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Introduction

Literature and Theory

What are the major theories about saving and what would they imply about the age profiles of asset-based flows? 

Lifecycle saving (Andy)
This section needs to have lots of references added.
The lifecycle saving model is widely used to study saving with considerable disagreement as to whether it captures important elements of saving behavior and whether it is useful in understanding changes in aggregate saving over times and differences among countries.  

A key feature of the lifecycle model is that private economic agents, households or individuals, rely on assets to realize a lifetime consumption path that is constrained by the overall level of lifetime labor income but not the age profile of labor income.  The allocation of consumption across age is governed by tastes rather than by the current availability of resources.  

The model has found its greatest applicability to retirement with individuals accumulating assets during their working years in order to fund consumption after they are no longer working.  The lifecycle model can also readily be extended to consider how assets are used to fund the lifecycle deficit of the young.  In principle children could finance their own consumption by accumulating debt which they would repay during their working ages.  The credit would be extended by workers who might collect while they became retirees.  Thus, credit transactions across three generations could provide a means for shifting resources from the working ages to both young and old age.  
The extent to which the young rely on credit to deal with their lifecycle problem is relatively limited, however.  As we have seen in earlier chapters, children are relying almost exclusively on public and private transfers to meet their lifecycle deficit.  

The simplest early versions of the lifecycle model characterized the economic lifecycle in very simple terms.  The lifecycle consisted of two stages – work followed by retirement.  Individuals accumulated assets during their working years and relied on asset income and dis-saving during their retirement years.  

The age at death was known and, hence, individuals could plan with certainty to accumulate just the amount required for retirement and no more.  Thus, bequests either planned or accidental are zero.  Uncertainty about the age of death can be introduced into the lifecycle model by assuming that individuals participate in costless annuities.  Under these conditions each individual saves enough to meet the average needs of the members of their cohort.  Those who live long rely on the assets of those who die young to fund their retirement and, again, bequests are zero.  
Many studies have added more realistic features of the economic lifecycle.  Of particular interest here is the introduction of children into the model.  One approach takes individuals as the unit of the analysis and treats children as though they are accumulating debt in order to fund their lifecycle deficit.  Of course, the idea is that parents (or perhaps taxpayers) are doing this on their behalf.  The individual model provides a convenient way of modeling how the existence of children and variations in their number would influence aggregate saving. 
An alternative approach uses the household as the unit of analysis and explicitly models how variation in the number of children influences the demographic composition of households and hence its lifecycle saving pattern.  

The National Transfer Accounts methodology takes a middle path between these two approaches using the individual as the unit of analysis and explicitly estimating transfers from adults to children.  Thus, variation in the number of children influences net downward transfers from adults and the availability of resources that can be devoted to lifecycle saving.  

The lifecycle model has been used frequently to model the possible influences of public pensions on saving.  If the motive for saving is to accumulate assets to finance retirement, public pension programs directly undermine that incentive for saving.  Using a naïve life-cycle model public pensions could be expected to crowd out lifecycle saving dollar for dollar.
  

In many countries the elderly may rely on private, familial transfers for their old-age support rather than on public transfers.  Large scale public program are confined primarily to the industrialized countries and Latin America.  They play a much less important role in developing Asian countries and Africa.   Private transfers to the elderly bear on the lifecycle saving model in two potentially important ways.  First, private transfers may have the same effect on saving as public pension programs.  Social systems that emphasize large-scale familial transfers undermine the lifecycle saving motive.  The contraction or collapse of those systems would encourage lifecycle saving.  Second, the expansion of public pension programs may lead to a decline in private familial transfers rather than a change in saving.  
NTA estimates can be employed to assess how the lifecycle saving model is affected by a more realistic treatment of the economic lifecycle and transfer systems as they vary around the world.  We do that here with some very important simplifying assumptions.  The population is closed to immigration; age-specific mortality and fertility rates are constant; and, hence, the population is stable with a constant age structure and population growth rate.  Labor productivity is growing at a constant rate and interest rates are constant.  Both parameters are exogenously determined.  Labor income varies by age.  Individuals accumulate assets in the form of costless annuities and, hence, there are neither accidental nor intentional bequests.  The lifecycle deficit of children is financed entirely by transfers from adults.  Transfers to adults are financed by taxing adults.  Net transfers must sum to zero.  The effect of population aging on adult transfer programs is accommodated by increasing taxes and reducing benefits by equal amounts.  The shape of the cross-sectional age profile of consumption is fixed but its level is endogenously determined by the lifetime budget constraint.  Transfers to children are also endogenously determined because they are equal to the difference between their consumption and their labor income.   
The baseline parameters of the model are as follows.  Survival rates are based on recent estimates for the U.S., the population growth rate is set to 0.5 percent per year.  The interest rate and discount rate are set to 0.06; labor productivity growth is 1.5 percent per year; age profiles of labor income and consumption and transfer inflows and outflows are based on Taiwan 1998 estimates.  A detailed description of the model is available on the NTA website:   www.ntaccounts.org.  
Figure 1 shows lifecycle flows for the naïve lifecycle model, i.e., one in which there are no children and adults rely entirely on saving to meet the lifecycle deficit at older ages.  Their consumption and labor income paths are those estimated for Taiwan.   
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Figure 1.  Asset-based reallocations for the naïve lifecycle model (no children, no transfers) with economic lifecycle estimates from Taiwan 1998.  
This particular implementation accommodates some consumption at young adult ages financed by accumulating debt.  The key features of the profiles of interest here, however, are the following.  Adults begin to save in their mid-twenties and continue to save until they reach their mid-sixties.  Saving exceeds asset income for those between their mid-twenties and their mid-fifties.  Individuals in these age groups are experiencing net outflows due to asset-based reallocations.  By the mid-fifties, however, asset-based flows turn positive.  Individuals are saving only part of their asset income and part is being used to fund consumption.  Individuals who are in their mid-sixties or older are dis-saving, relying both on asset income and dis-saving to meet their lifecycle deficits.   

Figure 2 shows how the results of the lifecycle model is affected by the introduction of child transfers.  Net transfer inflows are positive for those under the age of 23 and negative for those who are older.  The inflows to children are very substantial in Taiwan because of the high level of spending on education.  The net outflows reach a peak for adults in their forties and decline fairly rapidly thereafter.
  The most apparent change from the naïve model shown in Figure 1 is that the magnitudes of asset-based reallocations and the components are generally much smaller.  This outcome merely reflects the reality that consumption will be lower at all adult ages when there are large-scale transfers to children.  Because consumption during retirement will be less, lifecycle saving will be less, assets and asset income will also be reduced.  
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Figure 2. Asset-based reallocations for the lifecycle model, downward transfers to children, no upward transfers, economic lifecycle and transfer estimates based on NTA for Taiwan 1998.   

An interesting feature of the asset-based reallocations profiles is the relatively young age at which asset-based reallocations turn positive – age 50.  In the simulation people are earning more than they consume until age 58, but because of the downward transfers to children they are beginning to rely on asset-based reallocations to supplement their resources throughout their 50s.  This outcome is quite different than the conventional wisdom that the period immediately prior to retirement is particularly well-suited to saving toward retirement – children are raised; income is at its peak.   Contrary to this wisdom, childrearing is not complete.  In Taiwan the mean age of childbearing is close to 30 and transfers to children continue until they are in their early- to mid-twenties.  Child costs are particularly high for older children.  Moreover, individuals in their 50s may be bearing some of the cost of grandchildren.  Finally, labor income in Taiwan peaked in the mid-forties (in the cross-section).  All things considered the thirties and forties are conducive to retirement saving in Taiwan, not the fifties.  
In Figure 3 we allow for net transfers from workers to the elderly.  The shape of the age profile is determined by the shapes of the outflows and inflows for adult transfers in Taiwan in 1998.  The level has been adjusted as explained above to accommodate changes in age structure.  Given the steady-state age structure implied by the demographic assumptions, twenty-three percent of the population is over the age of 60.  This is substantially more than is the case in Taiwan in 1998.  Thus, the per capita inflows are about 5 percent less than was the case in 1998.  

Net transfer inflows for the elderly are quite large and meet a major portion of the retirement needs of the elderly.  Asset-based inflows for the elderly are correspondingly small.  Those between the ages of 65 and 85 are relying to a small extent on asset income and dis-saving to support their retirement.  After age 85, the small amounts of assets held by the elderly are entirely depleted and the elderly rely on transfers.  

Asset-based inflows are most important to those who are in their forties.  This is a striking result given that this is the very age range during which labor income is at its peak.  The inflows are not a consequence of high consumption by those in their 40s, however, but a consequence of the transfer burden faced by those in their 40s who are making substantial transfers both to children and to the elderly.  
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Figure 3. Asset-based reallocations for the lifecycle model, downward and upward transfers allowed, economic lifecycle and transfer estimates based on NTA for Taiwan 1998.

These alternative lifecycle models have enormous implications for the steady-assets maintained to meet pension needs.  With no children or transfers to the elderly, assets are 6.9 times aggregate labor income.  Including transfers to children reduces assets to 5.7 times labor income.  Including transfers to the elderly reduces assets to 1.0 times aggregate labor income.  
	
	No children, no transfers
	Transfers to children, but not to the elderly
	Complete model of transfers

	Assets/Labor Income
	6.90
	5.66
	1.03


Before moving on it is important to emphasize the steady-state analysis considered here is suggestive but cannot be directly employed to interpret observed asset-based reallocations in Taiwan.  The cross-sectional data for Taiwan and others considered below is not a realization of steady-states.  All of the variables held constant in the case of this simulation are varying over time in fact.  Moreover, the history for each age group is very different than for other age groups.   A good deal more can be said here or elsewhere.  
Bequests (Andy)
Buffer stock/liquidity constrained (Marjorie)
Dowry, bride price, etc
Other

Asset-based Flows

Assets provide an important vehicle for reallocating resources across age groups.  Saving, the accumulation of an asset, generates an outflow.  In subsequent periods, the asset yields asset income or can be dis-saved, in either case generating an inflow.  Thus assets can be used to reallocate resources from one age to another.  Many assets, e.g., capital, can only be used to reallocate resources from one to later ages.  Credit is an exception because individuals can accumulate debt at one age, generating an inflow, with the obligation of paying interest and repaying the debt at later ages, generating an outflow.  In this way, assets can be used to shift resources from older to younger ages.  There are limits to this process, however, in the form of constraints on indebtedness and laws that prohibit children from entering into legally binding contracts.  

Although the role of assets-based flows can best be understood by describing the behavior of individuals or cohorts over time, the NT Flow Account measures flows in a given year.  In other words, the accounts provide a cross-sectional profile rather than a longitudinal profile.  This greatly complicates interpretation of asset-based flows which are influenced by the distinctive history of each cohort, varying expectations about the future, and idiosyncratic effects associated with a particular year.  
Asset-based flows are constructed separately for the public and the private sector.  Asset-based flows arise for the public sector to the extent that governments accumulate debt or, less frequently, financial assets.  Governments also may have programs that extend credit to individuals or to firms.  In this draft, however, we will confine our attention to private asset-based reallocations.  
Private asset-based flows

Private asset-based reallocations are defined as:
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The definition holds for either per capita flows or aggregate flows.  Private flows include all asset-based inflows to and outflows from the private sector, NPISHs, financial and non-financial corporations, and households.  Private asset income and private saving are calculated in a manner that maintains consistency to the extent possible with the 1993 UN System of National Accounts, the current system of accounts.   

Asset income

Assets are composed of capital, credit, and other property income.  Private capital income is an estimate of the return to capital that consists of the operating surplus of corporations, the operating surplus of households, and the asset income of unincorporated businesses.  The operating surplus of households is the net return to owner-occupied housing.  The asset income of unincorporated businesses is not distinguished in national accounts.  It is a component of mixed income which also includes the labor income of non-employees working in unincorporated businesses.  Empirical studies estimate about two-thirds of mixed income is a return to labor and about one-third is a return to capital and these ratios are used to estimate capital income.  
Interest is the asset income associated with credit.  All interest inflows are matched by interest outflows and, hence, total net interest is zero.  For the private sector, however, net interest will not be zero to the extent that there are interest flows to and from the public sector and to and from the rest of the world (ROW).  

Other property income consists of dividends, rent, and some other flows described in more detail in the NTA methodology.  Note that rent as used in national income accounts refers to payments for land and royalties paid for fossil fuels and subsoil minerals.  As with interest, all other property income has a counterpart flow.  
The age profile of asset income is estimated from household income and expenditure surveys.  Of course, some portion of asset income is not distributed to households and, hence, is not captured by household surveys.  The important assumption here is that income distributed to households and income not distributed to households have the same age pattern.  

The estimated per capita age profile for Japan 2004 is shown in Figure X1.   Capital income is a much more important source of asset income than either net interest or other property income.  Capital income is heavily concentrated among older Japanese, peaks in the late 70s and then declines very sharply.  Interest income is also an important source of asset income for older Japanese.  Note that net private interest is a strong positive reflecting the very large amount of credit extended to the government and to the rest of the world, particularly the U.S.
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Aggregate private asset income reflects the population age distribution as well as the per capita flows and, hence, aggregate asset income is concentrated at a somewhat younger age.  The peak is concentrated in the late 50s and 60s.  
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The next two graphs present the per capita profiles for each of the components of asset income.  Private capital income consists of the operating surplus of corporations, the operating surplus of households, i.e., income from imputed rent, and asset’s share of mixed income.  A small component is taxes on production and import less subsidies attributed to asset income.  In the next version of the paper this will be incorporated into each of the components of asset income.  The most distinctive feature of the profiles is that capital income from owner-occupied housing is quite substantial although well below the operating surplus of corporations and that its age profile is very different – flat between the late 40s and early 80s.   
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The private per capita interest profile is presented in the next figure.  Consumer interest refers to net interest for credit extended to households.  The age-reallocation is from younger to older ages, i.e., net interest income is negative for young and middle-aged adults and positive for older adults.  Public interest refers to credit transactions between the government and corporations. Other interest is net interest on credit transactions involving financial and non-financial corporations.  In a closed economy both public and other interest inflows and outflows would cancel generating no age reallocations.  But in Japan interest inflows substantially exceed transfer outflows because of credit extended to ROW.  The result is a large interest inflow to older adults.  
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Saving and Asset-based reallocations

Private saving is the final component of asset-based reallocations.  Saving generates an outflow while dis-saving generates an inflow.  Asset-based reallocations generate an outflow if saving exceeds asset income, i.e., if all asset income plus some portion of labor income is saved.  This is sometime referred to as active saving.  As a general rule aggregate saving is less than aggregate saving income, i.e., consumption exceeds labor income.  Were this not the case the country would be dynamically inefficient, i.e., reducing saving rates would allow consumption to be increase in current and all future periods.  In the case of Japan, asset-based reallocations produced an aggregate inflow of approximately 70 trillion yen.  
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Young adults, those in their 20s and early 30s were dis-saving – either drawing down assets or, given their young age, accumulating debt.  Saving exceeded asset income in 2004 Japan only for relatively young adults, i.e., those in their 20s and early 30s.  Asset income for these young adults was negative until age 28 when it first turns positive.  Dis-saving combined with asset income generated an asset-based inflow at these young ages.  From the early 30s until the late 50s saving rises linearly with asset income.  Over this age range asset-based reallocations are remarkably stable at about 250,000 yen per year.  At age 50, for example, asset income is about 1,000,000 yen per year of which 750,000 yen is saved and the remainder is consumed (by those who were 50 or by those to whom 50-year-olds made transfers).  Starting from the mid-50s, however, there is a dramatic increase in asset-based inflows.  Over this age range asset income is rising and saving is declining.  At the peak asset-based reallocations (age 66) asset-based reallocations are almost 1.2 million yen per year.  

The pattern at older ages is quite interesting.  Asset income rises more or less steadily with age until the late 70s.  After declining in the late 50s and early 60s, saving also begins to rise with age again also reaching a peak in the late 70s.   The magnitude of asset income, saving, and asset-based reallocations all decline with age for those in their 80s.  At the very oldest ages, asset-based reallocations have dropped to a very small value.  The reliability of estimates at the upper end of the age range is an issue that deserves some additional attention, however.  

There are many potential pitfalls in interpreting these estimates.  First, asset income and saving are household variables that are classified according to the age of the household head in NTA.  This is particularly important to keep in mind with reference to the age profiles of the young and the old.  Household heads in these age groups may have very different economic circumstances than household members.  Second, the profile is a cross-sectional, not a longitudinal profile.  The assets and asset income at each age will reflect potentially very different economic histories.  Economic growth was very rapid in Japan before the 1990s and, hence, lifetime earnings of cohorts varied enormously with obvious implications for accumulating assets.  Asset prices in Japan have also varied, appreciating rapidly during some periods before dropping precipitously with the bursting of Japan’s asset bubble.  Third, any additional to variation in asset prices, the value of assets held by any age group depend on asset transfers, as well as, saving.   Saving more or less measures assets accumulated by devoting current product to domestic and foreign investment.  Assets transferred from one age group to another may also have a profound affect on the age profile of assets and asset income.   Asset transfers include bequests, large transfers at the time of marriage, and large transfers that occur for example when individuals living independently decide to co-reside or when the elderly transfer their home to adult children with whom they were already living.  Capital transfers are difficult to measure and reliable estimates are not yet available.  A fourth concern is that economic flows in any years also reflect idiosyncratic features of that year.  Perhaps lagging consumer confidence has led to an increase in saving at all ages; or changes in interest rates have led to a shift in asset income 

Despite the dangers of interpreting these results, it does seem clear that asset-based reallocations in Japan are very different than those we would expect in a conventional lifecycle model.  In the simple lifecycle saving model, asset-based reallocations would be negative during the prime working ages, as discussed above, and would be positive at old ages.  In the case of Japan, however, asset-based reallocations are positive at all working ages.  Moreover, the elderly are not financing their consumption by dis-saving.  At the same time, the elderly are relying heavily on asset-based reallocations to finance their consumption to a substantially greater degree than young adults.   In this sense, the standard lifecycle model has important applicability to the situation in Japan.  

Comparison with conventional measures of saving (Beet)
How do asset-based flows in NTA compare with conventional measures of saving

Asset-based intra-household transfers
Asset-based reallocations are undertaken exclusively by the household head in the NTA system and, thus, asset-based inflows and outflows for the household are assigned to the age of the household head.  This is a convenient approach and has the advantage of consistency with conventional measures of household saving by age of head.  An obvious drawback, however, is that asset-based inflow and outflows are to the head by definition even though other household members may be consuming far more than they are earning or earning far more than they are consuming and, thus, have a major impact on asset-based reallocations.  

For some countries participating in the NTA project it is possible to track intra-household transfers to household members that are financed by asset-based reallocations, i.e., out of asset income or by dis-saving.  It is also possible to calculate intra-household transfers from household members to the head that are saved.  Thus, we can assess the extent to which household members are influencing the asset-based reallocations of the household.  

The purpose of this section is to present in more detail the analysis of asset-based intra-household transfers and to illustrate the analysis using estimates for Taiwan in 2003.  Detailed estimates for other countries will be incorporated into the draft as they become available.

I.  
Intra-household transfers

Intra-household transfers occur when one or more household members consume more than their disposable income, defined as labor income plus net public transfers plus net inter-household transfers less consumption.  Household members in deficit have only one alternative source of income – intra-household transfers.  Thus, intra-household transfer inflows is determined as an identity give consumption and other sources of income.  (?)

The analysis presented below requires information, as well, about the source of these inflows – from what age groups and using what economic resource.  The method used in NTA is as follows.  There are three potential sources for intra-household transfer outflows:  1) surplus disposable income, 2) asset income, and 3) saving.   Some household members have income in excess of their consumption.  Those who do are “taxed” to support the consumption of those with a deficit.  The surplus of each member is taxed at the same household specific rate.  Disposable income not depleted is transferred to the head and saved.  If the disposable income of the household is insufficient to finance the consumption of the household, asset income is transferred to household members still in deficit.  Any asset income not required for this purpose is saved by the head.  Finally, if these sources are insufficient the household must draw down its assets.  The household head dis-saves and transfers those resources to household members who remain in deficit.  

Intra-household transfers also arise because owner-occupied housing and consumer durables yield income that by assumption accrues to the household head and is transferred in part to household members who consume the services produced by those household assets.  Given the essentially automatic nature of these transfers, they are not included in the analysis presented below unless otherwise indicated.

Per capita intra-household transfer inflows and outflows by age for Taiwan in 2003 are reported in Figure 1 as well as intra-household transfers funded out of disposable income.  The values, and all others reported in this section, are normalized by dividing by average labor income of individuals aged 30 to 49.  The bulk of the transfer inflows are to the young, those about 5 to 25.  Transfers to finance education are very important in Taiwan.  Intra-household transfers to the old are also important.  These are needed to support health and other consumption.  The transfer outflows are primarily from the prime working ages.   The greatest burden is placed on those in their forties who are funding transfers to both children and the elderly.  

A striking feature of Taiwan is that almost all of the intra-household transfers are financed by the disposable income of household members.  A small portion is financed out of asset income or dis-saving.

Figure 1
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Another interesting feature of this figure is that transfers from disposable income are insufficient in particular to meet the needs of teens and young adults.  They have high educational expenditures and generate the largest intra-household transfers funded by relying on asset income or drawing down assets.  Older adults also receive transfers financed out of asset-based reallocations.  This is an interesting result in that it suggests that asset-based reallocations are being used to finance consumption, especially spending on education, by teens and young adults.  This is quite different than the conventional lifecycle model that emphasizes the deficit of older adults.  

Figure 2
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For the most part, asset income is relied on to a greater extent than dis-saving to fund intra-household transfers.  This is true even for transfer to children.  Although their parents may not have accumulated substantial assets, children may be living in extended households and relying to some extent asset income of their grandparents. Note also that the amounts involved are relatively modest – the peak transfer from asset income is only .04 or 4% of the average labor income of a prime-age adult.  The estimates at the oldest ages are very noisy and hence it is somewhat difficult to judge whether asset income or dis-saving is more important.  Transfers to newborns from asset income are exceeded by transfers from dis-saving but again the amounts are small.  

II.  
Saving

In this section we examine the other side of the coin.  Which household members have a surplus after the consumption needs of the household are met?  These are the funds that are transferred to the head and contribute to household saving.  Two age profiles associated with this surplus are shown in Figure Y3.  One is the per capita outflow from household members with a surplus, i.e., their contribution to household saving.  The second is the per capita inflow to household heads who then save the intra-household transfer.  Again the profiles are normalized using average labor income of individuals aged 30-49.

Figure Y3.
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The intra-household transfer outflows that contribute to household saving are predominantly from younger household member – those in their 20s and early 30s.  Young workers living with their parents are contributing in an important way towards household saving.  At the peak the amount transferred for this purpose exceeds 20 percent of the labor income of a prime-age adult.  On average the greatest inflows are to older heads presumably the parents of young workers.  But a significant portion of the inflows are to younger heads who presumably are spouses or possibly siblings of those making the transfers.    

Household saving consists of both the surplus transferred to the head by household members and the surplus of the household head.  These two are compared in Figure Y4.  The saving attributed to non-heads is the transfer outflow shown in the previous figure.  The saving for heads is the surplus income after the head has paid for own consumption and transferred resources to other household members to finance any of their consumption needs.  The income of the head includes asset income and inter-household transfers.    Marjorie:  Actually the saving for household head in Figure 4 only includes surplus disposable income of household head (that is, excluding asset income).  If we want to know the total saving of household head (out of disposable income and
 excess asset income, that is, asset income left after transferring to members with deficits), please look at Figure 5, which I recently added.


Figure Y4.  
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The age profile for saving out of the head’s personal resources is very much concentrated in the prime working ages, from the mid-30s until the late-50s.  An interesting feature of profile is the dip in saving around the mid-40s.  Perhaps this occurs because at this age the head must finance the current deficits of both children and parents.  This is quite speculative, however, unless this is a persistent feature of the profile for Taiwan (or other countries) which can be determined by constructing estimates for additional years.  

The contribution to saving by older household heads is substantially less, about 5 to 10 percent of the average labor income of a prime-age adult, than the contribution by those in the prime working ages.  Marjorie.  Do these calculations just include the saving by those who are saving, but not the dis-saving by those who are dis-saving.  (Yes, only those who are saving)

Figure Y5:
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Younger adults are also making an important contribution to household saving as is clear in the previous figure (the outflows).    Marjorie. Can we stack the non-head profile on top of the head profile so that we have the cumulative profile.  We already can see the non-head profile from the previous graph.    (Yes, please see Figure Y6)

Figure Y6:
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III. Intra-household transfers Asset-based reallocation

Marjorie:  I’m a little unclear about this section and its significance.  What do you think we learn from this?  Isn’t this only a part of the asset-based reallocations?  I would find it useful if you could construct a table that would show the NTA asset-based reallocations decomposed into the different constituent parts.  

I deleted this section since asset income and saving are already part of Figures 5 & 6. What components of NTA asset-based reallocations do you want to include?  Is it something like the following: ? 

ABR


Asset Income

Entrepreneurial income

Property income

Imputed rent less interest payments on housing loans

Less: Interest expense on non-housing loans.  
Less: Saving

      Saving of Non-household head

      Saving of Household head

APPENDIX:

The following includes the technical definition of variables and how they are derived:

Current Deficits (i,j) = [Health Consumption of individual i in household j  + Education Consumption (i,j) + Other Consumption (i,j) – Disposable Income (i,j)] < 0

Disposable Income (i,j) = Labor Income (i,j) + Net Interhousehold Transfers (i,j) + Net Public Cash Transfers (i,j) if i = household head 

= Labor Income (i,j) + Net Public Cash Transfers (i,j)  if i =non-household head 
TFWI(i,j) = total current intra-household inflows to individual i in household j

 TFWO(i,j) = total intra-household outflows from individual i in household j to finance  current deficits of other household members.  

TFWI_D(i,j) = intra-household transfer inflows, financed by the disposable income of the giver, to individual i in household j 

TFWO_D(i,j) = intra-household transfer outflows of individual i, who finances the transfers through his disposable income, in household j then we will have the following normalized age profiles.

TFWI_A(i,j) = intra-household inflows of asset income to individual i in household j still experiencing current deficits after the first transfers of other members’ disposable income 

TFWO_A(i,j) = intra-household transfer outflows of asset income from household head i in household j to finance remaining current deficits of household members.  

TFWI_B(i,j)  = intra-household transfer inflows to member i in household j from household head who financed the transfers by borrowing
.  

TFWI_B(i,j) = Current Deficits (i,j) – TFWI_D(i,j) – TFWI_A(i,j)

TFWSI(i,j) = intra-household transfer saving inflows received by the household head i in household j
TFWSO(i,j) = intra-household transfer saving outflows given by household member i in household j

TFWS_NonH (i,j) = intra-household saving by non-household head individual i in household j, which is equal to TFWSO(i,j).

TFWS_HD(i,j) = intra-household saving by household head individual i in household j out of his excess disposable income (that is, disposable income left after providing for own and other members’ current deficits)

TFWS_HA(i,j) = intra-household saving by household head individual i in household j out of his excess asset income (that is, asset income left after providing for own and other members’ current deficits)

TFWS_H(i,j) = TFWS_HD(i,j) + TFWS_HA(i,j) 
Asset related intra-household transfers (Marjorie) 

Asset-based Flows around the World (Marjorie: Compile data and create graphs)
Asset income

Saving

Asset-based reallocations
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� There are a number of reasons why the effect would be less than one-to-one.  For example, an expansion of public pension programs will reduce the lifetime consumption of participants because the rate of return on public pension programs is less than the rate of return on capital.  Thus participants will reduce their consumption at all ages.  


� The age profile of transfer outflows to children is assumed to be proportional to the age profile of all transfer outflows for adults.  An issue that might be interesting to explore is whether the profile for outflows to children is different than the profile for outflows to adults.  These cannot be distinguished for public transfers, but for private transfers the profiles will differ.  





�So income of household head then includes net intra-hh transfers & asset income, in effect. And therefore, saving is surplus income after head provides for own & other members’ deficits.


�and TFWO_B(i,j) be the intra-household transfer outflows from household head i in household j then we can illustrate this below
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