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1 Overview

In this paper, I analyze Social Security reforms from a dynastic perspective, which considers
how policies targeting one generation affect the outcomes of subsequent generations through
endogenous intergenerational decisions. I focus on the first-generation immigrant population
in the US, as this group, on the one hand, is characterized by distinct retirement and So-
cial Security claiming patterns (Lopez and Slavov (2019)), and on the other hand, second-
and third-generation immigrants exhibit higher intergenerational mobility rates relative to
comparable native population (Abramitzky et al. (2021)). Thus, migration decisions can par-
tially be seen as human capital investments in descendant generations - costs are borne by
the parents, while the benefits are shared by the child and grandchild generations. Further-
more, immigrants are more likely to live in extended family settings, where intergenerational
transfers are more prevalent on average and thus more significant for the lifetime outcomes
of descendant generations (Pew Research Center (2021)). Additionally, first-generation im-
migrants on average tend to have more children than the native-born population, further
magnifying the importance of these intergenerational links (Pew Research Center (2014) and
Pew Research Center (2022)).

Existing literature on the fiscal costs of immigration has frequently suggested expanding
the discussion beyond the net lifetime contributions of first-generation immigrants to also
include the second and third generations (e.g. Nowrasteh et al. (2023)). However, none of
the existing work has considered the role of endogenous intergenerational decisions when
evaluating immigration policies. In other words, one conceptual novelty of this project is
that the fiscal equation of first-generation immigrants is allowed to affect the fiscal equations

of second and third generations via endogenous intergenerational linkages.
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Likewise, there has been both empirical (e.g. Mukherjee (2022) and Fetter et al. (2024))
and structural model based literature (e.g. Altig and Davis (1993), Fuster et al. (2003) and
Fuster et al. (2007)) on the analysis of Social Security reforms in the presence of intergener-
ational altruism. But none of this existing research has explicitly considered the immigrant
population in this context. Additionally, in terms of the existing structural models for the
average population, to the best of my knowledge aggregate responses in those models have
not been disciplined with empirically estimated micro elasticities.

This project proceeds in two stages. First, I conduct an empirical analysis using data from
the Health and Retirement Study (HRS), leveraging its longitudinal dimension to examine
intergenerational transfer patterns - both in terms of wealth and caregiving time - among
first- and second-generation immigrants over the lifecycle. I compare these patterns to those
of the native-born population. Additionally, I document retirement behavior and Social
Security benefit claiming patterns among immigrants. Preliminary findings indicate that
the generosity of Social Security benefits and retirement wealth is positively correlated with
wealth transfers from parents to children and negatively correlated with upstream transfers
(from children to parents). Notably, these correlations are stronger within immigrant families
compared to native-born households. This finding aligns with the widely held view that the
immigrant population tends to exhibit higher levels of intergenerational altruism.

Upstream transfers from children to parents play an important role in determining the
economic situation and poverty risk of elderly first-generation immigrants; likewise, down-
stream transfers from parents to children can be of crucial importance for the lifetime eco-
nomic outcomes of second and third generations. The hypothesis that I further test using a
structural model is that substantial upstream transfers from second-generation immigrants to
their parents, coupled with limited downstream transfers from first-generation immigrants,
disproportionately hinder the economic mobility of second and third generations.

Given the already high baseline intergenerational mobility levels of second and third
generation immigrants, in the second step of the project I quantitatively assess how much
productive economic potential of second and third generation immigrants can be unlocked via
relaxing respective intergenerational constraints. To do so, I build and estimate a structural
lifecycle model with two-sided intergenerational altruism and rich cross-sectional heterogene-
ity.

Through the lens of the model, I quantify the contribution of the empirically documented
differences in the intergenerational transfer patterns between the first-generation immigrants
and the rest of the population to the differences in intergenerational mobility rates between
children of first-generation immigrants and comparable native population documented in the
literature (Abramitzky et al. (2021)).



Finally, I also use the model as a quantitative laboratory to study a number of Social
Security reforms targeted at first-generation immigrants and evaluate their effects on the
outcomes of subsequent generations and the aggregate Social Security finances. Given that
first-generation immigrants are a very specific population group that is characterized by
distinct retirement and benefit claiming patterns, along with a higher prevalence of inter-
generational transfers compared to the US-born population, it might be more efficient to
achieve certain redistributive goals concerned mainly with improving outcomes of their de-
scendants (for example, reducing student loan debt burden for children of first-generation
immigrants) via targeting the first-generation immigrants instead.

Thus, the contribution of this project is to a) analyze Social Security reforms in the
presence of endogenous intergenerational linkages using a structural lifecycle model, while
b) disciplining the model-implied policy elasticities using my own empirical estimates ob-
tained from the longitudinal HRS sample, and c¢) focusing on the first-generation immigrant

population and their children and grandchildren.

2 Data

The paper uses data from the Health and Retirement Study (HRS): RAND HRS 1992-2020
longitudinal file, RAND HRS Exist/Post-Exit Interview Files 2020 and the restricted use

HRS datasets with administrative Social Security linkages.

3 Model Outline

The model is a lifecycle model with two-sided intergenerational altruism, in the spirit of
Laitner (1992) and Fuster et al. (2003). It is a partial equilibrium setting with three co-
horts: parents (for immigrant population, these are first-generation immigrants), children
and grandchildren. Unlike existing literature on Social Security and intergenerational altru-
ism, my model incorporates not only financial intergenerational transfers but also endogenous
decisions regarding college education and human capital investments®'. Furthermore, the fo-
cus is on modeling differences in intergenerational transfer behavior—including financial
transfers, caregiving, and human capital investments—between the native-born and immi-
grant populations.

Thus, the model enables an analysis that goes beyond the short-term effects of Social

Security reforms on current retiree generations, providing a longer-term evaluation of their

Intergenerational human capital accumulation process is modelled as a simplified version of the process
considered in Krueger et al. (2024).



impact on the average productivity of future generations, as well as the potentially significant

distributional effects on those descendant generations.

3.1 Preliminary Results
3.1.1 Relation b/w Social Security Benefits and Intergenerational Transfers

Data: HRS 1992-2010.

Table 1: Relation between Social Security Benefits and Monetary Intergenerational Transfers

Parent-to-child Child-to-parent
Any transfer?” Amount Plan bequest > 10K? Plan bequest > 100K7 | Any transfer? Amount
Natives 0.021 0.286 0.039 0.046 -0.004 -0.052
Immigrants 0.034 0.433 0.068 0.095 -0.023 -0.293

Notes: The table shows the coefficient on Social Security benefits for separate regressions in each column.
All dollar amounts are shown in $10,000. The dependent variable in columns 3 and 4 is a number between
0 and 1. Columns 1 and 5 report mean marginal effects from probit models, columns 3 and 4 report OLS
estimates, and columns 2 and 6 report mean marginal effects from tobit models. Robust standard errors are

clustered at the household level and shown in parentheses.

Table 2: Relation between Social Security Benefits and Time Intergenerational Transfers

Parent-to-child Child-to-parent
Any childcare? Hours | Any help? Days  Hours
Natives 0.009 6.206 -0.007 -2.002 -12.857
Immigrants 0.035 29.864 -0.026 -8.837 -63.827

Notes: The table shows the coefficient on Social Security benefits for separate regressions in each column. All
dollar amounts are shown in $10,000. Columns 1 and 3 report mean marginal effects from probit models and
columns 2, 4, and 5 report mean marginal effects from tobit models. Robust standard errors are clustered

at the household level and shown in parentheses.

Upshot:

e More generous Social Security benefits are associated with more frequent and larger
inter-vivos transfers from parents to children, and with less frequent and smaller up-

stream transfers from children to parents.

e These correlations are stronger in absolute terms for immigrants than for natives.
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