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This research shows that the economy goes through under- and over-investment

in education in the process of economic development. In early development stages, young parents
have relatively large family sizes with no prospect for future investment in child education. Under
the circumstance, they cannot afford the education cost even if their children turn out to be
unexpectedly competent, leading to under-investment in education. Then we propose a redistributional

policy that mitigates such an inefficient resource allocation between the quantity and the quality
of children. As an extension of the research, we then engaged in developing the dynamic model that
endogenizes technological progress and (although it is incomplete) considered the possibility of a
middle income trap.
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