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Abstract This paper examines the theoretical propositions and empirical evidence
linking policies and fertility. More specifically, the analysis presented in this paper
draws attention to the complex mechanisms that theoretically link policies and
demographic outcomes: mechanisms that involve imperfect information and deci-
sions that are rationally bound by very specific circumstances. As to the empirical
evidence, studies provide mixed conclusions as to the effect of policies on fertility.
While a small positive effect of policies on fertility is found in numerous studies, no
statistically significant effect is found in others. Moreover, some studies suggest that
the effect of policies tends to be on the timing of births rather than on completed
fertility.

Keywords Demography - Fertility - Public policy
Introduction

Public policies have an undeniable effect on families. Among other things, they
regulate the conditions of employment, define eligibility to welfare benefits, provide
education and health services, and define the rights and responsibilities of parents.
Public policies thus shape family life in defining rights, responsibilities, opportu-
nities, and constraints. Yet public policies have been claimed to have a much more
pervasive effect on families. They have been claimed to be encouraging some types
of family structures over others, and to be providing incentives or disincentives to
cohabit, marry, divorce, and to have children in or outside wedlock. For instance,
according to Popenoe (1988), generous social and welfare policies have destroyed
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traditional family values, have encouraged nontraditional family forms, and have
thus contributed to the decline of families.

The links between public policies and demographic behavior are, however, very
complex. They depend on the type of policies, the levels of benefits, the conditions
of eligibility, and the income and opportunity sets of individuals, as well as the
norms, stigma, and sanctions associated with the receipt of benefits. Isolating the
impact of social and welfare benefits on demographic behavior (from other
determinants) is therefore a difficult exercise, and not surprisingly, one that has led
to contradictory findings.

This paper reviews the theoretical premises and empirical evidence linking policies
and demographic behavior. As such, the paper expands and updates the reviews by
Chesnais (1996), Demeny (1987), Gauthier (1996), Hecht and Leridon (1993),
McNicoll (1998) and Sleebos (2003). Because of the vastness of this field of research,
I confine the discussion to the impact of policies on fertility. I consequently leave aside
the impact of policies on other demographic phenomena including marriage, divorce,
immigration, and mortality. I also leave aside the impact of policies on fertility in the
context of high fertility. As to female labor force participation, I examine it as an
intermediate mechanism in the process linking policies and fertility.

As to the type of policies covered in this paper, I restrict the review to policies
directly targeted at families with children such as direct and indirect cash transfers
for families with children, means-tested child welfare benefits, maternity and
parental leave benefits, and childcare facilities and related subsidy programs.” I thus
exclude other labor market policies, monetary and fiscal policies, education policies
and subsidies, social security policies, family law, etc., even though some of these
policies (including policies without a specific demographic target) may potentially
affect demographic behavior (see Ermisch 1986).

The paper is divided into four main sections. In Section 1, I discuss the theoretical
framework at the basis of the analysis of the impact of policies on families. In Section
2, I review the empirical literature on the impact of policies on fertility, focusing on
studies that have relied on public opinion data and on descriptive statistical analyses.
In Section 3, I then move to the review of multivariate analyses, first focusing on the
impact of cash benefits on fertility, and then on the impact of work-related policies.
In Section 4, I conclude the paper by reflecting on various methodological issues and
by identifying future avenues of research.

Theoretical framework

In their analysis of the determinants of below-replacement fertility, Rindfuss and
Brewster (1996) argue that: “insofar as labor force participation acts as a constraint
on fertility, we would expect fertility to rise in response to any easing of the worker-
mother conflict” (p. 263). By extension, they furthermore argue that: “We would

! T use the term family policies to encompass these different types of policies. However, one should bear
in mind that very few countries have in place an explicit and comprehensive family policy. Instead, the
responsibility for these various policies tends to be scattered across various ministries or departments.
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expect, other things being equal, that improvements in childcare availability,
acceptability, and quality, and decreases in its cost would have a positive impact on
fertility” (p. 271). At the core of these hypotheses is the assumption that
childbearing is a rational decision, and that parents weigh the costs and benefits of
having children against their income, career expectations, own standards concerning
the quality of care for children, etc.

Variants of rational choice theory, including the new home economics theory,
have in fact been used by most authors to study the relationship between policies
and fertility. Thus, according to the neoclassic economic theory of fertility, the
decision to have a child is subject to an economically rational decision (a utility
maximization process), and is a function of the economic cost and benefits of
children, subject to an income constraint and to individuals’ preferences for children
(as opposed to other goods). According to this model, any reduction in the cost of
children (as a result of public subsidy) or any increase in income (as a result of
transfer payments) is therefore expected to increase the demand for children (Becker
1981; Cigno 1991). Policies such as child and family cash allowances, tax relief for
children, subsidies to childcare, and maternity and parental leave benefits are
consequently all expected to have a positive impact on fertility by reducing the
direct or indirect (opportunity) cost of children or by increasing individuals’
income.

This economic model has been very influential in the literature and is at the core
of the assumed relationship between policies and demographic behavior.” It relies
however on five key assumptions; each having potential implications for the
relationship between policies and fertility, and each possibly explaining some of the
unexpected or inconsistent findings in the empirical literature.

First, while in its original formulation an increase in income was expected to
result in an increase in the demand for children (i.e., the number of children), as
discussed by Becker and Lewis (1973), an increase in income may alternatively
result in children of higher quality (i.e., higher cost). The consequence for policies is
important as it suggests that a measure, such as a child benefit, while increasing
income, may not necessarily result in an increase in fertility. For instance, a parent
who is receiving monthly child benefits for his/her only child may decide to use this
money to buy more expensive toys or clothes or to send the child to a higher quality
childcare instead of having a second child.> As will be seen in the empirical section
of the paper, this quality—quantity tradeoff may explain why cash benefits are
usually found to have a very small impact on fertility.

The second assumption behind the economic model of fertility is that individuals
make the decision to have or not to have children based on full information on the
cost and benefits of various alternatives. This assumption has been questioned by

2 From the onset, the economic theory of fertility has also been criticized for its consumerist view of
children. The discussion of this aspect of the theory is beyond the scope of the paper. For more
information, see Blake (1968).

3 The model is unclear with regard to the actual sequencing of events. In the above case it could be
argued that the individual had a first child knowing that by becoming parent he/she would start receiving
child benefits. Alternatively, it could be argued that once the individual has a child and is receiving
benefits, he/she could decide to have a second child because he/she is already receiving benefits.
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numerous scholars on the basis that it is doubtful that individuals have full
information concerning the cost and benefits of children (Goldthorpe 2000).*
Imperfect information is more likely to be the case. Consequently, more recent
variants of rational choice theory have relaxed the full information requirement, and
have formulated a “milder” requirement, namely, that individuals make their
decisions based on the situational information available to them, regardless whether
or not this information is accurate or complete (Goldthorpe 2000). For example, it
could be argued that individuals make their decisions to have or not to have children
based on the perceived cost of children, which may not necessarily correspond to
the actual cost of children. While rational choice theory may easily accommodate
the relaxation of the information assumption, the consequence for the possible
impact of policies is unclear: it may increase the impact of cash benefits if
individuals are underestimating the real cost of children (cash benefits may appear
to be more generous than they actually are), or it may decrease the impact of cash
benefits if individuals are overestimating the real cost of children.

The third assumption is that having a child, marrying, or divorcing is the result of
an economically rational decision. Again, scholars have questioned this assumption
and have framed it in more general terms. As argued by Goldthorpe (2000), an
action may be rational “simply in the sense of being ‘appropriate’ or ‘adequate’
given actors’ goals and given their situation of action which is taken to include their
beliefs” (p. 120).5 If this is the case, the actual level of child benefits, or the actual
duration of parental leave, may not necessarily be assessed at face value by
individuals (in terms of their dollar amount), but may be assessed more generally in
terms of whether or not they are adequate or sufficient to allow them to reach their
goals (for example, family size goals and/or career goals). It is not clear a priori
whether such a decision-making process would increase or decrease the possible
impact of policies, but it is likely to introduce some noise in the relationship
between policies and fertility (because individuals will vary in their perception of
what constitute adequate benefits).

Fourth, in its original formulation, the economic model of fertility assumed that
policies can impact fertility by reducing the cost of children or by increasing
income. Preferences for children, in this model, are taken for granted and are not
seen as being potentially influenced by policies. Recent work on the formation of
preferences has however questioned this assumption and has instead stressed the
importance of factors such as peers, neighbors, habits, traditions, and publicity in
the formation of preferences and values (see, for example, Becker 1996; Becker and
Murphy 2000). Drawing from this work, it could be posited that certain types of
family policies (e.g., cash bonus) may be influencing fertility by valorizing children,
and thus by influencing individuals’ preferences for children. Similarly, policies

4 Goldthorpe (2000) does not raise the issue of imperfect information in the context of fertility decision.
His argument applies generally to rational action theory.

5 In the case of teenagers, this may mean that having a child may be a rational decision, not in economic
terms, but because it provides the teenage mother with a sense of personal worth and responsibilities, and
may provide her with a higher status in her immediate neighborhood. This appears to be the case in some
deprived communities. For example, the high teenage pregnancy rate in remote communities of Northern
Canada has been linked with the perceived elevated social status of being a mother (George 2000).
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such as parental leave may be influencing fertility by making it more socially and
professionally acceptable to take time off to look after newborns.

The final assumption of the economic model of fertility is that preferences
regarding children are homogeneous among household members. This unitary
assumption has been questioned by numerous scholars who have instead proposed
that preferences may differ among household members (Rasul 2002). Without
entering into the details of the other theoretical models proposed, suffice it to say
that the heterogeneity of preferences has potentially large implications on the effect
of policies on fertility in allowing spouses to have different preferences for children
and, by extension, different perceived costs of childbearing and different views
about family, careers, etc. The gender theory proposed by McDonald (2000) makes
a similar point in arguing that gender inequalities are responsible for countries’ low
levels of fertility. While this theory suggests that policies that promote gender
equality could have an impact on fertility, it has not been systematically tested
empirically.

It follows from the above discussion that family policies may therefore be posited
to affect fertility through three different channels: through their influence on the cost
of children (e.g., subsidies), individuals’ income (e.g., cash transfers), and/or
individuals’ preferences. Such a model also allows for the possibility of “imperfect”
information, noneconomic costs and benefits, and the role of societal or community
norms and sanctions (see Goldthorpe 2000; Hechter 1994; Blossfeld and Prein 1998;
Brewster 1994; Sucoff and Upchurch 1998). As will be seen below, it is not easy to
test this model empirically, especially due to a lack of a consistent and
comprehensive database on family policies.®

Empirical evidence I

I begin the review of the empirical literature by first examining the empirical
evidence linking policies and fertility, which is based on public opinion data and
descriptive statistical analyses. While these studies are based on relatively simple
methodologies (not controlling for other possible determinants of fertility), they
continue to be widely cited in the literature as evidence of the positive impact of
policies on fertility. In the next section, I then move to studies based on multivariate
analyses.

Evidence based on public opinion data

The discrepancy between the ideal and the actual number of children has often been
used to identify the window of opportunity of policies. People, it has been argued,
have fewer children than what they considered as being ideal because of barriers to
fertility, including the high cost of children and the incompatibility between family

6 It should be noted that numerous studies on the impact of policies on fertility do not discuss in detail
their theoretical model and underlying mechanisms. Some of the complex mechanisms described above
may account for some of the unexpected findings.
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and work responsibilities.” For example, Chesnais (1996) states that: “the gap
between the ideal and the reality (in terms of number of children) demonstrates that
public policies have failed to remove the obstacles to the realization of fertility
desires” (p. 736). Relevant data collected in the European Communities in the late
1980s suggest that the gap between ideal and actual fertility is around 0.55 children
per woman, a gap that has been interpreted by some scholars as the possible window
of opportunities of policies (European Commission 1990). This line of argument is
convincing, to some extent, when we consider the fact that the gap between ideal
and actual fertility is highest in countries such as Greece and Italy, where limited
governmental support for family is provided, and lowest in countries such as France
with more supportive family policies. It is less convincing in view of numerous
counterexamples, for instance, the fact that the gap between ideal and actual fertility
is also low in the UK despite a much less supportive family policy than in France.

Obviously, there are well-known problems associated with the use of data on the
ideal number of children in order to capture the possible impact of policies
(Bongaarts 1998). Among other things, data on the ideal or expected number of
children tend to be highly volatile (Goldberg et al. 1959; Westoff and Ryder 1977).
Furthermore, when asked about the ideal number of children, people tend to refer to
global norms and expectations rather than what they themselves consider as ideal
(Livi Bacci 2001). In particular, responses to questions about the ideal number of
children tend to cluster around the two-child norm, and very few people tend to
report having zero or one child as the ideal. Interestingly, a recent study by
Goldstein et al. (2003) reports evidence of the beginning of a decline in ideal family
size below the two-child norm. This is important as it suggests that the window of
opportunity that some saw in the gap between ideal and actual fertility may be
decreasing.®

The other type of data that has been used to assess the possible impact of policies
on fertility is public opinion on the perceived causes of low fertility and about
preferred family policy measures. For instance, in a Eurobarometer survey carried
out in 1989, about one third of respondents stated that reasons related to housing and
childcare can influence fertility, and about one fifth gave reasons related to the level
of child allowance (European Commission 1990). If inadequate policies are
identified by respondents as the cause of low fertility, more generous policies could
potentially motivate individuals to have an additional child, but there is no
assurance in these data that it would be the case. Interestingly, respondents in the
nine-country Population Policy Acceptance Survey carried out in the early 1990s
were asked whether or not they would have an additional child if their preferred
family policy measures were introduced. Results suggest that only one or two
respondents out of ten would have another child if their preferred policy measures

7 For example, such an argument has been used in Japan to explain the gap between ideal and actual
number of children (Japan Ministry of Health, Labor, and Welfare 1999). The gap between ideal and
actual number of children was also noted in Switzerland although without reference to policies
(Switzerland Statistics 1997).

8 Aware of the measurement biases associated with the use of fertility ideals, the data used by Goldstein
et al. (2003) attempted at better distinguishing between perceived societal ideals and the respondents’
own personal ideals.
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were introduced, thus translating in an increase in fertility of 0.1-0.2 children per
woman (Kamaras et al. 1998).° This impact of 0.1-0.2 children per woman may in
fact be a much more realistic estimate of the policies’ window of opportunity than
the 0.5-0.6 children per woman estimated on the basis of the gap between ideal and
actual number of children. '

Evidence based on descriptive time-series analyses

The other type of studies that has attempted to assess the impact of policies on
fertility is studies that have examined the historical trends in fertility in relation to
the countries’ policies. For example, the higher level of fertility observed in France
as compared to other Western European countries in recent decades has been argued
to be the result of France’s higher level of support for families (Dumont and
Descroix 1988). For example, fertility rates in France remained higher than those
observed in Belgium and Germany, especially in the immediate post-World War 11
period. Between 1940 and 1999, France’s total fertility has exceeded that observed
in Belgium by an average of 0.2 children per woman. This figure matches that
estimated by Ekert (1986), who concluded that the higher family benefits provided
in France have resulted in a higher fertility of about 0.2 children per woman.

The case of Germany has often been cited as evidence of a positive effect of
policies on fertility. The evidence lies in the fact that until 1976 the fertility rates in
East and West Germany followed similar trends. But starting in 1977, the difference
between them, which was until then negligible, began to increase to reach 0.4-0.5
children per woman. It is argued that the higher fertility observed in East Germany
was the result of a series of family policy measures introduced from 1976-1977,
including an extended maternity leave and a paid childcare leave (Chesnais 1987,
Vining 1984). More recent analyses carried out by Monnier (1990) and Buttner and
Lutz (1990) confirmed the positive impact of the East German family policy
package on fertility: an impact corresponding to an increase of roughly 20% of the
total fertility rate. As noted by Buttner and Lutz (1990), part of this increase was
however the result of earlier births rather than additional births, but the impact was
still significant five to ten years after the implementation of policies. Interestingly,
since the end of the socialist regime and the country’s reunification, not only has the
East German state support for families been substantially reduced, fertility has also
plummeted to unprecedented low levels (Witte and Wagner 1995).

While the above examples provide convincing evidence of a positive impact of
policies on fertility, other examples are less convincing. For example, fertility in
Britain has been tracking very closely that of France in recent decades, despite a
much less supportive family policy. Similarly, while the province of Quebec in
Canada provides a much more supportive family policy than the other provinces, its

° For a discussion of policy acceptance and their potential impact on fertility, see also Palomba et al.
(1989).

10 Results from the second round of the Population Policy Acceptance Survey (PPA2) in Slovenia
suggest a potentially larger impact of policies. However authors such as Stropnik (2001) have been
critical of these results arguing that the hypothetical nature of the questions on policies make them an
unreliable source of information to capture their potential effect on policies.
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fertility has remained either at a level that is lower or equal to that of the rest of
Canada since the mid-1960s—and this despite the adoption of a series of pronatalist
measures from the late 1980s including a generous baby bonus for the second and
third child. However, econometrics evidence discussed in the next section suggests
that fertility in Quebec may have been even lower in the absence of policies
(Milligan 2002). Of course, numerous other factors may explain the similarity in
fertility trends in France and Britain, and the lower fertility in Quebec as compared
to the rest of Canada. What these counterexamples suggest however is that cross-
national and cross-provincial differences in policies do not completely match
differences in fertility, and that other determinants of fertility have to be taken into
account in order to isolate the impact of policies.

Evidence based on bivariate cross-sectional analyses

Cross-national differences in the level of state support for families provide a natural
experiment to test the impact of policies on fertility. From a cross-sectional
perspective, and using countries as the unit of analysis, some studies have shown a
positive relationship between policies and fertility. For example, Finch and
Bradshaw (2003) showed the relatively strong bivariate correlation between an
index of child benefit package (which includes various cash benefits and tax relief
for children) and the total period fertility rate for 2000, and between the child benefit
package for a poor family and the total period fertility rate.!' No statistically
significant correlation was found however between the child benefit package for a
large family and fertility. A series of bivariate correlation analyses between various
policy indicators and fertility for twenty OECD countries by Castles (2003) revealed
no statistically significant correlation between indicators of cash benefits and
fertility but a statistically significant one with a composite index of work and family
reconciliation policies.

The other piece of evidence provided in the literature in support of the thesis of a
positive impact of policies on fertility has come from the bivariate correlation
between female labor force employment and fertility. As has been documented in
the literature, while this correlation was negative in the 1970s, it became positive in
the 1990s. In other words, countries that display a high level of female labor force
participation nowadays are also those that display a higher level of fertility
(Brewster and Rindfuss 2000; Billari and Kohler 2004). This positive correlation
between female employment and fertility runs counter to the economic model of
fertility discussed earlier, which posits that when women are active in the labor
market, they face a higher opportunity cost of children and should consequently
have a lower fertility—unless of course their opportunity cost is reduced by specific
policies. This is exactly what numerous authors have argued, namely, that the
reversal of the correlation between fertility and female employment provides
evidence that policies can ease the incompatibility between work and family

1 The analysis was based on 17 OECD countries but excluded Austria, New Zealand, and the USA.
While the reasons for excluding these three countries are unclear in the study, it is clear that their
inclusion would have considerably altered (i.e., weakened) the correlation between fertility and policies.
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responsibilities and can indirectly affect fertility (Rindfuss et al. 2003). Such a
conclusion has however been refuted by Kogel (2004) on the basis of econometrics
evidence. Using panel data techniques with data from 21 OECD countries over the
period 1960-2000, he concluded that the negative relationship between fertility and
female labor force participation persisted throughout the period. The apparent
reversal in sign was instead explained by “the combination of country effects and
country-heterogeneity in the magnitude of the negative time-series association” (p.
50). And while the time-series association between fertility and female labor force
participation appeared to have weakened in some countries after 1985, he
nonetheless concluded that “changes in public policies or labor market develop-
ments cannot have caused that a rising female labor force participation increases the
total fertility rate within countries over time” (p. 47).

To summarize, while descriptive styles of studies provide some evidence of a
positive impact of policies on fertility, and while they have been widely cited in the
literature, their lack of statistical controls for other determinants of fertility make
their case much less reliable. In the next section, I turn to studies based on
multivariate statistical analyses in an attempt at better isolating the impact of
policies on fertility from other possible determinants.

Empirical evidence I1

I first review the literature regarding the impact of cash benefits on fertility, and then
review the literature regarding the impact of work-related benefits (e.g., parental
leave and childcare). The studies reviewed here use either macro-level or micro-
level data. And as will be seen, although most of these studies suggest a positive
relationship between policies and fertility, the impact tends to be small.

The impact of family cash benefits on fertility

I begin with studies based on macro-level data, that is, studies that exploit cross-
national and/or historical variations in family policies in order to assess their impact
on fertility.'* These studies are summarized in Table 1. They typically use a global
measure of fertility, such as the total period fertility rate, as the dependent variable
and various independent variables including specific policy indicators, male and
female wages, etc. All of the studies listed in Table 1 have concluded that there is a
positive impact of policies on fertility, that is, higher family or child benefits are
associated with higher levels of fertility. This is the case for studies based on a
cross-national design, and for those based on a single-country design. Family cash
benefits, such as family and child allowances and tax credit for dependent children,
appear to have a positive impact on aggregate indices of fertility. This impact tends
however to be small. On the basis of a pooled time-series and cross-national dataset,

'2 There is a large literature (mainly American) on the impact of means-tested benefits on teenage
fertility, births outside wedlock, and births by welfare recipient mothers. I am not covering this subtopic
here. Interested readers are referred to Duncan and Hoffman (1990), Plotnick (1990), Tanisha Dyer and
Fairlie (2005) and Joyce et al. (2005) for more information.

@ Springer



A. H. Gauthier

332

uonejuowardur 1o)ye

s1eak ¢ 03 dn 9e1 yuq uo £orjod jo
1093J9 aanisod jueoyrudis A[feonsneis

az1s Ajwey

8301 2y} uo J0 A)NIdJ Jo odway

Q) UO ST 199JJ2 A} IYI_YM Tea[oun

ST )1 ‘IOAOMOH "SaJel UonIsuer)
ANI9J UO 1091J0 UB 9ARY SIJAUAQ [SBD)

Amaay uo s309)39 aanisod

JUBOYIUSIS QARY SOOUBMO[[R A[IWef
pue JIpaId xe) piyo ‘uondwoxd xeJ,

A)[NIa) uo 199532

[rews Inq aAnIsod € 9ARY SorTUIE]
0) SIQJSUBI} YSed JOIIPUl PUR 10

Aoy
uo Aorjod AJruiey Jo 109JJ9 2ANISO4

Anmasy uo Aorjod
A[rurey Jo 109539 JurdoyIuSIs pue 9ANISOJ

Ayniey uo joedur aanisod e sey
QIBDP[IYD [BULIO} JO [JAJ] ATBIGAL Y],

Anpnaoy
Uo SIYauaq Ysed Jo 1931J2 aAanisod [fews

A[Turey “yIpaId xe)
priyo ‘uondwaxa xeJ,

0] sIajsuerny ysed

JOQIIPUI PUB O]

Korjod Aqrurey jo xapuy

Korjod Aqmuuey jo xopup

JO SoInSeaw SNOLIEA

SJyouRq ysed A[rue]

9,61 UO padnponur sojel

Korjod 3streyeuorg  Aymiey oyroads o3y

29ganQ) jo dourroxd
oY} 10} J[qerIRA
Awwunp e y3noayy
Apoa1Ipur paInseawt

PITYo piyp
10 ‘pUOdIs “ISIy © 0}
yuiq SuIAlS udwom

s)youaq yseD Jo uoniodoig

QAB9[ Ajurerewr

‘sooueMO[[e
el Aoy
pouad [ei0],
sorurey
sonifiqeqold
Anniey [euonipuo)

qre1 A)naoy
pourad [e10],

Qe A)naoy
poud el0],

sarorjod Ajiwej Qe A)naoy
poud e10],

qrer A)naoy
pouad 101,

11040o-porrad-a8y

saxenbs jseq AreurpiQ

POOYIONI] WNWIXE]

sarenbs jse AreurpiQ

sarenbs 1seo] o3e)s
-0M) puB UOISSAIZaI
sarenbs jsed AreuipiQ

SOLISS-oW) pue
[BUOTBU-SSOIO PI[OO]

siskeue L861-1961

‘SonsHeIs [B19UJO

L661-1861 ‘saourul]
Iownsuo)) Jo AoAIng

pue sonsnels [eA

sarenbs €861

JSEI[ PAZI[BIAUID) —[ /G ‘SONSHEIS [RIOYJO

poyow  8861-5861 ‘soouruY

IQWNSUO0d JO A9AING
€861—1L61 ‘SALNUNOD
ueodoInyg UIISOM

g ‘sonusneEls [eYIO

uoIssaI3ax

uoIssaIgax

€861-6961 ‘SOLIUNOD
ueodoinyg UINSIM
[1 ‘sonsuels [eoyj0

uoIssa13a1 sarenbs 8661
Jse9] Areurpio

‘saIunod qDH0
[T ‘sonsnels [EOBI0
9661-0L61

‘samunod gOAO ¢
‘SousneIs [R10U0

pue UOT)B[oLI0)

uoIssaI3ax

(0661) 2]

pue rounng Kueurion
(1002)

‘Te 19 so[on( eprUR)
(¥661)

‘[e 12 Sueyyz epeur))
(€661) e

MR[[morg epeRUR)

(9861) MY [eUONEUIAIU]

(¥661)

e[
pue joyouR[g [EUOTIBUIOU]

(£007) sepise)  [euoneuIajuf

(L661)
snizjey

PUB IIYINBD) [BUOTIBUISIU]

SSUIpUL

so[qerrea Korjod J[qerrea juspuadoq

sIsATeue JO SPOYIIN ereq

(194) sioyiny

Anuno)

Korjod AJrurey jJo soo1pul [BIQUAS pue sjyaudq ysed—eiep (91e3a133e) [9Ad[-010BN—AN[1119] U0 sarorjod jo joedwil ay) UO SAIPNIS JO MIIAIAQ | dqe]

pringer

Hs



333

The impact of family policies on fertility in industrialized countries

QJRIYMIQ A} UO 109JJ9 JUBdYIUSIS
pue aanisod e sey uondwoxe [euosiog

uonduwoxa [euostod
ay) JO InjeA XB) [BY

ANMMIsy uo ‘[rews nq uonduwaxa
9oeduir aanisod e sey uondwoxa xe], juopuadop Jo anfeA xe) [BY

pooyrayiow A[red
aFeInoous os[e pue ‘syiIq Yunoj
puUE PITY) JO QJUBYD Y ASBAIOUT

SQOUBMO[[E PIYD SNOIAUT IO saoueMO[[e PIIYD

SALIUNOd
I9IO JO 950y M
soyel ANNIQJ S UIPIMS
Suuredwoos Aq Apoarpur
pamseaw Aorjod

A[TWIEY JO QINSBAW [[BIAQ

s10308) Joyjo Aq paurejdxa

9q P[Nod 9-0EET UI0q USUIOM

10§ A)[NI9J 9[qels ySnoyie ‘Anioj
uo Korjod AJIue;j Jo 19930 9ANISOq

endeo uewny

0) WINJAI pue soSem Qe Ul

spua1 JO $3093J0 dAneSou pue J93Ie|

Y} 01 paredwiod [[ews 9IoM S109JJd

9S9Y) ‘JOAIMOH $1093J9 Isifejeuoid

B pey ‘sny) pue sOL6 A[1ed oy} aouls

Anniay jo ao1id ayy paonpal Ay

soouEMO[[e P[IYd pue ‘Kjfiqe[reae
a1ed pIyd d1qnd ‘sygeuadq [ejuared

sweidoid
QOUBINSUI [RIDOS S, UIPIMS

uorssaI3ox
qjel ANNIQJ [e1ouen)  sarenbs-jses] [e1ouen
poyjow sarenbs

Q1 g -)SB[ PAZI[EIAUAD)

sojer yiIIq oyroads
-o8e pue -Ajueg  UOISSAITAI SOLIOS QWIL],

yoeoidde
SOOURIJJIP
-UT-20UQIJJI

qrer Aoy
310400 pajerdwo)

arer

Anmnaey pouad [e10],  SISA[eur SOLIdS-QWIL],

#861-¢161  (0661) 'Te 10
‘SonsnEIs [BOYJO  UoISUMIGM VSN
$861-€161  (T661) IlEM

‘sonsuess [BORI0  pue SIPS109D SN

(8861)
yostug N

9861-1L61
‘SonsHEIs [B1OYI0

8S61-L161
uIo0q }10Y0d

‘SonSHEIS [EIO

(9002)
punpyiolg uopoms

0661-5561
‘sonsuels [BORI0  (S661) 1oN[BA  UOPIMS

sSurpur so[qeLiea Ko1[04

o[qeurea juopuadog  SIsA[eue Jo SPoyIoN

BIR(q  (189K) sioyny Anuno)

penunuod | 9[qeL,

pringer

Qs



334 A. H. Gauthier

Blanchet and Ekert-Jaffé (1994), for instance, estimate the impact of family policies
to be 0.2 children per woman. Using a similar research design, Gauthier and Hatzius
(1997) estimate that a 25% increase in family allowances would result in an increase
of the total fertility rate of 0.07 children per woman.

Very importantly, studies using macro-level data have furthermore concluded
that the impact of policies on fertility is most likely on the timing of births rather
than on the total number of children. For example, Ermisch (1988) using data on
age- and parity-specific fertility rates, found that more generous child allowances in
Britain increased the likelihood of higher-parity births, but also encouraged young
motherhood. A tempo effect of policies was also observed in Sweden by Hoem
(2005) and Andersson et al. (2006) with respect to parental-leave allowance.
According to Lutz and Skirbekk (2005), such a tempo effect of policies should not
be neglected. Instead, they argue that policies that may increase the period fertility
rate may also eventually have an indirect effect on cohort fertility. This hypothesis
has not been tested empirically in the literature, especially its connection to a
possible threshold effect, the so-called “low fertility trap” (Lutz and Skirbekk
2005).

Studies based on micro-level data have also generally concluded that policies
have a positive impact on fertility (see Table 2). The results are, however, more
complex, showing varying impact of policies by birth order. For example, a
comparison of French and British family policies by Ekert-Jaffé et al. (2002)
showed that the French family policy appears to have a positive impact on the
probability of a third birth. In contrast, a study by Laroque and Salanie (2004) based
on Labor Force Survey data concluded that cash benefits in France have an effect on
the probability of having a first birth but not on the probability of having a third one.
Inversely, a study of the impact of the Finnish child home care allowance concluded
that the take-up of the allowance increases the probability of having a third birth, but
not a second one (Vikat 2004). I have already referred to the case of the province of
Quebec with its generous family policy. The study by Milligan (2002) and based on
census data revealed that the cash benefits offered in Quebec significantly increased
the probability of having a second child. Interestingly, while the strong support
provided to large families in France could be viewed as evidence of the positive
impact of policies, counterexamples are significant. As pointed out by Breton and
Prioux (2005), proportions of births of parity three and above close to the French
ones were also observed in Finland, Norway, Sweden, and the UK—despite policies
targeted at large families.

These results are obviously complex and likely reflect differences in the nature
and design of policies by birth order (e.g., level of benefits, eligibility criteria) but
possibly also differences in the processes associated with the decision to have a first,
second, or third child, including the cost of birth of different parities.

The impact of work-related policies on fertility
Studies summarized in Table 3 use fertility as the dependent variable; as

independent variables they use various work-related policies such as maternity or
parental leave and childcare characteristics. All of these studies, with one exception,
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use micro-level data. Results are mixed, with some concluding that work-related
benefits have a small positive impact on fertility, and others finding no evidence of
an impact of policies on fertility."

With regard to parental and maternity leave, Hyatt and Milne (1991) estimated,
on the basis of Canadian data, that a one-percent increase in the real value of
maternity benefit would result in an increase in the total fertility rate between 0.09%
and 0.26%. Studies by Ronsen (1999, 2004) on Finland and Norway and by Hoem
(1993) on Sweden also concluded there was a positive impact of parental leave on
fertility. In contrast, a study by Hoem et al. (2001) on Austrian data revealed no
overall effect of changes in parental leave on fertility apart from an increase in the
tempo of third births.

With regard to childcare cost and availability, mixed results are also found. On
the basis of Norwegian macro-level data, Kravdal (1996) estimated that a twenty
percentage point increase in the provision of childcare would result in an increase of
no more than 0.05 children per women in completed cohort fertility. A positive
impact of reduced childcare cost and increased childcare availability on fertility was
also observed by Diprete et al. (2003) and Del Boca et al. (2003) on the basis of
their multi-country analyses. No statistically significant impact of childcare
characteristics (cost and availability) on fertility was however reported by Ronsen
(2004) for Norway and Finland, by Hank and Kreyenfeld (2003) for Germany, and
by Andersson et al. (2004) for Sweden. The explanations given for these mixed
findings are varied including the concomitant increase in female labor force
participation and childcare supply (in some countries), the heterogeneity of parents
in terms of childcare needs, the structure of the childcare system in terms opening
hours, and the relationship between the public daycare system and other social and
welfare state institutions.

Discussion and conclusion

I started this paper by referring to beliefs by some scholars and politicians that
policies have an undeniably negative impact on families, in encouraging single-
parenthood and births outside wedlock, and in discouraging employment. The
analysis presented in this paper suggests that policies may indeed have an effect on
families, but that the effect tends to be of a small magnitude and that it may possibly
have an effect on the timing of fertility rather than on completed family size. In
view of these results, the popularity of baby bonus schemes among governments, as
a way of encouraging fertility, is difficult to understand. While the additional
financial support is bound to be welcomed by parents, the overall effect on fertility
is likely to be small.'*

13 There is a substantial literature on the impact of family policies on female labor force participation.
This literature is not discussed here in view of our focus on fertility. Examples include Gustafsson and
Stafford (1992) on Swedish data, and Kreyenfeld and Hank (2000) on German data.

4 In recent years, baby bonus schemes were introduced in Australia, Italy, and Poland (Mathieson 2003;
Kennedy 2003; Easton 2005). In the UK, a child savings scheme (the Child Trust Fund) was introduced in
2005, but with no pronatalist motive (Ross 2005).
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What is also clear from this review of the literature is that it is very difficult to
accurately measure policies and to adequately model the various ways by which
policies may impact fertility. In this last section of the paper, I reflect further on
some of these methodological challenges in an attempt at outlining some future
avenues of research (including data collection).

The measurement of family policies

The measurement of policies is a major challenge in all studies. As pointed out, and
because of data limitations, studies tend to be restricted to only some type of
policies and to neglect others that may be equally—if not more—important. In
particular, because of data limitations, studies seldom include a comprehensive
measure of the total support provided by government to families. For example,
while not providing econometrics evidence, Hoem (2005) claims that it is the whole
political culture of Sweden, as opposed to specific policies, that makes the country
more family-, child-, and woman-friendly, a situation that may have an impact on
fertility. Calls for the adoption of a system of monitoring and of comprehensive
reporting of governmental expenditures on families and children have in fact been
made (the so-called family impact statement), but few countries have adopted such a
system (Cuyvers and Kiely 2000). This means that governmental support for
housing is often excluded from empirical analysis of the effect of policies on
fertility, as is governmental support for health and education.

Another limitation is that studies usually rely on global measures of family
policies while failing to consider individual variations in access to, and receipt of,
benefits. Eligibility criteria, benefit caps, etc. are often overlooked and flat rate
benefits instead assumed. For example, maternity cash benefits are subject to
ceilings in several countries, but these ceilings are often ignored in demographic
studies. Similarly, studies often ignore employer-provided benefits, which tend to
highly vary within and between countries. For example, data from the OECD
suggests that a non-negligible proportion of employees have access to extra-
statutory maternity and parental leave, employer-provided childcare, and flexi-time
and/or part-time work opportunities (OECD 2001). Such benefits may also have an
effect on fertility and on the combination of work and family responsibilities, but
they are usually not included in demographic analyses.

The modeling of family policies and demographic behavior

In the theoretical section of this paper, three channels by which policies may be
influencing fertility were identified: one channel operating through a reduction of
the cost of children (e.g., governmental subsidies or the provision of services),
another operating through an increase in families’ incomes (e.g., cash benefits), and
a third one operating through an increase in the preference for children. Other
factors may, however, be operating through the same channels, thus making it very
difficult to isolate the impact of policies from other determinants. For instance, in
his analysis of the impact of public policies on fertility in Sweden, Walker (1995)
concludes that: “Its (parental benefit) strong connection to the female wage,
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combined with the large movement in income tax rates and other factors connected
to wages, makes it impossible to estimate the separate effects of parental benefits”
(p. 246). Concomitant variations, and strong links between policies, wages, and
female labor force participation, thus complicate the modeling of family policies
and demographic behavior.

Another modeling issue that has not been fully discussed in the literature is the
possibility of a non-linear effect of policies on fertility. For example, instead of the
assumed linear effect, it may be possible that fertility is subject to a threshold effect,
which either requires benefits to reach a certain minimum level before having an
effect, or which implies that the effect of benefits reaches a plateau beyond a certain
level. None of the studies reviewed above explored this possibility.

The possible polarization of families

All of the econometric evidence reviewed in this paper acknowledges the
heterogeneity in the population and consequently controls for various individual-
level factors that may affect the cost of children and/or the preference for children
including personal wages. However, one may question whether or not these
statistical controls are sufficient to capture heterogeneity and whether or not more
complex interaction models are instead needed. For example, it is possible that
individuals located at different points of the income distribution may respond
differently to flat-rate child benefits simply because such benefits increase
household income differently in relative terms. Similarly, the ceiling often imposed
on maternity and parental leave benefits may make them more or less attractive
depending on the parents’ income. In fact, studies that have documented the take-up
rate of paternity and parental leave conclude that it varies significantly with the
parents’ socioeconomic status. For example, the take-up rate of parental leave by
Finnish fathers tends to be curvilinear, being lowest at the low and high ends of the
income distribution (Salmi and Lammi-Taskula 1999).

This possible polarization of families is further complicated by the fact that in
numerous countries high earners and those in high-level occupations are also those
who are more likely to have access to supplementary employer-provided benefits
(Evans 2002).

Social and economic differences in fertility behavior and in response to policies
have been extensively examined in the USA for welfare mothers. However, this has
not been examined for the entire population and especially with respect to
individuals’ positions in the income distribution and their types of occupation. A
recent study by Ekert-Jaffé and others (2002) points to large occupational
inequalities in fertility behavior in England, more so than in France. In their study,
the link with policies was, however, examined only indirectly. Interestingly, recent
changes announced by the French government to its cash benefit scheme have been
interpreted by the press as having a strong socioeconomic bias in offering incentives
to middle-class women to have more babies (Randall 2005)."> And while it may be

15 “Middle-class French women are to be offered cash incentives to have third babies amid growing
concern that too few children are being born to professional couples” (Randall 2005).
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politically sensitive to examine social class differences in fertility behavior and in
policy response, this is an area of research that warrants more study, especially if
policy schemes contribute to the polarization of families.

Conclusion

This paper provides some evidence of the impact of family policies on fertility.
However, the impact tends to be small and also to vary highly depending on the type
of data used and on the type of policies. For example, while data on ideal and actual
fertility suggest a policy’s window of opportunity of around 0.5 children per
woman, multivariate analyses suggest instead an impact of less than 0.2 children per
woman. The results of the empirical literature are however often contradictory,
especially when it comes to the magnitude of the impact of policies and on the
differential impact by birth order. The results are also puzzling, if not disconcerting,
in view of numerous counterexamples including the persistence of higher fertility
levels in some countries despite lower levels of state support for families and/or
despite the absence of policies targeted at higher-parity births.

What this paper has also made clear is that the absence of a comprehensive
database on state support for families has prevented researchers from identifying
which type of public policy has had the largest impact on fertility, and what would
be the price tag of such a policy. Similarly, little is known about the impact of
employer-provided policies on fertility (and on the inequalities that they introduce).

During the last decade, governments in industrialized countries have tended to
pursue two main directions in policies: a move away from universal cash benefits in
order to tackle child poverty, and a greater emphasis on policies that reduce the
barriers to the combination of work and family responsibilities (Gauthier 2005). The
studies reviewed in this paper provide some information as to the potential impact
of such policies on people’s fertility desires, timing of fertility, and completed
family size. However, knowledge on this matter is still limited and calls for complex
modeling of the causal relationship between policies, female labor force partici-
pation, and fertility.
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