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Studies on premarital investments

• Classical work examines premarital investments in a transferable
utility context, which implicitly assumes full commitment at the
time of marriage

• Recent work begins to depart from such a context and make a
more reasonable assumption of imperfect commitment

• An extreme case of imperfect commitment is non-transferable
utility
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Imperfect commitment assumption is particularly
compelling in societies like China

• Before marriage, prospective brides are in an enviable position
due to high sex ratios (more men than women)

• After marriage, divorce is prohibitively costly, the traditional
power of husbands reasserts itself

• Imperfect commitment comes from the divergence in the relative
bargaining powers of men and women at the ex ante stage, before
marriage, and ex post, after marriage
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How imperfect commitment affects premarital
investments in children undertaken by parents?

• Distinguish between bequeathed physical capital (such as
housing) and human capital

• A man’s attractiveness depends not only on total investments,
but also on the composition

• If a man invests in human capital, his future labor earnings
increase, sharing is determined by ex post bargaining

• If a man invests in housing, which is non-excludable, spouses
jointly consume it without bargaining

• So housing signals a credible commitment and is more favorable
in a competitive marriage market.

• This creates an incentive for parents with sons to shift their
investments towards housing and away from human capital
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How imperfect commitment affects premarital
investments in children undertaken by parents?

Empirical analyses in the setting of China

Results in a nutshell

• When the sex ratio is high, parents of boys are more likely to
increase labor supply

• The share invested in housing increasing relative to the share in
children’ education for parents with sons

• Sex imbalance is associated with worse cognitive skills,
non-cognitive skills, and health of boys
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Sex ratio in China rises drastically in recent decades
among second- and higher-order births
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Figure: Male fraction of births by birth order in China

Source: Ebenstein (2010)
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High sex ratios lead to marriage market competition
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Figure: Higher sex ratio, larger marriage expenditure
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High sex ratios lead to marriage market competition
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Figure: Grooms’ families are spending more on marriage over time
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Housing as a premarital investment

• In China, housing traditionally considered as investments in
preparation for marriage

• Family housing wealth enhances a man’s marriage market
prospects

• Housing capital bought by parents when the future groom is
young, can be regarded as one for his marriage

1. Bequeathable nature of housing
2. A dominant role in household wealth composition
3. A marriage-age man often has not yet accumulated enough

wealth to afford a house
4. Intergenerational family coresidence is common
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Housing as a premarital investment
• Both housing and education grant marriage premium
• Premium of housing turns out to be higher
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Imperfect commitment within marriage
• Asymmetry between ex ante and ex post bargaining power
• Partly reflected by frictions in the marriage market—the

difficulty in divorce
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Data source: China Family Panel Studies (CFPS)

2010 baseline survey

• Nationally representative of Chinese individuals, households, and
communities

• 25 provinces, 95% of total population

Sample

• Cross section

• First-born children 0–15 years old

• Parents <50 years old
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Main outcome variables
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Migration is a crucial form of labor supply in China
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Regression model

yic = β0 + β1FirstSonic + β3FirstSonic ∗ SexRatioc + XicΓ + λc + εic

• County-specific sex ratio for premarital-age cohort 10–24

Identifying assumptions

• Randomness of first-child gender

• Sex ratio?
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Randomness of first-child gender
A balance test
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Sex imbalance and parental labor supply
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Sex imbalance and premarital investments
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Robustness: Potential issues related to son-preferring
fertility stopping rules
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Robustness: Potential issues related to son-preferring
fertility stopping rules

First-stage results: Child-gender measures are instrumented
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Robustness: Potential endogeneity of local sex ratios
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Robustness: Potential endogeneity of local sex ratios
Implementation of family planing policy as instruments for sex ratios

Regressing sex ratios on variables for implementation of family planing policy
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Sex imbalance and child human capital development
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Sex imbalance and child human capital development
Parental migration as a channel
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Interpretations of the results

• Competitive marriage market
• Parents increase labor supply in a competitive manner
• In order to increase total resources available for premarital

investments

• Imperfect commitment in marriage
• A man who brings more housing at the time of marriage is a more

desirable marriage partner than one with higher labor earnings
but a smaller house

• This explains why parents direct investments towards more
housing than education
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Evidence from purposes of migration remittances
Marriage market effects on parental decisions even if children are still young
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Evidence from heterogenous effects
Effects get lager as children get closer to marriageable age
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A model of premarital investments with imperfect
commitment

• Investment in a boy (xB , yB).
1. xB is investment in a private good, such as human capital
2. yB is investment in a public good, such as a house

• Investment in a girl (xG, yG)
• Private goods are bargained over

• A man has a share λB , a woman has a share λG

• Public goods are consumed non-exclusively
• A man’s payoff vB(y) and a woman’s payoff vG(y)
• y := yB + yG

• There exists a unique, stable equilibrium
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A model of premarital investments with imperfect
commitment

• Enables us to perform a more general welfare analysis on how
equilibrium investments differ from utilitarian efficient
investments

• Enables us to examine more rich comparative statistics
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A model of premarital investments with imperfect
commitment

Modelling sex imbalance

• Suppose the ratio of women to men is r < 1

• Proposition: Men overinvest in the public good, and also
overinvest in the private good, while women underinvest in both
types of goods, compared to the case where r = 1 (sex ratio is
balanced)
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A model of premarital investments with imperfect
commitment

Modelling sex imbalance

• Suppose the ratio of women to men is r < 1

• And men have a high bargaining power, i.e. λB is large

• Proposition: Men overinvest in the public good, relative to
women. For private good, men underinvest relative to women

• Consistent with empirical results
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Conclusion

• Empirically and theoretically studies how imperfect commitment
affects premarital investments

• Empirical part
• High sex ratios lead to increased parental migration, increased

housing investments, and reduced educational investments for
families with a first-born son

• Families with a first-born daughter as a comparison group

• Theoretical part
• Imperfect commitment combines with sex imbalance to affect the

magnitude and composition of premarital investments

• Implications
• Highlights the distinction between premarital investments in

physical capital and human capital
• Human capital development of the next generation
• Marriage matching along multiple dimensions
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Thank you!
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