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Abstract 1 examine motives behind interhousehold upstream transfers using a
sample of child-parent pairs in South Korea. The estimation results indicate that
upstream transfers in Korea cannot be explained by just one motive. I find evidence
that altruism is the dominant motive at the margin if parental income is low, but not
so if parental income is high. I also find that upstream transfers are given, at least in
part, in exchange for child care service and in lieu of personal visits. There is little
evidence that upstream transfers are used by children to win parental favor for future
gains such as an inheritance or to repay implicit parental loans used for education.
Additional evidence is provided from the analysis of the frequency of personal visits
and semiparametric regressions. Determinants of downstream transfer amounts are
also examined.
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1 Introduction

Monetary transfers from adult children to their parents (‘upstream transfers’) are
common, especially in countries lacking well-developed public old-age insurance.
In this study, I examine motives behind interhousehold upstream transfers using
longitudinal data from South Korea called the Korean Labor and Income Panel
Study (KLIPS). The main reason for using the data is that the KLIPS tracks split-
offs, mostly adult children who have moved out of their parents’ home. By matching
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the split-offs to their parents and constructing the sample of child-parent pairs, I can
use the same set of detailed information on socioeconomic characteristics of both
sides engaging in intergenerational transfer for empirical analysis. Missing
information on either children or parents is a potentially confounding yet a
common problem with many previous studies on intergenerational transfer.
Matching split-offs to their original households has been used to overcome the
data problem by, for example, Rosenzweig and Wolpin (1993, 1994) and Altonji
et al. (1992, 1997) studying downstream transfer. Few studies on upstream transfer,
however, have used the strategy mainly because of data limitation.

The literature on intergenerational transfer suggests that upstream transfers may
occur due to altruism or for non-altruistic reasons (see Laferrére and Wolff 2006)
for a comprehensive survey of the literature). An altruistic upstream transfer may
occur if children’s utility depends on parental consumption or parental utility
derived from it (Becker 1981). A non-altruistic upstream transfer, on the other hand,
may occur for three reasons. One is an exchange (Cox and Rank 1992). For
example, children whose own children are cared for by their parents (the child’s
grandparents) may pay their parents for the child care service. Another reason is
repayment of implicit parental loans (Lillard and Willis 1997; Park 2003; Raut and
Tran 2005). A child whose education is paid for by the parents may be obligated to
repay the costs to the parents once he or she finishes schooling. Analyzing data from
Malaysia, Park (2003) finds that individuals with post-secondary education in
Malaysia transfer to their parents partly to repay implicit parental loans. The third
reason is to win parental favor to secure an inheritance in the future (Bernheim et al.
1985; Lucas and Stark 1985), which results in that the wealthier the parents are, the
more transfer they get. Lucas and Stark (1985) show that in Botswana parental
wealth is positively correlated with the amount of transfers from children, and
Bernheim et al. (1985) show that the frequency of contacts by children increases
with the parents’ bequeathable wealth in the United States.

Whether upstream transfers are motivated by altruism or not has an important
policy implication. If they are motivated purely by altruism, increasing public
transfers to the elderly population will reduce the amount of private upstream
transfers, and thus it may have little impact on the overall economic well-being of the
elderly population; if transfers are not purely motivated by altruism, increasing public
transfers may change little or even increase the private transfer amount, and thus it is
likely to have a significant impact on the economic well-being of the elderly
population. A knowledge of the transfer motive, therefore, will help us predict
behavioral changes brought by the public old-age security system and devise a more
effective system.

A number of studies have been done on upstream transfers. Raut and Tran (2005),
using data from Indonesia, test if upstream transfers are the results of pure loan
contracts, and reject the hypothesis. Cai et al. (2006) find evidence that upstream
transfers to the parents living under the poverty line in urban China are motivated by
altruism. Kazianga (2006), on the other hand, finds that upstream transfers in Burkina
Faso are motivated by altruism for the middle income class, but not for the lower
income households. As the somewhat conflicting findings of the previous research
indicate, we have yet to understand fully the nature of upstream transfer.
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In this study, examining the relationship between the upstream transfer amount
and parental income in Korea, I find evidence that transfers to the parents with lower
income are motivated by altruism at the margin, but transfers to the parents with
higher income are not. Examining the effects of personal characteristics of children
and parents on the transfer amount, I also find evidence that some upstream transfers
are given in exchange for child care service or in lieu of personal visits. I find, on the
other hand, little evidence that upstream transfers are used by children to repay
parental loans or to win parental favor for an inheritance in the future. I also
examine the determinants of the frequency of personal visits by children to their
parents and get the similar results. Analyzing downstream transfers, I find some
evidence that they are motivated partly by altruism.

The balance of the paper is organized as follows. In Sect. 2 a simple model of
upstream transfer with multiple motives is presented, and its empirical implications
are discussed. In Sect. 3 the data used for this study are described, and in Sect. 4 the
main estimation results, the findings from the semiparametric regressions, and the
analysis of the frequency of visits and downstream transfers are discussed. In Sect. 5
the paper is summarized and concluded.

2 A model of upstream transfer

In this section I describe a simple model of upstream transfer arising from altruism
(Becker 1981), exchange (Cox and Rank 1992), repayment of implicit parental
loans used for acquiring human capital (Lillard and Willis 1997), and desire to win
parental favor by children seeking an inheritance (Bernheim et al. 1985; Lucas and
Stark 1985). Using the model, I discuss how to infer existence of a transfer motive from
the relationship of the transfer amount with the child’s income and education, and
parental income, wealth, and education. The empirical implications are used later to
interpret the estimation results and to answer why children transfer to their parents.
The starting point of the model is pure altruism. If upstream transfers are motivated
only by altruism, the child tries to balance his or her marginal utility of consumption and
the parent’s. It implies that the transfer amount is negatively correlated with parental
income and wealth and, if parental income or wealth is sufficiently high, there is no
transfer. Furthermore, since altruistic transfer has the effect of pooling the parental and
the child’s income, it satisfies the condition % — % = 1, where T is the upstream
transfer amount, y; is the child’s income and y,, is parental income. On the other hand, if
the transfer motive is non-altruistic, such as exchange for parental service (e.g., child
care), repayment of parental loan, and strategy to win parental favor, the transfer
amount may be positively correlated with parental income, wealth, or education, since
those variables are likely to be positively correlated with the price of parental service,
loan amount, and the size of inheritance. If altruistic and non-altruistic motives
co-exist, the relationship between the upstream transfer amount and parental income is
likely to be nonlinear. If parental income is sufficiently low, the transfer amount is
negatively correlated with parental income since altruistic transfer is operational and
dominant over non-altruistic transfer; if parental income is sufficiently high, the

@ Springer



464 C. Park

transfer amount is positively correlated with parental income since altruistic transfer
ceases to be operational or is dominated by non-altruistic transfer.

To show more formally the relationships summarized above, we consider a child-
parent pair. The child lives for two periods, period 1 and 2, whereas the parent is
alive only in period 1. The child solves the following problem:

n;agxf(A,S) =U(yu —A—1—pS,S) +aV(yp1 + W +A+1+4pS,S)
+,0U[yk2 +B(Av W)]v (1)

where U(+) is the child’s own instant utility function, V(-) is the parental utility
function, yy, is the child’s exogenous income in period ¢, y, is parental income in
period 1, o > 0 is the degree of the child’s altruism toward the parent, p is the
discount rate, A is the amount of altruistic transfer, / is the amount of parental loan
to be repaid, W is parental wealth, W is the amount of wealth the parent spends for
himself, S is parental service the child gets, p is the price of parental service, and
B(A, W) is the function that determines how much the child inherits." A and S must
be non-negative. In the data we do not observe A, [, and pS separately but observe
only the total transfer T= A + [ 4 pS.

In the case of pure altruism where « > 0,/ = 0, U, = 0 and B; = 0, the altruistic
transfer is operational and satisfies the condition —U; + a V; =0if y,; + rWis
small. Itis easy to show thatif 7 > O - <0 and the so-called “derivative condition,’

that is, a}—l — W = 1 is satisfied (Cox 1987 Altonji et al. 1997).

In the case where U, > 0, the child draws utility from parental service and may
ask for it. If both A and S are positive, it should be that as <0 and aA <0. Since
or _
P
an ambrguous sign. It will be positive, if S is large. There is no direct information on
p, but parental education or income is likely to be positively correlated with the
opportunity cost of providing the service. Thus a positive relationship between
parental income or education and the transfer amount can occur if the upstream
transfer is (partly) given in exchange for parental service provided to the child. Further
evidence of the exchange motive can be found by examining whether the greater need
for parental service increases the transfer amount. For example, later in the empirical
section I will examine whether the number of children’s own young children has a
positive effect on the transfer amount.

If the child has to repay the parental loanor [ > 0, %L =% 4 p & 4 . Since & <0
and 5 as <0, an increase of the parental loan may increase or decrease the total transfer
amount depending on how responsive the altruistic transfer and demand for parental
service are to the loan amount. While we cannot directly observe the loan amount, if
the loan is used to pay for an investment in human capital, the loan amount is likely to
be positively correlated with the child’s schooling controlling for the other factors.
Therefore I later examine the relationship between the child’s education and the
upstream transfer amount. Furthermore, if the upstream transfer is (partly) a

aA p T+ p + S, the effect of the price of parental service on the transfer amount has

Ut is assumed that U; >0,U, >0, V;>0,V,<0,B;>0,B,>0, Uy <0, Uy <0, Vi3 <0,
Vi <0, U, = Vi =0, By <0, By, <0 and that parental service is a normal good.
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repayment of the parental loan, the total transfer amount may be positively correlated
with parental income, since parental income is likely to be positively correlated with
the size of the loan.

The effect of parental wealth (W) on the transfer amount depends on the size and the

sign of B;,.” If transfer has no effect on the bequest (B; = 0and By, = 0), g—fv <0and

e?_vsv < 0. If the wealthier the parent is, the less responsive to the transfer the bequest is

(B2 < 0), g—fV <0 and aa_vff EO; if By, > 0 and is large in magnitude, §_€V and aa_vsv may be
positive. Thus a positive sign of E?TYI-/ is likely to indicate that B, > O0—the transfer
amount is an important determinant of the size of inheritance—and that the child
transfers (partly) in order to win parental favor for future bequest (Bernheim et al.
1985). The relationship between parental wealth and upstream transfer amount will be
examined later empirically.

In sum, the model suggests that while the amount of upstream transfer motivated
only by altruism has necessarily a negative relationship with parental income and
satisfies the derivative condition, the amount of transfer motivated by non-altruism
does not. A non-negative or positive relationship between parental income and the
upstream transfer amount suggests existence of a non-altruistic motive, but from it
alone we cannot know which non-altruistic motive is behind the upstream transfer.
For that purpose, we need to further examine the relationship between upstream
transfer amount and the personal and household characteristics of the children and
parents, such as education and composition of household members.

If altruism and non-altruistic motives co-exist, the effect of parental income on
upstream transfer amount may be nonlinear. If parental income is low and the size of the
non-altruistic transfer is not large enough, an altruistic upstream transfer is operational.
In this case we may find that parental income is negatively correlated at the margin with
the total transfer amount. If parental income is high enough or the non-altruistic transfer
is large enough so that aV; + p U;B; < Uy, the altruistic transfer ceases to operate and
the relationship between parental income and the upstream transfer amount may be non-
negative. That is, if the loan amount or the price of parental service is positively
correlated with parental income, and parental income is high enough, the total upstream
transfer amount may be positively correlated with parental income. Thus a nonlinear
relationship between the upstream transfer amount and parental income would strongly
imply that altruism and non-altruistic motives co-exist behind the upstream transfer.

3 Data

The sample for this study is drawn from the KLIPS. The KLIPS is a longitudinal
study of a nationally representative Korean household sample conducted annually

2 Note that

oA »

aw = I (Vi1 Un + arViuVar + pUnB1Bofr + pUiBiafn),

oS _ . .
W —|D| 1(flﬂ[’rUnVn[Bl]z+0€ﬂl7rV11Uan — pUnB1Byf12 */’UlBlﬂ‘lz)y

where [DI is the Hessian of the objective function f(A, S) which is by the second order condition positive.
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since 1998. It collects socioeconomic information of households and individuals
including income, consumption, wealth, labor market status, and so forth. Split-offs
are tracked and interviewed along with the original households.

Data from waves 4-9 of the KLIPS are used for this study. Waves 1-3 are excluded
because they do not have information on intergenerational transfer. By matching split-offs
to their original households, I construct a sample of pairs of non-coresident children and
their parents. Because the KLIPS collects information only on transfers to and from the
head’s parents and on assets at the household level, I only use the pairs of household
heads.? Excluding the pairs with missing information and pooling the remaining ones over
the six waves, I use 1,504 observations of 596 child-parent pairs for the analysis. Since the
number of split-offs has increased over time, the majority of the observations are from the
more recent waves. Observations from waves 7-9 constitute about 62 % of the sample.

This study limits the analysis to interhousehold transfers between non-coresident
children and parents due to lack of information on intrahousehold transfer. Excluding
coresident child-parent pairs from the analysis may bias the estimation results if
coresidence status and the monetary transfer amount are correlated. For example, if
non-coresident children are less altruistic than coresident children, excluding
coresident pairs may lead to underestimating the role of altruism in determining the
upstream transfer amount. Existing literature suggests, however, that such selection
bias is not likely to be serious. For example, Park (2003) finds that correcting potential
selection bias by coresidence status has little effect on the estimation results for
interhousehold intergenerational monetary transfer in Malaysia.

In this paper I left-censor the transfer amount at a half million Korean Won (KW)
(~US$500) a year, since the decision making process for small transfers is most likely to
be dictated by the social custom economic models are, in general, considered agnostic
about. Furthermore, reports of small transfers are prone to errors. For such reasons, some
socioeconomic surveys collect information only on transfers over a certain amount. For
example, the Health and Retirement Study (HRS) of the United States directs the
respondents to report only transfers larger than $500 a year. In this paper, I follow the
convention of the HRS, although the KLIPS asks the respondents to report any amount.
About 40 % of all the positive gross upstream transfers reported are smaller than a half
million KW a year.

The information on the transfer amount used in this paper is collected from the
children’s side. There is a measurement error issue since children may under-report
downstream transfer amounts and over-report upstream transfer amounts. However,
since the transfer amount is used as the dependent variable in this paper, the
measurement error should affect estimation of only the intercept term, as long as the
measurement error is not systematically correlated with the explanatory variables.
In this paper, the gross upstream transfer amount refers to the total amount given by
the child to the parents, and the gross downstream transfer amount refers to the total
amount given by the parents to the child. The net upstream transfer amount is the
gross upstream transfer amount minus the gross downstream transfer amount. Thirty
7 % of the observations in the sample report gross upstream transfer exceeding a
half million KW a year, and one third report net upstream transfer exceeding the

3 One of the parents should be the household head.
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threshold. Only 12 % report downstream transfer exceeding a half million KW a
year. The summary statistics of the sample are shown in Table 1.

4 Estimation results
4.1 Main results
4.1.1 Estimation methods

The data on transfers are left-censored. I use two estimation methods that can deal
with censoring. One, which I call the ‘A—I estimator’ henceforth, is the method
developed by Altonji et al. (1997, 2012) that does not assume separability between
the observed explanatory variables and the unobserved heterogeneity such as the
degree of intergenerational altruism. The Monte Carlo simulation results of Altonji
et al. (2012) indicate that the method works well for both non-separable and
separable cases. In obtaining the A-I estimates, I pool the data across the six waves,
treating each observation of transfer as an independent observation.

The estimation method can be described briefly as follows (Altonji et al. 2012).
Suppose that the transfer amount 7 is determined by function M(X, u), where X is
the vector of observed determinants of the transfer amount and u is a scalar random
variable. We observe T = M(X, u) if M(X,u) > T. Let Iy(X) = I[M(X,u) > T]
where I[] is the indicator function. The parameter of interest is (x), the average
derivative of T with respect to X, given that X = x and T is not censored. Assuming
that M(X, u) is continuous and monotonic with respect to u for each X,

oo

Blx) = E[VM(X,u)|X = x,Iu(X) = 1] = / VM (x, u)f (u)du/Py(x),  (2)
ug (x)

where M[x,u;(x)] = T, VM(X, u) is the partial derivative of function M(X, u) with
respect to X, flu) is the density function of u and Py(x) = Pr{ly(X) = 11X = x}. It
is shown that

px) = V¥ (x)Pu(0)]/Pu(x) = V¥ (x) + ¥ (x) VPu (x)/Pu(x), 3)

where W(x) =EMX,u)|X =x,IyX) =1] = flzox M(x,u)f (u)du/Py(x). To
estimate B(x), we have to estimate W(x), Py/(x), and their derivatives and apply the
formula (3). To obtain the A-I estimators,¥(x) and V¥ (x) are estimated by linear
regressions with the uncensored sample only. Py(x) and V P,(x) are estimated with
the whole sample using the probit model of the uncensored transfer dummy on the
same set of explanatory variables.

The strength of the A-I estimator over the popular Tobit model estimator is that it
is consistent even when the separability assumption fails. Its weakness, on the other
hand, is that it does not utilize the panel data structure of the KLIPS sample and thus
the inference based on it may be biased. For that reason, I also use the random effect
Tobit model (Wooldridge 2002, pp. 540-542) for the analysis. The random effect
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Table 1 Summary statistics

Child Parents
Gross upstream transfer amount >0.5 million KW 0.37
Gross upstream transfer amount 1.14 (2.76)
Gross upstream transfer amountlamount >0.5 million 2.38 (5.12)
Gross downstream transfer amount > 0.5 million KW 0.12
Gross downstream transfer amount 1.01 (8.23)
Gross downstream transfer amountlamount >0.5 million 8.07 (22.60)
Net upstream transfer amount >0.5 million KW 0.33
Net upstream transfer amount 0.13 (8.73)
Net upstream transfer amountlamount >0.5 million 3.01 (4.12)
Total non-asset income of the household 26.59 (20.50) 20.41 (33.41)
Household net worth 67.92 (110.19) 164.02 (312.02)
Number of years of education 14.0 (2.2) 8.8 (4.3)
Age 32.1 (5.2) 62.5 (6.9)
Number of the other household members aged 0-6 0.72 (0.78) -
Number of the other household members aged 7-18 0.17 (0.51) -
Number of the other household members aged 0-18 - 0.08 (0.39)
Number of the other household members aged 19-25 0.08 (0.28) 0.20 (0.47)
Number of the other household members aged 26—-60 0.71 (0.47) 0.37 (0.61)
Number of the other household members older than 60 0.005 (0.07) 0.09 (0.29)
Number of sons born to the mother 1.93 (0.98) -
Number of daughters born to the mother 1.50 (1.28) -
Gender: female 0.21 -
Marital status: married 0.74 -
Both of the child and the child’s spouse work 0.26 -
Region: Seoul 0.22 0.18
Region: Busan 0.07 0.10
Region: Incheon/Gyeonggi/Gangwon 0.34 0.29
Region: Choongchung 0.12 0.12
Region: Jolla 0.10 0.14
Region: Gyeongsang/Jeju 0.15 0.16
Distance between regions in kilometers 45.0 (94.0)
Parental type: both 0.82
Parental type: father only 0.01
Parental type: mother only 0.17
Wave: 4 0.08
Wave: 5 0.10
Wave: 6 0.19
Wave: 7 0.19
Wave: 8 0.21
Wave: 9 0.23
Number of observations 1,504 1,504

Monetary unit is one million KW at the nominal value. Standard deviations are in the parentheses
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Tobit model assumes that the unobserved heterogeneity of each child is invariant
across time, and linearly separable from and uncorrelated with the observed
explanatory variables. The weakness of the random effect Tobit model is that if the
unobserved heterogeneity is correlated with an explanatory variable, it may produce
inconsistent estimates. The A-I estimation results and the random effect Tobit
model results will be compared to check robustness of the estimation results.

The estimations are done under two slightly different specifications, the baseline
and the extended specifications. Under the baseline specification I use a parametric
linear functional form for M(X, u) similar to that used by Altonji et al. (1997)—a
general high-order polynomials of income and wealth variables, interaction terms,
and demographic variables. The dependent variable is the gross or net upstream
transfer amount, left-censored at a half million KW a year. The explanatory
variables are children’s and parent’s household non-asset income, household net
worth, age, years of schooling, and the distance in kilometers between the children’s
and parent’s residential regions.* The squares and the cubes of those variables are
also included. Each of the variables, including the squares and the cubes, is
interacted with parental age. The children’s household non-asset income and net
worth are also interacted with parental household non-asset income and net worth.
The children’s and parent’s years of education are interacted with each other.

Included also are parental type dummy variables (mother only and father only,
with both parents excluded), children’s gender dummy variable, children’s marital
status dummy variable (married or not), the interaction between the children’s
gender and marital status, dummy variable indicating whether both the children and
children’s spouses work, children’s and parent’s residential region dummy
variables, numbers of children’s and parent’s household members by age group,
and numbers of male and female children born to the mother. The number of the
children’s household members aged 0-6 is interacted with the dummy variable
indicating whether both children and children’s spouses work. The wave dummies
are also included.

The extended specification augments the baseline specification by adding a set of
dummy variables indicating the difference between children’s and parent’s household
non-asset incomes and net worth per capita (=children’s household non-asset income/
wealth per capita - parental household non-asset income/wealth per capita).” The
differences in non-asset income per capita dummy variables are [observed share in the
sample]: (1) less than —7.5 million KW [10.4 %], (2) more than or equal to —7.5
million and less than —2.5 million KW [14.1 %], (3) more than or equal to —2.5
million and less than 2.5 million KW [20.8 %], (4) more than or equal to 2.5 million
and less than 7.5 million KW [23.0 %], (5) more than or equal to 7.5 million and less
than 12.5 million KW [13.8 %], and (6) more than or equal to 12.5 million KW
[17.9 %]. The differences in household net worth per capita dummy variables are
[observed share]: (1) less than —300 million KW [10.2 %], (2) more than or equal

4 The greater of the mother’s and the father’s years of schooling and ages is used as the parental years of
schooling and parental age respectively, if both parents are alive and together.

5 The household non-asset income and net worth per capita are the total household non-asset income and
net worth divided by the total number of household members.
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to —300 million and less than —125 million KW [15.0 %], (3) more than or equal
to —125 million and less than —75 million KW [12.0 %], (4) more than or equal to —75
million and less than —25 million KW [18.8 %], (5) more than or equal to —25 million
and less than 25 million KW [24.7 %], (6) more than or equal to 25 million and less
than 75 million KW [9.6 %], and (7) more than or equal to 75 million KW [9.6 %].
These dummy variables provide us with an informal way to test for existence of
altruism, since the amount of the altruistic transfer depends not only on the absolute
levels of income and wealth of the donor and the recipient but also the differences in
their incomes and wealth.

4.1.2 Estimation results

Table 2 shows the estimated marginal effects of income, wealth, years of schooling,
age, and distance variables at the means of the explanatory variables on the gross
upstream transfer amount, and Table 3 shows those on the net amount. Panels I and
IT show the results under the baseline specification and under the extended
specification respectively. Each panel shows the A-I estimates under the heading
‘A-I’ and the estimates using the random effect Tobit model under the heading
‘Panel Tobit.” The standard errors of the A-I estimates are obtained from bootstrap
procedures with 200 replications. The notable estimation results follow.

First, the children’s non-asset income is estimated to have a positive effect on the
gross and net upstream transfer amounts. The point estimates, which differ somewhat
across specifications and estimation methods, indicate that an increase of the children’s
income by 1,000 KW a year increases the gross upstream transfer amount by 100—
150 KW ayear and the net amount by 100—160 KW a year at the means of the variables.
In all of the estimation results, the effects are statistically significant at the 1 % or smaller
levels. The estimates under the extended specification are smaller in magnitude than
those under the baseline specification by 20-35 %, probably because the differences in
income and net worth are controlled for. The panel Tobit estimates are larger in
magnitude than the A-I estimates by 10-30 %, but the estimates are not significantly
different from each other as the confidence intervals of the two estimates largely overlap.

Second, parental non-asset income is estimated to have negative effects on the
gross and net upstream transfer amounts. An increase of parental income by 1,000
KW a year is estimated to decrease the gross upstream transfer amount by 10-100
KW a year and the net amount by 9-155 KW a year at the means of the variables.
The estimated effects of parental income are smaller in magnitude under the
extended specification than under the baseline specification. Furthermore, the effect
of parental income on the upstream transfer amount is statistically significant at the
5 % level under the baseline specification, but not significant even at the 10 % level
under the extended specification. Besides the panel Tobit estimates are much
smaller than the A-I estimates in the magnitudes. For example, in panel I of
Table 3, the A-I estimate is —.155 (SE = 0.041) but its panel Tobit counterpart is
only —.039 (SE =.016). It suggests that using the pooled data and ignoring the panel
structure may lead to an overestimation of the negative effect of parental income on
the upstream transfer amount, but the difference is not large enough to alter the
qualitative implications of the estimation results.

@ Springer



471

Why do children transfer to their parents?

9sBO PANIW(Q

uol[ru ¢ 03 §¢—

(ErL 1Y) €881 (9€0°05) L¥81€ - - uor[Iu gg— 03 G/—

(65T°SS) 118'L— (L06'V8) €L6'87— - - uoliw ¢/ — 01 GZ[—

(€6L°19) 1€ (iLrern L90°ET - - uor|Iw Gz — 01 00E—

(LLS'¥0T) SE80El— (60%°0%0) ¥66'€S€— - - UoIIW OOE— UBY) IS[[RWS
eydes 1od yrromjau [ejuared—uyriomiau s pryd)

(€88°08) 6CS'TLT (€8T'8T1) 869'7€C - - uor[iw ¢y 03 [enbo 1o uey) 191LAID

(01629 850°S€ET (668'18) 0SS'LLT - - uorIw ¢ 01 §°L
(S96'L1) STOET (@9T'LS) 19191 - - uoI[Iw '/ 01 §'g

958D PANIWQO - - UoI[[IW ' 03 G'T—

(L6L'6S) 8ST'€6— (LgroL) 959'8 - - UoI[[IW G'7— 0} G'L—

(S6T¥8) SLO'ST (Ls6's0T) 8105 - - uol[[Iw ¢/ — uey) I[[ewg
eydes 1od owoour [eyuared—owoosur s pryd
(€2S°0) I181°1 asrn 6971 (62S0) 0El'l (€LT'D 8L0'1 oueIsIq
(821°L) €Tre— (92¥'620) 88¢'1— (seTL) S06'C— (€95°€20) Shr'1 a3e [ejuared
(28T'9) 0CL'S— (080°L) LL6'S— (¥8¢'8) €LL9— (81¢°L) ¥20'6— uoneonpa [ejuared
(200" #000° (900" 700’ (100" 8000 — (200" 20000’ yMI0M JoU [ejuared
(120) 010 — (1+0°) 090" — 107 €0 — (¥€0) 001'— awodur [ejuared
(€91°11) v61'8— (Tr6'L) LTS'L (60€'11) 819°G- 91¢'8) LSS'6 uoneanpa s p[ry)
(00" €00 — (600 €10 — (€00") €00 — (L00) 010 — yuoM Jau S pIIyD
(T20) el (T20) wor ¥10) 298 (0z0) LET swodur s pIry)

as 20D EN Jo0D) as 'J20D as Jo0D)
Qo] [oued v Nqo, [oueq v

uoneoyroads papuarxg (11)

uoneoyroads durpaseq (1)

JO 199])2 TeUISIRIA

SO[qeLIBA A} JO SUBOWI Y} 1B (A\I PUBSNOY) U9) UT) junowre I3jsuer) weansdn ssoIS o) uo $1090Jjo [eUISIew pajewnsy g d[qel,

pringer

NS



C. Park

472

A\ UOT[[TUX JTBY J& PaIOsuad-)Jo] SI Jajsuel], ‘suonedrjdar oz yim 2impadsoid densiooq e woiy paurelqo aIe sejewnse -y U} JO SIOLD pIepuels

(TL9'0L) €S €T~ (8€1°0596) $65°001 - - uor[[rw G/, 0) [enbs 10 uey) 133eAIH
(685°6%) ¥L8°C (0SS+7L) 080°0C - - uor[[ur G/, 03 67
as ‘Jo0) ES ‘J0) das 'Jo0D as ‘Jo0)
Qo [oued v Nqo, [sued v
uoneoyroads papuaixg (1) uoneoyroads aurfeseq (1) JO 109}J0 TeUISIRIAl

panunuod g dqe],

pringer

AR



473

Why do children transfer to their parents?

ased papImQ

uol[rur ¢ 01 ¢¢—

(T10°s) 191°1¢€ (LT1°09) LTTET - - uorIur Gz— 01 G/ —
(889°19) €E0'TL— (s€9°011) £66'08— - - ol g/ — 0} Gg1—
(arrew) 965°SE— (6ST'6¥71) 0S€'e - - uorIur GZ[— 03 00E—
(998°921) 0S1°6£T— (65£°880) 86€"87€— - - uor[[Iu OOg— Uey) JO[[EWS
eydes 1ad yromisu [eyuaIRd—TUlI0MISU S PIIYD
(8,8'98) ¥10°00C (8€1°2€D) 6LTLTE - - oyt ¢'z1 03 [enbs 10 ueyy JojERID
(Tr9°'L9) SheTrl (€86'L8) P61 - - uoI[Iu ¢'7[ 01 G/
(#9S°15) ove'1e (88%'%9) 661°6€ - - uor[Iur ¢°/ 01 §°7
9sED panIwQ - - uor[[I §'7 03 §'T—
(S68°%9) €9L'EL— (86%'18) 9L8'L - - uor[[iwr ¢'g— 01 G'L—
(€LST6) 097'8— (611°601) ¥26'S - - uorIu §'/— UBY) Io[[eWS
eydes 1od owoour [ejudred—O0woour s priy)
(855°0) 660'1 (861°1) 996’1 (S95°0) G801 (@8I'D PeET QoueIsIq
(To9'L) €65°T— (LEL'LY) G89°'L (60L'L) IL1C— (€LE9L) SLEOL o3e [ejuared
(T6'8) 99¢°6— (#927'8) SIS9— (LS0°6) 6LY01— (96£°8) TIv6— uoneINpa [EIUaIE]
(€00 €00’ (600" S00° (100) 1000 — (€007 100° [LOM 10U [eIUDTE]
(¥20) 600"— (1509 €80 — (910) 6£0"— (%0 SS1— awodul [erudred
(S¥6°11) STL— (1%6°8) Tl Qr11°2D 107°S— (SeL'6) S08'¥1 uoneaNpa s plIyd
(¥00") 800" — (1109 810"~ (€00 900" — (L00") 10— [HOM 19U S P[IYD
(€20) or (€20) L60 (S10) €1 (120) (348 awoaur s Py
as J20D as "J0D as "J0D as 190D
Nqo], [oued v 1qo], [oued v

uoneoyroads papuaixd (11)

uoneoyroads aurjeseq (])

JO 1003J0 [euISIRIA

S9[qeLIBA U] JO SUBAW ) J& (A\J] PUBSNOY) US) UT) Junowe Iojsuer) weansdn Jou oy) Uo $}09JJ9 [eulSrew pajewnsy ¢ d[qe]

prlnger

Qs



C. Park

474

A UOI[[IW J[BY Y& PaIOsuad-)J9[ SI Ijsuel], ‘suonedrjdar ooz yim 2impadoid densjooq e wolj paurejqo e S9Jewnss [—y dY) JO SIOLD pIepuels

(8T€8L) 908°S1— (66L72€06) L6066 - - ot g/ 03 [enba 10 uey) J01EAID
(8s€€S) 008 (09+'8L) 980°6C - - uoriur 6/ 01 6T
EN J20D EN 'J30D EN ‘J20D EN J30D
NqoL, [oued -v NqoL [oued v
uoneoyroads papuaxg (I1) uoneoyroads sureseq (1) JO 1993j0 TeuISIRlN

panunuod ¢ Jqe],

pringer

AR
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The negative marginal effect of parental income on upstream transfer amount
suggests that upstream transfers are altruistic at the margin at the means of the
variables. However, the derivative condition, which should be satisfied under
the null hypothesis of pure altruism, is rejected. The test statistic obtained under the
baseline specification, which should be close to one under the null hypothesis,
ranges between 0.2 and 0.3, far smaller than one. This implies that upstream
transfers are not likely to be purely altruistic.

Third, it is estimated that the higher the children’s income relative to parental
income, the bigger the upstream transfer. The results in panel II of Table 2 suggest that
the children whose non-asset income exceeds parental non-asset income by 7.5-12.5
million KW per capita a year transfer about 1.3—1.8 million KW more in gross to the
parents than the children with income roughly equal to the parent’s. They also suggest
that the children whose non-asset income exceeds parental non-asset income by no less
than 12.5 million KW per capita a year transfer 1.7-2.3 million KW more in gross than
the children with income roughly equal to the parent’s. The effects of income
differences on the net upstream transfer amount are similar. These findings are
consistent with altruistic transfer motive. It should be noted, however, that the
estimation results are not entirely consistent with the altruistic motive—children do
not transfer less to the parents whose income is higher than theirs. Also notable is that
the estimated effects of income differences are smaller in the panel Tobit results than in
the A-I results, although the differences in the estimates are not very large.

Fourth, the estimated marginal effect of parental net worth on the upstream
transfer amount is very small and never statistically significant. Under the extended
specification, the relative positions in household net worth do not have any
significant effect on the upstream transfer amount. Furthermore, children’s
education does not have any statistically significant effect on the upstream transfer
amount at any level. The results suggest that, at least at the mean, trying to win or
keep parental favor for a future inheritance or repaying implicit parental loans used
for education is unlikely to be an important upstream transfer motive.

Fifth, it is estimated that the farther away the children and the parents are, the
greater the upstream transfer amount is. An additional one kilometer in the distance
is estimated to increase the transfer amount by about 10,000 KW a year. The effect
of distance is statistically significant at the 5 % level in the random effect Tobit
model. This result suggests that monetary transfers and personal visits are likely to
be substitutes for each other.

Sixth, children’s net worth seems to have a negative effect on the upstream
transfer amount, although the coefficient size is small. The counter-intuitive effect
of children’s net worth on the net upstream transfer amount is even statistically
significant at the 5 % level. One possible explanation for it is that children who hold
large wealth may be recipients of under-reported wealth transfer from the parents.

All in all, the results in Tables 2 and 3 suggest that altruism motivates upstream
transfers at least partly at the means of the variables. There is no evidence that children
try to repay parental implicit loans or to win parental favor for a future inheritance
through monetary transfers. There is some evidence that monetary transfers are given
in lieu of personal visits. The estimation results differ quantitatively by estimation
methods and specifications, but the qualitative implications are essentially the same.
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476 C. Park

If altruism and non-altruistic motives coexist, the effect of parental income on
upstream transfer amounts may differ by parental income. As discussed in Sect. 2, if
parental income is low, transfer may be motivated by altruism at the margin; if
parental income is high, it may not be. To examine whether altruism and non-
altruistic motives coexist, the effects of parental income on the upstream transfer
amount are evaluated under the baseline specification at different levels of annual
parental income—0.5, 1, 5, 10, 15, 20, 25, 30, 35, 40, 45, and 50 million KW. The
results are shown in Fig. 1. Both the OLS estimates and the A-I estimates are
shown.

Figure 1 shows that the effect of parental income on the upstream transfer
amount is negative at low levels of parental income, and that it is non-negative, even
positive at some points, at high levels. The change appears to occur around 25 to 30
million KW in parental income. The hypothesis that the marginal effects are
identical across the parental income levels is rejected at the 5 % level in the net
transfer case. The results shown in Fig. 1 are consistent with the case where
altruistic and non-altruistic motives coexist behind upstream transfers. This finding
is similar to that of Cai et al. (2006) for China.

Table 4 shows the estimated marginal effects of personal and household
characteristics on the gross upstream transfer amount under the baseline and the
extended specifications at the means of the variables.® The estimation results are
similar across the specifications and the estimation methods. The following three
results are notable.

Net transfer

10 20 30 40 50

30 40 50

o
o4
=
o
N
o

ols  —e— A | oLs —e— A-l

Fig. 1 Estimated marginal effects of parental income and 95 % confidence intervals evaluated at various
levels of parental income (in million KW) under the baseline specification

S The results for the net upstream transfer amount are similar and thus omitted. They are available upon
request.
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First, fathers without a spouse receive significantly and substantially smaller
transfer, by about 3—4 million KW a year, from children than married couples do,
while mothers without a spouse receive roughly an equal amount as married couples
do. Second, if both the children and the children’s spouses work, the upstream
transfer amount increases by 0.7-1.5 million KW a year for every additional
member aged 0-6 in the child’s household; if both the children and the children’s
spouses do not work, the upstream transfer amount is little affected by the number
of household members. In three of the four results reported in Table 4, the
interaction between the number of the children’s household members aged 0-6 and
the dummy variable indicating that both the children and the children’s spouses
work 1is statistically significant at the 5 % level. This result, along with the first
result, suggests that upstream transfers are given, at least partly, in exchange for
child care service provided by the parents.

Third, the children’s gender or marital status has no significant effect on the
upstream transfer amount, and siblings, regardless of their gender, transfer to their
parents more or less equally, everything else being equal. This is somewhat
surprising for South Korean parents are known for their traditional son preference
(Edlund 1999), which is often explained by the expectation that a son, especially the
eldest son, should provide for parental old-age security in Korea. In our sample, it is
observed that 39 % of the sons transfer more than a half million KW a year but only
28 % of the daughters do so to the parents. However, the results in Table 4 suggest
that the apparent difference between upstream transfer amounts by gender is likely
to stem not from difference in the children’s role by gender but from difference in
economic conditions associated with gender.

4.2 Additional results

In this section three additional estimation results that complement the main results
of the previous section are provided: the determinants of the frequency of the
children’s personal visits to the parents, semiparametric estimation results, and the
determinants of the gross downstream transfer amount.

4.2.1 Visits to the parents

The KLIPS collects information on the frequency of personal visits by household
heads to their non-coresident parents. By examining what determine the frequency
of visits, I investigate whether the children’s motives inferred from the analysis of
visits are consistent with those inferred from the analysis of monetary upstream
transfers.

For the analysis of visits, the frequency of visits per month in the past year is
regressed on the same set of explanatory variables used for the analysis of upstream
transfer under the baseline specification. To simplify the interpretation, the squares,
the cubes and the interaction terms are dropped.” Excluding a few observations with

7 Including the high order terms and interaction terms or using Poisson regression or negative binomial
regression instead of OLS does not change the results.
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missing information on visits, 1,499 pooled observations are used. The mean
number of visits is 5 per month and the standard deviation is 7.2. 172 observations
or 11.5 % of the total observations report no visit.

Table 5 shows the estimation results. The results show that children’s income or
wealth has no significant effect on the frequency of visits. Since those variables are
likely to be positively correlated with the opportunity cost of a visit, one may expect
negative coefficients. On the other hand, if the time spent with the parents is a
normal good, one may expect positive coefficients. Theoretically, therefore, the
signs of the coefficients are ambiguous. The children’s education has no significant
effect on visits, which is similar to the finding on the effect of children’s education
on the upstream transfer amount.

Parental non-asset income has no significant effect, but parental net worth has a
significantly negative effect on the frequency of visits. This result is opposite to the
finding by Bernheim et al. (1985) in the US, and it suggests that Korean children do
not visit parents to win or keep parental favor for a future inheritance. The
children’s non-strategic behavior implied by this finding is consistent with the
finding from monetary transfer.

Another notable result in Table 5 is that fathers without a spouse are visited
significantly less frequently (1.6 times less per month) by their children than married
couples are, while mothers without a spouse are visited almost as often as married
couples are. Furthermore, the number of the children’s own household members
younger than seven has a positive effect on the frequency of visits, while the numbers
of the children’s own household members of the other age groups have negative effects
on the frequency. The positive effect of the number of young household members on
the frequency of visits is significantly greater—by about two visits per month—if both
the children and the children’s spouses work. An obvious explanation for these
findings on visits and the similar findings on monetary transfer in Table 4 is that the
children’s visits are, at least in part, to seek child care service provided by the parents,
and that the children pay for the service through monetary transfer.

Some other interesting findings from Table 5 are as follows. First, parental
education has a positive effect on the frequency of visits. This may be explained by
the quality of time with the parents or the quality of child care service provided by
the parents. Second, the children’s gender or marital status has no significant effect
on the frequency of visits. This finding is comparable to that of monetary transfer.
Third, unsurprisingly, distance has a strong negative effect on the frequency of
visits. This result and the previous one that monetary transfer amount increases as
the distance increases offer strong evidence that personal visits and monetary
transfer are likely to be substitutes for each other.

4.2.2 Semiparametric estimation result

The estimation results shown in Fig. 1 indicate that the marginal effect of parental
income is negative at low levels of parental income, but zero or even positive at
high levels of parental income. This result is obtained under the flexible parametric
assumption on the ‘upstream transfer function’ involving high order polynomials
and interaction terms. One may question, however, whether the parametric
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480 C. Park

Table 5 Determinants of the frequency of visits by children to the parents (dependent variable: the
number of visits a month in the past year, N = 1,499)

Variable Estimated coef.
Child’s non-asset income —6.60e—5 (1.16e—4)
Child’s net worth 1.52e—5 2.11e-5)
Child’s education —.146 (.094)
Child’s age .094 (.055)
Parental non-asset income —1.93e—5 (3.97e-5)
Parental net worth —9.80e—6 (4.53e—06)
Parental education 133 (.053)
Parental age —.040 (.041)
Distance —.018 (.002)
Parental type: father only —1.638 (.839)
Parental type: mother only —.502 (.581)
Child is female .894 (.735)
Child is married 279 (.857)
Child is female & married —1.473 (.942)
Both child and child’s spouse working 496 (.627)
Child’s household members

0-6 years old .637 (.332)

x Both child and child’s spouse working 1.827 (.665)
7-18 years old —.394 (.385)
19-25 years old —.030 (.690)
26-60 years old —.966 (.694)

61 and older —4.562 (1.809)
Parental household members

0-18 years old 213 (.537)

19-25 years old —.883 (.360)

26-60 years old 579 (.320)

61 and older 203 (.608)
Number of sons born to the mother —.081 (.244)
Number of daughters born to the mother —.079 (.180)

Robust standard errors are in the parentheses. Estimated coefficients of wave and region dummies are not
shown

assumption is still too restrictive. In this section, I estimate a semiparametric partial
linear model (Yatchew 1998, 2003) that does not impose any parametric assumption
on the relationship between parental income and the upstream transfer amount,
while maintaining the linearity assumption of the other parameters. Only the
uncensored observations are pooled and used. Therefore the semiparametric
estimation in this section cannot substitute for the estimations done in Sect. 4.1 that
correct for censoring. However, if the two results diverge substantially, it will cast
serious doubt on the validity of the estimation results obtained in Sect. 4.1.
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The partial linear model used for the analysis in this section is
T, =g(!)+Zip+¢,for i=1,...,N, (4)

where 7; is the gross or net upstream transfer amount of uncensored observation
i, Y7 is i’s parental non-asset income, g(-) is the unknown smooth function, Z,; is the
vector of i’s regressors other than any function of y?, [ is the parameter vector of the
linear part, ¢; is the homoskedastic random error, and N is the pooled sample size of
uncensored observations. Function g(-) is estimated by locally weighted smoothing.
The bandwidth is set at 0.8. The data are pooled across the waves.

Figure 2 depicts the estimated function g(-) and the implied derivative of the
estimated upstream transfer amount function with respect to parental non-asset
income.® The two charts in the left show the results for gross upstream transfer and
those in the right for net upstream transfer. It appears that the estimated net transfer
amount is slightly larger than the estimated gross transfer amount, but the difference
is very small and the estimated functions differ only slightly.

The upper part in both sides of Fig. 2 shows an overall negative relationship
between the transfer amount and parental income, but the lower two charts show
clear differences in the derivatives by parental income. The derivative is clearly
negative in the range of low parental income and practically zero in the range of
high parental income. The overall pattern of the derivatives is very similar to that

Gross transfer Net transfer
w0 w
< <7
L= N =
w <1 w a
o o™ o o™
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oo oo
w | v |
N N
QI | o~ -
T T T T T T T T T T T T
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< e
| |
T T T T T T T T T T T T
0 10 20 30 40 50 0 10 20 30 40 50
Parental non-asset income (in million KV) Parental non-asset income (in million K}

Fig. 2 Estimated relationship between the transfer amount and parental income from the partial linear
model and the implied derivatives

‘Tj,:‘Tjr‘ where
i Ji-l

8 The implied derivatives are obtained by locally weighted smoothing (bandwidth = 0.8) of

T =307).
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shown in Fig. 1, which suggests that the parametric assumption is not a cause for
any serious concern. The major difference is that while in Fig. 1 the derivatives are
estimated to be positive—not statistically significant—for income levels higher than
25-30 million KW, in Fig. 2 the derivatives are still negative, albeit close to zero.

4.2.3 Gross downstream transfer

While downstream transfer is not the focus of this study, a study of how downstream
transfer is determined is likely to shed additional light to the nature of
intergenerational transfer. To study downstream transfer, I estimate how the gross
downstream transfer amount is determined under the same specifications using the
same estimation methods used in Sect. 4.1, except that downstream transfers are
left-censored not at half million KW but at zero, since incidences of downstream
transfers above half million KW are relatively rare as shown in Table 1.

Table 6 shows the results. Most of the marginal effects are estimated with low
precision, but there is some evidence that altruism is a motive behind downstream
transfers at the means of the variables. The results show that the amount of
downstream transfer decreases as the children’s income increases. Under the
baseline specification the marginal effect of children’s income on the downstream
transfer amount is significant at the 10 % level in the first column and at the 1 %
level in the second column, implying that an increase of 1,000 KW of child’s
income decreases the downstream transfer amount by about 210-240 KW. Under
the extended specification, it is statistically significant at the 8 % level in the panel
Tobit model. However, unlike the case of upstream transfer, differences in income
between the child and the parents are not statistically significant determinants of the
downstream transfer amount.

It is notable that children’s net worth is positively correlated with the
downstream transfer amount and it is statistically significant at the 10 % or smaller
level. This is comparable to the finding in Tables 2 and 3 that the gross and net
upstream transfer amount is negatively correlated with children’s net worth. As
discussed before, this result may be due to unreported downstream wealth transfer,
or it may indicate that children invest downstream transfer and increase wealth.

5 Summary and Conclusion

In this paper I investigate what motivates adult children to transfer money to their
parents, using a sample of child-parent pairs from South Korea. The findings
suggest that both altruism and non-altruistic exchange motivate children to transfer.
The amount of upstream transfer to the parents of little income is strongly
negatively correlated with parental income, but that to the parents of higher income
is uncorrelated or positively correlated with parental income. This implies that
altruism is the dominant upstream transfer motive at the margin if the parents have
little income of their own, whereas it is not so if the parents have enough income.

I also find strong evidence that upstream transfers are given, at least in part, in
exchange for child care. The amount of transfer has a positive relationship with the

@ Springer



483

Why do children transfer to their parents?

0137 JB PAIOSUID-}J[ ST Jojsuel], ‘suonedoridar ooz yim ampasord densjooq e woly paurejqo aIe sAYBWNSI [-Y Y} JO SIOLR pIEpuL)S

(2€6'997) 018'69— (6°L9T¥T) €18°61€— - - ot G/ o) [enba 1o uey 1oyeais

8L'16T) 860°cH (6TL%T0) 09¢"— - - uoI[[Iw G/ 01 6T

958D PRI - - uoI[[I Gg 01 67—

(StLLsm TE0' Lyl — (s8T'191) LOL'OVI— - - UOI[[IW GZT— 01 G/ —

(06£°581) €VETIT (98'280) LSS T9¥ - - uorqur G/ — 01 67—

(086'C10) ELLEE (€50°CI) ELTLYE - - uor[[Iu Gz — 01 00E—

(929'69¢) 900 11— (#19'029) v1S9% - - uor[[Iur QOg— Uy Io[[ews
eyded 1ad yromisu [eyuaIRd—TUlIomIau S pryd)

(S8910€) £76'661— (962°979) ¥9€7T9L - - uor[[iu ¢'z1 03 Tenbo 10 uey) rerearn

(€TLLED) 6v0'1¢C— (2T €9¢) 1S ¥8€ - - UoIIW ¢'ZT 01 G°L

(¥66°0LT) 0v8'09— (0T +00) S6T9I1 - - uolIw ¢/ 01 ¢°T

958D pantwQ - - uor[Iw ¢'Z 01 T

(FE€9°6LT) SLLOSY 011400 €10'8LT - - uor[[Iu ¢'g— 01 ¢/ —

(060'6527) 19¥°0€€ (8%9°88¢€) 8LETLT— - - UoI[[I '/ — Uey) Io[[euS
eydes 1od owoour [ejudred—owoour s pry)
(2L'90) LEO'8E— (€8€7E) L98'€T— #97'90) 187°7€— (€68'L0) 96— uoneonpa Tejuared
(9007 €00’ (S10) S00"— (€00") 1000’ (900" 200’ oM 19U Tejuared
(920" Y0 — (S11) eor 0" 190° (L0 S10° AWODUT [eIuaIe]
(9€98¢) ¥91'59 (LST'C9) 75806 (SLE'8E) 96199 (687°29) 719°06 uoneonpa s prr)
(€107 €0 (620) 1250 (110" LEO (020" €v0’ Y1I0M JaU S PIYD
(0L0") 9z’ — (s€7) 0z — (0" e — avr) ore— swoout s ply)

as Jo0D EN 120D as 20D as 'J20D
Nqo, [oued v Nqo, [eued v

uoneoyroads papuaixg (1)

uoneoyroads aurjeseq (1)

JO 1003J0 [euISIRIA

SO[qRIIEA 9Y) JO SUBAW 9y} J& (A\S] PUBSNOY) US) UT) JUNOWE IOJSULI) WEAISUMOP SSOIS 9Y} UO $)09JJ0 [euISIew pajewinsy 9 dqe],

prlnger

Qs



484 C. Park

number of children younger than seven in the child’s household only if both the
children and the children’s spouses work. Fathers without a spouse receive
significantly smaller transfer than married couples or mothers without a spouse do.
The frequency of visits by children to their parents has the similar relationships with
the number of young children and gender and marital status of the parent.

Although some studies suggest that upstream transfers are given strategically to
secure a future inheritance from wealthy parents, I do not find any evidence for it.
Parental wealth has a very small and statistically insignificant effect on the amount
of upstream transfer in South Korea. Furthermore, contrary to the finding by
Bernheim et al. (1985), the number of visits by the children to their parents is
negatively correlated with parental net worth.

The findings of this paper imply that a public old-age pension, especially under the
pay-as-you-go pension system, is likely to crowd out private upstream transfers received
by elderly parents with little income in Korea. The pension is, therefore, likely to have
only a small impact on the overall economic well-being of the elderly population with
little means. On the other hand, a public pension is not likely to have any significant
effect on private upstream transfers received by elderly parents with higher income.

The analysis of this paper is limited to interhousehold intergenerational transfer
due to data limitation. Few, if any, data sets provide information on intrahousehold
transfers. Even if such data exist, however, it would be a difficult task to empirically
examine the motives behind intrahousehold intergenerational transfers. Theoreti-
cally one should extend the model to include monetary and non-monetary types of
transfer that are much more complex and varied than those of interhousehold
transfer. Empirically, one should overcome problems of measuring many
unobserved forms of non-monetary transfer, such as sharing responsibilities for
household care, and monetary transfer, such as shared consumption of food and
utilities. There are a few studies on intrahousehold spousal care, for example
Mentzakis et al. (2009) and Pezzin et al. (2009), which explore what factors affect
informal caregiving for the spouse among the older and elderly population, but few
studies are done on intrahousehold intergenerational transfers comprehensively.

At this point any conjecture about the nature of intrahousehold intergenerational
transfers has little to base on. Still, the limited evidence from the existing literature on
intrahousehold resource allocation, few of which directly deal with intergenerational
resource allocation, indicates that intrahousehold transfers are not purely altruistic (e.g.,
Lundberg et al. 1997; Park 2007). Considering it together with the strong evidence in
this paper that interhousehold upstream transfers are motivated by both altruism and
non-altruistic exchange, I conjecture that intrahousehold intergenerational transfers are
also motivated partly by altruism and partly by exchange or other non-altruistic motives.
Although it cannot be done in this study due to data limitation, rigorous research of
intrahousehold intergenerational transfer in the future is necessary.
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