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<ABSTRACT>

A Reconsidering of the Theory of Home Production

Jong-Soo Han

The important features of the theory of home production are the separation of the production
aspects from the consumption aspects of household behavior and the incorporation of the shadow
price of time as a major determinant of household choices.

Household combines time and market goods to produce basic commodities that form its utility
function. The theory of home production cannot, however, escape form the limitations of
traditional consumption theory as the basic commodities are not observed and the shadow prices
of the commodities are not exogeneously given. Any empirical investigation based on this theory
is therefore confined to the theory of inputs.

The conclusions of this paper are as follows : First, time is generally allocated into the work in
the market, the work at home, and leisure. Second, the work at home and leisure react to changes
in the socioeconomic environment in a different way. Third, market wage does not reflect the
shadow price of time.

In Korea, the labor force participation rate of the nonmarried woman is increasing in proportion
as their schooling. But the labor force participation rate of the married woman is decreasing
stikingly and low as compared with advanced nations because of the less developed subdivision
of labor market and the influence of the Confucianism in particular. The ratio of the value of
home outputs to GNP is therefore to be very high in Korea.
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