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 The Dynamics of Population Growth, Differential Fertility,

 and Inequality: Comment

 By ERIK DIETZENBACHER*

 In a recent issue of this Review, David
 Lam (1986) examined the relationship be-
 tween population growth and the distribu-
 tion of income. The model that was applied,
 allowed for differential fertility across in-
 come classes and intergenerational mobility

 between them. Lam claimed that if Mi > M,j
 for all j * i, then an increase in the fertility
 of income class i will increase the percentage
 of the population in income class i in the

 steady state (p. 1110). M,, denotes the prob-
 ability that a child of class j becomes a
 member of class i. By means of a counterex-
 ample, C. Y. Cyrus Chu (1987) has shown
 that Lam's proposition is not true; the
 steady-state proportion of class i may fall.

 Intuitively, one could argue that, when the
 decrease in the steady-state proportion of
 class i is large enough, also the percent
 children in class i will fall, despite the in-
 creased fertility in this class. In the present
 note we show that precisely this is impossi-
 ble. So, in spite of a potential reduction in
 the relative size of the class with increased
 fertility, the proportion of the steady-state
 population born to that class will always
 increase and, moreover, will increase rela-
 tively the most. As a direct consequence, the
 possible decrease in the steady-state propor-
 tion of income class i is limited. The use of
 matrix algebra instead of differential calcu-
 lus, enables us to derive upper and lower
 bounds for the relative change in the propor-
 tion of the steady-state population of any
 income class. Surprisingly, the results are
 obtained without any restrictions on the mo-
 bility matrix M, therefore they simply are
 properties of the model.

 I. The Model

 Let the n-column vector P, denote the size
 of the income classes in period t. The diago-
 nal matrix F gives the income-specific net

 reproduction rates (F1) and M = [Mij] is the
 intergenerational mobility matrix. Thinking
 of each period as a generation, the distribu-
 tion of income in period t is characterized
 by

 (1) Pt= MFPt.l-

 Let the total population size at time t be
 given by N- e'P1, with e' the n-row summa-
 tion vector, that is, e'=[1,...,1]. Denote the

 population growth rate in period t with g,=
 N, INt -. Let the elements of the n-column
 vector st denote the proportions of the pop-

 ulation in each income class; then rrt = PlNt
 Dividing both sides of (1) by Nt> yields

 (2) gtiT, = PINt_= MFP>-1/NA-

 =MF_T 1.

 The proportions of the tth period popula-
 tion born to parents from the different in-
 come classes are given by the elements of the

 n-column vector yt FPt- 1/NI. Thus Nt>'y=
 FP_1, dividing both sides by N> yields
 gyt = Fft1 or

 (3) Yt = F-t -IIgt.

 This vector shows the distribution of the
 offspring before the transition between the

 income groups takes place (for 'r,= My,).
 Note that the intergenerational mobility ma-
 trix M is a transition matrix so that e'M = e'.
 The definitions and the equations above
 imply the following identities: e'"rr = 1,

 e'F, - 1 = g, and e'y, = 1. In the steady state
 'rr = r and gt = g, implying y1 = y. Dropping
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 the time subscripts, (2) and (3) are rewritten
 as

 (4) MFff = gff,

 (5) y = FiT/g.

 Consequently, the identities in the steady
 state become e'ir =1, e'Fff = g and e'y =1.
 As usual it is assumed that the matrix MF is
 irreducible and primitive, in order to ensure
 convergence. Then it follows from the Per-
 ron-Frobenius theorem that g> 0 is the
 dominant eigenvalue of MF and -Tr >> 01 the
 corresponding eigenvector, which is unique
 after normalization (e'iT = 1).

 II. The Results

 Suppose that the fertility of income class i
 is increased and denote its new reproduction

 rate with Fi ( > Fi). All other reproduction
 rates remain unchanged, that is Fj = Fj for
 all j - i. (4) and (5) are, for the new steady
 state, written as

 (6) MFs = g-s,-f

 (7) y F/g

 The following ordering of matrices holds:

 MF < MF < (FJ/F)MF. From the Perron-
 Frobenius theorem it is known that the same
 ordering applies to the respective dominant
 eigenvalues. Thus g < g- < (FJF/)g, or 1 <

 PROPOSITION 1: s/,j < gFi I/gIF>,r for
 allj.

 PROOF:
 The assertion obviously holds for j = i.

 Now, suppose to the contrary that there

 exists an index k # i such that

 'Tk IT gF_i__
 =max-> 'Tk j i qrj kFir7i

 Then:

 n

 =S7k (=g/ ) 7k (g/g) E MkjPjiFj
 j =

 =E(g/-) Mkj Fjtj: + glk) Mk iFi iF

 - i

 =E( g/g ) ( ijlTj ) Mk jFjiTj
 *i#

 j+ i

 + (9g/g Fis7i/ ) Mki Fi 7iT

 n

 < ( Frk/7k ) E MkjFjiTj = gTk,
 j=1

 which is not possible. Strict inequality holds
 because: (i) g < g; (ii) iFj/Tj! ? Fk/lTk for all
 j; (iii) (g/g)(FjiF./JF-iT) <' Fk/lTk by as-
 sumption, and (iv) Mkj > 0 for some j, be-
 cause of the irreducibility of M. We have
 thus obtained a contradiction. O

 This proposition enables us to derive upper
 and lower bounds for the relative changes in
 the steady-state proportions of the income
 classes. The right-hand side of the expression
 in the proposition equals - /y1 and from
 g/g < Fi/Fi follows that it is larger than
 ST Ti. Applying the proposition to (5) and
 (7), using Fj = F. for j # i, yields that the
 following inequality holds for all j # i.

 (8) - / 7j= g/g- ) s/Tj )i

 < glg-)(Yil/Yi) < (Yi/Yi)]-

 First, equation (8) yields iFj/,rj = (g/-)
 yj) > j/y .. Second, e'y = e'y = 1 and
 /y I. for all j #i from (8), imply

 Yi > yi. Consequently, the right-hand side of
 the expression in the proposition is larger
 than one_ or, equivalently, i >
 (-/g)(FJ1F1). The bounds are summarized
 by the following inequalities.

 1For vectors and matrices we adopt the following
 notations. x > y means xi 2 yi for all i, x > y means
 x>y butx y, and x>>y means xi>y, for all i.

 See for instance Samuel Karlin and Howard Taylor
 (1975, Appendix 2) or Akira Takayama (1985, Chapter

 4).
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 < Yi/-Yi and Yi > -y,

 (10) yj/yj < xy iTj ? Y/y, for all j + i.

 1II. Conclusions and an Example

 The central result appears to be Yj > yi. If
 the fertility of income class i is increased,
 then the proportion of the population born
 to parents from class i will increase in the
 steady state. Lam's proposition that "an in-
 crease in the fertility of the poor will unam-
 biguously increase the percent poor in the
 steady state" holds for the percent children
 of the poor. At first sight, this result may
 seem obvious. From Chu's example however,
 it is known that the steady-state proportion
 of income class i may fall. When the de-
 crease in the steady-state proportion of class
 i is sufficiently large, it follows from yi =
 Fi>ir/g that the percent children in class i
 must also fall. Precisely this, has been shown
 to be impossible. An immediate consequence
 of this result is that the possible decrease in
 the steady-state proportion of class i is
 bounded from below.3 The lower bound in
 (9) therefore, tells us the degree to which
 Lam's original proposition might go wrong.

 Equation (10) asserts that the steady-state
 proportion of the children increases for in-
 come class i more than for any other income
 class. Furthermore it is known that for some
 income class (other than i) it must fall.
 Given these two results, that is, -i> Y1 and

 Yj < -/y, for all j # i, the upper bounds
 in (9) and (10) are easily explained. The
 proportion of the population in income class
 k, is composed of all children that have
 become a member of class k, that is, Tk=
 E' 1iMkjyj. The influx from any class other

 TABLE 1-STEADY-STATE PROPORTIONS AND RATIOS
 FOR CHU's EXAMPLE

 j=l j=2 j=3

 "Tj 0.1871 0.4516 0.3613

 0.1870 0.4507 0.3623

 Igj Izj 0.9996 0.9980 1.0027
 yj 0.1885 0.4499 0.3616
 yj / yj 1.0077 0.9961 1.0008

 than i, increases less than Yi/yi. Therefore,
 lvk/'rk < y, for k # i and /r, < Yi/Y-y5

 The lower bound in (10) provides another
 assertion that is difficult to explain intu-
 itively. If the percent children in any income
 class j * i increases, then the proportion of
 the population after intervention of mobility
 increases also. We know that the inflows
 from classes i and j rise, while the influx
 from at least one class falls. Apparently, the
 decreased inflows can never outweigh the
 increased inflows, in this case (yj > y,).

 Once again, it should be noted that the
 results hold without any restrictions on the
 mobility matrix, as such they simply are
 properties of the model. As an illustration of
 the results, we finally consider Chu's coun-
 terexample,

 0.3 0.29 0

 M - 0 0.6 0.51
 0.7 0.11 0.5

 (Fl, F2, F3)=(1,1,1) and clearly g=1. The
 reproduction rate of income class 1 is raised
 by 1 percent (Fl = 1.01), which yields for the
 population growth rate - = 1.00187, while
 the lower bound in (9) turns out to be
 0.99195. The calculated values for the vari-
 ous proportions and ratios are presented in
 Table 1, rounded off to four decimals. Note
 that i = 1 and y = -n. The bounds in (9) and
 (10) are easily checked to hold.

 3Note that the lower bound in (9) requires the com-
 putation of the dominant eigenvalues g and g. From
 g > g, it follows that Fi/Fi is also a lower bound for
 s,7i/7i. Obviously, this latter bound is weaker, on the
 other hand however, it may be calculated even if case M
 is unknown.

 4Equality holds only if all members of class k are
 born in class i, that is: Mk] = 0 for all j * i.

 5Equality would necessarily imply Mj =0 for all
 j * i, which contradicts the irreducibility of M.

This content downloaded from 129.125.148.244 on Thu, 07 Jun 2018 11:15:59 UTC
All use subject to http://about.jstor.org/terms



 VOL. 79 NO. 3 DIETZENBACHER: DYNAMICS OFPOPULATION GROWTH 587

 REFERENCES

 Chu, C. Y. Cyrus, "The Dynamics of Popula-
 tion Growth, Differential Fertility, and In-
 equality: Note," American Economic Re-
 view, December 1987, 77, 1054-56.

 Karlin, Samuel and Taylor, Howard M., A First
 Course in Stochastic Processes, 2nd ed.,

 New York: Academic Press, 1975.
 Lam, David, "The Dynamics of Population

 Growth, Differential Fertility, and In-
 equality," American Economic Review, De-
 cember 1986, 76, 1103-16.

 Takayama, Akira, Mathematical Economics,
 2nd ed., Cambridge: Cambridge Univer-
 sity Press, 1985.

This content downloaded from 129.125.148.244 on Thu, 07 Jun 2018 11:15:59 UTC
All use subject to http://about.jstor.org/terms


	Contents
	584
	585
	586
	587

	Issue Table of Contents
	The American Economic Review, Vol. 79, No. 3 (Jun., 1989), pp. 295-620+i-xxii
	Front Matter
	[Photograph]: Hendricks S. Houthakker: Distinguished Fellow 1988
	The Effect of the 1933 Securities Act on Investor Information and the Performance of New Issues [pp. 295-318]
	The Sensitivity of Tests of the Intertemporal Allocation of Consumption to Near-Rational Alternatives [pp. 319-337]
	Inventories as Factors of Production and Economic Fluctuations [pp. 338-354]
	An Experimental Study of Sequential Bargaining [pp. 355-384]
	The Electronic Mail Game: Strategic Behavior Under "Almost Common Knowledge" [pp. 385-391]
	Three Variants on the Allais Example [pp. 392-407]
	Preference Reversals Without the Independence Axiom [pp. 408-426]
	Measuring the Efficiency Cost of Taxing Risky Capital Income [pp. 427-439]
	The Simple Analytics of Debt-Equity Swaps [pp. 440-451]
	Dependents and the Demand for Life Insurance [pp. 452-467]
	In Quest of the Slutsky Diamond [pp. 468-481]
	The Health and Earnings of Rejected Disability Insurance Applicants [pp. 482-503]
	Economic and Mechanical Models of Intergenerational Transmission [pp. 504-513]
	On the Economics of the Family: Reply to a Skeptic [pp. 514-518]
	Some Empirical Aspects of Entrepreneurship [pp. 519-535]
	Returns to Seniority After Permanent Job Loss [pp. 536-543]
	Too Many Proposals Pass the Benefit Cost Test [pp. 544-551]
	Trade Negotiations and World Welfare [pp. 552-559]
	Is There a Leviathan in Your Neighborhood? [pp. 560-567]
	Is Leviathan a Mythical Beast? [pp. 568-577]
	Searching for Leviathan: A Reply and Some Further Reflections [pp. 578-583]
	The Dynamics of Population Growth, Differential Fertility, and Inequality: Comment [pp. 584-587]
	If Homo Economicus Could Choose His Own Utility Function, Would He Want One with a Conscience? Comment [pp. 588-593]
	If Homo Economicus Could Choose His Own Utility Function, Would He Want One with a Conscience? Reply [pp. 594-596]
	Two-Moment Decision Models and Expected Utility Maximization: Comment [pp. 597-600]
	Two-Moment Decision Models and Expected Utility Maximization: Comment [pp. 601-602]
	Two-Moment Decision Models and Expected Utility Maximization: Reply [p. 603]
	Price Leadership and Welfare Losses in U.S. Manufacturing: Comment [pp. 604-609]
	Price Leadership and Welfare Losses in U.S. Manufacturing: Reply [pp. 610-613]
	Auditor's Report [pp. 614-620]
	Back Matter [pp. i-xxii]



