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Families provide for the needs of children and
thus make the largest contribution to a soci-
ety’s investment in human capital. The human
life course is characterized by two long phases
of economic dependence: childhood and re-
tirement. This economic structure of the life
course requires the redistribution of income
between generations and over life stages.
Three different mechanisms can be distin-
guished: Inter-generational transfers within
the family, public inter-generational transfers,
and wealth accumulation.! While in Austria
the needs of the elderly are mainly covered by
state pensions, healthcare, and other care ser-
vices, for children the family plays by far the
most important role.

Despite the central role of families, there is lit-
tle data available to quantify the exact eco-
nomic expenditures of families for children.
While the public transfer system and its finan-
cial viability are the subject of very intensive
debate, the contribution of families is hardly
ever discussed, let alone measured.

National Transfer Accounts (NTAs) attempt to
measure and present intergenerational trans-
fers comprehensively, especially the support

1 The term “transfer” refers to a transaction, i.e. a
transfer of goods, services, or money without ex-
plicit compensation.
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provided by families. This article provides an
overview of economic support between gener-
ations based on the data of the National Trans-
fer Accounts for Austria in 2015. Although the
data discussed below pertains to Austria, the
same general insights on the role of families
that are drawn from it can be applied else-
where.

Monetary Intergenerational Support
(Transfers) within the Family

A central type of support between generations
is the consumption of children financed by
their parents. There is no data for Austria that
directly records private expenditure for chil-
dren directly. Transfer accounts estimate this
type of intergenerational support by linking
data on individual income and consumption. If
the consumption of a household member is
above his or her income, it is assumed that the
difference is financed by support (transfers)
from other household members. As it is mainly
children who have no income of their own, this
method mainly records transfer flows from
parents to their children. Although the
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estimates depend heavily on the assumptions
made, NTAs provide valuable information on
the magnitude and direction of these eco-
nomic transfers.

According to the estimates of the National
Transfer Accounts, the total spending of fami-
lies on children under 25 amounts to approxi-
mately 21 billion euros and more than 9,000
Euros per child. Figure 1 shows the total trans-
fers received and paid by men and women in
each age group. Children, adolescents, and
young adults up to the age of about 25 are net
recipients of intra-family financial support. On
average, the highest benefits are received by
children around 15 years of age, before these
young adults enter the labor market and

generate income themselves. The highest con-
tributions to intra-family transfers are made
between the ages of 35 and 55 and represent
the financial benefits paid by parents for their
children living in a common household. Fa-
thers pay a larger share of the contributions
because of their higher income. According to
the NTA method, the total private financial
support within households are estimated at
about 34 billion euros. Of this amount, about
21 billion euros is financial support to persons
under 25. By comparison, government ex-
penditure on pensions amounts to 48 billion
euros. However, the private intra-family finan-
cial support is financed by the relatively small
group of parents with dependent children.

Figure 1: Age-specific financial support within families, Austria 2015 (transfers of money

and purchased goods/services)
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Source: National transfer accounts for Austria; their calculations. The values in the figure represent the total

transfers received and paid in each age group, not per capita figures.
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Intergenerational Transfers through
Unpaid Services

A large part of intergenerational support in
families consists of services provided in the
household for personal consumption. These
include household work for other generations,
as well as childcare and other care services.
Estimates of the economic value of these
transfers are based on data from the Time Use
Survey. Time use surveys record in detail all
activities carried out during the course of the
day A considerable share of these activities
consist of work that is carried out for other
household members.

In the first years of life, children require al-
most seven hours of time from their parents
per day. Women aged 30 to 40 years—

especially mothers—are the main producers
of intergenerational support through unpaid
work. On average, women aged 30-40 provide
over three hours of work per day for their
partners and other household members, in
particular the children. For men itisjust under
one hour at the age of 35. So, while men fi-
nance a larger share of the market consump-
tion of a household because of their higher in-
come, women perform a larger share of un-
paid work. The monetary value of these bene-
fits can be estimated by valuing the time spent
with wages for similar activities. If gross
wages for household staff and childcare work-
ers are used, the value of these benefits is 29
billion euros provided to children under 25
(Figure 2). Most of this support is provided by
women aged 25-45.

Figure 2: Age-specific transfers within families, Austria 2015 (support of services gener-

ated by unpaid work)
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Source: National transfer accounts for Austria; their calculations. The values in the figure represent the total
transfers received and paid in each age group, not per capita figures.
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Comparing the Family and the State

Intergenerational transfers within the family
support the younger generation, while state
transfers support the older generation. The
combination of the two types of intra-family
transfers (figures 1+2) allows for a compre-
hensive presentation of family benefits. Figure
3 shows the private transfers made and re-
ceived as well as those of the state sector.

Total private transfers amount to 81 billion
euros, and public transfers to 123 billion eu-
Intra-family transfers mainly

ros. are

provided by the young working population,
public transfers are provided by the older
working age population. The public transfers
are aimed at the older population, while pri-
vate transfers aim at the younger generations.
The value of total private transfers to the pop-
ulation under 25 is approximately 50 billion
euros, while state transfers are worth 25 bil-
lion euros. For a comparison, the total state
transfers to the population 60+ amount to ap-
proximately 58 billion euros, and those of pri-
vate transfers to 11 billion euros.

Figure 3: Intergenerational transfers by age and gender: comparing the family and the state
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Source: National transfer accounts for Austria; their calculations. The values in the figure represent the
total transfers received and paid in each age group, not per capita figures.

The differences between private and public
transfers become clear when the total trans-
fers received are broken down by age group.
About 60 percent of total private transfers are
paid to the population under 25 years of age,
and only 14 percent to the 60+ age group. Con-
versely, almost half of the state transfer pay-
ments are directed to the 60+ age group, and
only 19 percent to the population under age
25. The amount of intergenerational redistri-
bution directed to the older population
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through state transfers becomes even clearer
if only individual consumption and social ben-
efits in cash are taken into account and collec-
tive state consumption (including administra-
tion, security, public order, legislation, infra-
structure) is disregarded. The most important
components here are pensions (45% of all in-
dividual state benefits), health and long-term
care services (25%), and education (15%).
The under 25 population receives 18% of the
state individual benefits, 25- to 59-year-olds
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approximately 29%, and those over 60 receive
53% of individual benefits. Those under 24-
year-olds and those over 60-year-old account

for about a quarter of the total population. Ta-
ble 1 shows the exact distribution by age
group of state and private transfers made and
received.

Table 1: Distribution of total transfers made and received by age groups. Figures represent

a percentage of total benefits.

Received, Received, Received, Contributions, Contributions,
Age Private Public (total) Public (indiv.) Private Public Population
0-24 60 19 5 8 26
25-59 26 33 75 76 50
60+ 14 48 20 16 24

The category “Public, total” also includes collective consumption, which is equally distributed across the total
population. Source: National Transfer Accounts for Austria 2015.

The category “Public, total” also includes collective consumption, which is equally distributed across the
total population. Source: National Transfer Accounts for Austria 2015.

It should also be noted that private transfers
between adults are not independent of trans-
fers to children. Private transfer among adults
consist mainly of financial support (transfers)
between partners. These intra-family trans-
fers are due to specialization in paid work
(mostly fathers) and unpaid work (mostly
mothers) due to childcare obligations.

Both state and private intergenerational sup-
port services are provided mainly by the pop-
ulation aged 25 to 59. Of particular interest for
future development is the contribution of the
baby boomer (cohorts born in the 1960s) to
total taxes and contributions: Almost 30 per-
cent of all taxes are accounted for by the baby
boomers born in the 1960s. The retirement of
the baby boomer will therefore pose a major
challenge for the Austrian economy and the
public transfer system. Between 2025 and
2034, highly populated birth cohorts with
about 130,000 people will leave the labor
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market, while less populated birth cohorts
with less than 100,000 people will move up.

Families under Pressure

Financial support of children is an essential el-
ement of the intergenerational contract. Fam-
ilies take care of the needs of the children and
support them up to economic independence
and beyond. These services are important in-
vestments in the human capital of a society, as
children are also future producers and taxpay-
ers. Whether the very generous pension sys-
tems can continue to be financed in the future
depends to a large extent on the investment of
families in children. This relationship is often
described as a contract between generations:
comprehensive and generous pension provi-
sion requires investment in younger genera-
tions and future contributors.
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Figure 4: At-risk-of-poverty of children and persons aged 65+ [;] Development over time
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The financial viability of the intergenerational
transfer system of the private sector is more at
risk than that of the state sector. Economic de-
velopments over the past decade have led to
stagnation or even a decline in the real in-
comes of younger generations, while pension
incomes have risen sharply. Consequently, the
at-risk-of-poverty rates for families stagnated
at a high level, while the at-risk-of-poverty
rate for older persons has fallen sharply (Fig-
ure 4). This also means that it is becoming
more difficult for young people to follow
through with plans to start a family and have
children. Estimates of the considerable eco-
nomic achievements of families make it clear
why economic difficulties have an impact on
family planning decisions.

A forward-looking structuring of society re-
quires concern and attention to families and
the benefits they provide for children, adoles-
cents, and young adults. This also includes of-
fering economic opportunities to young
adults. The decision to have a family also de-
pends on the possibilities of combining family

Austrian Institute Paper Nr. 31-EN (2020)

and career as well as being able to cope eco-
nomically with the expense. Reducing bureau-
cratic obstacles, promoting entrepreneurship,
and lowering taxes on wage income are im-
portant actions for creating opportunities for
young people. Another important point would
be to take account of family benefits in pen-
sion provision: despite the benefits families
provide for future contributors, they are dis-
advantaged in the pension system. Due to care
responsibilities and the resulting low labor
force participation, parents have lower pen-
sion entitlements than childless couples.

The system of intergenerational transfers re-
quires that a balance be struck between trans-
fers to children and benefits for older genera-
tions. Economic crises and an ageing popula-
tion are increasingly upsetting this balance.
The data on financial support within the fam-
ily should serve to draw attention back to
younger generations and the extremely im-
portant services that families provide. B
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More information about National Transfer Accounts (NTAs) and data can be found on the homep-
age of the NTA project: www.ntaccounts.org. The method and results are also summarized in the
book Population Aging and the Generational Economy: A Global Perspective (Free download:
https:

tive). European NTA data for 2010 are available at www.wittgensteincentre.org/ntadata. Austrian
data for 2015 is still provisional but will also be made publicly available soon.

This paper has been translated from German by Thomas and Kira Howes

About the author:

Bernhard Binder-Hammer

Bernhard Binder-Hammer is a population economist at the Vienna Institute for Demogra-
phy at the Austrian Academy of Sciences. His main research focus is the generational
economy. This includes the analysis of links between demographic characteristics and
economic activity, as well as the measurement and analysis of intergenerational transfer
flows.

Since his studies began, Bernhard Binder-Hammer has been working with National Trans-
fer Accounts, which reflect these aspects of generational economics. He is particularly
interested in the effects of economic crises on younger generations. He is convinced that
economic analysis from a generational perspective contributes to a much deeper under-
standing of economic and social developments.

How to cite this paper:

Bernhard Binder-Hammer, Intergenerational Transfers in the Family: What Do Families
Contribute to the Social Welfare System? Austrian Institute Paper Nr. 31-EN (2020)

Original version (online) and Download of the Working Paper:

https://austrian-institute.org/en/blog/what-do-families-contribute-to-the-social-
welfare-system/

© 2020, Bernhard Binder-Hammer
© 2020, Austrian Institute of Economics and Social Philosophy, Vienna

Austrian Institute Paper Nr. 31-EN (2020) Page 7


https://www.idrc.ca/en/book/population-aging-and-generational-economy-global-perspective
https://www.idrc.ca/en/book/population-aging-and-generational-economy-global-perspective
https://austrian-institute.org/en/blog/what-do-families-contribute-to-the-social-welfare-system/
https://austrian-institute.org/en/blog/what-do-families-contribute-to-the-social-welfare-system/

