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Preface

This edited collection has been compiled by members of INTEGRATE:
International Network of Generational Transfers Research. The network was
established in 2012 with funding from the ESRC International Partnership
Network Scheme. Our aim was to develop a network of expertise interested in
what could be one of the most important welfare issues of the 21% century:
namely, the transfer of wealth and poverty within and across generations. At
the heart of such concerns is the extent to which current generations have
irreversibly damaged the prospects of the next. Our key concern being that
cultural, political and institutional developments, particularly over the last
century, have been to the advantage of older generations at the expense of
current younger and future generations for most of the richer nations; whilst
in low-income nations intergenerational support may be the only means of
alleviating poverty in old age.

Research on inequalities traditionally focuses on describing differences
along social divides (class, gender, and so on) with financial wealth (where it is
included) being an indicator of the existence of inequality, rather than as a
contributor through its transfer across generations. Research on
intergenerational transfers, however, places wealth at the centre — whether
concerns arise from the transfer and concentration of riches; or the
transmission of poverty and inequality.

The inequalities which exist at individual, nation and international level,
draw our attention to the injustices that exist and are reinforced through
cultural, political and economic practices. The rise of individualism and the
push towards self-financing are counter-intuitive to notions of restraint and
reciprocity which are at the heart of intergenerational justice. It is important
therefore to draw on information from different nations, comparing and
contrasting social, cultural, market and regulatory context on the motivations
for gifting, the benefits of receiving and the consequences of experiencing
neither.

This edited collection focusses in particular on these contextual factors. The
economic landscape of generational interdependencies is arguably
experiencing significant changes. Each chapter, therefore, sets out the
particularities of the social, market or regulatory backdrop against which the
implications for generational independencies and future social welfare are
considered. Searle (and colleagues) start by setting a broader picture of key



xviii Preface

themes emerging from the literature on generational interdependencies. They
consider the often contrasting implications for welfare support in affluent,
middle and low-income countries pointing towards the deeper moral
questions of global inequalities. Subsequent chapters then follow a broad life-
cycle pattern; from young adults (Chapters 2 and 3); middle age (Chapters 4-
5) through to older people and later life issues (Chapters 6, 7 and 8). The
chapters contextualise generational interdependencies drawing from inter-
disciplinary perspectives and domains including economics, finance,
education, housing, international development and global governance.

The collection of chapters presented here does not embrace all the aspects
relevant to intergenerational justice and implications for social welfare. They
do however draw out issues for children, parents, and grandparents across a
range of countries, and we hope to provide the incentive for further research
to increase our understanding, and address the challenges we still face.
Whether the focus of attention is on the direction of transfers — whether older
generations are supporting younger ones, or vice versa; or whether there are
greater differences within generations or between them - we are in no doubt
that if, when or how resources are transferred is an increasingly important
determinant of social inequalities and life opportunities.

Beverley A Searle

University of Dundee
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Chapter 1
Generational Interdependencies and
Welfare

Beverley A. Searle

With: Marja Elsinga, Martin Kohli, Stephan Koppe, Shin Iwata,
Peter Lloyd-Sherlock, and Tomas Kosteleky1

Introduction

The changing demographic context across much of the globe is increasing
interest in intergenerational relations and exchange, amongst national and
international agencies. In those nations where populations are ageing,
questions are being raised about the provision of pensions, health care, and
other welfare services. Not only in respect of meeting financial needs but also
moral questions of justice and equity in supporting and caring for a growing
older population whilst protecting the interests of future generations. Whilst
the focus of research and analysis is often dominated by the circumstances of
developed nations, low and middle-income countries faced with similar
issues draw attention to the complexity of cultural norms in addition to
financial and political constraints. Common to all, however, is the importance
of intergenerational interdependencies in welfare provision.

This chapter will explore these issues along five key themes. The first theme,
‘Governance and financing of welfare provision, focuses on fiscal responses.
Particular attention is given to pension systems which have most often
operated through a contract between current (working) generations and older
(pension receiving) generations. This generational interdependence is,
however, shifting where schemes are increasingly moving from collective state
provision to individually funded schemes. This individualization is also
reflected in the second theme, ‘Assets, social inequality and life chances’. This

! This chapter pulls together 5 briefing papers, jointly prepared by the authors listed
(available at: http://www.integratenet.org/publications/). This final version, however,
and any errors therein are the responsibility of BA Searle.



2 Chapter 1

theme notes the shift towards personal asset accumulation as a basis for
future family welfare. This raises questions about the ability not only of
different generations but of different sectors of society to gain access to assets.
This not only has implications for the extent to which resources are available
to support interdependencies across generations but has been used as the
basis for narratives around generational conflict. This is picked up in the third
section, ‘Generational conflict and interdependencies’, which explores familial
support (or not) through the transfer or gifting of assets and care across the
life-course. The fourth section also considered how generational
interdependencies are underpinned by ’Cultural norms, policies and
legislation’, which can lead to discriminatory practices and inequalities. The
fifth section addresses the often overlooked aspect of, ‘Demographic change
and life course patterns’ in determining the point in time and extent to which
financial resources can be transferred. It also considers the role of migration
and the transfers between generations which are crossing international
boundaries making generational interdependencies inherently an
international issue. All these themes are summarised and considered within
an intergenerational justice framework. The chapter then sets out the
structure for the remainder of this volume, reflecting on its contribution and
limitations to the field of intergenerational study by way of conclusion.

The Governance and financing of Welfare

The governance of ‘who gets what, where, how and why’ (Smith, 1977) in
meeting the welfare needs of ageing populations is dependent on the
interconnection of the market, state, and family to differing degrees. Where
this is supported in some way by Governments, concerns have grown about
how to maintain per capital expenditure through taxes from a depleting
labour force. This in turn has given rise to alternative state response to the
growing fiscal problem of ageing societies through a focus of responsibility on
self-funding (Olsberg and Winters, 2005; Turner, 2004) and familial support
(Forrest and Izuhara, 2009; Heady and Kohli, 2010).

One key area of policy concern, given population ageing, is the transfer of
funds to support those in retirement — namely pensions (see also Amitsis this
volume). Pay-as-you-go (PAYG) systems have been widely adopted across
affluent and middle-income countries. They are based on a generational
contract between working (contributing) generations and retired (pension
drawing and service using) generations. PAYG systems allow intergenerational
risk sharing, and may, therefore, be considered as welfare enhancing (Barr
and Diamond, 2009). However, their implementation has often been
controversial due to weak management and unsustainable generous benefit
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values (Mesa-Lago, 1989). Furthermore, the vulnerability of PAYG pension
systems to demographic ageing has led to a strong political movement to
support individualised funded pension schemes (Orenstein 2011; World Bank,
1994). Funded schemes break the generational contract, as contributions of
younger cohorts go into their own accounts, with pensions for retired people
coming from other sources. The paradox, however, is that the other sources
may include higher taxation of current generations, imposing a double
burden on current workers contributing to their own pension and those of
current retirees (see Barr and Diamond, 2009).

Although the individual bears the risk of retirement, funded pension
systems are not detached from wider social and economic effects of
investment and political decisions and demographic changes (Biacker and
Koch, 2003; Mackenroth, 1952; Samuelson, 1958), which provide more
favourable circumstances for one generation over another (Samuelson, 1958;
Concialdi and Lechevalier, 2004; Sundén, 2005; Valdés-Prieto, 2006). There are
concerns that reforms to pensions systems will increase problems of old-age
poverty, where benefit pay outs are reduced, systems are complex to
understand, financial decisions are harder to make (Barr and Diamond, 2009),
and people do not have the means to make alternative provisions with an
increased likelihood that future cohorts of older people will become
increasingly dependent on family support (Orszag and Stiglitz, 2001).

Debates on provision and availability of pensions are important, not least
because pension schemes often account for a high proportion of public
spending. Even within low and middle-income nations pension provision and
other welfare benefits for higher-level civil servants often absorb a large share
of total public expenditure. In some middle-income countries such as Brazil
and South Africa, there is a higher degree of welfare provision for older
people, including universal pension schemes. Whilst rapid growth and
demographic ageing, most notably in China, has generated increased
resources and increased demand for welfare provision (Feng et al., 2012).
However, as Lloyd-Sherlock and colleagues (2012) note the relevance of a
focus on pensions provision to older people in poorer countries is
questionable. In low-income countries, the state generally has a narrower
role and more limited capacity to provide effective public social welfare, and
national and international welfare priorities tend to emphasise the needs of
other age groups. Where countries have adopted or extended social pension
schemes funded directly by general taxation, this has been justified through
generational interdependencies. In poorer households, it is often the case
that all income, including pensions, is pooled at the household level with
younger generations often being the greater beneficiaries than, the older
persons themselves (Lloyd-Sherlock, 2000; Prince et al., 2016). As such this
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reinforces claims for intergenerational solidarity at the household level (Help
Age International, 2004; Schwartzer and Querino, 2002).

Whilst there is a general focus on wealth transfers across generations there
also remain concerns that intragenerational inequalities are often more
relevant than intergenerational redistributive effects (a point we return to
later). For example, after recent pensions reforms in Germany (Bicker and
Koch, 2003; Nullmeier, 2004) and Sweden (Stdhlberg, 1990) gender
inequalities seem stronger than generational imbalances. This imbalance is
also evident in tax and housing policies in some post-communist countries
(Lux et al., 2009), which have not been fair or tenure neutral and have
supported and strongly favoured intergenerational transfers of wealth of the
richest at the expense of others. Where pension schemes are available in low-
income countries only a minority of the population is covered, with notably
low take up in rural areas and amongst women. For those with limited
income, it is often difficult to defer resources from working years to later life
in the manner designed by most pensions systems. Even where contributions
are made, the returns are often insufficient to maintain even the most basic
livelihood (Lloyd-Sherlock, 2000).

Weak governance in low-income countries limits the extent to which
changes in regulation and practice will address such inequalities (which are
often deeply embedded in cultural and social norms - a point we return to
later). Within richer nations, however, one means of addressing
intragenerational differences is through reform of inheritance law to break up
the perpetual cycle of wealth inequality through intergenerational transfers.
In the Anglo-Saxon countries, for example, there are calls for a shift in the tax
burden from the decedent to the inheritor (like in most Continental European
countries), as an incentive to distribute estates more widely (Gamble and
Kelly, 1996). However, the unpopularity of inheritance tax among the voting
public makes it a politically contentious issue. Research in wealthier nations
tends to show low public support for inheritance taxes (e.g. Mirlees et al.,
2011). Why inheritance tax is so unpopular however remains a mystery since it
has the potential to be progressive and benefit rather than harm a greater
number of people (Dowding, 2008). One theory is that whilst income tax is
taken from source — the tax payer has never actually had the money in their
possession — wealth (inheritance) tax is taken from financial resources
(savings, assets) perceived to be in possession of the tax payer (Dowding,
2008) and which potentially have already been subject to taxation. Another
reason may be the links to generational interdependencies, and the strong
preferences to bequest personal wealth to children and other relatives (inter
alia Prabhakar 2012; Rowlingson 2006; Rowlingson and McKay 2005).
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The governance and financing of welfare, therefore, varies due to the impact
of demographic change and population ageing, which differs across countries
and populations. Among other things, this has direct implications for the type
of welfare state or care regime that exists and the role that governments need
to play, in financing welfare and supplementing non-state action.
Contributory pension reforms, and to some extent inheritance tax, may be
pitched as a fiscal solution to the problems of inequalities in ageing societies
in many nations. However, their relevance to older people’s concerns is quite
limited in low and middle-income countries where contributory pension
coverage is limited.”

Assets, social inequality and life chances

In addressing intragenerational inequalities, some scholars have called for a
more equal distribution of wealth, where everyone should have a stake in
companies, property and other assets (Gamble and Prabhakar, 2006;
Sherraden 1991). This raises important concerns about the role of
generational interdependencies in respect of future welfare and the uneven
geographies of the accumulation and decumulation of assets and resources.

There is no doubt that the transmission of resources and the manner of their
acquisition are playing an increasingly important role in determining social
divisions and life chances (Forrest, 2008; Spilerman, 2000) on a global scale.
The limited available evidence suggests that the transfer of private assets and
resources varies considerably not only between different countries, but within
countries, regions and municipalities along socioeconomic and rural/urban
divides (Aboderin, 2004; Knodel et al, 2007; Lloyd-Sherlock and Locke, 2008;
Schroder-Butterfill, 2004; Schroder-Butterfill and Kreager, 2007). For instance,
recent evidence from the German Federal Bank suggests that the wealthiest
households, measured as net assets, are not found in the wealthiest countries,
measured on a per capita basis (Panel on Household Finances (PHF), see
Deutsche Bundesbank 2013). This addresses not only the distribution of
wealth (and poverty) but also what kind of wealth is held by households such
as savings, pension entitlements or property. These individual wealth
resources are gaining increasing importance where governments are looking
towards asset-based welfare policies.

% In these countries, upgrading basic health services and extending social pension
schemes are likely to have a greater effect on older people’s welfare (Lloyd-Sherlock,
2000; Lloyd-Sherlock et al, 2012).
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