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Propensity to Search and Income Elasticity of
Demand: Does the Equilibrium Really EXxist?
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The analysis of the propensity to search underepdispersion discovers the identity
of the optimal consumption-leisure choices in tloeleh of optimal search and in the
classical model of individual labor supply when theopensity to search is
unimportant. However, the vigorous propensity t@arek, which occurs when
consumers visit high-price stores, challenges tassical view on the optimal labor-
leisure trade-off. The vigorous propensity to seaneates the positive consumption-
leisure relationship. The willingness to substitlédor by search under price
dispersion also changes the understanding of therme elasticity of demand. The
modest propensity to search creates normal butimeemelastic demand. The income
elastic demand becomes the result of the vigoraopemsity to search where
consumption-leisure trade-off is positive and aitbt@nsumption or leisure becomes
“bad”. This theoretical assumption proves the oaeunce of Veblen effect as well as
money illusion and creates doubts in the existefitke general equilibrium.
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1. Introduction

The analysis of the optimal consumption-leisure iadounder price dispersion discovers the
behavioral importance of the propensity to seareh, of the willingness to substitute labor by rseafor
advantageous prices (Malakhov 2015). While modegpensity to search creates a “common model” of
behavior where the search displaces both laboteggute time in the time horizon like ice displaggsskey
and soda in the glass, the vigorous propensitgdoch reduces labor time for both search and ketime and
results in either “labor” or “leisure” model of behior. However, the propensity to search goebégond
the models of allocation of time. This key variabtethe optimal search model significantly affette
structure of consumption under price dispersion.

While effects of the propensity to search on corgion pattern are so important, this paper is
organized as follows. Part 2 confirms the idergitynarginal utilities of both consumption and leesin the
classical individual labor supply model and in ttemmon model” of optimal search. This conclusion
approves the methodological reliability of the mioafeoptimal search. Part 3 describes the mechaofsime
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vigorous propensity to search that results in “tatzand “leisure” model. These models correspondhto
classical backward-bending curve under classia@ividual labor supply. There, marginal utilitieobe its
identity because in the search model either consampr leisure gets the negative marginal utilRart 4
analyses the wage elasticity of the propensitytoch. And this analysis discovers the fact that'tommon
model”, which is identical to the classical modéltlee individual supply, results in normal wagelastic
demand, while the wage elastic demand occurs witthar “labor” or “leisure” model of behavior wheoae
of key variables, either consumption or leisuredmes “bad” with negative marginal utility. The asgtion
that elastic demand is formed by “the leisure mbiddiollowed by the step-by-step appearance ofntiomey
illusion. Part 5 proposes some methodological amichs like the analysis of the equilibrium witratis” and
discovers the need in detail studies of incometielgsfor consumption, labor, and leisure.

2. ldentity of Marginal Utilities in the “Common Mo del” Under Price Dispersion and in the
Classical Model of the Individual Labor Supply

If we denote labor time ds leisure time a#/, and the time of search for the interesting pass,
where the time horizofi until the next purchase is equalTte= L + S + H, w as the wage rate aigdas
consumption, we can modify the famous G.Stiglegeation of the optimal search (Stigler 1961) anel itis
as the constraint to the problem of the maximizatibconsumption-leisure utility functidi(Q, H). The store
when a consumer finds the interesting price capresented bt the value of marginal decrease iprikce of
purchas&P/dS < 0. The value of marginal savings on purchase ontaginal benefit on search is equal to
QAdP/dS. The consumer finds the advantageous price agsl tiwi optimize the quantity to be purchased with
leisure time. Here he is constrained by the equafitnarginal savings with the marginal loss indalmcome.
While labor and search represalternative sources of income, we get the value of th@opensity to search
dL/adS < 0 and the marginal loss is equal to the valid./dS. The equality of the marginal loss to the
marginal benefit gives us the constraint for th&imé&ation of the consumption-leisure utility (Edicss 1.1-
1.5)

max U(Q, H)subjecttowg—; Q— (1.1

A=U(Q, H)+;|[w aP/asLj (1.2)
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WhenT = L + S + H, we have for the given time horizon:
dL/0S+1+0H/0S=0 (2)

The Equation (2) gives us a possibility to chodeefollowing Cobb-Douglas utility function:
UQ,H) = Q—aL/asH—aH/as (3)

The graphical presentation confirms the idea thatsearch displaces in the time horizon both labor
and leisure like ice displaces both whiskey ancasgodhe glass. We denote this metaphor as “tharemm
model” of behavior. Supported by the graphical gsial (Fig.1), this metaphor gives us the valuehef t
propensity to search:

Q
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A

Figure 1. “Common model” of behavior

From here we can simplify the presentation of tmeswal marginal values given in Equations 1.1-1.5.
First, we can re-write the second-order derivalive/dSoH:
(0"2L)/0S0H =1/T (5)
Then, we can confirm our assumption that the gw#ity curve comes from the family of Cobb-
Douglas utility functions:
MRS HforQ) = Q. w L /9SOH =——2_ 32 /9SOH =
oH 0P/0S oL/0S
QT 1_Q H g(H—T+T)_

(H-T)T H(H -T) H (H-T)

Q_Q,, T 1 Q 0L/0S+1
1+ ) ( (G 6L/6S)

H H HY aL/as H
gy 99 __ 9 1-a
whendL/0S=-a = v ( ) (6)

The transformation of the budget constraint coraelsé assumption that the equilibrium price is ¢qua

to the value of total costs of purchase of one ollmionsumptiorQ:
oL L+S
W—=—-W =0—
0S T Q
w 1_w

MRS(H forQ):——azL/asaH —== (7)
oP/0S OP/dST P,

ot
W(L+S)=-QT - =QP,

Then, the marginal values of both consumption amiife take the following forms:
ou _/16P/aS__/1T6P/aS:/1 P P

U _ _ e =)_'e (81)
0Q oL/0S L+S L+S T-H
N__ °L IS =1 WIl )W (g2
oH aL/aQ +sT "T-H

If we try to determine the value of the Lagrangiauitiplier for the problem we get (Malakhov 2015)
A=MU_ (9)
The values of marginal utilities take the followifayms:
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The Lagrangian multiplier in the classical consupipteisure choice under labor-leisure trade-off is
equal to (Baxley and Moorhouse 1994):

A=MYu g

Then, the classical optimal consumption-leisuréahander the labor-leisure trade-off comes to the
following values:

N ip=mu, P @21
30 T-H

MV _jw=mu - (122
oH “T-H

We see that the optimal consumption-leisure choimer price dispersion identical to the optimal
consumption-leisure choice under the classicalridsure trade-off.

However, it is true only for the common model ohaeior where “ice-whiskey-soda” metaphor
works. The value of the propensity to search in‘taenmon model” is limited by:

—-1<0dL/3S <0 (13)
We can re-arrange the budget constraint for theecmolution wherdL /0SS = —1:

wo__Q __ (14)
oP/0S 0dL/0S
However, when the wage rate is less than the alesedlue of marginal savings, the consumer cannot
buy the quantity demanded even in the corner bedaedas chosen the item on the market where nargin

savings on purchase are greater than the wageorate< Q|dP/0S|:

w<QloP/as— N =1 cqjaL/esp1 (15)
Q|oP/dS| |oL/dS|
To buy the quantity demanded the consumer needgdla¢ propensity to search,|dt./dS| > 1 and
0L/dS < —1.
Now we find the roots of theigorous propensity to search. The consumer needs it when marginal
savings on a particular market are greater than his wage rate.

QOL/OS=—1

3. Propensity to Search in “Labor” and “Leisure” Mo dels of Behavior

When the absolute value of the propensity to se@cfreater then one, i.€ll./dS < —1 and
|0L/dS| > 1, the consumer meets the deficit of labor timegdorchase, the deficit of search time to find
interesting price, and, evidently, the deficit efsure time to consume. In general, it looks ltke deficit of
the time horizon (Fig.2):

\
Qiose1™ OP/3S U@QH)

Figure 2. The deficit of leisure
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But this picture is really hypothetical. The vigasopropensity to search makes the leisure-search
relation positive, 00H/dS > 0 due todL/dS + 1 + dH/dS = 0 rule. However, the positiveéH /dS value
changes the sign of the second derivadi¥e/dSdH. It becomes negative. An increase in leisure tiises
the absolute value of the propensity to seddéiidS | and decreases its negative real vallgdS. The time
horizon really becomes negative. But the negatalaesof the time horizon changes the sign of thegimal
utility of leisure (Equation 1.4). It becomes negat It means that the leisure becomes “bad”. Haxethe
change in the sign of the marginal utility of leisichanges the sign of tMRS (H for Q)n Equation (7)The
consumption-leisure relationship becomes positvéQ /dH > 0.

We should change axis in order to get the graplpicedentation of “bad” leisure (Fig.3):

U (Q H ) = Q-ﬂL/dSH —-0H/0S

(L+9),,

-T

Figure 3. Normal consumption and “bad” leisure

It looks like the consumer has accumulated in tleipus time periodT{is negative) some labor
income and some knowledge about an item to be peedw (L + S)_7. But it is not enough to buy the
quantity demanded. He continues to work and to search in the currenibg but he also starts to enjoy the
purchase during leisure time.

However, we can come back to tradition presentabiothe consumption-leisure choice. But this
traditional presentation results in normal leisane “bad” consumption (Fig.4):

4
Q
oL/0S _ .
W- -
0P/0S
T (L+9)_, H* L+S T H

Figure 4. “Bad” consumption and normal leisure

This situation can take place if the Lagrangiantipligr A = MU,, < 0. Indeed, whem@|dP/dS | >
w, the labor becomes uninteresting with regard toy \efficient search. Here again we meet positive
consumption-leisure relationshay® /0H > 0.

It is very useful to present the general rule figr optimal level of consumption, which is true aoly
for all three models of behavior but also for tlypdthetical choice under the deficit of leisure (&tijon 16):
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We denote the normal consumption — “bad” leisulati@ship as the “labor model” of behavior and
the “bad” consumption — normal leisure as the tesmodel” of behavior.

These both models have many common features. Badt, models are produced QY0P /dS | > w
relationship that results in the great absolutgp@nsity to searchdL/adS | > 1. It takes place when the
consumer enters the market where great price riedscare possible. Under the classical assumpfioheo
diminishing efficiency of searcfd?P/dS? > 0) it means that great discounts corresponds togrigks. The
situation looks like the consumer enters some ngpeuprice niche that needs more time to work lier t
purchase, to search, and to enjoy the item to behpeed. Here, the consumer can use the incomedyin
the previous consumption period and the knowledgm fprevious searches. But the negative time horizo
means that in the previous period the consumentisged the consumption itself. For example, thééof
good wine might be the perfect complement for aeinbut the bottle of good wine doesn’t accompalhy
dinners. Sometimes dinners are servedihyde table When the consumer decides to by a good wineen th
current period, he gets money from the pocketehgembers some information from the wine’s guidecthi
he has read before-yesterday, he adds to thistafapome labor and search time, he buys someesotif
good wine, enjoys it with the dinner, and makeslsfor future consumption.

Here we come to the assumption that the negative liorizon means the substitution of the item to
be purchased in the current period by some othau.géor example, we use bus and train before wealoay.

A qualified medical treatment of grippe could bdstituted in old days by whiskey-for-the-night. éth
words, the negative time horizon can be treatesl tame period when the consumer misses the enjoyafien
the desired iteniThe desired item is consuming irregularly.

Finally, both “labor” and “leisure” models produtee positive consumption-leisure relationship
dQ/0H > 0. This positive relationship comes from the greappnsity to search where the consumer cuts
labor time in order to increase both search arsiteitime(dL/0S < —1; dH/3S > 0).

However, there are two important differences betwiabor” and “leisure” models.

First, normal consumption — “bad” leisure relatioipsresults in the increase in the intensity of
consumption. The “bad” leisure only follows the mad consumption and the increase in its intensitiuces
the negative effect of “bad” leisure. Here we similill” the time. Contrarily, the “bad” consumptio—
normal leisure relationship results in the decréaghe intensity of consumption. Here we simplii™the
time. The increase in leisure time decreases tbative effect of “bad” consumption.

Second, the behavior under “labor model” is nari@sting in great price discounts. There, highasric
with great price discounts reduce the utility bessamarginal savings produce the disutility (Equati@.2
from Malakhov 2015)

MU, =1 (17.1)

MU -A

17.2
ores 6P/65( )

However, when the value of the marginal utilityvedige rateMU,, = 1 is negative, the increase in
wage rate decreases the utility. The utility carrdised only in upper price niche with the increat¢he
absolute valu¢gP/dS| and the decrease in the real value of price relud# /dS. The “leisure model” is
efficient only with the change of the price nichiere the Veblen effect takes place. When the coasenters
the new price niche he should spend some seareltdiomderstand new prices. But, accompanied hyiy®s
JdH/0dS anddQ/dH relationship this additional search increases wmpsion with new high prices:

05 0;a—l_| 0— 0Q 0:>0—Q>0 (18)
P 0S oH oP

The answer to question whether both “labor” andstiee” models are widespread lies in the detailed
field analysis of the allocation of time. For exdeyghe data from the research of Aguiar and H{#2807)
gives grounds for the assumption that during lasades of the XX century American women followeel th
“common model” of behavior while American men expa®ither “labor” or “leisure” models of behavior
(Malakhov 2015). However, some analytical tools paovide with a quick answer to this question. The
solution comes from the analysis of the incometieifis of demand.
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4. Income Elasticity of the Propensity to Search

We can present the budget constraint (Equationid the form of elasticity with respect to the wage
rate for the given price reductiop4p,55,w = 0). (Here we can simplify the presentation by thechlte
values because it is more difficult to understdradlasticity of negative values.)

1+ epL/ast = eQ,w + %P/ﬁSLw = eQ,W (19)

Now we come back to the “common model” of behawith modest { < —dL/dS < 0) propensity
to search:

OL_H-T__L+S
s T T

(4)

We take the simple elasticity of the propensitgearch with regard to the wage rate:

—(L+9S)
N j\ /T \ w
Liosiw ow —(L+9)
R4

The increase in wage rate changes the allocatitmefand we get the value of the derivative of the
propensity to search:

(20)

dL/dw>0;dS/dw<0;dH / dw>0=|dS/ dw >|dL / dw |

—(L+Sy

o1,
ow

Indeed, the increase in wage rate makes the skmsimterestingdS(w) < 0). The decrease in the
time search increases labor time because labormeEscmore interestingl{(w) > 0) and it also rise leisure
time because leisure is a normal go@H (w) > 0). This consideration gives us the sign of the walgsticity

of propensity to search:
a‘_( L+ S%‘
T <0 w

ow ’—(L+s%‘

However, when the elasticity of the absolute valtithe propensity to search is negative, the wage
rate elasticity of consumption becomes low:

GoLiosw <0= Cow <1 (23)

|dS/ dwp|dL/ dwi= <0 (21)

>0= CoLrosw < 0 (22)

It means that under the “common model” of behavim demand is normal but wage inelastic.
Moreover, when the wage elasticity of labor supplyositive, and we have this effect in the “commuodel”,
the demand becomes very income inelastic:

& <Le,>0=6,, <<l (24)

However, if the consumer chooses the upper prideerafter the increase in wage rate, he can change
brands and quality, for example, the absolute vafuearginal savings is also rising, i.€sp/a5,w > 0)
(Malakhov 2014), the income elasticity of consumptitself falls again. Coming back to the Equatib8),
we can re-write illustratively the Equation (24)tive following manner:

eBP/GSLW > O = eQ,WL <<< 1 (25)

We see that the key variable that decreases the eiagticity of the propensity to search is the
diminishing value of the sum of labor and searsteiiL + S). If we presuppose that it is rising with the wage
rate due to the significant increase in labor timeve should agree with the decrease in leisure Hirigut it
means that at the new wage rate level labor sutesiboth search and leisure time. Other wordssahiables
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S andH move in the same direction, @H /3S > 0. It means that we quit “the common model” and aermt
use the Equation (4) for the analysis of the prejtemno search. We come to the vigorous propersigearch
dL/0S < —1 under either “labor” or “leisure” model of behavitirthe consumer increases labor supply with
regard to the increase in wage rate, we can préisisnchoice as+ 9S/dL + 0H/dL = 0. If 9H/dL > 0,
this is the “common model” becaud&/dL < —1 anddL/dS > —1. If dH/JL < 0, this is the “labor model”
becaus®S/dL > —1 anddL/dS < —1. However, when the market is perfect &wD, the increase in labor
time keeps the income elastic demand within therfloon model” because thedé /0S = —L/T.

Now let's pay attention to the value of the vigamqropensity to seardAL/dS | > 1. The graphical
analysis of both “labor” and “leisure” models gives the same value of the propensity to searchdidr
models:

oL__H+T
0S T

(26)

The wage elasticity of the propensity to searclesake following form:

‘ (H +T/‘
Couissin = ‘ (H +T/‘

When the increase in the wage rate rises leisome @H(w)>0) we have:
a _(H +T%
T
ow
As a result, we get the positive value for the walgsticity of the absolute value of the propensity

search:
‘ (H +T/‘
‘ (H +T/‘

However, the positive wage elasticity of leisur@H(w) > 0) needs more attention. The wage
elasticity of leisure is definitely positive in tHeisure model” because there the leisure is anabgood. It is
not true for the “labor model” of behavior wheresige is an inferior good. And the consumer cametese it
with the increase in the wage rate. In this cdmewage elasticity of the propensity to search esonegative
and the demand becomes income inelastic. Howegaz,the consumer misses time to consume the imtteas
purchased quantity and he should increase everi liiadre in order to enjoy the increased consuamptiue
to thedQ/dH > 0 rule that holds in “the labor model”. In this cabe wage elasticity of the propensity to
search becomes positive again. But for the positivge elasticity of the propensity to search weagetlastic
demand:

dH/dw>0= >0 (28)

>0= CoLiosw ~ 0 (29)

S ios 0> € > 1 (30)

Moreover, when the wage elasticity of labor supplpegativg(dL/dw < 0), and both “labor” and
“leisure” models demonstrate the decrease in labw@ in favor of both search and leisure, we have:

oL
™ <0, >1=¢,,>>1 (31

However, the change in the price niche weakensdbaiincome elasticity of consumption:
ebp/ost >0= eQ,wL >1 (32)

Evidently, the increase in labor income rises lootiisumption and leisure but the consumption-leisure
relationship for income elastic demand is positoe,
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e,,>Le,, >>1for|— wher aQ>O (33)

Q, Q.wL

oL _ H+T‘

As we seethe income elastic demand becomes the evident feature of the positive consumption-
leisurerelationship dQ/dH > 0. Here we cannot definitely say whether incometslaiemand displays the
“leisure” or the “labor” model but for the both meld this positive relationship holds.

The “bad” nature of income elastic demand can lmathstrated in the other way. The Equation (7)
exhibits the transformation of the equations of giveal values of search into the equilibrium pridée
equilibrium price under the “common model” is eqteathe total costs of purchas€L + S) of one unit) =
1. But it is not true for both “labor” and “leisurehodels. There, consumers spend on purchase labor a
search not only in the current period but they aise labor and search accumulated in the previetsd
But we don't definitely know how the previous titerizon has been allocate between labor and seHneh.
only thing we know that thé-T) value means the time of missed consumption. litiaddif the consumer
is willing to sell the purchased elastic item hestb its price the leisure time, which will be sgd in the
current time horizon. If in the “common model” thguilibrium price is equal to total costs per whipurchase,
i.e., to the marginal costs on purchase, in bathdt” and “leisure” models we do not find labor a®érch
costs in the equilibrium price. There, the willimgs to accept or to sell is equal to the costsisded leisure.
Other wordsthe equilibrium price is equal to the marginal costs of missed enjoyment from the purchased
item (Equation 34):

oL L+S oP oP
Commommodel: w— =- = _:>w L+S)=-TO=—=0P
0S T Q ( ) QOS QR
oL H +T

Labor& Leisuremodels: Wa_c =-w = Q— wW(T+H)= —TQZ—E =QP (34)

~

This is the reasoning for high income elast|C|tycohsumption under both “labor” and “leisure”
models. As we have seen, the negative time horieemns that consumers miss in this period the copisom
of the desired itemThis item is consuming irregularly. But when the chance to buy this item appears
consumers are trying to compensate the deficiboabemption in the previous period. They are puilicigas
more. So, the income elasticity is rising. Andeécbmes more evident when the elasticity of consiomyis
calculated indirectly, i.e., on the basis of thpenditures with regard to the income. Here, theslacated
growth rate of expenditures on some item is trekitechigh income elasticity.

It looks more promising to explain high income &kity of consumption by the “labor model”, when
consumers should increase “bad” leisure in orderawide the consumption growth by additional titfieve
try to explain income elasticity by “the leisure ded’ of behavior we meet a serious problem.

Indeed, the increase in wage rate, other thingsgbequal, decreases the utility level due to the
negative marginal utility of labor incoméU,, = 4 < 0 even if the consumer increases the normal leisure
time and reduces the inferior consumption. Howetles, graphical analysis displays the unrealismhaf t
scenario. The budget constraint line becomes stedia the increase in the wage rate. And it ipdssible
to increase leisure without the consumption grovidkvertheless, the decline in utility level undbe t
Equation (17.1) happens (Fig. 5). The consumes fieestrated.

//‘/
Y
il
v / :
/Do
/ |
/ :
/ |
_/ L,
T (L+S) H H

Figure5. The decrease of utility in “leisure model” aftére increase in the wage rate
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However, the frustration from the decrease intytib immediately eliminated by the change in the
price niche. The consumer goes to the high-prioeesivhere he can restore the utility level. Butreife
consumer finds the price discounts that correspotite new wage rate andmes back to the original budget
constraintline(e|ap/9s,w = 1) hedoesnot return totheoriginal utility level. Moreover, this comeback raises

the utility level (Fig. 6):

_/ L
T O(L+9), W H

Figure 6.Money illusion in “the leisure model”

The visit to the high-price store raises both camstion and leisure. It happens because the Veblen
effect appears (Equation 18). The consumer incsetse time of search because he needs more time to
understand new price€§/dP > 0). This increase in search is followed by the iaseein leisure time
(0H/0S > 0), and with the positive consumption-leisure relaship @Q/dH > 0) it also raises the
consumption leveldQ/dP > 0).

We see that when increase in the wage rate andtapjuincrease in purchase prices are separated in
time both these effects raise successively leigangell as consumption. Thaoney illusion occurs.

5. Conclusion

The assumption of income inelastic demand in tleeffmon model” is followed by the question what
happens with the total disposable income, whiclukhlbe unit elastic. The consumer should complertfent
inelastic demand by some elastic item in ordepemd the total disposable income. The answer issiaple.

The model of the optimal consumption-leisure chainder price dispersion is based on the assumgtain

the optimal allocation of time for the given congion level maximizes the reserve for future pusgsa
R(S) = wWL(S) - QP(S) (Malakhov 2014b). When consumer maximizes the rwretary utility he also
maximizes this reserve. The reserve for future lmase represents money or cash balances. And once M.
Friedman wrote:

“Apparently, the holding of cash balances is regatds a “luxury”, like education and recreation.
The amount of money the public desires to holdonbt goes up as its real income rises but goes oie m
than in proportion.” (M. Friedman, [1969] 2005, p(b)

This statement illustrates the evident fagt the demand for cash balances is income eastic the
demand for goods and services should beincomeinelastic. But, even poorest households spend a significant
amount on luxuries. According to the Deutsche BRakearch, the US wealthiest families spend aro&@ 6
of their consumption on luxury goods and 35% onesstties, middle-income households spend 50% on
luxuries and 50% on necessities, and low-incomélii@espend 40% on luxuries and 60% on necessities
(MarketWatch 2017). However, the theoretical asgionphat elastic demand of consumption takes place
when the consumption-leisure relationship is pesitiesults in serious methodological problems F& t
analysis of the macroeconomic equilibrium. Presiauorks on conspicuous consumption (Arrow and
Dasgupta 2009) and on the existence of the eduitibwith “bads” (Hara 2005) accept the possiblaigoh
for this problem only when the share of “bads” bconspicuous consumption is not great and theesbar
population that consumes conspicuously is not itambr But there is no even theoretical possibibitgerive
the equilibrium solution when these shares are itapt

One of the ways to find an optimistic equilibriuoligion is to follow more precise field analysis of
the income elasticity of demand. The problem mighhot so important if the demand stays incomestiel.
However, the results of both field and analyticaidées of income elasticity are still ambiguous. i&h
recreation usually is considered to be “luxury’erh are studies that discover income inelastic denfiar
tourism (Botti et al 2006). There is also no undtynm the analysis of elasticity of medical cat&ogta-Font
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et al 2009) and education (Haq 2011). The wagegateth turns yesterday-luxuries into today-nedessi
but new luxuries appear. So, the analysis of incelasgticity needs time series. The other field tiesds more
accurate analysis is the study of wage elastiditgtwor supply. Although usually that analysis disers low

but positive wage elasticity, “the empirical eviderconcerning labor supply indicates that a higlege may
result in a smaller number of working hours” (L03, p.336). Of course, we can support our conmhssby

data on allocation of time, that confirms the regucin labor hours and the increase in leisurestoaring

last decades in developed countries, to verifyettistence of both “labor” and “leisure” models areds the
detailed analysis of labor/leisure choices wittpees to particular goods and services.
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