
UvA-DARE is a service provided by the library of the University of Amsterdam (https://dare.uva.nl)

UvA-DARE (Digital Academic Repository)

Supplements to the economics of household behavior

van Velzen, S.

Publication date
2001

Link to publication

Citation for published version (APA):
van Velzen, S. (2001). Supplements to the economics of household behavior. [Thesis, fully
internal, Universiteit van Amsterdam]. Thela Thesis.

General rights
It is not permitted to download or to forward/distribute the text or part of it without the consent of the author(s)
and/or copyright holder(s), other than for strictly personal, individual use, unless the work is under an open
content license (like Creative Commons).

Disclaimer/Complaints regulations
If you believe that digital publication of certain material infringes any of your rights or (privacy) interests, please
let the Library know, stating your reasons. In case of a legitimate complaint, the Library will make the material
inaccessible and/or remove it from the website. Please Ask the Library: https://uba.uva.nl/en/contact, or a letter
to: Library of the University of Amsterdam, Secretariat, Singel 425, 1012 WP Amsterdam, The Netherlands. You
will be contacted as soon as possible.

Download date:24 May 2023

https://dare.uva.nl/personal/pure/en/publications/supplements-to-the-economics-of-household-behavior(111b32e9-4295-404f-90d4-4686ef3f47df).html


CHAPTERR 6 

Summaryy of this thesis 

Thiss thesis groups together four essays as Supplements to the Economics of Household 
Behavior.Behavior. These four essays address quite diverse topics. The first essay deals with consumer 
theory,, the second with a bargaining experiment, the third with timing aspects of the intra-
householdd allocation of time, and the fourth with an optimal matching analysis of these same 
timingg aspects. Still, diverse as these essays are, they are all somehow related. Chapter 1 of 
thiss thesis sets out to explain how, and briefly discusses a school of thought which is not dealt 
withh extensively in the rest of this thesis, but which has played an important if not decisive 
rolee in determining its content: the theory of household production and its application to the 
intra-householdd allocation of time as developed by Gary Becker. 

Inn 1965, Becker wrote his by now seminal article on 'A theory of the allocation of time', the 
essentialss of which are said to have originated in the earlier work of Wesley Mitchell (1912) 
andd Margaret Reid (1934). With this article, and with a later extension to multi-person 
householdss in his A Treatise on the Family (1981), Becker provided a new 'household 
production'' foundation for the theory of household behavior and extended the traditional 
approachh to consumer theory in two ways. First, he viewed goods and services no longer as 
directt sources of utility, but as instrumental in the production of 'commodities', a rather 
abstractt concept which is used to refer to e.g. a meal or a trip, or, in later work, to children, 
healthh and prestige. Households cannot buy these commodities on the market, but have to 
producee them 'in house' using market goods and services, and time as inputs in the 
productionn process. Second, following Jacob Mincer (1962), Becker explicitly broadened the 
sett of inputs available to households to include time inputs in addition to market goods and 
services. . 

Withh this household production approach, Becker laid the foundations for a 
comprehensivee neo-classical approach to the study of both market and non-market activities, 
andd earned himself the title of founding father of 'new home economics', a field studying 
householdd issues which up till Becker's pioneering work had hardly ever been considered as 
issuess worthy of economists' attention. At least three lines of research in the economics of 
householdd behavior can be said to have resulted trom this approach, either as an extension of 
it,, or in response to criticism related to for example Becker's conceptualization of the 
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householdd as a homogeneous decision-making unit or in response to criticism on the difficult 
empiricall  applicability of his framework. These are, first, historical work on the antecedents 
off  Becker's work, second, bargaining work on intra-household interactions, and third, 
empiricall  work on the intra-household allocation of time. The four essays presented in this 
thesiss have in common that they all in one way or another supplement the literature in one of 
thesee three research areas. 

Chapterr 2 of this thesis can be interpreted as a supplement to the literature on the antecedents 
off  Becker's work and discusses 'The consumer and the good life: Hazel Kyrk's approach to 
consumerr theory'. Using archive material and biographical references, and reviewing 
contributionss to consumer theory, the chapter focuses on the work and life of Hazel Kyrk, a 
previouslyy fairly little-known Chicago-economist writing as early as the 1920s and 1930s. 
Thee original motivation behind this chapter is derived from the observation that it seems 
somewhatt odd that Kyrk's work on consumer theory and household behavior is not 
acknowledgedd as one of the antecedents to Becker's 'new home economics', whereas that of 
Mitchelll  and Reid - which shows important overlaps with that of Kyrk - is. The research 
presentedd in this chapter is an elaboration of an attempt to answer the question why this might 
bee the case and aims to contribute to a discussion of Hazel Kyrk's work and life by presenting 
aa more comprehensive discussion than hitherto can be found in the few references to Kyrk. 
Too accomplish this, the chapter contains a biographical sketch as well as a synopsis of Kyrk's 
mainn theoretical contribution, A Theory of Consumption (1923), which focuses around the 
conceptt of the good life, and combines ethics and economics in the study of consumer 
behavior.. The chapter discusses the historical context in which Kyrk formulated her approach, 
andd compares it to other approaches to consumer behavior, to wit, those of the early home 
economists,, the new consumer theorists, Becker's household production approach, the old 
institutionalistt school, and to John Dewey's pragmatic ethical thought. 

Thee chapter concludes that Kyrk contributed considerably to the development of the 
borderlandd between economics and home economics, and helped to broaden the scope of both 
disciplines.. She was one of the first economists to study explicitly the concrete purchasing, 
householdd production, and choice-making activities of consumers at a time when these were 
hardlyy considered legitimate objects of study for economists. In addition, Kyrk, together with 
contemporariess such as Thorstein Veblen, Wesley Mitchell, John Maurice Clark and John 
Dewey,, was among the first to argue for a broadening of the social and psychological basis of 
thee theory of consumer behavior, and extended her theoretical framework to give a more 
realisticc account of human choice behavior. Finally, Kyrk also was among the first, if not the 
first,, to explicitly formulate a theory of consumption linking Dewey's pragmatist ethical 
thoughtt to economics. In particular, Kyrk's conceptualization of the valuation process, her 
focuss on experiments as means to enhance welfare, her overall perspective focused on the 
importancee of effective freedom of choice, and her stress on consumer education are elements 
thatt make it possible to interpret her theory as a pragmatist Deweyan approach to the 
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consumptionn process. As to the question of non-acknowledgement, the chapter suggests that 
thee answer may be as simple as this: both Mitchell and Reid remained in closer contact with 
mainstreamm economics than Kyrk did, and at one time or another produced a considerable 
amountt of empirical work which was known to and referred to by the new consumer theorists. 
Becausee of this, the new consumer theorists - among which Becker - also got acquainted with 
theirr earlier, less orthodox work on consumer theory and the economics of household 
production.. Kyrk never got around to more mainstream academic work, and instead focused 
alll  her energy and time in the later years of her career on policy-related work. Consequently, 
herr name and her work were forgotten by most. 

Chapterr 3 of this thesis, 'Investing for the greater good; an experimental study of bargaining 
withh endogenous pie size and disagreement payoffs', can be interpreted as a supplement to the 
bargainingg literature on intra-household decision-making. The original motivation behind this 
chapterr is the wish to fil l part of the gap between the often highly elaborated theoretical 
bargainingg models developed and the empirical work available. More specifically, the chapter 
aimss to experimentally test theoretical bargaining models such as those developed by 
Notburgaa Ott (1993) and Kai Konrad & Kjell-Erik Lommerud (1995, 1996), which study the 
trade-offf  between efficiency and strategic aspects of relationship-specific and general 
investmentt decisions in bargaining settings. That is, it aims to test whether parties are indeed 
reluctantt to choose ex-ante relationship-specific investments which create a relatively high 
jointjoint surplus but decrease their bargaining position vis-a-vis a non-investing bargaining party. 

Thee bargaining experiment reported upon in this chapter was carried out at the CREED-
laboratoryy of the University of Amsterdam together with Joep Sonnemans and Hessel 
Oosterbeek.. It is designed to provide some experimental evidence regarding this investment 
problemm and investigates bargaining behavior when the size of the gains to be distributed and 
thee disagreement payoffs are determined endogenously. One of two players chooses whether 
bothh will subsequently bargain over the division of a large 'pie' or a small 'pie'. Choosing the 
largee pie deteriorates the chooser's payoffs in the event of disagreement during the bargaining 
stage.. The choice to be made in this simple setup resembles the choice between relationship-
specificc investments and general investments in a bargaining context. The choice for a small 
piee can be interpreted as a more general investment which does not create a higher surplus for 
thee two players to bargain about, but which does limit the chooser's vulnerability to 
opportunisticc bargaining behavior on the part of the other player. The choice for a large pie 
cann be interpreted as a relationship-specific investment which creates a higher joint surplus 
butt which also weakens the chooser's absolute and relative bargaining position. 

Thee first main question this chapter addresses is under which conditions a player is 
preparedd to choose the relationship-specific option. To investigate this, in three experimental 
differentt treatments we shifted the theoretical prediction with the relationship-specific 
investmentt from 125 percent to 75 percent to 25 percent of the backwards induction payoff 
fromfrom the alternative opportunity. We found that with a predicted payoff of 125 percent almost 
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alll  players choose the relationship-specific alternative, whereas with 25 percent almost none 
off  the players do so. With the expected payoff of the relationship-specific choice being only 
755 percent of the expected payoff from the alternative choice, about half of the players choose 
thee relationship-specific alternative. This suggests that somewhere between the extremes of 
1255 percent and 25 percent, players switch from the relationship-specific choice to the 
alternativee option. Subgame-perfection predicts this to happen abruptly where the backwards 
inductionn payoff from the relationship-specific option exactly equals the backwards induction 
payofff  from the alternative option. A key finding of our experiment is that this is not the case. 
Wee conclude that players do underinvest in relationship-specific assets but not to the degree 
subgame-perfectionn predicts this to happen. 

Thee second main question this chapter addresses asks whether it matters for the 
bargainingg process whether a player has chosen the size of the pie of whether the 
experimenterss have. That is, we asked whether endogeneity matters. Comparing the results of 
threee experimental treatments with those of three control treatments which were exact copies 
off  the experimental treatments, except that the experimenters rather than a player determined 
thee size of the pie, we conclude that it does. Non-investing parties are less inclined to fully 
exploitt their bargaining power if the other party has made a relationship-specific choice. In 
addition,, those with a relatively weak bargaining position are less inclined to be exploited if 
theirr bargaining position is weak as a result of relationship-specific choices they themselves 
made.. These findings are compatible with the first finding because they help to explain why 
relationship-specificc alternatives are chosen more often than bargaining theory predicts. They 
aree also more than just a confirmation of earlier studies in the experimental bargaining 
literaturee which reveal a systematic deviation from the backwards induction division towards 
moree equal divisions. Our findings add to this the finding that such deviations increase if the 
piee size and the disagreement payoffs are determined endogenously. 

Thee chapter concludes that the bargaining models failed our experimental test. The data 
generatedd provided some insights into where their weaknesses may lie, and how the theory 
mightt be usefully modified or developed. If anything, our results suggest that for our 
understandingg and modeling of real-life situations related to household behavior, firm 
behavior,, or labor markets, the theoretical models constructed should be modified to take the 
followingg into account: endogeneity matters. 

Chapterss 4 and 5 of this thesis can be understood as supplements to the empirical work on the 
intra-householdd allocation of time. However, these two essays are not firmly based in the 
householdd production framework, but instead aim to contribute with more exploratory 
analysess of issues not usually dealt with in the empirical and theoretical literature on the intra-
householdd allocation of time, i.e., timing issues. 

Chapterr 4 of this thesis, 'Synchronizing rhythms of work and leisure; an analysis of the 
timingg of market work, household work, and leisure of dual-earner couples in the 
Netherlands'' follows Daniel Hamermesh's (e.g. 1996,2000) recent work on timing issues and 
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analyzess timing aspects of the division of labor of dual-earner couples in the Netherlands. 
Specifically,, it focuses on the relationship between couples' work and leisure schedules and 
familyy type. The contribution of this chapter is twofold. By providing empirical evidence for 
thee Netherlands using relatively littl e analyzed time-budget data produced by Statistics 
Netherlandss in 1988, it complements the scarce quantitative literature on timing aspects of 
workk and leisure of dual-earner couples. In addition, following Jacob Mincer (1962) and 
Reubenn Gronau (1977), it extends the timing literature that is available and makes a 
distinctionn between 'leisure' broadly defined to include household work, and leisure as a 
complementt of'work' broadly defined to include household work as well as market work. 

Onee of the main conclusions to be derived from the analyses is that there is indeed a 
relationshipp between synchronization of work and leisure and family type. The presence of 
youngg children in particular is shown to be clearly related to the degree of (a)synchronization. 
Too a certain extent, this result is in line with the findings of earlier studies focusing on other 
countries.. However, the difference between these studies and the one presented in Chapter 4 
iss that these studies find positive effects of the presence of young children on men's and 
women'ss atypical working hours, whereas the analyses presented in Chapter 4 suggest 
oppositee effects for men and women. Compared to young couples without children, dual-
earnerr men with young children appear to work schedules that tend to overlap more with the 
collectivee rhythm than other men's schedules do. Dual-earner women with young children, on 
thee other hand, appear to work relatively 'unusual' work hours and are found to allocate 
relativelyy many of their market work hours to the evening. 

AA second conclusion to be derived from the analyses is that the usual estimates on the 
timingg of work and leisure based on information on market work hours and their complement 
'leisure'' overestimate the effect of differences in family type on the amount of 
(a)synchronizedd work and leisure schedules. The presence of relatively young children is 
negativelyy related to the degree of synchronization of work and leisure schedules, but this 
relationshipp is not as strong as predicted when the difference between household work and 
leisuree is ignored. For, generally speaking, it ignores the time allocated to household work by 
onee partner while the other is engaged in market work and vice versa. More specifically, not 
alll  the evening time women allocate to market work is time during which their partners 
'asynchronously'' enjoy leisure. Part of it is found to be 'synchronously' allocated to 
householdd work. 

Thee final essay in this thesis, 'Towards a typology of couples' time-use sequences: an analysis 
off  couples' time-use using Optimal Matching Analysis', continues the study of timing aspects 
off  the intra-household division of labor, but moves even further away from more standard 
methodss of analysis. In fact, chapter 5 can truthfully be characterized as 'measurement 
withoutt theory', and tries to come to grips with the complexities of sequence characteristics 
off  time-use using a data-exploratory method called Optimal Matching Analysis (OMA). 
OMA,, a technique only recently imported into the social sciences from molecular biology and 
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computerr science, is a heuristic, data-exploratory technique that makes it possible to classify 
dataa expressed as sequential lists of events - such as DNA molecules or sentences, but also 
workk histories or daily activity patterns - into different clusters. The analysis consists of two 
steps:: a sequence alignment phase that produces information about similarities and 
dissimilaritiess between pairs of sequences, and a clustering phase that generates an empirical 
groupingg of the data into clusters. Because OMA does not necessitate the formulation of a 
priorii  criteria to group observations, it has been shown to be useful in exploratory phases of 
researchh on sequence issues. 

Thee research presented in chapter 5 focuses on the question whether OMA can also 
successfullyy be used in research on couple's time-use. It presents an OMA-generated 
empiricall  typology of the way couples time their household work, market work, and leisure 
usingg couple time-diary data for the Netherlands and the United Kingdom. The results 
providee several grounds justifying an affirmative answer to this question. For one, well-
knownn patterns such as the dual-earner pattern and the male breadwinner pattern show up in 
thee results. Equally comforting is the result that the analyses detect these familiar patterns in 
bothh the Dutch and the UK data sets. Third, the empirical typology which results points to a 
widee variety in the daily rhythms of couples' division of labor, related to differences in the 
orderr of activities, the synchronization of certain activities, the fragmentation of sequences as 
welll  as to more conventional characteristics such as the amount of work and leisure time 
availablee and the gendered nature of the division of labor. Unless one can successfully argue 
thatt the differences detected are not materially important and, for example, do not influence 
choicee behavior, the results suggests thatt these aspects should be considered in both empirical 
andd theoretical work on the intra-household division of labor. 

Thee chapter concludes, however, arguing that the analyses presented have not as yet 
resultedd in a definite typology of couples' time-use sequences. Further research is needed. For 
thosee who want to analyze the interactions between market work and household work in 
families,, this research should focus on ways to deal with the idiosyncrasies and interruptions 
off  household work activities. One suggestion is to simplify the analyses presented in one 
respectt so as to focus more specifically on the complexity of the interactions between 
householdd work, market work and leisure. For example, one may be better able to interpret 
thee clustering outcomes when the analyses are at individual level instead of at couple level. In 
addition,, it may be helpful to start with more local analyses of the sequences and focus on 
locall  similarities in sub-sequences, instead of global, whole-sequence analyses. 

AA more straightforward topic for further research is simply to discard the distinction 
betweenn household work and leisure, and study sequences of market work and its 
complementt 'leisure' in a labor-leisure type of framework. Obviously this suggestion is of no 
usee if one is interested in ways of reconciling the different time scales of market work and 
householdd work. However, other research issues related to the increasing heterogeneity in 
markett work schedules may well be served with this simplification. The results of the 
analysess presented suggest it would be relatively straightforward to perform an OMA on such 
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sequences.. Given the increasing diversity in work schedules and the littl e quantitative 

researchh available to study its consequences, this road seems worth taking. 




