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CHAPTER T

INTRODUCTION

1.1 Micro Theory of Fertility and Economic Benefits

from Children *

The micro theory of fertility distinguishes two
kinds of parents' motives to have children wviz., the
satisfaction they get by having children (psychic utility)
and the prospective tangible returns that may accrue to
them from their children (Schultz, 1971: Chapter 3;
Schultz, 19733 2; Willis, 1973¢ 16; Hoffman and Hoffman,
1973: 19-76; Arnold et al, 1975; Simons, 1977: 157-18B0;
Fawcett, 1978: 171-179). The latter motive constitutes
the benefits that the parents expect from their children
(a) as productive agents who contribute to the family
income directly, (b) as substitutes for hired labour at
home, on the family farm, in the family business or else-
vwhere, and (c) as a source of economic security to them
when they are old and/or disabled. Leibenstein (1957: 48)
calls these economic benefits from children as Income
Utility, Work Utility and Security.Utilitg,resPectiVely.
It has been argued that while the psychic utility moti-
vates parents of urban families to have childre?’economic
value of children is the major motivation of demand for

children in the rural areas (Schultz, 1973: 5; Fawcett,



1972: 5-7; Caldwell, 1976b:19; Wong, 1977: 323-324).
This argument has been used by many demographers as an

explanation for the rural-urban differentials in fertility.

Micro theory of fertility was first expounded by
Becker (1960) with the help of Hicksian Indifference Curve
Approach. His model was later criticized and modified
by Blake (1968), Mincer (1963: 75-79), Easterlin (1969),
Namboodiri (1972), Leibenstein (1974 b), Caldwell
(1976 a) and sc on. While explaining the model Becker
(1960) shows that the relationship between household
income and the demand for children is positive, given the
contraceptive knowledge and practice. "An increase in
income increases both quantity and quality of children,
but the quantity elasticity of demand for children is
smaller than the quality elasticity of demand for children"
(Becker, 1960: 174}, Easterlin (1969) suggested a broader
definition for the income concept used in Becker's model.
He opined that the observed income at one point of time is
not a true indicator of the income concept pertinent to a
household's fertility decision and hence ‘potential income
flow through time' should be used. Observed income at one
point of time inadequately reflects household's permanent
income, for, it does not fully include household's pros-
pective earnings at a peint of time. The concept of

'potential income flow through time’' measures both



prospective income and the income foregone by the family
at one point of time. In societies where children enter
into labour force at early ages, the expectation of the
contribution of children to family's prospective income
would positively affect the fertility decisions of the
parents. If the economic contribution of children is
available to parents at a time when they are in family
formation stage, then the tendency would be to produce
more children with a view to increase the overall economic

benefits accruing to parents from their children.,

One of the important aspects in the micro theory of
fertility on which discussion is. centered is the concept
of contraception, The pattern of differential fertility
whereby the poor have more children and the rich have
fewer, as Becker (1960) argues, can be explained witﬁ the
help of the intervening variable namely, 'access to contra-
ception'. Richer people are assumed to have greater access
to contraception than the poor, which gives them more
control over the supply of children. The contraceptive
technicques were also assumed to be not widely known among
the lower strata of the society. "If knowledge of contra-
ceptive technigues did not vary with income, the relation
between actual fertility and income would equal that bet-
ween desired fertility and income” (Becker, 1960°% 182)./

On the other hand EBasterlin (1969)7 argued that no



population is completely ignorant of contraceptive know-
ledge, for, contraceptive techniques like abstinence, with-
drawal, abortion and infanticide have been universally
known even in early times, It is, therefore, not the lack
of contraceptive knowledge, hut the pecuniary and psycho-
logical costs involved in the contraceptive practices which
determine the differentials in fertility. It has been
believed that in rural areas the psychological and monetary
cost of contraceptive practices is more than the net cost
of an additional child. The low net cost of children in
these societies can be viewed as the outcome of the pro-
ductive role of children from their youngest ages and a low
pecuniary cost of bearing and rearing them. Many studies
have showvm that monetary cost of bearing and rearing farm
children is much lower than that of non-farm children
(Viong, 1977: 323-324). It has also been held that the
opportunity cost of children in rural areas is quite
smaller than that in urban areas (Ben-Porath, 1973: 202-233

Gronan, 1973: 200-201).

In order to explain the transition of societies from
high fertility to low fertility Caldwell (1976 &) intro-
duced a concept namely 'the inter-generational flow of
wealth' (in the form of money, goods, services, guarantees
and the like) in the micro theory. The crux of his

argument is that in primitive and traditional societies



the net flow of wealth (the flow from children to parents
over the flow from parents to children) is unidirectional
(from younger generation to older generation) during the
period from when people become parents until they die. In
these societies children have greater value to parenés
because they start contributing to parents' real income at
very early ages, accept the responsibility for the care of
parents in old age and when they are disabled and ensure
the survival of the family name. These are considered as
obligations of children and parents view them as the duties

of their children.

In the context of the economic benefits that the
parents obtain from their children, the time and resources
used in bearing and rearing a child are considered in the
micro-theory as investment costs towards the future produc-
tive capacity of the child. It is being argued that the
investment motive for wanting children can be significant
only in a situation where children begin to participate in
econonmic activities at very early ages. In the developing
countries where the cost of bearing and rearing children
is low and where children enter into labour force at very
early ages, a surviving child seems to be a good asset.
Probably, this is the rationale of rural couples' prefe-
rence for high fertility. However, it cannot be denied

that the tangible contribution of children to household



income has a major role to play in the fertility decision

making of rural couples.

1.2 The Problem @

High fertility and the resulting bottom heavy age
structure are two important demographic characteristics
of developing countries. In contrast to more developed
countries developing nations have considerably larger pro-
portions of population under fifteen years of age. For
instance, in 1980, +the world's less developed countries
had about 39 per cent of their population under fifteen
vears of age, 57 per cent between ages fifteen and sixty-
four years and 4 per cent in the age group of sixty-four
plus. ©On the other hand, the more developed countries
showed proportions in the same three age groups as 24 per
cent, 65 per cent and 11 per cent, respectively (Popula-
tion Reference Bureau, 1980), Nearly 41 per cent of popu-
lation in India, 48 per cent in Liberia and 46 per cent in
El Salvador is of children below fifteen years whereas
among the rich countries 24 per cent population in Ja;;_:r:u‘),~
22 per cent in the USA and 23 per cent in the UK is under
fifteen years of age. This contrasting feature of the
developed and developing countries, with respect to the
age structure, can be brought out more sharply by examin-

ing their child dependency ratios. The child dependency



ratio in developing countries was about twlce as high as
that in developed countries. There were approximately
four young dependents for every five persons in the work-
ing age group (15-64 years) in the developing countries
as against the ratio of two young dependents to five

persons (15-64 years) in the developed countries,

A young population has persisted in developing coun-
tries throughout the period for which information is avail-
able (UN, 1973: 270). In recent decades the proportion
of children in the total population has risen considerably
in these countries. Of course, of late, there is a decline
in child dependency. Out of an estimated child population
of *,500 million in the world in 1979, 81 per cent lived
RO Sttt
in less developed countries. Children of developing areas
of Asia and Pacific region only, comprised 71 per cent of
children of all developing countries and 57 per cent of the
World's total child population (Population Reference Bureau,

1979).

A high birth rate, declining mortalilty rates and
migration in a population, increases the child dependency
ratio (UN, 1973: 270-281), In instances where fertility
is high, there were correspondingly high proportions of
young children in the 0-15 age group. This nbservation

is reflected in the figures shown for the mean number of
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children ever born alive and preportion of population

below 15 vears presented for selected developed and deve-
loping countries of the world in Table 1.1. thneri%?7afe
categorisedﬁonfthe#basis—of*per*capitahineome—and—netfforf)f
ouerallrsocio—economictdevelOPmentTEHThose-countriesfﬁzga
righ-per _cepita—incéme of more than-$1;000are—treated-as
developed—and—the rest of them—are—considered-developing.
From the data presented in this table, it is evident that
child-dependency ratio is high in those countries where
mean number of children born alive to a woman who has com-
pleted her reproductive life is high. The mean number of
children born alive ranges between 4.8 and 6.3 in these
countries. In developed countries the average number of
children ever born, generally does not exceed three except
in some Musglim and African countries like Turkey, Scychelles

and Reunion. The family size is somewhat higher in these

countries inspite of their high per capita income.

One of the important features common to most of the
less developed countries is the prevalence of considerably
low school cnrolment ratios. In 1975, for example, the
male and female school cnrolment ratios for developing
countrics werc 73 per cent and 53 per cent)respectively)
in primary schools and 42 per cent and 28 per cent,respec-
tivelyiin secondary schools as against 94 per cent for

both the sexecs in primary school and 84 per cent and



Table 1,1 ¢ Mean Number of Children, Per cent of Popula-

tion Below Age 15 and the Child Dependency
Ratio for Selected Developed and Developing
Countries of the World

Mean Number of Per cent Child

children Born of popu~ Depen-
. Alive for a lation denc
Co Y
untries woman of comple- Below Ratio
ted Reproductive Age 15 (%)
Age (45-49)

Developed Countries

(per capita income $1,000 +)

1. Japan 2.78 (1970) 24 35.29
2. U S A 2.85 (1970) 22 32.84
3. Argentina 2.88 (1970) 28 43,75
4, UK 2,02 {1961) 23 36.51
5. Australia 2.38 (1970) 27 42,19

Developing Countries

(per capita income
below $1,000)
1. Liberia 4,67 (1971) 48 96,00
2. Indonesia 4,83 (1963) 42 75.00
3. Thailana 6.32 (1970) 43 79.63
4, El-Salvador 6.33 (1971) 46 90.20
5. India Not available 41 73.21
Note : Figures in parentheses indicate the year for which
data has been presented.

Sources:

1. United Nations, Demographic Year Book, 1973, Statisti-

cal Office, Department of Economics and Social Affairs,
New York, 1974 :. 570-599.

United Nations, Demographic Year Book, 1971, Statisti-
cal Office, Department of Economics and Social Affairs,
New York, 1972: 596-619.

United Nations, Demographic Year Bock, 1969, Statisti-
cal Office, Department of Economics and Social Affairs,
Mew York, 1970: 222-234.

Haub Carl and Heisler W Douglas 1980, World Population
Data Sheet, Population Reference Bureau, Washington DC,
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85 per cent,respectively}in secondary schools fqr developed
countries (Population Reference Bureau, 1979). Uﬁiike
developed nations, developing countries show significant
sex differentials in school enrolment ratios in favour of
males as can be seen in Table 1.2. Data presented in this
table show that school enrolment ratios are either very

low or f£all very steeply as one progresses from primary
schools to seccondary schools in developing nations in com-
parison to the developed nations. Now the question is what
do these children do who never went to school or who dropped
out early? Available data indicate that a significant pro-

portion of these children are engaged in work.

e

Several attempts have been made to estimate the
magnitude of working children, in the World, on the basis
of data collected from censuses and other sources. Accord-
ing to the 1979 ILO Statistics there were about 52 million
working children in the world accounting for 1.2 per cent
of the total population, Out of the estimated 52 million
working children 95 per cent were found in less developed
countries. Highest work participation rates for children
were found in African countries followed by South East
Asian, East Asian and Latin American countries. Among the
South East Zsisn countries, India alone has necarly one-

eighth of the total child labour of the world.
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Table 1.2 : School Enrolment Ratios by Sex and Child
Work Participation Rates for Selected
Developed and Developing Countries of the
World, 1975

Primary Secondary Child work

school school participa-
enrolment enrolment tion rate
Country ratio ratio (5-14 years
(6-11 (12-17 of age
years years of
of age) age)
M F M F
Developed countries
(per capita income $1,000+)
1. Japan 100 100 95 95 0.79
2. US A 29 99 85 96 0.87
3. Argentina 100 100 61 66 3.57
4, U K 98 98 85 85 0.01
5. Australia 99 99 82 80 0.57
Developing Countries
(per capita income
below $1,000)}
1. Liberia 45 29 59 24 8.49
2. Indonesia 66 58 42 32 6.78
3. Thailand 80 76 39 29 11.64
4, Bl-Szlvador 62 63 56 49 5.75
5. India 73 49 36 19 9,49

Sources : 1. World Bank, World Atlas of the Child,
World Bank Publication, 1979 & 36-39,

2. Cordell Mc Magda et _al, World Children
Data Sheet, Population Reference Bureau,
Washington DC, 1979, ‘
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Based on work participation and schooling, children
can be classified into four categories viz., {(a} those who
go to school but do not work; (b) those who work but do
not go to school: {c) £hose who go to school as well as
work; and (d) those who neither go to school nor work.

The quanptification of all these categories of children
requires cross-classification of census data for child work
participation and non-participation against attendance or
enrolment in schools. But such classifications are seldom
made in census tabulations (United Nations, 1968: 57}. In
the 1971 census of India, data are provided for children
whose main activities are reported as ‘working', 'studying'
and 'neither working nor studying'. The last category is
further split into (a) those who are performing household
duties, (b) dependents, {c) infants, rentiers and persons
of independent means, (d) beggars, vagrants etc., (e) in-
mates of penal, mental and charitable institutions and

(£) others who are not engaged in any activity but are
seeking work. Thus the classification of children accoxd-
ing to main activity overlooks one important class of
children viz., those who combine schooling and work., This
secms to be a very significant proportion. In rural Chile,
for example, about 66 per cent of children aged nine to
fifteen were attending school_full—time, ancther 12 per

cent were engaged in full-time work activities and




























































































































































































































































































































































































































































































































































































































































































































































































