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Abstract

Households should small and but financially strong, especially to deal with a crisis where most families face a reduction
in income but relatively constant expenditure. To maintain the standard of living, they need a buffer, measured from net
wealth, i.e. total value of assets deducted by debts. There is no justification for how small the family size should be. For
most households, higher net wealth is achieved when they have smaller household size, while only the poorest and
richest households can get benefits from additional household members. However, we should also aware of the pseudo-
increase of net wealth, i.e. households obtain an increasing net wealth because of additional household members but

unable to push them to higher decile.
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The pandemic COVID-19 reshapes the urgency of
building small and financially strong families, as,
during a crisis, most households face a reduction in
income but relatively constant expenditure. The small
household’s size paradigm is a contrary position of the
old proverb banyak anak banyak rezeki (more children
mean more blessings/sustenance/luck). However, this
proverb never mentions the ideal number of children
but implicitly mentions that rezeki is attached to each
child, and parents should never worry about his/her
future. Therefore, the paradigm should be dynamic as
well, i.e. rather than decide the ideal number of
children, we should mention the benefits of having a
small household’s size.

Small and Financially Strong Households

A small household’s size is encouraged by the Keluarga
Berencana (family planning) programme that
significantly cut half of the total fertility rate (TFR) in

four decades, from 5.666 in 1960 to 2.512 in 2000.
However, slower progress occurs after 2000, make
Indonesia’s TFR is the highest among neighbour
countries, e.g. Malaysia, Singapore, and Thailand. At
the household level, higher TFR reflects higher
financial challenges. Families with more household
members will have higher expenditure (with the same
standard of living) or a lower standard of living (with
the same expenditure level) than smaller families.
Unfortunately, large families sometimes earn money at
a similar level with small families; make lower savings
and asset accumulation for them.

Household’s inability to maintain a standard of living
can wider the gap between the rich and poor (Soseco,
2010, 2018, 2019). When inequality becomes too high,
it harms the economy, deters investment, makes a less-
resilient economy, and even brings about political and
social instability (Ostry & Berg, 2011; Wah, 2000).
Other impacts of inequality are for example health
issues, crime, and education (Wilkinson & Pickett,

49


http://ejurnal.kependudukan.lipi.go.id/ojs248jki/index.php/jki/index
http://ejurnal.kependudukan.lipi.go.id/ojs248jki/index.php/jki/index

Jurnal Kependudukan Indonesia | Edisi Khusus Demografi dan COVID-19, Juli 2020 | 49-52

2009). Children who have poor parents are highly likely
to be trapped in low net wealth conditions, as their
parents did. On the other hand, the richest people can
easily generate more wealth through inheritance,
monopoly, and cronyism (Oxfam, 2018).

During a crisis, families need a buffer to maintain their
living standards. The short-term emergency financial
sources usually borrowing from other parties or
withdraw savings. While for the longer period e.g. in a
prolonged crisis, households earn money from wealth
conversion (i.e. sell their property, farm, vehicles,
jewellery). Households should also manage their debts
carefully because debts will reduce the total value of
household wealth. High wealth but if accompanied with
high debts will leave a small amount of net wealth for
families or even negative net wealth.

Wealth is an objective measurement to replaces the
abstract concept, rezeki. Theoretically, more monetary
or non-monetary rezeki means a household’s ability to
obtain higher income, savings, and asset ownership.
Wealth can also reflect wellbeing, i.e. purchasing power
to buy goods and services (Fitzsimmons & Leach, 1994;
Wakita, Fitzsimmons, & Liao, 2000; Williams &
Manning, 1972). Moreover, wealth can also be
inherited, makes wealthy parents usually have wealthy
children (Oliver & Shapiro, 1990). People with higher
incomes generally have more wealth, but these
measures are not interchangeable, i.e. people with more
wealth do not mean always have a high income. (Filmer
& Pritchett, 2001; Gibson, 2017; Oliver & Shapiro,
1990).

Comparing to income, wealth is better to reflect
wellbeing as households tend to conceal their income
(e.g. for security reasons or to avoid tax) or prefer not
to report irregularly received-income. (Birdsall, 2010;
Brown & Gray, 2014). Besides, income is a transitory
character, meaning that past income does not
necessarily reflect future income or wellbeing (Oliver
& Shapiro, 1990). Wealth also better than expenditure
to reflect wellbeing as households will always have an
expenditure even though they have zero income; to pay
their expenses, households can use convert their assets
(Friedman, 1957). This idea also supported by
McKenzie (2005), Birdsall (2010), Senik (2014),
Rothwell and Robson (2018), and Clementi, Dabalen,
Molini, and Schettino (2018). More specifically, the
Expenditure report usually biased downward for the top

and bottom of the distribution (Brown & Gray, 2014;
Clementi et al., 2018; Ward, 2013).

Focus is then aimed at the household level as household
members can enjoy high wealth even though the wealth
is registered under other household members. Besides,
social stratification cannot easily be recognized from
individuals’ attributes but households’ attributes.
(Filandri & Olagnero, 2014; Parkin, 1971; Wakitaet al.,
2000). A more specific approach to measure financial
strength is through net wealth that is obtained from total
wealth deducted by debts (Fitzsimmons & Leach,
1994). Then, the equivalence factor plays a role, i.e. to
adjust net wealth with the number of household
members (Clementi, Gallegati, & Kaniadakis, 2012).

The Benefits of Small Household Size

The benefits of a small household’s size can be revealed
by investigating the relationship between the
household’s size and household’s net wealth over time.
From the observation for 1993-2014, only the richest
(decile 10) and the poorest households (decile 1 and 2)
have a positive effect while households in deciles 3-9
have a negative impact.

For the richest households (decile 10), additional family
members increase household’s net wealth as children
from this decile usually have characteristics that enable
them to get higher income and net wealth (e.g. better
health, education, or experience). Besides, they usually
married with spouses from the same socio-economic
class, allowing them to preserve and inherit high net
wealth. While for the poorest households (decile 1 and
2), additional family members increase their net wealth
as children from these classes usually have low
education and enter the workforce earlier than others.
Besides, they tend to marry at an early age, driven by
an image that marriage is a financial solution. For
deciles 3-9, additional family member reduces their net
wealth because the rising expenditure is not easily
covered by the increasing income. Larger household’s
size prohibits themselves to find other occupation,
move temporary, or relocate permanently. Besides,
households usually use debts to finance their large
expenses (e.g. buy property or vehicles) resulting in a
negative component of net wealth.
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CONCLUSION

We ought to aware of the pseudo-increase of net wealth,
i.e. households able to increase their net wealth but
unable to push them to higher decile. As the
household’s relative position is affected by responses
from other households, there will be three alternative
conditions. First, the increase of household’s net wealth
keeps it to the same decile as other households
experience a similar increase. Second, the increase of
household’s net wealth pushes it to higher decile as
other households receive smaller net wealth increases.
Third, the increase of household’s net wealth drags it
down to lower decile as other households enjoy a higher
increase in net wealth. To be considered as wealthier
than others, one household should significantly increase
its net wealth, allow it to move to a higher class, and
leave other households in the same decile. Therefore,
poverty reduction is not achieved just from increasing
household’s net wealth but also enabling them to move
to higher decile.
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