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Leaving the nest :  
The interaction of parental income and family environment 

 
 

Anne Laferrère  
 
 
 
 
Résumé 
 
La question de l’influence du revenu des parents sur la décision de co-résidence d’un 
jeune adulte est encore ouverte. Nous proposons un modèle dans lequel soit davantage 
de revenu permet un transfert à l’enfant indépendant et encourage son départ (altruisme 
standard), soit cela augmente davantage sa consommation au domicile parental et 
pousse à rester (altruisme de proximité). Par ailleurs le logement familial est un bien 
non transférable et moins de consommation de logement au domicile des parents pousse 
à partir. Ne pas le prendre en compte biaise les résultats contre l’altruisme standard. Une 
analyse de la dernière enquête Logement ne rejette pas le modèle. L’effet du revenu 
parental est non linéaire, les parents pauvres et riches ont davantage de chance de voir 
leurs enfants partir que les autres, et la qualité du nid importe. Le manque d’espace 
pousse au départ, de même que le fait de vivre avec un beau-parent. Une fois la qualité 
du nid contrôlée, l’effet du revenu parental se rapproche de l’altruisme standard, surtout 
pour les enfants les plus jeunes. Ceci suggère que les choix de logement des parents et 
leur revenu jouent un rôle dans la décision de l’enfant de poursuivre des études 
supérieures.  
 
 
Abstract 
 
The influence of parental income on the choice of young adults to leave the parents' 
home is still an open question. This paper suggests a model in which either more  
parental income increases the independent child's consumption and encourages leaving 
(standard altruism) or increases more his consumption when co-residing (proximity 
altruism) and induces to stay. Besides, housing is a non-transferable good, and less 
housing consumption at the parents' induces to move out. Empirical tests on French data 
does not reject the model. Both poor and rich parents are more likely to see their 
children go than middle class parents, and the quality of the nest matters. Lack of space, 
living in a small town encourage  leaving, so do privacy costs linked to living with a 
step-parent. When the quality of the nest is controlled for, the effect of parental income 
is closer to standard altruism, especially for younger children. This suggests that 
parental housing decisions and income play an important role in the human capital 
accumulation of young adults. 
 
 
JEL classification : D64, R21, J12 
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1 Introduction

The time when a child leaves the parental home and when one household splits into two

coincides with the main life choices of early adulthood: higher education, work, and

the start of a durable relationship with a partner. They are linked to housing choices:

depending on local supply of university education or employment, studying or working

goes along with leaving the parents’ home or not, and couples co-residing with their

parents are rare. Whether the parents can help the child move out or provide adequate

shelter is likely to have an influence on the youth’s decisions. This article assesses the

influence of parental income on the choice of young adults to co-reside, because its

direction and importance are still open questions. While most find a small positive

effect, compatible with altruistic parents helping their child to leave (see for instance

Le Blanc and Wolff, 2003), others have found a negative effect. Some interpret it as

egoistic parents bribing the child to stay home (Manacorda and Moretti, 2002). Aassve

et al. (2002) mention the attraction of sharing in the family’s resources. For Ermisch

(1999, 2004) the negative effect is a sign of parental altruism. The present paper

proposes a modified altruistic model and an empirical test. The model makes some

natural assumptions to account for the special situation of leaving home. Firstly the

child does not pay for housing when sharing the parental home. Secondly, the parents

do not adjust their housing consumption when the child leaves. Thirdly the parents

may be more altruistic when living with the child than when he has left. Finally living

together induces economies of scales. The model predicts that, depending on parental

constraints, the effect of their income on the child’s co-residence can be positive or

negative; more parental income may induce to stay or help move out. This could

account for the mixed results of the previous literature. A feature of the model is

that more housing consumption at the parents’ home encourage to stay. The paper

argues that not taking into account the various dimensions of housing quality biases

the measure of the effect of parental income. Actually the starting intuition was that

if children are found to stay at their parents’ longer than before, it might be linked

not only to more frequent higher education, rising youth unemployment or delayed

marriage, but also to parents’ homes being more comfortable than in the past1. If

housing conditions got better the ‘pushing out’ effect of parental income is counteracted

1For instance the number of rooms per person in France has gone up by 21% between 1984 and 2002

(Jacquot, 2003). On delayed departure, see Galland (2000) for France, or the references in DaVanzo

and Kobrin Goldscheider (1990), for the USA.
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by the ‘pulling in’ effect of housing. All things being equal a child stays more if he feels

‘at home’.

In order to test such a model both parents’ and child’s income need to be observed,

as well as parents’ housing consumption. I use a special feature of the last French

Housing survey that relates parents and their children, both at home and independent.

The gross impact of the parents’ income is found to be, as predicted by the theoretical

model, non monotonous. It is negative for most children (more parental income induces

to stay home), and positive for those whose parents are in the top 6% of income.

Introducing parental housing environment in the econometric estimation yields two

results. First the quality of the nest matters. For a given parental income level,

children whose parents live in an apartment, rent in the private sector or provide fewer

bedrooms per child are more likely to move out than those living in a house, renting in

the public sector, or with more bedrooms. A home in a small town is also more likely to

be left. Indirectly linked to shelter is the pushing out effect of the number of siblings,

or of living with a step-parent, which suggests privacy costs. Second, when the quality

of the nest is controlled for, the net effect of parental income is tilted towards a positive

effect. When the children are aged 18 to 22, with their two parents living together, for

the richest two-thirds (in terms of parental income) a higher parental income pushes

them out. It is so for 45% only when the quality of the nest is not accounted for,

because the effects of housing and parental income are counteracting each other. In

other cases, for a child with a step-parent, or of low income parents, or for an older

child, both a lower parental income and a ‘bad nest’ induce to move out. The effects

of housing and parental income are reinforcing each other. In the end, children from

both poor and rich parents are more likely to be independent.

Section 2 reviews the literature and points to some of the characteristics of housing

consumption and of the child’s life-cycle which prompts the theoretical model of section

3. The data and empirical specification are described in section 4. Section 5 tests the

model. Section 6 concludes.

2 Literature Review and Housing Issues

Economists often analyze the relationship between parents and adult children in terms

of altruism. Two separate entities are linked because formally the parents’ utility is

positively influenced by the child’s, through an altruism parameter β measuring the

marginal utility of the child’s utility to the parents. It is as if the parents consumed
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their child’s utility. Then those who are effectively altruistic make monetary transfers

to their child, and a small modification of the income distribution between parents and

children leave their consumption unchanged, because the parents adjust their transfer.

This is standard altruism. In such a model, when the child wants to leave the nest,

the higher the parents’ income, the higher the parental transfer and the more the child

leaves (Manacorda and Moretti, (2002). Becker et al., 2002)2.

Applying this model to parents and adult children living together monetary trans-

fers should be distinguished from housing (food and shelter). The latter is usually

considered part of parental duty, while monetary transfers are optional (hence depend

on parental altruism). Then part of the child’s consumption is from his own choice,

as he uses his own income and, possibly, the parental transfers. In such an altruistic

model with two types of consumption, housing and other goods, the predictions are less

straightforward than above. Le Blanc and Wolff (2003) insist that the effect of parental

income on co-residence is ambiguous under general utility functions. Indeed they show

that even when the parents make a positive transfer to the independent child, the in-

fluence of their income can be null with Cobb-Douglas preferences. Ermisch and Di

Salvo (1997) and Ermisch (1999, 2003), using a very similar altruistic model, predict

that more parental income induces the child to stay, not to leave: compared with the

model with one good, the effect is reversed.

If the theoretical effect of parental income on nest-leaving is not straightforward,

empirically, the situation is also obscure. Manacorda and Moretti (2002) find that

Italian parents who had an exogenous positive shock on their income were more likely

to keep their children in the nest; they suggest the parents are not altruistic and

bribe the child to stay. In Aasve et al. (2002) higher parental resources delay the

independence of young Americans. Ermisch (1999), with only a proxy for parental

income, finds the same for Britain but the effect is small. He interprets it as compatible

with altruism3. Le Blanc and Wolff (2003) relying on European panel data on parents’

income evolution, find a positive if small elasticity: faced with an increase in their

income, parents encourage their children to move out in all European countries, which,

they say, is compatible with altruism4. With the exception of Ermisch (1999), none of

2In a different model, where children search for a partner, a high parental income is a sign of a

‘good catch’, and increases the formation of partnership, hence also the rate of departure from home

(Aasve et al., 2002).
3Ermisch (1996) and Ermisch and DiSalvo (1997) find a positive effect of their parental income

proxy.
4Becker et al. (2002) find a positive feebly significant effect of father’s experienced job insecurity
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these studies have detailed data on the parents’ housing consumption, which, I argue,

is important.

Housing consumption has many dimensions that cannot be summarized by a single

figure: for the same price a large house in the country does not offer the same service as a

small apartment in town. Space and location are likely to be of primary importance, but

privacy, economies of scale and mobility costs are also to be taken into account. Besides,

as parents and children always starts as living together, the situation is not totally

comparable to, say, two adults, one altruistic towards the other, deciding whether or

not they live together. I now review what is specific to this period of the life-cycle and

how it prompts the model of section 3.

Privacy

Altruism implies that parents take into account their child’s preferences, hence

agree with the nest-leaving decision. Compared to when the child was younger, an

exogenous shock has happened: the child is older, he may have more income, and he

can choose to live independently. Sharing the parents’ home may be costly because

of loss of privacy and parents’ watch. On the positive side it brings companionship

and the external pressure of rules may also benefit the child. For the parents, the

child’s companionship and ‘merit goods consumption’ are weighted against lack of

privacy5. It is important to assess privacy costs in order to know whether parents and

adult children are better off co-residing or living separately, and whether they agree.

Manacorda and Moretti (2001) relying on direct survey questions offer evidence that

Italian parents are happier if their children live with them and suggest that parents

want their children to stay. Sociologists have found that children living with a step-

parent leave earlier6, which points to higher privacy costs among non-relatives. Using a

special question of the French Housing survey, we found a significant negative effect of

the presence of children on parental satisfaction of their housing conditions (for details

on the decision of children to leave. According to Ghidoni (2002) the effect is positive in the north of

Europe, negative in the south. Aassve et al. (2001) find no effect for men and a negative effect for

women. The effect (of a proxy) is positive for Giannelli and Monfardini (2003). In Whittington and

Peters (1996), the effect is negative for younger children, positive above 18 year old. McElroy (1985)

finds a negative effect of parents wage rate and a positive effect of their assets.
5McElroy (1985), Becker et al. (2002), Fogli (2000) only consider financial cost/benefit of co-

residence. Ermisch and DiSalvo (1997), Rosenzweig and Wolpin (1993), Ghidoni (2002) mention

privacy costs. Whittington and Peters (1996) indirectly address the question of merit goods.
6See Aquilino (1991), Courgeau (2000), Murphy and Wang (1998) and references therein.
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see Laferrère and Bessière, 2003). The result is robust to the inclusion of home and

parents’ characteristics as controls. For a virtual family with characteristics at the

sample mean the estimated probability to be satisfied is 0.83 when there is one child

at home, it declines to 0.80 when there are two, and 0.76 when there are three7. Even

if it is hard to conclude about general parental satisfaction about co-residence from a

question concerning housing satisfaction only, the fact that more children in the home

make the parents less satisfied does not support the idea that in general parents want

to keep their adult children at home.

Children’s privacy costs can be inferred from their housing consumption: that a

child is willing to lose in housing quality or pay more in order to leave his parents’

home is a sign of cost to co-residence. Laferrère and Bessière (2003) show that when

they leave the nest, the children lose in total dwelling size, but the size per person is only

slightly lower for recent movers by 2 square meters. Other aspects of housing quality

such as comfort, noise or neighborhood safety are lower for independent children than

for those who co-reside. However as they move to more urban locations and smaller

homes, independent children are found to pay 45% more per square meter than the

parents of co-residing children. It points to children paying a price for privacy. All in

all nothing proves that parents and children disagree on housing arrangements8. Hence

my model assumes altruistic parents who approve of their child’s preferences.

Parents and child

As in most of the previous literature, I assume that the co-residing child does not

pay for his housing consumption9. Actually, when they co-reside, in 60.9% of the cases

the parental income is more than 20 times the child’s income (for 3.1% child’s income

is higher than parents’). Besides, child’s net transfers to the parents is hardly ever

documented, especially when the child is below 30.

Another assumption is that parental altruism can be higher when parents and child

co-reside than when they live separately. The reason is that the mere inter-relationship

7This, as all figures in the text, is computed from the French Housing survey (see Appendix 1).
8According to Villeneuve-Gokalp (1999), less than a third of parents dread their child’s departure.

After the child has left, for 40% of the parents the material conditions have changed for the better,

and only for 10% have they changed for the worse.
9Ermisch and DiSalvo (1997), Rosenzweig and Wolpin (1993), Manacorda and Moretti (2002),

Le Blanc and Wolff (2003). There is perfect income pooling when co-residence in Diaz and Guillo

(2002) or Becker et al. (2002). In Börsch-Supan (1986) housing costs are shared between parents and

co-residing child.
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linked to sharing a home, or habit, because the child has grown up near the parents

who have taken care of him since infancy, may induce a higher altruism parameter (or

sharing rule) under co-residence than under independent living. Other reasons might

be that parents want to monitor the child’s behavior and are ready to reward him for

it, or that the child has a higher bargaining power when present than absent.

Economies of scale

That independent children pay more per square meter than their parents is a sign

of the economies of scale in housing consumption: housing is not a purely private

good and the price per person usually is a declining function of size10. A quantity

H of housing services at price ρ provides a service ρHnδ−1 to the n persons sharing

the home, which is larger than ρHn−1 as soon as the economy of scale parameter δ

is positive. Most theoretical studies of nest-leaving either do not address the issue

(McElroy 1985) or assume housing is a pure public good and only one parent and one

child (Ermisch and DiSalvo 1997, Ermisch 1999, (2003). Fogli 2000). Le Blanc and

Wolff (2003) are an exception and add a parameter for the intensity of scale economies.

Rosenzweig and Wolpin (1993) suggest that, because of scale economies, the marginal

price of a transfer is higher when the child lives on his own and the parent transfer

less in that case. With economies of scales a household of n persons behaves as a

single person facing the modified price n1−δρ which is less than nρ. Then the more

economies of scales in the parents’ home the more expensive it is for the child to get the

same amount of housing services outside. Adult children whose families benefit from a

reduced price for their home, in particular those renting in the subsidized public sector

where rents are set below market price, can be expected to leave home less easily than

children of owner-occupiers or private sector tenants.

Mobility costs and the dynamics of nest-leaving

Some 13% of 18-20 year-old mention using more than one regular home, be they

co-residing or independent. Between 21 and 24 years old, more than one in ten of

co-residents and 3% of independent youths are in that case. Above 25, the proportions

are lower. It suggests a dynamic process of home-leaving, a strong minority of youths

experimenting two homes, especially when they are students. Moreover, among 18-29

co-residing children, excluding those who had left as students, 6.3% had an independent

home in the past and came back. This rate is measured at the date of the survey,

10Nelson (1988) finds huge household economies of scale for shelter.
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the rate of children who come back at least once over their lifetime is likely to be

much higher11. That nest-leaving is an on-going process, with going and coming back,

along with important mobility costs, prevent parents from adjusting their housing

consumption after the child has left. Indeed the nest-leaving period has a negative

influence on parental residential mobility (Debrand and Taffin, 2004). Hence, the last

important assumption of the model of the next section is that the parents do not change

the family housing consumption at the time of nest-leaving12.

To summarize, besides assuming economies of scale in housing consumption, we

make three assumptions that, taken together, differ from previous models and will be

formalized in the next section.

1. A co-residing child does not share the housing expenses.

2. Parents can be more altruistic towards a co-residing child than an independent

child, all things equal.

3. Parents do not adjust their housing consumption during the child’s leaving period.

3 A model of co-residence choice

This section suggests a static model of co-residence choice, predicting the effect of

parental income and housing environment on nest-leaving. Parents p and adult child

k have respectively preferences U and V over two goods. Preferences are common

knowledge in the family. One good is private consumption Cj, the other is housing

service Hj, (j = k, p), written as Hnδ−1, where n is the number of persons in the

parents’ home. Housing is an impure public good (0 ≤ δ ≤ 1). Parents have an income

Yp that is not influenced by the child’s leaving home, and the child has an exogenous

income Yk. They maximize a collective utility function that is a weighted sum of

individual preferences. The exogenous weight βm < 0.5 can be seen as the parental

altruism parameter. I assume βc ≥ βi, i.e. altruism can be higher when parents and

11From the National Longitudinal Survey of Youths, Aassve et al. (2002) find that 15% of young

Americans return home at least once. Ermisch (1999) mentions a yearly rate of return of 2.7% from

the British Household Panel Study. See also Villeneuve-Gokalp (1997) or DaVanzo and Goldscheider

(1990).
12Ermisch and Di Salvo (1997), Le Blanc and Wolff (2003) assume the parents adjust their housing

consumption after the child has moved out. In Börsch-Supan (1986) housing consumption is fixed.
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child co-reside (m = c) than when they live separately (m = i). The parents have the

possibility to make a cash transfer Tm to their adult child.

At time zero, when the child was young, the parents provide for the whole family

and decide on housing consumption Hp = H̄ for their family of n co-residing persons.

The parents may have in mind the future nest-leaving period, but this feature of their

preferences is independent of the family income level. I return to this assumption

below. Between the zero and the adult child period, some exogenous shocks have taken

place and the child’s and parents’ preferences (altruism parameter or tastes for privacy

for instance) have changed. Then the adult child can either choose to co-reside, or live

independently. The parents do not re-optimize their housing consumption, even if the

child leaves.

Co-residence

If parents and adult child co-reside, the parents decide on the family members’

private consumption by maximizing the following weighted sum of the preferences.

max
Cp,Ck,T c

U(Cp, H̄nδ−1) + βcV (Ck, H̄nδ−1)

s.t.

Cp + ρpH̄ = Yp − T c

Ck = Yk + T c

T c ≥ 0

(1)

The child does not pay for shelter but finances his private consumption. Two cases

have to be distinguished. If T c = 0 the child’s private consumption is from his own

income (Ck = Yk), and he benefits freely from the parent’s housing. If T c > 0 parents

and child’s budget constraint can be pooled, the parents are unconstrained (effective

altruists), and the first order conditions give Cc
p and Cc

k in co-residence.

Independence

If parents and adult child do not co-reside, the choice of Hk is added to the problem:

max
Cp,Hk,Ck,T i

U(Cp, H̄(n− 1)δ−1) + βiV (Ck, Hk)

s.t.

Cp + ρpH̄ = Yp − T i

Ck + ρkHk = T i + Yk

T i ≥ 0

(2)

If T i = 0, the parents are income constrained or βi is not high enough for a transfer

from parents to child, Cp = Yp − H̄ and the child chooses his consumption from the

maximization of V (Ck, Hk) under Ck + ρkHk = Yk. If T i > 0, the first order conditions

give Ci
p, Ci

k and H i
k in the independence state.
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Table 1. Model predictions: effect of parental income and housing on nest-

leaving

Regime Parents’ Altruism Altruism Number Econo- Housing

of transfers Income parameter parameter of mies of consum-

at home away siblings scales -tion

Yp βc βi n δ H̄

(1) Standard altruism: parents never constrained, T c > 0 and T i > 0

+ - + + - -

(2) Proximity altruism: parents constrained if child independent, T c > 0 and T i = 0

- - 0 + - -

(3) No altruism: parents always constrained, T c = 0 and T i = 0

0 0 0 + - -

To take the decision about living independently, the child compares his utility levels

under co-residence V c (with and without parental transfers T c) and under independence

V i (with and without parental transfers T i). He chooses independence if V i > V c. Us-

ing Cobb-Douglas preferences allows to compute transfers and consumption levels in

each case (at the cost of simplifying the choices between housing and other consump-

tion), the child’s utility levels, and to determine the sign of the derivatives of V i − V c,

hence the effect of Yp, Yk, βc, βi, n, δ and H̄ on nest-leaving.

The computation of the model is in Appendix 2 and the results for the three possible

cases are summarized in Table 1. The first line shows the unconstrained case where

parents make cash transfers to the child: higher parental income or higher βi triggers

nest-leaving, which is in line with the intuitive effect of altruism13. This situation is

likely to happen when parents are rich compared to the child. If, as I argue above,

βc > βi, the parents can be unconstrained under co-residence, but be constrained after

the child has left (second line) and there is a negative effect of parental income and of

βc. The child’s private consumption is subsidized more when he co-resides than when

he lives independently: he shares not only the house but more of other resources too14.

Finally in the constrained case (3), parental income or altruism have no effect on the

probability to leave, because the influence of parental wealth is entirely captured by

13Ermisch (1996, 1999, 2003) or Le Blanc and Wolff (2003) do not find a positive effect, because

they allow the parents to adjust their housing consumption after the child’s departure.
14If βc = βi, a parent who is unconstrained under co-residence would also be unconstrained when

the child is independent and case 2 would not obtain (as in Ermisch, 1996, 2003, or Le Blanc and

Wolff, 2002). Then T i > 0 and Tc = 0, and the prediction would be similar to case 1.
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their housing consumption level.

The model provides two channels for parental altruism. One is standard: helping the

child to pay for his expenses when independent. The other is subsidizing the child’s

consumption when he co-resides more than would be the case under independence,

because of a higher altruism in the former situation15. Thus the model allows for

both a positive and a negative effect of parental income on nest-leaving depending

on the means by which the parents express their altruism, when the child co-resides

and when he lives independently. I call the positive effect ‘standard altruism’ and the

negative effect ‘proximity altruism’. The first could be labeled emancipating altruism,

the second protective altruism, but it is important to remember than in each case the

altruistic parents take into account their child’s utility.

The various characteristics of housing are subsumed into two parameters: the num-

ber of people in the house n and the intensity of scale economies δ. The more people,

the more one is induced to leave, a crowding or privacy effect. As for the parameter δ,

the higher it is, the more scale economies in parental housing service production, the

cheapest it is to consume housing while co-residing, the higher the gain in sharing, the

less likely the child is to leave. Economies of scales reinforce proximity altruism. More

housing consumption at home deters from departing in all cases. Another related effect

is housing price: the higher the price for the child, the less likely he is to leave. The

influence of housing variables is always the same. A better or a cheaper parental home

induces to stay. Hence in the standard altruism case, the positive parental income ef-

fect, that pushes the child out, is dampened by a housing effect that pulls him in, and

the net effect may be null. On the contrary when parents are proximity altruists, the

negative parental income effect, which keeps the child at home, reinforces the housing

quality effect. As is usual, the model reserves the term altruism for parental income

transfers, as if home sharing was a basic obligation for parents. However, compared to

other models, providing for child’s consumption at home is altruistic.

To get more insight into the model, I simulate it for plausible values of the param-

eters in the Cobb-Douglas case (γ = .7, α = .6, βi = .2, βc = .5, Yk = C2, 000 and

H̄ = .3Yp). Figure 1 plots the resulting difference V i − V c at each level of parental

income (from 4 to 28 thousand C). For very low income parents, who are likely to be

15Even if the model assumes that the parents react to an increase in the child’s income and make

him pay more for his private consumption (the usual income pooling feature of altruism), it indirectly

captures the possibility for the child’s to ‘consume’ more if co-residing, that is for instance to save

before leaving home.
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constrained, the slope is low, as their income has little effect. As income rises, from

q1 to the median, the slope is negative, the child stays more if he benefits more from

co-residence, the parents are proximity altruists. Above the median income, parents

are no more constrained and become active standard altruists, the slope is positive,

and more parental income helps the child move out. The model nicely captures the

intuitive fact that housing economies of scales are important for low income parents,

making them proximity altruists rather than standard altruists.

4 Empirical specification and data

The model suggests that the child’s differences in utility levels while living indepen-

dently or co-residing can be written as:

V i − V c = f(Yp, Yk, H̄, βc, βi, n, δ, ρk).

I test a linear probability model, where the dependent variable is a dummy equal to 1

if the child is independent and 0 if he co-resides16. As the theory showed that parental

income Yp can have a positive, negative or null influence it suggests the use of a flexible

form. After testing the parental income effect non parametrically17, I decided on a fifth

degree polynomial in parental income.

The preference parameters βc and βi are unknown. Child’s sex and age, age of

parents, a dummy for having an immigrant parent (born abroad, and non French by

birth) and family type (whether the child has or had his two parents at home, or

one single parent, or a parent and a step-parent) are used as proxies. n will be the

number of siblings prior to the child’s departure. H̄ is introduced as a vector of housing

quality variables: whether the dwelling is a house or an apartment, number of bedrooms

per child and location (city size). Number of bedrooms and whether the parents are

renters in the public sector also proxy for δ the intensity of the economies of scales in

the parents’ home. Note that family type is likely to be both a sign of ‘home quality’

through privacy costs and to influence altruism. The housing price ρk faced by the

16Logit models yield the same qualitative results (Laferrère and Bessière, 2003).
17Using dummies for C 1,000 income intervals or polynomial spline functions with knots at deciles.

I use parental income by equivalent adults (estimated prior to the child’s departure). As the date

of nest-leaving is not known, children were assumed to leave by birth order. Using parental income

without deflating by an equivalence scale gives the same qualitative results (Laferrère and Bessière,

2003).
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child is not observed for independent children (because of the data) nor for co-residing

children (because where they will settle is not known). Most studies do not address

the child’s location choice or implicitly assume that he faces the same housing market

as the parents (see for instance Haurin et al., 1993). I do not address location choice

here, but housing prices are proxied by the size of the city where the parents live. I

show below that as children tend to move to urban location, it captures both parental

neighborhood quality and the price the children face in large cities.

An important feature of the model is that parental income Yp and parental housing

consumption H̄ are introduced separately. Indeed I argue that not introducing housing

characteristics would bias the measure of the effect of parental income (see Appendix 3).

Identification of income and housing effects relies on the non-transferability of housing.

The assumption of fixed, non-fungible, parental housing means that the parents do not

sell the house (or move) to consume more, nor downsize to help the child move out.

While the parents can transfer some of their cash income to the child, they cannot

extract housing equity and transfer the part of their consumption that is embedded

in the house. In other words, I assume housing is chosen by the parents long before

the child’s decision to move out and is influenced by the parents’ permanent income,

while cash transfers to the child react to their current income. Indeed the correlation

between current parental income and housing expenses is not perfect: it is 0.44 for

tenants of the private sector and 0.24 for those in public housing.

It could be argued that the parents’ housing choices are not fully exogenous to

the child’s nest-leaving. Parents wanting the child to move out may have deliberately

chosen an ill suited dwelling, and conversely18. I show in Appendix 3 that the parents’

taste for co-residence influencing housing choice does not preclude identification of

both income and housing effects, providing the influence of the parents’s taste for

co-residence on their housing choices is independent of their income.

Longitudinal household panel data are well adapted to the study of life-cycle tran-

sitions because they provide information on how both the child’s and the parents’

characteristics evolve over time. However the samples are often small, and precise

housing questions are but a few. Besides, endogenous attrition is important since nest-

leaving is linked to a higher probability for the new household to be missing from the

data. Armed only with cross section data, I develop a second-best strategy, thanks

to extra questions of the last French Housing survey which relates parents and their

18But a house unsuitable for a 20 years old may be perfect to greet future grand-children: the time

horizon of the family decision is likely to play a role.
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independent children. I build a representative sample of youths aged 18-29 living with

their parents or independent, where parents and child’s main characteristics, such as

income, are known (see Appendix 1).

5 Empirical tests

Even if it is not the focus of this paper, I start by checking the influence of child’s

sex, age and income on co-residence. There is a strong effect of age, and females are

more prone to leave their parents than males (Table 2). Privacy costs are likely to rise

with age, and they are more important for young women than for young men since

they marry earlier19. As predicted by the theory, there is a strong positive effect of the

child’s income. These results are in line with what is found elsewhere and are robust

to adding the parents’ income to which I now turn.

5.1 The interplay of parental income and nest characteristics

Parental income is found to affect departure significantly, but its influence is small

compared to the child’s and non linear (Table 3 , model 1)20. The thin full line of Fig.

2 plots the estimated independence rate by parental income level for a child whose

other characteristics are at the sample means. The main quantiles of parental income

are also indicated. For a vast majority of families the slope is negative. Up to the

third quartile of income the higher the income the more the child co-resides. For richer

parents income has no significant effect on the child’s departure. The slope becomes

positive only for the children with the richest 15% of parents. Defining an ‘economically

significant’ effect as one where C1000 more of parental income increase independence

by more than 0.25 percentage point, a positive effect is found only for the very top

19Because of time constraint on their fertility among other reasons. The effect remains when con-

trolling for living with a partner, but the variable is not used since it is endogenous.
20The model assumes that parental income is exogenous, that is parents’ labor force participation

is not affected by their child leaving home. There is no evidence that the activity rate of mothers

increases as age of last teen age or adult child rises (I thank Guy Laroque for his computation of

the French Labor Force surveys). Retirement decisions could be influenced by the number of co-

residing children, but they are not very flexible in France and take place later (Table A1). However

income from welfare benefits is likely to be reduced by the child’s departure. Such endogeneity would

underestimate the positive effect of parental income, and overstate its negative effect. I checked such

bias by separating parental labor income from other types of income. As the qualitative results are

unchanged I stick to total income. Housing subsidies are excluded from parental income.
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percentiles (7% of the children ) of parental income. Taken at face value it would prove

that most parents do not help their child move out and that three quarters of children

stay home all the more that they can benefit from more consumption through a higher

parental income.

I argued above that parental help to the child can take the form of providing a home

for co-residence, and that the effect of parental income is biased if housing consumption

is not taken into account. Model 2 of Table 3 introduces housing quality. The effects of

the housing variables are the following. Compared to private sector tenants’ or owner-

occupiers’, children whose parents are tenants in the public rental sector are the most

likely to co-reside21. For them the economies of scale are higher as the rent is subsidized

and it is relatively more costly to get the same level of housing services outside the

parents’ home. Conversely, the private sector tenants’ children are the most likely to

be independent, more than owner-occupiers’ children22. The location of the dwelling is

very important: compared to a baseline estimated probability (parental income set to

the median, other characteristics at sample means) to be independent of 56%, a child

whose parents live in a small town has an estimated probability of 58.7% , the estimated

rate is 54.6% for children whose parents live in large cities, above 200,000 inhabitants,

and it is only 45.5% in the Paris area (Table 5, panel 1, all children). The interpretation

in terms of housing consumption is that cities provide education and job opportunities

that can be seen as public goods for the young adults. Thus a ‘bad quality’ that

children are fleeing from is the lack of those public goods23. Those goods translate

into higher land cost, hence a second reinforcing effect: since housing prices increase

with urbanization, children are all the more likely to stay home that their parents live

in a high price area24. Space is also important: the more rooms, the more the child

stays. Dividing by two the number of bedrooms per child increases co-residence by 2.5

percentage points25. An apartment is more likely to have been left than a house. It

21Ermisch (1999) finds the same for Britain.
22Owner-occupiers and public housing renters are less likely to move when their children leave (the

former face mobility costs and many of the latter would not get another subsidized home since they

are likely to be no more eligible), and gain in other consumption. The variables may also capture

intergenerational transmission of preferences for residential mobility
23Martinez-Granado and Ruiz-Castillo (2002) find that living in a city increases the propensity to

be independent because they only look at where the child lives, that is either his home or his parents.

My interpretation is the opposite: children stay in or move to cities.
24Ermisch (1999) finds that higher regional relative prices retard home leaving.
25Estimated parameter times the average number of bedrooms per child divided by two. Using total

number of rooms instead of number of bedrooms per child yields the same qualitative results. Larger
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may bring less privacy. Having more than one sibling increases the probability to leave.

This suggests both space constraint and privacy costs. An alternative to a vector of

housing characteristics is to introduce parental housing expenses (as estimated from

a hedonic model, see Appendix 1). A hundred euros increase in parental rent raises

the hazard to co-reside by 1.8 percentage points (Table A2). Introducing all the other

housing characteristics, the effect of total expenses is still very significant, but smaller

(0.6 point), and the other housing characteristics keep their own effect. It proves that

housing expenses do not capture all the dimensions of housing consumption. Since I am

interested in the various effects of housing characteristics, I drop the housing expense

variables in this paper26.

Once housing characteristics are introduced, the profile of the parental income effect

is changed (Fig. 2 full bold line). Up to the median, the effect is still negative but its

intensity is lower. Compared to a baseline independence rate of 56% at the median

parental income, the rate was 7.7 points higher for a child whose parents are at the

lower decile when housing was not taken into account, it is only 4.2 points higher when

it is (Table 5, panel 1). Put differently, when the effect of income is of 4.2 percentage

points, the effect of housing is of 3.5 (7.7 - 4.2), i.e. of the same order of magnitude. For

children of low income parents both a bad home and a lower income are an inducement

to leave. Above the median, as parental income grows, for roughly a third of the

children, the effect of parents’ income is nil; finally for the top 12% of parental income

the effect is positive (C1000 more of parental income increase independence by more

than 0.25 percentage point). Those parents can influence the child’s departure by a

cash transfer27. However the intensity of the positive effect remains very small: a child

with a parent at the d9 level of income (upper decile limit) has 1.8 percentage points

more chance to be independent than a child whose parent is at q3 (third quartile). Not

including the housing variables, a child with parents at d9 had less (0.1 percentage

point) chance to be independent than a child at q3 because the 1.8 pushing out income

influence was overridden by a pulling in housing effect of 1.9. Not including the housing

variables translated into on average 7% of parents of 18-29 youths helping the children

to be independent; including them nearly doubles the proportion and 12% of parents

homes go along with more scale economies: this would reinforce the effect.
26The parental income effect is left unchanged (see Table A2 in the Appendix). Besides, parental

housing characteristics are likely to reflect idiosyncratic tastes of families, linked to unobserved het-

erogeneity, hence to correct for the possible endogeneity of parents’ housing choices.
27The transfers are not observed. Their existence is only inferred from the sign of the parental

income effect, as predicted by the theoretical model.
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help the child move out. Therefore, ignoring housing effects biased the results against

the standard altruistic prediction. As ‘good’ homes are likely to be those of richer

parents, this points to the push/pull effect predicted by the theory: a high income

(mildly) pushes the children out of the home, but better dwellings pull them back

home. As for the negative effect of income for children of the bottom half of the

parental income distribution, which is less intense once housing is taken into account,

it is compatible either with proximity altruism or with parents bribing the children to

stay (the ‘Italian’ non altruistic interpretation, see Manacorda et al. 2002 or Becker

et al. 2002). But I interpret the fact that the income effect is positive for the less

constrained of parents as ruling out a general bribing.

The robustness of the results is checked by restricting the sample to parents who

have not moved in the last 5 years, out of a concern that parents’ housing conditions

were not exactly those the out-of-nest child had met with, if the parents had moved

since the child’s departure. The results are unchanged (Table 4, model 1 and 2, and

Fig. 3, dotted lines, non mobile)28.

5.2 Privacy, altruism and step-parents

Looking at the effect of family-type allows to get more insight into privacy costs or the

strength of altruism. Either the child has or had his two parents at home (67% of the

children), or he has only one single parent (lone father, 2%, or lone mother, 17%), or

he has a parent and a step-parent (step-father, 9% or step-mother, 5%). Family type

has a strong influence on co-residence. Compared to having both parents, living with

a step-father increases the probability to live independently by 13 to 15 percentage

points, living with a step-mother by 24 to 25 (Tables 3 and 4). This can be interpreted

as privacy costs for parents and child. Besides there might be less services flowing

to children living in ‘blended’ families29. Children of a single mother are also more

likely to have left but the effect is much lower. The step-parent effect may be biased

upward (especially the step-mother effect) because, unknown to the researcher, some

of those adult children who have left may be living with their other parent (especially

their mother) or may have never lived in the interviewed dwelling (see Appendix 1).

28I also separated parental income into labor and non labor income, or excluded child’s income from

the model: the qualitative results are the same but standard altruism is always more frequent than in

the basic specification. The effect of the housing variables are unchanged. They are also the same on

a non-trimmed sample.
29See Case et al. (2000), for evidence on food consumption.
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However a huge literature confirms our result30. In a family fixed-effect model (last

columns of Table 2), the step-parent variables are still very significant. The family type

effects are the same on a sub-sample of non mobile parents (Tables 2 and 4).

Another interpretation is that altruism is different when two parents are involved,

by the sheer number of parents (two is more than one) or because the links are tighter

than after a divorce or a re-marriage31. In the next specification (model 3 in Table 3)

all effects are allowed to vary with family type (all variables are interacted with the

three family types).

The results for parental income effect are now on Figure 4. It shows that for

two-parent or single parent families, the overall effect is of the same convex profile

as above. For children with a step-parent the profile is either downward (as parental

income increases the child is less likely to have left), or flat (income has no influence).

There is no sign of standard altruism towards independent children in step-families.

The fact that a negative effect of parental income is more prevalent in step-families is a

second reason to reject the interpretation in terms of parents bribing the child to stay:

such a bribe would be unlikely to happen more in step-families than in two-parents

families.

Figure 4 also shows the 95% confidence intervals of the estimated independence

rates. The difference between family types are clear but the effect of parental income

should not be outstretched. However one important point is that the graphs have a

minimum, for children of two or single parents. It is at C13,028 ± 2,389 for children

with two parents and C14,282 ± 3,231 for those with a single parent. The standard

errors for those minima (computed for the variance covariance matrix of the parameters

αi of the income polynomial and the vector (
∑

i(i−1)αiŷ
i−2)−1[iyi−1] at the minimum ŷ)

are such that the differences between children with two-parents and those with a single

30See for instance Aquilino (1991). Another source for a bias could be that the child has unobserved

resources from the absent parent that help him to leave. However in case of children co-residing

with a step-parent only 2% of households mention receiving alimony, and 3.5% of single parents

do so. Alimony cannot be individualized in the data and is added to the parental income. In the

1980’s frequent contact with the non-custodial parent was maintained in only 17% of U.S. families

(Furstenberg et al., 1983).
31However each altruistic parent can free-ride on the other’s altruism (Laferrère and Wolff, 2004).

This could happen after a divorce. Strictly speaking I do not measure altruism but only whether

different types of parents are more or less constrained in expressing it. In any cases altruism has no

moral connotation: it only measures the intensity of parental deference to the child’s utility (Pollak,

2003).
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parent are not significant. Translated into percentiles of parental income, for children

with their two-parents, the slope becomes positive (with the same .25 percentage point

significance cutoff as above) for those with parents in the top 15%, whereas for a child

with a single parent it is so for the top 10 percent only, because parental income is

lower for them than in two parents families. A child whose single parent is at the

lowest decile (d1) has an independence rate of 61.9% compared to 51.8% for a parent

at q3, some ten points more (Table 5). For the child of a single parent getting more

consumption at home (proximity altruism) induces staying32.

The influence of the housing variables varies slightly with the family situation (Table

3, model 3). The public housing effect is felt only for two-parent and single parent

families. The number of bedrooms per child seems more crucial in step or single parent

families, where the effect more than doubles. The influence of the number of siblings

is rather less in step-families. On the sub-sample of parents who have not moved in

the last five years, the parental income effect is flat for children of a step-parent, when

housing variables are controlled for. It could mean that the only transfer they get is

through housing consumption. The profiles are unchanged for children of two parents

and of single parents (Table 4).

5.3 Altruism and child’s age

It seems likely that altruism and tastes for privacy may differ with the child’s age.

Besides, the child’s income, which determines the transfer regime, increases with age.

Indeed the mean income of a child who is less than 23 is C3, 300, it is C8, 700 when

the child is above 22 and below 25 and it is C13, 000 when he is older. Only keeping

a subsample of children with their two parents, I interact all variables with child’s

age. Three age groups are considered: 18-22, 23-25 and 26-29. In each case two

specifications are as before tested, without and with the housing variables. The results

are summarized in Table 5 (panel 2) and Fig. 5a, 5b and 5c. Table 5 presents, in

each case, the estimated baseline independence rate and how it varies with parental

income, the number of bedrooms per child and the location of the parents’ home. It also

provides an estimation of the percentage of children whose parents can be said to be

‘standard altruists’ (their income helps their children be independent), or ‘altruistic by

32Note that the negative slope of parental income is more steep for children of single parents than

for those with step-parents: the d1-q3 difference is only of 5.9 percentage points for the latter. It

could be interpreted as proximity altruism being higher for the former.
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proximity’ (the less income the more the child leaves33). The results are the following:

(1) The influence of parental income is felt at all ages, but it differs. It has a positive

effect on independence for the youngest (aged 18-22): increasing parental income from

q1 to q3 adds 4.3 points to the estimated independence rate. The effect is negative for

older children, the same increase in income decreases independence rate by 3.5 points

for age 23-25 and by 3.3 for age 26-29.

(2) Standard altruism declines as the child ages and disappears when the child is

above 26 years old. When the child is below 22 the effect of parental income is positive

for children in the top two-third of the parental income distribution34. For 23-25 years

old altruism is less frequent, the effect is positive for only the top 20% of parental

income, and its intensity is lower. For children above 25, standard altruism is absent.

If the reader remembers that standard altruism means income sharing between parents

and an independent child, it makes sense that it should decline as the child ages35.

(3) Proximity altruism is barely visible for 18-22 year-old. When the child is aged

23 to 25, it becomes more important for the bottom 60% of the parental income dis-

tribution. Above 25 a large majority of children are more likely to co-reside when the

parents are richer, but the intensity of the impact is low and declining as income rises.

As he gets older, a child stays only when he can benefit from enough consumption from

his parents and the parents seem to finance less of the co-residing child’s consumption

as he ages. The importance of parental income for the youngest youths is likely to be

linked to the choice to go into higher education and to where this education is provided.

If it is offered nearby, studying does not imply moving out of the parental home. If

not, the result points to the importance of family income to help the child leaving

home to study. As more advanced and higher level education is less likely to be found

nearby, the child’s choice is more than just living independently: it is probably between

education and immediate work, and between (standard) education nearby and (better)

education further away. This suggests that parental housing decisions and income play

an important role in the human capital accumulation of young adults. As students

cannot be isolated in the data, I cannot probe further into education choices36.

33As above, a C1,000 increase in parental annual income raises the probability to leave or to stay

by more than 0.25 percentage points.
34Distributions are computed by child age.
35When observed living independently at, say, 27 years old, a child may well have left at 21, with

the help of the parents. What is found is that those who have left by the age of 27 do not have higher

income parents than those who have not, cet.par..
36Laferrère and le Blanc (2003) concentrate on students’ residential choices.
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(4) Less bedrooms per child becomes an inducement to leave only above the age of

22. The taste for privacy in terms of private space may be increasing with age. On the

contrary the effect of geography is important at an early age, probably as children need

to leave to get some types of higher education. It is less important after age 25, when

only Parisians are found to be more likely to co-reside, which is linked to high housing

prices in the Paris region. The pulling in effect of parents living in public housing is

present only for younger children. It suggests some kind of mobility trap for the public

housing children, which could partly explain the high rate of youth unemployment in

public housing areas.

(5) Not controlling for housing characteristics biases the results against standard

altruism, and towards proximity altruism at all ages. A large part of parental transfers

are in the form of providing shelter to co-residing children.

6 Conclusion

Starting by observing that the effect of parental income on nest-leaving was still an

unsettled theoretical and empirical issue, this paper suggests some reasons for the

conflicting results of previous studies. The effect of parental income is non linear and

can be either negative or positive. This is predicted by a theoretical model where

parents can be either ‘standard altruists’, helping the child to leave by making a cash

transfer (hence the positive effect of their income), or they can be just ‘proximity

altruists’, offering food and shelter to their children (hence the negative effect of their

income on nest-leaving). The models also predicts that a higher quality, in a broad

sense, or a lower price of the housing services offered by the parents induce the child

to co-reside. Hence the ‘push out/pull in’ effect of more parental income and housing

in case of standard altruism and the ‘pull in’ effect of both more parental income and

housing in case of proximity altruism.

Analysis from the French Housing survey does not reject the model. If the parental

home is well situated, near jobs and higher education, if it offers more space, if it is

less crowded, children stay more. If parental housing consumption is subsidized, the

child is also less likely to leave. Taking housing characteristics into account, the effect

of parental income is either counteracted, in case of standard altruism, or reinforced, in

case of proximity altruism. The magnitude of housing effects seems larger than those

of parental income. For a child living with his two parents, their living in the Paris

region decreases independence by 11 percentage points, dividing by two the number of
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bedrooms per child increases it by 1.5 percentage points, compared to an increase of

0.4 percentage points when parents’ income is increased by C5,600 (i.e. goes from the

median to q3 of the distribution) or an increase of 2.2 point when parental income is

increased by another C7,600 (i.e. goes from q3 to the top decile of the distribution).

Sharing a home involves more than purely material gains or costs as the privacy costs

of co-residence are important for children living with a step-parent, who are more likely

to leave. Depending on family type the effect of parental income varies, with standard

altruism being more frequent in two-parents families than for single parents who are

probably more income constrained, and being absent for step-parents. I also find that

standard altruism declines as the child ages, while proximity altruism first increases

then also declines in intensity.

What is found is compatible with rich altruistic parents helping their children move

out. This is the case for two-third of young adults in two-parent families, where parental

income has a positive effect. This strongly suggests that parental housing decisions and

income play an important role in the human capital accumulation of young adults. In

blended families, where on the whole children stay less, or for older children, a higher

parental income induces the child to stay, not to leave. Then low income and bad

housing conditions push the children out. In the end, both privileged and under-

privileged children may be leaving more or earlier than middle class children. Further

research should address the welfare consequences of an early or a late departure for the

child, and probe into the precise links between parental housing and income, family

type, and child’s decision of higher education or work.
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Appendix 1: The 2002 French National Housing survey

The last French Housing survey was conducted between December 2001 and March

2002 on a national representative sample of 32,156 households. It provides a direct

representative sample of youths aged 18-29; but such a sample cannot be used here

because nothing is known on the parents of independent youths. However, besides

describing all members of the family, parents were asked whether they had children

living outside their household. For each such child, sex, age, education level, links to

parents and whether he lives with a partner is known. Thanks to this special feature of

the survey, another individual level sample can be created, comprising 5,327 co-residing

and 8,080 independent children37.

This sample should be of a size similar to the direct sample of the 18-29 popula-

tion, as it represents the children of a representative sample of parents. It is actually

larger: there are only 6,898 direct observations of independent youths aged 18-29 in

the survey. One reason is that the sample includes the 3.48% of children who live in

institutions (according to the 1999 census). Another is that some children are declared

as living outside the household both by their father and their mother if the parents live

separately. A non custodial father would declare he has a daughter living outside. She

could be living with her mother or be independent but never have lived in her father’s

home. This is clear on the graphs comparing the proportion of independent young

adults at each age. It goes from 11% at 18 years old to 73% at 25, 90% at 30 (Fig. A1,

direct sample). The graph for our indirect sample (Fig. A1, non-trimmed sample, dot-

ted line) is above that of the direct sample, especially at younger ages, because of this

double counting. Fortunately the data allow to define the precise relationship of the

child to the parents: either he has his two parents at home, or only one single parent,

or a parent and a step-parent. Breaking the sample by family type, the rate of inde-

pendent living is much higher for children with a step-parent, or to a lesser extent for

children of a single parent. While this has been found repeatedly in previous studies,38

the extent of the effect is overstated here. The survey does not provide any clue to

extract among those some 1,182 (8,080-6,898) ‘extra’ children those who had actually

lived in the interviewed household. I assumed most of them are likely to have been

declared by fathers, and eliminated from the sample 597 independent children of non

widower single fathers and 257 independent children of a divorced father living with a

37Independent children whose parents could not provide age or education level, or who lived more

than 500 km away from non-French parents were left aside.
38See footnote 6.
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partner whom he has not remarried, as custody was not likely to be the father’s in that

case. This leaves a sample of 7,226 independent children. On the trimmed sample the

age rate of independent living is closer to that of the direct sample (Fig. A1, trimmed

sample). To check the sensibility of the results to the sample definition, all tests in

the paper are duplicated on various subsamples. Firstly including the 597+257 outside

children eliminated above, secondly excluding those whose parents moved during the

last 5 years, assuming that if the parents did not move, the child is more likely to have

lived in the dwelling.

Estimation of housing expenses

Parental housing expenses are either the observed rents as declared in the survey, or

imputed rents for owner-occupiers or public housing tenants. Rents were imputed from

households characteristics as follows. Hedonic regressions were run on all private sector

renters in the survey, separately for apartments and houses. They relate the rent to

house and household’s characteristics. Variables include dwelling characteristics: area

in square meters, number of rooms, area par room, a dummy for average room being

less than 15 m2, presence of a garage, of an outside car-park, comfort, day noise,

night noise, safety, age, and, for apartments, floor level, presence of a lift, number

of apartments in the building. Dummies for detailed location (city size and region)

were also introduced, along with some household’s characteristics such as number of

children, satisfaction and dissatisfaction about housing conditions, length of tenure

and its square. When comparing parents’ and independent children’ housing expenses

(section 2) I use a subsample of the direct survey sample: children who have recently

left their parents and were asked about their housing characteristics.

Imputing the independent child’s income

From observations on all independent youths aged 18-29 in the survey an equation

is estimated relating income to age, partnership, sex and education level (R2 = 0.2523).

Then the estimated parameters are used to impute the income of independent youths

whose parents were interviewed but who were not themselves.
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Appendix 2: The Cobb-Douglas case

In the Cobb-Douglas case, the parents maximize, when co-residing with their young

child:

γylnCp + (1− γy)lnHp

under Cp + ρHp − Yp − Yk = 0.

There is no use in introducing an altruism parameter because the child income is so low

that the parents are providing for food and shelter. Then Hp = 1−γy

ρ
(Yp + Yk) which I

assume is equal to H̄ = 1−γy

ρ
Yp. With Cobb-Douglas the public good aspect of housing

is not taken into account, and plugs in rather artificially in the end. Some years later,

the child is an adult, and when he is still co-residing, the parents maximize:

max
Cp,Ck,T c

γlnCp + φlnHp + βc[αlnCk + (1− α)lnHp]

s.t.

Cp + T c = Ȳp,

Ck = Yk + T c,

T c ≥ 0,

(3)

with βc + γ + φ = 1, Hp = H̄, fixed, and Ȳp = Yp − ρH̄. T c is the extra private

consumption that the child gets if his parents are unconstrained, i.e. their transfer. If

T c > 0, the two BC can be pooled and the FOC are:

γ

Cp

=
βcα

Ck

,

then:

Cc
k =

βcα

γ + βcα
(Ȳp + Yk),

and:

T c =
βcα

γ + βcα
Ȳp −

γ

γ + βcα
Yk.

T c is positive if Ȳp

Yk
> γ

βcα
.

But if the ratio of parents’ to child’s income is low enough, or βc or α very low,

T c = 0. Then, the child still enjoys freely the parental home, but he pays for all his

own private expenses and Ck = Yk.

When the child is independent, the parents choose Cp, Ck and Hk (again Hp has
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been chosen before) by maximizing:

max
Cp,Ck,Hk,T i

γlnCp + φlnHp + βc[αlnCk + (1− α)lnHk]

s.t.

Cp + T i = Ȳp,

Ck + ρkHk − Yk − T i = 0,

T i ≥ 0,

(4)

Again, two cases have to be distinguished.

1. First T i > 0. Then the two BC can be pooled:

Cp − Ȳp + Ck + ρkHk − Yk = 0

The FOC are:
γ

Cp

=
βiα

Ck

=
βi(1− α)

ρkHk

.

Then:

H i
k =

βi(1− α)

ρk(γ + βi)
(Ȳp + Yk)

Ci
k =

βiα

γ + βi
(Ȳp + Yk)

and:

T i =
βi

γ + βi
Ȳp −

γ

γ + βi
Yk.

This gives the condition for T i positive: Ȳp

Yk
> γ

βi . The higher the parental income

or altruism parameter, the less weight the parents put on their consumption, the

lower the child’s income, the more likely is a monetary transfer to take place.

2. In the second case where the constraint on transfer is binding, T i = 0, the

child has to do with his own income, and maximizes αlnCk + (1− α)lnHk under

Ck + ρkHk − Yk = 0, which gives H i
k = 1−α

ρk
Yk and Ci

k = αYk.

If βc = βi = β, there are three possible transfer regimes.

1. If γ
β

< Ȳp

Yk
< γ

βα
, then T i > 0 and T c = 0.

2. If Ȳp

Yk
> γ

βα
, then T i > 0 and T c > 0.

3. If Ȳp

Yk
< γ

β
then Ȳp

Yk
< γ

βα
and T i = 0 and T c = 0.
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If βc > βi and more precisely βc > βi/α, the first regime does not exist and is

replaced by T c > 0 and T i = 0 when γ
βcα

< Ȳp

Yk
< γ

βi .

The child has four possible utility levels, V c in the co-residence state, and V i in

independence, depending on whether the parents make a financial transfer or not.

V c|T c=0 = αln Yk + (1− α) ln H̄ + (1− α) ln nδ−1

V c|T c>0 = αln(Ȳp + Yk) + (1− α) ln H̄ + (1− α)ln nδ−1 + αln βcα
γ+βcα

V i|T i=0 = ln Yk + (1− α) ln((1− α)/ρk) + αln α

V i|T i>0 = ln (Ȳp + Yk) + (1− α) ln((1− α)/ρk) + ln βi

βi+γ
+ αln α

(5)

In each case V i − V c can be computed, by which the child decides whether he leaves

or not. Then the partial derivatives of V i − V c gives the effect of Yp, Yk, n, δ, β, ρk

and H̄ on the probability to leave the nest which are summarized in Table 1.

Income effects

1. If T c > 0 and T i > 0:

∂(V i − V c)

∂Yp

=
∂(V i − V c)

∂Yk

=
1− α

Ȳp + Yk

> 0

The sign is the same if T c = 0 and T i > 0.

∂(V i − V c)

∂βi
=

γ

βi(βi + γ)
> 0

2. If T c > 0 and T i = 0:

∂(V i − V c)

∂Yp

=
−α

Ȳp + Yk

< 0.

∂(V i − V c)

∂Yk

=
Ȳp + (1− α)Yk

Yk(Ȳp + Yk)
> 0

∂(V i − V c)

∂βc
=

−(αγ)

βc(γ + βcα)
< 0

3. If T c = 0 and T i = 0:

∂(V i − V c)

∂Yp

= 0
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∂(V i − V c)

∂Yk

=
1− α

Yk

> 0

Other effects

In all cases,
∂(V i − V c)

∂n
= −(δ − 1)/n < 0

∂(V i − V c)

∂δ
= −(1− α)ln n < 0

∂(V i − V c)

∂ρk

< 0

∂(V i − V c)

∂H̄
= −(1− α)/H̄ < 0.
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Appendix 3: The reduced form econometric specification

Assume the choice of the family are the following:

H = h1X + h2Yp + eh (6)

I∗ = a1X + a2Yp + a3H + a4Z + ei, (7)

where H is housing consumption, Yp the parental income, X and Z vectors of household

or child’s characteristics, I∗ the latent variable governing independence. The e are

assumed to be well behaved independent error terms.

Replacing H in Eq. (7):

I∗ = (a1 + a3h1)X + (a2 + a 3
−
h 2

+
)Yp + a4Z + (ei + a3eh),

In a regression of I∗ on Yp, Z and X, ignoring H, the coefficient of Yp is not the

true a2 but a2 + a3h2. If housing consumption increases with income (h2 > 0) and if

independence decreases with housing consumption (a3 < 0), a2 is reduced. Its positive

effect is under estimated and its negative effect is overstated in a model that does not

take H into account.

Suppose now that there is an unobserved parents’ taste for children’s co-residence

CT that influences their housing choice H
′
= H + CT . There is no way to separate

an exogenous shock on parental housing consumption and their deliberate choice of a

house more or less suited to a co-residing adult child. If CT is independent of parental

income, Eq. (7) estimation of housing effect incorporates this unobserved taste effect,

but a2 and a3 are unbiased. If the taste for co-residence CT depends on parental

income, for instance CT = γYp, ignoring it in the estimation of (7) involves a bias.

The coefficient of Yp would be a2 +a 3
−
γ. If γ > 0 (the richer the parents the more they

value co-residence), a3γ is negative and the positive effect of parental income is again

underestimated, while the negative effect is overstated. But if γ < 0 (richer parents

are less likely to have a taste for co-residence), a3γ is positive and the effect of parental

income is overstated if positive and under estimated if negative.

If one is convinced that the taste for an independent child is stronger for richer

parents (for instance because they value self assertiveness or because they do not need

the child’s services), then a3γ > 0 and standard altruism is overstated and proximity

altruism is under estimated. It is the reverse if poorer parents are those who value

independence more, or want to get rid of an extra mouth to feed. The family type

variable, parents’ age and nationality, and all housing characteristics in the models are

31



meant to capture the observable part of parental tastes. The reduced form estimates

of the present paper identify the true effect of housing and parental income only if the

unobserved parental taste for co-residence is not linked to income. Probing deeper into

parental preferences and choices would require other data.
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Table A1. Sample description  
 
 

  mean
standard 
deviation

    
Adult child’s characteristics   
independent  0.576 0.494 
age  23.416 3.520 
female  0.485 0.500 
Live with partner  0.359 0.480 
Income (1000 € per year)  7.766 6.337 
Parent’s home characteristics   

number of persons  3.509 1.482 
1 other  sibling  0.195 0.396 
2 other siblings  0.328 0.469 
3 other siblings  0.244 0.430 
4 other siblings or more  0.190 0.392 
apartment  0.275 0.447 
Number of rooms  4.916 1.519 
50-100.000 inhabitants  0.072 0.259 
100-200.000  0.058 0.234 
> 200.000 inhabitants  0.243 0.429 
Paris region  0.120 0.325 
Number of bedrooms/child 1.152 0.775 
Step-father  0.089 0.285 
Step-mother  0.051 0.221 
single mother  0.170 0.376 
single father  0.019 0.138 
Age of parents  51.72 7.008 
immigrant  0.122 0.328 
1 sibling  0.355 0.479 
2 siblings  0.213 0.409 
3 siblings  0.080 0.272 
4 siblings or more  0.063 0.242 
Parent public sector tenant 0.187 0.390 
Parent private sector 
tenant  0.133 0.340 
Parent owner occupier 0.680 0.466 
Parental income/Equiv. Adult (1000 € per 
year) 13.724 10.953 
Rent (actual or imputed, 100 €/month) 5.345 1.866 
Number of observations 12,553  
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Table A2 
Model of independence  
(Including total parental housing expenses) 

  parameter prob>T parameter prob>T 
  estimate  estimate  

Intercept -0.2582 0.0025 -0.2212 0.000 
age 0.0184 0.000 0.0183 0.000 
female 0.1935 0.000 0.1950 0.000 
income (1000 €) 0.0548 0.000 0.0554 0.000 
income squared -0.0008 0.001 -0.0008 0.000 
Step-father 0.1479 0.000 0.1546 0.000 
Step-mother 0.2496 0.000 0.2610 0.000 
Single mother 0.0450 0.000 0.0502 0.000 
Single father -0.1549 0.000 -0.1450 0.000 
age of parent 0.0011 0.084 0.0006 0.345 
immigrant -0.1006 0.000 -0.1120 0.000 
Parental income/Eq.Adult -0,0148 0.000 -0.0154 0.000 
Income square  10e-3 0,6994 0.000 0.7224 0.000 
Income cubic    10e-3 -0,0106 0.000 -0.0110 0.000 
Income 4          10e-6 0,0629 0.000 0.0647 0.000 
Income 5          10e-6 -0,0001 0.000 -0.0001 0.000 
Private sector tenant 0,0624 0.000   
owner-occupier 0,0373 0.002   
>200.000 inhabitants -0,0351 0.000   
Paris area -0,1151 0.000   
apartment 0,0348 0.000   
bedrooms/child -0,0407 0.000   
Housing expenses -0.0064 0.019 -0.0180 0.000 
1 sibling 0.0153 0.165 0.0486 0.000 
2 siblings 0.0334 0.015 0.0778 0.000 
3 siblings 0.0967 0.000 0.1440 0.000 
4 siblings or more 0.0952 0.000 0.1452 0.000 
R² 0.4613   0.4550   
Number of observations 12,553   12,553   
Number of families 7,612   7,612  
Linear probability model of being independent. Standard error corrected for cluster observations.
Housing expenses are computed from hedonic models as explained in Appendix 1  
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Figure A1. Rate of independent living by age
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Fig. 1. Simulated theoretical effect of parental income (Vi -Vc, Yk=2, H=0,3*Yp)
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The estimated independence rates are computed from table 3 (model 1, thin line and model 2, bold 
line) and the confidence intervals from the variance covariance matrix of the parameters. Various 
quantiles of parental income by equivalent consumption unit (in 1000 €) are also shown. 

 
Fig. 2. Estimated independence rate by parental income 
         (all children, with 95% confidence intervals)   
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 Fig. 3. Estimated independence rate by parental income (all children, full lines and those  

of non mobile parents, dotted lines)   
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The estimated independence rates are computed from table 3 (model 3) and the confidence intervals 
from the variance covariance matrix of the parameters. Various quantiles of parental income by 
equivalent consumption unit (in 1000 €) are also shown: in bold the quantiles on the sample of 
children with 2 parents or a step parent, in light-faced the quantiles for children with a single parent. 
 

Fig. 4. Estimated independence rate by parental income and family type (all 
children)
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Fig. 5a. Estimated independence rate by parental income 
(18-22 children with two parents)
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Fig. 5b. Estimated independence rate by parental income 
(23-25 children with two parents)
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Fig. 5c. Estimated independence rate by parental income 
(26-29 children with two parents)
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Table 2.  Linear probability model of independence: child’s and family type variables 
 
 All parents non mobiles 

parents 
  Fixed-effect Fixed-effect 
Variable Coef. Pr > |t| Coef. P>|z| Coef. P>|z| 
Intercept -0.3504 0.000 -0.4030 0.000 -0.4030 0.000 
Age 0.0189 0.000 0.0241 0.000 0.0273 0.000 
Female 0.1960 0.000 0.1950 0.000 0.1969 0.000 
Income 
 (1000 €) 0.0560 0.000 0.0470 0.000 0.0481 0.000 
Income squared -0.0009 0.001 -0.0007 0.000 -0.0006 0.000 
Step-father 0.1885 0.000 0.1092 0.007 0.0793 0.083 
Step-mother 0.2962 0.000 0.1958 0.000 0.1869 0.000 
Single mother 0.0698 0.000     
Single father -0.1499 0.000     
Two parents Ref.      
R² 0.4378  0.4032  0.4130  
Number of 
observations 12 553   8754  6830  
Nb of families 7 612  3813  2982  
 
NB : Dependent variable = 1 if the child lives independently, = 0 if he co-resides with the parents. 
Standard errors corrected for cluster observations. In the fixed-effect models (using only families with at least 
two 18-29 children) the omitted family type is two-parents or a single parent.  
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Table 3. Linear probability model of independence: child’s fami ly type and parents 
variables 
 
 

 Model 1  Model 2 Model 3 (interacting with family type) 

     Two parents Step-parent Lone Parent 
 coef. prob>T coef. prob>T coef. prob>T coef. prob>T coef. prob>T 

Intercept -0.1297 
 

0.003 -0.2679 
 

0.000 
 

-0.4392 
 

0.000 
 
 

 
 

  

age 0.0191 0.000 0.0186 0.000 0.0237 0.000 -0.0024 0.573 0.0146 0.0408 
female 0.1971 0.000 0.1934 0.000 0.1918 0.000 0.1864 0.000 0.1719 0.000 
income (1000 €) 0.0557 0.000 0.0548 0.000 0.0531 0.000 0.0994 0.000 0.0855 0.000 
income squared -0.0008 0.001 -0.0008 0.001 -0.0007 0.000 -0.0036 0.000 -0.0027 0.000 
step -father 0.1688 0.000 0.1470 0.000   0.7434 0.000   
step -mother 0.2844 0.000 0.2480 0.000   0.8451 0.000   
single mother 0.0368 0.0003 0.0444 0.000     0.1826 0.105 
single father -0.1548 0.000 -0.1555 0.000     0.0127 0.913 
Parents’ characteristics          
age -0.0011 0.079 0.0011 0.089 0.0004 0.636 0.0023 0.059 0.0040 0.002 
immigrant -0.0974 0.000 -0.1005 0.000 -0.0842 0.000 -0.0488 0.139 -0.1055 0.000 
ypuc (income 1000€) -0.0232 0.000 -0.0153 0.000 -0.0073 0.017   -0.0281 0.000 
ypuc2*10e-3 0.8877 0.000 0.6982 0.000 0.3800 0.003 -0.6729 0.007 1,3900 0.000 
ypuc3*10e-3 -0.0125 0.000 -0.0105 0.000 -0.0058 0.005 0.0319 0.012 -0.0207 0.000 
ypuc4*10e-6 0.0714 0.000 0.0615 0.000 0.0341 0.006 -0.4594 0.027 0.0928 0.000 
ypuc5*10e-6 -0.0001 0.000 -0.0001 0.000 -0.0001 0.007 0.0021 0.058   
Parental housing characteristics         

Private sector tenant   0.0597 0.000 0.0692 0.001 0.0084 0.793 0.0598 0.004 
Owner-occupier   0.0334 0.006 0.0402 0.015 0.0109 0.705 0.0369 0.085 
U.U. > 200.000 inhab.   -0.0395 0.000 -0.0425 0.000 -0.0152 0.457 -0.0286 0.102 
Paris Region    -0.1301 0.000 -0.1340 0.000 -0.0708 0.015 -0.1041 0.000 
apartment   0.0338 0.001 0.0230 0.100 0.0198 0.409 0.0484 0.011 
Bedroom/child   -0.0464 0.000 -0.0256 0.001 -0.1019 0.000 -0.0945 0.000 
0 sibling   Ref.   Ref.   Ref.   Ref.   

1 sibling   0.0084 0.430 0.0163 0.211 -0.0600 0.049 0.0287 0.182 
2 siblings   0.0225 0.081 0.0303 0.064 -0.0242 0.429 0.0445 0.098 
3 siblings   0.0844 0.000 0.1030 0.000 -0.0070 0.844 0.0768 0.030 
4 or more siblings   0.0807 0.000 0.0903 0.002 -0.0150 0.695 0.1186 0.007 
Nb of observations  
 (nb of  families) 

12 553 
(7612) 

 12 553 
(7612) 

 12 553 
(7612) 

     

R² 0.4468  0.4610  0.4798      

 
NB :  Dependent variable = 1 if the child lives independently, = 0 if he co-resides with the parents. 
Standard errors corrected for cluster observations. Ypuc2 is squared parental income  (in thousand euros per equivalent 
consumption unit), ypuc3 is the cubic term, etc. 
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Table 4. Linear probability model of independence: child’s family type and parents 
variables (non mobile parents only) 

 

 Model 1  Model 2 Model 3 (interacting with family type)  

     Two parents Step-parent Lone Parent 

 coef. prob>T coef. prob>T coef. prob>T coef. prob>T coef. prob>T 

Intercept -0.2757 0.000 -0.4052 0.000 -0.4948 0.000     
age 0.0226 0.000 0.0224 0.000 0.0250 0.000 -0.0002 0.961 0.0228 0.000 
female 0.2012 0.000 0.1977 0.000 0.1985 0.000 0.1723 0.000 0.1732 0.000 
income (1000 €) 0.0532 0.000 0.0525 0.000 0.0519 0.000 0.1076 0.000 0.0784 0.000 
income suared -0.0008 0.000 -0.0008 0.000 -0.0007 0.000 -0.0040 0.000 -0.0025 0.000 
step -father 0.1474 0.000 0.1355 0.000   0.6555 0.000   
step -mother 0.2659 0.000 0.2414 0.000   0.7520 0.000   
single mother 0.0082 0.506 0.0284 0.028     0.0301 0.823 
single father -0.1841 0.000 -0.1768 0.000     -0.1585 0.250 
Parents’ characteristics          
age -0.0005 0.469 0.0015 0.044 0.0005 0.577 0.0029 0.047 0.0048 0.002 
immigrant -0.0744 0.000 -0.0715 0.000 -0.0610 0.000 -0.0213 0.591 -0.0861 0.006 
ypuc (income 1000€) -0.0183 0.000 -0.0116 0.000 -0.0057 0.090   -31,7600 0.000 
ypuc2*10e-3 0.7014 0.000 0.5566 0.000 0.3096 0.034 -0.2969 0.359 1,6100 0.000 
ypuc3*10e-3 -0.0098 0.000 -0.0084 0.000 -0.0047 0.043 0.0145 0.370 -0.0249 0.000 
ypuc4*10e-6 0.0554 0.000 0.0493 0.000 0.0276 0.048 -0.1808 0.489 0.1130 0.000 
ypuc5*10e-6 -0.0001 0.000 -0.0001 0.000 -0.0001 0.049 0.0006 0.647   
Parental housing characteristics         
Private sector tenant   0.0274 0.129 0.0505 0.036 -0.0415 0.334 0.0066 0.834 
Owner-occupier   0.0153 0.284 0.0270 0.150 -0.0116 0.722 0.0201 0.442 
U.U. > 200.000 inhab.   -0.0453 0.000 -0.0441 0.000 -0.0351 0.153 -0.0251 0.274 
Paris Region    -0.1321 0.000 -0.1384 0.000 -0.0792 0.036 -0.0717 0.030 
appartment   0.0164 0.189 0.0152 0.341 -0.0088 0.788 0.0249 0.301 
Bedroom/child   -0.0324 0.000 -0.0162 0.059 -0.0838 0.000 -0.0707 0.000 
0 sibling   Ref.  Ref.  Ref.  Ref.  
1 sibling   0.0111 0.361 0.0211 0.138 -0.0462 0.194 0.0093 0.733 
2 siblings   0.0383 0.010 0.0485 0.006 0.0042 0.902 0.0477 0.178 
3 siblings   0.0877 0.000 0.1015 0.000 0.0129 0.755 0.0620 0.159 
4 or more siblings   0.0664 0.009 0.0846 0.012 -0.0197 0.692 0.0601 0.311 
nb of observations 
(nb of  families)  

9 784 
(5936)  

9784 
(5936)  

9 784 
(5936)      

R² 0.4493  0.4605  0.4719      
 
NB : Dependent variable = 1 if the child lives independently, = 0 if he co-resides with the parents. 
Standard errors corrected for cluster observations. Ypuc2 is squared parental income  (in thousand euros per 
equivalent consumption unit), ypuc3 is the cubic term, etc. 
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Table 5 Estimated probability of independence    
         
panel 1   all children  2 parents step-parent one parent 
 no yes yes yes  yes   
baseline  q2  56.1 56.0 52.9 70.3  54.4   
(standard error) (0.4) (0.4) (0.5) (1.1)  (1.1)   
diff. to baseline       

d1 7.7 4.2 1.2 3.5  7.5   
q1 3.9 1.9 0.5 2.2  3.9   
q3 -2.6 -0.7 0.4 -2.4  -2.6   
d9 -2.7 1.1 2.2 -3.5  -2.5   

       
bedroom/child div. by  2   2.5 1.5 5.9  5.4   
       
UU>100.000 inhabitants   -1.4 -1.6 -0.3  -0.9   
paris region   -10.5 -10.8 -5.9  -8.5   
rest of France   2.7 2.6 1.2  1.9   
                
%  standard altruism 7 12 15   0   10   
%  proximity altruism 75 50 20   70   75   
panel 2       2 parents       
   18-22   23-25     26-29   
 no yes no yes  no yes   
reference q2  44.9 45.4 54.6 54.9  63.4 62.6   
(standard error) (2.9) (2.9) (1.4) (1.5)  (2.7) (2.7)   
diff. to baseline             

d1 0.4 -1.4 8.7 5.7  5.3 2.4   
q1 -0.2 -1.3 4.3 2.6  3.1 1.4   
q3 1.8 3 -2.9 -0.9  -3.6 -1.9   
d9 5.6 8.1 -2.8 1.2  -6.8 -3.8   

             
bedroom/child div. by  2   0.1   2.0    2.4   
             
UU>100.000 inhabitants   -3   -1.3    0.2   
Paris region   -10.6   -15.8    -6.1   
rest of France   3.1   3.5    1.1   
                
%  standard altruism 45 66 10 20   0 0   
%  proximity altruism 15 <5 75 60   92 86   
 
NB. Estimated from models 2 or 3 of table 3, or a similar model on two-parent children. 
Baseline: median parental income of the category, other characteristics at sample means (means of the age class 
in panel 2). 
No: no housing control, yes: with housing control. Standard altruism (proximity altruism): proportion of children 
for which an increase in parental income of 1 000 € , raises (decreases)  the probability to be independent by 
more than 0.25 point. 
 


