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Abstract  

The paper deals with the effects of cohabitation of grown children with their parents 
on household saving, using data from Italy and the Netherlands. It presents a two-
period game-theoretical model where the child has to decide whether to move out of 
the parental home. This decision is affected by transaction costs, the child's 
preference for independence, and by the consumption loss induced by the move 
(consumption is a public good while the child lives in the parental home). We show 
that the child's income share affects the household saving decision, in contrast with 
predictions of the standard unitary model of household decision making. Empirical 
results from both countries are supportive of the key model predictions. We find 
strong positive effects of the child income share on the saving rate in Italy, where 
we calculate saving as the difference between disposable income and consumption 
but cannot distinguish children who will leave from those who will stay. We also find 
some significant effects of the child income share on household saving rate in the 
Netherlands, where saving is computed as the change over time in financial wealth. 
In the Dutch data we distinguish between children who stay and children who leave. 
The effect of the child's income share is significantly negative for those who stay, 
positive for those who leave. 
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 (1) (2) (3) 

 Saving rate 

(flow 

definition) 

Saving rate 

(change in 

fin. wealth) 

Probability of at 

least one child at 

home 
Total Wealth (2000) /100 -0.0350 -4.5476 0.0480 

 (0.0165)* (0.1974)** (0.0409) 

Real Wealth (2000) /100 0.0081 4.9267 -0.0395 

 (0.0182) (0.2175)** (0.0447) 

Head’s Age -0.0074 -0.1226 -0.0490 

 (0.0043) (0.0518)* (0.0047)** 

Spouse’s Age -0.0065 -0.0322 -0.0441 

 (0.0035) (0.0428) (0.0063)** 

No Spouse -0.4763 -2.0178 -2.8815 

 (0.2159)* (2.5991) (0.3883)** 

Total Family Size 0.0568 0.3991 0.1109 

 (0.0189)** (0.2284) (0.0429)** 

Northern Italy -0.2503 0.1627 -0.2196 

 (0.0378)** (0.4539) (0.0756)** 

Central Italy -0.2280 -0.1265 -0.0303 

 (0.0409)** (0.4896) (0.0887) 

Number of pensioners -0.0529 -0.1508 -0.1874 

 (0.0291) (0.3503) (0.0550)** 

Family Size (resident) -0.1405 0.1593  

 (0.0241)** (0.2959)  

Total personal income /100 2.3424 1.6441  

 (0.1010)** (1.2110)  

Income share of oldest child 0.2702 -1.2067  

 (0.0752)** (0.9230)  

Number of children <24 0.0411 -0.2686  

 (0.0251) (0.3047)  

Oldest child is a student -0.1152 

(0.0391)** 

-0.7729 

(0.4737) 

 

Income of Head and Spouse   0.3966 

/100   (0.3037) 

Home size   0.0055 

   (0.0018)** 

Home size/Total Family Size   -0.0142 

   (0.0065)* 

Age Head Started Work   0.0221 

   (0.0087)* 

Constant 0.7203 6.8413 5.1128 

 (0.2590)** (3.1151)* (0.3863)** 

Mill’s ratio 0.3204 2.6698  

 (0 .1097)** (1.3331)*  

Observations 1426 1426 2411 
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