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ABSTRACT

This paper develops a model of parental investment in her child’s education that incorporates
parental altruism with time-preference formation and human capital formation, and assumes
decreasing marginal impatience. It explains behavior which is consistent with empirical
evidence but cannot be predicted by previous studies: A parent who invests more in her child’s
educational as her income decreases. The necessary and sufficient condition is provided for this
behavior. This model also predicts that the child can consume less as income increases and that
the parent can sacrifice her own consumption to increase educational investment. Logarithmic

utility functions can exhibit these properties.
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