2L, BEECBVWTEEEOAHETIHARBRENES T Z M2 5D 254811 2004
FETILETEMUIE T 16%. [HEMHE T 17%I2 & & %> TW 5 (Schrdder, 2005 : 4-7), 2
THNND5 T, BUANRERICBNTIEIBEEI0EHET 2HARREOERNES T
ANERBATOMOBERICHNTHASNTETCVIENH 5,

DRZBnTiE, 8RB, EREBEVCEERRICBNWTERIN-EEELICD
WTHRETT 5.

W)ES R

FRRBROINEE U TEGER) D 5 OB GEF#H B (Bundeszuschuss))i BB 1r5) %
Ho T3, 2010 FF TIHESRBEAD [ —MR 72 H I ) (Allgemeiner Bundeszuschuss)
399 B1—0&2oTHY, FLRBOWNARED 16.3%% HD TN B2, {78k
B DI, HEAMIC, T2 02 B O UE SRR O LI U T e
AIENTWa, ZAUTKD. EROEEIBERBRE ORBRBEHEOLE(LE SR ESDRET
BETHHA LR TNS,

FRERITEL TR, 20 T—RAETHEB ISR, HEMYIRERH (Zusitzlicher
Bundeszuschuss)] 2T T2, NEMEIREAHB 13 1998 EICBAINAEHOT
B5. TOEME, YEOESFREIEQ3%NEL ERTS I E28IT2 28 10H o7,

REANE7ER ) (BB AT, 1998 £ 4 B ICAIMEMBIZE 15%0 5 16%I25]=
b3 ZEick 0 EsNERBBROBRICE D EDNZ, DEMKAEEREY ) omEit,
2000 FELARE, MIMBERNOZILICHBEC THEST N TN S,

S BT, 2000 £ 15 V3. BREEIRFE R 7o BERICRIE 12 & 2 EEFREF B O BN (B2 8584 (Okosteuer))
ERNWT, Z0 HEMERERER O ERENMTOND &>, 20O LRE
(Erhdhungsbetrag)ld, 2004 {ELIE, #HAE—AHZDD 7O AELOHN G U THE
ENTNVS,

ERE2EO HDEMAZERE 1. 2010 ETIZ 191 B1—néoTh0. £4
RERDOPNARED 7.8%% HDH TN B2, ZOFRER, 2010 EDESEBICKTT 2 EBHEIIT
ERETH0RBI-—DERo>THD, ELRBONARED 24.1%% HDTNS(E 3),

WEOERBMENT, FRRBEOBIER L OEBEME O X 5 A O —EGErE) & aiHd
L2HDTIERL, FIEBEIEEEEFOLO TRV, L2 T, BEEMBNTbhbhns
ZERZRD, ST RBEE E 2T 5N & OBIEENTE £ 2D Tidrzia,

ERBRA OHBNC LT, ERHENIER O B Z - Tl 5 (Bundesregierung, 2004 :
571) TDOHED—DId, ERRBRVEFRN - 2N BBRERLITHND 5 T F 0%
FETEDIEICTHIETH D, NOEMRETHES GHOBINEBREREDOAICE
ODELOTIRLS, ERHZOEHEBYNCHET 27D EHHY ZHET 2 2 L.
ZOEDREMB>IbDENZE S, T2, ZOXIRETHETFY 2Lk, £
BB HEF R ZGEOBELEEZBT S ZENTES, EREMOLS —DODEMY
W ASRIZRBE THOIN A RE TRV OZDITESRBRNEHEL TWAE R 28T

21 DRV (2011 : 228) 12k %,
22 [A]dif,

—117—



NHETBHIEEINTNS,

EE OB O 2003 £ TIL 539 B1—OTH B, 2770, ZOMEICRERT R
IR U CEF A U7 R OB B1—mZEMA S &, REIL T8I &R
%, ZOMRBEERIRO TREBIZRUERWERMN] EHBLTASLERODIIRERERS,
MREIZIZ U WA 2 1995 I R VESRBRHEFERENED L EEOHFTES X
7ZHEEW03, EHEBOBIIZ DO OZHOEGTIOE1—0)% ko> TWws, UL,
MRBRICRC RV 2HEMFKEREOLDICXVEHICE S Z-BEITE. ik
BIOEIZF D0 DFH(B50~700 HE1—0)2KkEL FRI->TW5,

(2)E LR B

EFEERICB VT, BHEORARRIE TEERFEEICH L TORMTONTER
2T ERholz, LD, 2004 0 SIEEERBEANOBEHEOHRANAKBIIZITHNS Z
LWz, Thabb, MRBRICEUERWGR] ODORRSEOHER/MET 520
I, 2 IBOEIE BT K 2EBOBIN £ EICERRBAOERHY M THhND Z &
Iiro 7. T 0%, T OEEBHYOBENTHN 2, MM OB 2010 £ T 118 1
—OEXN, FOBIF1IETEICI5ELI—OTD, BE 14081 —0ICETHE RT3
LEINTWVDS, 2B, 2010EIIE TV —<>avy] KL340  REBEENDES
U7 A QARG LT, BRRRERMH G B1—)afTbi/zzd,. INEmA
TZEAMBOMEIL 1571 —0&o TS, WTHNIZLTH., ZOERHBOET. &
MREZBENEE LRI UEBRVWER OBEUS0EL—0)2KE<S FE> T,

(3)F bR

FBEARBIIR LTI, 3k, ERICKORFHENMTONTE R, LrL. 2006 FDOK
BN BHERE R ICE BMEZ R T 25U X MERE - #4RB(CDU/CSURNHERE
W(SPD) & DI TE BRI N/ZEINHEICHED E 2007 £ 1 AIZKERBKRORBEIRN 2% R
1 > FBIETTENDDIZRIEL T, EHAMMEERIC K D IA Z ZIC R FE R~ D i
BAEHEZTY &3 N, ZOEFICE2HBAEHEOEIL. 2010 FI2i3H 79 21—
Lo THD, 2011 ELBEIIAMBERINOZBECTHRET B I EEINTNS, &
ZRBROBEICH, EHICLI2MBAECBEIEMREZESCOEE L. BRI U ER
WER] OF190 B1—)ZERKES TER>TWS,

5. TN

HERBAOEEEEEK 2 ERHLRENS DS RE S, R EEQIEIZHE
THHREOBEIINT UHERNSRILICEDWTITFONTE DI Tz, 19 o
B D ITH SRR A X BRI TAE 5 U2 AW e 032 DA -HEIC H b7z D
ZIMANTE LD, HREEIEOED HIIRECKREKELEDDTH o 2.

EAERBWT, H2RBROBEICET 2EEICDOWTIE. fEROBIN S HRBEAD
2T NEEDDHREN S, HREBEDSBIADT T M EHED B HIANE K E ERNT
bz, 29 LEREEROBEELZEE 152013, HRRBEBOELI L DR

—118—



BREIEN LR T2 5T, REOKENRELZZETH S, BESESNEIT BT,
EERANCATEBICEVWKEICH > L HSRBE RN NP LIc ERT 5 2 813, B4k
AZAMEMSIEL LR D R YREOREBHS N 2RO, BENOERBEEZ2ISICE
LS RD ZEMBMSBRINZ. ZOXIBBSEERE LT, A ERBRE O L5 28T,
S5 BITTZENS ZEANOBBRNRENNEE . JORE, HRBE %85
U. ENEROREEZN S Z &3, EERE2BRT 2 - REGEE) X MR Y - 2
BEOHSEER)ONWTNIC BT 2EERBERES 2o/, 0. BN
MENMTONIZIZONND 5T, HARBREAEOERZRS Z 213, @ 20 40 Lich
AREICBWTEEREMNO—DTH DT,

2B, HEREEOBEERDZENNEEZ> TVBERLLT. SEVNHEOHE.
BEZESTROBANRHDETEZEZENESI VDY S (L AF LS| OGELE
EMTOIENTED, [PAFLEES DEZAEEELTIE. EUBRNICBITS A -4 -
T—EX - BEAOHHABEHNMEAEI NS T, HA5MEEORE A MO MEE I
THIEIRED, TNETHEL TCW-EOHEOHEA & s 2 LN TE 2 A EEMNS
Lo TWBENIRNNDH S, RECLIVENEHZETHSEBEHE ISR OE RS
NE@DLIENS, TORIBARRERHELZETIEOHBERE L TORMT, it
DEEOHBRICBVWTETT2RNND S, T2, REOEEMSNZDOL S HE
NOMOEIBIET S I LR, ZHIZE-> T, BERNERORD. LEEH0EMRED
BENEL D ZENEERING, 207D, SMBEEG, HRREICETIEEICONT
HHBEGHEETERVERT BT 255 OMBFICRET 5 ENRDEND LS
2o TWha,

RAVIZOWTRIREEINS Z &3, ZOXIRBBINREE ENTL T, H2RR
BT S HHROTED 521K 5 B e RO W 55 O R R BRI B 3 2 2P
KOMTHERIITONTERZIETH S, TOLENTIE. FR2EBOBHED S BEIRE
WEROHEINREDDEHDREBRRICEVEIRELDERST 2L 2 FhHhRaEh.,
RRSNTND, IO LREAFEREL. ERITOHNTVIHARBROKHED S B4
RIEBIRICK D EHINDEREDONEEANIEE SN, TOREINHS M T
5, UKD, BHECEHBEMUMABMREICXDAEINAINEEZTHITHN—L TN
LSOMEIM, Few AN—LENTVRWETNIEICE OEREOEEMBILELD
WINERIRINTWS,
HEEBROMIFICEL TINETIHTHON T ELBIENARERR. THEN0EGE 1)
DOHMECBERT, REBURMBRERITREEZ CICEASNTER, Z0RED, HEDEZEZ
HZEDRWHEMNBRRS N, ANCFONSBEARIILVARBHELZHD Lo/, L
L. %%k@ﬁ@%”&uﬁk?é&Aﬁﬁwim%%ﬁtww&D§<@§%®ﬁﬁ%
RDOTWL =D, %ﬁ%ﬁﬁ?%kﬂ@ﬁAR@N®%ﬁ%m® L0EDER%
BHTLZENDWEEBDL ZENFURTH D, ZOEDITIT. L EBICBIT2HE
DIV H ZHHmIICHEICL, TNCEDEBRIRZHDRNERITEDT 272010 E BN E
HEZEANICORT CENEETH D EEZ NS, R VBT 2HANRDES
RS IDORIBMBEHITHIELZHDENZ B,

TR RERHIE OREAN2E X HIEEIC L 2EEREEAND S, FIZIE. R1 Vot

—119—



ARBIIEANCHEAZEERRELTNAOIHL T, BATIIERR  HELSEL-T
W3, RAYTIEZTSNBESOEIH - ARG LB D LR TS, Zh
CHLT. BAOBEIIE. BAEFESMAZETH S T, SN ELOBITTI-
FRBENT G U 72384 S RBEHT DD BIRWER EMB R DT> TS, Ldto T, R
AVEBWTHERIN TV IHARROMER S OEZFNZOEEOH THOEICHHE
ATE 5D TN,

T7r. RAVIRBWTS, BEOERER TITONTWA 1SS EEEE L OO
FEEAEEE [ERICZUERN] EEZZNEINDTDNTIE. KESRBOHNND
LIATHD, TOLIRRMOENL, FBRICAIZHEREL T, HREBRFEOHEBIC
NN B IR NERORBREABERBENIC LD, ERERICBITZREEEELOY 2T
BT 550 RBETHRMERIND —FH T, EFRERICHT 2PHEEH gL ®RILT
ZEAND, WRBEFOHMESERILTSEEHIC. BEET TR EEERED
RRBEEERE T RRHEERRR)EBATIRMEEINTND 2 EICHENT
Wws,

LIL7A 5, ERLOERRECHEVENTIERICONT. K0S DAEERD
T OTHIUE, BHEFOEMEMEEBLDIC. TNENOEOHEDOLANE 2
FOBEIC R U= BHEOE D H e BHRIMORL TV 2 EANBER RS EEZ25N5, R
VBT ERRME. TORDOHEELTRRICEAE DD TH 5.

&N
Bundesministerium fiir Arbeit und Soziales (BMAS), 2005, Sozialbericht 2005, Bonn.

Bundesministerium fiir Arbeit und Soziales (BMAS), 2009, Sozialbericht 2009, Bonn.
Bundesministerium fiir Arbeit und Soziales (BMAS), 2011, Sozialbudget 2010, Bonn.
Bundesministerium fiir Gesundheit (BMG), 2011, Gesetzliche Krankenversicherung.
Kennzahlen und Faustformeln.
(http://www.bmg.bund.de/krankenversicherung/zahlen-und-fakten-zur-krankenversich
erung.html)

Bundesregierung, 2004, Bericht der Bundesregierung zur Entwicklung der nicht
beitragsgedeckten Leistungen und der Bundesleistungen an die Rentenversicherung
von 13. August 2004, Deutsche Rentenversicherung 10/2004, 569-585.

Deutsches Institut fiir Wirtschaftsforschung (DIW), 2005, Gesamtwirtschaftliche
Wirkungen einer Steuerfinanzierung versicherungsfremder Leistungen in der

Sozialversicherung. Endbericht, Berlin.

Deutsche Rentenversicherung Bund (DRV), 2011, Rentenversicherung in Zeitreihen

—120—



2011, Berlin.
Eichenhofer E., 2006, Sozialrecht der Europiischen Union, 3. Auflage, Berlin.

von Maydell, 1998, Social Insurance. An Instrument of Social Security in the Future?,
in: Engels Ch., Weiss M. (ed.), Labour Law and Industrial Relations at the Turn of the
Century, The Hague, 125-140.

Puglia A., 2011, In 2008 gross expenditure on social protection in EU-27 accounted for
26.4% of GDP, Statistics in focus, 17/2011, 1-11.

Riirup B., 2007, Steuerfinanzierung in der sozialen Sicherung, in: Ulrich V., Ried W.
(Hrsg.), Effizienz, Qualitidt und Nachhaltigkeit im Gesundheitswesen, Baden-Baden,
181-2083.

Sachverstandigenrat zur Begutachtung der gesamtwirtschaftlichen Entwicklung (SVR),
2005, Jahresgutachten 2005/06, Wiesbaden.

Schréder Ch., 2005, Personalzusatzkosten in der deutschen Wirtschaft, IW-Trends, 2/2005,
1-12..

Schmihl W., 1994, Finanzierung sozialer Sicherung in Deutschland unter verinderten
gesellschaftlichen und 6konomischen Bedingungen, Deutsche Renten versicherung 1994,
357-378. -

Schmé#hl W., 2002, Aufgabenadéquate Finanzierung der Sozialversicherungen und der
Umfang der ,,Fehlfinanzierung® in Deutschland, in: Boecken W., Ruland F., Steinmeyer
H.-D., Sozialrecht und Sozialpolitik in Deutschland und Europa, Neuwied, 605-620.

Schm#hl W., 2007, Aufgabenadéquate Finanzierung der Sozialversicherung durch
Beitridge und Steuern, in: Blanke H.-J. (Hrsg.), Die Reform des Sozialstaats zwischen
Freiheitlichkeit und Solidaritét, Tiibingen, 57-85.

Schmihl W., 2009, Beitrags- versus Steuerfinanzierung im Bismarck’schen

Sozialsystem, Soziale Sicherheit Online, Ausgabe 2009.
Sesselmeier W., 2005, Gesamtgesellschaftliche Leistungen in der Gesetzlichen Renten-,

Kranken-, Pllege- und Arbeitslosenversicherung. Abgrenzung und Umfang im Auftrag
des DGB Bundesvorstandes, Universitat Koblenz-Landau.

—121—



The Paper prepared for FISS 2011 Conference, Sigtuna, Sweden, 8-10 June 2011

Does Income Transfer to the Household with Children Contribute to Human Resource

Development and Economic Growth? 1In the Case of Japanese Household

Yoshihiro Kaneko, Dr.!
Director, Department of Empirical Social Security Research

National Institute of Population and Social Security Research

Shuzo Nishimura, Dr.
Director General

National Institute of Population and Social Security Research

1. Introduction

In Japan, the country having the highest ratio of the population of 65 years and over in the world,
the greater part of social security benefit expenses is spent for the benefits mainly for the aged, such
as pensions, health care benefits and long-term care benefits. Figure 1 shows an international
comparison of the composition of social security benefit expenses according to the ILO standards.
On the other hand, the unemployment rate of young people in Japan is not very high internationally
but has been at a high level of about 8% since 20 years or so ago when the economic growth rate in
Japan began to decline. However, under the illusion about the high economic growth rates and low
| jobless rates it enjoyed 20 years ago, Japan still has not been able to face up to reality yet.

For the reason just mentioned, Japan has not implemented any adequate policy for promoting
the employment of young people. Partly affected by the traditional practice of the seniority system,
Japan has adopted neither “flexicurity’ policy nor active labor market policy, which has been widely
introduced in Europe. It was only recently that Japan began to realize the importance of these
policies.

In fact, in Japan, in-house job training and other steps for the benefit of employeés are amply
provided, especially in big businesses, and employees are still given a quite sufficient guarantee that
they are not fired very easily once employed. As a result, there exists inequality at the starting point
of the working life of employees: whether or not they are employed by a good company, especially

by a large company, greatly affects their working conditions, wages, etc. in the future.

1 Correspondence: National Institute of Population and Social Security Research
6th Floor, Hibiyakokusai Build, 2-2-3, Uchisaiwaicho, Chiyoda-ku, Tokyo 100-0011,
JAPAN
E-mail:yoshihiro-kaneko@ipss.go.jp
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Fig.1 International Comparison of Social Expenditures Classified by Policy Agenda in 2005
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Source: The Cost of Social Security in Japan: Fiscal Year 2007 (April 2007 to March 2008), the

National Institute of Population and Social Security Research.

In order to overcome these issues of social policies and to construct a sustainable social welfare
system, a balance among self-help, mutual assistance and public assistance is necessary, but these
relationships are affected by socioeconomic conditions as well as the living conditions of the person
and their family. Self-help consists of one’s own self-help and help from family members; help from
family members is made up of cases where the parent aids the child and cases where the child aids
the parent. Aid from the parent to a child consists of aid through child rearing and education, such as
paying for educational expenditures up until when a child completes schooling and they can find
employment so that in the future, the child can live an abundant life. Even after the child becomes an
adult, there are cases where the parent supports the child economically during times when the child
has trouble making a living. On the other hand, aid from the child to the parent consists not only of
cases of economic support when the parent has trouble making a living, but cases of help based on
services within the household budget, such as administering care when care becomes necessary.

Such a kind of mutual cooperation within a family may be complemented by so-called public
assistances such as revenue fransfer and based on public resources such as child allowance and
scholarships, which provide support for child rearing fees to low-income households, and alleviation
of medical fees for children by local public entities. On the other hand, mutual cooperation within a
household and social insurance as mutual assistance consist of alternative cases (cases where the
child provides entire care for the parent) and complementary cases (cases where the child provides -

supplementary care for the parent while utilizing nursing care services).
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In such a way, among self-help, mutual assistance and public assistance, there are both alternative
relationships and complementary relationships, and in order to realize benefits and burdens that
increase sustainability of the social welfare system by promoting a balance among these three, it is
important to know these 2 different relationships, and it is also necessary to quantitatively
comprehend the actual state related to these relationships for the process of policy assessment. In
particular, although the child allowance was introduced, there is some debate regarding its economic
effects, and it is an important challenge to empirically clarify the role of compensation of parents’
support toward their children and the increase in economic welfare of household income and
expenditures. In addition, the employment environment of young persons is one where, in recent
years, the ratio of job offers to job seekers is low and the unemployment rate is high as compared to
the era of economic growth when their parents started working, and there are now occasionally cases
where parents provide economic support when their children have difficulties making a living.
Parents’ economic support for their children who have already reached a working age has the
possibility of lowering economic incentives for the children to work. In order to promote a balance
among self-help, mutual assistance and public assistance, it is necessary to empirically analyze these
kinds of problems as well.

Up until now, preceding research regarding economic support between parents and children has
been conducted, including economic analysis of education with respect to educational investment by
parents in relation to their children (Arai (1995), Oshio (2002), etc.) and analysis of motivation for
savings to put away inheritance money so that parents can receive support from their children in
cases where they require nursing care in the future (Komamura (1994), Horioka (2992)). However,
analysis regarding the respective impacts of mutual cooperation and the social security system on
parents and children that focuses on the alternative/complementary relationships between mutual
cooperation between parents and children and the social security system have not necessary been
sufficiently conducted. Thus, from among mutual cooperation between parents and children, this
paper focuses on economic support by parents for their children, and carries out analysis by dividing
such mutual cooperation into two categories—one where the children are of an age before they
generally start working (less than 18 years of age) and another category where the children have
passed the age of starting work up until they reach the period where they rear their own children (20
years old to less than 40 years old). In other words, using the “Survey on Social Security and
People’s Life,” which includes survey items on the state of use of the social security system and the
state of parents’ economic support and the social welfare system, the economic effects that social
security benefits such as childcare allowance, etc. have on parents were analyzed, by focusing on
households with children who are less than 20 years of age, and the effects that parents’ economic
support have on their children’s (20 years to 39 years of age) on action to move into the workforce
are analyzed. Upon combining these analyses, speculations were made on the conditions for
balancing self-help, mutual assistance and public assistance in accordance with future changes in

socioeconomic conditions; in addition to introducing policy implications, future challenges are
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discussed.

2. Relationship between parents’ expenditures on their children and social security benefits

(public income support) for children

2-1 Relationship between social security benefits and parents’ expenditures on their children
Expenditures by parents on their children contribute to the children’s growth, but the children’s
income that the children can obtain upon completing their education and joining the labor market is
uncertain—it may be high based on multiple factors such as the attributes of the child, including
their educational background, and the supply and demand conditions of the labor market, or it may
not be high. Parents are aware of the uncertainty of the growth of their expenditures on their children,
but make such expenditures anyway based on altruistic feelings. The utility function of such kinds of
parents can be expressed in the following equation, where consumption of the parents’ own goods
and services is x, the child’s future revenue is I, and the parents’ expenditures on the child (transfer

of revenue) is b. Here, r represents the interest rate without uncertainty (Note 1).
@ U=Ulx, I+rb)

The child’s future revenue (I) is related to the child’s educational background (S), since wages in
the actual labor market differ depending on educational background, but it does not necessarily
depend only on educational background. Accordingly, the child’s revenue is considered as depending
on the educational background as well as attributes & other than educational background, and the
following supposition can be made. As with regular production functions, it is hypothesized that this

revenue function fulfills the following conditions.
(i)  B=IL 3850, f5=0£"38>0, fss=I " 3 F<0, foe=3£" 35 ¢>0

When ¢ is given to a child’s educational background, it is hypothesized that the child advances to
institutions of further higher education as the parents’ expenditures Ce toward the child increase, and
the child is able to obtain a higher educational background. In other words, educational background

S is an increasing function for expenditures for the child C..

(i)  S=S(C.), SCe=38" 3 Ce>0, S2Ce=325, 3 2Ce<0

In cases where there are no expenditures by the parents in relation to the child, and there is no human
capital accumulation with regard to the child (§=0), the child can only eamn a low income in the

labor market; the future income of the child in such cases is the total of the revenue (I0=£{0,¢)) and

the transfer of revenue from the parents to the child (rb), or in other words, (/0+rb). Here, 10 is the
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wage income for unskilled labor. On the other hand, expenditures by the parents in relation to their
child turn into human investment (S>0), and if the child can obtain a high revenue, the child’s future

income (z) can be expressed as follows.
()  z=AS, ¢ )+rb

If P is the probability of the case that expenditures on the child do not turn into human investment
and the child can earn only low revenue, the probability that such expenditures come to fruition and
the child earns high revenue is (/-P). Based on this condition, the parents’ expected utility can be

expressed as follows.
(1)  EM)=PUx,I0+rb)+(1-P)Ulx, f(S8(Ce), ¢ )+rh)

If Y is the parents’ income, the parents’ budget constraint can be expressed as the following

formula.

(1-2) Y=x+b+psS(C:). b>=0
Accordingly, under such a budget constraint, the parents select their own consumption x and the

child’s C. and b, and maximize their own expected utility. Based on the first-order conditions for

maximizing expected utility, the following formula is introduced (the equality holds when b>0).

(2)  1ps=<(1-P)Uszfs(C-)SC.. E(UL)

The relationship between income support (A) based on social security such as childcare allowance
and child allowance and parents’ expenditures on their children has the following impacts with
respect to expenditures towards the human investment of the child Ce and transfer of revenue to the
child b.

() JC FA=(3C 3838 A)=(3Ce”"38) (38 IY)N IY.”3A)
=(SCNtr2psE(Und E(Ue){1-[(US2e, US), (E(Ur) ~E(UD] ~D}x 3, 3 A}

(4) b FA=(9b " FYN 3Y.3A)=E(U)(1-P)(1-1)sUS,:+Uszfss] D,

Here, based on the second-order conditions for maximization of expected utility, the following

formula is obtained.

(4-2) Ujj<0(G=x,2), and D>0.
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Accordingly, the impact of transfer of revenue (economic support) on children receiving public
income support is 0b/04>0, representing a complementary relationship. On the other hand, the
impact of public income support on expenditures towards children that include educational fees

depends on the partial differential code below.
() 9C. FA=(3Ce” 3NS5 A)

For this partial differential, the code cannot be determined unless more hypotheses regarding the
extent of risk aversion of the parents’ utility function are established; public assistance may be
complementary or alternative to expenditures toward children.

Essentially, public income support for child rearing is provided to increase parents’ expenditures
on raising and educating their children, but theoretically, there are cases where, depending on the
parents’ preference, aid has a complementary effect of increasing private expenditures by parents
towards their children, as well as cases where aid has an alternative effect of decreasing private
expenditures. It is necessary to conduct empirical analysis regarding which effect is actually

manifested more.

2-2 Empirical Analysis2

For this purpose, an empirical analysis is conducted in this paper by using the Survey on Social
Security and People’s Life (2007) that was implemented by the National Institute of Population and
Social Security Research in July 2007. This survey investigated the state of individuals (form for
individuals) and the state of households (form for households) as of July 1, 2007, targeting heads of
households and household members aged 20 to 69 years old living within a survey district (300
districts) selected randomly from among the survey districts (5,440 districts) that were established in
the 2007 “Comprehensive Survey of Living Conditions of the People on Health and Welfare”
implemented by the Ministry of Health, Labour and Welfare. As a result, there were valid responses
(response rate of 68.2%) in relation to the 15,782 forms for households that were distributed
(number of households subject to the survey). In addition, with regard to the 20,689 forms for
individuals that were distributed to 20 to 69-year-olds of households from which forms were
collected, 17,188 were valid responses (response rate of §3.1%).

According to this survey, the percentage of people who have children consisted of 80.8% males
and 79.6% females, with regard to persons who have spouses, and 55.8% males and 74.7% females,
with regard to persons who are separated or widowed. When limiting to only children who are 17

years or younger, the percentage of people who have such children consisted of 40.1% males and

2 The authors thank you for the permission of using the micro data of the Survey on Social
Security and People’s Life (2007) from IPSS and from the Department of Statistics and Information of the
Ministry of Health Labor and Welfare of Japan.
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36.9% females, with regard to persons who have spouses, and 18.3% males and 27.0% females with

regard to persons who are separated or widowed.

Table 1 State of expenditures spent on children (17 years and younger) according to the parents’

educational background and income level

children (17 years and
younger) (montly
amount, thousand Yen
educational li level average |[standard number of
background annualincome leve amount |deviation |observations
Less than 1.3million yen 66 103 14
1.3million yen~less than 2.5million yen 75 109 18
2.5million yen~less than 3.5million yen 212 293 21
Junior high 3.5million yen~less than 7million yen 269 322 32
school
Tmillion yen~less than 10million yen 268 374 6
10million yen~less than 15million yen - - -
15million yen and more - - .
sub total 181 269 94
Less than 1.3million yen 219 313 50
1.3million yen~less than 2.5million yen 268 311 94
2.5million yen~less than 3.5million yen 249 323 143
High school |3.5million yen~Iless than Tmillion yen 339 362 363
Tmillion yen~less than 10million yen 472 469 166
10million yen~less than 15million yen 505 509 52
15million yen and more 483 426 14
sub total 351 394 888
Less than 1.3million yen 334 361 20
1.3million yen~less than 2.5million yen 291 329 27
2.5million yen~less than 3.5million yen 300 360 37
Junior 3.5million yen~less than Tmillion yen 317 335 110
college
Tmillion yen~Iless than 10million ven 448 455 48
10million yen~less than 15million yen 657 430 15
15million yen and more 688 596 4
|sub total 363 383 261
Less than 1.3million yen 164 258 | 14
1.3million yen~Iless than 2.5million yen 290 418 16
2.5million yen~less than 3.5million yen 285 358 49
Univers 3.5million yen~less than 7million yen 393 434 254
Tmillion yen~less than 10million yen 491 450 226
10million yen~less than 15million yen 622 544 107
15million yen and more 758 542 66
sub total 478 480 748

Note: The minimum level of taxable income for 2007 was 3.25 million yen for households consisting
of a father, mother and two children, and 2.2 million yen for households consisting of a father, mother
and one child. The maximum income with which dependency exemption for social insurance premium
can be received is 1.3 million yen.

Source: the author’s tabulation based on “Survey on Social Security and People’s Life” (2007) by the

National Institute of Population and Social Security Research.

Next, when looking at the ratio of expenditures spent on children according to the age of the
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children and the marital state of the parents, the rate of expenditures spent on children 17 years and
younger consisted of 95.9% males and 94.7% females in cases where the parent had a spouse, and
92.7% males and 90.7% females in cases where the parent was separated or widowed (percentage in
relation to the total number of persons with children of the applicable age). With regard to the
amount of expenditures spent per year on children 17 years or younger, in cases where the parent
had a spouse, approximately 20% of both males and females responded that they spent “less than
100,000 yen,” “100,000 yen to less than 200,000 yen,” and “500,000 yen to less than 1,000,000 yen”
each. On the other hand, 9.1% of males and 7.6% of females responded that they spent “more than
1,000,000 yen.” In cases where the parent was separated or widowed, the majority of both men and
women responded that they spent “100,000 to 200,000 yen,” followed by “less than 100,000 yen.”
Compared to parents with spouses, parents who are separated or widowed displayed a tendency to
spend less on children 17 years and younger.

As a method for conducting empirical analysis as to whether a complementary relationship or
alternative relationship can be seen between private expenditures and income support for child
rearing using parents who have children to whom the abovementioned actual conditions apply, there
is a method of linear regression analysis that includes public support in explanatory variables and

where expenditures by parents for their children is a dependent variable.

(6) TizPR =X, f+a}Y, +a2TitPB +u,

Here, T'™® represents whether the parent is making expenditures toward their child or the amount
of expenditures; X represents the various variables that affect the amount of expenditures towards
children (age/gender/level/work status of education of the head of household, member composition
of family living together/living separately, health condition, characteristics of inhabited area); Y
represents the household income excluding public support; and T™® represents public income support
(whether there is such support or the monetary amount of such support) such as childcare allowance.
Here, the relationship between public support and expenditures by parents toward their children can
be viewed based on the code and magnitude of o. 0,,<0 represents an alternative relationship, and
o.,>0 represents a complementary relationship. In order to distinguish between these two kinds of
relationships, it is necessary to efficiently estimate a,, which has consistency.

On the other hand, public income support T?® for parents who have a child aged 17 years or
younger represents, concretely, the total of (as of 2007 when “Survey on Social Security and
People’s Life” was implemented) childcare allowance, livelihood protection, pension benefits (in
cases where the parent is a bereaved person or has a disability), and unemployment benefits (in cases
where the parent is unemployed). Accordingly, T®® is dependent on the parent’s age, work status,
income level, household composition, etc. When these explanatory variables are expressed

collectively as Z, the linear regression formula is as follows.
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N T =Zgx+v,

Generally, when there is either an alternative or complementary relationship, it is thought that
between parents’ expenditures toward their children and public income support, there is a correlation
between error terms u and v based on unobservable effects; in order to obtain the consistent,
estimated quantity of o, it is necessary to estimate (1) and (2) as simultaneous equations. To do so,
estimations based on the instrumental variable method using an instrumental variable for
identification that is included in Z and not included in X is necessary (Note 2). Furthermore, the
value of T®, or expenditures by parents toward their children, is a latent variable that takes on a
value above 0 (0 is the threshold value), and estimations using a Tobit model based on an
instrumental variable are conducted.

Income support for children consists of childcare allowance, child-rearing allowance, special
child-rearing allowance, etc. Income limitations and whether the household is a single-mother
household are conditions for such income support, and in cases where the parents’ income exceeds
the limit or where the household includes a husband and wife, income support for the child does not
necessarily become zero, as there is also support unique to local public entities zfvailable, but the
amount of support decreases significantly. On the other hand, even if the amount of support for
expenditures by parents toward their children and for educational fees decreases largely, the decrease
is not so large that there would be no more support. Accordingly, as the identifying instrumental
variable, a dummy variable that takes on the value of 1 for both cases where the parents’ income
exceeds the income limit and cases where the parent had separated from or been widowed by their
spouse is used..

As dependent variables relating to parents’ expenditures on their children, the amount of
expenditures spent on children as based on the “Survey on Social Security and People’s Life,” the
percentage of income that is accounted for by this expenditure amount, the percentage of the
household’s total consumption expenditure that is accounted for by this expenditure amount,
educational fees for the child, the percentage of income that is accounted for by educational fees, and
the percentage of total consumption expenditure that is accounted for by educational fees are used.
At the same time, as a dependent variable for public support, the total of childcare allowance,
child-rearing allowance and special child-rearing allowance is used.

As explanatory variables related to parents’ expenditures towards their children, the number of
children, a dummy variable that takes on the value of 1 for both cases where the provider for the
family for when the parent was a child was the father and cases where such a provider was the
mother, the parent’s educational background (dummy variable that takes on the value of 1 each for
being a high school graduate, junior college graduate, and university graduate, with being a junior

high graduate serving as a standard), the working hours of the parent, and a dummy variable that
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takes on the value of 1 in cases where the parent is enrolled in individual pension, which is a risk
aversion in relation to the extent of avoidance of danger and that also indicates their preference for
preparing living expenses for after retirement.

As explanatory variables for public support, the number of children, age, dummy variable that
takes on the value of 1 for both cases where unemployment allowance thought to be related to aid for
the child being provided due to the parent’s income following below the income limitations and
cases where health conditions are bad, a dummy variable that indicates the state of enroliment in
social insurance (takes on the value of 1 in cases where the parent is enrolled in employees’ pension
and health insurance), a dummy value that takes on the value of 1 in cases of urban areas, and the
parent’s income are used.

The results of estimations made using these dependent variables, explanatory variables and

instrumental variables are shown in Table 2.

Table 2 Basic statistics relating to expenditures by parents toward their children (17 years and

younger) and public support

. The support
Separation hands of the
The rate to the Experienced |Female and L
. . main lives at ,
number of samples [in household |separation . not healthy working
. . the time of 15
Matrimonial |head(%) by death
years old are
parents
(%) 98.2 9.6 10 79.5 13 94.2
ounior The insured of The insured of
The rate to the . college . . . The insured of u
High school University  |a public N a corporate
number of samples graduate X a public health R
. graduate graduate pension ) pension
; insurance
insurance scheme
(%) 44.2 12.9 36.8 89.6 87.2 20.9
PUBIG mcome
transfer
working Annual (subsidy) for
Age ::"em:}:f d:n hours./'per |income(10 the
day thousand yen) |children(montly
ammount, 10
thaucand van)
Average value 412 1.9 7.43 4441 11
Standard deviation 8.07 0.85 81.54 635.24 4.9
Number of samples=2040

Source: the author’s tabulation based on “Survey on Social Security and People’s Life” (2007 version)

by the National Institute of Population and Social Security Research

When looking at the estimation results of public support functions, the coefficients for income and
age are negative, reflecting that for support, there are income limitations and restrictions to the
child’s age, and that there is statistical significance. The coefficient for the dummy variable
indicating that the parent is enrolled in employees’ pension is also significantly negative. On the
other hand, the dummy coefficients indicating the number of children and that the area of
inhabitance is an urban area is significantly positive. A parent’s poor health condition is linked to a
decrease in income, which increases the possibility that their income is below the income limitation;

this coefficient is significantly negative.
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Table 3 Estimation results of expenditures by parents to their children (17 years and younger) and

public support
Tobit estimation with intrumental variables
The The share of Igzc::; r: of The share of :::csa}t‘g: of
The ducation expenditure for x for expenditure P
Dependent variable expenditure e childrento expense Tol for childrento expense for
for children expense for household childrento household childrento
children . household . household
income . consumption N
income consumption
Explanatory variabl
Public income
transfer(subsidy) for -5.399319 -0.5406119 0.0081025 * 0.012157 k| 0,0053542 0.003544 ook
childresn
(-1.27) (-0.95) (1.82) (7.84) (1.02) (2.53)
Number of children 77.63396 ek | 16.25191 ek | 00439333 *kk 100383493 k% | 0.0267477 *  10.0373553 dokok
(6.46) (9.74) (3.59) (8.50) (1.85) (9.21)
Experienced in 11.42782 -17.33176 —-.0543713 -0.0224776 -0.1055696 —-0.0604866 ok
©.13) (~1.47) (-0.61) (-0.70) (-1.02) (=2.11)
The support hands of the
main lives at the time of
15 years old is his/her 10.78507 2.581832 0.0053791 002719 0.0190277 -0.0079457
father
(0.52) (-0.88) (0.25) (-0.34) (0.75) (-1.12)
The support hands of the
main lives at the time of |54 5404 sk |2.040852 01765363 ek [-0.006936 01740787 %4k |0.0124736
15 years old is his/her
mother
(6.66) (0.83) (6.73) (~0.72) (5.59) (144
Working hours ~0.6357856 ok [-0.1036499 eix  [-0.0002071 *  1-0.0002585 sk 0.000064 -0.0002121 Hokok
(-5.086) (-5.94) (-1.62) (-5.47) (0.04) (~4.99)
High school graduate 2164603 #k* | 2952381 kx| 0.2521448 sk | 0.0707015 sk | 3507764 sk 100806645 Hokk
(4.75) (4.58) (5.45) (4.07) (6.28) (5.14)
Junior college graduate | 242.3027  #kk | 4070841 *kk 103031293 sk | 0.0961338 Fkk | 0,4020285 sk | 0,0952491 Fkk
(4.72) (5.63) (5.81) (4.93) (6.41) (5.40)
University graduate 338.8224 sk 144,37415 *kx | 0.2833323 *x%x 10.0799261 k% 104287692 *%k | 1011708 Sk
(7.23) ( 6.69) (5.95) (4.47) (7.46) (6.26)
The insured of a 6746244 %ok 1765549 00274037 -0.0029448 0.0360183 00018237
corporate pension
(2.76) (0.52) (1.10) (-0.32) (1.22) 0.22)
constant -158.4716 * -19.382 0.1078783 -0.0476052 0.0217068 -0.0094807
(-1.64) (=1.47) (1.10) (-1.33) 0.19) (=0.30)
Estiantion of endogenous
variables by instruments
The share of The sh.are of The share of The sh'are of
The Y education . education
The ducation expenditure for expense for expenditure expense for
Dependent variable expenditure edu childrento P for childrento pense Jol
N expense for childrento childrento
for children . household household
children . household . household
income . consumption .
income consumption
%xplanatory variabl
Number of children 0.2663745 *+* |0.2685858 sk | 0.2725964 ** [0,2724465 wk 10,2723422 sk (0,2702257 *k
(2.36) (2.38) (2.41) (2.41) (2.41) (2.39)
Experienced in -1.237304 —1.248028 —-1.27562 -1.306737 * -1.274909 —1.269956
(-1.54) (~1.55) (-1.59) (-1.63) (-1.59) (-1.58)
The support hands of the
s oo time of 14378178 %+ [0.4346968  ++  [04264662 bk 04150625 %+ | 04275663 sk |04200341 s
15 years old is his/her :
father
(2.22) (2.20) (2.16) (2.10) (2.16) (2.18)
The support hands of the
main lives at the time of | 5193185 x« |0.5089830  xx  [04842435 ek 04662976 * 0486628+ [04926071
15 years old is his/her
mother
(2.13) (2.09) (1.99) (1.92) (2.00) (2.03)
Age —0.0693283 ek | ~0.0716107 ¢ |~0.0754949 *kx [~00753102 dkk [-0,0754555 ik [~0.0729276  skdek
(~3.70) (-3.85) (-3.99) (-4.17) (-3.97) (-3.92)
Female(dummy variable) [8.036621 *+k |8.048506 sk [8.091504 sk 18.114057 % 18,089236 sk 18,104011 Fokk
(24.00) (24.12) (24.38) (24.59) (24.37) (24.43)
[nsured in public 1078432 %+ |-1.037244  Hxk | -0,8687537 -0.5643637  *+k |-DBB20813 Ak | -0.8650726
pension(dummy variable)
(~3.06) (~3.00) (-2.43) (~1.66) (-2.48) (-2.46)
Insured in public health 15 yg,659 0.3320193 0.370466 0.306811 0.3658167 0.3175312
insurance(dummy
(0.97) (1.09) (1.21) (1.04) (1.19) (1.04)
not healthy 0.8481522 % | 0.8521339 ok  |0.833551 sk | 0.848693 sk 10,8426298 skk 10.8170692 Fokk
( 3.05) (3.06) (2.99) (3.15) (3.02) (2.93)
household income -.0000251 0000179 -0.0000154 —-0.0001107 -0.000077 0.000024
(-0.17) (-0.12 (~0.10) (~0.76) (-0.02) (0.02)
constant 3.538508 sk | 3.606857 *k% | 3.697081 *rx | 3.621635 skx [3.696729 *kk 13591118 ok
(2.73) (2.78) (2.84) (2.84) (2.84) (82.77)
Number of samples 2040 2040 2040 2040 2040 2040
log likelihood -19774.151 —14688.372 -7162.3977 ~5546.0248 —-7484.9988 -5556.6794
’Wald test chi2(1) 1.48 1.33 1.20 33.68 0.99 2.04
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Note 1: * indicates 1% level, ** indicates 5% level, *** indicates significance at 1% level (two-tailed
test).
Note 2: In estimation of endogenous variables, explanatory variables include working time as well as
dummy variables for being a high school graduate, junior college graduate, university graduate or
higher, and enrollment in individual pension insurance, but these were not statistically significant. In
this table, estimation results of endogenous variables are indicated upon omitting the results of these
variables.
Source: the author’s estimation based on “Survey on Social Security and People’s Life” (2007 version)

by the National Institute of Population and Social Security Research

With regard to estimation results related to expenditures by parents toward their children using the
amount of public support, which was estimated using public support functions indicating such
estimation results, as an explanatory variable, when the dependent variable is the amount of
expenditures spent on the child and the amount of educational expenditures, the coefficient for the
amount of public support is not statistically significant. In relation to this, when the percentage of a
parent’s income and the percentage of total consumption expenditure that is accounted for by
expenditures spent on the child and educational expenditures serve as dependent variables, the
coefficient for the amount of public support is significantly positive. When looking at other
explanatory variables, the number of children, the dummy variable that représents cases where the
provider for the parent’s family when the parent was a child was the father, and the dummy variable
that indicates that the parent has an advanced educational background in comparison to the standard
of being a junior high school graduate are significantly positive. Although the dummy variable for
enrollment in individual pension is statistically positive, it is not statistically significant. This reflects
that there are many cases where, when the parent is separated or widowed, they struggle to make a
living and the amount of expenditures towards their child decreases, and the coefficient is negative
and significant.

Normally, expenditures towards children are considered as being a normal commodity, and when
the parent has a low income, the amount of expenditures towards their child and the amount they
spend on educational fees are low; when the parent’s income is high, such amounts are high. On the
other hand, the amount of public support for the child becomes larger when the parent has a low
income, and there is a tendency for the amount of expenditures towards the child and the amount
spend on educational costs to be lower when there is public support. As a result, when the amount of
expenditures towards a child and the amount spent on educational costs are used as dependent
variables, the results are such that the coefficients are not significant, as demonstrated in Table 3. On
the contrary, the reason why the coefficient for public support becomes significantly positive when
the percentage of income that is accounted for by expenditures on the child and on educational costs
and the percentage of total consumption expenditure that is accounted for by expenditures on the

child and on educational costs are used as the dependent variables is that the lower a household’s

—134—



income, an effect is yielded where the percentage of income and living costs accounted for by
expenditures on the child and on educational costs is higher, indicating that public support functions
in a way with respect to children where, even if income is relatively low, the child’s lifestyle
improves.

Today, there are concerns regarding child allowance as to whether such allowance is used as
intended. With regard to this point, the above empirical analysis indicates that when one is given
such support for the purpose of his/her child, the parent is allocating such support towards
expenditures on the child, and thus, it is thought that child allowance functions to fulfill this purpose.

3 Impacts by economic support by parents toward children who are of a working age and

social security benefits

3-1 Impact of economic support by parents towards children of a working age on motivation
for employment

In the previous section, model analysis and empirical analysis were conducted, based on
perceiving the relationship between self-help and public assistance as the relationship between
expenditures by parents toward their child and public income support, targeting cases where the
child is of a young age. The relationship between self-help and public assistance may be either a
complementary relationship or an alternative relationship, even when the child has graduated from
school and is of an age for entering the labor market. When the parent is altruistic and is providing
aid in relation to the risk of the child becoming unemployed or struggling to make a living, the
relationship between self-help and public help is complementary. On the contrary, even if, for
example, the parent is altruistic, when there is a risk of the parent’s income decreasing due to
unexpected unemployment or retirement due to advancing age, in cases where the child is directly
faced with a decrease in income, it is possible that the parent does not provide economic support as
self-help due to expectations for an unemployment allowance or other public income support, and
the relationship between self-help and public help is an alternative one.

With regard to the relationship between work/labor supply and public assistance, according to the
theory behind job searches, unemployment allowance enables for an unemployed person to seek
employment until they come across a better job opportunity, and it is known that unemployment
allowance has the effect of prolonging the unemployment period and lowering the employment rate.
In addition, it has been proven that public pension benefits have the effect of lowering the
employment rate of elderly persons. In such a way, public assistance in the form of public income
support has an impact of weakening the incentives of people to work. In order to compare and
analyze the relationship between self-help and public assistance, it is necessary to analyze the
impacts on work/labor supply, even by self-help. This is because clarifying the impacts of support
for low incomes on incentives is an important topic in the field of economics.

When looking at the relationship among self-help, public assistance, and incentives, in cases
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where the child is of a working age, when there is too much economic support for the child, it is
possible that the incentives of the child to work are lowered. Based on the premise that the parent is
altruistic in relation to the child, the relationship among self-help, public assistance, and incentives
(taking into consideration the respective impacts of unemployment allowance and private transfer of
revue) are examined based on model analysis.

When children (not students and 18 years or older) enter the work force, they are divided into two
conditions: cases where they obtain a high income yH (regular employment) and cases where they
obtain a low income yL (non-regular employment). The probability of a low income is represented
by P(e) and the probability of a high income is 1-P(e); e represents the work effort of the child
(student; 18 years or older), and dP(e)/de<0. It is hypothesized that by increasing the work effort, it
is possible work under better conditions and to earn a higher income.

With regard to the utility function of the child Ue, it is hypothesized that Uc=Vc(xc)-v(e), since
the utility based on consumption of goods and services Ve(xc) and disutility of work effort (-v(e))
are additively separable. Here, the marginal utility of goods/services and work effort is hypothesized
as 0Vc/0xc>0, ov(e) c/0e>0.

It is hypothesized that in cases where the child has a low income, parents make more expenditures
toward their child than they would if their child has a high income (transfer of revenue and
shouldering of living expenses such as food costs and utility charges). In other words, if a parent’s
expenditure toward their child when the child has a high income and a low income is represented by
TH and TL, respectively, then TL>TH.

Children’s work behavior is determined based on the understanding that there will be expenditures
from the parent in accordance with the state of the child’s income, and thus, the work effort of the
child (e) is determined by maximizing the following kind of expected utility under budget

constraints that include expenditure from the parent and unemployment allowance (Bu).
() P@ [Vo(Yr+Ti+ 0 LBU+(1- Pe) [Ve(Yur+TH+ 0 aBe)]-v(e)

Here, the probability of unemployment is lower for cases where one receives a high income as
compared to cases where one receives a low income, and it is hypothesized that unemployment
allowance is large, since the period of unemployment up until employment is long. In other words,
pr>pu, and B <By.

The following formula is obtained from the first-order condition of maximization of the child’s

expected utility.
8) PE)Vi-Vi)=v'(e)

Here, there is the relational expression of Eq. (8-2),
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(8-2) V=Vee(Yj+Ti+0BY G =H, L), and P(e)<0, v’ (£)>0, justifying Eq. (8-3),
8-3) Vi<Vm

"~ This Eq. indicétes that the child’s marginal utility for work effort becomes equal to the expected
utility for marginal income increases that is obtained through a decrease in the probability of the case
that a lower income is obtained.

Based on these conditions, the relationships between the child’s work effort and expenditures by
the parent toward the child as well as unemployment allowance can be determined based on the

following Eq.s.

O e IT=[P@ViI<0, Je” 3 Ta=[Pe)Vul>0,
(10) Jde " IBr="0 L[P()VLI<0, Je 3 Bu=0w [P)Vil>0

Here, based on the inequality expression (V7 <Vp), the inequality expression (VL'> Vg’ ) based on the

principle of diminishing marginal utility, and the above formulas is established.
(10-2) Je 9Ti>de 3 Tu

However, as there is such a relationship of Eq.(10-3) ,

(10-3) de dT=de Fy; (=L H),

in both cases of low income and high income, when Eq.(10-4), |

(10-4) dy=dyr(=dTr)=dyu(=dTs),

is used for the marginal effects of expenditures by the parent to the child of the same amount on
work effort, the following Eq. (10-5) is established.

(10-5) Jde dy<0
Accordingly, the work effort of the child can be expressed as a function of unemployment
allowance and expenditures by the parent in both cases of low income and high income. In other

words,

(11)  e=e(Yr+Tr+p LBr, Ya+Te+ 0 5B
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