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There is no more important prevequisite to clear thinking in vegard (o eronmnics
itself than is recognition of ils limited place among hwmnan inlerests at lurge.

introduciion

Feonomics, as a discipline, deals Jargely with the
problem of watienal choice. A decply ingrained  par
adigm ol tvonomic choice Behavior mast inevitably
shape the contributéon which evonomics can make
o the study of population and to o iderstinding
of the tamily or any other secial institution. There
has, teeontly, been a resurgence of interest in the
household and finily, and considerable exploration
of the extent to which rational cheice amony alier.
natives can explain howsehokd behavior with respect
to fertility decisions, brbor foree prvticipation, and

Prank H. Kvicirr (19338)

investiment in heatth, norition, amd intellectied and!
skilt development, as well as the more traditionst sub
jects ol cousimption snd savings behavior, Vhis re-
strgenee has been called “the new hote econoniey
In this essay | discuss hoth the elements of the new
hote ceattomics wnd the cottribution which yecerw
developments cot make to our nnderstamding of the
selation beiween economic growth amd demographic
change. Tn particular, 1 argue thag, despite its obviows
HEmitations, ceonomics and the cafesdus of rational
choiee iy possibly go @ tong way towards explaining
e so-called demographic transition i the econom-
fcatly developed st devedoping  countries of the
workd. This is not te say thiat what is here offerad
constitules a complete theory of the twin phenomena
of declining mortality s bicth rades it Western so
victtes and fapan, bar rathier it s asegnence of con
iectares and speealations which point the way 1o such
4 theory, The key issties of why parents wish o teass
i s much to future gencradions in nuxlern socetioy
amed of whot sets off the amnulative process hore de
seribad are el wnexplained in coonontic erms.

Some History of Ecanomic Thought

Feonomics is originaly @ Greek term, and tor the
Greeks the study of cconomics was togely the stady
of houschold nunagement and of choices made within
the fumily, (Aristotde, Polities 1, 313 2, LB). AL no
tine i the hiskory of ceonamties has the constuer



beed vmited, o the complex of dedistony which 1ake
plo e within the ooty vl are relied 1o consump
ton, procecation, labior supply, cdweation and asw
foomation of various bivsds, and thus centrally to 1he
probicor of voverly itsell, live been much negleaed
wmi it recenidy, o England, where modesn cconomics
Lrpely decaloped, the onsition from an agricaltural
to o roitmerclal fteeiing) addicty wndd then te an
bt ot ww bety, and Tromn o famdly system o which
Iwhand aen! wife stared o conpnon  mamgemen
picbleme 1o e i which drers was a grestey dilferen
viation intween honsehabd and oarken activie, inme.
ferined eomunnies: The subivet in Uwe srisinal Gieck
seprse Beerine ahe preoccapation of woenen et pop
iy aaitees, 'Political Feonomy” emergid as the

stand preocenpatinn ol wmen with how fy ot

wihaivs of the strte, allocate it matwrad vesouries of
mets, hunk, labor, ard capital, amd make s wealth
v,

fn the eighiventh contury there was wnch concerm
with ucrationst toade and its relation 1o comomic
prowth, snd in e nineeenth with monccsy probs-
fns amd the orpamization of inancid institeiion as
well as with the tnatere of the capitaize svstens isell,
The FEnglish utilitirians did, of cowrse, derive mach
ot the philosopliical sewctie Trom cousideration of
the pbivided and the Lantly, amd Malthues, Ricudo,
ahid M Lol e mage theory ol eronomic growth and
decelepment on a rather specific modet of family dor
i sod procresiion,

B vssnye goehlished i P78 el FR30, Malthas (re-
prended V70 and the oaher dassiond eromoneista, par-
voeolaily Rirardo (1817 peprinted V8L conined a
vers smple maded of Family decisionemaking wishs an
viiediv simple mude! of the operation of the coononry,
The Alolihustan meedsl of Seaedy decision-srking: wis,
on the whale, that there wasn't much: proorestion
withont Booud exeept possthiy by 0 o fovesirla of
the diflwadties attending the rearing of a fwoily |
and 1he acned distreses of some of the Jowo classes,
by wiiich they arve disabled from wivimge tive projer
fawd and attention to their childeen L L 7 (Mudthuy,
1970, p. 8. o their <baple model of the coonomy, o
higgh fevel of capita) acainnulation induced by o high
level of profits reproseming dhe difference between
oatput and the rent of God (aosat resources) andg
wapes, persitted o continuad inerease in oulpal and
poptlation, albel 51 the cost of resort to land of in-
creasing poorer guadity, 1O did not, as the resuis of the
model of fumily decision-making wsdopted. however,
Lead Lo a rising standard of Hiving for the poputation
as o wiwde, Thus, the chissicd eennomists achieved o
very simple model of ceonumic growih el develop-
nient (Bammol, 1970, pp. 13-2)), Modern growth theor.
ists i the iradition of Solow  (1U56) and Swan (11506),

have sdevelaped theovits of cconomic growth ased on

Sy mete claborme teories of tie ceonomy, hat, with
few exceptions, theories of populstion growth which
incorpore an aiadysis of Bunnily decisioremaking e
wonre i ke beyond the Maldosiim seedel of the bareer
(Pidcidend, 1973, pp 1-1G),

tndecd, the oimnph of the theory of narginal il
ity, wih s emphosis o individoal masmzatum
rowatids the emd of the niveteenth continy Saiglor,
FIB5Y, Ter! coomomists (o concenteale more on the stady
sl the Jiren and e devisions made whithiu the tom
Respensibifity for mudds of this shift mest be ghver
e Alreed Rarshotl (P00 especially Books 1Y and V),
whes more these any sther individwed Tndd the dounss
tinas i s devebganert of pstind eqeibtbrinn ane
Az, of the theory of the fme and e way neowhba b
decisiivns ot the Jeeel of the lom sneeract e prasdoes
apprepate idustry resolis. A central vole was albso
given 1o the firm by Seltonggeeter (1834) dn his o
throyy sl economee developoient,

Sinee the preat depression of the B30 especiadly,
coaunitics amd ecnnomists have Deer largely prooe
vapitad with ke robdem of evonspic fluctpations.
Sveh comterns have fed nanoally 19 an carpliasis o
g ltiction send investment decisions, which, in highly
devetopod market economics, take plase within ihe
firm ahthough ihey ae inflsencal by phenomena ot
side it Until recenily, the mainre of dechions taking
place within the bonsehold and Jying within the gy
view of cconomics has been rather marrowly constined.
tr b T98Fs there wis a resurgenes of inierest in
veonumic  development amd long-term coonamic
prowtn A first, mesjor omplasis wis placed o the fow
income, so-cabled s developed coranteies and e the
hustocicl development ol wmdery coonomnies,

Recent eoscarch Tus Droogle oo, however, thud
vy investment which oecns i the cvonomy, O
ter the b rstariing of loweterm mowth, takes place
it frapvan beings rather than physieal capital, aid Hag
fevtitioy dised s siaped i imporngt ways by ceonoun
comsidestions.? #tis, perlieps, this radiscovery of the
comcept ol “hraar cipital” which, more il sy
thang clse, is seaponsible o o renewed stevest in the
eeontolnivs of 1he household, Fertility, invesiments i
Buaran capiial through santviton, heatth cwe ad
sohooling  migramon, o foree participation, aud
i soe scse, tarekge dsell ae ol closely related
10 ddueisions which rake place wirhin the howsehold and
the frodly ronsidered as an cronomic unit. Thas n
recent yems. econnmmist: have aiwe agein hegun to de
vode moge attention 1o tie household as am coonomie
drcision-nking e, bot, so L as 1 sanoawire, cooties
mists fuve not yer integrated, in oy systesrtic Didh
ion, work on the household with the veseareh of the
S0y amd 60 on coomomic growth and developmess,



Credotug i omeerdern lorme what Malthus and Ricndo

died g the Heginning of the nincteenth century o the
eoorpraintics of ihein iy,

Elemants of the "Mew Home Economics™:
Summary and Critinise’

As it prosenddy ot the theay of houschold pro-
daction and choice is lirgely a static one, developal in
e nrodent foun by Bocker (O65) amid oth rs Mneh
o presestaday ey, howoever, originated in st of
iy ewsenniads in the varlier work of Samgieet Reid
A Mer work, dn tiens was Bugely dnspivesd by ok
oy Ahtchedl's fascmating eway (3919 ou 7F be Backs
varci At ol Spending Meney. 16 i possibie o
dloseribe the theorctioand framework of thie aew lamg

rssoies aned - shosteonings 2l any devpih e this
ceavi L oan endy smon. o those elesrnty coserzined o
the disetssinn s the seation which Vedfows, amd poi
et snnber of ieportimt onvesofved banes

e iy simplest aid st wirdorned Torin, ceonomus
i~ {he theary of chioice sunotg competing ends in onder
fo iaxbuize salishactions {or utility), subjeci o the
copzttaings imposed by finitotions in the availidsilivy
ol ihe resenrees required to acieve those ends. Vo
sonts claborations and secretions are necessary to sccom-
aundate this cenbood theoretiosl rore 1o the dvinsnies
of hotees made sequentially over time and in the
presenss af anceraingy regarding both {ulere con

straipts sonl fwture preferenees, Vo stinly howseliold

dedsionnakig, portiondarly as it relites fo tertiliny,
i st necessary 1o formhite the fanction 1o be
nneimized and the constesints subjeet (o which muax-
dnizaiton takes place, Phe manner in which (his s
done determines the Torm of e concliasions which may

s oreacded o gbe basis of further ASStHNiNS cogt-
coerning the amlerlyy quantitsrive stroctre of the
nesemnet anmd the vonstiains,

Al douar main clements of the theoretioal shros e
of the new home ecoramies are: (1) 3 sttty incrion
with arpents which are not physical Cosonodisies
bt bome-prodced bundles ol satisfactions, (2) o
hoaselinld pnoduoion techuolopy: (3) i exteonmd fa
o nunket covihonment  providing  the nwans oy
travstorming howsehol! sesemrces it marker com-
modities; and () 5 s of howsebold rosourens eon
straids which vonsist of inhevited  material wealih
Al time avajlable to bndividaad Gonily membess Tor
hevichobd production and warker activivies. The G
available may be ol vaying guatity, and o is M this
Pkt that inhecited human eapital and ivestntais in
Taman capinal anede boidy by ene generation on hehatl
of fitore generatans sl on it own behall, arters the
preinre ! Fo aaroigae the argumen of e et see
o, Hos that the “uew home cconomin” mav be in-
tegrated info o theory ol cconomic mowtl md devel

st through an umdecstondiog ol the way inwhish
invespuent in hanan capital inercases the value of
Bt timpe. In tbis way, anch mvestment chasiges
over Lime the resaaoree eonstbsiots and the cofaiovee
cists el prices which houscholds {ace ia then dudi
s i the amber and quality of chifdren they o
ekt G produce, TFhe guestion as to whethey this
constituio. s b eronomic explhnaiion of the socatled
derrags aphic gansivion s Isically an empivical ope
sand i oty open

Tho o bed clemens on e ew beRne orenmiies is e
rlility fonrction to B nuotieerd fU borm and i m
2ty Goc whoat vavinddes desermine its level) ase
chvigasly omeial o detamining the ciisive whicy
sl from bis soaxindrtion. B seliow iy o
foan it ahot b omaxonized i conneciion wiitlh Mo e

e ve e daeissing. marriege.  hiblien, o
sampnoi of cotamosdities, work and loisvee, ooed e
heest b all foroas ol capitad?

Cotnder, tor the momeint, o Doiselohd which is al
ready fornsed Ube atibity barction of the pew home
cronomics hag several key characterisnies: First, iy one
vobees non-nnrket ponds or physical contmadities an
we asindly think of them in cconomies, bui elistract
goods, or perhups we should say “satisfactions,” which
mtial themselves be produced within the hogsehetd
(Bocker, TGS Lancaster, V86, Muih, 1866) The iw
poruaice of this characteristic of the utility faucaon i
Bt 3 leads divectly 10 the key guestions of hotisehold

Stechnolopy and the composition ol differens 1ypes of

nen ke goods and seevices aned physical commodines

St ot of anribates contributitge (o satisfictons

A secombkey chibacteristic of the wtility hisetion o
the new home cconontics i that i s FOSE thut, ke
wribisy funetion of o single deciston maker (ot always
the Teasbored sund Badwer?), thas obviationg the necessity
for avaming @ Clenily wility Tunction™ with all the
cotomitant problvms of socil wtiliny hunctions in
penorsi It s, perhaps, not anirely accurace to iden.
tily this posttion 1oo dosely witle the new home coon
nontics; o should perhage be called the “Samnebonion
Diresse” (Samuelson, IS0 The assampiion of o single
wtiliny bimction raises fith comtplex comepiual and
compdex othicad issaes, Goneeptaatly, there are prob
berns i cletining o stngle hewsehold oty Bavtioe
for heschoblds vet eitlormeds bt Hids seems oasentint
L s tlicory with which v moght hope 1o explain ter
tiltty.” Vhe erthical Dsue v ever more coptrd ax Koo
s (6T has poimted ont” The wiility Tosction of
the new home cootomics has wnost imrportant oo
vians for the Biergene; ol translers ol ates ol
wealth wind homan capital whieh Keanght (3920 oo
B R75) hus so clogrensly deseribed as centra] fo il
coniinstity of fhe soviad oeder. Moreover, ¥ apue s the
dest stctton tlug i1 is the very sengnitede of the sdears
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1o drnang wealth, Lesth s aasd phvsicad, 1o o
cosseve genventions which is the deiviag force behind
the detaogiaphic changes which soem during economic
sevelapmant.

N here ie alsn, i0 e nagaitude of acomsulation i
develepad voonemics, o disiines paradox, as poinied ont
Bo Rebeit Solow  fporsomal wommunication): Ad-
saneed sodeties imake exiracrdinary provision for the
Infore suggesting a1 extieanely seell intcpenertional
Fte of thue prefercioe A Quce peroed roughly, oue
weig s onre's grandehildees’s vtiitios af approsamdely
d guartes af one’s ownn aied we seem to seve B oo
mech for thies yor peivate endes of interess, cven afer
Hlewiny lor inflationary efivots, eeeend oven this very
fow vt of Gime preferae, (See atio Solow, 1970, o
LI} Chuvient ceologioal converns, aven diseotitned for s
coviine artourd of hysiorny, supmest o conoein Ly G
ture gepertions far In excess of that ol ivragencin-
tionad rites of time preferete as oxhibited in intervest
vates oy virtually riskiess loans adjusted for indketion
Fhus, what appears (o e 1l driving foree hebsimi ihe
demograpliic <hange which accompanies doeveiopment,
remaing incxplicable in ceotomic terms _

Fhe sceotd] elrment in the new home eooivamics s
the technology of hoosehoht pradestion deseribed by
i prodoction tunetion or bandtions aad a dise of the ve-
snees utilized in the pracesses invobvad, Vypioaily,
following Hegkor L1U5RY, the inpoty are time, jxthaps
distinguisimble Ly bossehold member (e, oshaiul
atd wite) aml nisrker-purchasabic comavxdities, Fhese
yasts are used (o prodige the goods withi the
Lotschok? which, in 1w, Tead o sarisfuction. in s
simplest farm in the ceoneeic abeory o Terolity, 1two
time brpats, the hushand's and wile's, muel one geseral
miarket pipchasable commority ave assamed e pro
duce thive Innsehold poods: cliibid aumbers, ohifd
spadiry, and a0 genosd cotamdity cbied Cother sai
fis vions” (Willis, 197% De “Frav, H7200 o general,
ceanplementanity is ruled out by the restrictive nntere
ol the asswmptions typieally employed in the vee bobe
seonontiss: while shis inntation hax not hoen seriony
Bodade, it ks worth printing out ther it may beeonwe
tore 56 i future tosearch dnvolving severad disaen
stotny of child guality, Jor exatple, bealth ! phiysical
developionmt ! hatellecuial achicvenent, dn g dy-
nantic cottext, sech petential complementaigiey are
ol cven greater significance sinee. for example, theve
is somie evidenee that carly mmder-lsvestateni in uulri
tionat eapital nery substantdally affea the produdivity
of kates bnvestments o otelecnn? Gioman canital
{Revg, 1973, pp. Bi2)

The thind clement in the new howe cconosies s -
ol of asamptions about the way in whivh ]mnscho.(l
rescraers, principaily dme, con be transformed finto

nuarket-pirchakable  commotities to be s in the

hosehold production process, Rwrictdy speaking, | sop-
pose- ome roukd cousider this set of sssamptions as jurt
of the general technology of honsehold produetion and
cecisumed undor the second gleaent of the theory. 1oy,
howeves, etter to tread the matter ar.rp:u-ately MO Hiost
wiutt is involved roncerns the terms npon which hoaze
Bokt moembers cin entor the labor market, the wiyres
ey ca o, and, somewhat seeomdarily, the petons 2
whirh swarket commortitios can be paarchased. Tt s
nere ¢t the ek of dynawic dracter of the noew
T coniranics cuts most deeply into ity potential
implicatings for dumcrnteal problens of fertilhy aned
foude toboy loree paticipation, Vhe tiing aad spa
ing ol ¢hildre:,
aoel secimnkition of dtletizne Laixa markes o perivsre,

thi s:;:-!;(-.liuuitis‘:\. for ljslel-i.:-hi!‘ work

aucd clndices ws (0 the noant of pdioational ineest
naent b b omarde emly s
heavely on Ui teras wrder which wonen can pariie
ipare i e Ldrer maeket an thios shioe i the trims-
fotnabon of the Fosehotd's me rosources inte o -
kot commealities. The nnman cogeitad Sheratare (Ben
Porath, 1067 dirger, YA misd 1972 bs, of course, re
e with v monic analyses of Hrvestmen in e

Lie ewcde oli ddepoesd

capatal over e and thie leoyde ciers of these o
vestrcnts oy earniiigs. St Hode of 1his work Bas heen
iiteprated into the mere peveral framework of the
“new Bome ccopomies,” pacticalarly as this sheory
b s on decistons concerning the stimbers of ciadldon

and their tinring sond spacing within a aaringge ami
thy relidion of these decisions to the accomulation of
The work of Heclowan (1071,
Clhiev and Becker (1572, ool unpublished woirk of
Frank Stalord does, however, represent » notible be
ginaing of the extemion of this pare of theory o
more dyisamirally relevant realins. Yer we apeed ter
uidersiand Loy snove than we prosently do abont why
the Tabo: skt Tunetions so differentty oy men dan
tor womcei, the role of institationsl constroinis, dis
vrinrication, aaed the yelation of these te women's
choter s of occupmino amd timing of lebor foroc par
theipation

vihor forms ol assets,

Wl jertly wd bned element in the new home cos
o 1 e 1esomer constrains B ing the Touschok?
it b moducien and epthinimtion decistons, RERHE
tiogadly, these constunnt, are tvido! into thee {has
Band s and wiie s, aithough ofien the hasbad ds as.
stied 1o devoie felt time fo thw warkety and “other”
hoft wage tievie, While Bois universally recoguired
v some eleprents of hosselohd pmdm-iim': wid con
siapronn sleep and food, Tor examnple, are in fact fn
jrats bt the poduction ! me rosotres, Hide sitetr
tion fuits ther ke been paid to the gaziity of the doe
resomi ey themsedves witd the other Lanily FUNCUT L0
Both genctic amd materisb-paased from one praeen
fien to the next.,! Fhy resonree constrints tacime 150



houschold onee formed, hire thus a prodhics of the de
sire of cach generation to bequeath huimas and nsae-
xinl capital to the succeeding generidion, Now saly e
the vesource eonstrainis ot independe ot of e process
of howsehold formation, but, in many <odeties chit
dren are ased prcluctively befoe eaving she fiease.
hold beto which ey ave b, so that che rtsoares
comstipiots are not sndependent of fevtibity decistons
cithet, The hudpes constraing of the houschold con
ceals beneath the corene et mathematically diferonti-
abtle exicrior the contral probdem of 1the continuiry of
socety jtself (see wogghis, 1920, pp. 374 75

Moy special ac SF ol assasnpations most by adeed
i thy framework (o onrive at empiricslly refutable

avpaitions, Mo

st e tdore of the regnired ad
el sneviicacons i intmately related 1o 1l pe
ceeltarition oof the pariieabar bodies of duta to whah the
Jew home coonomics has been applied. These data
range all the way from aggrepiie tinie scries data cov-
ering imlg pericds of time, to Fosssectional census
dats for both large nud woall geographic regions at a
point it time and over time, to houseliokl and Eanity
data based on individoal intervicws with and without
sollection of retrospective information.

Perhaps the wost important results of emasrical re-
seareh for the development which fellows in the nexe
secttonr are that young children are frighly imvasive
of the mother’s time in romparison with other sciiv.
itiex within the home and older chilthren are less in-
tensive, and that for instiiutional or Biclegical reasons

the romperative vlvantage of the male portirer i the

acguisition of market-pur<hisable connamlities signil-
teantly exceeds thot of the female partner. A number

. interesting implications of a theory based on these
facts arve tolerably well supported by additional em-
pirtcal evidence so far anatyzed, and lene! some cre-
dlenee to the theory of cconomic growth ami population
rhange developed here. Senting aside the inadequacy
of ilie ohserved market wage to measure & nonworking
worman's st of time, the immediate implication of
the theory ds thie + rise in the cost of o mothess time
for the Tamily will casse a substitution away from
time-ngensive poods sach as chifdven and  towards
thase requiving thoré inputs of market-purchasable
comsitod:ties, Inderd, i we further assome momen.
wrily that mides are completely specialized in warket
sclivitiis, changes in their wapes represent pure in
vomne cifects for the Tamily, and we do then oluerve
for Tamilies with warking mothers positive assoctation
ol family sige with mmme and negative assoviation
with jemale wage rates. 1o the extent that education
serves s 2t proxy for the relative costs of timre which
ity measure some of these costs less imperfectly, or at
teast in 2 fashion different from market wages. similor
diflcrences are obscrved between the efferts of maic

amd Jensade educational stainments {(Mincer 19675
Merlove skt Schalty 19700 Willis 1975 De'Fras 1973,
Ren-Puorsidy, 19714 _

AMartivd women s a group also tard o withdraw
from the Bibwer force when they bave children, whidh
is ol bation o the new home seomomics on the
swnnpien. o chiidesn e more lemaletime jntea
sive timan other commadities  produced withia the
Yemwme bt the rates ae which women with difloretnt
sducaticisl attinmenis withdraw s not tse s
During the child-reariug years, more highly educated
wonien reallocate niore hours to honschold produs o
than do women with jesser eduacation. Bew Perath
(1473) finding of a Uasluped eelation between oluga
fron and labor-doree participation for Istaeh wuminn
vl yeemy childyen s strongly suggestive of sliffer-
erers i1 the effects of cdocation at different fevels on
the refative offiviences of home and market production
as well ax ef the imeractions between female cduc
tion aned chikd quality,

At this puint one must be very carelil to distinguish
net time intensitivity from gross tme intensitivity. T
is Clear thay many activitics such as watching elevi-
stons or attenditg a sympliony concert we highly time-
intcosive: yet the time spent in the activity itsell may
be a source ol considerable pleasure {(a poimt well
hrougit out by R, Pollak and M. Wachter in an o

published paper). Thus, some activities which invelve

it Large gross expenditure of time may \ot, in Tacl, be
high timecost aativities because of the consumption
component involved.

Vouy e is now known about the relation between
# mother's inpat of mme and child qu.tln)’. ity e
seretd by Tater ethucationsl and coonomic attainment.
Loosvoms clear that snch investmenis are also highty
e eansive, however, one may argue along the Hues
sauested above that the net time batensitivity of in
vesttaents in yuality in carty childbood are Jos than
thirt of investiments in numbers of children because of
the consumption component nherent in such invest-
inents. This aspect is also dosely refated to investipents,
Luth social and within the houschold, which reding
child mortality, Indeed, there is reason o believe tha
sucly investments will occur fivst in order of vmwe as

time heesines more omstly, bue betore it reaches ihe

very high cost Jevels prevalent in modern iadustrind
NOCHC LIS, : ;
Clearly, a high probability of child ortality affects
the costs of achieving a given family size, i.e., the nom-
ber of children surviving to a given age. If it is as
sumed that on the whole parents achieve a greater (dis-
counted) sum of satisfactions the longer a child sur
vives, amd if declines in mortality result in greater rek
ative incveases in the conditional probabilities of sur
vival from earlier ages o successively older ages, e

4



slipes in mienality shoeld tenct. aceonding o the new
home eennomics, o generate a greater denionnd for
ctalibens Bt this nead nob lewd o an increase in
brrths, bowever, sitice soeds deciines in mortality lower
the cont of child praltivg retative to the cost of numbers
of children, OF course, the net elfect must depend on
the technology of the production of diibd mumoess aned
thild quolity as well w0 a the relntive fmges e of
these bn. the utilicy function. Flese fuctirs muy vay
wtbntatitially trom time to time. onifure e o,
sl place 10 place. The elucidation of sach effects,
haowever, must swely constiinge one of the sentrat chab
'rarpes tooche entpivicat application of the new hose
Ceronatics. Po explore such otbeas laily, howover, v
quises that the househoedd decwiotmaking grocess e
integrated o o smodel of ecopomic grmwth ad de-
velopisent,

The Value of Time, Economic Growth,
and Household Responses'

Wit witl be the comidative effecis of fanily invest.
wenis i chifd guality over time? How will the inereas
ing capawity of Tt Beings bderact with increases
in ihe stock of physicsd capital and stock of knowledge
ol the economy as a whole despite increnssing seircity
ol nuenewabibe msbard resourvces? T argoe hove that
cotinping westmont n framan beings must oven-
tadiy inceease the valoe of a unit of human time. (An
excrption ivinvestsen which inereases the prodoective
Tength of fife or decreases 1he number of working duys
fost to illoess.) 'Fhe breveusing value of human thae, in
turn, alters the relinive coss of family activities and
tie resource constraits faeet by fantlics (o suceessive
generations. bn o series of speealations ol conjertares,
which do not constitnge a foraad mudel, b sipspest heee
that these clunges will progrossively tead o improve.
ments in health and caritieon which redace inlas
andd child mortality, te foewer chibhiens aned (o tworeas
itig fnvestments in child qu';sliiy. Eveauuaily, the in.
creasing value of oy tiine may be vepeeted 1o lead
ta orubstiontion away ftom both nmaboes et guudity
of childrew and ose oF dme in less intensive ways, or

ways which yiekl & grearer personal coususy phion com-

postenit. Vhe projeciion winich emerges is this guiie opp-
posite to the ploomsy forceasts of Madthte aad Bas fol
inwers. For societios in which a high begoest motivc
exists, and in which the orms on which investment
i human capitsl remain eelatively favorable over
tinte, we showdd exge ot to hind eventually, popalation
prowing suly very slowly ov not at all, 1t is oven pos
sibhle that populativa may decline abselgrely tor a
time, sithough highly oulikely thd a tlc{rlilling popu-
Liton wookl persist Tor any substantial period. This
ot Lo say that the cimmbtive process heve desuribed
characterizes all secdeties, The mesdel s mach colored

{r

by tite expesience of Europe, Notth America aud
Japans aver the past 150 or 200 years. Where heguess
motises are weak or nonexistent, and where pewple
Bee or g margin of subsistence so stender as not 1o per
miit mech investmend in the health and notrition of
dhikdven, the pocess may never bhegin, Fxogenous b
irovemerus in health, Jeadiog (o declines ininfan atsl
ehil! qeortatiny, will hen simply heve the eltecr of
vnesingr popntlition b prow moie rapidly.

e s ddassic paper on “Diainishing Rewnns from
tevestern,” Kaigh (194) poiotal ot that: i now
pevestiey G be freedy ditectad 1o it sees, Lel o
hodied sl types of productive agens indiflerently,
itowit] st be sabieor to dimindshing setierns 0070
Maoreover, he stresaed, os did Marshad? before him, the
corieept of capdtal in hinaon bedngs Slough feoeest
weent Cfreely dyeeted’

£

it e bt sahjeet 1o diio
sk CeLaT s, cebraiidy, nealer S CRHUBINSTAON
continued mvestment in gy one particular direction
omzht eventoally w resalt in o dedining vate of retarn
Yor, as 10 W Schdie (978 has cpiunized, the raic
ol retbrn appears 1o have disminishod titdle, # a2l in
tespersst to a high fevel of and even aceclerated piver
of investment in human capital, and, mdeed, ooy
lave setaally risen (Schuliz, 1971, p 173).

Wi do not, ob comse, Bave a0 really acearate soe
sthre of the extent of Jvesment in himmay copitsl o
compared with investmest in ponbunean Gypited sod
iy the stk of knowledge thuough invesboent io o
searth and doveloprocat. Yer there are & number of
vhues which segpest that the capital stock investud m
Tunran hetngs, even on a per capita basis, has bern g
stedily prowing portion of the total capitn siock.
Schlte {1961, p. 793 suggests a vise of the value of the
stk of aducational bwman capital embodund an e
stk of Jubor of persons apge 14 oand vider, from 8%
in 1900 of the o stoch of edlmoational sawd physicad
capital 1o 3z om0 1957 Those estimgies de onot g
chudle eattheqob tcainiug of investments in bt
teenbehy aned nuiviton. Ty terms of gross capital fonan
tion, Kuzows (066, p. 243) ealenlates, on the basis of
Schalirs carlier wark, a rise in the she o} invest
mieins 19 dvonal edis ation alone freon “aboat 900 G
o over BRG 0 thie 15T Mortover, fov Westary
centhiries e whole, Ruamete (171 ealeabues i
shate of Inbor las risen o 83 to 76 poteen of na
it aeome ooy the some period, These facts, niea
ger ax they way be, suggest two significan guestion:
whicls are gevmane 10 the ssue with which this yripn
hegen, vawnly, how can the new home economiv: b
integrated inio a general ihwory of cconomic growtd
ared development in o maimer which Tus some hope
at feast, of heartng on the giand question of the dom
vpraphic transtiion?

Firse. what accounts lor the apparent failure of tin



tute ol retirn to such investmients in haoan capital,
even counting education investiments, o iz despite o
higlt and sceeternting rate of tyvestmesit in thiy form
of capita] relative 1o other fornsy We mighn aeie 1lun
there tris bheen a persistent diseepiilibritom amony these

vines of retarn, ag wasi n the firse holl of the fwentieth’

cestiry. 4 ds not wecessiey for ahe sheory proposed
here tlusy sih g sliseqaibibrium exist and, indeod,
mre reeent eviders o surgests that that vie of return
t investmem i edecaiional lsman capital may have
Pudden in the past cen years. Nooetheless, as foig ay in-

veserears by bimti capitai wiedh iwreases the stock

Pk ciprita Goours, we oay sk o osecotnd guestion. Wha
elfcet will the increasing stock of himan capital per
eapita have on the allosstion ol resources within (he
Noaschiold, and wivs sepereassions will it fiave on the
vate of growtle ol pegobarion wmd Tabew foree?!
Razin (F969, 1072 shows how, umder cortain eire
comistances, the ratio ol lnman 10 wial capital per cap-
it will inerease alouy the optimal growth path of oy
Cooiomy o);]n‘l'i(’nr‘in;_{ technieal progyess. As iodicated
carlicr, 'T" W, Schuliz has emphasizol this aspeet of
the persistent Tailure of rates of teturn to investments
i humae capital to decline, 'Vhe demand for skidls
il knowledge embadied in homan capital does
decline hecanse of additional investments in the stock
of wseful koowledge wad technigue  (technologioal
change} which regnive the continsal adspiation and
adjustoient of 1the human agent 1o wtilize efficiently
this angmented stock and seek out the new sourves of
investnieant opportunities which maimtain ihe growth
provess. But even in the absence of o peisistond dis
cquilibrivon eveaned by the demand lor human eapital,
it7iy possible that the rates of retarn to sach invegt-
ments woukd il to fell over time, or L only slowly,
i relation o the rates of retinn to other forms of in
vestioent hecause of cndogenously changing relindve
vosts of investment. that is, chavges on the supply side.
One ol the must taportant consequences ol the
growing “quality *of swan bejugs, ax rellected o the
inereased stoek of hvmsan capital per capita, as pointed
owl by T W, Schaliy (89783, is e increasing vabue
of huasn tnte por ot of sach time. Many of the con-
seqjuenices of the jacreasiig value of time over time are
amustigly explorest by | huder (1970) in his penetyat-
ing stody of The Harnison Leiswre Glass, Yeuo Liseler
o Seliattz fabh to noty the important link whick may
exist briween the increwsing value of haman time, dae
presuntably (o ivestiont in homan capitsl as well as
o investment i olher foris of capitel and in techno.
logical change, and the terms on which investmont in
human capital takes place. 1§ one assnmes, as 1 shink
plausible, that children (with respect both 1o quality
astd epunity) are net tme-intensive as compared with
ather goods produced within the home, it foltows that

terlesy the Increasitg investinensy of human capitat e
rreases the magioal preduciivity ol a unit of time in
tr cuse aed vearing of ehildien within the home in
ai ofl-seriing Tssliion, fnoreases in the value of ume
vt bewdd to a shift away brom childien to less net time
sntensive activities, Vo b sure, such a substitution
etievr may bre offset by @ strong income effect, hut trerve
are siil further grounds tog suppose that both substita
tion and income effects will tend o lead 1o an nerease
iy hikd qualisy vather thon chikl ntmbers
ficieases in chikl quality may take the form ol bet
e writian and bealth eue of the intellertuat form
of educstion, acpuisition of skitls and ol attitudes con-
ducive 10 acquisition of education and skills. To the
extent thar‘heuer uuirition and health nerease the
ftfe span of a ohild, parricatarly the span of yoais ove
which he can be ceonomiatlly active, such an inorcase
in quality will faise the return to investments i hio-
man capital which a ehild may laer wish 10 make in
himseH, T the extent thar better heatth and nutrition,
resulg in a resduction in child mortality, they inorease
the satisfactions accraing 1o parents from other forms
of investiment which also raise child quadity, for the
refutny o ihese investmems may theo be expeded w
Le enjoved over o longer period of tiae on average,
tncreases in Jongevity, particalarly those which in-
ertase (he years over which mn individual can be eco
nmnically produsetive, ingrcase the mnotnt of hiuman
(i availsble without necossarily incveasing by,
although, of conise, they do increase popalation, Such
air e o time availghbic would temd by jtseit &0
fower the valne of Lime per nnit, bot, 95 we kirow, mosi '

of the eftects of bettes health cave and puirilion o

ite chifethood and enhiatee the quality of o onit of time
ine later yoars ynore than increasing the number of ehils
dren. On per bubnce, thereflore, T wonkt conjectate
that bever bealth amd narrition lower the costs of
ferther investments in hoanan capital refutive o daose
in other fonns of wpial and berease e vetaens
theiefroms. Thos such investments shoubd leud 10 o
cur tost ws cconomic developient proceals,

Vhe secotd main form which an bnerease bo chidld
Yo hiey may oake is through invesiment in hiuon die
form of education, skills, oF altitedes conducive to
Later acquisition of further eduvation or skills, Mach
wvestinent i innag capital of this type teads to he
tinsintensive in the presciosol years, although the
prrises tivity of a unit of o mother's 1iwe, as vemarkedd,
nay e especially enhaneet! by a greater stk of i
mattt capital embodied in her, so it is st pecessaily
rrue that over dime, as the result of the fndreasitg
salac of Duaman time, sulstitation will wnd o ocon
away from this form of investment. Nonctheless, it iz
i this areas that we might expect sonse indieed " redh-
nologival Innovations” which could ceonomize on



wather's searce time, Narsery schools, day-care centers,
swird the proliferation of “educational” toys are per
Iups examples, On the wlide then, § think we may
conrhale thai iporesscs 16 guality of children relative

Cree it rucsthers, take the form of investiments in hu-

“rvans capivd which uitimaiely have the effect of vaising

the wadug of iy thme per unig in their economically
atthve years,

o Jeespeative of the muativatiocs however, the increas-
ing volue of husmtan - must fuve an effect on the
ferm in which each gencraion begueaths a growing
sock of capital o the nevt, As Jony as rates of vetnrn

C i investiit nls iy lnunan capitdd rewain above, or ol
more <loawly chan, the vates of 1eiurn 4o invesiioes o
vtlier forms ol capital, parents will be inducod 1o bes
queatls w greater part i the Toroy of Buman caytal,
s, the teadency towarnds increasing gnadity of chil
dren will be intensitica by the betjuest motive, despite
the opposite tendency, resulting from the ‘noreasing
cost of time, to invest in beguests which are less time-
intensive, Bul as rates of return tend 1o equality over
time, parents should tend o bequesth less in the form
of human capital and more in the form of financial
ams! physical capital. Nenetheless, as long as irivest-
ment in hunian capital oecurs, the value of o unit of
humian fime will continue to rise with inaeases in the
stock of capital per capita, reinforcing the tendency
iw fower children o higher yuality. Substitution will
e iy favor of fewer chilidren of ever higher quality
atel perhaps eventually ageinst both gquality and quan-
tity of children in favor of commiodities’ and kiowt-
cdge. ‘Fhe “foets” rited at the beginning of this scu-
tiof:, suggesting an increasing portien of total rapital
for mation in this centary in the United States bas oc
curred in the formn of haman eapital, hawever, indi-
cate that we may be far from the point st which such
rishstitition heging to ke place against chiklven, quat
ity ek quantity combined

‘The ouslines of a new thuny of the relation between
houschold and economy begin 1o emerge, albeit dimly,
from tlie toregoing vonjectures and speculations. in
tieis suxdel, the value of lman time and changes in
that value over time are : ivotal, and the limitations
imposert by tatural ressuiers may be mitigated, i not
climiniated, by techmological progress asud increises in

“iire sk of knowledg: wied of capital, both human and
softhutam. The main ink betweai houschold amd
ccononyy is the value ol humman dme; the iucreased
value of fivman time regults in fewer chiliven por

housebold, each child embodying greater snvestments
in hunnan capitat which, in turn, reselts in lower mor-

tality and preater productivity in their econonsically
active years, Greater productivity in turn further raises
frath the valve of 2 wnit of time and ncome i the
subseyuent generation snd cnables members of the

#

gencraiion to make efficient use of new knowledge aml
new phosionl capital, Evenstually, rates of retwrn to o
vosunents in physical capital, new knowledge, and bu-
s cspial may beeome equal, but as Jung as invest
ient oveens which increases the amount of Inunan
rapital por individoal, e value of & it of lagnan
time post coniinue to increase. M s not possible to
say whother the diminisiding ability of a human being
to whsorl such invesrment woukd eventually stabihze
the cunber of chikiren per heuschold and at wla
fevel, goven ihie saibdaction parests obtain from sum-
bres of shitdicn as well as their quatity, ud fromn the
act of investing in that quality, Nonetheless, thix
theeny does prddicn over these, b rough qualitttive
fastuan, declining rates of populston growih per
Lape oventtially zero rates oy aven aegative rates for g
they) arnd declbiing rotes of fant moriality, These
arc the anin fcatures of the socatied demograghi
transitivn,

FOOTNIYEES

LTl domeept of "hisnan eigial” in ceconomics s uet
ew. Adhams Stith (1776 reprimsed 1937, Book 1, Glapier 10,
pp. 101-10%) explicitly recognizes the importinge of jnvest:
sheids i skifls, trainiug aid dlueation [y the explanation
of refative wages, Marshalt (1928, Book 1V, Chapter 1, pp.
138130} clearly considers man agd hiv aldbities, as created
by investment in them, as central o predduction of 1nuteviad
goots, knowledge, and organization, The bopertance of in-
vestaient in et capital for undesstanding cconoede
grossth was catly. recogniced by Finboigen (1423, Knigin
(43, anmd Speoglor (FO50), bt credie fm wictespiead -
preciation must be given 10 F. WL Sty whio stomatized
his cwn carlior work it the rescarch of others which he had
sthnudated in e 150 Prosidentin] Address to the American
Frotimie Assacintion {Schaltn 19611 Bn his 1971 Dook, In
vexlment in Einman Lapital, Svuhz colleots oad mnplilics
many ol his papers on this subject. Becher (1946} works out
many af he thometical and coipivical imglications of the
coneept of buavnn cmsial tor ivestoent it eduction god
owalie-fob raining, bt does not explivily omsider ahe
Bmphoations of the toneept for the way in whith the eoon-
mny Ay 1eive aver fang

i For a reare extensive, more critical, and somcwhat
wsnre 1echinioal discossion, the wader is refeired o Nerdove
(F7, seatinns 2. :

4. b ohs comdexi, “stotic” may be Geken o mean Ctime
teas,” i the senge thay ol decisions age viewoed as Liking
rlace at 3 point in thee with el kidowtedge of all foture
cersbgueaees, Such an analysis is dlearly wareatistic, but it is
i wstral first step du econumic anzlysts of tiost any problem.
What mratters i et dhe bick of reifism of the asannplions,
L how far they sam get us in etderdmeding the problems
at buetued, -

4, Muoreover, (r many soictes the tine of the chiliren
i i Lonily 3s slse productive, o that decisions as to shoeiy
watalers may shift the resowrse coastraing 1 the family.
Thus, one sy chicouater here an inteedepentence between
what sionomists call preferenees and what they ol oppor.
trraitics., Such interdependencies are extremely bard ro onse
with {rom a theoretical point of view.




B This, inddecd, Gy e point muade foreefully by Mot
{16y amd recently evophisied by Becker and Mideed
U705 Keppe venes s, secntich (VT pulied oad dat ahe
tiwenry of cmeroaner behav o ouy then developad, atthegl of
wrvaf poneretity, focked conimg o the saenr fhat o v
cypes of rebatans 1o b expeeted amongy il
terva citemesies of goode Pty (EH7) 1) and Gansan
gty :xft:-:-sg'-i-.-d TN TORLI | (HTas :_-m;:lriszll sotitent to tiee
diersy of cansieger dereag by giving it vre Usiructore.”

s Lt it 0 b haneehedd pradaction moedet,
s mr!m;r i and aurket ]nm. maabie gorsds, us intradeon!
by Bochor (HREIR), Dang stey 1008), am? Manb (1808 iy o
visehy, o BMuath point ont, that 1t cines yield a owrblity fu
debe of the type Redy: cupgesced (Muth, 196G o0 T00).
Wb b arue, in g senwe that ey cotdesions of e
Tuew hoeme ceonomita” cornbl he o dedh ad direcdy Linns the
Stretoigr: Tovulation and other. spoctaliong assunptions,
e hf.w!"'-;n"-JUE.liml aspuect, of the hetseboilD produaciion
st b Yendds an inbive insight aod enmitiol conend
whicli o Laking ip the more abstenet Jowedagion 51 suye
gests a more divect look ot e wadumslogy of processes with-
e thie houschold and pavtiovhaiy how they wa time and
nott surchased  inpots in addition o markecpuidasable
vammeditics. ladeed, e supposald dillerences i the e
jitensitivity of the predncuon of bomehalt zoods give
much of tht camerm 1o seeent applicaions of the “new
hose cooiomies” to the problems of ferdglity and i
arprital formadion.

oy il eeky

SREE

B Fe wicies::

“Whene the funily i comersed the phicnomenon of al-
trevinmg dnevitably taises s head: # we can speak at all of
the twbiPorenon curves of aay one member, we mnet ad-
it ther bis tastes sund marginal sates of contributon spe
craetamireied by the goods thit other wembers censume,
These L extertie! ratsumpiion efleds are the esence of
faeity dile. L Bucd proldems of ot ccotiomics aro,
abstenctly Conecived, exartly of the same logicnl Jorcier
as v gereret probiesmt of governmeat amd socinf welfare”
3.0,

0 wvithin the fonddle there can be assumed 1o take

place ae optimal reailocation of incone s as 1o keep each

menitler's dollar expeachiure of eguai cthival wortly, then
here cun Lo derived for the whole family a set of weil.
hetived mbifiercuce contors teisting the totds of what
it copsemz: Mie Lusily cau be said 1o 222 a5 57 it max.
Bonbres sinlt o proup peeference funetion.” p. 25

The probdenr with - Le Samechoniaa Bacsse, Lowever, s
that i wsstinees o Fixed family mrmiwwhipnml @ grewt deal
of what the wility fanhen of the sow home cconomic &
designed e explain is how that [.nm!y cogmpasition gets
dewnmined, "This reguires smch more thaa Samuehon ab
lows for o his formuiauon, W bien, f example, are children
members uf the Lunily. and thes codetenminers of e i)
Hy function, amd whon are they just armuments iy the atility
funiztior determined for the Jemily not inghading them? The
fall interafuation wrgued by 1L WL Schultz {1972 stems @
neeeasary addition to the agument, Yet for this to be true,
what might be calla! 2 "John Donne Effect” must be ex-
tremely powcriul. Casual vbsctvation suggests that cach indi-
vitdual'y conrern {or ather diminishes with distance in Loth
time amd sposce. Yot it may be Trae ander certain rostrictive
assumptions, ¢8 poimrd out o me by Asal Rarin, that
whae might be called pair-wise iotergenerationsl internalin-
o, by which 1 wean fall internaliration of the atilities ol
the nexs soceceding procration by the immaediately pre.

coding, penerstion, wonld lead o esentially the same type
of probiem ay that encotmerod tr the discissions of npting H
piowin with wn infinite horiron. Further disvission of s
mmplt % matier wotthh, howeeer, ke us heyord lie soope
o phis prpeect

7. theve s g pmfmmd problems tn, on the one B
teenalising alt the fanily members’ satisfaciions in one
wiiliey fnvetios and, 2t o same G, osing s sy sl
ity fun tion (s determine the munncr asd “queadiny” of e
r_.a.';.-nl_v members themselves, Fasenticlly the pmhit-m Frtiiis
oo the coedensation of  sequerntial, dyamic sut ol ded-
whaibi itinn o thear ¥ e chotee based on ihe taaxinsiration 03
A shneic statie, tmeless weiiity Puncticn, o0 s ot extene
frarns, the e af the cenceproad adeguacy of the approach
arises i connectice with (e applicaton of the aew home
crotonmnies e otsehiold bomation jise bl wlit i oan caster,
b :I‘l\"l'lh' PR ]:IHiUi[“'l!"iili‘i' tvd maight huve been e
sor-bed s fwniage Yot pan i ARE, I SR $ i, 1990
ves 5ok 1 oassanbared with }nmnv-.mnn s the act oy
e, of o dease of howsehold furmsgon, s the povngd fret
stepe il gehitral process of choice with whicl e now
Luome peopomibes deads. Whore dhen i the wiility function?
Can she etire progess eatly be broken fnto two distinut
atitl seprraide paots, what the economeiricinn would cait o
recneaive system? 1 2 fupdamental purpose of snriage iself
is she provcstion of ewn legitiuae children, giveo a soct
e1y’s definiton of be'l marriage and legidimaey, clearly dwe
priurss Lannot be reparded as recursive, (See Bedker, 1974)
Again, the static characier of e analysis, while not Beees
sarity lmiting its osefuliess in an empirical sense, intro-
chiees o concepraal ditficalty of 2 high order,

8. “What js at issne is clearly an intertempord disribu-
tion piedibemn: that of halancing (the consumption fevels of
sccessive gencrations, aind of successive stages in the fife-
eyede of a given eobort af congemporaries. The most per-
daeut decisinis-—individusd, torporate, of governmencd
w-are those that determine fnvessioent i physicad capial,
M human capital, and in research aud development. In
vestaesis it phwsical capital, if well made, rugment futore
coustmption tronph an increase m futere capitsb-fabor
ratfos. [nvestiaeny in homan capilal raises the guality of
fnbor al, one bopes, of e, Suceessful research and de-
selopmend aganent Tuture oopital and  fabor inpus
thmlwl- the development of beteer 1 chuiques of produc-

tiow" {haopmans, 1967, p. 96}

ML Sew Nerlove (1973 for an extendud eritique of s
witsic hovechiokl vubinelogy usmally assamed in the new
home ecusomics and the resteictive ellects of thess ABSHTP-
thons ot the asiure and o of the condusions which may
e ddrownt -

U See Kreps (U971 fou a careful, detailed, sod complete
atcahnt of our currend stote ! kuowledge in this crucisd
arui.

1E For ab onecliomt sarvey of yecetit work on the trans
mission of wmaierizd wealth see Brittain (1978), Pespite 1he
avnilability of a sebsianoal auscunt of stalistical evidepee,
there has heen surprisingly Tt research on this importu
tepic, Neediess o say, dbda on toaasission of nonmemsteriod
wealih by investments in fvieze capital through better nae
tition and kealth, edurstion, aad the creation of attitalies
and =kills, is almost non-existent. Some evidence, howeser,
is presaded in Areleen Leibowin's study of Ferman's 1921
sample of Califoruia school childven {(1574), which baurs
unpmrumly on the mater in which much buman cpitd
is passed from onc generation o another, especiatly to

9



ci;i!s_! of pre-schoo} age, The sample s very unrepresehtative,
Laat it i dnstructive, dor the invesinents of msihes’s time in

v child and the quadity o those investmends s measured
hy her tiucation, nre found to allecy apprecinbly fawr mea-
s of the child’s ability atul futuree carning capa.ity,

it The interpretstion nf siany of these resulls iy some-
iy cainpiivatet] Ty D offros oF morviage on the s
atbwi of the edueathnrd sttmuments of spouses.

Li YPhis sector povalicly sootion 3 of Netlowe (1874

LB de not deal Tiere with the problem of e iixity of
suppdy of exfaustiold meiaral respurees, hut assime s
e finical progress g Sl ofeetring,

15 Scc Becker -0 8w (1S
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