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ABSTRACT

Fhile a Jarge amount of facts have besp gathered concerning the
sinilarities and Jdissimnilarities of family policies as they are commonly
understood (1.e. support rfor bsbres apnd joang children)? asccross developed
countries, the esvidence 1is not so Inpressive as far young adulis ars
concerned. This category i1s indesd difficult to define. espscially for
Lanily policy purposes. becauss poung 3007 ts pay belong s1ther to faniliss
hoaded by their parents or to their own housshold. Hnyway., somns family
bensfits accrue to these peoaple. dirsctly or via their parents as long as
they stay at the parental hone.

Even 1f. from an sdwinistrsirve pornd of wview. the probilem 1s
ssentially a guestion of definition of bensficiaries categories. on the
contrary. from an econonic point of wview., the guestions raised ars as
followms & whatever the Sdpipnistrstive Oefipitions of sntitlessnts and
vhatever the channsl through which the nonsy doss bsnsfit to these young
adults. what 1= ths profile of family (ransfers as these 1ndividuals age.
as long as they bAelong to the parental hAousehold 7 Lo these benefits
experience & sharp decrease at same age threshold 7 Fhich thresholdis}) 7
Qr do theyr steadrily decreass. for svery people ar at least for sone

categories 7 Are these profiles similar for various countrises 7

The main aim of this paper I1s to give saope 1nsights sbout these
questions, mIinly throvgh careful descriptions of the patterns 1n changrng
level of family bensfits and standard of living as the growvn-up ages. But.
n addition. 1 will try. through plots., to test the two folloving
brpotheses o First, may e oopsider the poung adulli sarnings a5 an
effective source of compensation of child support reduction 7 Sscond. doss
the famnily adjust 1ts [fabor supply as famnily (ransfers decresase, as 1F I1Es
nenbers try to compensate, by additional sarnings. the impact. on their

standard of living., af the child support reduction 7

The data set wused I1s the FIC0 one. 1 use., for four eurcopean
countries. all the bousshold pansl waves available 1in FICO files at the
beginping of 1996 . 7 pears for Gerwapy (1954-90) . 8 pears for Iusenbourg
{18985-87). 6 yesars for France {Lorraines. 1885-80} and 3 waves for the UK
(1997-97}1. [ transformed these raw data in rear-to—rear transitions.
pooled first ssparately for sach country and. then, after conversion 1in
ECU of all financial amounts. pooled for the four countries. The resulting
globhal Frle rncludes more than SFF00 abservaiions.

7he papsr is crganized as follows @ the First section 1s devoted to
sane gquestions of definitions and to a rapid overview of the literatures.
7he second section pressepnts the dvpotbheses to be tested and esplains bow
it will bhe Jdone. The third section describes the raw data and the
nethodological choices made to obtain data appropriate to the analysis.
The fourth ssction sets out the resvlts. The conclusinon stressss the
limitations of the analysis and offers some perspsctives 1n teras of
further research avepuss as 1n feras of policies towards families with
dependent children.
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INTRODUCTION

A large amount of facts have been gathered concerning the
similarities and dissimilarities of family policies across developed
countries’ . But, most frequently, these family policies are studied as if
they were restricted to public support accruing to families with babies,
“young children and teenagers : for instance, the mnodel families ( cas-—
types” in french) built for the BRADSHAW et alii (1993) study deliberately
restrict to children aged three, s=even and fourteen. Similarly., in her
comparative study about social protection in Europs, BOISSIERES (1994)
takes as criterion the average amount of maternity—family-housing benefits
per child under 15 ; and, in a companion paper (1995) devoted to a
typology of family policy in Europe, the same author classifiez the twelwe
countries according to eignt priorities, none of which relates to young
adults.

Indeed. very few studies include the case of young adults (defined.
here., as sons and daughters aged 15 to 25 and still living at home).

One reason of this lack of research lies in the kind of the
statistics provided by institutions in charge of family policy : because
0f their administrative nature, these data are usually limited to
families including at Ieast one child entitled to =some allowance and,
hence, ignore the situation of familie= without any woung {or handicapped)
child, but nevertheless supporting children =till economically dependent
theze older children are either =till living at parental home (and. in
this case. they may get earnings) or living elsewhere® while receiving,
from their parents, a large portion of their income (e.g. students or
yvoung couplez unemployed) and., possibly, coming back every weskend at
parental home. '

Another reason of the scarcity of research devoted to voung adults
considered as dependent children wmay stem from the macro-economic
context | when the pressure on =ocial budgets i=s high, 1t i=s less
opportune to gquestion the adeguacy of the public provision of famnily
benefits.

But, there i=s a clear recognition of the fact that the children
are, nowadays. longer and longer financially dependent on their
parents, both because of the lengthening of the s=schooling period and
because of the structural difficulties to enter the labor market,
especially for the first time' .

And the lack of administrative statistics appropriate to the study
of wyoung adults mnay be by-passed through surveys., especially panel
surveys® because they allow to follow the sane people beyvond the end of
their eligibility to family benefits.

Consequently, it is interesting to try to exploit pansel survevs to
get a better understanding of the consegquences, on families with dependent
children, of the family policies as they are currently designed. i.e. with
dramatic decreases in benefits &a= the children age bevond some age



threshold. But., what is even more attractive is to adopt, in order to do
this. a comparative perspective. permitting to zrealize how wvarious
countries cope with the problem of the {upper) age limit associated with
fanily allowances.

Such a perspective is now possible if one takes advantage of the
opportunity offered by the PACO database, which brings together similar
househald panels from wvarious countries (here, eurcopean ones : France,
Luzembourg, Germany and the UK}.

Hamely, the PACO databa=se allows us to address the f{following
questions, related to young adults still living at home

# for each country, what is the praofile of family transfers as
these individuals age, a= long as these individuals belong to the
parental household ? More precisely. do these benefits steadily decrease
or do they experience a sharp decrease at some age threshold(s) {which
onef{s) ?) 7

# for the warious countries, are these profiles similar (in terms
of levels and slopes) ?

* what are the conseguences of these family benefits patterns on
the household standard of living, providing +that simultaneous
increases in labour supply (by the wyouth himsherself or by the other
household members) may occur 7

A= far as we know, no statistical evidence does exist concerning the
conparison, across european countries, of national age profiles of family
benefits. In the special case of France., some literature (BLANC 1995,
AMROUNI 1995, CAUSSAT 1395, GALLAND =t HMEROH 1996, DUFLOS et alii 1995,
MADINIER 1992, and, earlier. GOKALP 1981 and ROUSSEL 1978) is awvailable
about wyoung adults living at parental home ( cohabitation parentale’)
but we are not aware of results ‘based on panels, allowing therefore to
neutralize the fizxed (indiwvidual) effects which prevent tc i=oclate the
specific consequences of family benefits on housshold income. 4 recent
work by Isabeslle AMROUNI (1995) is the closest to our focus but, when she
studiesz the amounts of family benefits as a function of child's age. she

puts together two categories of wyoung people : those living with their
parents -as we do— and those living apart. - a guite heterogensous group
that we will ezxclude from our own analysis ;| as we will argue. this
undesirable mizture results 1in ambiguous conclusions, anyway very
different from ours®, based only on young adults living with their
parents.

The main aim of this paper is thus to give some insights about
theze facts, mainly through plots displaying fanily benefits, earnings
and standard of living pattern=, as the yvoung adult ages.

These plots may help to explore, in particular, the two following
hypotheses : first, do the young adult growing earnings fully {(or less
or mnore) compensate for decreasing public child support ? As we will
explain, longitudinal data allow to mneasure the extent of this
conpenzation, resulting in the notion of child cost variation. Hence,
the second guestion i= : does the other family mnembers adjust their
labour supply as family 4transfers decrease, in order to try to
compensate, by additional earnings. the impact, on their standard of
living, of the child-support’'s reduction ? Again, in that perspective,
using comparisons between t and t+1 sources of income is well-suited
and we are not informed of any research trving to test these hypotheses in
a dynamic comparative framework, similar as what we are doing here.



The data set used is the PACO one. We use., for four european
countries, all the household panel waves available in PACO files at the
beginning of 1996. After making all financial amounts comparable in real
terms {(i.e. converting them into 1995 ECUS), we transformed these raw data
in year—-to-year transitions, pooled {first separately for each countiry
and, then. pooled for the four countries. After warious mninor restrictions
limiting the population under study to stable families {(as explained
below). the resulting glcobal file includes wmore than 20,000 cbservations.

The paper is organized as follows : the first section describes the
data extracted from the PACO database and the technical choices made to
transform them in wariables appropriate to our analysis. The second
section explains the methodology we use. The third section sets out the
results. The conclusion stresses the linitations of the analvysis and
offers some perspectives in terms of further research avenues.

I. Data.

The data set used is the PACO one® . It will be unfair not to mention
{and acknowledge for) the huge amount of work by the PACO team. But,
nevertheless, using these data is by no means immediate | it requires long
preliminary checks and numercus correcticons’ befaore starting the analyses.

. . . . 10
Four european countries are included in the analy=sis : France' .
11
Luxembourg, Germany and UK .

For each of these countries, we use all the household panel waves
available in PACO files at the beginning of 1996 : 7 years for Germany
{1984-90) . 8 wvyears for Luzembourg (1985-92)., 6 vwears for France
(Lorraine, 1985-90}) and 3 waves for the UK (1991-93}.

411 the wvariables concerning f{inancial amounts (e.g. family
benefits, income,...) are on a mnonthly hasis'” | and while at the
beginning of the data transformation phase, they are expressed in
current'® national currency., at a later stage. all anounts are nade
conparable across countries through conversion in a2 common unit, the
ECU™ ., in 1995 values (to facilitate interpretation).

Let us turn now to the way we have created our files for analysis
pUrposes .

First., we have selected. in each wave for each country. all « young
adults » (as defined below) . then, for each pair of successive panel
waves, we have matched the cases present in baoth waves ;. thus, we have
obtained year-to-year tramsitions ;| finslly, we have pooled these files
in two ways : first separately for each country and., then. after
conversion in 1995 ECUS of all financial amounts, we have pooled over the
four countries. The resulting global file includes, at this stage (i.=.
before some additional restrictions explained below), 22,706 observations
(see Annex A for details on the samples sizes).

iz far as weighting is concerned, we systematically use weights™ in
calculations {i.e. weighied average values for plots, as well a=s weighted
linear correlation cosfficients).



IT. Methodology.

We will explain., first, how we define « young adults ». Second, we
will justify our choices about the child benefits wariables we use. Then.
we will discuss the way we implement the construction of age profiles.
Finally., we will call for caution in interpretation of the plots.

A. First of all. we need somne workable definition of the
population to be studied : the « young adults »'° .

From an international comparison perspective, it is better to avoid
using national @ administrative definitions {i.e. definitions from an
entitlement point of wview, combining criterions like age. health,
schooling status and earnings), becausse national definitions of
beneficiaries categories do noit necessarily coincide across countries. As
a consequence, i1t is worth to adopt a definition based solely on an age
criterion, encompassing a large range of years (for instance, people 15
ta 25 years old” ).

Hence, here, we adopt a guite large definition : we initially kept
in the files every individual aged between 14" years (and 0 month) to 26
years and 11 months, whose link with the head of household is « child »"
But. finally, due to limited numbers at age 14 and at ags 26, we
restricted our age brackets to 15-25. :

Through these rules, we select woung pecple belonging to families
headed by their « parents », but we did not select those vouths already
heading their own household. We ezclude the latter category because it is
very heterogeneou=, mixing young adults  who, like students=, are
financially dependent of their parents to a large extent but living apart
{a sub-category which counld fruitfully have been merged with our « young
adults », had we the information to select then®™ } with wyoung people
heading their own household {or b81ng a spouse or cohabitee) while clearly
independent of the parents.

Pooling., for our four countries. all vouths known for a pair of
consecutive years, we obtain 22,509 observatiorns. But the main aim of the
study is to discover the pattern of family benefits as the youth is
becoming older, ceteris paribus ;| thus it should be ideally relevant to
exclude from the population under study all cases in which changes occur
in the family (like brothers or sisters turning 16 or 18, if these ages
are family benefits thresholds ; or like a birth or a divorce., estc.),
because these changes may result in variations of family benefits : this
kind of changes may blur the pattern we intend to observe. (i.e. family
benefits as & function of vyouth’'s age). But we ignore all the
circunstances (different across countries, due to wvarious national family
benefits schedules) resulting in such changes in family benefits ; and.
probably, were we able to exclude all casss associated with such events,
we will be left with too limited numbers.

Hence, to cope partially with the difficulty of holding things being
equal. we restrict the analyses presented in this paper to the sub-sanple
including only voung adults whose household may be considered as rather
stable from year t to wyear t+1 : starting from 22,509 cbservations, we
first exclude household whose head or size’ has changed from t to t+1
{415 cases. corresponding to 457.0 in terms of weighted numbers): we also
exclude the individuals whose link with the household head has changed



{N=30, and 21.4 after weighting). And, because we may assume that nost
changes in the number of children under 14 (present in the family) are due
to a birth, wve ezxclude the cases characterized by an increasing number of
children under 14 (458 cases, reduced tao 280.4 after weighting) . nanely,
births to families are frequently associated to large increases in family
benefits, obviously not linked with the variable of interest here — the
aging of a grown—up. Finally, we drop cases in which youth’s parents
just become isplated (N=293, and 307.0 after weighting) or Jjust
« marry » {N=62, and 47 .6 after weighting). At the end of this selecting
process” , and allowing for individuals being ezcluded on more than one
criterion, we come up with 20,748 observations for individuals 15-25 years
old.

For =sake of simplicity, the corresponding families will be refered
to as «families without changes.

But another major possible scurce of heterogeneity derives from
the youth’'s work status : if the young adult earns a lot, it becomes
unclear if hesshe has to be considered as dependent. In order to explore
this topics, we will compare the results obtained on the whole « without
changes population » with those resulting from the restriction of the
population to individuals whose status. both in wave t (Zi_statu) and in
wave t+l (i_status). indicates that they were probably highly financially
dependent on their parents ; the corresponding statuses are « Under 16
years old i, « Student s, « Unemplaoyed s» and <« Housewife . Thi=
restriction results in dropping youths whose status in at least one wave
was « Working s, « Retired” i or « Other » {(the latter category includes
many cases — about one out of sight — but we prefer to exclude it, dus to
its unclear contents). One should be aware that it is difficult to go
further in population restriction, because of wvanishing numbers : for
instance, we tried to devote special attention to the sub-population of
yvoung children at school, but we chserved that cur « Student » category
{including individuals declared as= « Student s in both waves) was too
restrictive to allow fruitful analyses by country and age (H=1.928 with so
few cases for Germany and no cases for UK, a situation probably partly
ari=ing from categories definitions in PACO™ ). The same kind of
definition, applied to the « Unemploved » category. will result in even
nore limited numbers (449 cases).

These two nested sub-populations (including respectively 20,748 and
7.129 cases) will be used in comnparing the age profiles of earnings and
child benefits. -

B. The =econd important choice is about the relevant wariables to
be considered concerning child benefits, earnings and child cost
variation as well.

1. Child benefits wariables.

If we define, according to JEANDIDIER et alii (1995} family policy
az all public interventions conditiconed by the fact that childi{ren) is~are
pre=zent (in the househn:;ld)zs . wWe cannot restrict the analvsi= to the =so-
called « Family benefits » PACO wariable ;| but this variable, supplemented
by some other income components linked 4o the presence of children. is a
good starting point, though it does not include any tax exemption for
dependent child{ren).



In Annex B we ezplain in detail how our child benefits variables are
built., by adding relevant income components as they appear in the PACO
database. In short, we start with a summing various family benefits (we
will call this variable HH TRANS): it will be ocur basic wvariable : let us
indicate =ome magnitude orders : on average”™ ., these family benefits
account for 6.0% of the household income (a share to be compared with
94 .5% for earnings., 23.4% for pensions, 2.7% for capital income, 1.0% for
social assistance and 0.6% for private transfers - like cash alimony or
child support). '

But, on the one hand, poor people can get substantial additional
paynents from Social assistance schemes if they have dependent children.
And, on the other hand, public regulation= enforcing the pavment of
private child support do exist in =ome countries, in conjunction with
some allovances ta which the custodian parent is entitled while child
support 1s not fully paid{or not at all} ; these mechanisms suggest to add
this kind of private cash transfers to the basic child benefits in order
to get a more comprehensive notion of public child support.

Because these two additional components are not. on average, very
large as compared to basic family benefits, and because they account for
zero for a large majority of households (more than 90% for Social
assistance, and almost all households for Private child support), we will
not build distinct new wvariables. but just one, which will be used as a
variant of basic child benefits. Hence., our HH_FAMIL wvariable is
ocbtained in just adding to HH_TRAH, both HH_WELFA (=tanding for HouseHold
WELFare) and HH PRITF (private transfers).

0f course. some other child supplements can be founded in other FACO
variables (e.g. war related benefits for orphans). but they are shrouded
in a =et of so many other items exhibiting no clear link with child
support, that we end up with the choice of not selecting them.

QOf course, none of these wariables {1.e. neither the PACO ones., nor
our own wariables) spares the usual cutting remarks®” that can ever be
addreszed to international definitions (heterogeneity. especially).

2. Earnings variables.

A= far as earnings are concerned. we use three wariables : at the
individual level., we pay attention only to the vouth's earnings
(I_EARNIN} : at the household level, we have. similarly, HH_EARNI ;. our
third wariable is HH EXCIU, i.e. the earnings of all HouseHold nemnbers,
EXCLUding the youth’s earnings. .

These three variables allow us to study, firstly, the age profile of
I_EARNIN f{howv the youth progressively or suddenly enters the labour
narket). Hext. we can compare the age profiles of family benefits and
household earnings"

3. Child cost variation.

Because the awvailable data do not allow to calculate child costs to
the household, we are unable to balance them against the various child
allowances received by househalds with dependent children : in other
terms. no attempt can be made here to measure the net cost of the youth
but, owing to the longitudinal nature of the data, we can evaluate,
assuming the constancy of child cost from one vyear to the next, the



variation of this net child-cost {the opposite of
WHNET TRAN=WHH_TRAN4+WI_ EARENI) : the wvariation of family benefits (an
usually negative variation as the vouth becomes one year older) is added.
algebraically, to the wariation in the possible earnings of the youth {(an
usually positive wvariation a= the youth ages). Similarly we define
WHET_FAMI, as the algebraic =um of WI_EARH]I {as above) and WH_FAHNI
(=WHH_TRAN as above, plus the algebraic wvariations of Social assistance
WHH _WELF and private transfers WHH_PRIT).

If one assumes that the household fully benefits of these earnings
{through direct sharing of vouth’'s income or through decrease of hissher
pocket money),., this algebraic sum mnay be interpreted as an indicator of
change with regard to the burden the family bears dus to the youth : if
the age pattern of this net wvariation departs from the horizontal line at
the zero level, it means that. at some age, the child earnings increment
does not exactly compensates the reduction in family benefits : a positive
value for WHET _TRAN will indicate a decreasing child cost, while a
negative value will of course mean an increasing child cost.

One should be tempted to interpret this change, if positive, as
indicating an over—reaction of wyouth's sarnings to benefits decrease,
resulting in an better standard of living for the whole family, and
reciprocally i1if the change is negative. But this interpretation, while
correct in terms of accounting (i.e. because the net result of the youth's
labour supply behaviour is indeed a change in the family standard of
living). might be challenged on two grounds : first, because means-tested
child benefits typically react (through benefitz reductions) to additional
child earning=s, the observed variation in the amount of benefits cannot be
interpreted as the family benefits reduction to which the vouth is
supposed to react (this reduction. purely due to age. may be less than the
final one) . second. because two confounding factors, closely linked to
age, act upon the wouth’s earnings @ a= the yvouth ages, hissher earnings
are pushed upwards because hesshe =starts his‘her working life and,
simultaneously but on a minor mode, they may incresse as a reaction to
family benefits reduction. Hence, it seems quite irrealistic to attribute
some measurable part of the youth’'s earnings increase to the decline in
family benefits.

Thus, instead of zreasoning in terms of young s reaction, we will
only focus on the financial consequences, for the fawily as a whole, of
these two simultanecous changes | decrease in family benefits, increase in
youth's earnings. In particulsar we will not try ito explain, through
regression techniques., the wyouth’s earnings by various factors among
wvhich the family benefits zreduction, both becausse of the reciprocal
causation resulting from the neans—-testing mechanism and because nf the
multicollinearity problem impeding to include simultaneously, as
covariates, the variable of interest (family benefits., in level form or in
variation form) and age dunmies.

But, as far as the earnings of the other members of the family are
concerned, does the same reasoning apply fully ? Indeed, the means-tested
nechanism plays the =ame role ; but, in contrast with the youth, the other
family members seem not being at a stage of their lif=e cycle where labour
supply should increase : hence, the interpretation in terms of reaction to
family benefits decreases looks like being less questionable.
Unfortunately, there are two arguments against such an interpretation : on
the one hand. among family membsrs, some people may be young adults too
on the other hand, the magnitude of family bensfits decrease may be too
small to isolate their own impact on labour supply, providing that other
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factors {as the last child entering the school, an event we do not control
for here) may have much larger effects on labour supply.

A=z a consequence, we will avoid reasoning in terms of young’'s or
other family members’ labour supply reactions to decreases in family
benefits. We will only observe the wvarious patterns of =ome income
components as the vouth ages (family benefits, his/her earnings, other
household menbers earnings), plot the net wvariation of child cost and
neasure the net consequences of all these changes on the family standard
of living, without any attempt of causal interpretation.

C. How, how can we implement the construction of age profiles
describing the patterns of variation in the levels of family benefits
and standard of_living as the grown-up ages 7

Ideally. these profiles should be chserved through panels following-
- up the individuals from age 15 to age 25 (at least). Then, we should use
some technique helping to cope with these thousands of individual profiles
{(gross average, age by age. or more sophisticated tools, like Principal
Components Analysis or Classification or Segmentation allowing to make
nore homogeneous sub—groups of individual trajectories).

To obtain enough cases at each age, we would need either a wvery
large—-=size panel, lasting 11 wyears {=numnber of waves reguired to obtain
profiles from age 15 to age 25) =0 that the numbers of the cohort of
youths aged 15 in the f{irst wave would been =sufficient for the analysis,
or a panel of more limited size but lasting nuch longer, =c that children
wvery young at the first wave, e.g9. 8 years old. could be followsed up to
their 25th anniversary {(i.e. 18 years later).

But, here, we obvicuzsly da not have enocugh waves, far each
national panel, to procesd this way : instead of the 11 waves (or more)
for each country, we only have B waves for Luxembourg., 7 for Germany. b
for France and 3 for the UK.

A=z a consequence, we are unsble to trace longitudinally, strictly
speaking, the changes in family transfers, occurring as the child is
aging . We are forced to choose an alternative solution : the year—to-
vear perspective. Through thi= kind of calculation., we capture - but not
izolate — the variations of family transfers associated to the fact that
this child is older (here. hesshe has one year more) ; but. a=s we explain
below, we must not interpret the whole time segquence (i.e. the set of
values of family benefits at each age) in & life-cycle perspective, ewven
if, from one pair of waves to the next, most of the individuals are the
Sane .

D. Call for caution in interpretation of the plots.

First of all, we need to stress that the age profiles we display on
cur plots are not built in a way allowing interpretations in terms of
evolutions through the life cycle of families : because we only pool two—
years transitions, sach national curve should not be understood a= the
average pattern of family benefits amounts =een as a function of time
rather, one should rather think of these curves a=z a succession of partly
unrelated points, each of them concerning a particular sample of
individuals (not without. of course, large overlaps among successive
samples)® .
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Second, one should stress that they are bivariate representations

of a multivariate phenomenon : the incrementation of the age of one
child in the family is not, of course, the sole possible cause of
variation 1in family benefits : other children age =imultanecusly, the

parents may work more or work less, and so on ; with possible consequences
on family benefits as well.

Even 1if causation goes, ondoubtly, from age to benefits., the
specific causal effect we are interested in {going from the fact the child
i2 becoming older, to the wvariation in benefits) is not clearly
distinguishable from the effect of other causes. We reduce this kind of
possible disturbances through limiting the analysis to so-called
« population without changes », and we hope that our calculations, done on
quite large numbers, will offer the opportunity of some compensation
between opposite outliers.

IITI . Results

The three questions we intend to address, as far as young adults
aged 15-25 still living at home are concerned are the following

#* for each country. what 1= the profile of family transfers as
these individuals age, as long as thesse indiwviduals belong to the
parental household ? More precisely, do these benefits steadily decrease
or do they experience a sharp decrease at some age threshold(s) ({which
onef{s) ?7) ¢

# for the wvarious countries, are these profiles similar (in

terms of levels and slopes) 7

* yhat are the conseguences of these family benefits patterns on
the household standard of living, ©providing that simultaneous
increases in labour supply (by the vouth himsherself or by the other
household members) may occur 7

The first two questiconz will be adressed through the same plots,
displaying at one and the same time the family benefits profiles for each
country. The third question will be answered in four steps : firstly. we
will show the patterns of youth’'s earnings, secondly the curve showing the
variation in child cost, thirdly the patterns of other family
members sarnings, and. finally, the consequences on the household standard
of living.

4. What is the profile of family transfers as a child ages from
15 to 25, providing he-sshe still belongs to his‘/her parental houseshold ?
dnd, for the various countries, are these profiles similar (in termns
of levels and =lops=s) ?

1. The plot of average HH_TRANS along age, by country (Figure 1),
exhibits, as expected., four i{rend decreasing curves. While France and
Luzenbourg start (at age 15) at a quite high level (’generous’ benefits).
UK and Germany start with benefits somewhat 2.5 to 3 times lower in
addition, as a logic inference because esach curve has to reach about zero
at some sage on the right side of the plot, the =lopes of the french and
luzembourgisch curves are steeper than the two others. But this plot shows
alsoc something more original., the pattern between the two age limits,
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country by country : in Luzembourg, benefits approzimatively decrease
along a straight line., while in France the decrease is stronger up to 20,
with very low and gquasi constant benefits beyond, i.e. at age 21 and
after. Approximatively the same conclusion holds for Germany but, due to a
mnuch less steep =lope from 15 to 20, the break at 21 is quite
imperceptible, as is the =light upwards orientation beyvond age 22. As far
az UK is concerned, the overall instability of the figures (at least
partly due to mnore limited numbers, a conseguence of the use of three
panel waves only) prevenis any spoiting of some break.

FIGURE 1 : Plot of HH TRANS*AGE. Symbol is value of COUNTRY.
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2. While the=e result=, in terms of benefits levels., may be called
into guestion because they rely highly on ezxchange rates, the results in
terms of age profiles., whatever the level, are more robust. Hence,
attention should be paid on slopes rather on intercepts. Another way to
prevent possible biases due to the conversion into ECHS consists in using.
instead of {financial amount=, their share as components of household
total income. The resulting picture (Figure 2) differs somevhat from the
preceding one | the curve for Luzembourg starts, this time, far below (and
not above as in figure 1) the french one and these two curves merge from
age 20 to 26. The German curve exhibits a bending profile, taking the form
of a flat U. And the UK curve shows some parallelism with the Luzxembourg
one.
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FIGURE 2 : Plot of TRASHARE*AGE. Symbol is value of COUNTRY.
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3. How the question is : do these conclusions hold if we nove to a

nore comprehensive notion of child benefits or to =ome sub-populations,
more homogensous in terms of financial dependency ?

If we =substitute, as child benefits wvariable, HH_FAMI to HH_TRAN
(the first wvariable adding welfare and alimony to the latter), the
picture (figure 3) is very similar., with the exception aof the UK curve,
=ti1ll unstable but pushed upwards allowing to the great magnitude, in the
UK, of what is classified by PACO as social assistance benefits.
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FIGURE 3 : Plot of HH FAMIL*AGE. Symbol is value of COUNTRY.
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4. A nore guestionable aspect is the way results depend of the sub-

population under study : 1if we restrict the analysis to dependent
individuals {(as defined above)}, the picture (figure 4) changes
dramatically as far as Luxembourg 1= concerned : the curve no longer

decreases=. and is remarkably flat at a high level., indicating that
Luzenbourg supports young adults as long a= they are dependent. in sharp
contrast with France, for instance, when the public support is clearly
trend decreasing. with some instability in the right-most part of the
curve, probably attributable to vanishing number of cases (97 ceses for
age 21 but &5, 43, 16 and 17 after).

FIGURE 4 : Plot of HH TRAMS*AGE. Symbol is value of COUNTRY.. .
{(dependent children only)
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B. The patterns of youth’'s earnings.

The =econd question to be answered through plots is about the
profile of the youth’ s earning=s as hes/she ages. Figure 5 shows curves
of course ascending, but ascending differently across countries : German
and British youths seem. on average, to start sarly, followed by
Luxenbourg young adulis and., lagging behind, by French, who, in additiom.
earn much less, at each age, than other people born in the same year as
them. And the gap between France and the other countries is widening in
absolute terms as the vouth ages.

FIGURE 5 : Plot of I_EARNIN*AGE. Symbol is value of COUNTRY.
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But, again. comparing the levels may be called into guestion
thus, if we turn to income share, the french curve fills the gap and.
after being under the others (up to 22 years). crosses them and ends far
higher than the three others. As a consequence the overall lesson is not
surprising : youth’'s earnings follow, in sach country a steady increasing
trend. The more interesting thing is that we can tell which part these
garnings represent at each age : something like 3% in addition for each
vear above 15 {(e.g. 21% at 22), with only slight differences across
countries.
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FIGURE 6 : Plot of I_ESHARE*AGE. Symbol is value of COUNTRY.
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Note that, if we restrict the population to the dependent children,
the earnings patterns are. as expected, no longer increasing. but rather
horizontal. But on this plot (not reproduced here due to space limitations
but available from the author) sone noticeable differences appear across
countries : as the esarnings profile in Luxembourg is permanently at a near
zero lewel, the German curve, while unstable at some ages, is clearly
higher than the cothers. with an average earnings amcounting to about 100
ECUS per momtih.

C. The wvariation in child cost.

At least on average, family benefits decreases, when compared with
young adult’s earnings increases. are of less and less imnportance.as the
youth becomes older. It follows that, with the exception of France for
ages below 19, the variation in child cost is always negative {and. hence,
UNET_TRAN is always positive, because the WNET _TRAN is the opposite of the
child cost wvariation). indicating that, for the family, the net child cost
is alleviating as the youth ages.

How, despite some instability wirtually associated to any difference
variable., figure 7 leads to comments like : the year-to-year variation of
the net child cost {(-WNET TRA=-WHH TRAN-WI_EARNI). while positive. doe=s
not follow the sams pattern across countries {(the increase in the young
adult’s earnings starts with an increasing overcompensation of the
decrease in child benefits ;| and, beyond some age., specific to esach
country, the overcompensation, while still playing, decreases in
magnitude) .

But the most interesting part of these curves is the left-half one
namely., up to, =ay, 20. benefits do change by substantial amounts,
allowing to interpret WHET_TRA as the balance betwesn beginning youth’s
earnings and family benefits reductions ; while, when these benefits
approach =zero, the only wvalid interpretation of UHET _TRA should be in
terms of I_EARNIN profile : WNET _TRA decreases as the youth’s earnings
curve goes past an inflexion point. With this linitation in mind, one
should comment this way : from 16 to 19, the overcompensation is clear and
increasing for Germany, Luxembourg and UK, while about nonexistent for
France. This result will hold whatever the exchange rates used for the
conversion in ECUS.
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Figure 7 : Year-to-year variation of the opposite of the net child
cost {in 1995 ECUS per month)

Plot of WHET_TRA*AGE. Symbol is value of COUNTRY.
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D. Patterns of other family nembers earnings.

The next question to be answered through plots is about the profile
of the household labour supply as the wyvouth ages. Figure 2 shows how,
from ones pansl wave to the next, the housshold labour supply - szcluding
youth’s one - wvaries (here., labour supply is approzimated through monthly
earnings). The conclusion is that the labour =upply of other family
members does not wvary according to the same time schedule in the four
countries : in France, the trend is clearly decreasing beyond 17, while in
Luzembourg, the trend is approximatively horizontal, at least up to 22
{and then decreasing) ;. the German curve is characterized by an increase
from 16 to 17, a clear stability up to 21 and then a decrease, as if the
other family members worksd a lot more as the youth is unable to gst, by
him/herself, earning= high enough® .
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FIGURE 8 : Plot of HH EXCLU*AGE. Symbol is wvalue of COUNTRY.
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Anyway., the plot of the corresponding income share (figure 9) shows
that the three curves decrease together., following a not =o wide channel,
decreasing by 2% per additicnal year up to 20 {from about 804 for 15 to
about 70% at 20) and, then, decreasing at the =ame pace for Germany
{reaching 54X at age 26) but more rapidly. by something like 4% per year.
for Luzembourg and France {(reaching 47% at age 26).

FIGURE 9 :Plot of EXCSHARE*AGE. Symbol is value of COUNTRY.
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If we restrict the population to the dependent children. we expect
curves mnore upwards—oriented, or at least not decreasing. It is true for
France (figure 10) and for Luzembourg. But, while the UK curve should not
be interpreted beyond 17 {due to insufficient number=s), the German curve
decreases from 16 to 20 {(why?} and. then. increases up to 23, decreasing
again beyond 23.

FIGURE 10 : Plot of HH EXCLU*AGE. Symbol is value of COUNTRY.
(dependent children only)
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Here., we do not assume any cau=zal link between these earnings
profiles and the age pattern of family benefits. But whatewver the possible
relationships between these benefits, the yvouth’'s earnings and the other
nenbers earnings, the diffsrent ways these key variables change have
direct effects on the household standsard of living. The following plot
throws some light on thi= question.

E. Consequences on the household standard of living.

If one makes the assumption that the housshold does not share 1ts
resources with other people (e.g. student sonssdaughters, living
elsevhere). one may wander about the consequences, on  the houseshold
standard of living, of these decressing child benefits trends. But ths
result depends, by construction, on the trend of other components of
household income and on the trend of family composition. Mainly dus to
very different trends in total housshold income. the standsrd of liwving
curves displayed by figure 11 look like very different among countries
in absolute terms= (ECUS) or in growth rate term=, France is characterized
by a wery slov increase in standard of living, as compared with the three
other countries. German and Luxembourg curwves increase sharply up to age
21. and then approzimatively stabilize. For UK, the slops becomes suddenly
steep from age 20 to age 22.
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FIGURE 11 : Plot of NDV*AGE. Symbol is value of COUNTRY.
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Calculations not reproduced here demonstrate that this conclusion

holds with classical calculation of standard of living (i.e.

divided by OXFORD equivalence =cale) as with per capita income.

total income

adnd if the snalysis is restricted to dependent children, though one
may expect some decreases in the standard of living because the children
are not working, such decreases rarely ococur in fact {(figure 12). In the
french case, the standard of living for these families is remarkably

s=table, around 730 ECUS/month.

FIGURE 12 : Plot of NDV*AGE.

Symbol is wvalue of COUNTRY.
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Consequently, the evidence does not favor the hypothesis of

declining standard of living among families with voung adults

contrary is true. Hevertheless,
=light increases.

the
the french situation lie=s apart, with

very
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IV. Conclusion.

In sum. the tentative evidence 1is that, within the stable part
{demographically speaking) of the population of households with young
adults, the role played by family bensefits as an income component varies
to a large extent across countries and along age {of the youth). The
relatively minor share” taken by family benefits (and the like) into the
total household income low {less than 5% in evervy country above age 20)
weakens, paradoxically., the negative impact of their decrease as the
children become young adult still leaving at parental home. Moreover, the
increasing earnings of the youth as he ages, overcompensate, on average.
the decrease in family benefits, thus alleviating the financial net child
cost the parents bear (if one assume that this new money is shared by the
yvouth with hissher family).

What we cannot firmly assess is whether the housshold standard of
living increases or decreases as the young adult becomes clder while =till
staying at parental home. The tentative evidence is that it increases,
either slightly a= in France. or more rapidly as in Germany or
Luxenbourg ; but we are not sure that our data fully take into account the
possible financial burden the parents have to face in order to feed their
children living apart {(students for example) . we know that, in the
Lorraine Panel case. these expenses are at least partially taken into
account through the inclusion, among the members of the household, of most
of the students returning to their parents’ home every week—-end ;| but we
are not aware if the other panels procesd this way.

Further research should trv to push back the bounds of a too global
approach. The hypothesis to be tested is that, while some fanilies with
young adults working are better and better off as the vouth becomes older,
some other families have to cope with high child costs (e.g. payving for
high education or feesding and housing their unemployed children) but
cannot afford easily because., at the same time, fanily benefits collapse
and yvouth have not yet any firm income. The research guestion is : who are
these families ? What are the numbers ? What is, for those families, the
role played by family benefits and welfare ? How things could be changed ?
4 close look at the family composition {(iz there vyoung children 7 is the
youth the youngest son-sdaughter ? how many children are still at school 7}
may give useful insights and lead to subdivide the population according to
these criteria. for separate analyses : at least if the resulting numbers
will be high enough to support robust analyses. Another research avenus.
in this spirit. will be ito subdivide the population of each country
according to income deciles (or guartiles, to keep enough cases). to merge
by income decile and then to contrast the patterns (of family benefits,
earnings, standard aof living) obtained for each quantile.

But =ome important limitations of our analysis would not be got
over, dus to data limitations : as we stressed above, wvariables like
private transfers to children living apart are not available for all
countries and each panel wave | as we lack., in PACO, of reliable wariables
for income tax, allowing to take into account tax rebates mechanisms (like
the french ‘'guotient familial®) which mnavy play an important role in
helping some families with young adults living at homne.
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The policy implications of the paper might be as follows : given
that one mnay assume that in every country the parents are prepared to
help, as far as they can. their aging children without any rigid age
threshold (corresponding to radical cuts in financial help), a national
policy sustaining firmly voung adults instead of cutting benefits
dramatically at some age. is debatable : should one try to achieve. other
thingz being equal. mnore equity among families with-/without children,
smoother life-cycle income flows among parents, and. perhaps, mnore
schooling vyears at academic level for +the wvoung adults 7 In  that
perspective, documenting the role of family benefits in standard of living
variations is useful. Or should one consider, with many economists, that
parents are rational and, hence, that they have fully anticipated, at the
beginning., the happines=z due to a= well a= the costs of children ;| for
DH/FL/8/FF of public spending has, obviously, alternative uses.

2636 IR
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ANNEX & : SAMPLES SIZES

We describe below the sizes of the samnples we obtained through the
application of our definition of « young adults » to pairs of consecutive
panel waves. At this stage, people aged 14 or 26 are included. After each
table., we indicate how many people will be dropped dus to further
restrictions | extreme values for some variables., weights egqual to zero,
too limited numbers founded in some age classes {14 and 26).

FRANCE {1985-90)

Panel wave t Youths in wave t Youths in waves t & t+1
1985 569 421

1986 e 1391 1092

1987 1353 1120

1988 1292 1105

1989 1285 1084

1990 - 1307

198% 4822

Lo

19390

Among these 4,822 indiwviduals, none will be dropped due to extreme wvalues
for some wvariables, none due to null weights, 39 individuals aged 14 {too
few as compared with their elder=s)., 81 individuals aged 26. After
restriction to the « stable case= » (see text for definition). 4.544
individuals are finally selected for inclusion in analysis.

GERMANY {1984-90)

Panel wave t  Youths in wave t  Youths in waves t & t+1

1984 2464 l 1974

1985 2289 1919

1986 2192 1859

1987 12136 1794

1988 (1984 1629

1989 - (1853 1525

1990 11733

1984 | 10700
to

1990

Among these 10,700 individuals, 11 will be dropped dus to extreme values
for some wvariables, none due to null weights, none because they are 14
years old (the file prepared for use in SAS contained no such individual},
283 individuals aged 26. After restriction to the « stable cases » (=ses
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text for definition)., 9.932 individuals are finally selected for inclusion
in analysis.

LUXEMBOURG (1985-92)

Panel wave t  Youths in wave t  Youths in waves t & t+1
1985 1263 ) 986
1986 1067 841
1387 917 730
1988 814 682
1989 763 621
1990 1726 592
1931 735 644
1992 715
1985 . |5096
to
1992

Among these §,096 individuals, none will be dropped due to extreme values
for =some wvariables, 123 due to null weights, none because they are 14
years old (the file prepared for use in SAS caontained na such individual)l,
285 individuals aged 26. After restriction to the « stable cases » (see
text for definition), 4,522 individuals are finally selected for inclusion
in analysis.

UK (1991-92)

Panel wave t Youths in wave t Youths in waves t & t+1
1991 11408 r 10586
1992 1349 1032
1993 1334 ;

1991 ' ’ 2088

to
1993

Anong these 2,088 individuals., 7 will be dropped due to extreme values for
some wariables, 56 due to null weights, 22 individuals aged 14 (because
they are tooc few as compared with their elders, 313 at age 15, for
exanple)., 36 individuals aged 26. After restriction to the « stable
cases » (ses text for definition). 1,750 individuals are finally selected
for inclusion in analysis.

411 in all, for the four countries, 20.748 cases will be used in the
analyses (all being 15-25 years old).

I3 I IR
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ANNEX B :CONSTRUCTION of VARIABLES

The « Family benefits » wvarisble { _==033 in the PACO database)
includes child allowances., benefits for motherless and fatherless child
and, finally, education allowances. We have added « Orphan pensions »

{from the old age pension system : _xxl25), « Maternity benefits »(_=x=034,
including prenatal, child birth and post-natal allowances, but benefits
for assistance -like bsby sitters— too). « Government cash transferts for

education {(_x=035, including allocation at reopening of the school vyear,
scholarships, state grants for higher education and retraining grants from
labour office) and « Other itransiers » {_=x=047, including, according to
PACO documentation —op.cit. page B.3-25- « transfers which are ungqualified
or canhot be allocated to the previous listed transfer income sources,
e.g. benefits for parents wvhen they stay at home because of ill children,
marriage grants, death grants »}. The sum of these components accruing to
the household is called HH_TRANS in our analyses {standing for HousesHold
family TRAHSfers).

Because poor people can get substantial additiocnal payments from
Social assistance schemes if they have dependent children., we have built
the HH_WELFA wvariasble (for HouseHold Welfare benefits) by summing three

income sources @ firstly, « Social assistance »» ; this PACO wvariable
{_==037) covers fixed monthly paymenis 1o guaraniee sufficient income
sources ;| all payments are means—-tested ;| it includes also special

assistance for one parent families (if means-tested). assistance to cover
individual needs in difficult situations through grant of allovances (e.g.
illness, care or particular =ocial difficulties) ;| =econd, « Additional
soclal assistance ». {_=xx038), means-tested benefits but apericdic and
single payments for heating, clothes, household and urgent needs (e.g9.
foodstamps, heating allowances., =ingle grants from welfare associations)
thirdly, <« Unemployment assistance {_=x=039, a wariable including only
neans—-tested unemployment benefits). The HH WELFA wariable is used as a
component of an alternative definition of public child support, HH_FAMI
{this wariable will play the role of a wvariant].

The other component of HH_FAMI i= HH_PRITF (standing for HouseHold
PRIvate TransFers). In terms of PACO wariables, HH_PRITF (=_=z=042)
includes « Cash alimony or Child Support » {_x=043) and « Received private
cash inter-housshold transfers » {_==044). The first wvarisble includes
support from a divorced partner who has to pay for his former spouse and
his children, support from father for illegitimate children and support
from state system for those awaiting alimany or child support for spouse.
The latter wvariable includes those private cash transfers received from
parents in lawv and children, from friends and neighbours and from other
individuals, as well as one-time support from divorced spouses.

0f course, some child supplemsnts can be founded in other PACO
variables. but., because we were unable to pick up these elements among
others (due to composite PACO wvariables) we do not use the additional
alternative to HH_TRAN and HH_FAMI we create, called HH _OTHTF (standing
for HouseHold OTHer Transfers}). It would have include many PACO wariasbles
in which =ome items are child related : « Unemployment benefits from
insurance » {(_xx028), « Sickness cash benefits (_=z=029). « Emnplovment
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injuries/occupational diseases benefits » {_=x030, including benefits for
injured workers., but also benefits for surviving spouses and orphans),
« Invalidity benefits » (_=x031), « War related benefits » {_=zx032,
including also benefits for survivors)., « Other income dependant
benefits » (_x=x040, benefits paid to low-income households, e.g. housing
benefits), « Transiers for handicapped » {_=xx046, including supplementary
allowances for handicapped children and adults - transfers for persons
receiving care or care-givers). and « Annuities from insurance » (_xx=048).

Finally. as far as earnings are concerned, we use three variables
at the individual level, we pay attention only to the vouth’s earnings
(I_EARNIN, sum of total wages and salaries, plus in kind salarvy plus self-
employment income (PACC wvariables _=x001, _==007 and _==008} ; at the
household level. adding the same components results in HH_EARNI ;. our
third wvariable is HH EXCLU, i.e. the earnings of all HouseHold members,
E¥CLUding the vouth’'s earnings (hence HH_EXCLU=HH_EARNI-I_EARNIN).

363636 36 63



27

ANNEX C Descriptive statistics.

These descriptive statistics concern mainly either demographic variables
or financial amounts expressed in 1985 ECUS. The four countries are included in
this pooled file (built on the basis of all pairs of successive waves).

The population concerned here is the so-called « population without
changes » (see text for definition), as opposed to the whole population.

All data are weighted.

Variable N Mean Std Dev Minimum Maximum
N_HEMEMB 20748 4.1692768 1.2601413 2.90000000 15.0000000
HH _TRANS 20748 114.7351316 181.493865¢6 0 2228.50
HH WELFA 20748 11.8333940 78.2805984 0 1911.05
HH PENSI 20748 82.8243307 314.3252753 0 10835.86
HH _OTHTF 20748 75.4260983 264.0883051 0 14371.78
HH _PRITF 20748 12.5777257 109.6950099 0 4391.27
HH CAPIT 20748 94.2108134 465.0093644 0 15425.14
HH_EARNI 20748 2797.26 2012.54 0 20939.82
I_EARNIN 20748 368.1609786 554.8303964 0 4581.29
HH_EXCLU 20748 2429.09 1897.88 0 20601.37
HH FAMIL 20748 139.1462533 230.7163359 0 4987.05
RTOT 20748 31%8.86 2068.06 0 25772.27%
NDV 20748 1162.30 756.0651795 0 14048.75
RPERCAP 2074¢ 796.3824106 534.7933248 Q 11941.43
VHH _WHOU 18716 3.5426518 35.6409409 -215.0000000 225.0000000
WHH_EXCL 20748 ~38.2036212 1279.94 -24047.69 12154.54
WNET 20748 57.8499225 385.7419368 -4609.80 4579.79
I_ESHARE 20203 0.1226904 0.1864633 0 1.0000000
HH ESHAR 20203 0.8230742 0.2556762 0 1.0000000
TRASHARE 20203 0.0604430 0.1267568 0 1.0000000
WELSHARE 20203 0.0097343 0.0692982 0 1.0000000
PRISHARE 20203 0.0060596 0.0474929 0 1.0000000
FAMSHARE 20203 0.0762369 0.1556867 0 1.0000000
PENSHARE 20203 0.0341537 0.1278430 0 1.0000000
CRPSHARE 20203 0.026837% 0.09038423 o] 1.0000000
OTHSHARE 20203 0.0396973 0.12569%61 0 1.0000000
EXCSHARE 20203 0.7003838 1.2974099 0 1.0000000
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'NOTES :

' The author acknowledges Bruno JEANDIDIER for helpful advice in defining the population to be studied and in
selecting the right vaniables in the PACO database; he is also grateful 1o Jean-Luc KOP and Thierry FIERVILLE for
careful data preparation with SPSS (extraction from PACO files, multiple checks and documented corrections,
conversion in ASCII format easily readable by SAS). Finally, the author expresses thanks to Béatrice WANERT
MAGNON-PUIJO for some help in english terminology. Nevertheless, the usual disclaimer applies - the author remains
responsible of any error, especially in manipulating the raw data with SAS, in order to build the transitions files and the
pooled file.

? For references, see ] BRADSHAW, J.DITCH, H.HOLMES, P.WHITEFORD (1993), pp. 2-4 and pp. 97-101, and
J.C. BARBIER (1995), page 102.

’  As far as young adults are concerned, one should not concentrate, as we do here, only on people still leaving at
home : the analysis should be extended to young adulis living apart (and, thus, considered by the statistician as
heading their own household or belonging to some kind of coffective household) while sustained by a substantial
financial aid from their parents (students, young couples unemployed). Namely, there is no clear frontier, in terms of
economic dependency, between these two situations. In the later case, the administrative records are useful to get an
idea about some social benefits paid to young adults (as the housing benefits in the french case) but these records are
not a reliable source of information to measure the real financial and in-kind private transfers between the families and
their children away from home.

* For instance, the french Social Indicators book (« Données Sociales », published by INSEE) indicates that, in France,
among young adults (20-24 years old), about 50% of the female and 60% of the male do live with their parents (as
contrasted with, respectively, 38% and 51% in 1982). As far as people aged 25-29 are concerned, these percentages are
still high : 13% and 26% nowadays, as compared with 8% and 18% in 1982.

° As far as we know, the evidence does not come, at least in the french case, from panels but relies mainly on cross-
sectional surveys (some of them, like the 1993 INED-CNAF Survey « Passage a4 I’dge adulte », collecting cross
sectional but also retrospective information about the vouth period).

¢ LAMROUNI (1995) exhibits (p.13) a plot of age versus the percentage of young people receiving some family (or
housing) benefits (‘taux de couverture des jeunes par les prestations familiales™) ; and she presents the evolution, along
the age of the child (from 16 to 24), of the average contribution of family benefits to the standard of living of his/her
family (table 9, ibidem, p.17) ; but the calculations include both categories of young people : those living with their
parents -as we do- and those living apart ;, this results in a maximum at 20, because, at this age, the young adult
frequently lives alone, and, hence, the amount of allowances is divided by 1, while it is dmded for instance, by 2.7 if
he/she is still living with his/her parents and one brother/sister).

7 In fact, we are not able to measure labour supply, but only hours worked and earnings.

¥ Gaston SCHABER , Giinther SCHMAUS. The PACO Project. User Manual. First Version. CEPS/INSTEAD. Dec.
1995.

® The list of problems (and documented solutions) established by Jean-Luc KOP and Thierry FIER VILLE in preparing
the SPSS files for this analysis is impressive. And some additional source of worries may be added : why, for example,
do we find 117 observations « not concerned » (coded -2) for the variable WEIGHT in the Luxembourg 1991 wave,
and no such value for the 7 other years (except 1988 : 1 such value) ? Careful checks of the distributions of each
variable, country by country, year by year, shows curious things like a maximum value for WEIGHT equal to 14.13
(Luxembourg, 1991), followed by 4.88, 3.8, 2.77, and so on), or like youth’s earnings equal, on a monthly basis, to
99,999 DM/month in 1986 (that guy founded a very good job!), or even to 25,167 DM/month (1985) while the
following values are 8033, 5758, 5328, etc. And, similarly, some young British appear to earn a lot : some of them look
like earning (in 1992) 3750 £/month. It is unclear if these figures are true errors or just reliable outliers. But these
extreme figures (which, it should be noticed, contaminate other variables by inflating, e.g., household total earnings, a
variable obtained through aggregation of earnings of alt household members) bias considerably some correlations and
regressions, as we verify. In the absence of reliable information allowing to correct these likely exaggerated figures, the
only possible solution was to delete the (few) corresponding observations.

' Strictly speaking, we should not refer to the french data as « France », because the household panel was a pilot one,
implemented in only one of the 22 french administrative regions.

"' Hungary, though planned for inclusion in this study, was not included, mainly because of the lack, in the PACO
macroeconomic database (associated to the microdata panel database), of relevant information about the forint exchange
rate in ECUS and about the consumer price index. Unfortunately, these figures were also unavailable in the OECD
documentation we used to complete PACO figures.

2 See SCHABER & SCHMAUS, op.cit,, page B.3-12. Note that worked hours are expressed as annual average of
hours worked per week, not per month as aH financial amounts are.

' We have used the m25 series of the macro-economic indicators PACO database (consumer price index, source :
OECD) to convert nominal amounts into deflated ones. Unfortunately, that database does not include the 1992 and
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1993 values of the m25 series, whilst the Luxembourg panel waves included in the PACO database cover the 1992
wave and the UK panel waves available in PACO include the 1992 wave and, moreover, the 1993 wave.
Using the January 1996 issue of the OECD Main Economic Indicators series, we have tried to supplement the PACO
data and, in addition, we have collected information allowing us to transpose the financial amounts from the 1985 base
of the PACO index m25 to 1995 values. _
" We use the m31 series of the macro-economic indicators PACO database : exchange rate, average value of period,
source EUROSTAT. See SCHABER & SCHMAUS, op.cit., page E.2-4.. The missing value for the UK, year 1993, was
supplemented by a value derived from the average annual exchange rates displayed by the January 1996 issue of the
OECD Main Economic Indicators series. Note that, unfortunately, the PACO series does not include Hungarian
currency (forint) ; for that reason, we were constrained to exclude Hungary, although we initially build the files for it
(waves 1992, 1993,1994). .

It would be great if the series of the macro-economic indicators PACO database were updated in line with the
inclusion of new panel waves in the main PACO database !
> As input for weighting, we use, for Luxembourg, Germany and UK, the variable WEIGHT given by the PACO
database. For Lorraine, because this information is not provided at the moment, we decided to correct for sampling (by
using the inverse of the household’s size), not for attrition. For the four countries, we choose arbitrarily the value of
the weight for the second year of each couple of years. But what is more important is the question of the need for
some weights’harmonization : namely, the values for the WEIGHT variable are characterized by very different ranges
across countries : for Germany, the average is 3,853.76 (minimum=70.75, maximum=38,366), while weights are much
lower in other countries (from 0.077 to .5 in Lorraine with an average of 226 ; from 0 to 14.13 in Luxembourg,
averaging to .888 ; and from 0 to 2.5 in the UK, with a mean value equal to 1.0215). Were these national weights not
harmonized, the results for the four countries would not very far for results for Germany alone ! Consequently we
decided to make some adjustment : we just divide each national set of weights by the national mean (as calculated on
the sample used in further statistical analysis, i.e. excluding a limited number of observations - due to outliers and to
errors- and observations with null or non available weights). On the other hand, we did not make any attempt to
standardize the dispersions of the national weights.
From a different point of view, one would be tempted to under-weight considerably, in the four-countries file, the
Luxembourg cases, in order to allow for the large difference in the respective sizes of the various countries. But one
should remember that the aim of the study is not to build a sample representative of (a large part of) Europe : the focus
is on a comparison of various national family policies, whatever the size of the countries : hence, each national system
should be studied on an egalitarian basis.
It should be noted, finally, that, for Luxembourg and UK, there are a lot of zeroes in the weights (for Luxembourg, just
a few from 1985 to 1991 but, surprisingly, 114.in 1992, while only 141in 1991 ; for UK, 77 in 1991, 67 in 1992 and none
in 1993). The existence of these zeroes is not, per se, worrying (cach panel has its own rules for interviewing and
weighting non-panel members ; but why do these figures vary so much ?). Anyway, these zeroes imposed us a choice
between calculating the mean with or without these null values ; arbitrarily we choose to exclude them, but, as we
verify, the mean is not very sensitive to this choice.
In addition to these problems, detected wave by wa re founded some longitudinal (i.e. from one wave to the next)
inconsistencies : the Luxembourg files extibit 14 mdmdual cases which obviously need some checks for possible
demographic inconsistencies : birth year or birth month varying across waves for the same individual (as defined by its
personal identification number), sex varying in quite large proportions (19 year-to-year changes, concerning 13
different youths). This last kind of change is less frequent in the UK (just one case) but the former happens in 10 cases,
mainly for birth months. The observations corresponding to these possible anomalies were not deleted because the
corresponding variables do not enter, in difference form, our calculations ; but a reliable use of the PACO data clearly
requires additional longitudinal checks.
' If « babies » (i.e. children from 0 up to 12 months), « toddlers » (they start walking : thev are 1 or 2 years old), and
«young children » (3 up to 12 or 13 years old) are clearly excluded from our study, it is not easy, on the other hand, to
find adequate termes to cover the 14-26 range we choose to analyse. Should we prefer « Teenagers » (from 12 or 13
years old up to 17-18), or « Grown-up sons/daughters » {e.g. students still living with their parents) or « The youth » or
« the youths » or «the youngsters » (younger than the youths) ? Finally, we choose to use the « young adults »
expression, whilst it rather designates people entering the labor force. At least, as far as we know...
17 At least in France, it is common to use these age brackets (e.g. in calculations of the unemployment rate by age
class). Integrating 14 years old children in the study will give a starting point, for children who are obviously not
« young adults », but the files we obtained for our SAS calculations do not include normal numbers of children aged
14 (none for Germany and Luxembourg, and a disproportionnately low number of cases for France and UK). Thus,
we dropped individuals aged 14.
' In the SPSSX files for Germany and Luxembourg created from the original PACO files, we did not founded any
case of mdividual aged 14.
' While for most cases « child » means biological child of the head of household (named RP, for Reference Person)
and/or his/her spouse, some other categories are included under this term : son or daughter of cohabitee (variable



31

Pxx205=4, a value corresponding to the main case 00}, foster child of RP or spouse or cohabitee (code=5), son-in-law
or daughter-in-law of RP or spouse or cohabitee (code=6). If Pxx205 was missing, the observation was excluded.
2 In fact, we probably do not exclude all the cases corresponding to young adults living apart but highly financially
dependent of their parents - 2 good news because it allows not to over-estimate the standard of living of these families.
The reason for such a Likely inclusion is the following : when they are surveyed, mothers of these young adults are
frequently willing, at least according to Lorraine panel interviewers, to declare them as family members because they
frequently come back home (every weekend and for holidays). But this practice is unfortunately not documented at all, as
far as we know.
21 Note that the household size may be constant from one wave to the next while the family composition has changed
n a way affecting family benefits : for mstance, a young adult (different from the one we are following) may have
leave parental home while a birth to the family happens.
* One should take notice that we keep in our sample individuals belonging to household whose identification number has
changed as well as cases for which the marital status of either the voung adult or the household head or his/her spouse has
changed.
% The « retired » status - a funny situation for people aged 15-25 - concerns one hundred cases, arising questions about
data quality or about the data selection process prior to SAS treatments. Note that we tried another set of nested sub-
populations, characterized by their assumed increasing degree of financial dependency : instead of relying only on the
youth’s individual status variable, we combined it with the earnings variable. This combination allowed us to exclude first -
individuals whose ZI_STATU in wave t, or I STATUS in wave t+1, was « Working » and whose eamings (in wave t or in
wave t+1) exceed 1000 ECUS/month ; thus, we get a smaller sub-population, corresponding to a more restrictive
acception of youth dependency. If we go further and exclude all youths (about 40% of the whole sample) whose status in
wave t or wave t+1 is « Working »*, whatever their earnings, we obtain an even more limited sample. After that, we
restricted again our population, limiting it to the truly dependent, defined as in the text. But, due to space limitations, we
choose to present here only some results, those corresponding to the sub-populations as defined in the text.
* As indicated in SCHABER and SCHMAUS (op.cit. page B.3-38), the Pxx316 PACO variable (« Employment Status by
Year ») is created for Germany and UK by using biographical information collected with retrospective questions, while,
for other countries, this variable is created by using all available waves with data .
¥ op.cit. p.47.
% The averaged shares are calculated over all households, not at aggregate level (as it would be if one have made, for
instance, the sum of pensions divided by theum of household incomes). It explains why the summed averaged shares do
not equal 0. :
7 A close look to the share of each income component, country by country, reveals that some income components are,
on average, much more important there than elsewhere. For instance, pensions in Luxembourg take a so large part in
household income, as compared with France, Germany or UK, that we may wonder if this gap does reflect a real
difference in economic structures (a specific pensions system) or should be attributed to problems in the correspondance
between the international nomenclature used in PACO and the income items in Luxembourg.
% A negative correlation between child benefits and eamnings will be interpreted either in terms of means-tested
mechanism or in terms of reaction of family members’ labour supply to decreasing child benefits.
¥ Have we had the opporturnity to follow, i each country a cohort of numerous youths, fiom 15 to 25, without a too
large attrition effect, we had been still unable to separate life cycle effects from the historical determinants. To isolate
age effects, historical (=cohort) effects, country effects and the effects of personal characteristics, one would need to
follow, in each country, on 11 annual waves times C cohorts, large numbers of individuals - a quite costly and lengthy
data collection, beyond our current possibilities, especially if the European household panel stops after three waves.
* The UK curve displays, between 18 and 22, a curious U shape, difficult to interpret.
' We have calculated the share taken, in household total income, by child transfers (TRANSHAR) as by, respectively,
youth’s earnings, eamnings of other household members and various other income components (private transfers
received, capital income, welfare, pensions). These calculations have been done at each age, country by country. We
cannot reproduce here the 6 corresponding plots, due {o space limitations. Let us indicate that these plots especially
show : ‘

* the growing importance of pensions in Luxembourg, faster and far above the other countries shares

* the special « roof profile » of the « Other transfers » category share in France, with a peak at 21 years, while, for the
other countries, the curves are quite flat (and at a lower level)

* the steeply decreasing but high-located british curve of the Welfare share

* as far as the share of the youth’s earnings is concemed, this plot shows four quasi-straight lines (one for each
country) starting from about 0 at 16 years and reaching between 25% and 30% around 25 years.
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