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Econ 113:  February 10, 2015 

• Fertility Decline, continued 

– David & Sundstrom: Old-Age Security Motive 

– Lahey: Effect of Abortion Laws on Fertility Control 

• Immigration 

– Modeling Immigration 

– Historical Patterns 

• Antebellum Labor Markets 

• Antebellum Poor Relief in New York 

• Antebellum Banking & Finance 

 

 

 

 

Model #2: "Old Age Security" Motive 

• Paul David and Bill Sundstrom 

• Goal: old-age security 

• Result: fertility = f (labor market opportunities) 

 Parents bargain with children over care in old age. 

So,    ↑ labor market opportunities 

 → ↑ bargaining power of children  

 → ↓ likelihood child will care for elderly parent  

 → ↓ expected return on parents' investment in children  

 → ↓ D(children) 
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Coefficients in a log-log specification 

• “log” means “ln” 
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“Old-age security" motive – critique 

• What assumptions might we challenge? 
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Lahey: Fertility Control 

• Question:  Could people control fertility?  If so, how? 

• Lahey examines effect of abortion laws 

– Was fertility higher in states and years when access to abortion 
was restricted? 

– Finding:  Abortion restrictions lowered raised fertility by 4-15% 

• Oops . . . Be sure to catch that correction!        
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Coefficients in a log-linear specification 

• “Log-linear” means 

 

• If independent variable is 0-1 , then coefficient tells us % 
change in (unlogged) dependent variable due to existence 
(1) or non-existence (0) of independent variable 

Fertility Decline             Immigration             Antebellum Labor Markets                Antebellum Poor Relief                       Banking 



2/9/2015 9:50 AM 

3 

Lahey: Regression Results 
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Doing the Analysis 

• State fixed effects 

 

 

• Year fixed effects 

 

 

• State-specific time trend 

Fertility Decline             Immigration             Antebellum Labor Markets                Antebellum Poor Relief                       Banking 

Lahey: Regression Results 
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Immigration 
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• What share of total population growth was due to 
immigration? 

 

Who were the immigrants? 

• English  
– throughout period 

• Irish  
– 1846-55, following potato famine of 1845-47 
– poor, laborers 
– to eastern cities 

• German  
– 1850s, following political upheaval and harvest failures 
– not poor, farmers 
– to midwest 

• Chinese 
– 1850s, following political upheaval and famine 
– laborers, miners 
– to California 

 
Fertility Decline             Immigration             Antebellum Labor Markets                Antebellum Poor Relief                       Banking 

Shares of immigrants by home country 
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Shares of immigrants by occupation 
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Modeling Migration 

• Question: What determines migration? 

 

• Simplifications:  One model with “push” & “pull” factors 

– Push factors 
• Why leave home 

 

• Assumptions: 

– Goal? 

– Behavioral assumptions? 
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– Pull factors 
• Why come to U.S. 

 

Migration:  Goal? 
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Migration:  Push & Pull factors? 
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Migration:  Behavioral Assumptions? 
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READ IN BOOK: Antebellum Labor 

• Quickly, info that you 
should read in textbook 
– Immigrants are 

disproportionately non-
agricultural workers 

– Organization of factory  
• Rhode Island System 

• Waltham System 

– Very long hours 

– Women workers  
• Be sure you can show with 

labor market graph why 
women (due to lower 
reservation wage) would thus 
be hired rather than men 
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Ratio of female/male wages 

 1820  30% 

 1850  50% 

 1890  55% 

READ IN BOOK: Manufacturing Wages 
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Modeling Labor Markets 
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Wages, U.S. versus England 
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Modeling rising skill premium 
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Antebellum Poor Relief 

• Joan Hannon, studied New 
York State, mid-1800s 

• State and local 
governments; not federal 

• “Indoor relief”  
– being placed in a poorhouse 

(or, almshouse) 

• “Outdoor relief”  
– receiving money and living 

on own 
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Who Were New York's Paupers? 
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Correlations (not multivariate regression) 
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Impact of Erie Canal 
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So, why rising antebellum poverty? 

• Hannon concludes. . . 

• Rising able-bodied rural poverty due to 

– Commercialization of agriculture and rise of factory system → 
decline of household production 

 

• Rising able-bodied urban poverty due to 

– Industrialization created wage labor force facing seasonal, 
irregular work 
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Antebellum Banking and Finance 

• Banks and Finance 

– How were funds channeled from savers to borrowers? 

 

• Expansion of banking in antebellum period 
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• An institution that  

– accepts deposits 

– makes loans 

– earns profit  

– and holds reserves –  a fraction of deposits –  to cover 
withdrawals 

• "State" banks 

– Chartered vs. free 

– "Free banking" era begins 1836 

• State by state basis 

 

 

What is a Bank? 
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How Many Banks? 
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Location of Banks 
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Asymmetric Information 

• Adverse Selection 

– Before initial transaction 

– Non-random selection of participants 

• Moral Hazard 

– After initial transaction, during life of contract 

– Change in behavior due to contract 

• How address asymmetric information?  

– government regulation 

– fines & penalties 

– monitoring 
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Industrial New England, 1820-60 

• Naomi Lamoreaux 

• Primary bank asset 

– Loans 

• Primary source of bank funds 

– Today:  deposits 

– Early 19th century:  issuing stock 

• Banks preferred stock 

– Risk / return tradeoff 
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Insider Lending 

• (def): Kinship or other relationships between bank board 
members and bank loan customers  

• Insider lending solves asymmetric information problems 

– Lending 

– Acquiring Bank Funds 
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Insider Lending: Effects 

• Received wisdom:  insider lending bad 

 

• Lamoreaux:  insider lending not bad in this context 

– Didn’t lower credit availability 

– Didn’t hurt soundness of banking system 

– Didn’t decrease demand for bank stock 

– Didn’t harm New England growth & development 
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