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ABSTRACT
Article History International transfers in China are mostly from adult children to elderly parents. Using
gec?i"zd: ;()I\J’lay —’200—’29) data from the China Health and Retirement Longitudinal Study (CHARLS), this study
Ai;;ie‘d: 4 Juuri; 2029 explores the mgtives of interg}enerat.ional tran.sfers in China. U.nd.erstan‘ding the motives
Published: 2 August 2022 of intergenerational transfers is crucial for policy makers. Altruistic motive and exchange
K d motive would lead to different response from the transferors. Theories show that
eywords transfers based on altruistic motives would be crowded out by public transfers. The
Intergenerational transfers R . . .
China conditional least-square threshold model is used to allow the possible coexistence of
Elderly welfare altruistic motive and exchange motive. Results show adequate evidence to support the
Altruistic motive .. . . . . . . .
Exchange motive altruistic motive. Other motives include the social norm motive, the self-interest motive
Old-age policy. and the demonstration effect motive are explored, but the results are not sufficient to
support them. Appropriate public old-age policy needs to address this crowding-out
JEL Classification: issue, to help elderly people, especially in rural areas.

D64

Contribution/ Originality: Using a nationwide dataset, we explored the motives of intergenerational transfers
in China. The conditional least-square threshold model is used to allow the possible coexistence of altruistic motive
and exchange motive. This study improved the understanding of intergenerational transfers in China. Other transfer

motives, previously not studied in transfer literature, are also explored.

1. INTRODUCTION

Intergenerational transfers, between parents and adult children, are part of the resource reallocation practice in
families. In developed countries like the U.S,, the direction of these transfers is mostly from the parents to the adult
children (e.g., Gale and Scholz (1994)). In developing countries like China, the flow of the transfers is the opposite of
that of developed countries. In developing countries, a significant proportion of intergenerational transfers is from
the adult children to the parents (e.g., Lee, Parish, and Willis (1994)). These transfers seem to function like old-age
support.

Ageing population continues to be an issue in China. The percentage of people aged 65 and above will increase
from 11.5 percent in 2019 to an estimated 26.1 percent in 2050. The main reason is the drastic decline in total fertility

rate! over the past several decades. The rate dropped from around 6 in the late 1960s to 1.7 in 2019 (United Nations,

! The total fertility rate is defined as the average number of children a hypothetical cohort of women would have at the end of their reproductive period if they were

subject during their whole lives to the fertility rates of a given period and if they were not subject to mortality. It is expressed as children per woman.
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2020).2 China started to abandon the one-child policy and fully implemented the two-child policy in 2016.
Nonetheless, the policy change may not be able to alter the trend of the ageing population in time. The current
generation of adults has a much lower fertility rate than that of the previous generation, and these adults will approach
retirement soon. An increase in the demand for old-age support is imminent, so an answer is needed to how this
demand can be satisfied.

The public old-age support program in China is relatively inadequate. According to the reports by the OECD in
2018 and 2019, China’s old-age pension spending was around 4.3 percent of the GDP. The figure was 7.1 percent in
the U.S., and the average figure of OECD countries was 8 percent (OECD, 2018; OECD, 2019). China established a
new universal non-contributory pension plan in 2014. This plan covers both urban and rural areas. Nonetheless, this
pension plan has inadequacies. For example, Liu and Sun (2016) argued that the benefit level of the new pension plan
is still low. They also claimed that the benefit level varies in different areas. The benefit level in rural areas is lower
than that in urban areas.

The private transfers from children to parents are significant sources of income for elderly people in China. For
example, using the China Urban Labor Survey, Cai, Giles, and Meng (2006) found that 60 percent of the respondents
agreed that adult children should be partly responsible for supporting the parents. In the sample used in this paper,
it was found that transfers from adult children could contribute around 60 percent of parents’ per capita household
income. Even with the availability of public old-age support, children are viewed as the major parties providing old-
age support for their parents, consistent with the long-standing concept of “raising offspring for old age” in China.

With all this in mind, it is important to study the transfers from the adult children to their parents in China. It is
particularly crucial to understand the motives behind making intergenerational transfers. Studies show that the
actions of the transferors in response to public policy may vary because of different transfer motives. Two major
motives have been proposed: the altruistic motive and the exchange motive. Becker (1974) proposed altruistic
behaviour between people. People show this behaviour because they care about the well-being of another person. If
the adult child is altruistic, the child would care about the well-being of the parents. It has been shown that transfers
from the adult children would decrease if the income of the parents increases. The exchange motive was proposed by
Cox (1987) to model transfer behaviour. In his model, money transfer is the payment for services given by the transfer
recipient. It has been shown that transfers from the adult children would increase if the income of the parents increases
under some conditions.?

The correlation between the recipient’s income and transfer amounts serves as the indicator of the transfer
motive. This correlation is called “transfer derivative” in the literature (Cox, Hansen, & Jimenez, 2004). As mentioned
in last paragraph, transfers from the adult children and parents’ income are negatively correlated if the adult child is
altruistic. It means that the presence of the altruistic motive can be indicated by a negative transfer derivative. On
the other hand, transfers from the adult children and parents’ income are positively correlated if exchange motive is
behind the transfer. It means that a positive transfer derivative indicates the existence of the exchange motive.

Understanding the transfer motive is important for policy makers. Public old-age support raises the income of
elderly people. It may increase the transfers from the adult children if the exchange motive is behind these transfers.
However, if the altruistic motive is true, public old-age support will decrease private transfers from the adult children.
In other words, public old-age support crowds out private old-age support, and elderly people will be worse off.

Many empirical studies have examined transfer motives. Results are mixed. Some found a positive correlation
between the recipient’s pre-transfer income and the transfer amounts, a result that supports the exchange motive

(e.g., (Cox, 1987; Cox & Rank, 1992; Cox, Eser, & Jimenez, 1998)). McGarry and Schoeni (1995), on the other hand,

2 The one-child policy was introduced in 1978. The drop in the total fertility rate was the most significant during the late 1970s and the early 1980s.

3 For details, see Cox (1987).
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found evidence to support the altruistic motive. There are also studies that could not find significant evidence to
support either motive (e.g. (Altonji, Hayashi, & Kotlikoff, 1997; Knowles & Anker, 1981; Lucas & Stark, 1985)).

Because of the mixed results of transfer motives, some researchers started to explore the possibility of a mixed
motive. Cox et al. (2004 proposed that the correlation between the transfer amounts and recipients’ income could be
nonlinear. They suggested that transfer motives could depend on the recipient’s income. When the recipient’s income
level is low, the purpose of the transferor making a transfer is probably to help the recipient to improve the living
standard. As a result, the transfer derivative is negative, indicating the altruistic motive. When the recipient’s income
level is higher, the need for helping the recipient becomes smaller, and the altruistic motive will gradually vanish.
Cox et al. (2004) further suggested that the transfers need not disappear. Instead, the transfer derivative will change
from negative to positive, indicating a change from altruistic motive to exchange motive.

Given the importance of intergenerational transfers in China, empirical studies on intergenerational transfers
using China’s dataset are not sufficient. Secondi (1997) used the data of a Chinese household survey to examine
transfer motives. He found a positive transfer derivative, which showed that exchange motive was behind some of the
transfers. However, some of the transfers included in that study, such as the remittances from husbands who lived in
urban areas to wives who lived in rural areas, are intragenerational transfers rather than intergenerational transfers.
Because of the inclusion of the intragenerational transfer, the results could not reveal the motive of intergenerational
transfers. Liu and Reilly (2004) studied the determinants of remittances made by migrant workers to rural households,
using a 1995 survey in Shandong province. Their results did not support either motive. Nonetheless, they included
intragenerational transfers in the analysis, and thus their result was unable to reveal the motive of intergenerational
transfers, as in the study by Secondi (1997).

Cai et al. (2006) studied the private transfers to retirees using the China Urban Labor Survey. They followed
the method used in Cox et al. (2004), the conditional least squares threshold model. As in Cox et al. (2004); Cai et al.
(2006) allowed the transfer derivative to be nonlinear. In particular, the transfer derivative could change when the
recipient’s income was above a threshold. They showed the presence of the altruistic motive when the recipient’s
income was low. However, like the other two studies mentioned, the transfers in their study might include
intragenerational transfers. The results should thus be viewed with caution.

Wu and Li (2014 used the pilot data of the China Health and Retirement Longitudinal Study (CHARLS). The
pilot data included data on two provinces, Zhejiang and Gansu. Because of the quality of the dataset, they were able
to focus solely on intergenerational transfers from adult children to their parents. They also used the conditional least
squares threshold model. Their results showed a negative transfer derivative when the parents’ pre-transfer income
was low, which is consistent with the altruistic motive. Some evidence consistent with the exchange motive could
also be found, but only for the son-only subsample.

Using three waves of CHARLS nationwide data, this paper examines how the transfers from the adult children
correlate with the pre-transfer income level of the parents in China. The methodology is similar to the one used in
Wu and Li (2014), the conditional least squares threshold model. This allows the testing of both the altruistic motive
and the exchange motive. Although the methodology used is similar, this study is different from Wu and Li (2014).
Some extra independent variables are included in the analysis to show the possible existence of other transfer motives
apart from the altruistic motive and exchange motive. Those transfer motives include the social norm motive, the

self-interest motive and the demonstration effect motive.

2. DATA AND ESTIMATION STRATEGY

The dataset used in this study is the China Health and Retirement Longitudinal Study (CHARLS). It has detailed
information on individuals over age 45 in China. Three waves of CHARLS were used: 2011 CHARLS Wave 1, 2013
CHARLS Wave 2, and 2015 CHARLS wave 4. CHARLS is a nationwide survey, and individuals are followed up every
two years. CHARLS provides a high-quality nationally representative sample of Chinese elderly people. It includes a
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rich set of questions, covering broad aspects of elderly people like their health status and socioeconomic status. It
provides a solid foundation for research on ageing in China.

The dependent variable of this study is the net transfer amount received from children. The parents are the
observations of this study. A total of 12,392 individuals who are over 45 years of age in China are included in the
sample. The core explanatory variable is the pre-transfer income of elderly people. Other explanatory variables about
the elderly people like their age, gender, marital status and household wealth were also included in the result
estimations. Descriptive statistics for all the variables used in the analysis are reported in Table 1.

The focus of this study is to examine how the recipient’s pre-transfer income correlates with the net transfer
amounts received from children. Cox et al. (2004) suggested that the altruistic motive and the exchange motive may
coexist. A linear model is too restrictive in the sense that it does not allow the transfer derivative to change across
different income levels. This study uses the methodology in the literature (e.g., (Cai et al., 2006; Cox et al., 2004; Wu
& Li, 2014)), which is the conditional least square threshold model. This model is preferred because it allows a change
in transfer derivative at a certain threshold. When the pre-transfer income is below the threshold, it is expected that
the transfer derivative is negative, and the magnitude of the derivative is large. This indicates a very strong altruistic
motive behind the transfers for relatively poor households. When the pre-transfer income is above the threshold, the
transfer derivative would become less negative or even positive, indicating the disappearance of the altruistic motive

or even the exchange motive.

Table 1. Summary statistics of the CHARLS sample.

Variables Mean Standard deviation
Net transfers 925.449 19788.39
Pre-transfer income 7231444 24844.97
Adjusted pre-transfer income 6188.586 25732.87
Household wealth per capita (thousands) 86.902 941.305
Taking care of grandchildren 0.503 0.500
Co-residing 0.486 0.500
Living in rural area 0.695 0.460
ADL 0.862 0.963
Household size 3.475 1.730
Age 59.778 8.081
Age square 3638.764 996.535
Married 0.892 0.311
Male 0.011 0.126
Education 8.172 1.859
Having a son 0.875 0.881
No. of children 2.867 1.302
Housing wealth (thousands) 196.077 1959.938
Transfers to own parents 434.851 2110.059
Only child 0.095 0.294
No. of observations 12,392

The transfer derivative is estimated using the conditional least square threshold model. It is represented by

Equation 1 as follows:
T; = by + by min(E;, K) + b, max(0, E; — K) + b3X; + y; (1)

where T; denotes net transfer received. E; denotes household’s pre-transfer income, and K is the threshold. The
transfer derivatives are captured by by and b,. The transfer derivative below the threshold is denoted by by; b,
denotes the transfer derivative above the threshold. Different percentiles of a household’s pre-transfer income are
chosen as the thresholds and the transfer derivatives are estimated with each threshold. The vector X; denotes all
other determining variables that may be correlated with the transfer amounts. These variables include the

characteristics of the parents or households, like age, education, marital status, health status, wealth, whether

311
© 2022 AESS Publications. All Rights Reserved.



International Journal of Asian Social Science, 2022, 12(8): 308-317

coresiding with adult children or not, and whether taking care of grandchildren.

In addition to the altruistic motive and the exchange motive, this study explores the possibility of other transfer
motives. We first consider the self-interest motive.* People are assumed to maximize their own interest. Parents with
a significant amount of wealth could be a strong pull factor for children’s supportive behavior, such as caring for them
or co-residing. Children with siblings are more involved in supportive behavior for the parents because they are
competing for the inheritance. In contrast, a child without siblings does not need to compete with other people. The
interaction term between parents’ wealth and only-child family type is used to test the self-interest motive.

Social norm is a possible motive for adult children to transfer money to their parents. Literature about parent-
child co-residence suggested that social norm was the motive behind the co-residence decision (e.g., (Tsuya & Martin,
1992; Wang et al., 2019)). This idea is adopted to explore if social norm is the motive behind transfers. Chinese believe
in “raising sons to support older parents.” This study includes the variable “having a son” in the analysis to examine
the social norm motive.

Another motive mentioned in the literature is the demonstration effect motive. It means that children observe
how their parents transfer money to their own parents, and then they follow suit (Cox & Stark, 1994). The variable

“transfer to own parents” is used to explore this demonstration effect motive.

Table 2. FFull regression estimates of the net transfer amount received from children to parents (pre-transfer income without adjustment for
medical expenditure).

Variables Regression 1 Regression 2 Regression 3
Threshold Used 25%: 150 50%: 8177.5 75%: 9822.223
Pre-transfer ~ income  below -1.640%** (0.029) -1.537*%% (0.027) -1.191%%%* (0.023)
threshold

Pre-transfer ~ income  above -0.147%*% (0.007) -0.188%*** (0.007) -0.116%** (0.007)
threshold

Household wealth per capita 0.128 (0.204) 0.101 (0.205) 0.112 (0.209)
(thousands)

Household wealth per capita -4.093 (2.568) -3.380 (2.574) -1.087 (2.626)

(thousands) X only child

Taking care of grandchildren

669.406%* (331.55

532.992 (332.411)

470.296 (339.118)

Co-residing

5)
)

1064.888%** (398.876)

1396.584%*%* (407.450)

Living in rural area

5
579.741 (897.558
-1107.952%*%%* (851.858)

-1743.8366%** (351.937)

-2939.929%*%* (359.898)

3

ADL -7.784 (164.309) -112.669 (164.701) -801.605%* (168.054)
Household size 79.294 (117.837) 125.919 (118.187) -6.712 (120.444)
Age 816.979 (217.448) 259.5627 (218) 139.549 (222.436)
Age square -2.191 (1.773) -1.894 (1.777) -1.023 (1.813)
Married 940.844* (506.701) 746.214 (507.921) 407410 (518.114)
Male -640.607 (1232.674) -642.126 (1235.732) -832.309 (1260.492)
Education 125.005 (87.903) 253.685%%* (88.102) 495.993*%** (90.090)
Having a son -900.812%* (488.954) -833.789% (485.133 -724.071 (494.839)
Number of children 485.407T*** (141.105) 348.930%* (141.542) 177.853 (144.646)

Housing wealth (thousands)

-0.013 (0.098)

-0.015 (0.098)

-0.018 (0.100)

Transfers to own parents

-0.158%* (0.074)

-0.181% (0.074)

-0.088 (0.075)

RQ

0.2446

0.2409

0.2101

Sample Size

12,392

12,392

12,392

Note: Standard errors are reported in parentheses, ***statistical significance at the 1% level; **statistical significance at the 5% level; *statistical significance at the

10% level.

3. RESULTS AND DISCUSSION

Table 2 summarizes the results from the baseline model. Using the conditional least square threshold model, this
study estimates how the various factors are correlated with intergenerational transfers in China. The dependent

variable is the net transfer amount received from children to parents. The major independent variable is the pre-

* For details, see Wang, Sun, and Wang (2019).
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transfer income of elderly people. The 25th, 50th, and 75th percentiles of the pre-transfer income are used as the
thresholds.

Regardless of the thresholds, the pre-transfer income plays a significant and negative role both below and above
the threshold. It means that poorer parents receive more transfers from their children, pointing to the existence of
the altruistic motive. In other words, children care about their parents’ well-being. When parents’ poor financial
strength cannot guarantee their quality of life, their children show more concern and provide more support to them.
All coefficients of the pre-transfer income are negative and significant, showing a clear and strong altruistic motive.
Moreover, when the pre-transfer income crosses the threshold, its negative effect weakens, and the higher the
threshold, the larger the coefficient of the pre-transfer income both below and above the threshold. This indirectly
shows that when the parents’ income is at a higher level, the children’s concern for parents’ well-being becomes
weaker. It shows that the altruistic motive dissipates. On the other hand, results show no positive transfer derivative
below or above the threshold, meaning no evidence to support the exchange motive.

In addition to the altruistic motive and the exchange motive, other transfer motives are explored. The self-
interest motive assumes that children make transfers to their parents to increase the chance of getting the inheritance.
In families with multiple children, every child needs to compete with the siblings; in contrast, there is no competition
in only-child families. The interaction term between household wealth per capita and the dummy variable “only child”
could reflect this motive. Results show that the coefficient of the interaction term is negative, implying that the effect
of parents’ wealth on transfers received is weaker in only-child families. The direction seems to support the self-
interest motive, but the coefficients are significant only in a few estimations. Thus, not enough evidence is found in
support of the self-interest motive.

Another possible transfer motive is social norm motive. In Chinese tradition, people believe in “raising sons to
support older parents.” If social norm is behind the transfers, the variable “having a son” would be positively correlated
with the transfer amount. The results show the opposite as the variable “having a son” is significantly correlated to
smaller transfer from the children. One explanation is son preference in China. Parents are more likely to support
their sons financially when they are in need. This may lower the net transfers received from the children. Another
possible explanation is that “raising sons to support older parents” is not true, and daughters provide more financial
support to their parents.

The demonstration effect motive suggests that children are more likely to transfer money to their parents if their
parents also support their own elderly parents. In this study, the opposite result was shown. The more that elderly
people transferred to their own parents, the less they received from their own children. A possible explanation is that
elderly people transferring money to their own parents is a signal. It indicates that they can take care not only of
themselves but also their own parents, so that they have less need for monetary support from their own children. One
should note that, even though the variable transfers to one’s own parents carried a negative sign, it was significant
only in some cases.

In addition to testing the motives of intergenerational transfers, the magnitude of the effect of some variables
was large and thus worth attention. Variables like co-reside, education, and the number of children played significant
and positive roles in affecting the net transfers. Elderly parents living with their children would receive more transfers
than would those who live separately from their children. This suggests that living together and transferring money
were complements but not substitutes for each other. It may also show the division of labor among the adult children.
One of the children lives with the parents, and other children would be responsible for monetary support. Results
also showed that more educated elderly people got more transfers from their children. Much literature has found that
parents’ education level is positively correlated with children’s education level. Children with a higher education level
are likely to have higher income. Literature shows that transferors with higher income are associated with higher
transfer amounts. The results in this paper are consistent with those in the previous literature. The number of children

could be considered as the number of the sources of transfers. Elderly parents with more children could thus receive
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a larger transfer. A positive relationship between the number of children and the transfer amounts was found. In
addition, whether elderly people live in rural areas was negatively correlated with the transfers they received from
their children, and it was significant in many cases. In general, people who live in rural areas are poorer than those
who live in urban areas. The financial strength of their children may not be solid, and it will be difficult for them to

afford as many transfers as the urban children can afford.

Table 3. Full regression estimates of the net transfer amount received from children to parents (pre-transfer income with adjustment for

medical expenditure).

Variables

Regression 1

Regression 2

Regression 3

Threshold Used

25%: 0

50%: 2750

75%: 9400

Pre-transfer income below

threshold

-0.782%*% (0.021)

-0.760%** (0.020)

-0.677¥¥% (0.018)

Pre-transfer income above

threshold

-0.146%** (0.007)

-0.140%** (0.007)

-0.129%*%* (0.007)

Household wealth per capita
(thousands)

0.204 (0.218)

0.192 (0.218)

0.185 (0.219)

Household wealth per capita
(thousands) X only child

-5.885%% (2.757)

-5.554%% (2.756)

-4.172 (2.763)

Taking care of grandchildren

613.181%* (355.742)

553.475 (855.657)

516.247 (356.653)

Co-residing

874.790 (426.505)

568.229 (426.518)

814.948%* (428.076)

Living in rural area

-1205.555%%* (376.620)

-1480.285%** (376.217)

-2009.269%%* (377.305)

ADL -421.668** (176.896) -468.177**%* (176.904) -541.859%** (177.5652)
Household size -37.085 (126.438) -14.809 (126.434) -58.860 (126.710)
Age 297.825 (233.079) 274.519 (233.011) 210.013 (233.693)
Age square -2.177 (1.901) -2.060 (1.900) -1.614 (1.905)
Married 581.420 (544.032) 505.107 (543.848) 827.537 (545.371)
Male -494.650 (1824.897) -510.764 (1828.941) -613.088 (1827.479)
Education 58.882 (94.239) 104.341 (94.151) 231.392 (94.396)

Having a son

-748.097 (519.012)

-719.343 (518.821)

-678.322 (520.204)

Number of children

586.228%** (151.277)

531.038%** (151.267)

431.784%%* (151.829)

Housing wealth (thousands)

-0.029 (0.105)

-0.029 (0.105)

-0.028 (0.105)

Transfers to own parents

-0.165%* (0.079)

-0.156%* (0.079)

-0.131* (0.079)

R2 0.1421 0.1427 0.1380
Sample Size 12,302 12,302 12,302
Note: Standard errors are reported in parentheses, ***statistical significance at the 1% level, **statistical significance at the 5% level, *statistical significance at

the 10% level.

To check the robustness of the results, other variations of analysis are estimated. The general result does not

change substantially. Following the method by Wu and Li (2014), the pre-transfer income is replaced by the pre-
transfer income with adjustment for medical expenditure. The whole set of estimation is repeated with this change.
As suggested by Wu and Li, after excluding medical expenses, the remainder of the pre-transfer income is more likely
to be used for household consumption. After this adjustment, the results still support the altruistic motive. Consistent
with the findings of Wu and Li, the absolute values of the coefficients of the adjusted pre-transfer income below the
threshold become smaller, meaning a weaker altruistic motive. This suggests that part of the children’s transfers is a
response to their parents’ medical needs. Results are summarized in Table 3.

To further investigate the motives of intergenerational transfers, results are estimated separately on rural
households and urban households. Around 70% of the sample respondents lived in rural areas. The rural-urban gap
in economic development is very significant. In the sample, the mean pre-transfer income of urban households was
12,442.14 yuan, whereas the mean of rural households was only 40% of that. The difference between the two sub-
sample was also substantial in household wealth per capital and in housing wealth. However, the difference in the net
transfers received by elderly people was small, as the urban households mean was 1,004 yuan and the rural households

mean was 891 yuan. In other words, the rural households mean of the net transfers reached nearly 90% of the urban
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households mean. Given the large rural-urban gap in income and wealth, elderly people in rural households have a
higher degree of dependence on intergenerational transfers.
The regression results of rural-urban comparison are summarized in Table 4. The results support the altruistic

motive in both rural households and urban households, because all the income coefficients are significant and negative.

Table 4. Key regression estimates of the net transfer amount received from children to parents: Rural vs. urban.

Without adjustment for medical | With adjustment for medical
expenditure expenditure
Rural
Threshold (1) 25%: (2) 50%: (3) 75%: (4) 25%: (5) 50%: (6) 75%:
150 3171.5 9822.223 0 2750 9400
Pre-transfer income below | -1.821%¥% | _1.648%%* | _1.095%%* | _0.475%*% | _0.478%** | _0.481%**
threshold (0.054) (0.50) (0.039) (0.029) (0.028) (0.025)
Pre-transfer income above | -0.416%*%* | -0.403%%%* | -0.405%*%% | -0.4Q9%** | -0.429%%* | _0.440%**
threshold (0.012) (0.013) (0.014) (0.007) (0.013) (0.014)
Urban
Threshold (1) 25%: (2) 50%: (8) 75%: (4) 25%: (8) 50%: (6) 75%:
150 3171.5 9822.223 0 2750 9400
Pre-transfer income below | -1.544%%* | _1.396%%* | _1.109%*%* | -1.039%%* | -0.960%** | -0.810%%%*
threshold (0.033) (0.030) (0.023) (0.029) (0.027) (0.024)
Pre-transfer income above | -0.045%%* | -0.030%%%* -0.018%* | -0.041%%* | -0.032%** | -0.022%*
threshold (0.008) (0.008) (0.008) (0.008) (0.009) (0.009)

Note: Standard errors are reported in parentheses, ***statistical significance at the 1% level, **statistical significance at the 5% level.

However, for the pre-transfer income above the threshold, the absolute values of the coefficients for urban
households are much smaller than those of the rural households. For urban households, the magnitudes of coefficients
drop a lot when the pre-transfer income is above the threshold and the coefficients are close to zero. Due to the better
financial situation for elderly people in urban households, their children’s altruistic motive for transferring money is
more likely to become negligible. After adjusting the pre-transfer income for medical expenditure, the absolute values
of the coeflicients of the adjusted pre-transfer income below the threshold become smaller, and such changes are
greater for rural households. This indicates that a large part of the children’s transfers responds to their parents’
medical need in rural households. In other words, parents’ medical need is more likely to arouse their children’s

concerns in rural areas.

4. CONCLUSION

The main objective of this study is to investigate how intergenerational transfers from adult children correlate
with the pre-transfer income of the parents in China. Data from the China Health and Retirement Longitudinal Study
(CHARLS) are used to analyze the transfers. The conditional least squares threshold model is used because it allows
the transfer derivative to be different below and above the threshold. This enables the testing of the possible
coexistence of the altruistic motive and the exchange motive.

The empirical results show that parents’ pre-transfer income is significantly and negatively related to children’s
transfers. When the parents’ pre-transfer income level is below the threshold, children’s transfers and the parents’
pre-transfer income level are negatively correlated. A negative transfer derivative indicates the altruistic motive.
When the parents’ pre-transfer income level is above the threshold, the transfer derivative is still negative, but the
magnitude becomes smaller. The smaller magnitude shows that the altruistic motive dissipates when the parents’
income level is higher. Not enough evidence can be found to support the exchange motive. Other possible motives
behind the transfers are also examined. Not enough evidence can be found to support other motives like the self-
interest motive, the social norm motive and the demonstration effect motive. This study also conducts an analysis

separately for urban households and rural households. Results show that the altruistic motive is stronger for rural
households.
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As suggested by past literature, private transfers based on the altruistic motive may be crowded out by public
transfers. With the increasing old-age population, fulfilling the demand of old-age support will continue to be an
enormous burden in China. The possible crowding out effect by public old-age support adds a layer of consideration.
Increasing the public old age support is supposed to help the old-age population but the possible crowding out effect
may neutralize the benefit of the public old age support. The crowding out effect arises because the public old age
support increases the income of the elderly, and the increased income is correlated with smaller transfers from the
children. A possible solution to minimize the crowing out effect could be nonmonetary public old age support like
health care voucher or food voucher. Appropriate policy to provide old-age support without triggering the crowding

out effect is an important issue, particular for elderly in rural areas.

Funding: This research is supported by Research Grants Council of the Hong Kong Special Administrative
Region, China (Grant number: UGC/FDS16/B15/19).

Competing Interests: The authors declare that they have no competing interests.

Authors’ Contributions: All authors contributed equally to the conception and design of the study.

REFERENCES

Altonji, J. G., Hayashi, F., & Kotlikoff, L. J. (1997). Parental altruism and inter vivos transfers: Theory and evidence. Journal of
Political Economy, 105(6), 1121-1166.Available at: https://doi.org/10.1086/516388.

Becker, G. S. (1974). A theory of social interactions. Journal of Political Economy, 82(6), 1063-1093.Available at:
https://doi.org/10.1086/260265.

Cai, F,, Giles, J., & Meng, X. (2006). How well do children insure parents against low retirement income? An analysis using survey
data from urban China. Journal of  Public Economics, 90(12), 2229-2255.Available at:
https://doi.org/10.1016/].jpubeco.2006.03.004.

Cox, D. (1987). Motives for private income transfers. Journal of Political Economy, 95(3), 508-546.Available at:
https://doi.org/10.1086/261470.

Cox, D., & Rank, M. R. (1992). Inter-vivos transfers and intergenerational exchange. The Review of Economics and Statistics, 74(2),
305-314.Available at: https://doi.org/10.2307/2109662.

Cox, D., & Stark, O. (1994). Intergenerational transfers and the demonstration effect. Working Papers in Economics No. 804.

Cox, D, Eser, Z., & Jimenez, E. (1998). Motives for private transfers over the life cycle: An analytical framework and evidence for
Peru. Journal of Development Economics, 55(1), 57-80.Available at: https://doi.org/10.1016/50304-3878(97)00056-4.

Cox, D., Hansen, B. E., & Jimenez, E. (2004). How responsive are private transfers to income? Evidence from a laissez-faire
economy. Journal of Public Economics, 88(9-10), 2193-2219.Available at: https://doi.org/10.1016/50047-2727(03)00069-
0.

Gale, W. G,, & Scholz, J. K. (1994). Intergenerational transfers and the accumulation of wealth. Journal of Economic Perspectives,
8(4), 145-160.Available at: https://doi.org/10.1257/jep.8.4.145.

Knowles, J. C.,, & Anker, R. (1981). An analysis of income transfers in a developing country: The case of Kenya. Journal of
Development Economics, 8(2), 205-226.Available at: https://doi.org/10.1016/0304-3878(81)90029-8.

Lee, Y.-J,, Parish, W. L., & Willis, R. J. (1994). Sons, daughters, and intergenerational support in Taiwan. American Journal of
Sociology, 99(4), 1010-1041.Available at: https://doi.org/10.1086/230370.

Liu, Q., & Reilly, B. (2004). Income transfers of Chinese rural migrants: some empirical evidence from Jinan. Applied Economics,
36(12), 1295-1313.Available at: https://doi.org/10.1080/0003684042000191101.

Liu, T., & Sun, L. (2016). Pension reform in China. Journal of Aging & Social Policy, 28(1), 15-28.

Lucas, R. E., & Stark, O. (1985). Motivations to remit: Evidence from Botswana. Journal of Political Economy, 93(5), 901-

918.Available at: https://doi.org/10.1086/261341.

316
© 2022 AESS Publications. All Rights Reserved.



International Journal of Asian Social Science, 2022, 12(8): 308-317

McGarry, K., & Schoeni, R. F. (1995). Transfer behavior in the health and retirement study: Measurement and the redistribution
of resources within the family. Jowrnal of Human Resources, 30(Suppl), S184-S226.Available at:
https://doi.org/10.2307/146283.

OECD. (2018). Pensions at a glance Asia/pacific 2018. Paris: OECD Publishing.

OECD. (2019). Pensions at a glance 2019: OECD and G20 indicators. Paris: OECD Publishing.

Secondi, G. (1997). Private monetary transfers in rural China: Are families altruistic? The Journal of Development Studies, 33(4),
487-511.Available at: https://doi.org/10.1080/00220389708422478.

Tsuya, N. O., & Martin, L. G. (1992). Living arrangements of elderly Japanese and attitudes toward inheritance. Journal of
Gerontology, 47(2), S45-S54.Available at: https://doi.org/10.1093/geronj/47.2.545.

United Nations. (2020). World population ageing 2019 (ST/ESA/SER. A/444); United Nations, Department of Economic and
Social Affairs, Population Division: New York, USA.

Wang, Y., Sun, W., & Wang, X. (2019). Motivation of parent—child co-residence behavior: Evidence from the China health and
retirement longitudinal study. China & World Economy, 27(2), 66-85.Available at: https://doi.org/10.1111/cwe.12275.

Wu, X, & Li, L. (2014). The motives of intergenerational transfer to the elderly parents in China: Consequences of high medical

expenditure. Health Economics, 23(6), 631-652.Available at: https://doi.org/10.1002/hec.2943.

Views and opinions expressed in this article are the views and opinions of the author(s), International Journal of Asian Social Science shall not be responsible or
answerable for any loss, damage or liability etc. caused in relation to/arising out of the use of the content.

317
© 2022 AESS Publications. All Rights Reserved.



