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Abstract

The family is an institution within which exchange takes place. The state depends on
the productivity of families for its current and future revenues. Yet, work on family
policy often ignores the role of local knowledge, incentives, and special interests,
while families themselves are often overlooked in accounts of the unintended conse-
quences of public policy. The work of Julian Simon is a notable exception. Building
upon his insights about the family’s production of children in particular, this paper
offers a way to think about family policy that is consistent with both family econom-
ics and public choice. I conclude by applying some basic principles to better under-
stand three patterns: the gap between intended and actual fertility in the developing
world today, the lack of successful pro-natal public policy, and the oscillation of
totalitarian family policy.
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1 Introduction

“The family may fairly be considered, one would think, an ultimate human
institution. Every one would admit that it has been the main cell and central
unit of almost all societies hitherto, except, indeed, such societies as that of
Lacedaemon, which went in for ‘efficiency,” and has, therefore, perished...”
—G.K. Chesterton

3

Since Bastiat, economists have prided themselves on seeing the ‘“unseen”
forces which shape and guide society. This goal, however, is hampered when
there are trade barriers within the discipline. The “unseen” which family econom-
ics tries to bring to light — exchange within the family — and the “unseen” investi-
gated by public choice — exchange within the state — too often run parallel to one
another. A coherent theory of family policy is missing.

Anyone can see that these two institutions have an important relationship.
State revenues depend on the productivity of families as well as firms. Mandatory
spending — in areas tradi- tionally in the purview of families like elderly care and
children’s education — amounted to 12.9% of United States GDP in 2019 (CBO).
Courts have increasingly defined and regulated familial relationships, a phe-
nomenon Brinig (2000) refers to as the lifting of the “marital veil.” Recent work
documents significant “Kuznets facts” for the family throughout the stages of
economic development (Greenwood et al., 2021). Still, the relationship between
families and states is not well understood.

This paper does not offer a complete theory of family policy, but it does sug-
gest a way to begin: an increase in trade between the fields of public choice and
family economics. As it stands, much of the work on family policy fails to take
public choice insights — such as the potential for unintended consequences, knowl-
edge and incentive problems, and the role of special interests — into account. The
canonical textbook that introduces students to the field of public choice, Public
Choice III (Mueller, 2003), does not contain an entry for the term “family.” There
are, of course, notable exceptions. Foremost amongst them is the work of Julian
Simon on population growth.

Building upon many of Simon’s insights, I work towards a theory of family
policy by focusing on three principles: 1) families produce people, 2) people
produce ideas, and 3) familial production occurs privately. State actors exhibit
an interest in family policy because their revenues are impacted by population
growth and the growth of ideas, though their interests may diverge from family
members because of the third principle. I test this approach by applying it to three
patterns in family policy:

1. A fertility gap exists across most countries today, indicating that couples are not
able to complete their fertility plans.

2. Family policy has historically been very successful at lowering fertility rates, but
largely unsuccessful at increasing them.

3. Central planners of economic life tend to be central planners of family life as well.
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I find that considering the public choice aspects of family policy can help explain
these patterns, and hopefully, caution against future proposals for public interven-
tion in family life.

As Gary Becker is recognized for his foundational research in family economics,
Julian Simon deserves recognition for his work on family and population policy.' T
count it as no co- incidence that Simon naturally incorporated public choice insights
in his approach to family and population policy, since he was a scholar in the main-
line tradition of economics. Because of his lifetime work, those wishing to under-
stand the complex relationship between the family and the state can now look to an
example.

2 Background
2.1 Family economics

In their pioneering contribution to family economics, Becker and Murphy (1988)
write:

We believe that a surprising number of state interventions mimic the agree-
ments that would occur if children were capable of arranging for their care.
Stated differently, our belief is that many regulations of the family improve the
efficiency of family activities (p. 1)

If this is correct, then family policy is a rather unique area. It would seem to be
protected from the usual knowledge and incentive problems that these same econo-
mists have often pointed out in other areas (Becker et al., 2006, 2011; Murphy &
Topel, 2006). But this is unconvincing, since knowledge and incentive problems are
likely to be the largest when states intervene upon the smallest, most private organi-
zation in society — the family. Still, we might dismiss these concerns if families were
not important for the overall productivity of society. Yet the evidence overwhelm-
ingly indicates that families play a critical role in determining a variety of economic
and social outcomes, such as poverty (Lerman, 1996; Peterson, 1987), human capi-
tal (Doyle et al., 2013), social mobility (Chetty et al., 2018), and political values
(Jennings & Niemi, 1968; Wolfinger & Wolfinger, 2008).

While the field of family economics has progressed since the work of Becker,
many of its underlying assumptions about the state remain unchanged. In addition to
postulating benevolence, three key insights from public choice have yet to be incor-
porated: 1) knowledge and incentive problems, 2) unintended consequences, and 3)
the role of special interests. Simplifying various aspects of reality are, of course,

! There are, of course, many who do recognize Simon’s contributions and have devoted time and efforts
at introducing them to a broader audience. Amongst such scholars are Don Boudreaux (Boudreaux,
2008, 2011), Paul Dragos Aligica (Aligica, 2009), Byran Caplan and Art Carden (Caplan, 2011), and
Peter Jacobsen (Jacobsen, 2020). The Simon Abundance Index that was recently started by Human Pro-
gress and the Cato Institute also deserves mention: https://www.humanprogress.org/the-simon-abund
ance-index-2020/.
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always necessary, but the extent to which state action has been simplified by fam-
ily economists is no longer warranted given the advances in other economic fields,
namely, public choice.

2.2 Public choice

Just as family economics has yet to incorporate the contributions of public choice,
public choice has scarcely begun to acknowledge the family. Young fields may be
excused from foreseeing all their implications, though the continual expansion of
family policy has made family a pressing issue, as demonstrated, for example, by
Hall (2014) on the moderating role of the family in politics. There are two primary
ways in which public choice has neglected the family: 1) not accounting for family
effects when it comes to cataloguing the unintended consequences of policy, and 2)
leaving the role of special interests in family policy undocumented.

This is not to say that public choice scholars have paid no attention to the family
— rather, an unpublished manuscript by James Buchanan reveals his interest in the
economic approach to marriage.” It is evident from this brief essay, “Marriage and
Opportunity Cost,” that Buchanan thought it especially important that the new field
of family economics did not stray from the “fundamental principles” of economics.’
This paper picks up where Buchanan left off, by applying the fundamental principles
of economics, which include public choice, to the area of family policy.

2.3 Exceptions

I have argued that family economics and public choice could gain from increased
trade. However, scholars within the mainline economic tradition have been an
exception, naturally approach- ing family policy with a more consistent framework.
Horwitz (2015) is a primary example of a Hayekian approach to family life, as is
the work of Kasun (1978, 1988, 1997, 1999). For instance, Kasun (1997) begins her
study of the subsidized family-planning industry by noting how:

Austrian economics has long understood that government subsidies of private
activities distort incentives, encouraging recipients to use and/or provide more
of the services than would otherwise be the case, and to devote resources to
lobbying for the protection and promotion of the services (p. 47).

She goes on to identify basic errors in a series of studies claiming that govern-
ment subsidies for contraception, sterilization, and abortion reduce reliance on pub-
lic assistance. Kasun (1997) confirms the economic intuitions about moral hazard,
showing that: “higher expenditures on government-subsidized birth control are asso-
ciated with higher ratios of unwed births, higher rates of teenage pregnancy, and

2 Another exception to this is Leeson and Pierson (2017) on the economic causes of no-fault divorce,
although the authors have trouble identifying a special interest group.
3 The Appendix contains a transcription of Buchanan’s brief manuscript.
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higher levels of dependency” (p. 70). Though evidenced by the case of subsidies
for population reduction, her basic theory also indicates that subsidies for increased
population growth would similarly distort incentives.

Research on school choice has also avoided overly simplistic assumptions about
political actors and institutions. One reason might be the existence of a clearly-
defined special interest group: teachers unions. For example, DeAngelis and
Makridis (2020) studies school openings during the COVID-19 pandemic and find
that school districts in locations with stronger teachers’ unions are less likely to reo-
pen in person, even controlling for differences in local demographic characteristics.
Agostinelli et al. (2020) is another such example, documenting how school closures
during the COVID-19 pandemic have the most negative impacts on the children in
low income neighborhoods. Classic papers in school choice (Hoxby, 2003) as well
as recent work (Pakaluk, 2021) highlight how current education policy in the United
States suffers from knowledge and incentive problems when it comes to improving
educational outcomes for children.

2.4 Julian Simon as an example

No scholar so consistently combined the insights of family economics and public
choice as did Julian Simon. For instance, Simon (1993) overviews the intellectual
history of population control, noting how it was used as a tool for state interests
(including Keynes’s rejection of Malthus once he realized that population growth
stimulated aggregate demand). The references in (Simon, 1993) to Hayek are of spe-
cial interest:

Friedrich Hayek (1989) recently published important work on the very-long-
run evolu- tionary effects of population growth upon cultural patterns. The
reason for mentioning this work in a historical survey is that Hayek harbored
these ideas for half a century, and they are implicit in his discussion of the
market as a discovery process (1960, early chapters); he refrained from pub-
lishing these ideas because he did not know of empirical evidence that contra-
dicted the conventional wisdom that population growth has negative effects in
the intermediate and long run.

Simon was the one to provide such empirical evidence. In a matching footnote,
Simon expands on the correspondence between himself and Hayek — correspond-
ence that “means more to me than anything else that anyone has written about my
work,” on this issue.* Though he (to my knowledge) never took a course on public
choice or family economics, Simon’s personal involvement in development projects

4 As Hayek wrote: “I have never before written a fan letter to a professional colleague, but to discover
that you have in your Economics of Population Growth provided the empirical evidence for what with
me is the result of a life-time of theoretical speculation, is too exciting an experience not to share it with
you. The upshot of my theoretical work has been the conclusion that those traditional rules of conduct
(esp. of several property) which led to the greatest increases of the numbers of the groups practicing
them leads to their displacing the others...”
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aimed at lowering fertility convinced him deeply that those involved in population
control do not always have the interests of families in mind, if only through lack of
knowledge.” He applied this understanding to three main areas connected to fam-
ily policy: population control, immigration, and government propaganda concerning
both.

For the purposes of this paper, the most important argument made by Simon,
found in Simon (1977) and his subsequent works, is that policies aimed at reducing
the number of people in a country are not only harmful to families, but ultimately
detrimental to economic growth. Simon was not naive; he recognized that an addi-
tional person implies higher costs in the short run, even if there are unseen, greater
benefits in the long run. In his own words:

The real population problem, then, is not that there are too many people or that
too many babies are being born. The problem is that others must support each
additional person before that person contributes in turn to the well-being of
others (Simon, 1996).6

It is from this insight that this paper begins to build a theory of family policy.

3 Toward a theory of family policy

There is, of course, a fundamental unity across all fields of economics. Boettke
and Lopez (2002) emphasize that public choice, as a field, simply applies the eco-
nomic way of thinking to political processes. Moreover, they point out that “Mises
is arguably the first scholar to champion a unification of the social sciences by way
of a common rational choice model” (Boettke & Lopez, 2002, p. 111). A theory of
family policy informed by both family economics and public choice would retain
this commitment to methodological individualism, exchange via institutions, and
rational choice as understood by the mainline tradition.

More specifically, there is a natural overlap in the interests of family economics
and pub- lic choice. Families (whether domestic or foreign) are the source of labor
in society. Simon is again notable for highlighting the connections between policies
aimed at population control and immigration throughout his life’s work. Families

5 The preface to Simon’s magnum opus, Simon (1996), tells the story of the moment he realized that
the population control policies he and others were pushing had little or no empirical or theoretical basis:
“What business do I have trying to help arrange it that fewer human beings will be born, each one of
whom might be a Mozart or a Michelangelo or an Einstein—or simply a joy to his or her family and
community, and a person who will enjoy life?”

6 The preceding paragraphs are included for further context: “For the first decades of its life, an addi-
tional child certainly is a burden not only on its parents but also on others. Brothers and sisters must do
with less of everything except companionship. Taxpayers must cough up additional funds for schooling
and other public services... Just as surely, however, an additional person is also a boon. The child or
immigrant will pay taxes later on, contribute energy and resources to the community, produce goods and
services for the consumption of others, and make efforts to beautify and purify the environment. Perhaps
most significant for the more-developed countries is the contribution that the average person makes to
increasing the efficiency of production through new ideas and improved methods” (Simon, 1996).
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are also major investors in the human capital of their members (Becker, 1981; Buck-
les & Munnich, 2012; Doyle et al., 2013). Moreover, two organizational features of
the family are mimicked by states: the redistribution of income and the provision of
public goods. Breton (1989) provides an interesting discussion of how these func-
tions of the family have increasingly been overtaken by states. Lastly, the family has
at least two explicit ties to the political order: its ability to act as an interest group,
and its contribution to social order, or in other words, the legibility of the population
(Scott, 2020).
The connections between the family and the state can be summarized as follows:

1. Families increase state revenues:

e As the source of labor
e As the primary investor in human capital

2. Families compete with the state:

e Asa producer of public goods
e As adistributor of income

3. Families exchange with the state:

e As an interest group
e As the basis of social order

A general theory of family policy would account for all of these. However, the
many links between the family and the state prohibit a satisfying analysis within the
confines of a single paper. For example, consider how thoroughly one could investi-
gate the interest-group potential of families.” At first glance, each family is diverse
and contains members with a wide variety of interests. It seems strange to imag-
ine families lobbying for more state funds to be allocated toward families per say
(although some universal basic income proposals pretend to do this). On the other
hand, the ascendance of family policy itself might be explained by the interest group
activities of family members qua family members (Gauthier, 1996). Policies such as
child tax credits, Social Security, and public education unite the diverse interests of
families. Put differently, the public choice analysis proposed by this paper could be
read as a cautionary tale for family members seeking political benefits.

7 1 thank two anonymous reviewers for insights on the following points.
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What counts as family policy? A de facto definition is needed, since economists
want to know how individuals are affected in their everyday lives. Certainly, nearly
all public policies have some impact on family life. For the purposes of this paper, I
define family policy as any policy that impacts the exchange between family mem-
bers as family members. While minimum wage legislation may upset families by
decreasing the hours of work available to a single mother or the job opportunities
for a high school student, it cannot be said to impact these individuals as family
members per say (i.e., because they are family members). However, laws that regu-
late child care will directly impact the exchange between parents and their children,
and thus such a policy qualifies under my definition. Of course, the traditional area
of family policy — dealing with divorce, child support, and other such legislation
— clearly fall within this description as well.

3.1 Three principles

To tie public choice and family economics together, I present three principles which
could be used to undergird a theory of family policy. The first principle is that fam-
ilies produce people. This is their foremost contribution to societies and also the
primary reason that state actors would be interested in regulating familial produc-
tion. Simon (1996) adds a crucial insight regarding the specifics of this production
process:

But we can agree that there is still a population problem, just as there is a
problem with all good investments. Long before there are benefits, we must tie
up capital that could otherwise be used for immediate consumption.

The organizational structure of the family facilitates the sacrifice of labor in one
generation for an increase in labor for the next. More generally, the family is an insti-
tution which minimizes transaction costs between its members. From the state’s per-
spective, population growth means relatively lower productivity in the short run but
relatively higher productivity in the long run. This can become a problem if those
giving up the short-run revenues are not expecting to reap the benefits of population
growth the long run. As Buchanan and Wagner (1977) points out, the time horizons
of policymakers, bureaucrats, and family members may be very different. The fact
that fertility can be viewed as an intergenerational investment project means that the
costs and benefits of an additional person will vary depending on the time horizon
taken into account.

The second principle is that population growth produces more ideas and innova-
tion Simon (1996). Not only is the “production” of people a process of diversifica-
tion, but the problems caused by additional people are also an impetus toward inno-
vation. Within the context of a market economy, good ideas can be translated into
new technologies and products which make everyone better off (Holcombe, 2009).
While families may bear the majority of costs and enjoy the majority of benefits,
the added possibility of technological progress extends the “boon” of an additional
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Fig. 1 Trends in Firms and Labor Supply from 1979 to 2012. Source: Fig. 1 in Karahan et al. (2019).

person to society. The institutions beyond the family will determine the magnitude
of this effect.®

In a free society, the costs of raising children are largely internalized by the fam-
ily. With the expansion of government, however, the range of parties affected by
the fertility decisions of couples is extended. This principle is also consistent with
economic research that points out the dangerous effects of a declining population
on standards of living (Jones, 2020). For example, Karahan et al. (2019) find that
declining labor supply growth since the late 1970s explains about two-thirds of the
decline in the startup rate in the United States. Figure 1 documents these trends.

Additionally, Liang et al. (2018) and Derrien et al. (2020) provide evidence that
firms located in younger populations produce more innovation than companies
working with a relatively older labor force.

The third principle is that people production occurs privately.” From the main-
line per- spective, the locality of this decision-making is a feature — those with the
knowledge necessary to make the optimal fertility decisions are the parents them-
selves (Hayek, 1945). Or, as Simon (1996) argued more explicitly: “The contention
that poor and uneducated people breed without constraint is demonstrably wrong.”
Thus, even minor subsidies or regulations regarding fertility may distort parental
incentives in unpredictable ways, since children are indivisible and may ex- hibit
nonlinear costs and benefits, i.e., the cheaper by the “dozen” effect (Holmes and

8 As in Simon (1996): “Which is more weighty, the burden or the boon? That depends on the economic
conditions and institutions, which we shall discuss at some length. But also, to a startling degree, the
decision about whether the overall effect of a child or migrant is positive or negative depends on the val-
ues of whoever is making the judgment—your preference to spend a dollar now rather than to wait for a
dollar-plus-something in twenty or thirty years, your preferences for having more or fewer wild animals
alive as opposed to more or fewer human beings alive, and so on. Population growth is a problem, but
not just a problem; it is a boon, but not just a boon. So your values are all-important in judging the net
effect of population growth, and deciding whether there are too many or too few people.”.

° 1 focus on the production of children in this section, but these principles apply equally to the other
things produced within families — insurance, economies of scale, companionship, etc. — which Becker
(1981) calls “Z-goods.”.
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Tiefenthaler, 1997; Lino et al., 2014). However, from the perspective of the state,
a family may produce a quantity or “quality” of children that is undesirable. State
actors may have preexisting policy commitments that make the marginal child more/
less costly than otherwise would be the case. It is when the couple and the state
diverge in their willingness to sacrifice the necessary capital and labor for an addi-
tional child that conflicting plans arise. The state is no longer furthering family
interests, but rather, has an incentive to use family policy to achieve different goals.

3.2 Three patterns

The effects of family policy are still not well understood. At least three patterns
emerge from historical and contemporary experience:

1. A fertility gap exists across many countries today, indicating that couples are not
able to complete their fertility plans.

2. Family policy has historically been successful at lowering fertility rates, but it
has been unsuccessful at increasing them.

3. Central planners of economic life tend to centrally plan family life as well.

First, a fertility gap, which measures the divergence between fertility intentions
and com- pleted fertility, exists across most countries in the world today. For exam-
ple, Beaujouan and Berghammer (2019) use a cohort approach in which women
aged 20-24 were asked about their intended family size and then this number was
compared to their completed cohort fertility at age 40-42 to document the fertility
gap. They also calculate rates of “excess childlessness,” in which they compare the
number of women aged 20-24 uninterested in having children to those ending up
childless at ages 40-42. Their results for excess childlessness across the U.S. and
Europe are shown in Figure 2.

While Beaujouan and Berghammer (2019) only report responses from a survey of
women, not men, this fact might actually bias their fertility gap findings downward.
For example, Doepke and Kindermann (2019) report that women in low-fertility
countries are more likely to disagree to having another child than men.

Second, the historical cases of pro-natal policy appear remarkably ineffectual
when com- pared to those of anti-natal policy. This in itself is evidence that the con-
nection between families and states is extremely complex. Table 1 records family
allowances relative to the average male manufacturing wage across select countries,
from 1949-1975, with corresponding fertility rates.

There is no clear relationship between family allowances and fertility, either
within country or across countries. Russia provides one of the longest case studies
given its history of interventionist family policy beginning in the Soviet era. Fig-
ure 3 provides estimates of the Russian population from 1895 and projected through
2045. Ediev (2001) compares this to a “no disturbances” scenario where wars, fam-
ines, and other strife from the Soviet period are absent.

Even though the USSR’s pronatalist policies began in the 1930-40s with Stalin’s
monthly payments to “Heroine Mothers,” it is evident that Soviet policies aimed at
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Children at age 40—42. Source: Fig. 1 in (Beaujouan & Berghammer, 2019, p. 525).

Table 1 Family Allowances for a Two-Child Family and Fertility Rates, 1949-1975

Country Allowances as % of male wages* Fertility**

1949 1961 1970 1975 1960 1970 1975
England and Wales 3.9% 2.9% 3.5% 2.7% 2.68 24 1.78
France 18.7% 13.2% 7.5% 5.5% 2.73 2.48 1.93
Germany - - 2.2% 6.7% 2.37 2.02 1.45
Japan - - - - 2.01 2.13 1.91
Sweden 9.6% 6.4% 6.1% 5.1% 2.17 1.94 1.78
United States - - - - 3.61 2.48 1.77

*The average manufacturing wage for males. **Fertility refers to the average number of children per
woman. “-” indicates no monthly allowance program in place during this period

Source: Tables 4.4 and 7.1 in Gauthier (1996)

increasing fertility were ineffectual. Moreover, population decline is a pressing issue
for Russia today; Frejka and Zakharov (2013) overviews Russia’s pronatalist policy
packages from 1981 to 2007, concluding that “continued population decline in Rus-
sia is almost inescapable” (p. 644).

Finally, central planners of economic life tend to be central planners of fam-
ily life as well. Consider the major central planning agencies in recent history:
the Communist Party of the Soviet Union (CPSU), the Chinese Communist Party
(CCP), and international development agencies like USAID, the World Bank,
and the International Monetary Fund (IMF). Without exception, each of these
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Fig. 3 Russian Population Trends vs. a “no disturbances” Scenario. Source: Fig. 6 in Ediev (2001)

organizations has been or is still committed to population control. For example,
a well- cited paper from the World Bank (Lakshminarayanan, 2007) called for a
revival of interest in finding strategies “to achieve sustainable reductions in fer-
tility... and build a consensus view in which unsustainably high fertility is once
again included in discussions with governments” (p. 3). Moreover, the report
admits that:

The main reason for not using contraception in many high-fertility countries
in Sub- Saharan Africa is a desire to have more children, rather than unaware-
ness about fer- tility control or lack of access to contraception. Therefore,
interventions that aim to lower fertility in Sub-Saharan African countries will
need to address the high demand for children (Lakshminarayanan, 2007, p. 16)
(emphasis added).

This situation is later referred to as a “motivation issue” (Lakshminarayanan,
2007, p. 28). Without the insights of public choice and Julian Simon, is not immedi-
ately clear why individuals in these organizations would have population goals that
diverge from the desires and plans of family members themselves.

4 Accounting for patterns in family policy

The framework presented in this paper, building on the work of Julian Simon, iden-
tified three principles for thinking about family policy: 1) families produce people,
2) people have ideas, and 3) familial production occurs privately. I now apply these
principles in the context of three case studies below, demonstrating how combining
insights from public choice and family economics can help to explain the observed
patterns in family policy.
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4.1 Pattern1

A fertility gap exists across many countries today, indicating that couples are
not able to complete their fertility plans.

Fertility gaps are measured by comparing fertility intentions to fertility rates.
Beaujouan and Berghammer (2019) calculate the fertility gap and excess childless-
ness for the cohort of women born in the 1970s across 19 European countries, find-
ing that “while fertility rates are generally low in Europe, fertility intentions remain
close to replacement level” (p. 508). One extreme of the fertility gap is excess child-
lessness, which refers to the number of women aged 20-24 who intended not to have
children compared to the number of women who ended up without children by ages
40-42. Since the question about fertility intentions is asked to these women in their
early twenties (specifically chosen as an age when they are likely to have completed
their education), but completed fertility is not measured until their early forties, this
seems like a classic case of stated preferences diverging from revealed preference.'”
In other words, perhaps women tend to underestimate the marginal costs and/or
overestimate the marginal benefits of children.

However, this an unsatisfactory explanation. First, if women are merely poor pre-
dictors of their own actual fertility, why do they systematically err in the same direc-
tion? If these trends could be attributable to lack of information, errors in judgement
may be expected to cancel each other out (e.g., some women would discover that
they like children more than they predicted). Second, the tendency of young women
to over-predict their own fertility holds across drastically different political and eco-
nomic institutions. Stone (2019) looks at fertility ideals across the globe and con-
cludes that “most women around the world, even most women in countries outside
of Europe and North America, are more likely to undershoot than overshoot their
fertility ideals.” If the fertility gap was primarily due to underlying economic or
political variables, such a consistent pattern would be unusual. Finally, some of the
women asked the question about fertility intentions already have children (restrict-
ing only on age), indicating that the fertility gap is not simply the result of women
updating their priors after having their first child. The ubiquity of the fertility and
childlessness gaps invites the consideration of external explanations.

One trend that has been affecting women all over the world in the past century is
increasing political experimentation with “family policy” (Gauthier, 1996). Public
choice scholars have un-covered a myriad of the unintended consequences of public
policies; family policy is no exception. While there is still much work to be done, a
few recent studies of specific U.S. regulations identify the consequences they might
have for fertility. For example, Gorry and Thomas (2017) investigate the rising cost
of child care and find that:

10 The specific question used by Beaujouan and Berghammer (2019) is: “(In addition to the child you are
now expecting [pregnant]) how many (children of your own [childless]) (more children [parous]) do you
want?”
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Fig.4 Excess Childlessness in Select Countries, Decomposed by Educational Achievement of Women.
Source: Fig. 4 in Beaujouan and Berghammer (2019).

e Regulations on child-staff ratios, group size restrictions, and education require-
ments are all associated with higher prices for childcare

¢ Such regulations are easily observable but do not necessarily increase the quality
of care

In a similar vein, Nickerson and Solomon (2020) look at U.S. child car seat regu-
lations that are intended to protect small children. They find that these regulations
have unexpected, adverse effects on the fertility decisions of parents since they raise
the cost of the marginal (often third) child by requiring parents to purchase new cars
in order for all the car seats to fit. In particular, these regulations prevented just 57
car crash fatalities of children in 2017 while leading to a loss of over 3,500 births
per year since 1980 (Nickerson & Solomon, 2020)."!

An important clue, perhaps, lies in the fact that the fertility gap is positively
correlated with educational achievement. Figure 4 illustrates the excess childless-
ness experienced by women across several countries, decomposed by their level of
education.

" Another important aspect of unintended consequences concerns the funding for programs that might
otherwise lower the cost of the marginal child. Sawhill (2006) examines the burden of U.S. federal debt
upon future generations:* ‘$156,000 in debt.” That’s the amount that every American child already owes,
on behalf of his or her country, if you add our $8.3 trillion national debt, plus unfunded commitments to
Medicare, Social Security and other entitlement programs...” It is worth noting that the socioeconomic
groups where fertility rates are the lowest are also those bearing the highest tax rates.

@ Springer



The family and the state: a public choice perspective 397

Since high educational attainment often brings with it a relatively higher income,
why are the most advantaged women the least likely to fulfill their fertility plans?
A theory of family policy could shed light on the matter. First, there might be dis-
tortions in the marriage market, leading to fewer opportunities for high-education
women to fulfill their fertility plans. The subsidization of college (insofar as it dis-
torts signals) and decline of other matching institutions in civil society may have a
role to play in this (Kirkebgen et al., 2021). Second, recall that producing people
(i.e., fertility) requires a substantial short-run sacrifice of labor. Labor is not homo-
geneous, however, even from the perspective of the state. Some groups have much
greater average productivity than other groups. This means that state revenues and
firm profits would be lower if those with higher productivity (e.g., highly skilled
female workers) took time off to raise children (or even just needed more flexibility)
than if those with lower productivity made the same decision. This fact also sheds
light upon the anti-natal policies in both the Soviet Union and China which sur-
prisingly allowed for exceptions amongst minority groups. Why would an autocratic
regime encourage fractionalization? One key factor may be that labor from an edu-
cated majority is relatively more costly to sacrifice for long-run population growth
than labor from relatively unskilled minority groups. Put differently, state actors try
to shift the costs of population growth to the group with the lowest opportunity cost
from the state’s perspective. The group homes for poor, single mothers in Soviet
Russia, designed to increase their fertility, are evidence of this as well.

4.2 Pattern2

Family policy has historically been successful at lowering fertility rates but
unsuccessful at increasing fertility rates.

Policymakers have long been responding to fears of declining fertility by pro-
moting various policies which aim to increase childbearing and support for families
(Gauthier, 1996). Such policies include direct cash transfers to families with chil-
dren, tax relief for households with dependents, maternity and paternity leave, child-
care and schools, and healthcare benefits. Hungary is a recent example, offering a
loan of $30,000 to qualifying couples that will not have to be repaid if the couple
has at least three children. In the United States, “pro-family” policy bundles have
recently been proposed by politicians in both parties.

What is notable about all of these policies, however, is that they have historically
proved futile. Measures taken to reduce birth rates, on the other hand, have been so
successful that they are often reversed in less than two generations. For example,
the coercive anti-natal policies in China and India have skewed the world’s sex ratio
at birth to 107 boys per 100 girls (Follett, 2020). These policies have since been
dismantled, with China increasing the permitted fertility for each family from one
to two children in 2016, and since 2020, increasing this again to three. The case of
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Singapore is also illustrative in this regard.'” After a large propaganda campaign
promoting their “Stop-at-Two” policy in 1966, the Singapore government replaced
it with a “Have-Three-or-More (if you can afford it)” policy in 1987. Currently, Sin-
gapore’s pro-natal policy package includes paid maternity leave, childcare subsidies,
tax relief and rebates, cash gifts, and grants for companies that implement flexible
work arrangements. Despite these efforts, their fertility rate dropped from 1.41 in
2001 to 1.16 in 2018, and Singaporeans still tend not to achieve their ideal family
size (Call et al., 2008).

A theory of family policy can shed light on this unbalanced political track record.
At their root, pro-natal policies face tougher knowledge and incentive problems than
their anti-natal counterparts. Many factors contribute to a couple’s decision to have
a child: timing, religious beliefs, economic concerns, and of course, the heavy hand
of nature. The tacit knowledge required to conceive, bear, and raise a child is per-
haps the ultimate spontaneous order (which makes sense, given that the two most
intimate relationships — the spousal and the parental — are at play in this process)
(Hayek, 1945). As just one aspect of the complexity, consider how a new birth typi-
cally requires an agreement between both parties, and that it is quite common for
one partner to desire another child while the other does not Doepke and Kindermann
(2019). Moreover, the pill has plausibly altered the bargaining power between men
and women, further reducing the incentive to bear children (Beauchamp & Pakaluk,
2019).

One important influence on fertility and family in general that has not yet been
addressed by this paper is religion. In contrast to governments, religious organi-
zations seem to be good at encouraging fertility amongst their members (Baudin,
2015; Schnabel, 2021). While the role of religion is difficult to measure, recent work
has found creative ways to estimate its effects, such as by comparing the fertility of
couples who choose religious or traditional names for their children to those who
choose names that are less conventional (Connor, 2021). Why are religions better
than governments at promoting fertility? First, high-fertility religions (like Catholi-
cism, Islam, and orthodox Judaism) also exhibit higher rates of marriage between
their members, pointing to the fact that the “production process” of children begins
long before they are conceived. Next, religious leaders are locally involved (often
from the community) and able to provide specialized services to couples, such as
organizing child care or marital counseling. Third, there is evidence that peer effects
are important determinants for fertility, and religious communities can be seen as
venues for high-fertility couples to influence the perceptions of couples considering
whether or not to have a child (Edin & Kefalas, 2011).

Barriers to fertility such as sterilization, abortion, financial penalties, or increas-
ing the cost of marriage, on the other hand, are less costly to enforce than aids to fer-
tility. This is because the aids required by couples vary widely (financial resources,
job constraints, family proximity, etc.) and may not be not particular to fertility per

12 T am indebted to Peter Boettke for drawing my attention to this case during our conversations about
Soviet family policy.
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say (e.g., financial aid can be spent elsewhere).!* Enforcing a restriction on the num-
ber of children has only become easier over time with modern abortion technology.
Moreover, there is a serious measurement problem. The lack of children may be
through no fault of the couple (thus more difficult to enforce), whereas pregnancy
is obviously the result of an action taken by the couple. In short, less knowledge is
required when enforcing a one-child rule than promoting a three-child rule.

Finally, we can turn to the demand side. There are good reasons to think that
politicians gain more by gesturing at pro-natal policies than actually committing the
resources to implement them. According to estimates by the Urban Institute, the fed-
eral government spent about $6,700 per child (under 19) in 2019, which constitutes
9% of the federal budget. State and local gov- ernments contribute twice as much
(Hahn et al., 2020). “Pro-family” policies such as child tax credits, public schools,
and family allowances would exacerbate the short-run revenue loss that states expe-
rience when mothers and fathers spend more time and resources on their children
and fewer hours at work. The child will eventually grow up and contribute their and
resources to the economy, of course, but these politicians will be out of office before
they can experience these benefits. Recent work by Lyman (2020) sheds some light
on this point. In particular, he points out that “hyper-targeted” pro-natal policies,
such as in Hungary, have remained generally unsuccessful while broader, more gen-
erous policies, such as in Poland, exhibit better results. This means that policymak-
ers must invest huge sums if they want to see rises in fertility: “Truth be told, trying
to boost birth rates to replacement rate purely through cash incentives is prohibi-
tively costly” (Lyman, 2020).

4.3 Pattern3

Central planners of economic life tend to be central planners of family life as
well.

Skarbek and Leeson (2009) define central planning (in the context of foreign
aid) as the attempt to allocate resources without private property or market prices.
Although central planners cannot discover the resource allocations that maxi-
mize their values, “like anyone else, central planners can increase a given output
by devoting more resources to its production” (Skarbek & Leeson, 2009, p. 392).
States that fit this picture most closely are the large totalitarian regimes of the 20th
and 21st century: the Soviet Union and People’s Republic of China. International
development agencies like USAID, the World Bank, and the IMF also qualify under
this definition. Each of these organizations has extended its efforts to direct the eco-
nomic life of individuals to their family life. The motivations behind family policies
are complex and generally earnest, but a theory of family policy can help identify
the role of special interests in concentrating benefits and dispersing costs through
population control.

13 I thank an anonymous reviewer for help on this point.
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First and most obviously, economic goals and fertility goals are inextricably
linked. A basic reason for central planning in both spheres is that the labor and
ideas of a population may be controlled through family policy. Family policy also
gives centralized regimes greater control over competing claims to loyalty in civil
society, like religion and social clubs, since these groups often have a symbiotic
relationship with the family. Once family policies are introduced and state regula-
tion of family life is established, special interest groups may sustain and increase
these programs over time.

For example, 