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-""ABSTRACT,

Policy interventions into theirural sectors of developing countries

are urgently needed in order to alleviate poverty and'foster economic. ,

growth. ' The appl icability of a farm household model that .combines the

farm household's' production and consumption decisions to the evaluation

of policy measures has been explored in this study. A modeT incorporating

the farm househQld's decisions regarding'resource allocatiqn, family size,

"schooling and part,~ipation in income earning activities ,is developed. and

its predi~tions are ~s~ed with farm household data from Bangladesh.

'""It'

The data analysis reveals that, in rural Bangladesh there exist close •
\ "relationships between farm size;faroily size; child schooling and income.

--.,'

The size of the family labour force, which is determined by family size. ;~.. . ..
and child schooling rates, appears to be an important determinant'of farm

household participation ,in income earning activities'. Farm households. () .

are found to maximize profit, to re~pond to price incentives and to be.al-

locatively efficient, given the technology and resources available. On

the consumption side,' a l'inear expenditure system that contains a set ~f

household demand fu~ctJ6~ goods, includin~ ~~~sehold produced g~O;S'
,family size and child sC~Jling, and labour supply functions.has been

estimated. Household respons~ el~sticities with respect to some selected

variables are calculated first on the assumption that consumption is in

dependent of production decisions. The results show that the household's

•
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demand for

\
farm ~dS is'income

~

inelastic while demand for non-farm /
goods is income elastic. It also suggests that the demand for child

quantity and child quality are income inelastic but that a trade-off

exists between quantity and quality of minor children.
.. .J

To the extent that the farm household's consumption decisions depend

on production decisions, an analysis of the interaction between produc-

tion and consumption behaviour 1S undertaken.' Jhe major finding of this

analysis is that farm,hoiJseholds are reJponsive to prices.. income and'
, ~ ~

technical change, both in' production and consumption. Any, change that

may''Occur in production, following exogeneous changes through some po,l icy•.- -
v~riables. also affects household consumption behaviour. This suggests

,that'a' model ,of f~rm household decision-making ,that incorporates the'
. ..... ,

interaction of production and consumption behaviour can be of part1cular

I ' '

•

importance

\

for pO~icY e~al~a~.
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