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Abstract: Intergenerational transfers are one of the most important and contentious aspects of modern
welfare systems. In today's societies, financial transfers between adult generations in the family are an
important part of the intergenerational link. They are important not only for the family as a whole — how it
distributes its resources and ensures its members' well-being — but also for broader aspects such as welfare
policy, social inequality, and social integration. The financial transfers are playing an important role in
accumulation and distribution of the wealth. In consequence these financial transfers are important not only
for the individuals, but also for the social aspects of the wealth redistribution. Using the dataset provided by
Survey of Health, Ageing and Retirement in Europe (SHARE), we want to create the profile of the persons
over 50 from Romania that give and receive financial aid.
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Introduction

During the periods when changes in the structure of the family, in the attitude
towards the family and in the values about familism exist, there is a growing interest in
intergenerational solidarity. This interest is even stronger in the wake of structural
problems, such as rising unemployment, rising costs and services, and an aging population.
During these periods there is a tendency for the state to transfer the social responsibilities
to the private sector, most often represented by the family (Bawin-Legros and Stassen,
2002). Financial transfers and assistance with daily activities by family and friends are
important sources of support that contribute to the well-being of the elderly. The transfer
of resources to the elderly is critical for both the family and society, with economic
resources possibly being the most important (Leeson and Khan, 2013; Arber, 2013).
Europe is an aging continent, and the need for long-term care will almost certainly increase
in the coming decades. Children have always been an important source of care for parents
in their old age. Furthermore, as the population ages, there is a growing concern for the
elderly's well-being. If transfers between children and parents are significant, one might
believe they should be considered when assessing population welfare. Most studies on
intergenerational financial support focus on the reasons for thus exchanges. Given the lack
of literature on intergenerational transfers made and given by Romanian older adults, in
this paper we aim to provide an overview of financial transfers given and received by
people over 50. We explore who gives and who receives financial support, as well as the
profile of donors and recipients.

The paper is structured as follows: Section 1 summarizes the relevant literature,
including both theoretical and empirical studies; Section 2 describes the methodology used
in our study; Section 3 discusses the empirical findings and Section 4 will contain the
conclusions of the study.

Literature review

Financial transfers are important not only for individuals, but also for social policies
involving wealth redistribution. The direction in which they flow - upwards to the elderly
population or downwards to younger families with children - has been reshaped by the
establishment of welfare systems: older people who were previously economically
supported by their children have since become providers of financial support to their
offspring (Attias-Donfut, 1995; Kohli, 1999). Moreover, the literature presents that
repayment of perceived debts and altruistic kinship commitments have been proposed as
two key normative incentives for adult children to provide late-life financial support to
parents (Cao, 2006; Hayhoe and Stevenson, 2007; Koh and MacDonald, 2006). Reciprocity
norms are societal beliefs about adult children's obligations to repay their parents for earlier
sacrifices made on their behalf (Silverstein et al., 2002). Financial assistance is intended to
be provided as parents age in exchange for the services and financial support provided to
their children as children and even into adulthood.

The motivations for intergenerational transfers can differ depending on the type of
intergenerational transfer. Economic research on the motivation for intergenerational
transfers has frequently relied on two models: altruistic and exchange models. That is,
intergenerational transfers, particularly monetary assistance between generations, are the
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result of altruistic preference for family members (Becker, 1974; 1991) or mutual perceived
advantage in transacting or engaging in joint production by family members (Becker,
1974). They reflect social ties between generations while also influencing those
relationships. Adult children who receive financial assistance from older generations
benefit economically, but their parents benefit as well because these gifts strengthen their
children's affectionate bonds with them (Aquilino, 1991). This may be important later in
life because feelings of closeness and solidarity have been linked to important outcomes
for aging individuals, including aspects of mental and physical health. Also, the literature
largely acknowledges the altruism towards family members in homeland as the main
reason for remitting. Migration and remittances, without a doubt, relieve the sending
countries of underemployment and create new opportunities, as well as help alleviate
poverty and improve life in poor countries (Adams and Page, 2005; Spatafora, 2005; Gupta
and al., 2009). Remittances have the strongest economic impact on sending countries, as
the money sent home by migrant workers plays an important role for both receiving
households and the economy (Gubert, 2002; Ratha, 2004; Gammage, 2006; Skeldon,
2007).

Prior research also focused on different types of transfers separately. According to
Attias-Donfut et al. (2005), the likelihood of making family intergenerational financial
transfers decreases with age, whereas the likelihood of receiving practical support
significantly increases, particularly after the age of 75. Regardless of age, Albertini et al.
(2007) discovered that parents are more likely to give financial support to their children
than to receive it from them. Parents aged 70 and older, on the other hand, were more likely
to receive than to provide practical support, excluding grandchild care. Researchers also
investigated the geographical distribution of family transfers. They discovered that
financial family transfers are the least common and most intensive in Southern Europe,
while they are the most common and least intensive in Northern Europe (e.g., Albertini and
Kohli, 2012; Kohli and Albertini, 2007). A similar geographic pattern was discovered for
the exchange of non-monetary family help and care (Brandt and Deindl, 2013; Brandt et
al., 2009; Deindl and Brandt, 2011; Haberkern and Szydlik 2010; Igel and Szydlik, 2011).
The reasons for generational solidarity vary, but the literature emphasizes altruism among
family members, particularly among parents toward their children (Becker, 1991), as well
as expectations of reciprocity between generations (Coleman, 1990), affection, and need
(Fingerman et al., 2009; Fingerman et al., 2011).

Data and methodology

In this paper we use the dataset provided by Survey of Health, Ageing and
Retirement in Europe (SHARE), which is the largest pan-European social science panel
study that provides insights into the public health and socio-economic conditions of
European citizens aged 50+. We use data from the Wave 8 of SHARE that was applied in
2020 and comprises 28 European countries (plus Israel). The sample of analysis proposed
is composed of those respondents who provided or received a financial transfer and who
are from Romania. Financial transfers were measured over a period of 12 months prior to
the interview. According to the SHARE definition, financial transfers include received or
provided financial or material gifts valued at least €250 (or local equivalents in local
currency). Respondents were asked: “Now please think about the last twelve months. Not
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counting any shared housing or shared food, have you or your husband/ wife/ partner given
any financial or material gift or support to any person inside or outside this household
amounting to 250 euros or more?”. In this context, the term "financial or material gift" is
meant to describe "giving money" or to provide specific types of benefits such as health
care, insurance, schooling, and home purchase down payment. Loans were not considered
as being gifts. For financial transfers received, the same format was used. In the case of
positive replies, respondents are put into a question loop that allows them to give details
on up to three transfers. They were also asked to whom they gave or from who they
received most frequently financial transfer during the past 12 months.

This paper aims to improve our knowledge and, at the same time, to give us a
picture of the financial transfers granted and received by people over 50 in Romania. We
explore who gives and who receives financial aid, as well as the profile of donors and
recipients. The analysis proceeds in several stages. First, we will offer a picture of the
financial transfers for each country to see where Romania stands in the European context.
Next, we find out who is sending and receiving financial transfers in Romania.
Subsequently we will test if there are differences between the income of those who provide
a financial transfer and those who receive. Finally, using multiple correspondence analysis
we will identify the profile of donors and receivers from the perspective of the main socio-
economic and demographic characteristics. Multiple correspondence analysis (MCA) is
one of the methods used to analyze multivariate data that analyses cross-frequency tables
(contingency tables) to explore the simultaneous relationships among variables (Benzécri,
1979, Burr & Phillips, 1984). This exploratory technique uses maps to determine structures
subjacent to the variable set. After obtaining this, it is possible to visually observe the
distance between the categories of the qualitative variables and between the observations.
Multiple correspondence analysis was chosen because it allows analyzing all outcomes
simultaneously, characterizing the profiles of respondents who gave or received a financial
transfer.

Results

Table 1 shows the pattern of financial transfers in the European countries. One of
our interests is to see Romania’s place in the European context. Concerning financial
transfers made, only 16.04% of Romanian respondents reported having given 250 euros or
more within the last 12 months to their family or other members of their social network.
Romania ranks in the bottom 5 with Slovakia, Spain, Bulgaria, Latvia. As far as receiving
financial transfers is concerned, overall rates are slightly lower than for giving transfers,
Romania being in the top 10 countries, with an 8.77 percent. We observe that, in Romania
and in other European countries, there is a tendency that older people are more likely to
offer than receive financial transfers. Even though these transfers appear small at first sight,
we must say that the threshold of 250 euros excluded multiple transfers of smaller amounts
while capturing simultaneously the larger transfers.

The identities of the donors and beneficiaries of the transfers are shown in Figure
3. As we mentioned above, if the respondents gave a positive reply, they were put into a
question loop that allows them to give details of up to three transfers. As far as the
beneficiaries of financial transfers are concerned, in all three times when a transfer was
offered, two main patterns can be discerned. Firstly, the recipients of these transfers are
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almost exclusively family members, and secondly, the path of financial transfers is
overwhelmingly towards children. For all three transfers granted, children account for more
than 60%, followed by transfers to grandchildren for which 23.88% for the first transfer,
14.77% for the second and 4.17% for the third.

Figure 1. Distribution of countries by Figure 2. Distribution of countries by financial
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Figure 3 presents the network of donors, those people from whom the respondent
has received financial transfers. As for donors, children have the highest percentages, i.e.,
over 80% in all three cases of transfers received. It can also be noted that other family
members form a small but important part of the network of transfers for the first and second
received financial gift, while for the third transfer received, it is the non-family members
who form an important part of the network.
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Figure 3: Financial transfer recipients and donors
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Our results show that the process of financial transfers is concentrated especially in
the family line, that cash gifts mainly flow to the younger generations. Having a downward
flow, resource transfers from parents to children are much more frequent than those from
children to parents. The results suggest that this type of support from the family is important
in determining the accumulation of capital for younger generations (Ermisch, 2003; Altonji
et al., 2012), acting as an insurance against income shocks while creating cohesion and
solidarity among family members (Altonji et al., 1997, Chen et al., 2016).

Considering financial transfers, the economic circumstances of the recipient and
giver are important. According to the literature, the better off a family is, the more likely
they are to provide financial assistance and the greater the amount of aid will be with each
transfer (Henretta et al., 2002; Albertini et al., 2007; Leopold & Raab, 2011; Brandt &
Deindl, 2013). The study by Albuquerque (2014) observes that children may receive a
financial transfer if their parents’ financial situation is good, but that financial
circumstances are not a predictor of child to parent transfers. Therefore, we want to
investigate whether there are significant differences of income between the two categories
of respondents, i.e. recipients and donors. Using the the simple Student test, we determine
whether the mean income for donors is significantly different from the mean income for
recipients. The results can be seen in Table 1.

Table 1. Independent samples Student test results

Variable Mean Standard | Standard 95% Conf. Int. No. of
Error Deviation observat
ions
Income of the donors 728.7118 | 50.4322 714.9999 629.2647 828.1589 | 201
Income of the receivers 577.6522 | 65.48198 | 686.7808 447.869 707.4353 | 110
Combined 675.2824 | 40.13242 | 707.743 596.316 754.2488 | 311
Diff = mean (Income of | Ho: t=1.8062 -13.50439 315.6237 | Degrees
the donors) - mean diff=0 of
(income of the receivers) freedom
=309

Issue 21/2021 Special Issue GEBA 2021 70



Journal of Public Administration, Finance and Law

Ha: diff < 0 Ha: diff #0 H.: diff >0
Pr (T< 1)=0.9641 Pr (T< 1)=0.0719 Pr (T< 1)=0.0359

*Source: Authors’ calculations

As we can notice, the test registers a value of 1.8062 with 309 degrees of freedom
and a probability of 0.0719 (p>0.05); this indicates that there are no significant differences
between average incomes of donors and receivers.

Since there are no significant differences between donors and receivers in terms of
income, it should be noted that the level of income is not the main reason for such transfers.
We might say, in the present context, that these transfers are made as part of a reciprocal
and symbolic exchange model with close relatives who are emotionally linked to each
other. Future research will examine the reasons behind financial transfers among older
adults to determine if they are driven by human capital and economic investment.

A final step in the current analysis is to build a profile of both the recipients and
donors of financial transfers by meeting their most important characteristics using multiple
correspondence analysis. We will assess the profile of donors and recipients in terms of
age, gender, education level, residence area, marriage status and health status.

According to the MCA analysis, a two-dimensional solution was found to be most
appropriate, as the first 2 factor axis explain the largest differences between those who
were donors and those who weren’t.

Figure 4. Representation of statistical variables in the system of the first two factor axis.
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According to Figure 4, the people who have granted a financial transfer live in
urban areas, are men, have graduated high school, reside with a partner in the house, are
in good health and have an income higher than average. All these details point to a high
probability that a person is likely to grant a financial transfer. At the other end of the
spectrum, those who have not been granted a financial transfer are those inbetween states
of health, who live in rural areas, are women, have below-high school education, are over
65 years old, receive social assistance and have income lower than average. From their
profile, we can conclude that people who are defined by the characteristics analysed are
more likely to be unable to provide a financial transfer.

Regarding the profile of beneficiaries (Figure 5), we observe that they are healthy
and educated up to a high school level, live in urban areas, have partners with whom they
live together and have an income level above the national average. In light of this, we
cannot characterize the recipients of financial transfers as being in a state of need and
explain the financial transfers to them from the perspective of their need for assistance. The
same cannot be said of individuals who haven't received a financial transfer in the last year
and whose profile indicates the need for assistance.

Figure 5. Representation of statistical variables in the system of the first two factor axis
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We can conclude that the financial transfers received by older adults in Romania
are not based on low living standards, so that they are helping to increase their welfare.
Apparently the transfers are generated by people who have good financial positions, which
are also observed in the recipients of these transfers, confirming that the granting and
receiving of transfers involving the sum of 250 euros or more are directed to close relatives
in a mutual and symbolic exchange.

Conclusions

Our findings indicate that, in Romania, the incidence of financial transfers having
the amount of 250 euro or more is relatively high, considering the number of the transfers.
In addition, we found that transfers are clearly downward, with transfers from parents to
children being much more frequent and also much more intense than transfers in the
opposite direction. The reason for this might be the fact that both Romania and the rest of
Europe have at least a minimum pension system in place, which allows older people to
remain financially independent, enabling them to pass some of their assets on to their
children and grandchildren.

A second aspect that was identified was that there are no significant differences in
income between donors and recipients, excluding the possibility that those with a better
financial situation would donate more money. Using multidimensional correspondence
analysis, profiles of donors and recipients in terms of socio-demographic characteristics
can be made. The results show that both donors and recipients have similar characteristics,
which led to the conclusion that financial transfers of 250 euro or more were made in a
reciprocal exchange model.

These initial exploratory and graphical results pave the way for further research
into the determinants of intentions to make financial transfers. The study also emphasizes
the MCA's strengths as a method that can visualize association between categorical and
ordinal variables in a more intuitive manner.
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