The Manchester School Vol 77 No. 2 March 2009
1463-6786 204-224
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With the use of data on migrants living in France, we study the pattern of
transfers of time and money made to parents. Monetary transfers allo-
cate predominantly towards the large number of elderly parents in the
country of origin, while the smaller number of migrant parents in France
are more likely to receive time transfers. Our econometric results suggest
that monetary transfers are more consistent with the altruistic hypoth-
esis. Furthermore, while the donor’s labour participation increases the
propensity to give money, there is no negative relationship between time
transfers and the labour participation of the donor.

1 INTRODUCTION

The increasing importance of upward private transfers of resources has long
been one of the most topical issues associated with ageing economies around
the world. In the USA, for example, 11 per cent of the adult respondents to
the Health and Retirement Study were found to provide an upward financial
transfer of at least $500 during the preceding two years, while 10 per cent of
them provided more than 100 hours of personal care to a parent and as many
as 30 per cent provided occasional help with chores (Sloan et al., 2002).

In Britain, 16 per cent of the adult respondents to a representative survey
defined themselves as elderly care providers. One-fourth of them reported a
devotion of at least 20 hours per week to caring for an elderly person, while
1/10 of them devoted more than 50 hours per week to elderly care (Eurofam-
care, 2005). In France, a country characterized by one of the most generous
social security systems, the incidence of upward monetary transfers was
found to occur among 8 per cent, and the incidence of upward service
transfers was found to occur among as many as 31 per cent of the respondents
to a representative survey (Wolff, 2000).
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Upstream Transfers and the Donor’s Labour Supply 205

The rising concern with elderly care costs in terms of forgone labour
supply is hardly surprising. Some earlier research revealed a high negative
correlation between caregiving and the labour supply of the care provider,
but failed to resolve the associated endogeneity problem (McLanahan and
Monson, 1990; Spitze and Logan, 1991). While addressing the endogeneity
issue, others found a stronger negative impact of employment on caregiving
than of informal care on employment, but restriction of the sample to include
only caregivers brought into question the unbiasedness of the findings (Boaz
and Muller, 1992). At the same time, research addressing both endogeneity
and selection bias problems failed to reach unambiguous conclusions. Stern
(1995) and Ettner (1996) found a significant and negative impact of care on
the labour supply of the care provider, while Wolf and Soldo (1994), Ettner
(1995) and Pavalko and Artis (1997) found this impact to be insignificant.

One of the shortcomings of these studies is their failure to consider the
possibility of substitution of informal care with monetary transfers.
However, a case could be made whereby efficient allocation of resources
ensures informal upward care donation by less productive individuals, while
substitution of money for time ensures the continued and indeed increased
labour force participation of middle-aged donors. This possibility is sup-
ported by evidence of not only partial substitutability among time and mon-
etary transfers in developed countries, but also a positive correlation between
financial gifts and the wage of the donor (Sloan ef al., 2002; Wolff and
Dimova, 2006).

To the best of our knowledge, no attempt has been made to explore
rigorously the interplay between both time and monetary transfers and the
labour supply of the donor. We address this issue using a rich data set on
immigrants living in France, collected in 2003. Our main contribution is to
account for the possibility of substitution between money and time in upward
transfer provision, which may lead to an overstatement of the negative
impact of informal care on labour supply found in previous studies. In doing
so, we explore a peculiar aspect of migration and thus suggest a novel way of
assessing its costs and benefits in ageing economies.

The rest of the paper is organized as follows. In Section 2, we briefly
review the literature on the motives for upstream transfers and present our
econometric strategy which is valid under both altruism and exchange. The
survey on migrants living in France is described in Section 3. The determi-
nants of the transfers and labour decisions are discussed in Section 4. The
relationships between transfers and work decisions of the care-providing
migrants are investigated in Section 5. Finally, Section 6 concludes.

2 THEORETICAL BACKGROUND

Economists have explored two theoretical motives for the provision of
intergenerational transfers across generations, mainly with reference to the
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transfer flows from parents to children (Laferrére and Wolff, 2006). To begin
with, they have emphasized the tendency of parents to care for the well-being
of their children.

According to this altruistic framework (Becker, 1991), parents give
money to their children in order to reduce inequalities in the distribution of
intra-family resources. The transfer amount made to the child is increasing in
the parents’ level of income, but decreasing in the child’s level of income and
less well-off children are more likely to receive transfers. As shown in Altonji
et al. (1997), the transfer to the child is reduced by one euro when the child’s
income is increased by one euro and the parent’s income is decreased by one
euro. Several empirical studies have found that parental transfers are not very
sensitive to variations in either their income or the income of their children,
thus casting doubt on the relevance of the altruistic motive (Cox, 1987;
Altonji et al., 1997; Wolff, 2000).

A competing model involves exchanges across generations. Cox (1987)
and Cox and Rank (1992) suggest that parents give money to their children
only when the latter provide time-related support in the form of contact or
services. In that case, the transfer is more likely to be an increasing function
of the child’s level of resources. Another form of exchange occurs when
transfers are family loans (Cox, 1990; Cigno, 1993). In this setting, parents
give to their children money that is paid back later at an interest rate which
may be above that of the financial market. The family thus acts as a substitute
to the credit market and family transfers become a means of improving the
inter-temporal allocation of resources. Cigno et al. (1998) find that the self-
interested motive better fits the data, but exchange models offer less clear-cut
predictions than the altruistic model.

Transfers from adult children to their parents, i.e. transfers in the
upward direction, may be explained with the use of the same analytical
frameworks. On the one hand, a child may behave altruistically and care for
the elderly parents when the latter are either poor or unhealthy. Under
altruism, the provision of family transfers should depend strongly on the
needs of the parents and richer children are more likely to give money to their
parents. On the other hand, a child may repay for earlier parental help. If
transfers to children are in the form of investment in human capital, one
should observe that more educated adults provide more care to the parents.
In the same vein, the provision of upstream transfer should be less dependent
on the parental situation (either financial or health) when the children have to
honour their debt.

Upstream transfers add two dimensions to the stylized framework of
downstream transfers. First, while the literature on downward transfers
explores primarily the monetary flows from parents to children, models of
upstream transfers should take into account the possibility of substitution of
time and monetary transfers from adult children to their parents. If for
instance parents live far away, it may be difficult for the child to provide
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services and other caregiving activities as this entails transaction costs asso-
ciated with either transportation or co-residence. In that case, it may be less
costly to send money to the parents who could pay for formal old-age
support. Once the transaction cost is taken as part of the transfer decision, the
real choice becomes one between the two forms of transfers, money and time,
which is expected to depend on their marginal effectiveness (Sloan et al.,
2002).

Second, one should take into account the trade-off for middle-aged
adults between having a paid job and caring for the elderly parents. Indeed,
providing care is time-consuming, meaning that the labour supply decision
of the caregiver is now endogenous. If the parents are in very poor health
and need attention, their children may have to withdraw from the labour
market. However, a reverse pattern may occur if the children prefer to send
money to their parents. By spending more time at work, they will receive a
higher income and thus may devote more financial resources to their elderly
parents.

In the Appendix, we present a model of transfers driven by altruism
which accounts for both time and money transfers in endogenous labour
supply. It extends the framework of Sloan et al (2002) to the case of endog-
enous labour supply of the donor. Alternative models of upstream transfers,
based on exchange and bargaining between generations, may be found in
Pezzin and Schone (1999) and Sloan et al. (1996). This model is used to guide
our specification and define our null hypothesis, namely the allocation of
transfers from better-off children to worse-off parents. Whatever the under-
lying child motivation for old-age support, it is important to account for the
joint determination of labour supply and transfers and for the potential
interaction between the two types of transfers when understanding the
donor’s behaviour.

Let H*, S* and T* be three latent variables which indicate the propen-
sity to work, the propensity to provide time-related resources, and the pro-
pensity to make a cash gift, respectively. Due to data limitations, namely the
absence of information on work hours, we only focus on the discrete deci-
sions of working and giving denoted by H, S and 7. In other words, we have
H=1if H*>0and H=0if H* <0, S=1if $* > 0 and S* < 0 otherwise, and
T=1if T* >0 (T* £ 0 otherwise). The reduced-form econometric specifica-
tion corresponding to a model of transfers with time, money and endogenous
labour supply is therefore given by

H*:XHﬂH +8H
S*:XSBS+ES (1)
T*=X1PBr+eér

where Xu, Xs and Xt are three sets of exogenous variables which respectively
influence labour participation, time and financial transfers, fu, Bs and Br are
the corresponding parameter vectors, and &u, & and &r are random errors.
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In a setting where transfers and labour supply are jointly decided, the
residuals of each equation are likely to be correlated. Omitted variables that
influence the probability to make a monetary transfer, for instance, the
unobserved helper’s degree of altruism, are also likely to influence the prob-
ability of informal care. Similarly, the characteristics of people who dislike
idleness should have similar influence on the propensity to work and
to undertake time-related services. To account for the correlation between
these random errors, we assume that (ep, &, er) follow a normal trivariate
distribution:

&n 0 1 pus pur
& |~ 0, pus 1 psr 2)
Er 0 pur pPst 1

where pus, pur and psr are three additional parameters to estimate. Under the
normality assumption, the model is a trivariate probit model. We estimate it
with the use of a simulated likelihood method (Cappellari and Jenkins,
2003).! The key feature here is that the trivariate probit model allows us to
control for the influence of individual characteristics on the three different
choices made by the donor.

3 DESCRIPTION OF THE DATA

Our empirical analysis is based on the ‘Passage a la Retraite des Immigrés’
(PRI) data set collected by the Caisse Nationale d’Assurance Vieillesse and
Institute National de la Statistique et des Etudes Economiques in Paris
between December 2002 and March 2003.

This is a representative sample of the diverse nationalities of first-
generation immigrants living in France at retirement age and age close to
retirement. It includes rich information on these middle-aged or elderly first-
generation immigrants, their parents, spouses and children, such as age,
educational and professional attainment, transfers of money and time, migra-
tion history, health status and wealth. While the lower age bound for similar
types of surveys is typically set at 50 and there is usually no requirement for
an upper bound, the PRI sample was restricted between age groups 45 and
70. This restriction was based on the requirement for assuring sufficient
representativeness of all nationalities in the sample, which is rather low in the
case of younger cohorts such as those coming from sub-Saharan Africa.’

'The Geweke-Hajivassiliou—Keane simulator is used to evaluate the trivariate normal integrals.
For each observation, a likelihood contribution is calculated for each replication, and the
simulated likelihood contribution is the average of the values derived from all the replica-
tions. We choose 50 replications in the estimation, which is approximately the square root
of the size of our selected sample.

“Specifically, these are cohorts facing high representation in the lower parts of the age distribu-
tion and virtually no representation in the age groups above 70.
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The interviews were based on a computer-assisted personal interviewing
questionnaire and were administered in the residence of the respondent. The
sample was constructed by way of random selection on the basis of the
population census and included around 10,000 residences of immigrants in
age groups 45-70 from 12 regions in the country, accounting altogether for 90
per cent of the population of immigrants in these age groups in France
(Attias-Donfut er al., 2006). About 51 per cent of the respondents to the final
sample come from Europe, 38 per cent from Africa and 11 per cent from all
other continents. Six highly represented countries, Portugal, Italy and Spain
for Southern Europe, Algeria, Morocco and Tunisia for Northern Africa,
account for 70 per cent of the respondents. Given the low retirement age in
France, with the majority of workers with regular employment retiring at age
60, we restrict our sample by imposing the age of 60 as the upper age limit.

There are two location possibilities for the parents of the respondents.
They can reside either in France or in the country of origin. In what follows,
we treat the location of the parents as exogenous. As we focus on the labour-
related decision making of the adult child residing in the host country, the
potential retirement location of the child is of no interest to our study. In
addition, given the typically low age of migration and hence high probability
that a parent residing in the host country has migrated there during youth,
and was not directly influenced by the caregiving ability of the child,
we believe it reasonable to assume that the parental location choice is
exogenous.’

It is crucial for the purposes of this study to account for the geographical
distribution of the migrants’ families and to link this distribution to the
portfolio of transfers of time and money. We report these cross-tabulations in
Table 1 for each of the two parental locations.* We observe that about 28 per
cent of the migrants’ parents reside in France, while the majority of parents
(72 per cent) reside in the country of origin. The former group attracts the
bulk of the upward transfers of time, while the second of these groups attracts
the bulk of the upward financial transfers. Specifically, about one-fourth of
the parents residing in France receive a time transfer (24.8 per cent), while
about one-fourth of the parents residing in the country of origin receive a
monetary transfer (26.5 per cent).

When the parents live in France, respondents mainly provide time-
related resources, while the rate of financial transfers remains low (5.1 per
cent). The reverse pattern is found when parents live in the origin country, the

3Indeed, our results indicate that 69.3 per cent of the first-generation migrants’ fathers have
arrived in France during their youth for work, 11.1 per cent of them have migrated due to
absence of security in their country of origin, while 9.4 per cent have not specified any
reasons for migrating. The number of fathers who have arrived for family reasons and in
particular to join their children is insignificant.

*Questions concerning financial transfers are as follows. For financial transfers, ‘did you give
money to your parents during the last five years?” For time, ‘do you actually spend time
helping your parents in old age?’
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TABLE 1
THE PATTERN OF UPSTREAM TRANSFERS

Parents living in France Parents living in the origin country

Variables Men Women All Men Women All
Rate of transfer (in %)

Time 19.2 30.6 24.8 5.6 3.9 4.7

Money 43 5.9 5.1 32.8 20.4 26.5
Portfolio (in %)

No transfer 77.1 66.5 71.8 64.9 76.7 70.9

Money only 3.7 2.9 3.3 29.6 19.4 24.4

Time only 18.6 27.7 23.1 2.3 2.9 2.6

Money and time 0.6 2.9 1.7 33 1.0 2.1
Labour supply (in %)

Participation 84.0 70.0 77.1 79.8 53.6 66.4
Number of observations 349 340 689 880 918 1798

Source: Survey PRI 2003.

proportion of time transfers being more than five times lower than that of
financial gifts. Finally, there is evidence of gender differences in the pattern of
upstream transfers. Women are much more likely to give time to their elderly
parents when the latter live in France (30.6 per cent against 19.2 per cent of
men). When parents are in the origin country, male respondents are more
likely to send money to the elderly (32.8 per cent against 20.4 per cent).

As location is an important determinant of the portfolio of transfers, we
take a further look at the transfer allocation, accounting not only for the two
extreme locations (France and the origin country), but also for intermediate
locations, including different geographical distances within France and
outside of France. The results are reported by gender in Fig. 1. For both men
and women, we find that informal care to parents living in France is a
decreasing function of the geographical distance, while the relationship is less
clear for financial transfers. The incidence of upward monetary transfers
increases dramatically when moving from near foreign countries towards
distant foreign countries.

Irrespective of the transfer motive, the income levels of both the donor
and the recipient and the wage rate faced by the donor should strongly
influence transfers. Our data set contains a continuous variable of the total
household income of the donor and we use this variable as a proxy for the
child’s income. Given the high number of nationalities among parents resid-
ing outside of France, it is more difficult to construct a comparable continu-
ous proxy for the income of the parent. We therefore use a qualitative
variable, reported by the respondent and indicating a different level of life-
style of the parent.’

SThe question is about the standard of living of the parent when the child was a teenager. It
indicates whether the parents were ‘very poor’, ‘poor’, ‘fair’ or ‘rich’.
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F1G. 1 The Provision of Upstream Transfers, by Distance to Parents: (a) Male Respondents,
(b) Female Respondents
Source: Survey PRI 2003.
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Unfortunately, we do not have information on wages. However, the
empirical construction of wage rates for non-workers involves problematic
identification issues (Ettner, 1996). We therefore follow the stylized empirical
literature in including factors influencing the wage (such as gender, age or
education) directly in the various outcomes equations. In addition to these
factors, we include controls for the geographical distance between donors and
recipients, duration of migration, health, marital status and children of both
the donor and the recipient. The means of these variables are reported in
Table 2.

These statistics indicate that while the age distribution of migrants does
not vary on the basis of whether they participate in the labour force or
provide any upward transfers, higher levels of labour force participation and
provision of monetary transfers occur among better-educated respondents.
Interestingly, it is also the higher-educated respondents who have a higher
probability of providing time transfers. This observation could be consistent
with a theory of return of favours to parents who have invested in their
offspring’s education (Bhaumik and Nugent, 2000).

A finding that is more consistent with the altruistic hypothesis is that
upward transfers of both time and money allocate predominantly towards
parents of either very poor or poor financial status, and to a much lesser
extent towards parents with fair or high incomes. At the same time, the
means of current and permanent wealth of children providing any type
of transfers are slightly higher than those of children not providing
transfers.®

We also find that higher duration of migration is associated with higher
level of labour force participation and time transfers and lower level of
financial transfers. Larger distance of the parents from France is associated
with higher incidence of monetary and lower incidence of time transfers.
Resources allocate more intensively towards parents of poorer health and are
less important if both parents are alive and hence able to help each other.
Finally, married or cohabiting respondents are more likely to provide mon-
etary as opposed to time transfers.

While giving a good idea of the characteristics of respondents on the
basis of labour force participation and provision of financial or time trans-
fers, the descriptive statistics provide insufficient information on the complex
relationships between transfers and work. We explore these relationships
more rigorously in the next two sections.

®However, the proportion of respondents who own their house is on average higher for those
who give time to their parents, but lower for those who give money with respect to those
who do not help their parents.

© 2009 The Authors
Journal compilation © 2009 Blackwell Publishing Ltd and The University of Manchester 2009



213

Upstream Transfers and the Donor’s Labour Supply

"€00T T¥dd Aoaing :20.1n0g

L8YT 9¢¢ 1ece 1S 9L61 SCTLI oL SUOIIBAIISQO JO JoquInN
886 LSS6 9¢6 0LT6 L1v'6 ¥$T'6 1L9°6 (Terudunedop) orer yuowkordwoun
809°0 ¥$T0 6v9°0 ¥06°0 (43} SLSO ¥89°0 £nunos ugiai0) 19YIQ
SIT°0 8L0°0 611°0 L20°0 LETO LIT°0 601°0 Ieau :A1unod ugeIog
950°0 990°0 ¢c0°0 810°0 99070 6500 0S0°0 W (¢ uey) alow :aouelf up
090°0 8070 LS00 0200 0L0°0 0L0°0 L£0'0 uR| 0S—01 -eduelq ug
191°0 0¢s0 010 1£0°0 ¥61°0 6L1°0 Icro Wy O] uey} SS9 :90uel uf

uoneso]
891°0 Sv1°0 0LT°0 0LT°0 L9170 8S1°0 681°0 yord
¥0r°0 Sce0 01%°0 8LE0 R840 Y1¥'0 80 1req
£9C°0 9¢€°0 §ST0 96C°0 §9C°0 89C°0 44 1004
S91°0 ¥91°0 S91°0 961°0 LST°0 091°0 LLT'O Tood K12/
snje)s [BIOUBUL]
9960 8180 £5°0 895°0 9950 LSS0 88570 swojqold yieay
81¢°0 60€°0 02¢e0 88C°0 9¢e0 8CC0 86C°0 aAlfe syuared yrog
SO’y 8r8'¢ 9eCy 861°¢ LTy 8leY 86L'Y S3UI[qIs Jo TaquinN
SONISLIGIIDADYD  SIUIADJ
1150 090 10S°0 L6€°0 0¥S°0 LYS0 6CY°0 diys1oumo owoH
w86 66 €86 1766 L1386 8L6°6 CeS’o6 (Sor) owoout s poYasSNOH
¥19°0 8LS°0 819°0 80L°0 68570 1650 §99°0 [OUdI] SUNLIM JO FUIPLAI UT SWA[qOI
9656 LY PE €10°6¢ ¥91°9¢C 90¥°0¢ 68C0¢ 8C0'8¢ uoneISIW Jo uoneIn(
€1co 8¢CT0 010 L0OT0 Y10 c91°0 we0 wo[qoid yieaH
806'8 Soror ILL'8 LSO6 6988 819°6 10¢°L uonednpa jo srea x
Sv0'l Clo’l 6v0'l ¢88°0 L80°1 €060 99¢'1 SPISINO USIP[IYD JO I_dqUNN
883'I 91 LE6'] ¥8¢°C 09L°1 8CL'1 sTT QWOY 18 UAIP[IYD JO JoquinN
£68°0 608°0 8580 £88°0 9¥8°0 9680 81780 Joupred e yam SaArT
815708 SRS 6LY°0S 10¥°0$ 80 9¢°08 1L8°0S By
90$°0 LYS0 10S°0 SO0 es0 €cro €690 J[euag
$O1ISLIIODADYD S JUIPUOASIY
nv saf ON saf oN saf ON $2]gDLID A
AafSup.ay audl | AafSup.ay pprouvul,] uonypdind mogny

ATINVS THL 0 SOLISILV.LS AALLIIMOSA(]
Ca1avy,

© 2009 The Authors

Journal compilation © 2009 Blackwell Publishing Ltd and The University of Manchester 2009



214 The Manchester School

4 RESULTS FROM THE JOINT ESTIMATION OF LABOUR SUPPLY
AND TRANSFERS

The results from our trivariate probit analysis are reported in Table 3. Fol-
lowing previous works (Ettner, 1996), we assume that the parents’ character-
istics do not have a direct influence on the child’s work decision.

In the transfer equation, we therefore introduce the characteristics of the
parents, i.e. number of children, marital, health and financial status, as well as
geographical distance of the parents from their donor children, as excluding
conditions. At the same time, we exclude the household’s level of income and
the home ownership dummy from the labour force participation equation.
Finally, we keep the variable indicating problems in reading or writing
French along with the local rate of unemployment out of the transfer equa-
tions.” The labour supply estimates are reported in columns 2 and 3 of
Table 3, while the estimates for the transfers of money and time are in
columns 4, 5 and 6, 7, respectively.

As expected, more educated children are more likely to work. Age has a
negative impact on the probability of labour participation, which is easy to
explain given the age restrictions of our sample and the related higher prob-
ability of people belonging to this age group droping out from the labour
force. Duration of migration has a positive effect on the labour participation
of the migrant and higher rate of unemployment has a negative impact on the
probability of work. Finally, both a larger number of children and the exist-
ence of health problems negatively affect labour supply.

In columns 4 and 5, we observe that the financial transfer estimates are
more consistent with an altruistic hypothesis of transfers than with an
exchange explanation. Specifically, we note a positive influence of the donor’s
income on the probability of making a monetary transfer, while richer
parents are less likely to receive a financial transfer. The coefficients of ‘fair’
and ‘rich’ parental level of resources are negative and significant at the 1 per
cent level. At the same time, we find evidence of a positive impact of the
expected wage on monetary transfers. In particular, the coefficient of years of
education of the donor in the monetary transfer equation is positive.

Parents in poor health face a higher probability of receiving some money
from their children (at the 10 per cent level). This suggests that the respon-
dents care for the well-being of their parents, which is consistent with altru-
ism. Under an exchange motivation, in particular if children have to repay
their parents from investments in education received earlier, the characteris-
tics of the parents should not matter in the transfer decision. Our findings
thus cast doubt on the relevance of such self-interest models for migrants.

The provision of upstream services is more difficult to explain. The only
significant respondent characteristics are age and education. The only paren-

"The level of unemployment is measured at the departmental level using aggregate data provided
by INSEE. There are 95 departments in France.
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tal characteristic that influences positively the time-related transfers is the
health status of the parent. On the one hand, the result is consistent with the
assumption that children care for the well-being of their parents (altruism).
On the other hand, children would not have been able to repay their parents
through the use of time transfers if the latter were not in poor health. That
economic resources (either income or expected wage of the donor and finan-
cial situation of the recipient) do not influence the provision of upward time
transfers seems to be more consistent with an exchange motive.®

Table 3 provides evidence on the impact of geographical distance on
both time and monetary transfers that is consistent with both Table 1 and
Fig. 1. We observe a significant and positive impact of foreign location on the
provision of financial transfers, but negative and increasingly strong impact
of distance on the provision of time transfers. It is much more costly for
migrants whose parents live far away to give time due to transaction costs.
Finally, we observe positive coefficients of correlation between the various
outcomes. The positive correlation between financial and time transfers does
not mean that the two forms of assistance are complements, but rather that
there exist unobserved factors (such as altruism or respondent generosity)
influencing at the same time the decisions to give money and time to parents.

There are also gender differences in the provision of upstream transfers.
As shown in Table 3, women are less likely than men to give money to their
parents. The opposite is true for time transfers, although the gender dummy
is only significant at the 10 per cent level. As there are large differences
between men and women in their labour market, we also estimated the
trivariate models by gender. These regressions, not shown here, indicate that
very similar covariates influence the transfer decisions of men and women.
Financial gifts increase with the level of income of the donor, but are a
decreasing function of the parent’s resources, while time transfers are mainly
devoted to parents in poor health and living nearby.

To understand any location-based behavioural differences, we also esti-
mated two bivariate probit models for time and monetary transfers sepa-
rately for the cases of parents living in France and parents living in the
country of origin. These estimates, shown in Table 4, indicate that the behav-
iour of these two different groups of people is indeed different. In the case of
parents living abroad, more educated respondents are more likely to provide
the two types of transfers. The probability to make a cash gift is higher for
richer respondents, while it decreases with the resources of the recipient. Both
forms of transfers are more frequently received by parents in poor health, and
parents with a fair socio-economic status are less likely to receive services.

8We also find a negative effect of the number of siblings on the probability to give time to the
parents. Parents are like a public good and each child may have an incentive to free ride on
the transfers made by the other siblings.

© 2009 The Authors
Journal compilation © 2009 Blackwell Publishing Ltd and The University of Manchester 2009



217

Upstream Transfers and the Donor’s Labour Supply

“Juapuodsal oy} Jo A13unod uIsLIo JY) 10 S[OJIUOI OS[e UOISSAIZAI J[FuIs Yory () 10 Jod ()] PUB (44) U0 Jod G

(454 U0 10d | K[oAn)00dsar Suraq sjoaa] doueoyruSis ‘sasoyjuared ur a1 sanjeA 7 Jo sanjea 9In[osqy "onbrutas) pooyayI] wnwixew & Aq pajewr)sd sppow 31qoid deLreAlq 210N

"€00T [¥d AdAng ‘22.n0g

13 b V' LITI— pooyIayI 30T
689 86L1 SUOIIBAIISQO JO IoqUUNN]
(sv'D ¥IT0 (95°€) 18T°0 TOTIR[A1109 JO SIUAIOJA0))
(€6°0) €S1'0—  (659) 5x,96°0 A1unod uSroI10j 19YI0 (1eou :A13Uno0o U210, :90UAIRJAI)
98%)  sxxl180— (11D 1LT0 wy (G< :P0UBI U] (W O[> :90UBI] U] :90USIDJI)
(TY)  #xx6590—  (SL°0) 9L1°0 uny 0g—0 :e0ueI uf uoned0]
(85°0) Iwro-  (S€°0) e610—  (1€D €97°0—  (I1'9)  #xx€6€0~ yory
(5L°0) 6c10—  (Te) 6950 (96°1) #€1€0— (LS #xx95€°0- e (100d K19 :90UdIRJ0I)
(00 L6000 (LD sSSLO  (#£0) $50'0~ (671 8110~ 1004 SNIEIS [BIOURUL]
(€S°L)  #x41T0°T €10 ST00—  (61°S)  #xxLS90 (aLmn *611°0 swR[qoId y[eoH
($°0) 9900~  (61°0) 6£0°0—  (88°0) 601°0—  (6£°0) 0£0°0~ aate siuared yrog
(L0 #5000~ (9€°0) €100 (S8°0) L100—  (6L°D) #1200 SSuI[qIs Jo TaqunN
ME\?‘:GQ ww\h \Q hU.NNh.NxMN.u&kEN\U
(Ca) 691°0-  (68°0) 8610  (LE0) 900 (161 #8P1°0— diysioumo swopy
(€z0) L10°0 (88°1) «¥8T°0 (82°0) 6100~  (S8%)  +4x61T0 (80y) owodut s, pjoyasnop
(16°0) 8000— (17 «xI€0°0—  (8€°T) 0100 (00 #x110°0 uoneISIW jo uoneImn
(€01) w0 (L80) eco- (T oLro-  (61°1) 2010 wajqold yireay
(ge1) €00 (18°0) €200 (697 4448500  (CTT) 446100 UONEINPA JO SIBIA
((480) 890'0—  (S¥'1) rs10—  (18°0) 170°0-  (¢5°1) SY0'0— 9PISINO UBIP[IYD JO JqUINN
FL'1) «L80°0—  (€€'D) 001°0-  (91°0) L00°0—  (LT°0) 7000 aWOY 1B UAIP[IYO JO JOQUINN
(z8°0) 910~ (S1°0) woo (€I 60c0  (69°0) 9L0°0 Joupred e yim sAr]
(€329 %9700 ((S40)] v100-  (61°0) €000—  (91°0) 2000~ a3y
(€E€°E)  %xxS0¥°0 (€8°0) So1°0 L9°0) 6L0°0—  (PTE)  +#x8€T 0~ S[ewWo
Juapu0odsa. ayj Jo $211514210D.40Y ")
(067 sxsOPEE—  (S8°T) «€L6'¢— (16D «I1L0T—  (TES)  wxlOL'€E~ JuBISUOD)
L2fSup.ay auil | A2 fSup.aj [proupULY A2fSup.ay auil | A2fSup.ay [prouvuly §21qvLID A

20UD.L] Ul Sulal] SIUIDF

ppo.aqp Sulal] S1u2Dg

ATV

SYHASNVY ], AL, ANV TVIONVNI] 40 SHLVINILSH LId0dd HLVIAVAIH

© 2009 The Authors

Journal compilation © 2009 Blackwell Publishing Ltd and The University of Manchester 2009



218 The Manchester School

The sensitivity of transfers to the economic situation of both generations
makes these results more consistent with altruism.

While the trade-off between time and monetary transfers is clearly driven
by the socio-economic achievement of the respondent in the case of parents
living in the origin country, the decisions of migrants whose parents live in
France are less easy to interpret. The economic variables are hardly signifi-
cant in either equation, although the donor’s income has a positive effect at
the 10 per cent level on the cash gift decision. Services are more frequently
given by women to their parents, and respondents facing health problems and
living near their children face a higher probability to benefit from such
assistance. The opportunity cost of caregiving seems to be what matters most
in this case.

5 THE INTERPLAY BETWEEN FAMILY TRANSFERS AND
LABOUR PARTICIPATION

The trivariate analysis is performed under the implicit assumption that the
outcomes are jointly determined, without any interactions between them.
However, several authors have suggested that time transfers are endogenous
in the labour participation equation of the donor (Wolf and Soldo, 1994;
Ettner, 1995, 1996; Johnson and Lo Sasso, 2000; Carmichael and Charles,
2003). One can put forward several arguments in favour of the endogeneity of
transfers in the labour participation equation.

For instance, it is possible that parents expect children who are more
familiar with domestic tasks (these are most often daughters) to provide more
informal care. The existence of formal care substitutes for some time-related
services can make it possible for a child whose opportunity cost of time is high
to pay for formal care provision to parents instead of giving time. At the same
time, having a paid job may increase the propensity of the respondents to
provide assistance to the parents. This sets up a problem of reverse causality
for financial transfers through an income effect, whereby professionally more
successful individuals have a larger ability to provide financial transfers. To
disentangle the complex relationship between labour and transfer decisions,
we proceed in the following way.

Since most transfers to parents outside of France are in the form of
money and most transfers to parents in France are in the form of time, we
split our sample by parental location. First, we explore the impact of labour
supply on financial gifts, working respondents being expected to provide
more money to their parents. When the latter live abroad (money being the
primary transfer), the model to estimate is’

°As pointed out by an anonymous referee, it seems more difficult to interpret the role of financial
transfers on the labour participation decision. We therefore focus on the reverse case of
labour participation influencing the financial transfers.
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T*=XTﬁT +')/TH+8T

Conversely, when the parent lives in the origin country, time is the
primary transfer and we are interested in the effect of the labour participation
on the time provision. We then estimate the following model:'

{H*zXH/BH+£H @)
S*:Xsﬂs+ysH+gs

The above specifications define a recursive, simultaneous equations
model with two probit equations. Under the assumption that both residuals
follow a bivariate normal distribution, we estimate bivariate probit models
(Greene, 1998). Wilde (2000) has shown that exclusion restrictions were not
necessary for identification in these models. However, in that case, the model
is only weakly identified. To secure identification, we exclude the parental
characteristics, the household’s level of income and home ownership from the
labour participation equation. We also exclude from the transfer equations
both the variable indicating problems in reading or writing French and the
local rate of unemployment.

The results from the bivariate probit models are in Table 5. Since the
coefficients of our key exogenous covariates are consistent with those of the
trivariate probit regression, we concentrate in what follows on the interpre-
tation of the endogenous variables.

We first focus on the sample of immigrants whose parents live in the
origin country, i.e. the recipients of financial gifts. We observe that when the
decision to work is treated as endogenous, we obtain a significant value for
the labour participation variable in the gift equation. This means that
working will increase the respondent’s propensity to redistribute part of the
earned income to parents.!!

Let us now consider the relationship between time transfers and labour
participation. We find that working has a positive effect on the decision to
give time, but this relationship is only significant at the 10 per cent level. In
the reverse direction, when estimating a bivariate model with the endogenous
transfer in the labour participation equation, we also get a positive coefficient
for the time provision. However, the coefficient is very small and absolutely
not significant at any conventional level.

For the USA, several studies have found a significant negative relation
between time transfers and the labour supply of the donor (Ettner, 1996;

"Nevertheless, it could also be that the decision to help parents through services is itself
endogenous in the labour participation equation, as stated in the previous literature. We
have performed additional regressions to account for this reverse causality.

""When considering separately the subsamples of men and women (not reported), we note that
the estimate of the endogenous labour participation is about twice as high for men than for
women.
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Johnson and Lo Sasso, 2000; Carmichael and Charles, 2003). One possible
explanation of the difference in findings could be the difference in labour
market institutions and social security systems between the USA and France,
since the more generous provision of health care in France is likely to reduce
the opportunity costs of private informal care within the household.

6 CONCLUSION

As migrants grow older, especially in European countries characterized by
expensive social security systems, caring for elderly parents becomes an
important concern. Empirical studies, using primarily data from the USA,
have suggested that the upward provision of informal care may reduce the
labour force participation of the donor, typically the child of the elderly
disabled individual.

We add to the literature on upstream transfers by considering the case of
migrants in a continental European context and taking into consideration the
possibility of a substitution of time for money and the relationship between
these transfers and the labour supply of the middle-aged donor. Our empiri-
cal results indicate that parental location has an important impact on the
portfolio of upward transfers. While altruism explains to a large extent the
transfer choice to parents living in the country of origin, the opportunity
costs of the financial and time types of transfer seem to be the primary
determinant of the portfolio of transfers to parents living in France.

We find that monetary transfers allocate predominantly towards the
large number of elderly parents in the country of origin and the probability of
giving money is an increasing function of the donor’s labour participation.
Conversely, the smaller number of migrant parents in France are more likely
to receive time transfers than monetary transfers. There is no clear relation-
ship between these time transfers and the donor’s labour supply. Our results
thus provide some challenges to the apprehensions related to the fiscal burden
of ageing migrants in developed countries and highlight the advantages of
continued inflows of first-generation immigrants. They also emphasize the
necessity of taking the substitutability of time and money seriously into
account when studying the link between family transfers and the donor’s
labour supply.

APPENDIX: AN ALTRUISTIC MODEL OF TRANSFER WITH ENDOGENOUS
LABOUR SUPPLY

For the presentation, we focus on a model of transfers from one middle-aged child k&
to a parent p, meaning that we neglect the potential interactions between siblings. In
the sequel, we take the location of the donor and recipient as given.

The child’s utility function U(Cy, k) depends on his or her level of private
consumption Cj and on the hours of leisure /. Caring for parents is costly and it
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entails a loss of income (u; > 0, uy; <0, u, >0 and u», < 0). The parent’s utility func-
tion ¥(C,, sx) depends on his or her private consumption C, and on the amount of
informal care s;. The parent enjoys receiving time-related transfers from the child, so
that s, enters the utility function as a separate parameter. We have v; >0, v;; <0,
v, >0 and v» < 0. Finally, we denote by S the caring parameter which indicates
the weight of the parental satisfaction in the child’s extended utility function
M(C/(, lk) + ﬁkV(Cp, Sk).

The labour force participation is endogenous for the child. He or she allocates his
or her total time L, between paid work H, leisure /, and upstream services sy, so that
Hj. + i + s, = Li. The child’s income is given by the sum of exogenous income Y and
paid work hours wHj, where w is the hourly wage rate. The gross revenue is devoted
to consumption and to a financial transfer 7, made to the parent and
Cr=wH; + Yi — T,. The parent’s resources are assumed to be exogenous as they stem
from decisions made in the past. They include personal income Y, and the gift 7}, so
that the budget constraint is C, = Y, + T;. We further assume that 7 > 0 and s, > 0.
This implies that both transfers flow upwards.

By combining the first two constraints, we get the child’s full budget constraint
Cy + Wl + wsg + T, = wLy + Yy. The problem for the child is to maximize his or her
augmented utility function subject to the resource and non-negativity constraints:

maX,k ,S,“Tku(WLk + Yk - 1Vlk — WS, — Tk’ lk)+ ﬁkV(Yp + T}C, Sk) (Al)

The first-order conditions with respect to /k, s and T} give

—wuy +u, =0 (A2)
—wiy + Brv, =0 (A3)
—u + B =0 (A4)

The interpretation of these conditions is straightforward. The marginal utility of
leisure u, is equal to the marginal disutility wu, of forgone income (equation (A2)).
The marginal cost of lower income is equal to the marginal benefit from helping the
parent, weighted by the caring parameter (equation (A3)). Finally, equation (A4)
indicates that the financial transfer is such that the marginal cost for the child of
transferring resources (due to a lower private consumption) is equal to the marginal
benefit resulting from the increase in the parental level of well-being. By combining
(A3) and (A4), we obtain wy; = v,. When this condition is not satisfied, it is preferable
for the child to modify his or her allocation between time and money transfers in order
to reach a higher level of satisfaction.

By differentiating the system of the first-order conditions (A2)—(A4), one can
determine the effects of w, Y, Y, and S on the choice variables I, si and Tj. It is
straightforward to show that the financial gift is an increasing function of the child’s
income L;w + Y, and that the time transfer is positively related to the exogenous
income of both the child and the parent, while an increase in the wage rate reduces the
child’s provision of informal care. This model clearly shows the need to take into
account the joint determination of labour supply and transfers and the potential
substitutability of the two types of transfers conditional on the marginal product of
labour of the donor. [ ]
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