BEIAREL, $+—% By (1988)
The Journal of The Population of Koreca, Vol. 11,

No. 1(1988)

Do Economic Variables Affect Fertility?
A Critical Review on the Income Theory and Relative Economic Theory

Minho Kuk
(Yonsei University)

T . Introduction
. Income and Relative
Economic Theory

"""""" <Coments>'-----'-""“”-----"-"---"--"--------«.

IV. Limitation of Economic
Theory and Criticism ;
V. Fertility Behavior in Korea |

! II. Review of the Empirical Studies V]. Conclusion
on (Relative) Economic Theory

1. Introduction

Since the beginning of this century American
fertility swing showed an enormous demographic
transition. American fertility, after declining in
the 1920s, reached an all time low during 1930s,
and it moved upward, reaching a peak in 1957,
and subsequently it turned down (Easterlin, 1973
:171). This phenomenon raised some fundamen-
tal questions, ‘How do we explain the economic
and social processes and family behavior that
accounts for the marked decline from the high
birth and death rates to modern very low birth
and death rates?’ (Schultz, 1973 : s4), and ‘What
accounts the fluctuations in the birth rates in
the United States since 1920 to present?’ (Eas-
1966, 1969, 1973).

The study of fertility behavior was usually
taken to be within the research realm of socio-
logists and demographers. They have done much

terlin,

in clarifying the complexity of population data
and exarnining the particular differences among
classes of parents in their fertility behavior,

At the beginning of the second half of this
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century, economists joined the study by investi-
gating the relationship between family - size-desire
and income with the concept of utility maximi-
zation. Gary Becker (1960) presented an ‘income
theory’ of fertility by treating children as con-
sumption goods, a source of psychic income or
satisfaction. He thought that the higher the
amount of income is available, the higher the
fertility should be, But the available data did
not support this contention so well,

The alternative way to advance the Becker’
s income theory was the ‘relative economic th-
Deborah Freedman (1963} introduced the
concept of ‘relative income’and later Richard A.
Easterlin (1966, 1969, 1973) developed a relative
economic theory. Easterlin validated his hypot-

eory,

heses of the relative economic theory by exami-
ning the recent American fertility swing using
the aggregate time serles data (Easterlin, 1973).
From that time on, many studies tested these
Becker’s income theory and Easterlin’s relative
economic theory on fertility, Some researches
supported the positive or negative relationship
between income or economic status and fertility
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(Freedman, 1963 : Easterlin, 1973 : Ben-Porath,
1975 ; Butz and Ward, 1979), but most other
studies showed little or no relationship between
income or economic variables and fertility (Blake,

1968 ; Turchi, 1975: Bean and others, 1978 :

MacDonald and Rindfuss, 1978, 1981 ; Thornton,
1978. 1979 : Cramer, 1979 ; Freedman and Thor-
nton, 1982).

In this paper, first, I will introduce the income
teory and the relative economic theory more
specifically and I will review some empirical stu-
dies which tested the relationships between eco-
nomic factors and fertility, Thirdly, I will find
some problems and criticisms on this theoretical
approach, and then, I will see the Korean ferti-
lity behavior briefly. Finally, I will present some
alternatives for the future study of economic
theory.

[I. Income Theory and Relative Economic
Theory

Historically, there has been an inverse rather
than a positive relationship between economic
status and fertility in the world during the pe-
riod of urbanization and industrialization, Large
families were more prevalent among the poor
and uneducated. Recently these differentials have
been narrowed or even been reversed in some
places. Under this circumstance, some economists
began to treat children as consumption goods
in that this value resides in the direct satisfac-
tion they provide. These economists tend to
approach the study of fertility from a demand
perspective, focusing on the household’s balancing
of tastes for children and other consumer goods
subject to the constraints of price and income.

The first important work of economic approach
on fertility was offered by Becker (1960). Becker
thought that for most parents, children are a
source of psychic income or satisfaction and thus,
children would be treated as “consumer goods.”

Based on the conventional economic theory of
consumer durables, the satisfaction or costs as-
sociated with children are normally treated as
the same as those associated with other durables
(Becker, 1960 : 210). With the major assumption
that each family has perfect control over both
the number and spacing of the birth, Becker
posited that a rise in income would increase both
the quantity and quality of children, where the
increase in quality being large and the increase
in quantity being relatively small. The quantity
and quality of birth in a family would be a
function of costs and benifits of children and
other consumer goods, and would be decided in
maximizing the parent’s utility,

Addition to income, not only tastes but cont-
raceptive knowledge have significantly related
to fertility (Becker, 1960 : 217-8). Children are
assumed to provide utility. The net utility of
children is determined by the parents’ relative
preference for children and this relative preferen-
ce is expressed as ’tastes’. Parents desire three
things in their fertility behavior. They are com-
modities for their own consumption, children, and
commodities for their children’s consumption
(Sanderson, 1976 : 471). Also, an increase of
contraceptive knowledge would affect fertility,
but it would increase in quality while decreasing
quantity (Becker, 1960 :231). Becker finally
concluded that fertility is determined by income,
child cost, tastes, quality of children and cont-
raceptive knowledge,

After Becker’s work on fertility behavior, most
economic approaches on fertility advanced the
economic theory where economic status, espec-
ially income, of parents is positively related to
fertility and decisions concerning quality or quan-
tity of children are decided in the same sphere
as decisions concerning other consumer goods,

Several years later, an alternative measure of
economic approach came out in the name of
‘relative income’ or ‘relative economic theory.



Freedman (1963) first used the concept of rela-
tive income, She explained actual income in
comparnson with the average attamned by men
of his age, occupation, and educational status.
The relative income concept Freedman introduced
was the ratio between a man’s actual income
and the income customary in his socio-economic
reference group. She thought that the costs or
rearing children are not all monetary : the care
involves attention and time on the part of their
parents (Freedman, 1963 : 415-6). Thus an in-
come which is above the average for one’s status
is associated with more children, but being in
a higher absolute income class means rather fewer
children if the higher income is only what is
usual for the husband’s age and occupational
status (Freedman, 1963 : 422). Here, as one of
the income source, we can think of the wife’
s work participation, Freedman thought that wife’
s participation in the labr force may increase
the family's income and thus its ability to sup-
port more children, but it is also likely to reduce
her available time to bear and rear additional
children (Freedman, 1963 :415). She thought
that the influence of wife’s work participation
on fertility is relatively small. The relative income
concept of Freedman is a step advance of Bec-
ker’ s income theory by specifying the concepts.
Freedman’s relative mcome theory also assumes
that parents can do perfect control over both
the number and spacing of the births,

Becker’s and Freedman’s works were advanced
a step further by the Easterlin's work (Easterlin,
1969). Easterlin advanced Becker in that at one
point in time may not be a valid representation
of the income concept relative to household de-
cisions, and potential flow through time should
be considered (Namboodiri, 1972 : 186). Easterlin
insisted that the basic organizing framework
of income theory is the economic theory of hou-
sehold choice. This means that the ‘tastes con-
sideration’ is most important than any other
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factors. In other words, fertility behavior is the
result of household choices, Here consumers with
given tastes are viewed as maximizing utility
subject to the constraints of income and prices.
Thus income, tastes, and prices are the basic
building blocks for the decision of fertility of
household (Easterlin, 1969 : 127-8).

Easterlin changed some basic concepts which
Becker had already established. They are as
follows. (1) Income : Becker insisted that there
is only a long-run income which increased both
quality and quantity of children. But Easterlin
divided income into two : observed income and
permanent income, Observed income means in-
come at a point in time and permanent income
means the potential income flow over time. Here
Easterlin insisted that permanent income is per-
tinent to househod decision-making, and that
observed income may be an unreiiable proxy for
this (Easterlin, 1969 : 129). (2) Opportunity cost
: Becker did not separate wife's income from
husband’s income. But Easterlin, following Freed -
man (1963), separated them. He said that wife’
s earning 1s only opportunity cost, That is, wife’
s earming possibility raises the potential income
of the family and thereby tends to affect fer-
tility possibility, but it also increases the cost
of children and thus tends to discourage fertility.
Thus the effect of wife's job participation is
relatively small. According to this hypothesis,
most of the recent researches testing the relative
income theory ruled out wife’s income. (3) Con-
traceptive knowledge and control : Becker (1960)
thought that the increase of contraceptive know-
ledge would raise the quality of children as well
as reduce their quantity. If knowledge of cont-
raception did not vary with income, the relation-
ship between actual fertility and income would
equal that between desired fertility and income.
Differential knowledge about contraception does
convert a positive relation between income and
desired fertility into a negative relation between
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income and actual fertility (Becker, 1960 : 220).
Easterlin modified the Becker’s contraceptive
knowledge hypothesis. Easterlin insisted that
knowledge of modern methods of contraception
is not essential for fertility reduction, as has been
demonstrated by the population trend of Western
Europe which managed reducing fertility long
before modern contraceptive methods became
known (Namboodiri, 1972 : 187). Easterlin sug-
gested that the contraception framework may
work in several different ways. In Becker’s fra-
mework, an increase in income tends to raise
fertility by relaxing the budget constraint. But
Esaterlin thought that there is also a negative
influence of extra income on fertility because
the rise in income brings contraception more
within reach financially and thus it makes a
reduction in unwanted pregnancies (Easterlin,
1969 : 135-138). In this way, Easterlin suggested
the relative unimportance of contraceptive know-
ledge on fertility, and after, most of the recent
researches working on relative economic theory
ruled out the effect of contraception.

Easterlin’s relative economic theory also diver-
ged a little from Freedman (1963) in relation
to socio-economic background. Relative income
hypothesis in reality consists of two separate
subhypotheses, They are as follows.

Subhypothesis 1 : Fertility depends upon the

relative income where rela-
tive income refers to the
current family income level
relative to the desired income
level, the desired income
level being determined by
past own family income,
that is, parental income,

Subhypothesis [ : Fertility depends upon the

relative income where rela-
tive income refers to the
current family income level
relative to the desired income

level, the desired income

level being determined by

the contemporaneous income

level of all age group. (Ro-

bertson and Roy, 1982 : 341)

Freedman (1963) pioneered in the application
of the subhypothesis [I type of relative income
hypothesis. But Easterlin’s emphasis is more on
the first type of subhypothesis even though his
relative income concept contains both the two
subhypotheses. Easterlin insisted that the relative
income hypothesis is a combination of resource
variables, actual income and taste variables, an
empirical proxy for the living aspirations of the
household (Easterlin, 1969 : 145). However, both
Freedman and Easterlin arrived at the same
conclusion that fertility is associated with socio-
economic situations in which actual income is
the highest in relation to the desired living level.
Easterlin validated this relative income hypot-
hesis with empirical test. Easterlin has focused
his empirical study of the influence of relative
economic status on long-term variations in fer-
tility, in which the postwar baby boom and the
recent fertility decline are seen as a succession
of long swings. It is argued that the American
swing reflects balance between preferences and
resources of successive cohorts (Easterlin, 1969
: 140). The basic assumption of Easterlin’s hy-
pothesis is that economic factors played an im-
portant role in the postwar baby boom and sub-
sequent downturn in American fertility. Thus the
explanation of the recent decline in fertility must
be generally consistent with that of earlier baby
boom, though new factors may appear from one
time to another, He found that American ferti-
lity after declining in the 1920s, reached all time
low during 1933-39, in the next eighteen years
it moved up, reaching peak in 1957, subsequen-
tly, it turned down (Easterlin, 1973 : 170-171).
In analysing this trend, Easterlin thought that
the relative income status (subhypothesis I) has



been the dominant factor in the fertility move-
ment since the late 1950s. For this, he assumed
that the relative well-being of young adults
depends on how the general unemployment rate
during the period in which the sons were in the
labor market in comparison to the unemployment
rate during the period their fathers were in the
labor market (Easterlin, 1973 : 192). With the
aggregate time series data, Easterlin found that
the movement of the relative economic status
series indicates a decline in the relative position
of sons in the 1930s, a marked improvement to
the 1950s, and the noticeable decline in the mid-
sixties. Those movements accord reasonably well
with the ups and downs shown by the fertility
rate. He concluded that this evidence is consis-
tent with the hypothesis that shifts in the rela-
tive economic status of young adults have played
a major role in the swing in their fertility per-
formance since the 1930s (Easterlin, 1973 : 196).
In the process, Easterlin emphasized the impor-
tance of tastes in the economic analysis, Accor-
ding to him, tastes interact with current and
recent income experience, and influence the fer-
tility behavior of young adults. The change in
tastes itself is determined chiefly by economic
circumstances ; namely, those experienced by
young adults in their parent’s households as they
were grown up. Thus, tastes variables are inf-
luenced by economic conditions and the relative
economic status variable is a composite of both
tastes and income variables of economic theory
(Easterlin, 1973 : 197).

The fundamental difference between Becker’
s income theory and Easterlin’s relative economic
theory is that while the Becker school stresses
the parental aspirations for their children's stan-
dard of living as increasing the effective cost
of children, the Easterlin model stresses the ef-
fect of the parents’ aspirations for their own
material standard of living (Sanderson, 1976 :
472). In other words, Easterlin emphasized the
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‘intergenerational echo effect’, that is, the nurture
environment created by one generation deter-
mines the tastes for goods and children in a
subsequent generation (Leibenstein, 1976 : 427
; Oppenheimer, 1976 : 433-457). However both
Becker's income theory and Easterlin’s relative
economic theory came to an aggrement in that
both assume that, keeping enough things cons-
tant, the underlying relation betwen fertility
and income is positive, and both are necessary
to an understanding of the relation between
economic factors and fertility.

M. Review of the Empirical Studies on
[Relative] Economic Theory

In recent period, many of the sociodemograp-
hers tested this (relative) economic theory. But
among the many recent studies, just few of them
supported this theory. Most others could not
support of any significances in the relationship
between economic status variables and fertility
behavior., We will have a brief review on the
works of these studies.

Ben-Porath investigated the effects of the
characteristics of the first generation on the size
of the third generation (Ben-Porath, 1975). The
data used here came from the Panel Study of
Income Dynamics produced for the Office of
Economic Opportunity by James Morgan and
his associates at the Survey Research Center of
the University of Michigan with about 4,900
families from 1969 and 1970. The respondents
were non-Catholic white women 35 or more years
old and asked the information on her husband.
With this research, he found that in the third
generation of the sons of laborers, farmers and
operatives have the most children 4, 3, and 2.
7, respectively : the sons of the self-employed
businessmen have the fewest, 2.2, With this
result, he suggested that the characteristics of
one generation affect not only its own fertility
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but the fertility of the next generation. He in-
sisted that these long-term effects are the resul-
ts of parental influence on the tastes, opportun-
ities and genes of their children. Thus Ben-
Porath predicted that earnings and education
of the first generation related negatively to fer-
tility and number of siblings in the second ge-
neration and farm background affect positively
the third generation fertility. In this way, Ben-
Porath’s analysis showed some kind of relation-
ship between the relative income hypothesis and
fertility.

But most of the recent researches done by
sociodemographers after Ben-Porath did not
support the relationship between income or rela-
tive economic status and fertility, Bean et al.
(1978) showed the ambiguity in the relationship
between income and fertility. They used data
from 1965 National Fertility Study based on areal
probability sample of those women in the United
States born since 1910 who were currently mar-
ried and living with their husbands. Thery divid-
ed fertility into wanted and unwanted fertility.
They assumed that, since unwanted fertility
reflects the ability to regulate supply, it can be
used to gauge whether income has a significant
impact on supply differences from its effect on
demand. In general, it seems plausible to expect
an inverse relations between income and supply
since the higher the income, the greater access
to medical care,and the greater control of fertility
(Bean et al, 1978 : 323). With data analysis they
found that the coefficient relating total fertility
and husband’s income was not significantly dif-
ferent from zero for the white Protestants, sig-
nificantly different and positive for white Cat-
holics, and significantly different and negative
for black, In contrast, less diversity is found for
wanted fertility and all of the income coefficients
were positive, but insignificant (Bean at al.,, 1978
1 327-8). This study suggests that the income
effect on fertility may be confusing when wan-

ted and unwanted measure is combined. For
white Protestants and for blacks, income effects
are mn opposite directions for wanted and un-
wanted children while for Catholics, the effects
are positive for both. They found that rather
than the income variable, wife’s education exerts
a negative effect on wanted children within all
three groups, but its influence 1s weaker for
unwanted children.

MacDonald and Rindfuss (1978) tested the
empirical evidences suggested by Easterlin with
the aggregate time-series data. They thought
that the highly aggregate data do not reveal well
the behavioral components of the relative econom-
ic status hypothesis, Thus they used micro data
from the 1970 National Fertility Survey to exa-
mine the behavioral components of Easterlin's
hypothesis. The sample used in this study con-
sists of once-married, currently married women
who were living with both parents at age 14
and married husbands who were residing with
both parents at age 14. They examined the ef-
fect of relative income on fertility in the years
of marriage with multiple regression analysis using
cross-sectional data, They divided the couples
into two groups : the upwardly mobile group and
the downwardly mobile group. And they found
that the difference between the distributions for
the downwardly mobile couples and the upwardly
mobile couples was not as large as might be
expected. They explained that, since there has
been substantial aggregate economic — growth
over the past two decades, it was not surprising
that a large share of downwardly mobile couples
felt better off when they were first married
than they were grown up. They thought that
thre is a tendency to forget the bad times with
the passage of time. Thus the ability to predict
the response to the financial feeling question has
limitations, This means that existing knowledge
of completed fertility differentials may provide
inadequate clues about spacing patterns. With



these results, they insisted that it was very hard
to find evidences to support the income hypot-
hesis that relative economic status influences
fertility. They also found that wife’s living or
having lived on farm, Duncan’s Socio-economic
Status Score for the husband’s father’s occupa-
tion, wife’s number of siblings, and wife's race
did not show any significance in the relative
economic hypothesis on fertility,

Thornton (1978, 1979) also investigated the
relationship between several different income
concepts and fertility, He thought that any at-
tempt to examine the impact of income on fer-
tility must include as many other variables as
possible, He used data from the two Growth
of American Families and two National Fertility
Studies, This study carried out at five year in-
tervals from 1955 through 1970. His approach
was to analyze the relationship between income
and childbearing utilizing an extensive set of
controls. Statistical controls were applied through
the use of Multiple Classification Analysis (M-
CA), a form of dummy variable regression, He
tested income in several ways such as husband’
s income, relative income, subjective relative
income, feeling about financial circumstances and
future income. He analyzed with the 5 year terms
and found that almost no regular relationship
between husband’s income and total expected
family size. It suggested that despite the exten-
sive controls, husband’s income had no positive
impact on childbearing, The relationship between
income relative to the past and current parity
also failed to support the relative economic hy-
pothesis. The analysis relating the subjective
measures of income to current parity showed
that most of the variables were either negatively
related to current parity or there was no relation-
ship, and if any, the relationship was very weak.
In his 1979 paper, he also could not find any
supportive evidence on relative economic hypot-
hesis. Here he used data collected in the fall
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of 1975 from a representative sample of Americ-
an population, men and women 18 years of age
or older. Approximately 1,500 people were asked
about their actual and intended childbearing,
income, consumption aspirations and child qual-
ity standards. Statistical controls were the same
as his 1973 paper. The data were consistent only
with the hypotesis that preferences for child
quality are negatively related to fertility, But
the overall relationships between income and
fertility were not positive. When consumption
aspiration was considered, home aspirations did
not show positive relationships but nonhome as-
pirations showed negative relationships, There
were no positive relationships between subjective
well-being and fertility, the standard of living
early in marriage and fertility, and the perceived
child quality costs and fertility, But outside acti-
vity of women requires time that may reduce
fertility, All through these findings Thronton
concluded that the relationship between financial
position and fertility may be complex and the
impact of financial position and expectation on
fertility may not be large or consistent,
Freedman and Thornton (1982) investigated
the relationship of the husband’s income exper-
ience and family size decisions over a 15-year
period from 1962 to 1977. Data used for this
research were collected between 1962 and 1977
from a sample of white women living in the
Detroit metropolitan area who either had just
married or had just a first, second, or fourth
birth. Those women who had uriwanted births
were eliminated. Questions were asked four dif-
ferent times during the childbearing period. Also,
the study solely focused on husband's income.
That was because wife’s earning capacity inc-
reases family resources and thus the family's
ability to support more children, but it also inc-
reases the opportunity costs of rearing children.
The findings provided little support for a positive
relationship between income and fertility, Also,
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neither wife’s nor hunsband’s education showed
a consistent relationship to fertility. Changes in
personal or family circumstances could have af-
fected fertility plans, but such changes seem
unlikely to have been systematically related to
income,

Most of these empirical studies testing the
(relative) income hypothesis supported neither
Becker's income theory nor Freedman's and
Easterlin’ s relative economic theory. However
they suggested that the importance of economic
factors for fertility decisions should not be dis-
counted, Gaps in the survey data could acccount
for the observed weak income-fertility relation-
ships, since no measures were available for
aspirations for consumer goods, child quality
expenditures and uses of time, all of which pre-
sumably could be related both to income and
family size decisions, Another possibility is that
these economic reasons reflected concerns about
the desired quality of children, unmeasured up
to now, more than those of income prospects.
Also, the possibility that social changes during
the inter-survey period could have differently
affected fertility changes for different income
groups also can not be ruled out (Freedman and
Thornton, 1982 : 76).

IV. Limitations of Economic Theory and
Criticism

The first objection to the Becker’s economic
theory came from sociologists not from econo-
mists, Economists have a select list of variables
of primary interest such as potential income,
child quality, and opportunity cost. They are
usually individual factors affecting fertility and
everything else is essentially included for pur-
poses of standardization. Thus economists emp-
hasize the direct effect of independent variables
with intervening variables treated essentially as
a standardization measure. But socio-demograp-

hers emphasize the intervening variables to
account for the gross relationship between in-
dependent and dependent variables. They account
for the structural change to fertility by empha-
sizing the social class or socioeconomic variables
as ‘background wvariables’ (Goldberg, 1975 : 84-
90). This different interest of socio-demographers
to be likely to see the fertility
behavior as ‘supply’ perspective rather than ‘de-

make them

mand’ perspective as economists usually do. Blake
(1968) criticizied Becker’s economic theory in
several ways. First, Blake questioned the app-
ropriateness of the analogy of children as con-
sumer durables, Children can not be purchased
either by payment or credit, nor can be exchan-
ged. Blake insisted that the demand for children
is not under such monetary control. The value
of children is more than the economic rationality.
Parents can neither own children nor abuse their
children physically or mentally, but rather their
existence obliges parents to accept burdensome
conditions and restrictions, Thus, Blake insisted
that, children can be seen as the result of rep-
roduction motives or intervening variables such
as social institutions rather than economic factors
(Blake, 1968 : 15-17). Second, Becker treated
the productive role of parents entirely as part
of the costs parents pay for the utility they
expect to gain, But parents, as producers of
children, are under the social pressure of respon-
sibility for the quality of children as their produc-
t. In this condition, Blake insisted, poor parents
as well as rich ones will view the only one child
unit as deprived one. Hence, two children, and
not one, become the minimum for the avoidance
of childlessness. This isbeyond income considera-
tion (Blake, 1968 : 17-19). Third, Becker did not
think of factors making direct costs heavier for
the rich. Usually the way of life of upper-income
groups may be more competitive with children
for time, effort, and finance than the life style
of lower income groups, The higher income group



has more diverse opportunity cost into their lives
that do not exist where the range of choice is
narrowed by poverty. This problem is explained
so well in the Freedman’s relative income con-
cept. That is, fertility is highly influenced only
by having extra money in comparison to their
peer groups. Fourth, Blake insisted that in the
Becker’s income theory, there are no systematic
social class differneces in the relative utilities
of children which limit the family size desires
of the well-to-do, The uper classes are under
the great pressure from non-familial demands
than the lower (Blake, 1968 : 22-23). Some of
these problems were modified by Freedman’s
relative income in comparison to their peer groups
and Easterlin's relative income concept where
the desired income level is determined by past-
own-family income, that is, parental income,
Despite the development of relative income
model, still there are some problems. First, alt-
hough the economic approach to fertility beha-
vior 1s based on consumer decision theory, there
is no agreement as to which decision process
is the most relevant. Usually the decisions regar-
ding family size is done by parents, by two
people. The econornic framework assumes that
decisions are oriented towards utility maximiza-
tion. But the more fecund women can have
always more children, and the decisions may be
more of the result of ‘conflict resolution’ rather
than ‘jpint utility maximization’, In this situation,

power relations between husband and wife must

also be considered. The husband-wife interaction
and the experience of their first child may also
have an effect on complete fertility independent
of other factors (Turchi, 1975 :116). Second,
usually many scientists disagree in the use of
tastes variables into the economic analysis of
fertility behavior (Turchi, 1975 ; Olneck and
Wolfe, 1977) because the indicaters used for
tastes are fairly crude, and the results are rela-
tively unrewarding. Also, there are some non-
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economic costs asociated with children such as
frustrations and anxiety and social enforcement.
The income theory and the relative economic
theory did not take these variables into account,
and consequently it reduced the validity as a
theory.

There are some limitations in testing this th-
eory empirically. That is, for example, we can
not test variables such as tastes or quality of
child exactly. Thus most of the empirical studies
tested only part of this economic theory that was
avilable to be tested, and many parts of this
model remain without empirical test. As Freedman
and Thornton (1982) pointed out, some problems
such as aspirations for consumer goods, child
quality expenditure, uses of time, quality desire
for children, and outer influence on fertility chan-
ge during the survey period can not be tested
within the income or relative economic theory.
These variables can largely be divided into se-
veral categories, First, it is the variable of social
pressure. As Blake (1968) had already said, the
existing social institutions influence greatly on
the fertility behavior of parents. Especially recent
development of mass media represents the social
norm and it prescribes the desire of parents
having children. We can imagine that the past
period when the parents were growing had dif-
ferent social norms and socio-economic backg-
round, Thus we can say that fertility is greatly
influenced by the current social pressure than
the past socio-economic situations. The second
one is a group of attitude variables including
psychological variables and biological variables
which are independent of the economic variables.
Fertility behavior, in many cases, is decided by
mmediate emotional change or different attitu-
des. We can not expect for all the couples to
act to maximize their utility in childbearing be-
cause no one has a perfect rationality, Also the
level of rationality of each couple is changed
with the change of situation and pass of time.
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Third, as had already said, some women are more
fecund than others and have more children. Fi-
nally, the recent increase of divorce rate and
separation, late marriage, and couples without
children can not be explained within the econom-
ic theory.

V. Fertility Behavior in Korea

As we discussed above, there are so many
limitations to apply this economic perspective
directly to the analysis of fertility behavior, The
main problem is that we can not test some major
variables such as tastes or quality of child exac-
tly, Thus most of the previous studies tested
only part of the theory with data available to
be tested. Nevertheless, most of the previous
empirical studies could not support the economic
theory. That is, the effect of economic factors
on fertility is relatively small, and if any, it may

Table 1. Correlatrix(N=28,034) : 1985

be relatively unimportant in comparison to other
socioeconomic factors.

Now, let us see the relationship between eco-
nomic variables and fertility in Korea. The major
data sets used for the analysis of fertility in
Korea came from the 1974 Korean National
Fertility Survey (KNFS) conducted as a part
of the World Fertility Survey (WFS), 1976
National Fertility and Family Planning Survey
conducted by KIPF, and 1982 and 1985 National
Fertility and Family Health Survey conducted
by KIPH. But, unfortunately, we can not find
the direct influence of income on fertility with
the given data set. Here, we will see the relat-
ionship between some socioeconomic variables
and fertility by using the secondary data as an
indirect way to see the possibility of the appli-
cation of (relative) economic theory in Korea.

Data analysis shows that fertility in Korea is
highly correlated with ‘duration of marriage’,

LCH CEB AGFM POB EOW FpPP DOM LR
CEB . 9699
AGFM —. 3705 —. 3850
POB —. 10438 —.1074 . 1565
EOW —.4516 —.4731 L4120 L2099
FPP . 2389 . 2201 —. 0557 L0077 . 0360
DOM . 7469 L7078 —. 4103 -, 0754 —. 4489 L1352
LR —. 1819 -. 1892 —. 1951 . 4886 L3197 —. 0006 —.0942
REC . 2632 L2716 —. 1883 —. 1292 -.3314 —. 0446 . 1736 =~ 2727

Note : I.CH =Living Children
CEB =Children-Ever-Born
AGFM=Age at First Marriage
POB =Place of Birth
EOW =Education of Wife
FPP==FP Practice
DOM  =Duration of Marriage
LR =Longest Residence
REC =Residence at Current

1985 National Fertility and Family Health Survey, KIPH
This table is cited from Yu-Kyung Kim, Ehn-Hyun Choe, Young-11 Chung, 1987 pp. 126, Table 25.
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Table 2. Mean Number of Children-Ever-Born by Year, Education, Age at First Marriage of

Women .| Fver Married Women Aged 15—49

1974 1476 1982 1985
Education of Women
Primary School or less 4. 11 4. 05 3.78 3.5H9
Middle School 2.49 2.57 2.30 2.29
High School or More 2.04 2,17 1. 96 1. 87
All Women 3.59 3.48 2.96 2.65
Age at First Marriage
149 or less 4. 69 4. 59 4. 09 3.70
20~24 2.81 2.83 2.64 2.46
25 or more 1.94 2.12 1.90 1.97
All Women 3.59 3.48 2.96 2.65

1974 data : Korean National Fertility Survey conducied by WES

1976 data . National Fertility and Family Planning Survey conducted by KIFP
1982, 1985 data : National Fertility and Family Health Survey conducted by KIPH
This table is revised of Kyu-Sik Lee & Im Jun Lee, 1987. pp. 148, 166

‘age at first marriage’ and ‘education.” Table 1
shows that Children-Ever-Born (CEB) has the
highest correlation with Duration-of - Marriage
(DOM; . 7578), the second with Education-of-
Wife (-.4731), and Age-at-First-Marriage (AG-
FM :-3850) is the third. Among these three,
only DOM shows the positive relationship with
fertility and the other two show the negative
relationships. The other variables show relatively
small correlations, Now, let us see these relation-
ships more specifically. Table 2 shows that the
higher a woman is educated the lower fertility
she has, and the older a woman's first marriage
age is the smaller children she has. Thus, if other
things constant, Education-of-Women and Age-
at-First-Marriage influence negatively on fertility
behavior.

When we take the woman’s work participation
into account, a woman’s pre-marital work ex-
perience shows nagative influence on the fertility
behavior, but the current work participation of
a woman shows relatively little influence on the
fertility difference (Table 3). It is somewhat

agreeable to the Easterlin's relative economic
hypothesis in that wife's current work particiap-
tion raises the potential income but it also inc-
reases the cost of children and thus discourage
fertility. However, pre-marital work experience
of women shows the consistent negative influence
on fertility. Thus the pre-marital work experience
of women in Korea should be analysed separa-
tely from the Easterlin’s fundamental assumption
where the effect of womens work participation
is relatively small,

One more thing to consider in this paper is
recent rapid decline of fertility rate in Korea.
The rapid increase of women’s educational level
and the concomitant late age of women in their
first marriage and the pressure of social norms
to have one or two children, which were prev-
ailed through the development of mass media,
might have caused the marked decline of the
fertility rate in rcfent decade such as from 3.9 in
1966 t03.01n1982,and to 2.6 in 1985(Kyu-Sik Lee
& Im-Jun Lee, 1987, pp.142). Now, most fami-
lies favor one or two children without being so
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Table 3. Mean Number of Children-Ever-Born by Year, Pre-Marital Work Experience, Current
Employment of Women : Ever Married Women Aged 15—~49

1974 1976 1982 1985
Pre-marital Work Experience
Employed 2.38 2.21 - 1.92
Never Employed 4.04 3.88 - 3.26
All Women 3.59 3.48 - 2.65
Current Employment
Employed 3.26 3.40 3.50 2.89
Never Employed 3.85 3.50 2.66 2.54
All Women 3.59 3.48 2.96 2.65

1974 data : Korean National Fertlity Survey, WES

1976 data : National Fertility and Family Planning Survey, KIFP
1982, 1985 data . National Fertility and Family Health Survey, KIPH

This table is revised of Kye-Sik Lee & Im Jun Lee,

much influenced from the economic factors. As
we see in table 4, 75% (1,110 out of 1,490) of
the respondents who currently have only one
child wants more children, but most of them
(93.3%) think that one or two children is an
ideal family size. It indicates that the young
couples in Korea now favor one or two children
than three or four. Now, the fertility behavior
in Korea is influenced more by the social norms
such as keeping the lineage of a family by ha-
ving sons thanby the economic reasons, Table 5
shows that among the one child families, those
who have one daughter have a stronger attitude
to have more children than those who have one
son.

All thses data show that most Korean families
now favor one or two children as an ideal fa-
mily size. The fertility behavior in Korea seems
to be influenced through the socioeconomic fac-
tors such as social norms, women’s education,
the age of women’s first marriage, pre-marital
work experience and by some psychological and
biological factors rather than by the direct income
variables,

1987. pp. 161, 162

VI. Conclusion

Becker’s income theory on fertility was really
an revolutionary idea on the existing historical
approach. Historically there had been an inverse
relations between economic status and fertility
rate during the industrialization period in the
Western European countries. Many of the social
scientists, especially economists, were interested
in this phenomenon and tried to find some re-
gular trends in the relationship between income
or economic factors and fertility behavior. But
most of the recent studies could not support this
idea with the empirical studies. Economists no-
wadays are more interested in chid quality,
women’s work participation, and human capital
questions rather than fertility itself as ‘supply’
perspective (Mincer and Polachek, 1974 : Dennis
Tray, 1973 ; Becker, 1975).

Conclusively, the recent studies of (relative)
economic theory on fertility showed another area
on the study of fertility behavior. But as the
society develops, the trend to have one or two
children in each couple is prevalent all through
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Table 4. Percent Distribution of One Child Families’ Women on Their Attitude toward Child by
Intention to Add More and Current Method

(Unit . %)
Don’t want to add more
Attitude Sterilized Want to add
Use temporary No use
method
Ideal No. of children
1 2.8 52. 8 35.7 14.2
2 67.9 40. 8 57.5 79.1
3+ 4.2 5.2 6.5 6.6
Don’t know 2.1 1.2 - 0.2
Sex preference of ideal children
Without distinction 77.0 73. 72.6 63.1
With Distinction 2.9 25.2 26.8 36.0
Don’t know 2.1 1.2 - 0.2
Necessity of son
Necessary to have 2.6 17.2 12. 6 28.3
Better to have 12. 4 17.5 23.8 26. 4
Doesn’t matter 67.0 64. 1 63. 6 44.1
Don’t know - 1.2 - 1.3
Attitude toward one child
One is enough 63.9 88.9 77.8 51.0
One is not enough 3.1 11.1 19.7 48.5
Don’t know - - 2.5 0.5
Total 100. 0 100.0 100. 0 100. 0
{Number) (109) (190) (181) (1, 110)

Source . 1985 National Survey on Fertility and Family Health, KIPH
This table is cited from Moon-Sik Hong & Moon-Hee Seo, 1987 pp. 540, Table 15.

Table 5. Percent Distribution of One Child Families’

Add More by Age and Sex of Child

Women on Attitude toward Intention to

(Unit : %)

Irban Rural Total
Attitude

One One One One One One One One One

son daughter  child son daughter  child son daughter  child

Don't intend to add 56. 0 29.7 45.5 42.9 20.5 34.3 53.4 27.9 43.3
Intend to add 29.5 54. 8 39.6 47.4 69.9 56.0 33.0 57.5 42.8
Under consideration 14.5 15 14.9 9.8 9.6 9.7 13.6 14. 4 13.9
Total 100. 0 100. 100, 0 100.0 100. 0 100. 0 100. 0 100. 0 100.0
(N) (539) (357) (896) (133) (83) (216) (672) (440) (1,112)

Source : 1985 National Survey on Fertility and Family Health, KIPH
This table is cited from Moon-Sik Hong & Moon-Hee Seo, 1987 pp. 521, Table 2.
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the world, Thus the effort to explain the ferti-
lity behavior only with economic variables is
gradually losing its explanatory power, Here I
present that the future study of (relative) eco-
nomic theory on fertility should give more at-
tention to the currently unexplained area, such
as psychological effect or changing situational-
institutional effect which induce various side-ef-
fects that can not be anticiapted within the
economic hypothesis on fertility, If the theoretical
and methodological problems in this area are not
improved we may not be able to find any clear
evidences of the relationships between economic
status and fertility in the future,
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