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Abstract

We study the general equilibrium properties of two growth models with
overlapping generations, habit formation and endogenous fertility. In the
neoclassical model, habits modify the economy’s growth rate and generate
transitional dynamics in fertility; stationary income per capita is associ-
ated with either increasing or decreasing population and output, depend-
ing on the strength of habits. In the AK specification, growing popula-
tion and increasing consumption per capita require that the habit coeffi-
cient lie within definite boundaries; outside the critical interval, positive
growth is associated with either declining consumption due to overcrowd-
ing, or extinction paths with declining population. In both frameworks,
habits reduce fertility: the trade-off between second-period consumption
and spending for bequests prompts agents to decrease fertility in order to
make parental altruism less costly. This mechanism suggests that status-
dependent preferences may explain part of the decline in fertility rates
observed in most developed economies.
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Figure 1: Dynamics of population and individual consumption (1st period) for different values of ε. 
Parameter values are β = 0.75, γ = δ = σ = 0.5, A = 4, and μ = 0.6. Non-degenerate growth arises in all 
paths falling in the grey-shaded areas delimited by the critical values ε′ and ε′′. 
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Figure 2: Long-run equilibria in the neoclassical model for different values of ε. Diagram (a): unique 
intersections ga = gb and feasible equilibria. Diagram (b): multiple intersections ga = gb and unique 
feasible equilibria. 
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Figure 3: Transitional dynamics of capital per capita, consumption, bequests, and savings per capita for 
increasing strength of habits. 
 
 
 
 
 

 
Figure 4: Transitional dynamics of fertility rates for increasing strength of habits.  
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