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INTERGENERATIONAL TRANSMISSION OF WELFARE BENEFIT

RECEIPT: EVIDENCE FROM GERMANY

BY REGINA T. RIPHAHN* and JENNIFER FEICHTMAYER

Friedrich-Alexander-University Erlangen-Nürnberg

We study the intergenerational transmission of welfare benefit receipt in Germany. We first describe
the correlation between welfare receipt experienced in the parental household and subsequent own wel-
fare receipt of young adults. In a second step, we investigate whether the observed correlations reflect
causal effects of past welfare experience. We use family fixed effects estimations and Gottschalk’s (1996)
approach and take advantage of the long-running German Socio-Economic Panel Survey to contribute
to a sparse literature. We find strong positive correlations between parental and own welfare receipt.
These patterns do, however, not persist after controlling for unobserved heterogeneities. Therefore, our
results suggest that the strong intergenerational correlation of welfare benefit receipt is determined by
family background rather than by the experience of parental welfare benefit receipt.

JEL Codes: I32, I38, J62, C36

Keywords: causal effect, family fixed effects, Gottschalk estimator, intergenerational mobility, social
assistance, welfare

1. INTRODUCTION

It is well known that parent well-being affects child well-being. Intergen-
erational transmission patterns are studied intensely as the transmission of
disadvantage from parents to their children indicates inequality of opportunities.1

This paper investigates the intergenerational transmission of participation in
means-tested minimum-income protection programs. The purpose of such welfare
programs is to lift households from the most pressing economic troubles and to
protect the next generation. If, however, welfare programs cause welfare receipt
to be passed from generation to generation then these programs do not work
properly for the young. Instead, they impose negative externalities and harm the
next generation. Here, welfare reforms that reduce parental participation can be
beneficial and pay off for the next generation, as well.

Various mechanisms may determine the intergenerational transmission of
welfare benefit receipt: after experiencing parental welfare receipt youths may be
better informed about application procedures and institutional features; they may

We thank Libertad González, Kristiina Huttunen, Kundu Anustup, Che-Yuan Liang, and partic-
ipants of the 33rd Annual (virtual) Conference of the European Association of Labour Economists
(EALE) 2021, the 77th Annual Congress of the International Institute of Public Finance 2021, and
the Annual Meeting of the German Economic Association 2021 for helpful comments and suggestions.
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1For an early survey see, for example, Black and Devereux (2011). Later contributions on the

transmission of earnings, education, and place-based effects are, for example, Adermon et al. (2021),
Blanden (2013), and Chetty and Hendren (2018a, 2018b).
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be affected by parental role models and be less subject to stigma concerns; they may
know less about the labor market, and receive less parental support with respect to
human capital investments or labor market networks, compared to peers who grow
up without welfare. If the experience of welfare receipt in the parental household
increases the next generation’s welfare receipt by any such mechanism the welfare
program has negative externalities. Internationally, most studies confirm positive
intergenerational correlations of welfare benefit receipt, but the evidence on causal
effects is mixed.

Most of the literature on the intergenerational transmission of welfare covers
either the United States or Scandinavian countries such as Sweden and Norway.
We are the first to offer evidence on the recent intergenerational transmission of
welfare receipt for Germany which provides an interesting laboratory to study the
causal transmission of welfare benefit receipt and the existence of what the litera-
ture termed a “welfare trap”. Germany is a relevant intermediate case as it ranges
between the Scandinavian countries and the U.S. with respect to income inequality,
the prevalence of poverty, and the generosity of minimum income protection and
social spending (OECD, 2019). Germany has much lower poverty rates after taxes
and transfers than the U.S. but higher ones than Sweden (Immervoll et al., 2022).
The institutions of the welfare state affect the effectiveness of minimum income
protection including its intergenerational effects; therefore, a comparison of inter-
generational transmission effects across the different national welfare systems (e.g.,
following Esping-Andersen, 1990, liberal vs. conservative vs. social-democratic sys-
tems) can be informative. While the German welfare system protects the poor com-
paratively well, we do not know yet whether this relatively generous system also
succeeds in an intergenerational perspective, that is, by protecting the next genera-
tion from inherited dependence. This is our research question.

We contribute to the international literature on intergenerational welfare
transmission by offering evidence from more than three decades of survey data.
Long-running longitudinal data on parents and children are required to examine
the transmission of welfare across generations. For most countries, such data is
not available. The German Socio-Economic Panel Survey allows us to study the
transmission of youth welfare experience for individuals born 1969–1991. We can
consider parental welfare receipt when the youth is 10–18 years old and investigate
its association with the young person’s own welfare receipt at ages 25–29. Thereby
our analysis uses wider observation windows than much of the prior literature.2

In a first step of our analysis, we describe the correlation between parent
and child welfare receipt. We study the correlation patterns before and after a
major welfare reform which is useful to assess the sensitivity of correlation patterns
to institutional change. In contrast to much of the literature which focuses on
mother-daughter pairs, we compare outcomes for young men and women and
separately evaluate the transmission from fathers and mothers. Our data allow

2Appendix Table A.1 characterizes the number of years of observations used in prior stud-
ies (see columns entitled “Exposure (t0)” and “Own welfare (t1)”). For parental welfare receipt,
Beaulieu et al. (2005) can use 10 years of observations. However, several contributions have fewer years:
Antel (1992) and Levine and Zimmerman (1996) observe parental welfare receipt only for 1 year, Edmark
and Hanspers (2015) use only 3 years, and Boschman et al. (2019) 2 years of child welfare outcomes in
adult age.

© 2024 The Author(s). Review of Income and Wealth published by John Wiley & Sons Ltd on behalf of
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us to describe the relevance of the age at which youths are exposed to parental
welfare receipt and thus to determine the most impressionable years (Krosnick
& Alwin, 1989). We look into the potential mediation effect of child educational
outcomes.

In a second step, we address the potential impact of unobserved hetero-
geneities that render parental welfare receipt endogenous to the next generation’s
outcomes. In particular, parental characteristics, such as human capital, attitudes
towards work and family, health, addictions, and emotional well-being may affect
both generations’ welfare receipt and thus can generate spurious intergenerational
welfare correlations. To account for this, we consider the empirical strategy devel-
oped by Gottschalk (1996) and apply family fixed effects estimation. The two
approaches identify different effects and apply different methods to control for the
potential endogeneity of parental welfare receipt. If the identifying assumptions
hold, applying both methods allows us to get closer to answering the question of
whether parental welfare receipt causally affects the welfare receipt of the next
generation in Germany.

We find a strong intergenerational correlation in welfare outcomes for our three
welfare indicators. The correlations are larger for females than for males. We do
not find important differences in welfare transmission from fathers versus mothers.
Exposure to parental welfare receipt at the ages of 10–12 and 16–18 yields stronger
correlation patterns than in the 13–15 age window. Comparing the correlation pat-
terns before and after a major welfare reform we obtain inconclusive results and
cannot confirm that intergenerational transmission declined post-reform.

Both, the family fixed effects and the Gottschalk (1996) method identify causal
effects under certain, yet different assumptions. In our case, both strategies fail to
find evidence of a causal impact of parental welfare receipt on child welfare out-
comes. Thus, in the German institutional framework, it does not appear to be the
experience of parental welfare receipt that drives subsequent child welfare receipt
but the correlation of individual characteristics and circumstances in the child and
parent household. Levine and Zimmerman (1996) call this situation a “poverty
trap” as opposed to a “welfare trap”.

These results have clear policy implications as they show that it is not the char-
acter of welfare institutions themselves that leaves the offspring of welfare recipients
at an elevated risk of welfare receipt. Therefore, any initiative to reduce intergenera-
tional correlation in welfare receipt must not focus on the institutions of the welfare
system but address characteristics at the individual and household level and, for
example, improve human capital, health, and labor market involvement.

In the next Section, we summarize the state of the literature. Section 3 then
provides institutional background. We outline our empirical approach in Section 4
and describe our data in Section 5. Next, we present the results of our descriptive
analyses of intergenerational transmission patterns and of our causal estimates in
Section 6. Finally, we draw conclusions in Section 7.

2. PRIOR LITERATURE

While a broad international literature describes intergenerational correlation
in welfare receipt, fewer studies identify causal effects of minimum income pro-
grams; Appendix Table A.1 offers a brief characterization of prior contributions

© 2024 The Author(s). Review of Income and Wealth published by John Wiley & Sons Ltd on behalf of
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and their results. Early contributions applied structural estimation approaches
and U.S. survey data (Antel, 1992; Levine & Zimmerman, 1996) with opposite
results. While Antel (1992) concludes that maternal welfare use causally affects
daughters’ receipt, Levine and Zimmerman (1996) find only a correlation in
incomes. Gottschalk (1996) studies U.S. welfare transmission by applying event
study methods and confirms a causal relationship between mothers’ and daugh-
ters’ welfare receipt. Pepper (2000) compares alternative empirical approaches and
confirms a causal relationship. Hartley et al. (2022) use instrumental variables
and difference-in-differences strategies based on regional heterogeneities and find
that mothers’ welfare receipt increases the probability of their daughters’ welfare
participation. However, welfare reforms did attenuate the transmission. Finally,
Mitnik (2010) studies the intensive margin of welfare receipt; applying matching
and family fixed effects estimators he does not find causal effects.

There are only a few studies covering countries outside the U.S. Beaulieu
et al. (2005) exploit administrative data on social assistance receipt in Quebec,
Canada, and confirm causal intergenerational effects. Edmark and Hanspers (2015)
apply family fixed effects estimation to Swedish register data and find no causal
effects. In their study using administrative data from Norway, De Haan and
Schreiner (2018) apply bounds analyses with instrumental variables and con-
firm significant positive causal transmission effects. Boschman et al. (2019) and
Cobb-Clark et al. (2022) apply the Gottschalk (1996) approach to Dutch and
Australian administrative data, respectively, and find no significant causal effects
for social assistance benefits. Overall, the evidence on the causal intergenerational
transmission of welfare receipt is mixed.3

So far, little research has addressed intergenerational welfare transmission
in Germany. While there are a number of studies on income and unemployment
transmission, research on welfare receipt is limited. Closest to our analysis
is Siedler (2004): using early data from the German Socioeconomic Panel
(1984–2002) he investigates intergenerational correlation in social assistance
receipt. He focuses on young adults’ benefit receipt at age 22 or above, that is, at
an age when almost 40 percent of the sample still live in the parental household.
He applies regional characteristics as instruments as well as bounds analyses and
concludes that parental benefit receipt is exogenous. Therefore, the correlation
patterns are interpreted as causal effects.

3. INSTITUTIONAL BACKGROUND

The German constitution guarantees each resident the right to a “dignified
life”: if an individual or household cannot muster the financial means for a “digni-
fied life”, the person or household can demand the support of the state. Different

3The literatures on the transmission of disability and unemployment benefits apply similar meth-
ods with mixed results: Dahl et al. (2014), Dahl and Gielen (2021), and Grübl et al. (2020) confirm
causal intergenerational transmission while Ekhaugen (2009) and Maeder et al. (2015) reject it. Bratberg
et al. (2015) and Mueller et al. (2017) find causal transmission patterns for some family relationships but
not for others.

© 2024 The Author(s). Review of Income and Wealth published by John Wiley & Sons Ltd on behalf of
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Figure 1. Unemployment and welfare institutions for the working-age population in Germany before
and after the 2005 reform.

Source: Own illustration .

programs provide assistance for groups such as the unemployed, the elderly, the
disabled, and the poor.4 In our analysis, we jointly consider those branches of the
welfare state that provide means-tested minimum income support to individuals
below retirement age (for a similar strategy see Boschman et al., 2019).

As the welfare state underwent a major reform in 2005, we distinguish between
pre- and post-reform institutions (see Figure 1). We consider the receipt of social
assistance (Sozialhilfe) and unemployment assistance (Arbeitslosenhilfe) before the
reform and social assistance, unemployment benefit II (UB II), and social money
after the reform to capture means-tested minimum income support. We label the
combined institutions “welfare” throughout.

Before the reform, individuals could claim means-tested social assistance
(Sozialhilfe) if their household income, that is, the combination of earnings or
other income, unemployment benefits, or unemployment assistance, was too low
to cover the formally defined financial need of the household. Social assistance
provided general income support to the employed, the unemployed, and those out
of the labor force. In addition, those who had exhausted their insurance-based
unemployment benefits and those who were not (yet) entitled to unemployment
benefits were eligible for a second, tax-financed and means-tested unemployment
assistance (Arbeitslosenhilfe). Unemployment assistance replaced up to 57 percent
of previous net labor earnings and in most cases was provided without a time limit,
that is, at most until retirement.

On December 24, 2003, the reform law (Viertes Gesetz für moderne Dienstleis-
tungen am Arbeitsmarkt called “Hartz IV”) was passed which came into effect on
January 1, 2005. Its objective was to reduce transfer dependence and shorten the

4Poverty is established in a means test: first, the financial need of a given household is formally
determined. It consists of administratively fixed amounts for all household members plus housing expen-
ditures (rent and heating). If household income and wealth are too low to cover the thus calculated
financial need the household can claim government support. While institutional regulations are gender
neutral, females are more affected by poverty than males.

© 2024 The Author(s). Review of Income and Wealth published by John Wiley & Sons Ltd on behalf of
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transfer receipt period. Except for shortened payout periods, the unemployment
insurance benefit was not affected by the reform; Riphahn and Schrader (2020)
study the effect of the reduced payout period. Figure 1 summarizes the institutional
changes caused by the reform: the former unemployment assistance and social
assistance programs were combined in the new UB II program, a means-tested
and tax-financed benefit for those able to work. Since the reform, individuals who
exhaust their unemployment insurance benefit (i.e., UB I) or whose UB I claim is
insufficient to cover the household’s financial need may be eligible for UB II (pos-
sibly in addition to UB I). The UB II benefit covers the legally defined minimum
income (household financial need). Generally, all individuals—including those
who are employed or out of the labor force—can claim UB II if their household
passes the means test and if they are physically able to work at least 15 h per week.
Their children or other household members who are not able to work can claim
a similar benefit called social money (Sozialgeld). Independent individual claims
against the UB II system are possible starting at age 25; then, financial means are
compared to their needs for the young person or the person’s own core family.
Since the reform, the previous social assistance (Sozialhilfe) program is available
only for those who are not able to work, for example, due to sickness, disability, or
care responsibilities, and who do not have an employable household member.

The main change induced by the reform was the abolition of the unemploy-
ment assistance program. Individuals with high prior labor earnings who previ-
ously received unemployment assistance faced cuts: their benefit claims declined
and in addition, they had to pass more stringent means tests than before. Those
who received social assistance before the reform continued to be eligible for UB II
as long as they were able to work; for details on the German welfare system see
BMAS (2019, 2020).

Figure 2 describes the utilization of the welfare programs over time. The
absolute number of social assistance recipients (dashed line) increased since 1980
from below 1 million to almost 3 million individuals in 2004.5 Similarly, the number
of unemployment assistance recipients (dotted line) increased substantially over
time—since 1991 covering East Germany, as well. The thin dotted grey line presents
the sum of social assistance and unemployment assistance beneficiaries; as some
individuals may have benefitted from both programs the addition generates an
overcount. The unemployment assistance program disappeared in 2005. Immedi-
ately after the reform, the number of unemployment benefit II (UB II) recipients
(bold black line) surpassed 5 million basically continuing where the sum of the two
prior benefits left off. The number declined in subsequent years. The number of
social money recipients was constant at about 0.8 million and reflects individuals in
the household of UB II recipients who cannot work, that is, mostly children. After
the reform, the social assistance benefit was used only by individuals unable to work
at least 3 h per day and dropped. The figure suggests that the joint consideration
of the two means-tested programs of social and unemployment assistance before

5This covers welfare recipients who live independently (Hilfe zum Lebensunterhalt außerhalb von
Einrichtungen). The group of disabled individuals was supported by a different social assistance program
(Hilfe in besonderen Lebenslagen) and is not reflected in Figure 2.
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Figure 2. Utilization of welfare programs over time.
Source: Own depiction based on information from different sources. Until 1990 only West

Germany, starting 1991 East and West Germany. Social Assistance (recipients as of 31.12. annu-
ally) from https://www.destatis.de/DE/Themen/ Gesellschaft-Umwelt/Soziales/Sozialhilfe/Tabellen/
liste-hilfe-lebensunterhalt-empfaenger-zr.html [last accessed July 28, 2021]. Unemployment assis-
tance (annual average number of recipients), BA (2020), Arbeitslosengeld und Arbeitslosenhilfe
von 1991–2004 (Zeitreihen Monats- und Jahreszahlen); for earlier years: annual publications of
Amtliche Nachrichten der Bundesagentur für Arbeit (ANBA). Unemployment benefit II (UB II) and
Social Money recipients as of December each year: BA (2021), Strukturen der Grundsicherung SGB
II – Deutschland, West/Ost, Länder und Kreise (Zeitreihe Monats- und Jahreszahlen ab 2005), Table 1
(erwerbsfähige und nichterwerbsfähige Leistungsberechtigte).

and the UB II program after the reform generates a plausible reflection of welfare
receipt.6

4. EMPIRICAL MODEL AND METHODS

4.1. The Model

We are interested in whether the welfare receipt of young adults, that is, the
child generation, is associated with and potentially caused by experiencing the wel-
fare receipt of their parents. We follow the previous literature and model child i’s

6There is substantial non-take-up in the German welfare system of more than 40 percent of the
eligible population. However, this is moderate by European comparison (Eurofound, 2015, Table 1).
Also, other social policy programs in Germany feature even higher non-take-up rates (Bruckmeier &
Wiemers, 2018, Table 3). These authors point to a complicated benefit structure and argue the expected
utility of the entitlements as well as information costs and stigmatization explain take-up behavior. For
recent evidence see, for example, Bruckmeier et al. (2021), Bruckmeier and Wiemers (2017), and for the
pre-reform welfare system Riphahn (2001).

© 2024 The Author(s). Review of Income and Wealth published by John Wiley & Sons Ltd on behalf of
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welfare receipt (W i
C) in observation period t1 as a function of parental welfare

receipt (W i
P) in an earlier observation period t0:

(1) Wi
C = Wi

P 𝛽0 + ε0i
C.

The estimate of coefficient 𝛽0 reflects the unconditional intergenerational cor-
relation in welfare receipt. As this correlation may be affected by various factors, we
consider an extended specification that controls for a set of individual and house-
hold level covariates (X ) such as age, gender, migration background, and region of
residence:

(2) Wi
C = Wi

P 𝛽1 + Xi γ + ε1i
C,

where 𝛽 and 𝛾 are coefficients to be estimated. The estimate of 𝛽1 reflects the condi-
tional correlation of welfare receipt across generations. While it may not provide the
causal transmission effect, it quantifies the overall association between parent and
child outcomes. It is interesting to compare this association for different subgroups
and for different types of exposure.

Estimates of 𝛽1 can be interpreted as a causal effect only if parental
welfare receipt is exogenous, that is, uncorrelated with the error term ε1i

C.
However, this is unlikely if parent and child welfare participation are affected
by unobserved heterogeneities (e.g., tastes, preferences, biological factors, abil-
ities, or unobserved regional characteristics). Let parental welfare receipt be
modeled by

(3) Wi
P = Xi

P δ + εi
P.

Then, the error terms for child and parent welfare receipt may follow

(4) εi
C = 𝛼i

C + 𝜇i
C

(5) εi
P = 𝛼i

P + 𝜇i
P,

where 𝜇i
C and 𝜇i

P are uncorrelated random error components. If there are unob-
served family characteristics we expect corr(𝛼i

C, 𝛼i
P)≠ 0. This correlation causes a

bias in the OLS estimate of 𝛽 in Equations (1) and (2): the coefficient estimate mixes
the causal effect of experiencing parental welfare receipt in period t0 and the effects
of shared family unobservables.

In the first step of our analysis, we estimate the intergenerational correlation
of welfare receipt using two model specifications. In a basic specification, we do
not consider a detailed set of control variables. In an extended specification, we
account for heterogeneity along individual and parental background dimensions.
In particular, we control for characteristics of the individual (year of birth, gender,
immigration background, and parity, i.e., the rank position in the family birth
order), characteristics of parents (year of birth, parental education) and household
characteristics at age 17 of the individual (household size, number of children in
parental household, federal state of residence). Holding these dimensions constant

© 2024 The Author(s). Review of Income and Wealth published by John Wiley & Sons Ltd on behalf of
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enables us to describe conditional correlation patterns that are of more general
validity than the results presented in the basic specification.

In the second step of our analysis, we apply two separate strategies to identify
two different parameters that reflect causal intergenerational effects. Such causal
effect estimates inform about the existence of “family welfare cultures” (Dahl
et al., 2014), that is, situations where the welfare receipt of one generation causes
welfare participation of the next generation. A variety of potential mechanisms
may determine such intergenerational state dependence: they can relate to parents
as role models for their children, the impact of welfare receipt on family beliefs,
norms, tastes, preferences, and attitudes toward work and welfare, the susceptibility
to stigma effects, the availability of information on welfare institutions and the
lack of information on the labor market; finally, parental welfare receipt may affect
child educational attainment, for example, by means of self-esteem, stigmatiza-
tion, role-model effects (Boschman et al., 2019). The literature applies different
approaches to identify this causal effect. While we cannot take advantage of an
exogenous shock affecting parental but not child welfare dependence, we exploit
two identification strategies that have been used in the literature before and which
we now discuss in turn.

4.2. Family Fixed Effects

Numerous studies of the intergenerational transmission of program participa-
tion apply a sibling or family fixed effects approach (see, e.g., Bratberg et al., 2015,
Edmark & Hanspers, 2015, Ekhaugen, 2009, Levine & Zimmerman, 1996, Levine
& Zimmerman, 2005, Mitnik, 2010, Mueller et al., 2017, and Solon et al., 1988).
Here, the endogeneity of parental welfare use is purged from Equation (2) by
controlling for family fixed effects in a sample of siblings. If different siblings pass
through the family household at different points in time where some do and others
do not experience parental welfare receipt or where siblings differ in the age at
which they experience parental welfare receipt then comparing their adult outcomes
allows us to account for family constant effects. The identifying assumption is that
the family background effect is time-invariant. If, however, the relevant family
unobservables or their effects are time-varying then the estimator does not generate
an unbiased estimate of the causal effect. For example, if parental health worsens
over time and intensifying family financial need affects only one of the siblings this
is not accounted for by the estimator. To account for such mechanisms, we offer
robustness tests where we consider only families where the youngest sibling was
exposed to parental welfare receipt but not the older sibling. Also, the estimator is
not reliable if siblings differ in unobservable ways that might affect early parental
welfare status. In a situation of, for example, early child health problems parental
welfare receipt may be determined by child characteristics instead of vice versa. A
final weakness of the approach is that only families with at least two children can be
used in the fixed effects estimation. To address this problem, we offer comparisons
of the OLS results for the different subsamples.

4.3. The Gottschalk (1996) Method

The method introduced by Gottschalk (1996) has been applied frequently
(Boschman et al., 2019; Cobb-Clark et al., 2022; Corak et al., 2004; Ekhaugen, 2009;

© 2024 The Author(s). Review of Income and Wealth published by John Wiley & Sons Ltd on behalf of
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Maeder et al., 2015; Mueller et al., 2017). The key idea is that the total correlation
between parental welfare receipt (in period t0) and subsequent child welfare receipt
(in period t1) comprises causal and non-causal elements. In contrast, the correlation
between parental welfare receipt observed after child welfare receipt (in t2) and
child welfare receipt (in t1) entails only non-causal correlation. If both correlation
measures, that is, between period t0 and t1 and between period t2 and t1, are
identical then there exists no causal effect from parent (t0) to child receipt (t1) and
all within-family correlation in welfare receipt is spurious and due to unobserved
heterogeneity. The causal element of the initial correlation can be estimated as the
difference between the two correlation estimates. Consider the model

(6) Wi
C = Wi

Pt0 𝛽2 + Xi
C γ +Wi

Pt2 𝛽3 + ε3i
C,

where W i
C is person i’s own welfare receipt as an adult in period t1, W i

Pt0 describes
parental welfare receipt during i’s childhood, and W i

Pt2 describes parental welfare
receipt after W i

C is measured. The Gottschalk method uses the difference 𝛽2 − 𝛽3 as
an estimate of the causal effect, that is, after purging pure family-related correlations
from the initial estimate.

This method explicitly accounts for the potential endogeneity of parental
welfare as a regressor in the child welfare model. This endogeneity is interpreted
as an omitted variable characterizing all household-specific unobservables that are
constant over time for parent and child (e.g., norms, values and attitudes, health,
shared regional and labor market experiences). We measure period t2 parental
welfare outcomes when the child is aged 30–35 and control for these in our basic
and extended specifications. In this setting, the identifying assumptions are that
later parental welfare receipt cannot cause earlier child welfare receipt and that later
parent welfare receipt is not caused by earlier child welfare receipt. If, for example,
children with welfare receipt support later parental applications this yields an over-
estimate of 𝛽3 and a downward bias of the estimated causal effect. In this situation,
we may underestimate the causal effect by overstating the family-specific correla-
tion between child outcome and late parent outcomes reflected in 𝛽3; this could
also happen if both are jointly affected by regional effects that are correlated over
time, for example, after a slump in the business cycle or a pandemic. Also, changes
in the administration of the welfare program can bias the estimates. If eligibility
requirements become more stringent over time the selection of parents into welfare
receipt is not time constant. If only the neediest parents receive welfare benefits in
t2 then the correlation between parent and child welfare receipt may be stronger
for future than for past welfare receipt and the causal effect is underestimated.

Additionally, we must assume that families for whom late parental welfare
receipt is observable in the data do not differ from families for whom this long-run
outcome is missing (we offer comparative descriptive statistics below). This assump-
tion could be violated if parental welfare receipt in period t2 is associated with
survey response behavior; differences may result if, for example, those on welfare
have more leisure to respond or if, to the contrary, stigma effects inhibit their
response (Lillard & Panis, 1998; Rendtel, 1990). Similarly, mortality differences
could bias results. However, in our data, this is unlikely as parents of all groups
are only in their 50s. Also, within-family correlation patterns observed for parents
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with and without late welfare receipt must be identical. Otherwise, the estimate for
𝛽3 would not capture the relevant correlation. Overall, the method may tend to
underestimate causal effects.

The two approaches differ in data requirements. The family fixed effects
method does not require parental observations after age 25–29 of the child.
The Gottschalk method can use observations of children without siblings. Both
approaches assume that the family unobservables which may generate a biased
estimate in the uncorrected OLS approach are time constant. The fixed effects
approach assumes that the unobservable family effect can be differenced out from
the linear model. The Gottschalk approach aims at measuring the exogenous causal
part of the overall correlation measure using differences of coefficient estimates.
The two identification strategies are sensitive and robust to different violations of
identifying assumptions. In the end, it is of course possible that both methods yield
misleading results. However, we are not aware of any one mechanism that would
cause a bias for both methods in the same direction. Therefore, we offer evidence
from two independent approaches.

5. DATA

We apply data from the German Socio-Economic Panel Study (SOEP) (Goebel
et al., 2019). The SOEP is an annual household panel survey which has been running
continuously since 1984. We use survey waves from 1984 through 2017. The data is
particularly suitable for our purposes as it follows participants and the members of
their households over time. Thus, it allows us to connect information on individual
welfare receipt as an adult with information on parental welfare receipt in prior sur-
vey waves when the individual was a child.7 Ideally, we would compare the full life
course patterns of welfare receipt of parents and children. However, as is common
with surveys the data limit observability to a few survey years.

The earliest legal age of individual welfare receipt as an adult is 25. We use an
observation window of 5 years (age 25–29) and consider all individuals for whom
there are at least two panel observations available in this age window (period t1).
Most individuals (1390 or 58 percent of the sample) are observed for the full 5-year
period. In addition, 329/305/379 individuals are observed for 2/3/4 years within the
25–29 age window. We then gather information on parental welfare receipt when
our individuals were aged 10–18 (period t0). We consider all those in our sample
for whom information on parental welfare receipt is available for at least four
calendar years when they were aged 15–18.8 With these sample restrictions, our
main analysis sample comprises 2403 different individuals for whom information

7As is commonly acknowledged (see, e.g., Gottschalk, 1996, Hartley et al., 2022, Pepper, 2000) any
panel attrition that is correlated with welfare participation could cause estimation bias. While the SOEP
data is generally used in intergenerational mobility studies (see, e.g., Angelini et al., 2018, Maasoumi &
Trede, 2001, Zumbuehl et al., 2021), this type of bias cannot be excluded, here.

8Information on parental welfare receipt at age 15–18 must be available at a minimum to be included
in the sample. If, in addition, information on parental welfare receipt at younger ages (going back to
age 10) is available we also consider that in coding our welfare indicators. In our data 301 individu-
als (12.5 percent of the sample) are observed with the minimum number of 4 years of information on
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on their own welfare receipt at age 25–29, as well as on parental welfare receipt
at age 15–18, is available (birth cohorts 1969–1991). Relative to prior studies (see
Table A.1) our coverage of 4–9 years in period t0 and 2–5 years in period t1 should
generate reliable welfare indicators and limit measurement error.

When we apply the family fixed effects approach, we use only individuals with
a sibling in the data. We can use 414 sibling pairs, 73 triplets, and even 27 families
with four or more children in the data. Overall, the family fixed effects sample entails
1161 different individuals from 514 different families whom we observe in t0 and t1.

When we apply the Gottschalk (1996) approach we focus on the subsample
of individuals for whom parental welfare receipt is additionally observed when the
child is aged 30–35 (period t2). As we require at least one valid parental welfare indi-
cator in that age bracket this limits the relevant birth cohorts to 1969–1987. With
this restriction, our sample entails 1221 different individual observations whom we
observe in t0, t1, and t2.

We consider three measures of self-reported welfare receipt for both parent
and child observations: a binary indicator of the incidence of welfare receipt, a
continuous measure of the number of years for which welfare receipt is observed,
and—given that we observe individuals and parents for varying numbers of
years—a measure that reflects the share of observation years for which welfare was
received. Even though we take advantage of repeated observations per person to
code our welfare indicators we use the data cross-sectionally with one observation
per person. Panel A of Table 1 shows descriptive statistics for our welfare measures,
where the outcomes measured in period t1 (child age 25–29) are dependent vari-
ables and the outcomes measured for period t0 (parental welfare when the child is
aged 10–18) are key explanatory variables or treatment indicators in our analyses.
We find that about 13 and 14 percent of young adults (in t1) and parents (in t0) ever
received means-tested welfare benefits, respectively. Even though young adults are
observed at most for 5 years in period t1 (age 25–29) and parents at most for 9 years
in period t0 (age 10–18 of the child) the duration of benefit receipt is similar in
both groups with 0.6 years among young adults (in t1) and 0.4 years among parents
(in t0). This yields shares of around 6 percent of the observed annual observations.

Panel B of Table 1 shows correlation coefficients for the three welfare mea-
sures for parents and their children. Within each generation, the three different
welfare measures are highly correlated. In contrast, the intergenerational correla-
tion is weaker with 0.19 for the welfare incidence, 0.18 for the number of years,
and 0.24 for the share of observation years on welfare. The data yield the expected
positive intergenerational correlation of welfare receipt.

We define a parsimonious basic and an extended specification to capture the
vector X of controls (see Equation (2)) in our multivariate analyses. As we do not
observe welfare outcomes in all age years for every individual, we define a vector of
missing value indicators. We control for these indicators in the basic specification in
order to avoid biases due to selective survey participation; in particular, we use five
missing indicators for child welfare outcomes at ages 25–29 and five indicators for

parental household welfare receipt, and 231/212/238/225/1196 observations with 5/6/7/8/ at least 9 years,
respectively.
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TABLE 1
DESCRIPTIVE STATISTICS AND CORRELATION PATTERNS FOR WELFARE RECEIPT

Panel A. Descriptive statistics

Observations Mean Std. dev. Min Max

Welfare receipt t1 (age 25–29, child)
Ever (0/1) 2403 0.1278 0.3339 0 1
Number (years) 2403 0.5502 1.4855 0 5
Share (%) 2403 0.0627 0.1887 0 1

Welfare receipt t0 (age 10–18, parent)
Ever (0/1) 2403 0.1382 0.3451 0 1
Number (years) 2403 0.4191 1.3437 0 9
Share (%) 2403 0.0549 0.1741 0 1

Panel B. Within and between generation correlation patterns

Welfare receipt t1 (child) Welfare receipt t0 (parent)

Ever
(0/1)

Number
(years)

Share
(%)

Ever
(0/1)

Number
(years)

Share
(%)

Welfare receipt t1 (child)
Ever (0/1) 1.0000 - - - - -
Number (years) 0.9679 1.0000 - - - -
Share (%) 0.8688 0.8064 1.0000 - - -

Welfare receipt t0 (parent)
Ever (0/1) 0.1936 0.1765 0.2277 1.0000 - -
Number (years) 0.1989 0.1823 0.2404 0.7791 1.0000 -
Share (%) 0.1977 0.1800 0.2381 0.7880 0.9642 1.0000

Source: SOEP (1984–2017), own calculations for sample of 2403 observations.

parental outcomes at ages 10–14 of the child. The youngest birth cohort in our data
cannot be observed at age 27–29 by construction. It contributes only 2 years for the
age bracket 25–29. In addition to the missing value indicators the reduced number
of annual observations is accounted for by controls for birth cohort. The basic spec-
ification controls for parental welfare receipt and the missing value indicators and
measures the unconditional intergenerational correlation of welfare receipt.

In our extended specification, we control for time-constant characteristics
that might be correlated with parental welfare receipt. In particular, we control for
characteristics of the individual, the parents, and the household when the youth
was age 17. We control for child gender, year of birth, immigration background,
and parity. We also consider parental year of birth and indicators of parental edu-
cation. Finally, we consider household size, the number of children in the parental
household, and the federal state of residence when the individual was age 17. The
birth cohort controls account for secular time trends and regional heterogeneities.
In our main models, we do not consider child education because it may be a medi-
ator of the transmission of welfare receipt. However, we test whether adding child
education modifies the observed patterns of intergenerational welfare transmission.

In Table A.2, we present descriptive statistics on explanatory variables for
the full sample and separately by welfare receipt in period t1 and period t0. The
covariates describing parental welfare benefit receipt in period t2 in the Gottschalk
analyses are described in Table A.7. We find that compared to non-recipients,
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welfare recipients are significantly more likely to be female, born with higher
parity, to younger parents, and grew up in larger households. Patterns are simi-
lar for those who experienced parental welfare receipt while growing up. In this
group, we also observe a significantly higher migration background. Child and
parent welfare receipt are associated with lower parental secondary education;
Table A.3 provides descriptive statistics for our explanatory variables for the
main sample.

6. RESULTS

6.1. Baseline Results

Panel A of Table 2 shows our OLS results based on the basic specification.
The first set of results confirms the findings reported in Table 1 and indicates that
the correlations between parent and subsequent child welfare receipt are positive
and highly statistically significant. Having ever experienced welfare receipt in the
parental household in period t0 is associated with an increased probability of own
welfare receipt as a young adult by 18.7 percentage points. This correlation is large
relative to the mean propensity of own welfare receipt of about 13 percent. Similarly,
the continuous welfare indicators confirm a strong and significant intergenerational
correlation of welfare receipt.

TABLE 2
BASELINE RESULTS FOR THE BASIC AND EXTENDED SPECIFICATIONS

Dependent variables: Welfare receipt t1

(1) (2) (3)
Ever (0/1) Number (years) Share (%)

Panel A—Basic specification
Ever (0/1), t0 0.187*** - -

(0.0258)
Number (years), t0 - 0.204*** -

(0.0309)
Share (%), t0 - - 0.256***

(0.0393)
R-Squared 0.0459 0.0558 0.0624

Panel B—Extended specification
Ever (0/1), t0 0.139*** - -

(0.0255)
Number (years), t0 - 0.157*** -

(0.0309)
Share (%), t0 - - 0.211***

(0.0380)
R-Squared 0.105 0.112 0.118

Notes: All estimations use 2403 observations. Robust standard errors are reported in parentheses.
All estimations control for indicators of missing observations at age 10–14 (t0) and 25–29 (t1) of the
youth. In addition, Panel B controls for child gender, year of birth, immigration background, parity,
parental year of birth, and indicators of parental education as well as household size, the number of
children in the parental household, indicators of their missing values, and the federal state of residence
when the individual was age 17. ∗∗∗p< 0.01.

Source: SOEP (1984–2017), own calculations.
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In panel B of Table 2, we present the estimates of the extended specification.
The controls account for some of the intergenerational correlation in welfare
receipt: the coefficients decline in magnitude but remain highly statistically sig-
nificant. Conditional on individual, parent, and household characteristics young
individuals are about 14 percentage points more likely to receive welfare when their
parents received welfare during their teen years, a substantial difference; Table A.4
in the Appendix presents the full set of estimation results. The estimate in column 2
shows an increase in the number of own years of welfare experience by about 0.16 for
each year of parental welfare receipt. Column 3 suggests that the share of observed
years on welfare as an adult is associated with a significant increase of 21 percentage
points when parents were on welfare for the full observation period. The reduced
intergenerational correlations in Panel B compared to Panel A suggest that the con-
trol variables are indeed correlated with the propensity to receive welfare benefits:
the intergenerational correlation of welfare receipt is smaller within demographic
groups than on average. Below we inspect these heterogeneities in greater detail.

Next, we investigate whether the association between child welfare receipt and
the duration of parental receipt is indeed linear. We separately regress the extensive
margin of child welfare receipt (i.e., ever welfare in period t1) on having experienced
at least x number of years of parental receipt, where x runs from 1 to 9. Figure A.1 in
the appendix shows the results for both specifications: the propensity to ever receive
welfare increases with the number of years of parental welfare receipt experienced,
however, confidence intervals are wide. In Figure A.2 we describe the development
of correlation patterns as estimated by the basic regression specification separately
for subsequent birth cohorts. We use rolling regressions on three neighboring birth
cohorts. The patterns are similar for all three outcomes with a peak in correlations
in the early 1970s and a significant positive trend for more recent birth cohorts.

6.2. Heterogeneity by Child and Parent Gender

Next, we follow the literature and investigate whether intergenerational
welfare correlation differs for young men and women; descriptive statistics yield
higher welfare receipt among females than males.9 We apply different strategies
to describe the gender-specific patterns in our data. First, we re-estimated the
extended specification described in Table 2 and additionally interacted parental
welfare receipt with child gender. Panel A of Table 3 shows that the correlation
between parent and child welfare receipt is substantially but mostly insignificantly
higher for females. Panels B and C of Table 3 show separate estimations of the
basic and extended specifications by gender and confirm higher intergenerational
correlations for females than males across all welfare indicators. This agrees with
the literature (e.g., Dahl & Gielen, 2021; Hoynes et al., 2016). One mechanism
may be that the single parenthood risk is larger for females and can be transmitted
across generations (Musick & Mare, 2004). Also, role model expectations and
social norms may contribute to gender differences in economic independence.

9In our sample, 14 and 11 percent of females and males ever receive welfare, respectively. For
females, we observe on average 0.62 and for males 0.48 years of welfare receipt. The differences in the
parent generation are small and insignificant (see Table A.5 for descriptive statistics by gender).
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TABLE 3
GENDER-SPECIFIC EFFECTS

Dependent variables: Welfare receipt t1

(1) (2) (3)
Ever
(0/1)

Number
(years)

Share
(%)

Panel A: Extended specification with gender interaction (N = 2403)
Parent welfare, t0 0.100*** 0.083** 0.151***

(0.036) (0.038) (0.050)
Female×Parent welfare, t0 0.074 0.145** 0.117

(0.050) (0.059) (0.039)
Panel B: Male sample (N = 1205)

Parent welfare, t0, basic specification 0.161*** 0.134*** 0.201***
(0.036) (0.038) (0.051)

Parent welfare, t0, extended specification 0.109*** 0.089** 0.154***
(0.037) (0.039) (0.049)

Panel C: Female sample (N = 1198)
Parent welfare, t0, basic specification 0.213*** 0.269*** 0.306***

(0.037) (0.047) (0.058)
Parent welfare, t0, extended specification 0.166*** 0.214*** 0.254***

(0.035) (0.047) (0.056)
Panel D: Maternal welfare receipt—basic specification (N = 2375)

Maternal welfare, t0 0.195*** 0.208*** 0.243***
(0.028) (0.035) (0.041)

Panel E: Paternal welfare receipt—basic specification (N = 2284)
Paternal welfare, t0 0.197*** 0.233*** 0.296***

(0.032) (0.048) (0.055)
Panel F: Maternal welfare receipt—ext. specification with gender interaction (N = 2375)

Maternal welfare, t0 0.158*** 0.126*** 0.178***
(0.039) (0.042) (0.054)

Female×Maternal welfare, t0 0.071 0.154** 0.122
(0.056) (0.066) (0.081)

Panel G: Paternal welfare receipt—ext. specification with gender interaction (N = 2284)
Paternal welfare, t0 0.163*** 0.165*** 0.264***

(0.045) (0.060) (0.084)
Female×Paternal welfare, t0 0.061 0.126 0.052

(0.063) (0.093) (0.110)

Notes: Each cell entry represents a separate regression where the parental welfare measure matches
the dependent variable as listed in the column headers (see Table 2). Panels D–G additionally control
for an indicator reflecting whether an individual ever lived with a single parent (i.e., in a non-couple
household). Robust standard errors are reported in parentheses. For details on the basic and extended
specification see notes of Table 2. ∗∗∗p< 0.01; ∗∗p< 0.05.

Source: SOEP (1984–2017), own calculations.

In Panels D and E of Table 3, we present separate estimates based on whether
maternal or paternal welfare receipt was observed during childhood.10 Since any

10As welfare is provided at the household as opposed to the individual level the welfare outcome in
our data was identical for 88 percent of parent couples. The gender-specific effects are identified from
separated couples or single parents where the children live with only one of the two parents. In very few
cases (28 for mothers and 119 for fathers) we have no information on the person-specific welfare history.
There are no major differences by parent gender in extended specification. Results are available upon
request.
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differences might be due to living with only one parent rather than to the parental
gender in particular, we additionally control for single parenthood in these spec-
ifications. Our results yield only minor differences in parent-specific correlation
patterns for the basic specification; in separate estimations (not presented to save
space) we observe larger intergenerational correlation coefficients if maternal wel-
fare receipt was experienced in a single-parent household. In separate estimations,
we considered child gender interaction terms in the estimations for fathers’ and
mothers’ welfare outcomes (see panels F and G of Table 3). These results indicate
positive but again mostly insignificant coefficient estimates confirming the stronger
correlations for female children but no major differences by parent gender.

Overall, the findings confirm patterns found in other studies: using data for
Germany, Mueller et al. (2017) obtained stronger intergenerational unemployment
correlations for daughters than for sons. Using Dutch data, Boschman et al. (2019)
also found the correlation patterns for maternal and paternal social assistance
receipt to be similar.11

6.3. Heterogeneity by Age of Exposure

Numerous contributions discuss the relevance of a child’s age at exposure
to intergenerational transmission effects. Bratberg et al. (2015) and Dahl and
Gielen (2021) study the relevance of age at exposure with respect to the transmis-
sion of parental disability.12 Carneiro et al. (2021) studied the connection between
the timing of parental income shocks and the next generation’s human capital
outcomes. Conditional on household permanent income they find that children
benefit most from positive income shocks during age 0–5 and 12–17.

Edmark and Hanspers (2015) and Hartley et al. (2022) compare the relevance
of parental welfare receipt across child exposure ages. The former find the strongest
intergenerational correlation if the young generation was exposed at age 17–19 and
argue that this may reflect role-model or network-related effects that are strongest
in the formative years of the late teens. Hartley et al. (2022) find larger correlations
for older ages at exposure, that is, at ages 10–14 through 13–17. The authors
similarly suggest that learning effects increase when children experience welfare
receipt at older ages.

In our analysis, we consider exposure to parental welfare receipt at ages 10–12,
13–15, and 16–18. As our survey does not allow us to go back in time for all indi-
viduals, we start out with age-group-specific estimations which vary in sample size.
Panel A of Table 4 shows the results. Across all welfare indicators, we find stronger
correlations for the youngest and oldest age groups and the smallest correlations
for the middle age group of 13–15-year-olds. In order to compare the age-specific

11The studies on intergenerational transmission of disability benefits in Norway disagree on this
issue: while Dahl and Gielen (2021) find larger transmissions from mothers, Bratberg et al. (2015) observe
larger effects for fathers. While Dahl and Gielen (2021) find no heterogeneity by child gender, Bratberg
et al. (2015) observe larger effects for daughters than sons.

12Bratberg et al. (2015) compare child age categories from below 15 to up to 40 and do not find clear
heterogeneities for exposure at younger ages. Dahl and Gielen (2021) compare effects for children up to
age 14, up to age 18 or at age 19 plus. They find larger intergenerational spillover effects if the younger
generation is young at the time of parental treatment.
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TABLE 4
HETEROGENEITY OF WELFARE CORRELATION BY AGE OF EXPOSURE

Dependent variables: Welfare receipt t1

(1) (2) (3)
Ever (0/1) Number (years) Share (%)

Panel A—Separate estimations by age group—Basic specification
Age group 10–12, t0 (N = 1242) 0.225*** 0.559** 0.282***

(0.046) (0.117) (0.060)
Age group 13–15, t0 (N = 1835) 0.189*** 0.400*** 0.196***

(0.037) (0.081) (0.040)
Age group 16–18, t0 (N = 2403) 0.201*** 0.427*** 0.203***

(0.030) (0.065) (0.032)
Panel B—Joint Estimations for all Age Groups (N = 1216)—Basic Specification

Age group 10–12, t0 0.135** 0.303* 0.147**
(0.055) (0.156) (0.071)

Age group 13–15, t0 0.051 0.129 0.013
(0.052) (0.150) (0.068)

Age group 16–18, t0 0.123** 0.325*** 0.156***
(0.048) (0.121) (0.056)

Notes: Each cell entry represents a separate regression where the parental welfare measure matches
the dependent variable as listed in the column headers (see Table 2). Robust standard errors are reported
in parentheses. For details on the basic specification see notes of Table 2. ∗∗∗p< 0.01; ∗∗p< 0.05; ∗p< 0.10.

Source: SOEP (1984–2017), own calculations.

correlations for a given yet smaller sample we pooled the three age-group-specific
measures in panel B of Table 4 and estimated the correlation patterns in one joint
model. We continue to find the weakest correlation for the middle age group and
larger impacts for the youngest and the oldest group. Table 4 shows results for the
basic specification only. The results are similar when the extended specification is
estimated (available upon request). The finding of larger coefficients for the oldest
group agrees with the literature. The strong correlation for 10–12-year-olds is some-
what surprising. Possibly it is related to the German secondary schooling system
where at around age 10 important tracking decisions are taken. If these decisions
are negatively affected by financial problems in the parental household the effects
may reduce average human capital with long-run effects. Boschman et al. (2019)
consider the heterogeneity of correlation patterns by recency of parental welfare
receipt as a potential indicator of the relevance of information transmission. That
we find correlations of similar magnitude for 10–12 and 16–18-year-olds does not
support the idea of recent information as an important mediator.

6.4. Pre Versus Post Reform Patterns

During our observation period, the German welfare program underwent an
important reform in 2005 that is intensely debated to this day. The reform aimed
to activate welfare recipients who are able to work (see Section 3). It increased
job search monitoring and it reduced benefits for some long-term unemployed. We
describe intergenerational correlation patterns before and after the reform; for anal-
yses of pre- and post-reform state dependence in welfare receipt at the individual
level over time see, for example, Riphahn and Wunder (2013, 2016). We consider
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individuals who reached age 29 before 2005 (birth cohorts 1969–1975) to be subject
to the pre-reform welfare regime and those who turned 25 in 2005 and after (birth
cohorts 1980–1991) to be affected by the reform. Appendix Table A.6 describes the
two groups’ welfare outcomes and intergenerational correlation patterns. While the
welfare outcomes for the two subsamples in t1 are similar, surprisingly, we find much
higher parental welfare receipt for the post reform group (see Panel A). Panel B
additionally shows higher intergenerational correlations for the post-reform of, for
example, 0.24 versus 0.15 for the “ever welfare” outcome. This may reflect aggregate
trends to higher welfare use over time (see Figure 2).

Table 5 shows the estimation results for both subsamples with the basic and
extended specifications in Panels A and B, respectively. Panels C and D offer estima-
tion results on the pooled samples with an interaction term. In Panel A, estimation

TABLE 5
PRE- VERSUS POST-REFORM OUTCOMES

Dependent variables: Welfare receipt t1

(1) (2) (3)
Ever (0/1) Number (years) Share (%)

Panel A—Basic specification
Pre-Reform (N = 778)

Parent welfare, t0 0.202*** 0.216** 0.163**
(0.0624) (0.0895) (0.0746)

Post-Reform (N = 1210)
Parent welfare, t0 0.196*** 0.218*** 0.308***

(0.0317) (0.0342) (0.0475)
Panel B—Extended specification

Pre-Reform (N = 778)
Parent welfare, t0 0.184*** 0.205** 0.146**

(0.0620) (0.0904) (0.0742)
Post-Reform (N = 1210)

Parent welfare, t0 0.143*** 0.176*** 0.264***
(0.0313) (0.0348) (0.0459)

Panel C—Basic specification with interaction terms
Full period (N = 1988)

Parent welfare, t0 0.191*** 0.207** 0.159**
(0.0619) (0.0880) (0.0725)

Post×Paternal welfare, t0 0.006 0.013 0.147*
(0.0695) (0.0945) (0.0865)

Panel D—Extended specification with interaction terms
Full period (N = 1988)

Parent welfare, t0 0.170*** 0.199** 0.142**
(0.0603) (0.0877) (0.0724)

Post×Paternal welfare, t0 −0.031 −0.029 0.111
(0.0679) (0.0942) (0.0851)

Notes: In Panels A and B each cell entry represents a separate regression where the parental welfare
measure matches the dependent variable as listed in the column headers (see Table 2). Robust standard
errors are reported in parentheses. For details on the basic and extended specification see notes of Table 2.
In Panels C and D the pre- and post-reform observations were pooled and an interaction term of the
parental welfare indicator with the post-reform indicator was added to the specification. ∗∗∗p< 0.01;
∗∗p< 0.05; ∗p< 0.10.

Source: SOEP (1984–2017), own calculations.
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results for the first two welfare outcomes yield that the intergenerational correla-
tion did not change substantively after the reform. This pattern is not supported by
the outcomes reported in Panel B, where correlations declined in the post-reform
period; however, the interaction term estimates in Panels C and D are imprecise.
In contrast, correlation patterns for the third outcome increased substantially after
the reform (see Panels A and B). This is confirmed by the statistically significant
estimate of the interaction term coefficient in Panel C. Overall, these results are
inconclusive: we find neither strong evidence of increasing nor of decreasing corre-
lation patterns.

6.5. Relevance of Mediator Variable: Child Education

It is possible that child education acts as a mediator of the parent–child con-
nection in welfare receipt. If parental welfare receipt negatively affects child educa-
tional attainment (e.g., via role-model effects, stigmatization in school, low parental
self-esteem, or residential instability) then low child human capital, that is, cognitive
and possibly non-cognitive skills, may limit labor market opportunities and even-
tually economic independence. We can test whether child educational attainment
is a mediator by adding child educational outcomes as a control variable in the
estimations shown in Table 2 where they had been omitted so far to avoid endo-
geneity issues. If the intergenerational correlation declines once we condition on
child education then mediation effects are likely which may point to useful policy
strategies.

We consider four indicators of the child’s highest educational degree obtained.
Table 6 shows the estimated correlation patterns that result after adding the child
education controls to the set of covariates in the basic and extended specifications.
All coefficient estimates continue to be positive and highly statistically significant.
However, in comparison to the results in Table 2 they are smaller in magnitude by
about 20 percent. Thus, a considerable part of the intergenerational correlation
may operate via attenuated educational attainment of children in welfare-receiving
households. This agrees well with the literature (see Boschman et al., 2019 or
Bubonya & Cobb-Clark, 2021).13

6.6. Causal Estimation Approaches—Family Fixed Effects

The correlations investigated so far cannot generally uncover causal effects. To
get closer to causal effect estimation we take advantage of siblings from the same
family in the family fixed effects model. This allows us to account for time-constant
family unobservables. If these are the only biasing factors then the family fixed
effects models provide causal effects (see the discussion in Section 4).

Our family fixed effects sample offers information on 1161 siblings from 514
different families. Panel A of Table 7 presents the baseline correlation estimates
for the basic and extended specifications for this particular subsample. The results

13Child education differs significantly for the groups with and without parental welfare receipt.
Those with parental welfare receipt are more than twice as likely to be in the lowest (shares of 25 vs. 12
percent) and less than half as likely to be in the highest category (12 vs. 28 percent).
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TABLE 6
CONTROLLING FOR CHILD EDUCATION AS A POTENTIAL MEDIATOR

Dependent variables: Welfare receipt t1

(1) (2) (3)
Ever (0/1) Number (yrs) Share (%)

Parent welfare, t0 (basic specification) 0.148*** 0.161*** 0.212***
(0.025) (0.031) (0.039)

Parent welfare, t0 (extended specification) 0.112*** 0.129*** 0.180***
(0.025) (0.031) (0.038)

Notes: Estimations used 2403 observations. Each cell entry represents a separate regression where
the parental welfare measure matches the dependent variable as listed in the column headers (see Table 2).
Robust standard errors are reported in parentheses. For details on the basic and extended specification
see notes of Table 2; all estimations additionally control for three indicators of child educational attain-
ment. ∗∗∗p< 0.01.

Source: SOEP (1984–2017), own calculations.

TABLE 7
FAMILY FIXED EFFECTS ESTIMATION

Dependent variables: Welfare receipt t1

(1) (2) (3)
Ever (0/1) Number (years) Share (%)

Panel A: OLS results for the FE Sample (N = 1161)
Parent welfare (basic) 0.199*** 0.233*** 0.290***

(0.037) (0.044) (0.058)
Parent welfare (extended) 0.132*** 0.162*** 0.211***

(0.036) (0.043) (0.054)
Panel B: FE Regressions (N = 1161)

Parent welfare (basic) −0.007 −0.028 −0.150
(0.076) (0.087) (0.104)

Parent welfare (extended) 0.009 −0.031 −0.163
(0.78) (0.089) (0.115)

Panel C: FE Regressions w/o welfare experience of oldest child (N = 1150)
Parent welfare (basic) 0.003 0.002 −0.155

(0.081) (0.086) (0.112)
Parent welfare (extended) 0.009 −0.031 −0.163

(0.078) (0.089) (0.115)

Notes: Each cell entry represents a separate regression where the parental welfare measure matches
the dependent variable as listed in the column headers (see Table 2). Robust standard errors are reported
in parentheses. For details on the basic and extended specification see notes of Table 2. ∗∗∗p< 0.01.

Source: SOEP (1984–2017), own calculations.

are rather similar to those of the full sample in Table 2. Panel B of Table 7 shows
the coefficient estimates on parental welfare when we apply the family fixed effects
estimator to both the basic and extended specifications: the positive significant cor-
relation coefficients do not hold up to fixed effects controls. This result does not
support the existence of causal intergenerational treatment effects.

As a robustness test, we show the fixed effects results when those families are
omitted from the sibling sample where only the older sibling experienced parental
welfare receipt. In these cases, the mechanisms that generate intergenerational
transmission such as reduced stigma, availability of institutional information
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might persist in the family even though a welfare receipt is not observed for the
younger sibling. Panel C in Table 7 yields that the results obtained so far, that is,
no significant positive effects, are robust to this additional test.14

The finding of no causal effects agrees with the family fixed effects estimations
for unemployment benefit transmission in Ekhaugen (2009) and Mueller et al. (2017),
and for the transmission of maternal (not paternal) benefit transmission in Brat-
berg et al. (2015). In their fixed effects analyses, Edmark and Hanspers (2015)
even obtained negative intergenerational transmission results for welfare receipt in
Sweden. The authors argue that either children of welfare recipients are particularly
eager to avoid welfare or the coefficients on parental welfare receipt capture other
differences between siblings that correlate with the welfare experience.

6.7. Causal Estimation Approaches—Gottschalk Estimation

As our second approach to approximate causal welfare transmission effects, we
apply the procedure developed by Gottschalk (1996) as characterized in Section 4.3
above. Here, we account for family-specific unobservables that might otherwise
bias causal effect estimation by controlling for parental welfare receipt in the period
after observing the second generation’s welfare receipt. As we do not observe these
outcomes for all families the estimation with an additional parental welfare control
can only be performed on a subsample. Appendix Table A.7 shows descriptive
statistics for the full sample and the Gottschalk subsample for whom information
on late parental welfare receipt is available. Not surprisingly, individuals in the
Gottschalk subsample and their parents are on average 2 years older than the main
sample. The child generation is insignificantly more likely to use welfare (incidence
in t1 of 14.3 vs. 12.8 percent) than the main sample whereas the parents are less
likely to use welfare in t0. Overall, the subsample characteristics do not appear to
differ in important ways (significant age differences are by construction). Next, we
investigate whether the correlation patterns in the Gottschalk subsample reflect our
results from Table 2. Panel A of Table 8 shows the basic and extended specification
estimates for the Gottschalk subsample. The coefficient estimates do not differ in
important ways from prior results.

Panels B and C of Table 8 show the estimation results of the actual Gottschalk
estimation approach for the basic and extended specifications. Each individual
parental welfare receipt indicator yields positive and significant coefficient esti-
mates. The row labeled “Gottschalk effect” in each panel presents the difference
between the two parental effects as estimated based on Equation (6). In no case
do we obtain significantly positive differences which would be indicative of causal

14We pursued two strategies for the robustness test after we determined the set of families where
parental “ever-welfare” outcomes varied across siblings; out of 1161 children in 514 families, only 103
children in 38 families had varying parental outcomes across siblings. Our first strategy omitted 49 obser-
vations from families where already the first-born child experienced parental welfare receipt (estimating
with N = 1112 observations) because the one-time experience may affect the family characteristics per-
manently. In our second strategy, we omitted observations from families where only the first-born child
experienced welfare receipt (see Panel C of Table 7). The results hardly differed between the strategies.
Nevertheless, we cannot exclude the possibility that families with time-varying benefit receipt differ in
unobservable characteristics from other families.
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TABLE 8
GOTTSCHALK ESTIMATION

Dependent variables: Welfare receipt t1

(1) (2) (3)
Ever (0/1) Number (years) Share (%)

Panel A: OLS results for Gottschalk estimation sample (N = 1221)
Parent welfare, t0, basic specification 0.178*** 0.249*** 0.260***

(0.039) (0.058) (0.062)
Parent welfare, t0, extended specification 0.131*** 0.192*** 0.217***

(0.038) (0.057) (0.060)
Panel B: Gottschalk approach estimation results, basic specification (N = 1221)

Parent welfare, t0 0.130*** 0.191*** 0.201***
(0.039) (0.060) (0.063)

Parent welfare, t2 0.318*** 0.350*** 0.188***
(0.072) (0.076) (0.046)

Gottschalk effect −0.188** −0.160 0.014
(0.089) (0.104) (0.084)

Panel C: Gottschalk approach estimation results, extended specification (N = 1221)
Parent welfare, t0 0.097*** 0.149*** 0.172***

(0.039) (0.059) (0.061)
Parent welfare, t2 0.254*** 0.271*** 0.156***

(0.073) (0.080) (0.046)
Gottschalk effect −0.157** −0.122 0.015

(0.089) (0.108) (0.083)

Notes: In Panel A, each cell entry represents a separate regression where the parental welfare mea-
sure matches the dependent variable as listed in the column headers (see Table 2). In Panels B and C
the parent indicators of periods t0 and t2 are controlled jointly in the same regression model. The rows
labelled “Gottschalk effect” present the difference between the two period-specific coefficient estimates.
Robust standard errors are reported in parentheses. For details on the basic and extended specification
see notes of Table 2. ∗∗∗p< 0.01; ∗∗p< 0.05.

Source: SOEP (1984–2017), own calculations.

intergenerational transmission effects. Therefore, the finding of a lack of causal
transmission from the fixed effects estimations is confirmed with the Gottschalk
approach. In fact, the overall effects on the incidence of welfare receipt even turn
out significantly negative.

While the negative total effect is surprising, it reflects the findings of other
authors who studied possibly heterogeneous policy programs in different countries:
Ekhaugen (2009) and Mueller et al. (2017) similarly obtained negative estimates for
the transmission of unemployment benefits. Also, Boschman et al. (2019) find nega-
tive effects for social assistance and disability programs. These authors argue that it
is not the experience of the welfare program itself that causes the next generation’s
participation. Instead, family-specific characteristics such as norms and attitudes
that are not attached to actually receiving the benefit may drive the intergenerational
correlations. The same patterns appear to hold for our data.

7. CONCLUSIONS

The international literature discusses whether experiencing parental welfare
receipt in childhood or adolescence is correlated with and causally determines own
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welfare receipt later in life. This is an important policy question because intergen-
erational transmission of welfare receipt indicates a failure of welfare programs:
government support does not succeed in lifting families out of poverty and may
even impose negative externalities on the next generation.

We take advantage of a long-running household panel (SOEP) survey to study
the intergenerational transmission of welfare receipt for the case of Germany. Com-
parative research suggests that Germany offers a relatively generous welfare system;
however, its intergenerational characteristics have not been investigated before. The
richness of our data allows us to add informative analyses of intergenerational cor-
relation patterns to the literature.

We consider three welfare indicators and find strong intergenerational correla-
tion patterns. The correlations are larger for recent than for older birth cohorts and
for females than for males. We do not find important differences in the transmission
of welfare from fathers vs. mothers. Exposure to parental welfare receipt at the ages
of 10–12 and 16–18 yields stronger correlation patterns than exposure in the 13–15
age window. Child educational attainment appears to be a mediator between parent
and child welfare receipt which may offer an opportunity for policy interventions.

We use family fixed effects and the Gottschalk (1996) method to go beyond
correlation analyses and to identify causal effects of parental welfare receipt. Both
strategies identify causal effects under specific, yet different assumptions and there-
fore complement each other. Interestingly, both strategies fail to find evidence of a
causal impact of parental welfare receipt on child welfare outcomes. Thus, we do not
find evidence that it is the experience of parental welfare receipt itself and a “welfare
culture” (Dahl et al., 2014) that drives subsequent child welfare receipt. Instead, the
correlation of individual characteristics and circumstances in the child and parent
household seems to determine transmission patterns. This suggests that it is not
the character of welfare institutions themselves that leaves the offspring of welfare
recipients at an elevated risk of welfare receipt. This is a highly policy-relevant find-
ing. It clarifies that any initiative to reduce intergenerational correlation in welfare
receipt must not focus on the institutions of the welfare system but more plausibly
on characteristics at the individual and household level and, for example, improve
human capital, health, and labor market engagement.

Our conclusions are subject to strong identifying assumptions and should
be reinvestigated when larger samples are available. It seems worthwhile to direct
future research to study the determinants and relevance of youth educational
attainment, which might be malleable by public policy. Also, it is important to
re-analyze any changes in intergenerational correlation after the reform of the
welfare system. Finally, we agree with Hartley et al. (2022), who point out that in
a situation of low benefit take-up, intergenerational spillovers and correlations can
be a good thing if they reduce non-take-up.
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