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Household Production

Household production is the production of goods and services by the members of a
household, for their own consumption, using their own capitd and their own unpaid labor.
Goods and services produced by households for their own use include accommodation,
mesdls, clean clothes, and child care.

The process of household production involves the transformation of purchased
intermediate commodities (for example, supermarket groceries and power-utility
eectricity) into final consumption commodities (meds and clean clothes). Households use
their own capital (kitchen equipment, tables and chairs, kitchen and dining room space) and
their own labor (hours spent in shopping, cooking, laundry and ironing).

The total economic vaue added by householdsin household production has been aptly
named Gross Household Product (GHP) (Eisner, 1989; Ironmonger, 1996).

1 TheUse of Labor and Capital in Household Production

In the language of economics, labor and capitd are the two factors of production.
However, labor, the time and effort provided by household members, isredly the use of
human capital; the second factor of production, capital, isthe use of physica or tangible
non-human capital (the services provided by land, dwellings, vehicles and equipment).
Economics conceptualises the production process as the use of capital (human and other)
together with energy, to trandform raw materids and ‘unfinished” commodities (intermediate
inputs) into finished goods and services reedy for use by people (fina consumption).

As countries indudtrialise, alarge part of household production of food, clothing, furniture
and housing is transferred to business organisations and then purchased by households.
Neverthdess, even in aworld apparently dominated by the market, alarge amount of
household production is necessary. Households need to add further vaue to put purchased
commoditiesin the possesson of ultimate consumers in the right place and &t the right time.



2 Household Production in Contrast to Market and Subsistence Production
2.1. Market Production

While the market economy produces goods and services not produced by households,
(television sets and battleships) in many cases the market and the household arein direct
competition, producing identical or Smilar goods and services. Some examples to consder
are: restaurant meals versus home prepared meals; hotel accommodation versusliving in
your own home; child care a day-care centre versus caring for your own children at home;
and being driven to work by ataxi versus driving your own car. Restaurants and taxis
usudly require immediate payment, if not by cash, then by credit card. In the households
production examples, the household providesits own capital and its own labor; as
household services are provided there are no monetary payments by users. Household
members do not pay each other by cash or credit card for meals served or shirts ironed.

These examples rlate to circumstances where both capital and labor are provided entirely
by the market or entirdly by the household. These modes of production can be caled 'pure
market or 'pure’ household production. Most meal's, accommodeation, child care and
trangport can also be provided as a'mixed mode of production with either the labor or the
capita being provided by the market, the household providing the other factor.

Four separate modes of production are possible depending whether the household or the
market provides the capita or the labor. Household production occurs when the household
provides both its own capital and its own labor. However, the market can provide either
one or both of these two factors of production. For example a housekeeper could be
employed to prepare meals, clean the house and do the laundry. This paid housekeeper’s
time would be the use of ‘market labor’ in conjunction with ‘household capitd’ - the
kitchen, dwelling and household equipment. Again, a household could rent adwelling and a
vehicle (market capitd) but do its own deaning, cooking, laundry and driving (household
[abor).

Many recent developments, such as supermarkets and automatic banking machines, involve
amixed mode of production with households providing the required unpaid labor in lieu of
the paid labor of shop assstants or bank tellers. The reverse mixed mode, with paid labor
being used in households, like paid domestic servants has dmost disgppeared in many
countries. The services once provided by paid servantsincreasingly have been replaced by
the household' s own labor combined with more and better household capitd and
equipment.

2.2 Other Categories of Production

The smple dichotomy between household and market production fails to categorise
adequatdly three other mgjor modes of production - (1) production for subsistence activities
such as fishing, hunting, gathering, herding and farming (2) voluntary production of goods
and services without payment for members of other households, and (3) production by the
public sector of services such as defense, police, justice, roads, hospitals and schools.



In developing countries many millions of households use their own capitd and unpaid labor
by way of fishing, collecting wood and water, growing vegetables and other food, building
shdter and making dothing. Thus subsistence production fits the definition of household
production when the goods produced are used within the household that produced them.

However, the wood, water, food, fibre and clothing outputs from subs stence production
could be sold on the market to other households or to business enterprises. When such
commodities are in fact sold, the value added in their production conceptualy becomes part
of market production.

Voluntary production by helping other households without monetary reward is often done
directly on a household-to-household basis but aso on a cooperative basis through
voluntary organisations, schools, clubs and societies. Assstance involves not only the time
of the volunteers but often the use of their vehicles and other capitd equipment. When gifts
of goods and services are exchanged between househol ds without money passing handsis
know as barter.

Public sector production of goods and services (such as security, safety, roads, heath and
education) generdly involves the use of publicly owned capital together with labor and
intermediate inputs purchased from the market. Households generdly do not have to pay on
use, only afraction of the cost of production). Public production isthus smilar to household
production in that it is not marketed. However, households ultimatdly pay for publicly
provided goods and services through taxation.

3 Household Production and the Household Economy

The household economy describes the collective economic activities of households. Often
the household economy is cdled the household sector as distinct from the business,
government and foreign sectors. However the household sector is large enough to deserve
the term household economy. The rest of the economy can then be called the mar ket
economy. Thus the transactions between the household and the market are perhaps more
akin to internationa trade between two economies than transactions between different
industrid sectors of a Single economy. The two mgor types of inter-economy trade are the
sde of labor time by the household and the sdle of household goods and services by the
market.

3.1 Households as Producers

With few exceptions, economic textbooks focus on households as consumers and fail to
discuss households as producers using their own labor and capitd. Households are
presented to the modern student of economics at school or university as places of
consumption. Economics theory focuses on consumer behavior, which concerns the choice
of households on the quantities of the commodities they choose to buy given the limitations
of their money incomes and the prices of commodities. With few exceptions, economic
textbooks fail to discuss the alocation of time available to various processes of household



production. They dso fail to mention that household expenditures often are not purchases of
goods ready to be consumed but are capital equipment, unfinished goods, raw materials and
energy to be used as inputs to a production process.

One of the earliest writers about the process of household production was Charlotte Perkins
Gilman (Women and Economics, 1898) who questioned the traditiona gender division of
labor. She proposed moving even more household production to the market. This would
yield gains from greater speciaization and economies of scale and enable women to choose
their work on the basis of inclination and talent.

Margaret Reid (Economics of Household Production, 1934) played a 9gnificant rolein
the development of household economics as adiscipline, particularly for curriculain some
North American universities. She hed that, dthough the household is our most important
economic inditution, the interest of economists was concentrated on “that part of the
economic syslem which is organized on aprice bass’. Reid is regarded as the first writer to
specify the often-used third person criterion to distinguish between productive and non-
productive (consumption) activities. Her test was. “If an activity is of such character that it
might be delegated to a paid worker, then that activity shdl be deemed productive.” (Reid,
1934, p.11) Thus preparing amed is productive work but egting it is non- productive
consumption or leisure. Of course eating and other consumption activities are productive in
the sense that they are necessary for the continuation and re-invigoration of life. Another
problem with this criterion is that student educationa activities are classed as unproductive
snce you would not learn to play the piano by paying someone to take the lessons for you.

A further problem isthat production amost dways requires a contribution from capitd as
well as from labor. The criterion needs to be extended to include services that might be
obtained from rented capital aswel as from a paid worker. Thus accommodation services
provided by a household's own dwelling are production; so are the transport services
provided by a household' s own vehicles and the entertainment services provided by a
household's own sound and vision equipment. This extends the range of household
production consdered by Reid in 1934 and mostly since then by other writers. The
expanded market alternative criterion would be “An activity shal be deemed productive
if it is of such a character that it might be obtained by hiring aworker or by renting capita
equipment from the market.”

Unfortunately both Gilman and Reid had little impact on maingtream economic thinking
about household production. Economic theory continued to portray households as places
only of consumption and leisure, with production of goods and services occurring only in
business or public enterprises.

3.2 The New Household Economics

In the mid 1960s a mgor theoretica development took place, known as the “new
household economics' (see Becker (1981), Ironmonger (1972) and Lancaster (1971). In
this theory the household is regarded as a productive sector with household activities
modeled as a series of industries.



In this new approach, households produce commodities that are designed to satisfy separate
wants such asthirgt, hunger, warmth and shelter. The characterigtics, or want-satisfying
qudlities, of the commodities used and produced can be regarded as defining the production
and consumption technology of households. With changes in incomes and prices,
households il ater expenditures asin the earlier theory. However, in the new theory,
households adjust their behaviour as they discover new commodities and their usefulnessin
household production processes.

The activities gpproach derived from the theory of the new household economics readily
combines with the earlier input-output gpproach of Leontief (1941) to establish a series of
household input-output tables as the framework for modeling household production.

4 Measuring the Household Economy

The measurement of the household economy emerged as afoca point for many researchers
once the household was recognised as amgor centre of production, not just consumption.

4.1 Importance of Measuring the Household Economy

In the 1970s a number of writers drew attention to the macroeconomic magnitude of the
household economy. Boulding (1972) conceptudised households not only as the main
driving force for the market economy, with household purchases covering about 60 per cent
of GNP, but dso as the most important agent in the grants economy. Thisis the economy
of one-way transfers, grants or gifts, given mainly within households from those earning
money incomes to other members, children, spouses and dependants not earning a money
income. Research on inter-household transfers by Morgan and Baerwaldt (1971) showed
that transfers within households in the United States were over $300 hillion, three times the
transfers of $90 billion from governments and private charity. The additiona income created
and transferred through household production would probably double the magnitude of
these estimates of inter-family transfers. Children and other dependants receive clean,
serviced accommodation, cooked meals and clean clothes; the transfers are of transformed
commodities purchased from the market which embody value added by household capital
and labor.

In a perceptive book, The Household Economy, the American writer Scott Burns (1977)
observed that “the hours of work done outside the money economy riva those done insde
and will soon surpassthem” (p.8). Burns saw the household as the strongest and most
important economic inditution - hedlthy, stable and growing. Alvin Toffler (1980) took a
amilar optimigtic view of the household economy in his dassc The Third Wave where he
describes the many ways in which tasks are being driven back from the market to the
household.

The pressure to transfer paid labor costs from the market to the unpaid labor costs of the
household leads to the development of salf-service petrol stations, automatic bank tellers
and internet shopping. It aso leads governments to support unpaid househol d-based care of



sck, disabled and elderly people instead of professond care in hospitas and nursing homes.
Taxation of paid labor helps drive these technology and policy changes.

4.2 Deficienciesin the National Satistics of Work and Production

During the last haf-century an dmaost unrecognized satistica revolution has taken place. At
its heart has been the System of Nationa Accounts (SNA) which have been developed by
economists and economic Satigticians to provide summary measures of economic
performance. Amongst the most important are the quarterly estimates of Gross Domestic
Product (GDP) and Gross Nationa Product (GNP). Governments now spend millions of
dallars collecting and publishing regular quarterly statistics of GDP and of the numbers
employed in this production. The regular publication of standardized data on these variables
permits comparison not only through time but between nations.

Statigtics of GDP and employment are not only the common discourse of economists but
have been devated universdly as mgor tools of economic and socid policy including those
operaing a the internationd leve through the Internationd Labour Office, the Internationa
Monetary Fund and the World Bank.

In the 1980s a number of writers exposed the deficienciesin statistics of work and
production. Among these are L uisdla Goldschmidt-Clermont (1982) and Ann Chadeau
(1985). Perhaps the most strongly advanced reason for measuring household production is
to make women' swork visble as exemplified by Marilyn Waring' s books Counting for
Nothing (1988) and Three Masqguerades (1996). Throughout the world, women provide
most of the labor needed in household and subsistence production. All of thiswork is
unpaid. On the other hand, in spite of increasing participation of women in paid jobs, most
paid work is ill done by men.

With few exceptions, the nationa statistics of work and production continue to ignore the
unpaid labor and economic output contributed by women (and men) through household
production. At least two-thirds of the work and economic production of women, haf of the
world's adult population, isexcluded. Increasingly it has been readlised that the mgor sets of
datistics currently used to measure work and vauable production are very incomplete and
consequently quite mideading. The economic statistics of work and production are used
extengvely in framing public policy and in busness decison-making.  Discussion of public
issues such as gender equality, labor market policies, wages and income policies, to name a
few, isdatigicaly misnformed. The point is made frequently that the increase in women’s
participation in paid work |eads to overstatement of the increase in measured economic
activity, because the reduction in household production is not counted (Nordhaus and
Tobin, 1973, Weinrub, 1974). Thus the current understanding, definition and measurement
of the activities of work and production is of crucid importance. New measures are
required to produce more accurate statistical picture.

It iswell known that, with one mgor exception, the imputed renta value of owner occupied
housing, the SNA definitions used to measure production cover market transactions only.



The estimates of GDP and GNP exclude household production. The estimates dso make
no alowance for the destruction of natural resources.

These omissions have been much criticized by the women’s and environmental movements.
Consequently, the UN Statistical Commission, in the 1993 revision of the SNA, has
recommended that nationd tatistical offices prepare accounts for economic activities
outside the presently defined production boundary. “ Satellite” accounts separate from, but
consistent with, the main SNA accounts of the market economy can be prepared to show
the use of natural resources or the extent of economic production by households.

Demands for the full recognition of women's economic production culminated in the
Platform for Action adopted in September 1995 at the Fourth World Conference on
Women in Beijing. It enjoined “nationd, regiond and internationd Statistica services and
relevant governmental and United Nations agencies’ to develop a more comprehensive
knowledge of dl forms of work and employment by:

“(i) Improving data collection on the unremunerated work which is already included in the
United Nations System of National Accounts, such as agriculture, particularly subsistence
agriculture, and other types of non-market production activities,

(if) Improving measurements that at present underestimate women's unemployment and
underemployment in the |abor market;

(iii) Developing methods, in the appropriate forums, for assessing the values, in quantitative
terms, of unremunerated work that is outside national accounts, such as caring for dependants
and preparing food, for possible reflection in satellite or other official accounts that may be
produced separately from but are consistent with core national accounts with a view to
recognizing the economic contribution of women and making visible the unequal distribution
of remunerated and unremunerated work between men and women."
(Patform For Action, Fourth World Conference on Women, Beijing, 1995).

As gatigtics currently used to measure work and vauable production are incomplete and
mideading, new measures are required to produce more accurate statistical pictures of
economic activity.

4.3 Methods of Estimating the Household Economy

Some of the earliest estimates of the value of household services were those made for the
United States (by Mitchell for 1919 and Kuznets for 1929) and for Sweden (by Lindahl,
Dahlgren and Korb for 1929 and earlier years); they smply multiplied the total number of
households in rura and urban areas by the corresponding annual cost of hiring a domestic
servant (Hawrylyshyn 1976).

The statigtical offices of Denmark, Norway and Sweden included household production in
their national income estimates prior to World War [1. Norway’ s estimates, started in 1912,
were quite eaborate, vauing the unpaid work of married women on average wage income
for unmarried women and widows in various age groups. They were discontinued in 1950
when the United Nations recommendations were adopted (Adaksen and Koren 1996).

The Scandinavian view that the real economic production of goods and services included al
goods and services produced by households, whether for their own use or for others, was
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unable to prevall in the debates about the initid standards for nationa income and product
accounting. The market-based approach to GDP estimates continues. However, the way is
clear through satellite nationa household accounts for separate estimates to be made of the
vaue of household production, Gross Household Product (GHP).

Theinitid information base for such estimates is provided by surveys of the use of time on
various household activities (Vanek 1975). Internationd comparability of satistics of the
uses of time was given agreat boost by the cross-nationd time budget study in 12 countries
conducted in the 1960s under the sponsorship of UNESCO and the Internationa Social
Science Council (Szala 1972). Since then nationd dtatigtica officesin many OECD
countries have followed the Szala methodology collecting diary-based nationd surveys of
time use from representative samples of households.

The results show that the present statistics of employment greetly understate the volume of
economic work needed. Surveys across 12 OECD countries covering various years from
1985 to 1992 show that the mean time spent in paid work was 24 hours per adult per
week. The mean average unpaid work in the household economy was 26 hours per adult
per week (Goldschmidt-Clermont and Pagnossin-Aligisakis 1995; Ironmonger 1995).

The present rules used for regular officid satitics of the 'employed’, 'unemployed' and
‘economicaly active' population cover the engagement of people in the market economy
only. These gatigticsignore the engagement of people in the household economy. A person
is counted as 'not economicdly active if engaged only in "household duties’, thet is unpaid
domestic work in the household economy. The representations of work provided by officid
datigtics of employment are thus a variance with those from officid statistics of work from
time use surveys. In the main, officid atigticians il report an outmoded view that unpaid
domestic work is somehow not ‘work’ — only those working in the monetised market sector
are counted as being “economicdly active’.

Three methods of imputing a value to the time used in household production have been used,
al taking awage per hour from the market economy. Thefirg isthe “opportunity cost”
wage that a person could be paid for doing an extra hour of work in amarket job rather
than an hour of unpaid household work. The cost of an hour of household work isthe
forgone opportunity to earn in the market. This method is usudly rgected sSnceit yields
different va ues depending on who performed the task. The second method uses the wages
of specidist paid workers who come to the household, eg. a cleaner, acook, ananny, a
gardener, to vaue the same tasks performed by household members. This* specidist
replacement cost” method can be criticised because these workers work more efficiently
than ausud household member can, taking lesstime to perform the same task. Findly, a
“generaist replacement cost” method of vauation uses the wage reate for a generdist worker
or housekeeper. Thisis regarded as more gppropriate since the working conditions and
range of activities are Smilar to those of household members.

Time use surveys provide only one source of information about household production since
they omit the contribution from non-human capita (the land, dwellings and equipment owned
by households). A more complete nationa accounting approach to measuring and modelling
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the household economy is required to cover dl factors of household production, dl
intermediate inputs and dl the principa outputs.

5. National Household Accounts and M odding the Household Economy
5.1 Extended National Accounts

A number of scholars have suggested that nationd accounts needed extending to cover
missing non-market household production. Essentidly they viewed household production as
amissng part of the estimates, not a separate economy. Robert Eisner and colleagues at
Northwestern University conducted the most extensive work on these lines in the 1980s.
Their research culminated in the book The Total Incomes System of Accounts (1989).
Eisner’ s estimates for the United States make clear the greetly expanded role, in total
economic product, of households. United States GHP in 1981 was put a $1,709 billion,
37.5 per cent of the extended GNP of $4,560 hillion.

5.2 Household Input-Output Tables and Satellite Household Accounts

Household production is best considered as the production of goods and servicesby a
separate economy, complementary to and competitive with the market economy. Every
country can be analysed as two linked economies. The household sdlls [abor to the market;
it uses the money income to purchase intermediate commodities from the market which it
transforms into items of find consumption through the use of its own unpaid labor and its
own capital goods.

The household economy can be studied as a sat of sx industries providing accommodation,
medls, clean clothes, trangport, recreation and care in competition with pardld market
indudtries. Activities such as shopping and deaning are Smply ancillary activitiesto the
principd find outputs of the household economy.

The input-output gpproach to measuring and modding the industries of the market economy
associated with the work of Wassily Leontief (1941) has been applied to measuring and
modding the indugtries of the household economy. Thiswas sarted in Audrdiafor
Australian households (Ironmonger 1989). Input-output tables showing the uses of |abor,
capitd, energy and materidsin each of the main and ancillary indudtries of the household
economy have now been prepared for Audtrdia, Canada, Finland, Norway and the United
States.

How the household economy usestime, materids, energy and capital can be seen from the
following table adapted from the first published household input-output teble. Thisis for the
Austraian household economy.



Tablel
Household productive activities, Australia, 1975-76 $million

INPUT Intermediate Inputs Factors of Production Total
Materials Eneray Labor Capital

OUTPUT

Meal Preparation 6219 144 7922 1140 15425
Cleaning & Laundry 271 32 8140 813 9256
Childcare 1208 187 4717 588 6700
Shopping 745 224 4969 453 6390
Repairs & Maintenance 483 7 1825 283 2599
Other Domestic Work 362 7 1743 172 2283
Education & Community 392 8 2088 12 2609
Gardening 46 - 1496 182 1725 .
TOTAL 9726 609 32900 3753 46986 .

Source: [ronmonger D, Sonius E 1989 Household productive activities. In: Ironmonger D (ed.)
Households Work Allen & Unwin, Sydney Table 2.3 p.30

The household input-output tables are exactly the satellite accounts that have been
recommended in the 1993 revison of the SNA and in the resolution of the Platform for
Action of the 1995 Beijing Women's Conference. The world statistical agencies need to
establish sandardised methods of estimating GHP.

6 Household Production and a World of Binary Economies

The mgor scientific achievement of this field has been the measurement of the magnitude of
household production through surveys of the uses of time. Household production is now
recognised as an dternative economy to the market; in many countries the household
economy absorbs more labour and at least one third the physical capita used in the market
€conomy.

In future, nationd Statistical organisations will produce regular estimates of GHP. Data on
outputs of household production - accommodation, meals, clean clothes and the care of
children and adults - will complement data on inputs of unpaid labor and the use of
household capitd.

Proper recognition of the household economy will have arrived when national household
accounts are published each quarter alongside nationa accounts for the market economy.
These datawill enable greater scientific research on the organisation of household
production, the interactions with the market economy, the role of householdsin building
human capitd, on the effects of household technology and dternative socia and economic
policies on gender divisons of labor and on family wdfare.
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