&) Springer

Motives for Intergenerational Transfers: Evidence from Malaysia

Author(s): Lee A. Lillard and Robert J. Willis

Source: Demography, Vol. 34, No. 1, The Demography of Aging (Feb., 1997), pp. 115-134
Published by: Springer on behalf of the Population Association of America

Stable URL: http://www.jstor.org/stable/2061663

Accessed: 14/10/2011 15:29

Y our use of the JSTOR archive indicates your acceptance of the Terms & Conditions of Use, available at
http://www.jstor.org/page/info/about/policies/terms.jsp

JSTOR is anot-for-profit service that helps scholars, researchers, and students discover, use, and build upon a wide range of
content in atrusted digital archive. We use information technology and tools to increase productivity and facilitate new forms
of scholarship. For more information about JSTOR, please contact support@jstor.org.

Soringer and Population Association of America are collaborating with JISTOR to digitize, preserve and extend
access to Demography.

http://www.jstor.org


http://www.jstor.org/action/showPublisher?publisherCode=springer
http://www.jstor.org/action/showPublisher?publisherCode=paa
http://www.jstor.org/stable/2061663?origin=JSTOR-pdf
http://www.jstor.org/page/info/about/policies/terms.jsp

e
MOTIVES FOR INTERGENERATIONAL TRANSFERS: EVIDENCE FROM

MALAYSIA®

LEE A. LILLARD AND ROBERT J. WILLIS

In this paper we discuss a number of hypotheses about mo-
tives for intergenerational transfers within the family. We use data
on time and money transfers between generations in Malaysia,
where there is neither Social Security nor Medicare, to explore
these hypotheses empirically. We find evidence supporting the hy-
potheses that children are an important source of old age security
and that old age security is, in part, children’s repayment for pa-
rental investments in their education. This repayment is partly a
function of the children's income and, in the case of females, a func-
tion of their spouse’s income. We also find evidence supporting the
hypotheses that parents and children engage in the exchange of
time help for money.

The family is the central social institution within which
decisions are made concerning fertility, investments in the
human capital of children and adults, and the distribution of
a family’s resources between generations, and between
spouses and siblings within generations. Intergenerational
transfers from productive middle-aged family members to
the dependent young and old or from the lucky to the un-
lucky help smooth the consumption of all members over the
life cycle and across uncertain states of the world. Transfers
also help insure the future productivity of family members
by facilitating investment in the human capital of the young.
In the United States and other developed countries, market
institutions (e.g., employer-provided pensions and health in-
surance) and tax supported public institutions (e.g., public
education, social security, and health insurance) may substi-
tute for the family. In Malaysia, however, pensions and
health insurance from either the private or public sector are
largely nonexistent; so if these functions are performed at
all, the family is likely to be chiefly responsible.

MOTIVATION FOR TRANSFERS WITHIN FAMILIES

A number of hypotheses have been advanced concerning the
motivation for transfers within families and, given the moti-
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vation, the observable relationships one might expect to see
between variables characterizing family members who give
and receive transfers. In this section, we shall briefly review
some of these hypotheses.

Old Age Security Hypothesis

The old age security hypothesis is one of the oldest hypoth-
eses about intergenerational transfers in the literature (see
Willis 1980 and references therein). The usual argument em-
phasizes the problems that individuals face in finding a reli-
able outlet for saving for old age in developing countries
where financial institutions are primitive, property rights are
insecure, the currency is subject to inflation, and government
social security schemes, private pensions, and health insur-
ance are nonexistent.

With alternative forms of asset accumulation foreclosed,
individuals are hypothesized to rely on transfers from their
children for old age security. Although children themselves
are risky investments—they may die, be the wrong sex, be
economic failures, or be disloyal—according to the hypoth-
esis they represent the only chance for common people in
poor countries to have any security in old age. Children may
provide security in a number of forms, including monetary
transfers, help with housework, and care if the parent is frail
or ill. Because the risks involved in relying on children and
on savings are to some extent independent, one might expect
an optimally diversified portfolio to include both children
and nonhuman assets. As economic development takes place,
markets emerge, and society develops ever more sophisti-
cated financial institutions, the old age security hypothesis
suggests that the economic benefits of having children will
wither away; thus fertility will decline as parents rely in-

creasingly on market and public sector methods and rely less

on old age transfers from their children.

Superficially, the experience of Malaysia fits this sce-
nario quite well. It has neither significant public social secu-
rity programs nor extensive employer-provided private pen-
sions. Thus, for the most part, individuals must rely on them-
selves or their families for old age support and, as we show
later, adult children provide significant monetary transfers to
their elderly parents—especially to widowed mothers. More-
over, as Malaysia’s rate of economic growth has accelerated
in the past two decades, fertility has declined substantially.
The primary difficulty in applying the traditional old-age se-
curity model to a country like Malaysia is that there is no
evidence that it has inadequate outlets for savings. Indeed
Malaysia belongs with the other “Asian Tigers,” such as
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South Korea, Taiwan, and Japan, that have achieved extraor-
dinary rates of economic growth in large part because of their
extraordinarily high savings rates (see Krueger 1995). Yet in
all these societies, parents are perceived to rely on their chil-
dren for support during old age.'

Parental Repayment Hypothesis

An alternative theory, which we shall call the “parental re-
payment hypothesis,” emphasizes borrowing rather than sav-
ing constraints. Because it is difficult for individuals to bor-
row against their future income in the market, this hypoth-
esis postulates that there is an implicit family capital market
in which parents finance human capital investment in their
children through a combination of grants and loans and, in
return, children implicitly repay the loan component by pro-
viding old age support for their parents. In particular, con-
sider the Becker and Tomes (1976) model of parental invest-
ment in their children’s human capital. In this model,
children’s earning capacity as adults depends on the amount
of investment they received during childhood in the form of
parental time and expenditure devoted to their health and
education. Parents have a budget determined by their own
labor income, land ownership, and other capital. They allo-
cate this budget to their own current consumption, expendi-
ture on the consumption and investment of their children, and
savings for their old age on which they receive a return equal
to the market interest rate.

An efficient family investment program would maximize
the joint wealth of the parents and children by carrying in-
vestment in the children’s human capital to the point at which
the marginal rate of return is equal to the market interest rate.
The distribution of welfare between the parents and children
is then determined by intrafamily transfers. If parents are al-
truistic toward their children and they are rich, parents will
tend to pay the full cost of their children’s human capital and
perhaps to add a sizable monetary bequest.

In a rapidly developing country such as Malaysia, par-
ents’ incomes will tend to be low relative to their children’s
incomes. For instance, if real per capita income growth is
4% per year and the mean length of a generation is 25 years,
then the typical child will have a lifetime income that is
nearly three times as high as that of his or her parent. More-
over, because of Engel’s Law, the composition of economic
activity tends to shift away from agriculture toward industry
and services as economic development proceeds. As a con-
sequence, the relative demand for more skilled and better-
educated labor tends to increase (Willis 1994).2 In this con-
text, the efficient investment program requires parents to de-
vote an increasing portion of their income to investment in

1. For example, sce Lee, Parish, and Willis (1994) for evidence and
analysis of patterns of intergenerational transfers in Taiwan.

2. Lillard and Willis (1994) show that the education of cohorts born
early in the century averaged about four years for malcs and two years for
females. Educational attainment grew stcadily over successive cohorts and
relatively more rapidly for females to reach an average of about cleven years
for both sexes by the birth cohort of 1980. Lillard and Kilburn (1995) present
cvidence on the returns to education in Malaysia.
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children which, given the parents’ low income, places pres-
sure on them either to sacrifice their own current consump-
tion or to jeopardize their old age consumption by reducing
their savings. One possible margin of adjustment is fertility
reduction, and another is for parents to shift a portion of their
retirement portfolio away from monetary savings toward in-
vestment in their children’s human capital. Of course, if the
purpose of this portfolio shift is to improve the parents’ pros-
pects for old age consumption, they must expect that the chil-
dren who receive the increased investment during childhood
will share some of the fruits of this investment with their
parents in the form of old age support. According to this hy-
pothesis, we expect to see a strong relationship between chil-
dren’s education and the transfers they make to their parents.

Risk and Insurance

Dealing with risk is one of the great challenges facing hoyse-
holds in developing countries. Recent research suggests that
whereas households in low income countries face consider-
able income risk, they are surprisingly effective in smooth-
ing consumption through a variety of market and nonmarket
institutions for sharing and spreading risks.* The family is
one such institution. Intrafamily transfers may help smooth
consumption across uncertain states of the world by offering
family members implicit insurance. To the extent that family
members face risks that are correlated imperfectly with the
risks faced by other family members, a family agreement to
pool risks may lower substantially the riskiness of each
member’s consumption. For example, Kotlikoff and Spivak
(1981) show that a pooling agreement between a husband
and wife in which each provides for a bequest to the other
may reduce risk, but less than would a fair market annuity
that involves pooling risks over a very large population. In
our empirical work, we investigate the sensitivity of trans-
fers to transitory variations in income, and estimate the cor-
relations of transfers across family members.

Altruism Hypothesis

Becker (1974, 1991) and others have advanced the hypoth-
esis that family members have altruistic feelings toward one
another as a key ingredient in explaining many aspects of
family behavior. For example, an altruistic “head of the
household” who controls all of a family’s resources will
transfer resources to other family members so as to maxi-
mize a weighted sum of the utility functions of all family
members. This allocation of family resources is efficient,
and it “automatically” provides family members with the
benefits of consumption-smoothing over the life cycle and
across uncertain states of the world that otherwise would re-
quire actions such as borrowing and lending or the purchase
of market insurance. In addition, because of the head’s al-
truism, other family members receive net transfers. In the

3. For an up-to-datc summary of thcory and cvidence in this arca scc
the papers by Townsend (1995), Morduch (1995), and Besley (1995), which
appcared in a symposium on consumption-smoothing in thc developing
countrics in the Journal of Economic Perspectives.
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context of the Becker-Tomes (1976) model of family invest-
ment in children’s human capital, the more altruistic the
household head, the more he finances investments in his
children’s education through gifts and the less he requires
repayment. Whereas most discussions of altruism implicitly
assume homogeneity of preferences, there may be variation
among families in the degree of altruism among members
and in the extent of transfers in a number of dimensions, an
issue we address empirically.

It is difficult to distinguish empirically between trans-
fers that arise because of altruism and transfers that reflect
efficient contracting among family members. For example,
an efficient insurance contract would lead to the same type
of redistribution of family income from lucky to unlucky
family members that would be chosen by an altruistic house-
hold head. The main difference is that a pure insurance
scheme would be actuarially fair (or mildly “unfair” if there
are administrative costs to cover), whereas the beneficiaries
of an altruist receive a net transfer because the expected
value of transfer receipts exceeds the value of their contribu-
tion to family income. Unfortunately we do not have data
that would permit us to determine, for example, whether par-
ents spend more on childrearing than they receive from the
child as old age support, or whether the transfer a family
member receives when his transitory income is low in one
period is offset by transfers that family member pays in other
years when his income is unusually high.

Exchange Motive for Transfers

Alternative models of intrafamily transfers are based on ex-
change rather than on consumption-smoothing motives. In a
well-known paper, Cox (1987) argues that if parental trans-
fers to children represent implicit payment for services chil-
dren provide to parents and these services are demanded
inelastically, parents would tend to transfer more to their
relatively high income children whereas, as noted above, al-
truistically motivated parents will transfer less. If the ser-
vices a given child provides are a good substitute for ser-
vices other children provide or for services available in the
market, transfers within the family will tend either to go to-
ward the child who can provide the services most cheaply—
possibly a low income child with a low opportunity cost of
time—or to disappear in the denser markets of urban areas.
Because our data contain records of both transfers and cer-
tain services (childcare help and housework help), we will
be able to test directly for evidence of links between trans-
fers and service provision.

Bargaining Power in the Household

Recently economists have begun to find ways to peer inside
the “black box” of household economies to make inferences
about the distribution of economic welfare between husbands
and wives: They have examined how the composition of
household consumption is influenced by the spouse’s control
of resources (see, for example, Thomas (1990) and Schultz
(1990)). The basic idea is that the spouse with more bargain-
ing power will command a larger share of household con-
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sumption. If preferences differ between the spouses, evi-
dence of varying shares of total consumption (an unobserv-
able variable) is obtained by examining observable changes
in the pattern of household consumption. For example, if in
comparison to fathers mothers are more altruistic toward
children, an increase in the mother’s earnings capacity or
wealth ownership—which is assumed to increase her bar-
gaining power—will lead to a larger proportion of the house-
hold’s income being spent on children’s goods.

Data on transfers offer an opportunity to test for the ex-
istence of bargaining power. For instance, in a study using
data from Taiwan, Lee et al. (1994) find that transfers from a
married couple to the wife’s parents are more sensitive to the
wife’s income than to the husband’s income—a result con-
sistent with the hypothesis that improved market earnings
potential increases the wife’s bargaining power. Our data will
permit us to test for this effect in Malaysia.

Gender Differences

The effect of gender on parental investments and returns
from children has been an important issue in many Asian so-
cieties. In Chinese culture, for example, traditionally sons are
relied upon for old age support whereas daughters leave their
family of origin upon marriage to become part of their hus-
band’s family. This pattern is often invoked as an explana-
tion for greater investment in the education of sons relative
to daughters.*

In this paper, we will investigate how transfers (made to
and received from) differ across sons and daughters in Malay-
sia. In particular, the parental repayment hypothesis suggests
that parents who make investments in a daughter’s education
may expect to receive transfers in return. Daughters may ac-
quire the resources to make such repayments through their
own earnings or through a better marriage. This hypothesis
may provide an alternative to the bargaining power hypoth-
esis to explain the difference in the effects of male and female
income on transfers to parents on each side of the family.

DATA AND DESCRIPTIVE STATISTICS

In this study we use information on transfers from the 1988
Malaysian Family Life Survey (MFLS-2). The survey pro-
vides a rich source of current and retrospective economic and
demographic information, which we exploit in order to gain
perspective on intergenerational transfers. One feature of the
data that is particularly advantageous for this study is that
the survey collected detailed information about inter vivos
transfers during the 12 months before the survey—including
the presence of money and/or time transfers and the amount
of money transfers. The survey included questions about
transfers to and from generations both above and below the
reporting generation. We use this information to consider
transfers from the perspective of the respondent as both a
parent and a child.’

4. For skeptical analyscs of this claim, sce Greenhalgh (1985) and Par-
ish and Willis (1993).

5. The full sample contains 3,753 houscholds for which there is at lcast
one cligible parent (alive and non-coresident) for cither member of a mar-
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The first perspective from the parents’ viewpoint con-
siders the total transfers given to or received from all the
non-coresident adult children (over age 18) of a parent
couple, or the surviving spouse if the other spouse has died.®
A basic requirement for inter vivos transfers between par-
ents and their adult children is that there must be at least one
eligible adult child. Panel A of Figure 1 shows the life cycle
pattern of having at least one eligible child. The fraction of
couples with eligible children rises rapidly after age 35,
reaching a peak at age 45 and remaining high thereafter. The
number of eligible children also rises monotonically over the
life cycle. The life cycle pattern of the probability of giving
money transfers to eligible children and receiving money
from children (as a group), shown in Panel B, clearly illus-
trates the tendency to transfer to children early in the life
cycle and to receive from children later in the life cycle. Par-
ents are more likely to receive money transfers from chil-
dren, and over a longer period of the life cycle, than they are
to give money to children. The mean positive transfer
amount is reported in Table 1.

Whereas the figure shows transfers for households both
with and without eligible children, our analyses are based on
those with at least one eligible child. Table 1 shows that there
are 1,717 households with eligible adult children in the
sample, and displays some descriptive statistics on transfers
to and from children. One of the clearest patterns of transfer
behavior is that the direction of flow of inter vivos monetary
transfers is predominantly from the younger to the older gen-
eration in Malaysia. As illustrated in Table 2, however, the
mean level of transfers (including zeros) as a share of house-
hold income is fairly small.

The parent perspective has the advantage of capturing
all transfers given or received by the older generation within
a family, and enables us to examine how transfers depend on
the economic and demographic circumstances of the older
generation. It also enables us to see how transfers depend on
the number and characteristics of all the children of a couple
or surviving spouse. This perspective has three major limita-
tions, however. First, it provides only limited information
about the economic and demographic circumstances of each
child: We know only the child’s sex, age, current enrollment
status, and highest level of education. Second, the transfers
given to or received by an individual child are not identified.
Third, we do not know the child’s marital status nor, if the
child is married, do we know what transfers have been given
to or received from parents of the child’s spouse. We address
these issues next.

The second perspective is from the viewpoint of the (re-
spondent) child and his or her spouse. Each survey asks a

ried couple or at least onc eligible child (at least age 18 and non-corcsident).
The sample contains relatively few houscholds with both parents and chil-
dren eligible, so we do not pursue the combination.

6. This sample includes both marricd couples and unmarried women.
The original 1976 MFLS sampled cver-marricd women, so women arc morc
likely to be included. There was an insufficicnt number of unmarricd men in
the new sample partly due to higher mortality among men for their inclu-
sion in this analysis.
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female respondent about transfers given to or received from
her (living and non-coresident) parents and, in a separate
spouse interview, asks the husband about transfers given to
or received from his (living and non-coresident) parents.
From this perspective, we can examine how a couple’s deci-
sions about transfers involving both the husband’s and the
wife’s parents are influenced by the economic and demo-
graphic circumstances of the couple and by their individual
economic labor force activities and earnings. For this analy-
sis we include only couples so that the decision-making unit
is always comparable.

A basic requirement for inter vivos transfers between an
adult child and his or her parents is that there must be a sur-
viving non-coresident parent. Panel A of Figure 1 shows the
life cycle patterns of the wife having at least one non-
coresident living parent and of the husband having at least
one non-coresident living parent. A couple is most likely to
have eligible parents while relatively young, peaking around
ages 25-30, after which the probability of having surviving
parents declines.

From the perspective of the younger child generation
the life cycle pattern of transfers to and from their parents
is reflected in Figure 1; the figure reports transfers for a
married couple to and from the wife’s parents (Panel C) and
to and from the husband’s parents (Panel D). The overall
patterns indicate, again, that transfers are more likely to
flow from the younger to the older generation and that com-
pared to wives, husbands transfer to their parents at a
higher rate.

Whereas the figure shows transfers for households both
with and without eligible parents, our analyses are based on
those with at least one eligible parent. Table 1 shows that
there are 2,053 couples for which the wife’s parents are eli-
gible and 1,740 couples for which the husband’s parents are
eligible, and displays some descriptive statistics on transfers
for various combinations of eligible parents. There are
1,433 households with both sets of parents eligible for
transfers and 2,360 households for which either his or her
parents are eligible.

One weakness of this perspective is that we have lim-
ited information about each spouse’s parents: We know only
whether the mother and father of each spouse is living, their
age, and their education, but we do not have detailed infor-
mation about their incomes. Another limitation is that we do
not know about transfers that the parents receive from the
husband’s and wife’s siblings. We know, however, the num-
ber, sex, and age of the husband’s and wives’ siblings, al-
though we do not know their marital status, education, or
income.

We have information only about transfers between non-
coresident parents and children. Because coresidence deci-
sions may be endogenous, we estimated transfer models al-
lowing for self-selection into coresidence (both in terms of
the eligibility of a set of parents and in terms of coresidence
with the spouse’s parents), and found no significant evidence
of selection bias or endogeneity of coresidence. We, there-
fore, treat it as exogenous in the specifications that follow.
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FIGURE 1. PROPORTIONS ELIGIBLE AND MONEY TRANSFERS OVER THE LIFE CYCLE
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Other potentially endogenous variables we treat as ex-
ogenous are the number of children from the parents’ per-
spective and number of siblings from the child’s perspective.
When respondents are parents but have eligible children (at
least one non-coresident child over age 18) their fertility may
not be complete at the time of the interview; so number of
children may not be the appropriate measure for younger par-

ents. Because we did not find evidence of endogeneity of
coresidence or of time transfers in the money transfer equa-
tions (discussed below), treating of number children as ex-
ogenous may not be inappropriate; but this is clearly a sub-
ject for further research.

A second important feature of the data for our analysis
of transfers is that it includes information on wives’ work
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TABLE 1. SAMPLE SIZES AND DESCRIPTION OF TRANSFERS

Parent Perspective: Transfers with All Children over Age 18

Percentage Amount ($U.S.)
Money Transfers
Money to children 23.6 726.15
(5.2)
Money from children 61.5 496.34
(5.3)
Time Transfers
Housework to children 8.3
Housework from children 171
Childcare to children 22.0
Number with Eligible Children 1,717
Child Perspective: Transfers with Parents
Wife’s Parents Husband’s Parents
Percentage Amount ($U.S.)*  Percentage Amount ($U.S.)
Money Transfers
Money to parents 54.3 209.71 68.5 331.26
(4.6) (5.1)
Money from parents 18.5 128.35 15.9 248.49
(4.0) (4.1)
Any Time Transfers
Housework to parents 22.8 221
Housework from parents 13.4 8.0
Childcare from parents 23.0 16.1
Number Eligible Parent Sets 2,053 1,740

2$1 U.S. = 2.57 Malay ringgits.

and earnings (i.e., never worked, not currently working, and
current monthly earnings) and a full earnings history for hus-
bands,’” facilitating the measurement of permanent and tran-
sitory income?® and of other income sources to measure cur-
rent total household income. Although the quality of retro-
spective data—possibly going back as far as 30 years in some
cases—may be questionable, Lillard and Kilburn (1995) ex-
amine the retrospective earnings data from both the MFLS-1
and the MFLS-2 in the context of intergenerational links in
the earnings. They find that the observed life cycle profiles

7. Mcn werce asked to give a complete retrospective history of work
and carnings beginning with the their first job. Reported figurcs arc in real
valucs using government statistics on prices over time.

8. The mcthod of mcasurcment of permancnt carnings is discusscd
morc fully in Lillard and Kilburn (1995). It consists of agc-adjusted mcan
monthly carnings over the work lifc, including an allowancc for rctrospec-
tive reporting crror. Transitory carnings arc mcasurcd as the dcviation of
current carnings from pcrmancnt carnings.

appear reasonable. In addition, our analysis explicitly incor-
porates measurement error with variance which depends on
the recall period.

MODEL AND RESULTS: RESPONDENTS AS
PARENTS

From the perspective of respondents as parents, information
on transfers includes money and time both to and from their
eligible children (i.e., non-coresident children aged over 18)
as a group, reported by the female respondent.

“In the past 12 months [did] any of your children who
are over 18 and not living with you do any of the following
things to help out you (or your husband)—either on a regu-
lar basis or, for example, when you were sick or needed fi-
nancial or other assistance? Did they:

A. Give you money or help pay your bills or pay for
housing?
B. Give you food or other goods?
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TABLE 2. MONEY TRANSFERS AS A SHARE OF HOUSE-

HOLD INCOME
Money to Parents/Giver’s Household Income (%)
Only wife’s parents eligible 24
Money io wife's parents 29
Only husband’s parents eligible 4.3
Money to husband’s parents 6.1
Money to parents, Wife’s and
Husband’s Parents Eligible 9.2
Money from Children/Parent’s Income (%) 7.8

Note: These figures include zero amounts.

C. Take care of your younger children without pay?

D. Do household chores or provide personal care?...

If Type A or B (Money or Goods): What is the total value
of (type help) that you (or your husband) have received from
your children in the last 12 months?”

An analogous set of questions was asked about time and
money help provided fo the same set of children. The an-
swers to these questions translate into five transfer equations
described as follows.

Any money to children, and log amount if positive. A
probit function indicates whether there was a positive trans-
fer of money (A or B) to non-coresident adult children,

MTC = Lif a;ler ";vm>0
0 otherwise ’

and if so the (log) amount of money (A and B) is given by,
Ind, =P X+u

mte ‘mtc
Any money from children, and log amount if positive.
A probit function indicates whether there was a positive
transfer of money (A or B) from all non-coresident adult chil-
dren as a group,
lLifo, X+v,,>0

mfe

MFC= { 0 otherwise 4

and if so the (log) amount of money (A and B) is given by,
ln Amﬁ‘ = B :’u[cX + umﬁ' *

Any housework time from children. A probit function
indicates whether there was a transfer,

. ’
Lifay X+v,>0

TFC= {0 otherwise

All stochastic terms are assumed to be distributed normally.

Results

Estimates of the parameters of these five equations are pre-
sented in Tables 3 and 4. There are no exclusion restrictions
to identify selection into positive transfers, so the probit and
log amount equations are estimated separately. We found no
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evidence for correlation in the propensities to give and to
receive or in the amounts given and received.’

Transfers of Money To Children (MTC). By far the
largest and most significant predictor of any transfer and of
the amount of transfer over the last 12 months is the number
of children enrolled in high school or college. It is not un-
common in Malaysia to foster one’s child with a relative
(perhaps an older sibling) who resides near a high school
(thus making him or her non-coresident) so that the child
may attend school while providing financial assistance to the
foster family. Generally results are similar for sons and
daughters in college, but when differences are significant
they favor sons.

The parents’ resources matter in transfers to children. If
the mother is not working, the parents are less likely to make
a transfer to their children; but if a transfer occurs the amount
is unaffected by a mother’s working status. The amount of a
positive transfer to the children increases with the earnings
of both the father and the mother, but a positive transfer is
no more likely with higher earnings.

More educated parents transfer more money to their chil-
dren. Chinese parents are less likely than Malay parents to
make transfers to their children, but transfer larger amounts
when they make them. Indian parents are more likely to
make transfers and to transfer more.

Transfers of Money From Children (MFC). The most
important and statistically significant relationships in money
transfers to parents from their children are related to the
number of non-coresident children and their education. First,
the probability of receiving transfers declines with the num-
ber of children in school. Parents give these children trans-
fers rather than receive them.

The number of non-coresident children who have com-
pleted their schooling and their education level are impor-
tant determinants of transfers. The effects of the number of
children only (no high school or college graduates) on the
probability of a transfer ®(a’ X) and on the expected

mfe
transfer amount ®(o;, X)xexp(p’,, X+.50,

sented in the first three rows of Table 5. There is a signifi-
cant increase of about six percentage points in the probabil-
ity of a transfer, for each two additional children (i.e., as the
number of children increases from one to three to five).
There is a corresponding small increase in the expected
transfer of about $13 per two children.

Next consider the additional effect of the children’s
education on transfers. Compared with number of children,
education has a more substantial effect on expected trans-
fers as illustrated in the remaining rows of Table 5, which
compare changes in only the education of children, assum-
ing that there are three sons in each case. The reference case

) are pre-

9. Equations, including “any” and “amount” equations, were estimated
jointly pairwise, using functional form for identification. Each correlation
was positive, but not near statistical significance, and no substantive results
were affected. In the next scction on transfers to parents we are better able
to identify corrclation across transfer equations.
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TABLE 3. MONEY TRANSFERS TO ALL ADULT NON-CO-

RESIDENT CHILDREN
Any Money Log Amount
(MTC) (InA,)
Children’s Characteristics
Number of children in 0.4344*** 0.2959
high school (0.0894) (32.9199)
Number of sons in college 1.0625*** 1.3433***
(0.0925) (0.2094)
Number of daughters 1.3334*** 0.9430***
in college (0.1456) (0.2162)
Parents’ Characteristics
Wife’s education 0.0589***  -0.0160
(0.0136) (0.0340)
Husband’s education 0.0482*** 0.0731**
(0.0122) (0.0326)
Log wife’s monthly earnings 0.0711 0.2968***
(0.0502) (0.1122)
Wife not working —0.3434*** 0.0090
(0.0770) (0.1878)
Log husband’s monthly —-0.0449 0.1638*
earnings (current) (0.0450) (0.0948)
Chinese -0.2193** 0.9976***
(0.0965) (0.2318)
Indian 0.2236** 0.9338***
(0.0948) (0.2634)
Intercept -1.2384** -0.0137
(0.4989) (1.1326)
Gt 1.2089***
(0.0742)

Note: Standard errors are in parentheses.
**p<.01;*p<.05;*p<.10

(from above) is three sons with no high school or college
graduates. The probability of a transfer and the expected
amount increases substantially as more sons become high
school graduates; the probability increases by 18.5 percent-
age points, and the expected amount increases by $233 for
three high school graduates compared to no high school
graduates. The effects of having a college graduate son are
even larger.

Transfers parents receive from non-coresident children
are not affected by coresidence with a son or daughter (and the
coresidence variables were not endogenous) or the number of
coresident children. This provides a first bit of evidence that
the behavior of siblings has little effect on transfers.

The parents’ financial resources influence monetary
transfers from children. Parents are less likely to receive
transfers the greater the father’s earnings and (if the mother
is working) the greater the mother’s earnings. The amount of

DEMOGRAPHY, VOLUME 34-NUMBER 1, FEBRUARY 1997

transfers is greater if the mother is not working. A puzzling
result is that the amount of transfers increases with the fa-
ther’s earnings, mainly related to permanent earnings (based
on results not shown).

Chinese parents are more likely than Malay parents both
to receive transfers and to receive larger amounts. Indian par-
ents receive significantly larger amounts when transfers oc-
cur, but are less likely to receive them.

Transfers of Time (Help with Housework) From Chil-
dren (TFC). Whereas time transfers rise with the mother’s
age, little else matters in these equations, except that Chinese
parents are significantly less likely to receive time help. Im-
portantly there are no effects of household income of the re-
cipient—neither of its composition in terms of who earned it
nor of father’s lifetime permanent earnings.

Time transfers are not affected by the number and educa-
tion on non-coresident children, but money transfers are. This
finding is consistent with the idea that monetary transfers are
repayment for educational investments rather than that edu-
cation increases one’s preferences for helping one’s parent.

MODEL AND RESULTS: CHILD’S PERSPECTIVE

From the perspective of respondents as children, information
on transfers includes money and time both to and from par-
ents, reported separately by the husband and by the wife about
his or her own eligible (living, non-coresident) parents. The
following is an illustrative question about transfers:

“In the past 12 months have you (or your husband) done
any of the following things to help out YOUR own parents—
either on a regular basis or, for example, when they were
sick or needed financial or other assistance? Did you:

A. Give (them) money or help pay their bills or pay for

housing or a business?

B. Give (them) food or other goods?

C. Do household chores or provide personal care?...

If Type A or B (Money or Goods): What is the total value
of (type help) that you (or your husband) have provided/
given to your parents in the last 12 months?”; and “In the
past 12 months have YOUR own parents ever done any of
the following things to help you out (or your husband)—ei-
ther on a regular basis or, for example, when you were sick,
had a baby, or needed financial or other assistance? Did they:

A. Give you money or help pay their bills or pay for

housing or a business?

B. Give you food or other goods?

C. Take care of your children without pay?

D. Do household chores or provide personal care?

If Type A or B (Money or Goods): What is the total value
of (type help) that you (or your husband) have received from
your parents in the last 12 months? ”

Analogous questions were asked about time and money help
received from/to the spouse’s parents.

Model

The answers to the set of questions about transfers with par-
ents translate into 14 transfer equations. To simplify the dis-
cussion, we discuss only the eight equations for transfers of
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TABLE 4. MONEY AND TIME TRANSFERS FROM ALL ADULT NON-CORESIDENT CHILDREN

Money
Any Log Amount Any Time
(MFC) (In A, (TFC)
Children’s Characteristics
Number of children in school -0.1181** 0.1031 -0.0919
(0.0548) (0.0780) (0.0759)
Number of children completed school 0.0772*** -0.0137 0.0186
(0.0204) (0.0232) (0.0229)
Number of high school graduate sons 0.1612*** 0.2265"** -0.0010
(0.0349) (0.0375) (0.0378)
Number of high school graduate daughters 0.1852*** 0.1418*** 0.0204
(0.0388) (0.0401) (0.0396)
Number of college graduate sons 0.2696*** 0.5450*** —0.0306
(0.0755) (0.0880) (0.0821)
Number of college graduate daughters 0.1601** 0.4296*** —0.0469
(0.0703) (0.0989) (0.0839)
Parents’ Characteristics
Wife education -0.0099 0.0089 0.0132
(0.0135) (0.0174) (0.0158)
Husband education -0.0204 -0.0005 0.0133
(0.0131) (0.0162) (0.0156)
Wife'’s age 0.0090* —0.0081 0.0142**
(0.0049) (0.0063) (0.0059)
Husband's age -0.0027* 00.0007 —0.0004
(0.0015) (0.0018) (0.0017)
Coreside with a son 0.1093 0.0721 -0.0748
(0.0770) (0.0919) (0.0863)
Coreside with a daughter 0.0250 -0.0007 -0.1140
(0.0803) (0.0962) (0.0907)
Number of children at home -0.0180 -0.0197 0.0008
(0.0185) (0.0254) (0.0217)
Log wife’s monthly earnings -0.1243* 0.0346 —0.0809
(0.0485) (0.0723) (0.0550)
Wife not working 0.1225* 0.2715*** 0.0615
(0.0722) (0.0945) (0.0826)
Log husband’s earnings (current) —0.0841* 0.1067* —-0.0484
(0.0446) (0.0603) (0.0511)
Chinese 0.3347** 0.6058*** -0.4127***
(0.0808) (0.0974) (0.0928)
Indian -0.1704* 0.2846** —-0.0707
(0.0934) (0.1158) (0.1027)
Intercept 1.0255" 3.6765*** -0.6629
(0.5779) (0.7367) (0.6627)
Ot 1.2911***
(0.0316)

Note: Standard errors are in parentheses.
**p<.01; **p<.05; p<.10
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TABLE 5. EFFECTS OF NUMBER OF CHILDREN AND THEIR EDUCATION ON TRANSFERS

Probability of Expected Amount Difference in Difference in
a Transfer (Probability x Amount) Probability Expected Amount
Number of Children® Relative to One Child
One 0.443858*** 124.424149***
(0.021040) (11.716814)
Three 0.505270*** 137.803745*** 0.061412*** 13.379596*
(0.021963) (12.365697) (0.016230) (7.565234)
Five 0.566557*** 150.334300*** 0.122699*** 25.910152
(0.031871) (17.248001) (0.032177) (15.907897)
Relative to Three Sons,
Education of Children® no High School or College Graduates
One high school graduate 0.569241*** 194.724762*** 0.063971*** 56.921018***
(0.018232) (15.745318) (0.013901) (8.208829)
Two high school graduates 0.631442*** 270.922866*** 0.126172** 133.119121***
(0.022978) (25.710743) (0.027006) (21.788732)
Three high school graduates 0.690373*** 371.520827*** 0.185103*** 233.717082***
(0.030963) (45.018507) (0.038383) (43.240373)
One college graduate 0.611327*** 287.542201*** 0.106057*** 149.738456***
(0.031927) (34.175845) (0.029118) (29.116353)
One high school, one college graduate 0.671483*** 396.141451*** 0.166213*** 258.337706™*
(0.028990) (45.246765) (0.031758) (41.543025)
Two high school, one college graduate 0.727492*** 538.307655*** 0.222222*** 400.503910***
(0.030376) (67.080290) (0.037340) (65.018749)
Three college graduates 0.794438*** 1111.395815*** 0.289169*** 973.5692070***
(0.062937) (303.506391) (0.066058) (302.490234)
Note: Standard errors are in parentheses.
2No high school or college graduates are included.
bEach family has three sons.
**p<.01;"p<.05 p<.10
money to both sets of parents and time transfers (i.e., house- X,+6,+w,,>0
work and childcare) from both sets of parents. These eight HFP\, =10 otherwise .

equations illustrate each type of relationships involved; the
remaining six equations are analogous, with the directions
of transfers reversed and with only housework time provided
to parents. The equations are described as follows.

Any Money to wife’s parents, and log amount if posi-
tive. A probit function indicates whether there was a posi-
tive transfer of money (A or B) to the parents of the wife,

_ Jlifoy, X, +0,,TFP, +{+0,>0
MIP, = {0 otherwise ’
and if so the (log) amount of money (A and B) is given by,

In4,, =B, X, +B,,TFP, + A+, .

mipy

Any housework time from the wife’s parents. A probit
function indicates whether there was a transfer,

Any childcare time from the wife’s parents. A probit
function indicates whether there was a transfer,

lifal X,+6,+0 >0
0 otherwise

CFP,= {

Any Money to husband’s parents, and log amount if
positive. A probit function indicates whether there was a posi-
tive transfer of money (A or B) to the parents of the husband,
lifo, X,+o,,TFP,+C+v,

H1“"H

MTP, = {0 otherwise ’

and if so the (log) amount of money (A and B) is given by,

Ind = B;,I X, +B,,TFP, +A+1,,.

mipy
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Any housework time from the husband’s parents.

lifo X,+6,+,,>0
0 otherwise :

hH

HFP, = {
Any childcare time from the husband’s parents.

lifo), X,+6,+w,,>0

CFP, = {0 otherwise :

All stochastic terms are assumed to be normally distrib-
uted. The heterogeneity terms (£,A,8,,8 ), and the analogous
components in the other direction, may be freely correlated,
but the remaining parent-specific residual components all are
assumed to be independent of one other and across parents.

Money transfers are represented by two equations: (1) a
probit index function equation for any (positive) money
transfers from the couple to the wife’s parents and (2) the
(log) amount of transfer if there is any. The two equations
illustrate potential self-selection into positive transfers. If the
residual in the any transfer equation (§ + v, or { + v,) is
correlated with the residual in the “amount” equation (A +
M, orA + L ), then ignoring self-selection will lead to biased
estimates of the amount equation. Because there are two sets
of parents with which a couple may transfer, we use a para-
metric within-couple estimator for the amount equation. That
is, we explicitly model and account for a correlation between
the couple’s propensity to give and its amount of giving, rep-
resented by common components in the equations for the
propensity to transfer money (£) and for the amount trans-
ferred (A). The variance of each of these components is iden-
tified by having two sets of parents. Then the correlation be-
tween them measures the extent of couples self-selection into
positive transfers. This parametric fixed-effect approach also
allows us to maintain identification of the selection model,
while including the same set of covariates in the equations
for any transfer and for amount of transfers.

The above discussion also illustrates the third issue re-
lated to correlation: that correlation may be substantively in-
teresting. In this example, we estimate a correlation in giv-
ing (any or amount) to her parents and to his parents, and a
correlation in receiving time help from her parents and from
his parents, in each case due to the common component in
the two equations for the two sets of parents (reported sepa-
rately by the two spouses). It is important to point out that
our empirical procedures do not restrict the correlation to be
positive.'® The equations above are written as they are to re-
flect the empirical results that they all are positive (except
for childcare, which had no correlation).

The second correlation issue illustrated in these equations
is the correlation between the residual of a couple’s propen-
sity to receive time transfers from his and her parents (6 + ®,,
or 6 + ®,) and the couple’s money transfer to the parents, thus
inducing correlation of the time transfer variables (7FP,, and
TFP,) in the equation for money transfers from the couple

10. The correlation will be negative if the components ({ and A) enter
the respective transfer equations with opposite signs. The correlation in the
propensity to give, for example, can be + o7 / (1+0’§).
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with the residual in those equations. In this case we also in-
clude a common component in the time transfer equation for
the two sets of parents (6), which also may enter with opposite
signs if empirically indicated. The endogeneity of time trans-
fers in the money transfer equations is accounted for by allow-
ing a correlation of 8 with ({ and 7).

The common components (£, A, 8) are independent of
the parent specific residuals, and each variance of the latter
residuals for the probit equations (0,,, G,,, O, ow,) is
normalized to 1.

There is an analogous set of relationships in the remain-
ing six equations for transfers in the reverse direction, and a
set of correlations between the two sets of three couple com-
ponents. All of these residual correlations are empirically

important in the couple transfer relationships.
{

Estimation

We estimated parameters by maximizing the marginal likeli-
hood function over the full set of parameters. Conditional on
the six common components, two pairs of ({, A, 0), the like-
lihoods of the various observed outcomes (transfers of vari-
ous types and the amounts where appropriate) are indepen-
dent, and the joint conditional likelihood is the product of
the individual conditional likelihoods (each one being a
probit probability or normal density function). The “full joint
likelihood” of (1) the observed outcomes conditional on the
family components and (2) the six conditioning family com-
ponents is the product of their individual likelihoods. We
then obtain the marginal likelihood used in estimation by in-
tegrating'' this “full joint likelihood” over the range of the
six conditioning variables to obtain the marginal likelihood
of the observed outcomes.

Results

One of the potentially important issues noted earlier was the
endogeneity of time transfers in their effect on monetary
transfers in the opposite direction—that is, the effect of time
transfers from parents (housework and/or childcare) on mon-
etary transfers to the same parents, and the effect of time
transfers to the parents (housework) on money transfers from
the same parents. In addition there may be important self-
selection into positive transfers, which would bias estimates
of the parameters of the equations for amount of positive
transfers. For these issues, having two sets of parents (the
wife’s and the husband’s) provides the opportunity to obtain
parametric fixed-effect estimates of the exchange parameter.
In addition there are substantively interesting interpretations
of correlations between other sets of transfer equations.

We first include a common (to the child couple) compo-
nent in the equations for the two set of parents (identified by
having two) for each type of transfers to and from parents.
There are thus seven family components for the seven types
of transfers, each one entering the equations for two sets of
parents—the wife’s parents and the husband’s parents. We

11. We use a multivariatc generalization of Gauss-Hermite integration
developed by Lillard (1993).
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TABLE 6. STANDARD DEVIATIONS AND CORRELATIONS OF FAMILY COMPONENTS IN TRANSFERS

Time from Time to
Money to Parents Parents? Money from Parents Parents?
Any Amount Any Any Amount Any
(MTP) (In A,) (TFP) (MFP) (In App) (MTP)
Any Money to Parents 0.4994*** 0.3330 0.3036 0.3081** —0.5438*** 0.9846*** i
(0.0740) (0.3043) (0.3390) (0.1318) (0.1614) (0.1292)
Amount of Money to Parents 0.3330 0.3096*** —-0.4971 -0.6372*** 0.5083** 0.7817***
(0.3043) (0.0775) . (0.4681) (0.1924) (0.2397) (0.1727)
Any Time from Parents? 0.3036 —0.4971 0.3465*** 0.9707*** 0.2861 0.9999***
(0.3390) (0.4681) (0.1423) (0.2141) (0.2772) (0.2157)
Any Money from Parents 0.3081** -0.6372*** 0.9707*** 0.4852*** 0.0933 -0.1400
(0.1318) (0.1924) (0.2141) (0.0965) (0.3659) (0.2586)
Amount of Money from Parents —0.5438*** 0.5083** 0.2861 0.0933 0.6273*** —-0.0717
(0.1614) (0.2397) (0.2772) (0.3659) (0.1654) (0.3614)
Any Time to Parents? 0.9846*** 0.7817*** 0.9999*** -0.1400 -0.0717 0.4625***
(0.1292) (0.1727) (0.2157) (0.2586) (0.3614) (0.0802)

Notes: Standard errors are in parentheses. All equations estimated jointly.

eFor housework. Childcare had no common component.
**p<.01;*p<.05; p<.10

estimate all of these outcome relationships (i.e., equations
and distributions of family components) jointly by maximum
likelihood using the approach outlined earlier. Each of these
family components in transfers is quite significant, except
for the transfer of childcare time from parents for which there
was no heterogeneity.'? Estimates of the standard deviation
of the six remaining heterogeneity components are presented
in the diagonal elements (the small boxes) in Table 6.

First, consider self-selection into positive transfers, rep-
resented by the correlation between the family component
for any transfers (from/to) and the family component for the
(log) amount of transfers (from/to). Neither of these correla-
tions is significant. Although we estimate the reported pa-
rameters jointly, the sign and significance (and substantive
importance) of estimates of the transfer amount equations are
not different.

Second, consider the endogeneity of household time
transfers in the money transfer equations. There are four rel-
evant correlations: (1) household time from parents with any
money to them; (2) household time from parents with amount
of money to them; (3) household time to parents with any
money from them; and (4) household time to parents with
the amount of transfers from them. These correlations ap-
pear in the off-diagonal elements of the diagonal large boxes
in Table 6. Of the six correlations, including the correlation
between any and amount of money, there is no correlation
significant even at p < .10. Time transfers may be taken as
exogenous in the money transfer equations, although the es-
timates reported below account for these correlations and

12. And thus childcare is not endogenous.

were not substantively affected by their inclusion. We dis-
cuss the remaining correlations below.

Table 7 shows estimates of the effects of child and par-
ent characteristics on transfers of money from a couple to
both sets of parents. The child and spouse characteristics are
both important. The husband’s earnings significantly affect
transfers in terms of the presence and amount of money to
both sets of parents, whereas the wife’s work status and earn-
ings affect transfers to only her own parents. As a gross rela-
tionship (not reported), children’s education strongly affects
transfers to parents, but the relationship is diminished after
controlling for children’s earnings. Controlling for earnings
of the child and spouse, total household income still posi-
tively influences transfers to both parents. Parents who pro-
vide reportedly unpaid childcare and housework are signifi-
cantly more likely to be given transfers. Other parents’ char-
acteristics including age and health status also influence
transfers.

Transfers of childcare and housework time from parents
are significantly greater for couples with more young chil-
dren, and less for couples with older children. These trans-
fers are also reduced for couples that coreside with the other
set of parents and/or for couples when the wife of the couple
has never worked (see Table 8).

The likelihood of money transfers from parents to the
couple, as shown in Table 9, is greater if the child provides
housework help to the parents and is reduced as the couple’s
total household income increases, but is unrelated to the earn-
ings of the husband or wife. As illustrated in Table 10, the
likelihood of a transfer of housework help to parents is greater
if a parent is in poor health, but is influenced by little else.
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TABLE 7. MONEY TRANSFERS TO PARENTS

Any Money Log Amount
Wife Husband Wife Husband
Child’s Characteristics?
Education of child < 10 years? 0.0247** 0.0116 0.0327** 0.0633***
(0.0119) (0.0172) (0.0127) (0.0155)
Education of child 10-12 Years 0.1017* 0.1814*** 0.0785 0.1309***
(0.0523) (0.0567) (0.0492) (0.0483)
Education of child > 12 Years 0.1070 -0.0311 0.1895*** 0.0757*
(0.0704) (0.0563) (0.0598) (0.0389)
Number of living siblings -0.0161 —0.0081 -0.0195 —-0.0060
(0.0124) (0.0131) (0.0130) (0.0110)
No other household income reported 0.0218 0.0423 0.2468 0.2187
(0.1642) (0.1805) (0.1536) (0.1503)
Log total other household income 0.0204 0.0560* 0.0480** 0.0691***
(0.0266) (0.0299) (0.0239) (0.0239)
Wife never worked -0.5518*** -0.0032 -0.2913*** 0.0278
(0.1048) (0.1248) (0.1124) (0.1033)
Wife not currently working -0.3022*** —-0.0656 -0.3071*** -0.0368
(0.0773) (0.0840) (0.0756) (0.0696)
Log wife’s monthly earnings 0.1356*** 0.0299 0.3436*** 0.0431
(0.0486) (0.0508) (0.0468) (0.0430)
Husband’s permanent earnings 0.2374*** 0.1756™** 0.2517*** 0.4711***
(age-adjusted) (0.0818) (0.0559) (0.0837) (0.0828)
Husband’s current earnings 0.1689*** 0.1756*** 0.1488*** 0.2265***
(deviation from permanent earnings) (0.0521) (0.0559) (0.0521) (0.0484)
Parent’s Characteristics®
Only mother is alive 0.6726*" 0.6808** —-0.1946 0.6960"*
(0.2912) (0.3405) (0.3006) (0.2900)
Father's age 0.0072* 0.0083* -0.0018 0.0098**
(0.0042) (0.0048) (0.0044) (0.0042)
Mother’s age 0.0055*** 0.0050** 0.0036* 0.0025
(0.0020) (0.0021) (0.0021) (0.0018)
Parents live with a sibling -0.0257 0.2757*** 0.0744 -0.1280
(0.0966) (0.1049) (0.0992) (0.0843)
Parents of spouse coreside -0.0235 0.2718* 0.1247 -0.2790**
(0.1053) (0.1652) (0.1051) (0.1255)
Father’s health poor 0.1395 0.3565"* -0.0217 0.1174
(0.1656) (0.1796) (0.1686) (0.1210)
Mother’s health poor 0.0413 0.0882 -0.2293* -0.1270
(0.1279) (0.1337) (0.1305) (0.1113)
Parent provided childcare 0.3100*** 0.4517*** 0.3222*** 0.2187**
(0.0890) (0.1189) (0.0811) (0.0872)
Parent provided housework 0.2832*** 0.2538 -0.0071 -0.1602
(0.1072) (0.1585) (0.0941) (0.1080)
Chinese 0.1341 -0.3295*** 0.0610 0.3941***
(0.0928) (0.1043) (0.0955) (0.0938)

(continued on the next page)
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Any Money Log Amount
Wife Husband Wife Husband
Indian -0.6667"** -0.7013*** -0.0394 0.3252***
(0.0980) (0.1157) (0.1114) (0.0972)
Intercept -3.6242*** -3.3762*** -0.4467 0.0892
(0.6503) (0.7216) (0.5814) (0.5747)
O 1.0094*** 0.9731***

(0.0316) (0.0310)

Notes: Standard errors in parentheses. All equations are estimated jointly.

*Wife or husband as appropriate for the equation.
***p<.01;**p<.05; p<.10

DISCUSSION

Results from our analysis of inter vivos transfers of money
and time in Malaysia sheds light on a number of the theoreti-
cal hypotheses we summarized earlier. In this section, we or-
ganize the discussion by considering how these results bear
on the each of major hypotheses we discussed.

Old Age Security Hypothesis

The pattern of life cycle transfers depicted in Figure 1 is
broadly consistent with the old age security hypothesis in the
sense that it shows that the dominant direction of monetary
transfers within families is from the younger to the older gen-
eration. According to this hypothesis, children provide in-
come for their elderly parents because, on the one hand, as-
set accumulation through saving is difficult and risky and,
on the other hand, the availability of pensions and state-pro-
vided social security tends to be extremely limited or nonex-
istent. The results from our analysis of the determinants of
transfer behavior are at least weakly consistent with this hy-
pothesis, with the strongest evidence showing that old age
support is provided by sons for mothers who are aged, wid-
owed, or in poor health.

Looking at transfers of money and time to couples from
all their non-coresident children in Table 4, we find evidence
that is weakly supportive of the old age security motive.
First, there is little evidence that the age of the couple has
any effect on the amount of money received or whether
money is provided by children; children are more likely to
provide time help, however, as the wife becomes older. We
find that couples with less income are more likely to receive
transfers if the wife does not work or if her earnings or her
husband’s earnings are low; but these effects are generally
not highly significant. Only the wife’s work status is a sig-
nificant determinant of the (log) amount received. The posi-
tive effect of husband’s earnings is of the “wrong sign,” but
only of borderline significance. In part, these weak results
may be due to the fact that only married couples are consid-
ered in the data reported in Table 4.

Results on transfers from the perspective of married chil-
dren are more informative. First, consider the effect of pa-
rental characteristics on monetary transfers to the husband’s
and wife’s parents, which are reported in Table 7. The evi-
dence is quite strong that an elderly mother is more likely to
receive monetary support from both her sons and her daugh-
ters as they age, especially after her husband has died. In
addition, having a father who is in poor health makes it more
likely that a son will make a transfer; but there is no signifi-
cant effect of his mother’s health or of the health of either of
the wife’s parents. Except for the husband’s father’s age,
however, none of these parental characteristics have a sig-
nificant effect on amount of the monetary transfer to either
set of parents.

The analysis of time transfers provided by the household
to the husband’s and wife’s parents, shown in Table 10,
yields some additional evidence that both sons and daugh-
ters provide old age security for their mothers: When either
spouse’s mother is in poor health she is given more help, and
the husband’s mother also receives more help as she ages.
There is no effect of either spouse’s mother being a widow,
however. As was also largely true of monetary transfers, time
transfers are not influenced by father’s characteristics.

There is also some evidence of a trade-off between mon-
etary transfers and coresidence: If the husband’s parents live
with one of his siblings, the couple is more likely to make a
transfer to them, although the size of the transfer is not af-
fected. Moreover, if his wife’s parents coreside with him, he
tends to transfer a lower amount to his parents, although the
likelihood of the transfer curiously is increased.

Parental Repayment Hypothesis

According to the parental repayment hypothesis, human
capital investment in children is financed through an implicit
family capital market in which parents provide support for
their children’s education with a combination of grants and
loans, and children repay them by providing old age support
for their parents. Our results provide strong support for this
hypothesis.



MOTIVES FOR INTERGENERATIONAL TRANSFERS 129

TABLE 8. TIME TRANSFERS FROM PARENTS

Any Childcare Any Housework
Malaysia Wife Husband Wife Husband
Child’s Characteristics®
Education of child 0.0227* 0.0145 0.0111 -0.0192
(0.0118) (0.0160) (0.0149) (0.0203)
Education of child’s spouse -0.0142 -0.0318** 0.0021 0.0066
(0.0122) (0.0138) (0.0155) (0.0164)
Number of living siblings -0.0299** -0.0289* -0.0159 —0.0066
(0.0127) (0.0149) (0.0165) (0.0197)
Log total household income -0.0042 0.0073 0.0373 -0.0024
(0.0368) (0.0386) (0.0525) (0.0579)
Wife never worked -0.3377*** -0.4075*** -0.1366 -0.0061
(0.1092) (0.1419) (0.1295) (0.1634)
Wife not currently working -0.1223 -0.1192 -0.0224 -0.1017
(0.0757) (0.0891) (0.0963) (0.1195)
Log wife’s monthly earnings -0.0482 0.0035 -0.0108 -0.0031
(0.0436) (0.0531) (0.0524) (0.0772)
Husband’s permanent earnings 0.1493 -0.0862 0.0362 0.0301
(age-adjusted) (0.0963) (0.1097) (0.1304) (0.1544)
Husband'’s current earnings 0.0071 -0.0712 -0.0082 0.0159
(deviation from earnings) (0.0595) (0.0659) (0.0829) (0.0901)
Parent’s Characteristics?
Only mother is alive -1.0397*** -0.9207** -1.3355"** -1.1069**
(0.2985) (0.3835) (0.4243) (0.5269)
Father's age -0.0115*** -0.0161*** -0.0170*** -0.0177**
(0.0043) (0.0057) (0.0063) (0.0077)
Mother’s age 0.0084"** 0.0083** 0.0141*** 0.0088*
(0.0027) (0.0032) (0.0050) (0.0049)
Parents live with a sibling 0.0752 -0.3237*** 0.1319 -0.0724
(0.1031) (0.1104) (0.1357) (0.1638)
Parents of spouse coreside -0.3665*** -0.1227 -0.0598 0.1091
(0.1184) (0.1841) (0.1361) (0.2227)
Father’s health poor 0.0165 0.0306 0.0847 —0.4528
(0.1586) (0.1892) (0.1944) (0.3081)
Mother’s health poor 0.1280 -0.2717* 0.2175 -0.0957
(0.1340) (0.1604) (0.1507) (0.2016)
Number of children age 0-5 (at home) 0.2423*** 0.1950*** 0.2129*** 0.0235
(0.0352) (0.0413) (0.0404) (0.0526)
Number of children age 6—12 (at home) -0.0206 0.0669* -0.0719* 0.1202***
(0.0313) (0.0347) (0.0411) (0.0415)
Number of children age 13-18 (at home) —-0.0355 —-0.1055** —0.0461 -0.1416"*
(0.0467) (0.0535) (0.0537) (0.0756)
Number of children age > 18 (at home) -0.2613*** -0.3870*** —0.2289*** —-0.3289
(0.0837) (0.1454) (0.0883) (0.2250)
Chinese -0.2181 0.3936 -1.3355"** -1.1069**
(0.5988) (0.7159) (0.4243) (0.5269)

(continued on the next page)
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Any Childcare

Any Housework

Malaysia Wife Husband Wife Husband
Indian -0.4145*** 0.2214* -0.0170*** -0.0177**
(0.1030) (0.1178) (0.0063) (0.0077)
Intercept 0.0039 0.2509** 0.0141** 0.0088*
(0.0963) (0.1154) (0.0050) (0.0049)

Notes: Standard errors in parentheses. All equations jointly estimated.

2Wife or husband as appropriate for the equation.
***p<.01; **p<.05; p<.10

We first consider results from the parents perspective
presented in Tables 3 and 4. Total parental transfers of money
to all non-coresident children, reported in Table 3, are
strongly related to the number of these children who cur-
rently are attending high school or college both in terms of
the probability of giving a transfer and, for children in col-
lege, in terms of the amount of the transfer. The gender com-
position of children in school does not have a strong effect
on transfers, but it appears that sons in college receive some-
what higher amounts.

Parental resources play a significant role in these trans-
fers to children. The amount of transfer, but not the prob-
ability of transfer, is related positively to father’s earnings.
The results also show that mothers help to finance the edu-
cation of their children through labor market activities. The
probability of transfer is higher when the wife works, and
the amount transferred is related positively to the wife’s
earnings. Finally, it is important to note that the education
of both the mother and the father have highly significant
effects on the probability of making transfers to children,
and that the father’s education also affects the amount of
transfer. Lillard and Willis (1994) find that parental educa-
tion has an important impact on children’s educational at-
tainment in Malaysia. Our results suggest that one way in
which parental education has an effect on their children’s
education is to increase their willingness to finance that
education.

In a rich country where parents are well-off relative to
their children, the Becker-Tomes (1976) theory implies that
altruistic parents invest in their children’s human capital un-
til the marginal rate of return falls to the level of rates of
return on alternative investments; at that point, if additional
transfers are desired, they are made in the form of infer vivos
gifts of money or bequests. In a rapidly growing country like
Malaysia, in contrast, lifetime incomes of the older genera-
tion are generally lower than of the younger generation, and
the demand for educated labor tends to grow rapidly (Lillard
and Willis 1994). Under these circumstances, parents have
an incentive to shift some of their retirement savings toward
investment in their children’s human capital, provided they
can expect to be repaid when they reach old age.

The evidence on total monetary transfers a couple re-
ceives from all non-coresident children, presented in Table
4, is strongly supportive of the repayment hypothesis. The
probability of receiving a transfer is related positively and
significantly to the couple’s number of children who are not
currently in school. In addition, as the educational attainment
of these children increases, the probability of transfer receipt
is enhanced significantly. For example, the effect of having
an additional son on the probit index for receiving a transfer
is 0.08 if the son has only an elementary school education,
0.23 (= 0.0772 + 0.1612) if he has a high school degree, and
0.34 (= 0.0772 + 0.2696) if he has had some college educa-
tion. The effects of having an additional daughter are equally
positive if she has an elementary or high school education,
but there is no marginal increase if she has gone to college.
When a transfer takes place, additional children also have a
positive effect on the amount of the total transfers received
that increases in magnitude the higher the child’s educational
attainment. Specifically, an additional son has no effect on
the (log) amount of a transfer if he has an elementary school
education, but an additional high-school educated son raises
the total transfer by about 22%, and an additional college
educated son raises it by about 53%. An additional daughter
has similar effects, but of somewhat smaller magnitude. Fi-
nally, our interpretation of these transfers as a repayment of
an implicit loan contract is consistent with the small effect
of husband’s income on either the probability or the amount
of repayment because the circumstances of a lender do not
influence the repayment obligation.

We may examine additional evidence on the repayment
hypothesis from the perspective of transfers given by a mar-
ried couple to the husband’s or wife’s parents using the esti-
mates presented in Table 7. First, we may verify that the posi-
tive effect of an adult child’s education on transfers to his or
her parents holds even after controlling for income at both
the household and individual level. Specifically, in the table
we see that additional education of either spouse has a gener-
ally positive effect on the probability that the household
makes transfers to either the husband’s or the wife’s parents;
but most of the coefficients are either insignificant or of mar-
ginal significance. For both spouses, the (log) amount of the
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TABLE 9. MONEY TRANSFERS FROM PARENTS

Any Money Amount of Money
Wife Husband Wife Husband
Child’s Characteristics?
Education of child 0.0218* —-0.0226 0.0174 0.0801**
(0.0130) (0.0173) (0.0213) (0.0344)
Education of child’s spouse -0.0167 0.0226 0.0336 -0.0159
(0.0148) (0.0149) (0.0229) (0.0314)
Number living siblings -0.0043 -0.0038 -0.0454* 0.0267
(0.0143) (0.0156) (0.0241) (0.0355)
Log total household income -0.0863** -0.0909** 0.1419** 0.0428
(0.0405) (0.0458) (0.0666) (0.0757)
Wife never worked -0.0155 -0.0878 0.3161 -0.1423
(0.1233) (0.1446) (0.2047) (0.3144)
Wife not currently working 0.0321 -0.0799 0.0782 0.0816
(0.0895) (0.1018) (0.1422) (0.2419)
Log wife’s monthly earnings -0.0334 0.0419 0.0035 -0.0151
(0.0526) (0.0693) (0.0891) (0.1285)
Husband’s permanent earnings 0.1084 0.0585 -0.0609 0.1614
(age-adjusted) (0.1082) (0.1218) (0.1707) (0.2891)
Husband’s current earnings -0.0687 -0.1282* -0.0758 -0.2018
(deviation from permanent) (0.0645) (0.0778) (0.1117) (0.1724)
Only mother is alive -1.7822*** -1.3320*** -0.3124 0.0311
(0.3744) (0.4180) (0.5827) (0.8082)
Provided housework to parent 0.5509*** 0.4095"** 0.1399 -0.1281
(0.0915) (0.1042) (0.1332) (0.2217)
Parent’s Characteristics®
Father’s age —-0.0256*** -0.0201*** -0.0014 0.0094
(0.0055) (0.0062) (0.0086) (0.0125)
Mother’s age 0.0018 -0.0044 -0.0027 -0.0054
(0.0029) (0.0029) (0.0053) (0.0061)
Parents live with a sibling 0.0104 -0.3064** -0.1027 0.1110
(0.1158) (0.1225) (0.2053) (0.2905)
Parents of spouse coreside —-0.0845 -0.0663 -0.2520 0.0629
(0.1265) (0.1947) (0.2002) (0.5307)
Father’s health poor 0.0174 -0.4018* -0.1570 -0.2301
(0.2034) (0.2342) (0.3295) (0.5593)
Mother’s health poor —0.2656 -0.1117 -0.0009 0.2393
(0.1644) (0.1896) (0.3606) (0.3849)
Chinese -0.0764 -0.0609 0.7242*** 1.2137***
(0.1212) (0.1349) (0.2316) (0.2664)
Indian 0.4645"** 0.1616 1.0878*** 1.0452***
(0.1090) (0.1332) (0.1622) (0.2844)
Intercept 1.7453** 1.9845** 3.1243*** 4.0422**
(0.6924) (0.8462) (0.9943) (1.6228)
Ot 0.9330"** 1.2170***

(0.1171) (0.0964)

Notes: Standard errors in parentheses. All equations estimated jointly.
*Wife or husband as appropriate for the equation.
**p<.01;"p<.05 "p<.10
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TABLE 10. TIME TRANSFERS TO PARENTS

Any Housework

Wife Husband
Child’s Characteristics®
Education of child 0.0107 -0.0138
(0.0117) (0.0153)
Education of child’s spouse 0.0237* 0.0151
(0.0135) (0.0129)
Number of living siblings 0.0019 0.0049
(0.0131) (0.0129)
Log total household income 0.0604 0.0019
(0.0417) (0.0390)
Wife never worked -0.0489 -0.0117
(0.1098) (0.1208)
Wife not currently working -0.0251 -0.0867
(0.0816) (0.0892)
Log wife’s monthly earnings -0.0515 -0.0553
(0.0494) (0.0535)
Husband’s permanent -0.0798 0.0772
earnings (age-adjusted) (0.0993) (0.1048)
Husband'’s current transitory
earnings (deviation from -0.1202* 0.0061
permanent earnings) (0.0621) (0.0612)
Parent’s Characteristics®
Only mother is alive -0.1222 -0.0749
(0.3056) (0.3286)
Father’s age 0.0005 0.0023
(0.0044) (0.0046)
Mother’s age 0.0040 0.0053**
(0.0024) (0.0024)
Parents live with a sibling -0.1534 0.1776*
(0.1084) (0.1046)
Parents of spouse coreside -0.0028 0.2477
(0.1187) (0.1639)
Father’s health poor -0.1173 0.3045*
(0.1752) (0.1589)
Mother’s health poor 0.5270*** 0.4258***
(0.1347) (0.1318)
Intercept -0.0419 -0.9775
(0.6244) (0.6415)
Chinese —0.6936*** —0.7465***
(0.1121) (0.1246)
Indian —0.3689*** —0.0042
(0.1045) (0.1111)

Notes: Standard errors in parentheses.

2Non-coresident children.
***p<.01; **p < .05; "p< .01
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transfer increases with the level of education, although in
somewhat irregular fashion. For example, transfers to the
husband’s parents increase by 6%, 13%, and 7%, respectively,
for husbands with an elementary, high school, or college edu-
cation compared with husbands with no schooling. The pat-
tern for transfers to the wife’s parents is a bit more regular,
rising from 3% to 8% to 19% as her education increases.

It is of interest to examine the implications for the paren-
tal repayment hypothesis of effects of other variables in the
equations reported in Table 7. Recall from Table 4 that the
number of children has a significant effect on total transfers
received by parents. If children’s transfers were primarily
motivated by altruistic concern for their parents’ welfare, we
might expect that the amount that a given child transfers
would depend negatively on the amount that the parent re-
ceives from other children. Under the hypothesis of an im-
plicit loan contract, however, transfers would not depend on
the number of siblings. In Table 7 we see that the probability
of making a transfer and the amount of the transfer are inde-
pendent of the number of siblings of either spouse.

In a world of uncertain returns to education, it would be
advantageous to the borrower to have an “income-contin-
gent” educational loan in which payments would be higher
or lower depending on the borrower’s resources. In Table 7,
we see that the amount, but not the probability of transfers,
to either the husband’s or wife’s parents vary by total house-
hold income. In addition, we see that the husband’s perma-
nent and transitory earnings each have highly significant ef-
fects on both the probability and the amount of transfers to
his own and to his wife’s parents. If the latter result is inter-
preted within the educational loan framework, it suggests
that a daughter’s parents may obtain some repayment for
their investments in her education through her success in the
marriage market. The analysis also shows that both the prob-
ability and the amount of transfers to the wife’s parents are
related positively and significantly to the wife’s current and
lifetime labor market activity and to her current earnings, but
that these variables have no effect on transfers to the hus-
band’s family. It is possible to interpret this finding as sup-
port for the notion that women’s earnings provide them with
more bargaining power within the household,' but an obvi-
ous alternative is that women use some of their earnings to
repay implicit loans from their parents.

Altruism Hypothesis

As we discussed previously, one of the leading hypotheses
to explain transfers within families is that transfers are sim-
ply gifts given because of altruistic feelings by one family
member for another. Even though we have emphasized the

13. Using data from Taiwan, Lcc, ct al. (1994) obtain a similar finding
that wifc’s carnings tends to raisc transfers to her family, but not to her
husband’s family. They interpret it as cvidence that as a wife’s carnings
incrcasc her bargaining power within the houschold incrcascs. Also sce
Strauss and Thomas (1995) for a survey of litcraturc that attcmpts to infer
bargaining powcr within the family from the rclationship between the dis-
tribution of rcsourcc owncrship between spouscs and obscrvable family al-
location dccisions.
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quid pro quo aspect of transfers that finance children’s edu-
cation and provide for the old age support of parents, noth-
ing in our discussion rules out the possibility that net trans-
fers are made within the family. In particular, we have no
way of determining with certainty whether the monetary
transfers received by elderly parents from their non-co-
resident children have a higher present value than expendi-
tures made earlier on non-coresident children (as depicted in
Figure 1) or the still earlier expenditures made on coresident
children, which we are unable to measure. In view of the data
in Table 1, which show that current transfers constitute a
relatively small percentage of the total income of the older
generation, we believe that it is quite unlikely that Malay-
sian parents are making a “profit” on their children. Put dif-
ferently, we suspect that there is a considerable “grant” com-
ponent in parental investments in children.

Although we have no direct evidence on the degree to
which the transfers we observe are driven by altruistic mo-
tives, we can look at some indirect evidence. As we already
have noted, our findings that parents’ resources are related
only weakly to the amount of transfers they receive and that
a given child’s contributions are independent of the number
of siblings he or she has are somewhat contrary to the pre-
dictions of altruistic models, in which transfers tend to equal-
ize net incomes across generations.

We also have noted, however, that children’s transfers to
parents tend to be income-contingent and that the amount re-
ceived by the elderly parents (especially the mother) is con-
tingent on marital status, age, and health. These are features
of pooling relationships that would be mutually beneficial
among risk-averse individuals and would be generated if
these individuals were altruistic toward one another. Unfor-
tunately we do not have enough information to determine
whether these various contingencies generate “actuarially
fair” transfers, as we would expect under a nonaltruistic mu-
tual insurance agreement, or whether some parties systemati-
cally gain, as we might expect with an altruistic motivation.
While altruism is not a necessary component of risk sharing
agreements, it is no doubt helpful in promoting compliance
with pooling agreements by family members who otherwise
would have an incentive to run out on their obligations.

Exchange Motive for Transfers

One of the frequently cited motives for intergenerational
transfers is the exchange of money for time (Cox 1987). The
MFLS provides unusually rich data to test for exchange-re-
lated monetary transfers because time transfers can be en-
tered directly into the money transfer equation. Table 7
shows the estimated effects, conditional on all other
covariates in the equations. There is clearly strong evidence
of exchange-related transfer behavior. In each case involv-
ing reportedly unpaid childcare from the parent, the child/
couple is more likely to pay monetary transfers and pays a
larger amount than when the parent provides no childcare.
Similarly, housework from the parent is more likely to gen-
erate a payment from the child; whereas the magnitudes of
effect are approximately the same, the husband’s transfer ef-
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fect is estimated less precisely and is thus insignificant while
the wife’s transfer effect is significant. There is no effect on
the amount of money given to the parent in this case. From
the other direction, even though the likelihood of a transfer
of money from the parent to the child is low, it is signifi-
cantly higher if the child/couple provides housework for the
parent; but the amount of the transfer is unaffected. There is,
therefore, strong evidence in favor of the exchange hypoth-
esis.

Heterogeneity of Transfer Behavior

Our discussion of the motivation for transfers has assumed
implicitly that all households have similar motivations for
engaging in transfers; so our empirical task is simply to sort
out which of the theoretical possibilities appear to be opera-
tive and which are absent. As discussed earlier, the richness
of the MFLS-2 data permits us to estimate jointly all 14 of
the equations describing transfers of time and money be-
tween a couple household and the husband’s and wife’s par-
ents. The estimated correlations among the variance compo-
nents of these equations permit us to address questions con-
cerning the homogeneity of transfer behavior directly.

These correlations, reported in Table 6, provide ex-
tremely strong evidence of heterogeneity of transfer behavior
across different families. This is shown by the fact that the
correlations along the diagonal in Table 6 are all positive and
highly significant. Recall from the earlier discussion that
these correlations are based on separate reports by the hus-
band about transfers to his parents and by the wife about
transfers to her parents. The positive correlations along the
diagonal imply that whenever transfers of any given type are
higher on one side of the couple’s family they also tend to be
higher on the other side. Thus some families tend to engage
in a lot of transfer activity and others in very little activity for
reasons that are not captured by the measured variables in our
model. .

The correlations across ditferent types of transfer, which
are given in the large off-diagonal boxes in Table 6, are also
of interest. In all cases, there are strongly positive and sig-
nificant correlations between components determining the
existence of a transfer relationship. So, for example, compo-
nents determining “any money from parents” is positively
correlated with “any money to parents” and with “any time
from parents.” Once again, these results suggest a great deal
of heterogeneity in the strength of transfer networks, with
some families showing well-established transfer relation-
ships along all dimensions and other families showing few
connections in any dimension.

There are two significant negative correlations in the
large off-diagonal boxes: one between “any money from par-
ents” and “amount of money to parents” and the other be-
tween “any money to parents” and “amount of money from
parents.” This suggests that, within a transfer relationship,
unmeasured variation in the resources or needs of either the
children or their parents influence the amount of the transfer.
For example, if a parent is in ill health in a way not mea-
sured in the survey, the son will tend to increase the amount
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of money he gives to his parents, and it is less likely that his
parents will give money to him. The fact that the correlation
between the amounts of money given by children and par-
ents is strongly positive suggests that heterogeneity in the
scale of transfer activities overwhelms tendencies of amounts
to be negatively correlated because of unmeasured variation
in needs or resources.

Exactly what common factor or factors are responsible
for these positive correlations remains an open question. It
could be that families vary in the degree of altruism, in the
degree of mutual trust, or in physical proximity. We can con-
clude, however, that transfer behavior in Malaysia is far from
homogenous.

CONCLUSION

In this paper we use an unusually rich body of data on
intrafamily transfers of money and time in Malaysia to ad-
dress a variety of hypotheses concerning the determinants of
intergenerational transfers. We find broad evidence for the
provision of old age security through the family in Malaysia,
particularly for widows who are elderly and in ill health. We
find especially strong evidence in favor of the parental repay-
ment hypothesis. Parental transfers to children serve prima-
rily to finance their education, and grown children’s transfers
to elderly parents are a strongly increasing function of the
child’s education. Repayment to parents from daughters
comes partly through her husband’s income, but also specifi-
cally from her own work and earnings. We also find evidence
that transfers from children to parents are contingent on the
incomes in the child’s household, which together with evi-
dence of contingency on the health, age, and marital status of
the parent suggests significant risk spreading across genera-
tions. We find clear evidence of exchange of money for help
with both housework provided by children to their parents
and childcare and housework provided by the parents for their
children. Finally, we find considerable evidence of heteroge-
neity in the strength of transfer relationships across families.

The dominant direction of monetary transfers between
non-coresident parents and children in Malaysia is from the
younger to the older generation. This result is in sharp con-
trast to the pattern of transfers from parents to children that
is found in the United States (McGarry and Schoeni 1995),
where employer provided pensions, health insurance, and
public social security and Medicare have replaced the fam-
ily. Family finance of investment in the younger generation’s
human capital has played a significant role in facilitating
rapid economic growth in Malaysia, and monetary transfers
from their children have enabled both the younger and the
older generation to share in the benefits of growth.
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