EHEHEHEHEHEHEHEHEHEHEHEHEHEHEHEHEHEHEHEHE

-~ HANDBOOK OF
- POPULATION AND
FAMILY ECONOMICS

VOLUME 1B

Edited by

MARK R. ROSENZWEIG

University of Pennsylvania

and

ODED STARK

University of Oslo and University of Vienna

e Rothschly S
/_/““\3(_\\5 8 00/
N
\
3 E \1\’0/; S \\e\//
~s, itschattliche BIVOYYS 27
= ~C Lhaftche BN

e

AT

ELSEVIER
AMSTERDAM - LAUSANNE - NEW YORK - OXFORD - SHANNON - TOKYO



CONTENTS OF THE HANDBOOK

VOLUME 1A

Chapter |
Introduction: Population and Family Economics
MARK R. ROSENZWEIG and ODED STARK

PART I: THE FAMILY

Chapter 2
A Survey of Theories of the Family
THEODORE C. BERGSTROM

Chapter 3

The Formation and Dissolution of Families: Why Marry? Who Marries Whom? And
What Happens upon Divorce

YORAM WEISS

Chapter 4
Intrahousehold Distribution and the Family
JERE R. BEHRMAN

Chapter 5
Intergenerational and Interhousehold Economic Links
JOHN LAITNER

id
PART II: FERTILITY W
Chapter 6

The Cost of Children and the Use of Demographic Variables in Consumer Demand
BERNARD M.S. VAN PRAAG and MARCEL F. WARNAAR

Chapter 7
The Economics of Fertility in Developed Countries
V. JOSEPH HOTZ, JACOB ALEX KLERMAN and ROBERT J. WILLIS

Chapter 8
Demand for Children in Low Income Countries
T. PAUL SCHULTZ



viii Contents of the Handbook

PART III: MORTALITY AND HEALTH

Chapter 9

New Findings on Secular Trends in Nutrition and Mortality: Some Implications for
Population Theory

ROBERT WILLIAM FOGEL

Chapter 10
Determinants and Consequences of the Mortality and Health of Infants and Children
KENNETH I. WOLPIN

Chapter 11
Mortality and Morbidity among Adults and the Elderly
ROBIN C. SICKLES and PAUL TAUBMAN

VOLUME 1B
PART IV: MIGRATION

Chapter 12
Internal Migration in Developed Countries
MICHAEL J. GREENWOOD

Chapter 13
Internal Migration in Developing Countries
ROBERT E.B. LUCAS

Chapter 14 7
Economic Impact of International Migration and:the Economic Performance of
Migrants

ROBERT J. LALONDE and ROBERT H. TOPEL

Chapter 15
International Migration and International Trade
ASSAF RAZIN and EFRAIM SADKA

PART V: AGING, DEMOGRAPHIC COMPOSITION, AND THE ECONOMY
Chapter 16

The Economics of Individual Aging
MICHAEL D. HURD



Contents of the Handbook ix

Chapter 17
The Economics of Population Aging
DAVID N. WEIL

Chapter 18
Demographic Variables and Income Inequality
DAVID LAM

PART VI: AGGREGATE POPULATION CHANGE AND ECONOMIC GROWTH

Chapter 19
Population Dynamics: Equilibrium, Disequilibrium, and Consequences of Fluctuations
RONALD D. LEE

Chapter 20
Growth Models with Endogenous Population: a General Framework
MARC NERLOVE and LAKSHMI K. RAUT

Chapter 21

Long-Term Consequences of Population Growth: Technological Change, Natural
Resources, and the Environment

JAMES A. ROBINSON and T.N. SRINIVASAN




CONTENTS OF VOLUME 1B

Introduction to the Series

Contents of the Handbook

Preface to the Handbook

PART IV: MIGRATION

Chapter 12
Internal Migration in Developed Countries
MICHAEL J. GREENWOOD

1.
2.
3.

5.
References

Chapter 13

Introduction

What is migration?

Selected facts about internal migration in developed countries
3.1. Cross-national comparisons of migration propensities

3.2. Age/education and migration

3.3. Trends in migration

. The determinants of migration

4.1, The importance of place characteristics: early contributions

4.2. Gravity and modified-gravity models

4.3. Distance

4.4. Theoretical perspectives on migration

4.5. Employment status and migration

4.6. Personal characteristics and life-cycle forces in the decision to migrate
Conclusions

Internal Migration in Developing Countries
ROBERT E.B. LUCAS

1.

Introduction: outline and patterns
1.1. Focus and outline of the review
1.2. Concepts and patterns of migration

. Factors affecting migration flows and selectivity

2.1. Income streams: the basics

2.2, Migration and job search

2.3. Estimating responsiveness to labor market opportunities
2.4. Networks and information

2.5. The role of capital

vil

Xi

647

648
650
651
651
655
656
658
659
663
666
668
681
688
707
712

721

722
722
723
730
730
732
738
743
746



Xiv Contents of Volume 1B

2.6. Temporary, return and permanent migration 748
2.7. Family strategies 749
2.8. The contextual setting 753
2.9. Displaced persons 755
3. Effects of migration on production and inequality 756
3.1. Rural labor markets and agricultural production 756
3.2. Urban labor market issues 760
3.3. Dynamic models 768
3.4. Effects of migration upon income distribution 769
4. Policy issues and options 775
4.1. Direct controls on mobility 775
4.2. Influencing urban pay and labor costs 777
4.3. Rural development 778
4.4. On industrial location 780
4.5. Investing in infrastructure 782
4.6. The nature and dispersion of education 784
4.7. Structural adjustment and development strategies 785
5. Closing thoughts 785
References 787

Chapter 14

Economic Impact of International Migration and the Economic Performance of
Migrants 799
ROBERT J. LALONDE and ROBERT H. TOPEL

1. Introduction 800
2. Migration between source and receiving countries 801
2.1. Magnitude and characteristics of immigration 801
2.2. Economic incentives to immigrate N 805
2.3. Estimating the determinants of immigration g,;;,'z 807
2.4. Regulation of international migration ¥ 808
2.5. The impact of immigration regulations 810
2.6. Enforcing immigration controls and counting the undocumented 812
2.7. Emigration from the receiving country 814
3. Labor market adjustments to new immigration 817
3.1. Gains and losses from new immigration 817
3.2. Estimating the labor market effects of immigration 819
3.3. Econometric methods for estimating the effects of immigration 821
3.4. Econometric evidence of immigration’s effects 824
4. Assimilation of immigrants 827
4.1. Estimates of assimilation 833
4.2. The impact of language proficiency 837

5. Transfers, taxes, and social welfare programs 840



Contents of Volume IB

S.1. Social welfare transfers

5.2. Transfers and fertility

5.3. Comparing transfers and tax payments
6. Conclusions '
References

Chapter 15
International Migration and International Trade
ASSAF RAZIN and EFRAIM SADKA

1. Introduction

2. Substitution and complementarity between labor mobility and good mobility
2.1. Substitution
2.2. Complementarity

3. Substitution and complementarity between labor mobility and capital
mobility

4. Global population dispersion: the efficient volume of migration

5. Gains and losses from international migration

6. Migration in the presence of wage rigidity
6.1. The wage flexibility benchmark
6.2. Rigid wages

7. Income distribution and migration

8. Conclusion

Appendix

References

PART V: AGING, DEMOGRAPHIC COMPOSITION, AND THE ECONOMY

Chapter 16
The Economics of Individual Aging i
MICHAEL D. HURD -

1. Introduction
2. Retirement
2.1. Overview of explanations
2.2. The effect of social security on retirement
2.3. The effect of pensions on retirement
2.4. Models to explain retirement
2.5. Empirical evidence on retirement
2.6. Summary of retirement
3. Consumption and saving following retirement
3.1. Introduction
3.2. The life-cycle model
3.3. Empirical findings about the LCH based on wealth data

Xv

840
842
844
846
847

851

852
856
857
861

865
868
871
373
873
878
381
884
885
886

891

892
892
893
895
902
905
912
919
919
919
923
931



xvi Contents of Volume 1B

3.4, Summary of wealth change 935
3.5. Evidence about the LCH based on consumption data 938
3.6. Tests of the bequest motive for saving 939
3.7. Summary of consumption and saving 947
4. Economic status of the elderly 948
4.1. Introduction 948
4.2. Income-based measures of economic status 948
4.3. Consumption-based measures of economic status 954
~ 4.4, Distribution of economic resources 956
4.5. Summary of economic status 958
5. Directions for future research 960
References 962
Chapter 17
The Economics of Population Aging 967
DAVID N. WEIL
1. Introduction 968
2. Population aging: facts and determinants 969
2.1. Facts and forecasts on population aging 969
2.2. Sources of aging: fertility and mortality 970
2.3. Immigration 975
3. Aging, production, and consumption 977
3.1. The effect of population aging on youth and old-age dependency 977
3.2. Age structure, population growth, and dependency in stable populations 979
3.3. Implications of changes in morbidity and mortality for support ratios 981
3.4. Aging and sustainable consumption in a model with capital 983
3.5. Aging and the labor market 989
4. Aging in a life-cycle model 994
4.1. Derﬁographic change in a two-period life-cycle model/': 995
4.2. Aging and saving in partial equilibrium 996
4.3. Aging and saving in general equilibrium 997
4.4. Limitations of the life-cycle model 998
5. Social security and other government programs 1000
5.1. Dependency ratios for government programs 1000
5.2. Interaction of age structure, social security, and life-cycle saving 1001
5.3. The response of social security to demographic change 1003
5.4. Political economy of social security benefits and of increased aged population 1005
6. Within-family intergenerational relations and aging 1006
6.1, Parent to child transfers 1007
6.2. Child to parent transfers 1008
7. Conclusion 1009

References 1010



Contents of Volume 1B

Chapter 18
Demographic Variables and Income Inequality
DAVID LAM

I.
2.

7.
8.

Introduction

Age structure and income inequality

2.1. Decomposing the effects of age structure

2.2. Evidence on the effects of age structure on inequality
2.3, Direct effects of age structure on wages and inequality

. Marital sorting and inequality among married couples

3.1. Empirical evidence from the US
3.2. Empirical evidence from other countries
3.3. The role of assortative mating

. Household composition and income distribution
. Differential fertility, intergenerational mobility, and inequality

5.1. The mathematics of population growth and inequality
5.2. Differential fertility and intergenerational mobility
5.3. Welfare implications of endogenous fertility

. Effects of population growth on wages and inequality

6.1. Relative wages, factor shares, and income distribution

6.2. Empirical evidence on the effects of population growth on inequality
Demographic change and trends in inequality in the US
Summary and conclusions

References

PART VI: AGGREGATE POPULATION CHANGE AND ECONOMIC
GROWTH

Chapter 19

Population Dynamics: Equilibrium, Disequilibrium, andfConsequences of
Fluctuations

RONALD D. LEE

1.
2.

Introduction

Population equilibrium

2.1. Classical population theory

2.2. Evidence for Classical theory

2.3. The behavior of the Classical population system
2.4. Modern theories of population equilibrium

. Population response to shocks

3.1. Short-run shocks
3.2. Long-run shocks

. The internal dynamics of population renewal: endogenous baby booms?

xvii

1015

1016
1017
1017
1022
1023
1024
1027
1029
1030
1031
1035
1036
1038
1043
1044
1044
1046
1050
1052
1054

1063

1064
1064
1064
1066
1075
1076
1078
1079
1086
1089



Xviii

4.1. Generational cycles
4.2. Malthusian cycles
. Economic response to population fluctuations
5.1,Consequences of fluctuating rates of population growth
5,2. Compositional effects arising from age distribution fluctuations
.3. Behavioral effects of fluctuating age distributions
. Conclusions

References

Chapter 20
Growth Models with Endogenous Population: a General Framework
MARC NERLOVE and LAKSHMI K. RAUT

1. Introduction
2. Models of economic growth with endogenous population
2.1. Solow—Swan
2.2. Niehans
2.3. Malthus—Boserup
2.4. Lucas and Romer: new directions in growth theory
3. The microeconomics of endogenous population: fertility, mortality and
investment in children
3.1. Quality versus quantity: the Becker—Lewis model
3.2. Parental altruism and investment in human capital
3.3. Survival probability, fertility and investment in health care
3.4. Transfers from children to parents and fertility: old-age security motive
3.5. Two-sided altruism and transfers from children to parents
4. Concluding remarks
References
Chapter 21 e

Long-Term Consequences of Population Growth: Technological Change,
Natural Resources, and the Environment
JAMES A. ROBINSON and T.N. SRINIVASAN

1.

Introduction
1.1. Population past and population present: a review
1.2. Growth, development, demography and resources: a perspective
" 1.3.Our approach
1.4. Overview of the paper
. Long-run development with exogenous population and exogenous technical
change
2.1. Neoclassical growth: infinitely-lived agents
2.2. Neoclassical growth with finite lifetimes

2.3. Neoclassical growth with resources

Contents of Volume 1B

1090
1092
1097
1099
1100
1105
1107
1109

1117

1118
1124
1124
1130
1132
1139

1141
1142
1147
1155
1160
1168
1171
1171

1175

1177
1183
1187
1197
1200

1202
1202
1220
1228



Contents of Volume 1B

3.

5.

Endogenizing population and technical change

3.1. Models of endogenous fertility and mortality with exogenous technical change
3.2. Natural resources in economies with endogenous population

3.3. Theories of endogenous technical change

3.4. Population and endogenous growth

3.5. Resources and endogenous growth

3.6. Endogenous population and growth in the presence of natural resources

. Assessment

4.1. Sustainable development
4.2. Discounting

4.3. Uncertainty

4.4. International issues
Conclusions

References

Index to Volumes 1A and 1B

Xix

1245
1246
1250
1253
1260
1269
1271
1272
1272
1275
1278
1279
1279
1283

1299



