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Family Matters: 

Why Our Choices Determine Our Economic Prosperity 
 
Philip Pilkington 
 
 
Introduction 

“Strong, stable families” are considered a noble pursuit in some quarters, and an 
outmoded distraction in others. Few have taken the time to look at the material or 
practical benefits.  
 
Economists have often recoiled at the idea of shoe-horning family ideals into their work, 
disrupting the technocratic status quo of our treasuries. However, there is reason to 
believe that even on purely economic terms, family policy may hold the keys to 
unlocking the growth and dynamism which Western policymakers have been searching 
for.  
 
There are two parts to this paper. The first looks at long run economic growth theory 
and the second at spiralling government budgets.  
 
In both sections, our argument is clear: if we want prosperity, we could start by 
rebuilding the family. 
 
 
Part 1—Restoring the Family is a H idden Key to Unlocking Long-Run Economic 
Growth 

The paper begins by arguing that restoring the family is a hidden key to unlocking long-
run economic growth.  
 
Models for measuring long-run economic growth have long neglected the importance 
of growth in the employed population contributing to the maximum of their abilities.  
 
A fixation on productivity has led to the neglect of the importance of two significant 
factors by economists in their analysis of the economic health of our nations: labour 
force participation and demographic trends.  
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Original modelling conducted for this report is striking—it finds that:  
 

1. When one breaks down the divergence in economic growth trajectories 
between the United Kingdom and the United States, the disparity between the 
two nations is not so much a function of productivity growth as it is differing 
demographic and labour force participation trajectories. Until very recently, 
both nations have held a steady productivity growth at around 2%, but the 
United Kingdom’s population and employment growth curve has been 
considerably weaker. It might surprise the reader, but Britain has averaged 
1.5% lower growth than the United States because of demographic and labour 
force trends, not a productivity growth gap. This alone should be sufficient to 
demonstrate that economists must take the family seriously.  

2. When one plays the trends forwards, it looks likely that this situation will 
worsen in both contexts. Demographic and labour participation trends are 
going backwards. If things continue on their current trajectory, we will see both 
the United Kingdom and the United States experience long-run economic 
contraction due to their population and labour force participation trends. Here 
Japan provides a cautionary case study.  

 
We identify that the factors which are influencing these trends—be they low fertility 
rates, mental health issues, drug abuse, or criminality—are all deeply tied to family 
breakdown. The conclusion drawn is simple: restoring stable family formation is a 
hidden key to unlocking long-run economic growth.  
 
 
Part 2 – Family Breakdown is Driving Spiralling Government Budgets 

The creation of the Department of Government Efficiency (“DOGE”) in the United States 
under the leadership of Elon Musk and Vivek Ramaswamy points to a wave of frustration 
at the bloated Western state, where few have presented meaningful answers to the 
reality of growing annual deficits and burgeoning debt.  
 
Across the developed world, public debt is at its highest levels ever, and has increased 
every year for the past decade. The debt to GDP ratio for countries within the 
Organisation for Economic Co-operation and Development (OECD) in 2022 was over 
100%.1 Everywhere debt is rising. The cost of servicing the deficit grows year on year.  
 
Cheap money and the spiralling costs of the modern state have created incentives for 
states to spend big with little regard for the next generation who will foot the bill. Few 
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have been willing to challenge the consensus, or to scrutinise the root causes of this 
very modern phenomenon.  
 
As the West grapples with multiple social and economic challenges, policymakers have 
been left struggling for solutions. The public conversation focuses on cost of living, 
increases in taxation, COVID-19 and bureaucratic waste. But there is one driving factor 
which is routinely neglected: the family. 
 
Although we can be optimistic that the best practice of some of the world’s top tech 
entrepreneurs will serve the United States well, the elephant in the room in the 
discussion about government efficiency is spiralling social pathologies, which find their 
root in family breakdown.   
 
Here, our modelling is again striking. The paper provides an overview of a range of 
different costs to the state, from social care to mental health, to crime—the family 
touches every area of policy:   
 

1. Across the West, health and social care spending is spiralling. A large 
contributing factor is the increasing spending on institutional care, for both the 
elderly and children. In Australia, the Government spent $7 billion more on 
social care for the elderly in 2022-2023 than it did in 2018-2019.2 Meanwhile, 
the total number of children in the state care system in the United Kingdom 
has grown by 28% since 2011.3 The year-on-year uptick in social care spending 
is one common thread across Western nations. Our nations must choose 
whether the state or the family will bear the burgeoning care costs. Without 
the family, there are serious questions about long run sustainability of national 
budgets.  

2. Data on welfare spending (excluding family transfer payments) in the United 
Kingdom indicates that if single parents were instead married, this would lead 
to a reduction in welfare spending of around 19.3%, translating to savings of 
0.9% of GDP, or £23 billion, annually. In other words, half the United Kingdom’s 
defence budget. In the last five years in the United Kingdom, welfare claims for 
those “not searching for work” rose by 550%—a 3.3 times larger increase than 
claimants “searching for work”—reflecting a remarkable rise in labour 
nonparticipation. Playing this scenario forwards, the data becomes increasingly 
stark: the British welfare budget under Universal Credit is set to grow by 80% 
between now and 2030.4 In view of this, the savings that are to be made if the 
family unit were recovered could be considerable.  
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3. Crime also costs the taxpayer money. A recent study shows that 24% of adult 
prisoners have been in care in the United Kingdom, while only around 0.6% of 
children will have been in care.5 Stabilising family formation will have a 
profound impact on crime rates, with positive knock-on consequences for the 
sustainability of government budgets and public safety expenditure.   

 
 
In Summary 

It is often said that prevention is better than the cure. But where the government can 
provide the sticking plaster, a strong social fabric creates long-term resilience. While the 
government will only step in at the point of crisis, your family and friends are the people 
who step in the moment that you are not flourishing. We have grown accustomed to 
passing responsibility to the government. But this is not sustainable.  
 
As public services face increasing strain and public debt becomes an historically 
unthinkable burden, the centre is growing ever weaker and will not be able to hold, 
unless we value and restore the importance of the family. There must be a better story. 
The state has not been the central care provider throughout our history, nor can the 
impersonal state substitute for the care of a loved one.  
 
But there is a better way forward. An analysis of European fertility has revealed that 
marital fertility rates are at least 2.6 children per woman, and up to 6 times higher than 
non-marital fertility rates—a stark reminder that the family is the key to population 
growth. 
 
The wealth of a nation is in the health of its families and communities. Restore the family 
and you restore prosperity. Restore connection and you defeat loneliness and the 
mental health epidemic. Our national deficits are a symptom of social malaise. But we 
can turn the ship around. 
 
But for this to work, one thing is necessary—a simple word: responsibility. Each must 
play their part with the people around them—their families and communities. Yes, we 
need the right government incentives, but each of us must be willing to make the 
sacrifices necessary. For the sake of our economies and societies, the time has come to 
restore the family. 
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Part 1: Restoring The Family: A Hidden Key to Long-Term 
Economic Growth 
It may seem counter-intuitive, but restoring the health of the family may be one of the 
most important steps we can take to ensure long-run economic growth.  
 
The family directly influences population growth, mental health, crime rates, substance 
abuse, suicide rates, the provision of care, educational outcomes, and even the sense 
that each of us have that life has meaning and purpose. From the father holding his 
wife’s hand during labour, to the offspring carrying the load of the coffin, it shapes our 
experience of life from womb to the grave. There is a deep and well-resourced bank of 
literature that supports each of these points. 6,7,8,9 

 
When put like this, it should come as no surprise that the collapse of the family is starting 
to have economic ripples and has a profound bearing on the health of the public purse. 
But too often we have failed to properly address and enquire into the nature of the 
impacts. While studies exist that consider the different elements of this paper in 
isolation, the time has come for more comprehensive surveys of the long run 
implications of continuing to neglect the family for our economy and the health of the 
public purse. 
 
This paper is split in two. First, we will look at the role that restoring the family may have 
to play in reigniting economic growth. We will then turn to the relationship between 
spiralling public spending and family breakdown. In both areas, restoring the family may 
be the closest thing we have to a silver bullet.  
 
 
Long-Run Economic Growth Theory: A Primer 

Making a comprehensive economic case for family policy requires us to engage with the 
contemporary economic framework when it comes to long-term economic growth. 
Although most people are unaware of it, most economic policy set by both civil servants 
when it comes to national budgeting, and by politicians when it comes to spending 
priorities, is done with reference to what is called in economics “long-run growth 
theory”.  
 
Typically, non-economists will come face to face with the implicit language of long-run 
growth theory when they hear politicians push forward policies that are focused on 
increasing economic efficiency—so-called supply-side reforms—or when commentators 
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bemoan the lack of productivity growth in developed economies and the need to 
increase this. A deep dive into long-run growth theory is not required, but an 
understanding of the basic terms of the debate is crucial if we are to propose a new 
framework that is focused on family policy and population growth. 
 
When thinking about economic growth in the long-term, economists typically revert to 
the Solow-Swan growth model—introduced independently by two macroeconomics, 
Robert Solow and Trevor Swan, in 1956. The model sought to show what determined 
the long-term rate of economic growth. Before the model was introduced, early 
macroeconomists focused heavily on the role of the rate of saving in an economy. It was 
generally thought that a higher rate of saving meant a higher rate of investment, and 
since higher investment led to a higher stock of capital goods, this would mean that the 
economy would grow faster. 
 
The Solow-Swan model showed that, under certain standard assumptions in economics, 
this was not the case. Rather, the Solow-Swan model found that only two variables really 
mattered to long-term economic growth: population growth and productivity growth. 
 
The Solow Swan Model 
Long Run Economic Growth = Population Growth + Productivity Growth 
 
Refined Solow Swan Model 
Long Run Economic Growth = Employed Population Growth + Productivity Growth 
 
The Solow-Swan model is dominant in long-run economic growth theory, but for our 
purposes we can refine it a little. While it is broadly true that long-term economic 
growth stems from population growth and productivity growth, we can improve this 
assertion slightly by stating that what matters is not population growth per se, but rather 
the growth in employment. Employment, in turn, is determined by three variables: 
working age population growth, labour force participation growth, and the growth in 
unemployment.  
 
 
There is More to Growth than Productivity 

Since the publication of the Solow-Swan model, economists have focused mainly on 
productivity growth as being key to the long-run growth of an economy. This focus by 
economists has led to policymakers also focusing almost exclusively on productivity 
growth. Whenever we hear politicians talk about “regulations” or “supply-side reforms”, 
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they are implicitly—whether they know it or not—referring to the focus on productivity 
growth that has emerged from the Solow-Swan growth model. 
 
The issue with productivity growth is that it is a somewhat mystical variable. It is derived 
by taking GDP and dividing it by the size of the labour force. Phrased differently, 
productivity growth is whatever growth occurs in the economy that is not the result of 
an increase in the labour force. While economists will interpret this to mean an increase 
in the productivity driven by better technology allowing each worker to produce more, 
it is not clear that this is the case. Because productivity growth is not measured directly, 
we are not actually sure what it is—something that seems lost on policymakers who 
insist on gearing policy to try to increase productivity growth.  
 
By contrast, the second Solow-Swan variable—employed population growth—has 
generally been neglected by economists, even though it is much clearer what is being 
measured when we talk about population. Economists tend to take this as a given, 
without considering the reality that demographic trends and labour force participation 
trends vary starkly country by country. 
 
 
Restoring the Family: Key for Demography 

Before building out a model for how one can measure the bearing that robust family 
policy could have for economic growth, it is worth pausing to consider how the health 
of the family unit plays into the two of the key variables that we are considering in this 
chapter: demographic trends and labour force participation.  
 
Employed Population Growth = Working Age Population Growth + Labour Force 
Participation  - Unemployment 
 
As described above, the three key variables in “Employed Population Growth” are the 
growth in the working age population, as well as the levels of labour force participation 
and unemployment. In all three areas, the evidence is clear that the family is integral.  
 
First, it is evident and uncontroversial to state that the family plays an important role in 
population growth and demographic trends. Fertility rates are collapsing across the 
Western world, and it is becoming increasingly clear that something is going to need to 
be done to counteract this trend. Until recently, it was viable to maintain that fertility 
rates would remain slightly below replacement rate, and the difference could be made 
up by sustainable rates of inward migration. But as fertility trends get worse by the year, 
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and forward-looking metrics paint a dismal picture of the future, it is becoming 
increasingly hard to ignore a demographic crisis looming just over the horizon. 
 
Renewing the family unit is critical if we are to turn this around. An analysis of French, 
as well as wider European fertility data, uncovered an extraordinary disparity in fertility 
outcomes between married and non-married couples. The study highlighted that even 
though non-marital childbearing has become widespread and socially accepted, 
marriage remains the “decisive factor [in] shaping fertility”. Calculating birth rates by a 
given age and marital status, and aggregating across all ages, there were stark 
differences found between marital to non-marital fertility—France was discovered to 
have the lowest, but still significant ratio of 2.6 to 1, and Italy the highest with a ratio of 
almost 6 to 1. Similar findings can be observed across “every country in Europe”.10   
 
 
Restoring the Family and Labour Force Participation 

Second, restoring the family will be necessary if we are to reverse the disturbing trend 
of declining labour force participation.  
 
When we look at labour force participation rates for men, we see them falling across 
the world. This trend is shown in the chart below and has recently become a major issue 
explored by economists.11  
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Figure 1: Author. 
Data Source: World Bank.12 
 
Why is this issue important for family policy? Studies strongly suggest that the declining 
male labour force participation rate might be tied to family dynamics. Studies show that 
the core reason why men might be dropping out of the labour force is due to challenges 
in early life leading to poor health and behavioural outcomes in adulthood.13 It is 
popular amongst some free-market conservatives to attribute welfare dependence to 
the existence of the welfare system alone. But this assumption abstracts too much from 
the underlying sociological causes of why young boys act out, and fall into criminality, 
drug abuse, and poor health. Ignoring these variables leaves policy reformers who want 
to increase labour force participation spinning their wheels, constantly focusing on 
cutting government programs which have no material effect on labour market 
participation rates. Advocates of family policy, on the other hand, are well-placed to 
address these issues and take seriously the impact of declining labour force participation 
by men in developed economies. 
 
Consider mental health—there is strong evidence that family breakdown has had a 
profound bearing on the mental health of our nations. There is a significant bank of data 
showing the ties between mental and physical health and the health of the family 
life,14,15,16 and inversely family breakdown is closely tied to rising mental health troubles. 
Family relationships provide resources that can help an individual cope with stress, 
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engage in healthier behaviours, and enhance self-esteem, leading to higher well-being. 
These relationships become more important for well-being as individuals age and social 
networks diminish,17 and being married—especially happily married—is associated with 
better mental and physical health.18,19,20 Sigmund Freud and his followers, while focused 
on individual psychology, were convinced that the largest impact on an individual’s 
emotional and mental well-being was the relationships they formed with their 
families.21 Another study using regression analysis found that “there are substantial and 
significant differences in the prevalence of mental disorders among children who live in 
different family types” and that “children in original [or ‘traditional’] families are about 
half as likely as children in step, blended, or one-parent families to experience any 
mental disorder.”22  
 
Recent studies show that the impact of poor mental health on labour force participation 
is “substantial, with a one standard deviation decrease in mental health reducing the 
probability of participation by around 17 percentage points”.23  
 
And the data suggests a surge in mental health issues in the past 20 years. The number 
of patients diagnosed with a major depressive disorder in the United States, for 
example, has risen from around 11.9 million in 1996, to around 25.4 million in 2015.24 
In the United Kingdom, studies show large differentials in employment rates between 
those with good and those with poor mental health. One study shows that among 
British workers aged 21-55, the employment rate amongst those with good mental 
health is 87%, whereas it is only 70% for those with poor mental health.25  
 
Another relevant case study is drug use. Drug abuse is known to be associated with 
unstable family structures. Once again, this trend is most obvious amongst children. One 
study finds that “children from single-parent families were at significantly greater risk of 
drug involvement than children of dual-parent families, and this generalisation held 
across multiple substances.”26 Childhood drug abuse often translates into adult drug 
abuse. One study went so far as to control for genetics by taking identical adult twins 
who grew up in different familial environments. It found that “exposure to parental 
divorce and relationship discord appears to be important for understanding the 
transmission of alcohol use disorder.”27 
 
Studies show that recreational drug use does not significantly impact labour force 
participation. But chronic drug use has major effects, especially for men.28 Data strongly 
suggests that chronic substance use is on the rise, especially in the United States. Drug 
overdose deaths have risen from 6.8 per 100,000 people in 2001, to 32.4 in 2021—a 
staggering increase of 376%.29 Alcohol-induced deaths rose from 7 per 100,000 in 2000, 
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to 13.1 in 2020—an increase of 87%.30 The rise in chronic substance may explain why 
since 2000 the male labour force participation rate has fallen by 9.3%, while the female 
labour force participation rate has fallen only 4.7%. 
 
In their landmark study Deaths of Despair and the Future of Capitalism, Anne Case and 
Angus Deaton elaborate on this intersection between family breakdown, drug abuse, 
and declining labour force participation—all of which contribute to what they describe 
as an epidemic of “deaths of despair”. Here, divorce—particularly among middle aged 
men—is isolated as a particularly salient factor in the trends towards deaths of despair 
and declining labour force participation in the United States.31 This phenomenon can be 
observed in the United Kingdom too. A recent study by the British government showed 
that the generation currently in its middle age—known as “Generation X”—is the most 
likely to die from suicide and drug overdose. What is more, the age at which people die 
of drug overdose has increased over time—meaning the deaths are tracking with 
Generation X as they age.32 Now consider the following chart of divorce rates in the 
United Kingdom. As we can see, it was Generation X that was disproportionately 
impacted by the sharp increase in divorce. This generation experienced the emotionally 
tumultuous transition from a society in which divorce was rare to one in which divorce 
was relatively common.  
 
In recent years, divorce rates have actually been coming down, but this change may not 
be so positive as it first appears. The number of people getting married (and having 
families) in the first place has drastically declined in this period, and therefore it is 
probable that those who are still getting married are less likely to get divorced, as there 
is a high chance they will be more selective, or less inclined to take a liberal attitude 
towards divorce. Hence, in reality, what this trend most likely shows is a decline in 
marriage, rather than divorce. Taking all of these factors into account, there are good 
reasons to think that Generation X’s status as the “misery generation” has a lot to do 
with divorce trends in the 1960s and 1970s in Britain, as the correlation with increased 
drug abuse would suggest. 
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Figure 2: Author. 
Data Source: ONS.33 
 
The health of the family is connected to deaths of despair, substance abuse, mental 
health figures, and crime. The connections between family breakdown and labour force 
participation are therefore clear, and must be taken seriously.  
 
 
The Family is at the Centre of Employment Growth: The United Kingdom as a 
Case Study 

It should be starting to become clear why family policy has potentially a profound 
bearing on economic growth. 
 
Economists and policymakers have, for generations, fixated on productivity growth as 
the most important variable relevant to the long-run health of our economies. While 
doubtless productivity is important, we have so far sought to establish that the other 
variable in the Solow-Swan framework—the rate of growth of the employed 
population—is given equal weighting, and thereby prioritised by policymakers. Strong 
families are at the core of a stable fertility rate and a buttress for healthy labour force 
participation—and therefore evidently significant.  
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To build on this idea, it is worth considering some case studies in more detail, looking at 
the dynamics in the United Kingdom in the chart below.34 Here we see quite different 
dynamics in the variables. Unemployment and labour force participation growth tend 
to fluctuate, while overall working age population growth has provided a stable ballast 
for British employment growth over the past 50 years.  
 

 
 
Figure 3: Author. 
Data Source: Office of National Statistics.35 
 
We can get further insight into British economic growth by looking at changes in 
employment by place of birth. This gives us a sense of how much growth is being driven 
by domestic birth rates, and how much is being driven by immigration. The following 
chart shows this data broken down. Here we see some very interesting dynamics. In the 
late-1990s—when data first becomes available for this series—we see that most of the 
employment growth was from domestic births. We can infer from net migration 
numbers that this was the case stretching far back in time. Yet since the late-1990s, the 
importance of domestic birth rates in supporting employment growth—and hence 
economic growth—has waned. This trend has become particularly pronounced over the 
past two years, as domestic births do not seem to be contributing to economic growth 
at all.  
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Figure 4: Author. 
Data Source: Office of National Statistics.36 
 
Some might argue that this chart simply provides that Britain requires ever-growing 
rates of migration. It is true that Britain’s economy is currently heavily reliant on 
immigration for its economic growth and that this has become particularly apparent in 
the last few years. But it seems unlikely that Britain can continue to import large 
numbers of people indefinitely to keep its economy growing. In a previous study, we 
showed that if Britain continues to pursue this strategy the share of first-generation 
immigrants in the overall population will rise from just over 15%, today to between 37% 
and 54% by 2080.37 We do not believe that this will prove sustainable, socially or 
politically. The other problem is that there may not be enough immigrants available. 
Birth rates are collapsing across the world, and developing countries are catching up 
with developed countries in terms of per capita GDP, thereby providing fewer incentives 
for people to leave their places of birth. The above chart should be seen as a warning to 
us that if we do not raise birth rates soon, the prospects for economic growth will soon 
collapse.  
 
The conclusion that this leads us to is the simple idea that the domestic total fertility 
rate, as well as general labour force participation, must be increased for the sake of the 
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long run health of the economies. In both cases, all roads lead us to the importance of 
the family.  
 
 
A Post-Solow Framework for Long-term Growth 

Now that we understand the factors contributing to employment growth, we can turn 
to an overall framework that we can use to discuss economic growth. Here we will 
compare the situation in the United States historically with the situation in Britain.  
 
The following two tables break down real GDP growth in the United States by decade 
into the employment component and the productivity component.38,39 What we see 
here is that population growth has, since 1960, been a larger driver of GDP growth in 
the United States than productivity growth. Over the whole period from 1960 to 2022, 
population growth has contributed 2.11% to GDP growth, while productivity has 
contributed only 1.55%. Britain has had much less success with population growth since 
the data started. Since the 1970s, population growth in Britain has contributed only 
0.62% to GDP growth, while productivity growth has contributed 1.51%. This means that 
British productivity growth has been roughly the same as American productivity growth, 
and almost all of Britain’s postwar economic underperformance can be attributed to its 
inferior demographic picture. 
 

GDP Growth Accounting 
(United States) 

1960s 1970s 1980s 1990s 2000s 2010s 2020+ 

Population Growth 2.71% 3.60% 2.07% 1.74% 2.02% 1.61% 1.05% 
+ Labour Force 
Nonparticipation 

-
0.98% 

-
0.77% 

-
0.27% 

-
0.48% 

-
0.95% 

-
0.98% 

-0.86% 

+ 
Unemployment  

0.16% -
0.41% 

-
0.06% 

0.04% -
0.59% 

0.57% 0.08% 

= Employment Growth 1.90% 2.42% 1.74% 1.30% 0.48% 1.20% 0.27% 
+ Labor Productivity 
Growth 

2.79% 0.79% 1.35% 1.90% 1.43% 1.05% 1.55% 

= GDP Growth 4.74% 3.24% 3.12% 3.23% 1.92% 2.25% 1.75% 
 
Figure 5: Author. 
Data Source: Federal Reserve Economic Data.40 
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GDP Growth Accounting 
(United Kingdom) 1970s 1980s 1990s 2000s 2010s 2020+ 
Population Growth 0.43% 0.76% 0.32% 1.07% 0.53% 0.54% 

+ Labor Force 
Nonparticipation 0.05% 0.16% 

-
0.29% 

-
0.22% 0.17% -0.32% 

+ Unemployment -0.19% 
-
0.28% 0.14% 

-
0.23% 0.37% -0.04% 

= Employment Growth 0.30% 0.64% 0.17% 0.62% 1.05% 0.18% 
+ Labor Productivity 
Growth 2.22% 1.96% 1.97% 1.08% 0.91% 0.48% 
= GDP Growth 2.53% 2.60% 2.14% 1.72% 1.97% 0.69% 

 
Figure 5: Author. 
Data Source: Office of National Statistics.41 
 
The profiles of the two countries when it comes to unemployment and labour market 
non-participation are also very different. The United States has seen a lot of people drop 
out of the labour market and a much less severe long-term unemployment problem, 
while the United Kingdom has seen relatively little growth in labour market non-
participation and very severe issues with long-term unemployment. This discrepancy 
seems likely explained by differences in culture and differences in the respective welfare 
systems. All in all, both countries have problems with people not working, which should 
be kept firmly in mind when we consider the non-fertility effects of family policy.  
 
Of course, the looming demographic crisis raises the obvious question: moving forward, 
will population growth continue to add around 1.5% to GDP growth in the United States, 
and around 0.62% to GDP growth in the United Kingdom? The answer is straightforward: 
no. We are already seeing, in the 2010s and early-2020s, the impact of slowing 
population on GDP growth in the United States—and this is with continued, very high 
inward migration numbers. If we take into consideration the falling labour force 
participation rate in the United States, the population component in GDP performs 
abysmally, adding only 0.63% to GDP in 2010s and 0.19% to GDP in the 2020s so far. 
This is far below the historic average of 1.4%. Meanwhile in Britain, migration is currently 
at record levels and is proving highly politically destabilising, yet the population 
component of GDP is lower than it was in the 1980s or the 2000s. Factoring in people 
dropping out of the labour force and unemployment, the employment component of 
GDP growth is one of the lowest on record. Coupled with very low labour productivity 
growth, this explains the economic stagnation that Britain has slipped into. 
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If the demographic crisis leads to negative population growth, then economic growth 
could start to contract. The stagnation that we see in the economy of Japan is indicative 
in this regard. Between 2002 and 2022, Japan saw average annual population growth of 
around -0.8% and average annual real GDP growth of 0.6%. In the 20 years prior to that, 
it saw average annual population growth of around 0.4% and average annual real GDP 
growth of around 2.8%.42 Japan still appeared able to achieve productivity growth until 
recently,43 most likely reflecting the heavy manufacturing and export orientation of their 
economy. Since productivity is stagnating across the developed economies, any 
shrinkage of the population will mean a shrinking of the economy. This could have 
enormous ramifications for the sustainability of public debt in these countries, not to 
mention the tax base.  
 
It is interesting that when discussions of population issues arise, those who are 
unconcerned about low birth rates typically claim that we are on the cusp of some sort 
of productivity miracle that will ensure economic growth with a shrinking population.44 
Yet the productivity numbers themselves have been on a downward trend for decades 
and are now stagnant across much of the developed world. The reality is that no one 
really knows how to raise productivity growth, no matter how much economists posture 
to the contrary. There is every reason to think, however, that by gearing government 
policy to family formation, we should be able to raise the rate of population growth.  
 
When we break it right down productivity growth is inherently a mystical variable; it is 
whatever is leftover in GDP growth that cannot be accounted for by labour force growth. 
Labour force growth, on the other hand, is well-understood and straightforward. Family 
policy gives policymakers a compelling lever to pull on to try to target population growth 
and therefore increase the prospects for economic growth. This is not to say that 
increasing family formation and birth rates is an easy task. It is not. But in contrast to 
trying to raise productivity growth, we at least fully understand the problems and what 
would be needed to solve them.  
 
 
 
Part 2: Government Spending and Social Pathologies  
Family policy has a part to play if we are to address one of the most pressing issues of 
our time: the tendency towards stagnation in economic growth.  
 
As discussed, the reason for this is not only the close connection between family 
formation and total fertility rate, but also because of the way that social pathologies that 
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arise as a result of family breakdown contribute to a dwindling labour force participation 
rate.  
 
These same social pathologies are also critical if we are to address one of the other 
major challenges facing our nations: bureaucratic bloat. Every single one of the social 
pathologies described in the first part of this essay carry considerable costs to the state:  
 

1. Rising mental health illness carries health and welfare costs;  
2. Declining care provision from the family correlates to the increased burden on 

social care;  
3. Single-parent families are far more likely to claim benefits;  
4. Rising substance abuse and crime are a consequence of family breakdown.  

 
If government is expected to carry the nation’s care burden, without subsidiary 
responsibility being passed to families and local communities, it is inevitable that 
budgets start to bulge across the full range of departments.  
 
Consider the United Kingdom. In 2024, health, welfare, and social care spending 
accounted for 50% of the Government’s budget. Similar costs are being born by nations 
across the OECD, many of which carry increasingly unsustainable levels of public debt. 
When we play this trend forwards, accounting for existing deficits and current 
demographic trends, the consequences begin to seem dire pretty quickly.  
 
In this section, we point to the connection between government spending and family 
formation in greater depth.  
 
 
Health and Social Care Spending  

The family plays a central role in providing for essential care needs in society. When the 
family is absent, the state must step in. Louise Perry et al. observed in an Alliance for 
Responsible Citizenship report last year:  
 

“The need for care has always been with us and is still with us today. 
But as nations have modernised, the structures that once made up a 
‘village’ of caregivers have dissolved. As birth rates decline, people 
have fewer relatives. Increased mobility as people move to study and 
work means that not only do people live further away from family 
members, but they also have less of a sense of rootedness where they 
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live. Our neighbourhoods are no longer a permanent community, but 
rather a temporary stopping place. And in the fast-paced modern 
lifestyle, people have little time and flexibility to be part of these 
networks of care that are still so important. As the ‘village’ model of 
care provision has declined, the state has stepped in to perform some 
of these functions. The state now provides care functions ranging from 
daycare subsidies, to state schools (effectively providing free childcare 
for older children), to social care for the elderly.”45 

 
When one breaks down the data of health and social care spending across the Western 
world, we see the depth of the economic cost of replacing familial care with state 
intervention.  
 
Even since the end of the COVID-19 peak in healthcare costs, figures have remained 
consistently high across the board. In the United Kingdom, total healthcare expenditure 
reached £292 billion in 2023 (or 10.9% of GDP), of which £239 billion was directly 
government-financed.46 Adult social care added an extra £28.4 billion in this same 
year,47 and local authorities in England spent a further £12.2 billion on social care 
services for children.48 In Germany—which spends the most on healthcare out of all 
European Union countries—total healthcare spending reached €497 billion in 2022, 
approximately €383 billion of which came from government-funded sources.49 And it is 
not just the big-state, European nations which are seeing huge rises in costs: the United 
States spent a total of $4.5 trillion on healthcare in 2022—equating to 17.3% of GDP—
with $944.3 billion and $805.7 billion coming directly from the government’s Medicare 
and Medicaid programmes respectively.50 
 
What should we draw out from these astronomical numbers? And how do they relate 
to family breakdown? There are key indicators within this data which suggest that the 
breakdown of familial care for our young, elderly, and mentally vulnerable are driving 
these rising costs for the state, at a rate which will soon become unsustainable. 
 
Care for our elderly used to be viewed as a privilege, a form of reciprocating the care 
our parents had given us in our early years as they reach the end of their lives. However, 
over recent decades, elder care has become increasingly institutionalised, and reliant 
on government funds rather than interpersonal relationships. As a result, demand for 
public expenditure to care for our elderly is skyrocketing, whilst simultaneously our 
populations are aging across the West. If we take the example of Australia, the 
government spent approximately $28.3 billion (AUD) on aged care in the year 2022-23, 
up from $21.93 billion (AUD) in 2018-19. 58% of this total was spent on residential 
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care—almost double the amount spent on home care and support, where familial 
separation is limited.51  
 
If we compare this trend to the United Kingdom, we see that the £28.4 billion spent on 
adult social care in 2023 outlined above represents a £2.7 billion increase in real terms 
from expenditure in 2010-11.52 The vast majority of this sum is dedicated to caring for 
the elderly, as is shown by the Institute for Fiscal Studies’ estimate that public social care 
spending on the average 60-year-old is around double the amount for the average 30-
year-old, rising to triple for the average 75-year-old, 12 times as high for the average 80-
year-old, and 24 times as high by the age of 90. And these increases are not simply due 
to poorer health in old age, given that healthcare spending for the average 90-year-old 
is 8 times higher than for the average 30-year-old—only a third of the size of the social 
spending gap.53  
 
And perhaps most significantly, the long-term trajectory of this spending arc is incredibly 
concerning. In the United Kingdom, social care spending grew by an average of 3% per 
year between 1997-98 and 2019-20—an already significant rate—but surged by an 
average of 7.8% per year under the second Blair term,54 notorious for its absorption of 
family ties and care provision into the state. If these rates of increase continue, 
government budgets will soon not be able to cope with the level of need amongst our 
elderly. 
 
These figures paint a bleak picture for the future of caring for our elderly population, 
with the dependency ratio worsening year-on-year, and our social ties to our elders 
continuing to fray. It is clear that outsourcing their care to the state is becoming 
unsustainable, and the level of care itself is falling short. The British government’s Health 
and Social Care Committee has estimated that by the close of the current financial year, 
a further £7 billion per year will be required to meet adult social care needs, with public 
services calling for assistance to meet the overwhelming demand. Given that adult 
social care has already become the second largest area of local government spending—
second only to education—in the United Kingdom,55 there is only so much further these 
costs can grow. 
 
Whilst there are many reasons deeply embedded in our culture for the transfer of the 
care of the elderly from family to state, it is worth noting the concurrent rise in social 
care costs for our children, and the likely relationship between the two. If children do 
not receive love and care from their parents, then the natural familial care cycle is 
broken, and they are less likely to wish to care for their parents once they reach old age. 
The rise in social care spending for children across the West demonstrates an increase 
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in the most severe cases of parental neglect and family breakdown. As outlined above, 
local authorities in England spent £12.2 billion on social care for children in 2023. 
However, within this expenditure, the amount dedicated to early interventions such as 
children’s centres, family hubs, and family support services has almost halved since 
2011. Contrastingly, spending on late intervention services such as children entering the 
care system, youth justice, and child protection has increased by 57%—overwhelmingly 
driven by the surge in the number of children needing residential care placements, the 
cost of which is now higher than all early intervention services spending combined. The 
overall trend is a shocking one: the total number of children in the state care system is 
now 28% higher than it was in 2011.56 And the spending data shows that interventions 
which focus on keeping children with their parents are declining, and interventions in 
which children are taken out of the home and separated from their parents are rapidly 
rising. Nothing could portray the cost and severity of family breakdown more starkly. 
 
The experience of family breakdown in all its forms—including the extreme cases 
above—has major ramifications for our mental health and wellbeing. The epidemic of 
mental health issues currently facing the West is therefore intrinsically linked with family 
breakdown. In the United States, mental health expenditure is now estimated at $282 
billion annually, equivalent to 1.7% of annual American economic consumption, or the 
budget of a major federal department.57 About a quarter of this figure is paid directly 
out of the government’s Medicaid programme.58 In the United Kingdom, £12 billion, or 
8% of the National Health Service’s total budget, was spent on mental health services in 
2021-22, rising by 2.7% from 2017-18—and by 7% amongst children and young 
people.59 And in Australia, government spending on mental health services rose to 
$12.2 billion (AUD) in 2021–22, from $10.9 billion in 2017–18.60 And once again, service 
provision is already struggling to meet the growing demand across the board. There is 
only so far that the state will be able to cope with these rising costs, plus a shrinking tax 
base, and a less healthy workforce, before the model begins to crack. It seems there 
may be no substitute for addressing the root cause and renewing the health of our 
families. 
 
 
Family Formation and Welfare Spending  

Another major factor when considering the relationship between family formation and 
public budgets is the cost of family breakdown on welfare expenditure. Welfare 
spending in the United Kingdom makes up a substantial proportion of the country’s GDP 
and an enormous proportion of the public budget. In 2024-25, for example, total welfare 
spending is forecast to make up around 11% of GDP and 24.9% of total public 
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spending.61 Some of this welfare spending is directly related to the aging population and 
has been dealt with elsewhere,62 but some of it is due to increases in people who 
require welfare because of their limited workforce participation. 
 
What is more, welfare expenditure is forecast to grow far faster than total public sector 
spending.  
 
Consider the following chart put together using data from forecasts by the Office for 
Budget Responsibility (“OBR”). Here we see that Department of Work and Pensions 
(“DWP”) social security is increasing faster than overall public expenditure, meaning 
that it makes up a larger percentage of public expenditure over time. As already stated, 
this trend is directly tied to the aging population, associated with poor family formation 
and low fertility rates. But when compared with the explosion in forecast Universal 
Credit claims—the principal form of income-supplementation welfare in the United 
Kingdom— the growth in DWP social security looks modest by comparison. According 
to these forecasts, by 2029-30 overall public expenditure will have increased by around 
24%, while Universal Credit spending will have increased by 80%.63 
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Figure 6: Author. 
Data Source: Office for Budget Responsibility.64 
 
Unlike pension claims, we cannot attribute the increase in Universal Credit claims to the 
effects of an aging society. We can, however, attribute some of this increase to a 
breakdown in stable family structure—something that is intimately linked to the overall 
demographic problems that advanced Western economies are suffering from. Universal 
Credit claims encompass a wide variety of welfare payouts, from people who are 
temporarily unemployed, to people who are permanently unemployed due to disability. 
Temporary unemployment tends to be a cyclical phenomenon associated with rising 
and falling economic prospects. In a recession, when people are laid off, for example, 
the number of temporarily unemployed will rise as the number of available jobs falls. 
 
The data shows clearly, however, that the number of people who are claiming Universal 
Credit without having to look for work is rising. In January 2019, for example, the 
number of people claiming Universal Credit while “searching for work” was around 
700,000 people, while the number of people claiming Universal Credit while having “no 
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work requirements” was around 350,000 people. By January 2024, the number of 
people claiming Universal Credit while “searching for work” had risen to 1.4 million. But 
the number of people claiming Universal Credit while having “no work requirements” 
rose to 2.3 million. Claimants who were “searching for work” roughly doubled, while 
claimants with “no work requirements” rose 6.6 times. This cannot be explained with 
reference to changes in the unemployment rate. In January 2019, the unemployment 
rate in Britain stood at 4%, while in January 2024 it also stood at 4%. Apart from during 
the pandemic, when there was a brief uptick in unemployment, there seemed to be 
plenty of job openings to accommodate people who wanted to work.65 
 
In this paper, we will not concern ourselves with all the factors that have contributed to 
this enormous rise in claimants for Universal Credit that have no work requirements. 
We merely note that this is a large problem weighing on the fiscal situation of the United 
Kingdom. Here we will focus on one component of welfare spending in the United 
Kingdom: the contribution that is made by the breakdown of stable families in Britain. 
The following chart shows the evolution of family types in the United Kingdom. A few 
trends stand out. Overall, families are falling as a percentage of the population. Yet at 
the same time as the overall share of families is falling, the number of lone parent 
families is rising. This increase was particularly acute between 1996—when the data 
started being collected—and 2012.66 After this, the number of lone parent families fell 
until 2020, and then started to rise again. Overall, the number of lone parent families as 
a share of the population is roughly the same in 2023 as it was in 1996. At the same 
time, however, the number of families as a share of the population overall has fallen by 
around 6.6%. Logically, this means that the overall share of lone parent families as a 
percent of total families has been rising over this period. 
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Figure 7: Author. 
Data Source: Office for National Statistics.67 
 
Next, let us look at the relationship between lone parent families as a share of the 
population, and non-pensioner welfare spending as a share of GDP. The following chart 
shows that they rise and fall together. Outside of the spike in welfare spending 
associated with COVID-19 and the lockdowns, the share of lone parent families in the 
population tracks the welfare spending share of GDP quite well. While correlation does 
not prove causation, this chart is very suggestive and implies that there is a strong 
relationship between the two variables. 
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Figure 8: Author. 
Data Source: Office for National Statistics.68 
 
We can firm up this relationship by looking at the statistics on benefits by family type in 
Britain. The following table shows the percentage of any given family type that receives 
a variety of benefits. Here two broad points stand out. First, a very large percentage of 
single parent families receive benefits—over 90% in total. But a good portion of this 
amount is transfer payments to help families. Second, and more importantly from the 
perspective of our analysis, 50% of single parent families receive income-related 
benefits which can be read as welfare rather than transfer payments. This is 3.3 times 
higher than couples with children that are cohabiting and 6.3 times higher than married 
couples with children. Taken together with the data that shows a correlation between 
lone parent families as a share of the population and welfare spending as a percentage 
of GDP, we can now say with a very high degree of confidence that single parent families 
are having a huge impact on welfare spending. 
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State support received 

In receipt 
of state 
support 

On any 
income-
related 
benefit 

On any 
non-
income-
related 
benefit 

All benefit units 52% 16% 48% 

Couple with children 77% 10% 76% 

Couple with children (married or civil partnered) 76% 8% 74% 

Couple with children (cohabiting) 83% 15% 82% 

Single with children 93% 50% 92% 
 
Figure 9: Author. 
Data Source: Office for National Statistics.69 
 
These statistics will allow us to model their impact, and estimate the number of people 
on welfare in Britain by family type. From here we can estimate what overall welfare 
spending would look like if single parent families were married or cohabiting. The results 
of this model are provided in the table below, and they suggest that if parents that are 
currently single were instead cohabiting, welfare spending as a percentage of GDP 
would fall by around 16.1%. If these same parents were instead married, welfare 
spending as a percentage of GDP would fall by around 19.3%. Since non-pensioner 
welfare spending is currently around 4.7% of GDP, this would mean a decline in spending 
of 0.9% of GDP if lone parents were married and 0.8% if lone parents were cohabiting. 
 
These reductions would represent a very significant decline in public expenditure even 
in the short-term. We have already seen that in the long term, welfare spending is 
projected to increase substantially. So, this initial decline would mean an even larger 
decline in public spending over the long-term. We have already seen that Universal 
Credit spending is projected to increase by 80% between now and 2029-2030, while 
overall public expenditure is expected to rise by only 24%. This projection means that, 
if lone parents were married or cohabiting, we might see a reduction in public 
expenditure of around 1.2% of GDP over the long-term. 
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w/ children (000s) 
Number of 
People On Welfare % Total Welfare 

Married Couple 10,152 812 18.5% 
Cohabiting 2240 336 7.6% 
Lone Parent 2024 1012 23.0% 

    
Lone Parents if Married 2024 161  
Lone Parents if Cohabiting 2024 303  
    
Total Adults Living with 
Children 14416 2160 49.1% 
Total Adults Living without 
Children 38182 2239 50.9% 
Total Adults 52598 4400 100.0% 

    

Welfare - MODEL   
% decline in 
welfare 

Total Adults if Lone Parents 
were Married  3549 -19.3% 
Total Adults if Lone Parents 
were Cohabiting  3691 -16.1% 

    
Total Welfare Spending (non-
pensioner) as % of GDP (2022-
23) 4.7%   
If Lone Parents were Married 3.8%   
If Lone Parents were 
Cohabiting 3.9%   

 
Figure 10: Author. 
Data Source: Office of National Statistics and author’s calculations.70 
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Effective Deterrence: Law and Order 

Another area where we can discern the costs of family breakdown is by considering 
crime. 
 
Knowledge of the link between family formation and juvenile crime is as old as empirical 
sociology and criminology. Pioneering British criminologist and prison chaplain 
Reverend William Douglas Morrison wrote, in his 1915 book Juvenile Offenders, that 
“among the social circumstances which have had a hand in determining the future of 
the individual, it is enough for our present purpose that the family is chief.”71 With the 
rise of econometric and other statistical techniques in the latter half of the 20th century, 
researchers went on to prove this. In their extensive 1986 book, criminologists Ludwig 
Geismer and Katherine Wood summarised the postwar empirical literature saying that 
“family functioning variables as a group seem to be inextricably linked to delinquent 
behaviour. Juvenile delinquency appears to occur disproportionately among children in 
‘unhappy homes.’”72 More recent studies have succeeded in quantifying these effects 
more accurately and have broadened out the links between family formation and crime. 
Meta studies—studies that survey multiple studies—have confirmed the initial 
findings.73  
 
Looking at simple surveys of the family backgrounds of prison inmates clearly shows the 
link between family formation and adult crime. A recent study by the British government 
found that 24% of adult prisoners stated that they had been in care at some point in 
their childhood. For reference, in 2022 there were a record 82,170 children in care in 
England out of a population of 12.7 million. That means that while in any given year only 
around 0.64% of children will be in care, 24% of prisoners will have been in care.74  
 
Some of the recent literature on how family formation impacts the propensity to 
commit crime is even more interesting from the perspective of family policy. There is 
substantial evidence that having a child reduces criminality for the child’s parents: for 
mothers this starts during pregnancy with drug, alcohol, and economic-related arrests 
falling precipitously. Arrests increase shortly after birth but remain at only 50% of their 
former levels. The impact is not quite as large for fathers but is still significant, with 
arrests for fathers falling by about 20% for property, drug, and driving under the 
influence. Marriage seems to be a strong predictor for low crime rates too, including 
domestic violence.75 
 
Crime has impact on both economic growth and government budgets. Recent estimates 
indicate that in 2017, crime cost the American economy approximately $2.6 trillion. 
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Simple monetary expenditures caused by criminal offending cost the economy around 
3% of GDP, or roughly equivalent to what is spent on national defence, while 2.5% of 
total spending on healthcare was due to criminal victimisation.76 These are shocking 
numbers and much underappreciated by both policymakers and the public.  
 
Crime also costs the taxpayer money. The following chart shows the relationship 
between the homicide rate in the United Kingdom and public safety expenditure as a 
percentage of GDP. We see that there is a very clear correlation. Public spending on 
public safety tends to rise and fall with the homicide rate. This is unsurprising. When 
homicide rates rise, policymakers get concerned about public safety and channel more 
public expenditure into the sector. When they fall, and voters are less concerned about 
crime, and these expenditures tend to fall. 
 

 
 
Figure 11: Author. 
Data Source: Office of National Statistics.77 
 
Knowing this relationship allows us to calculate roughly how much money might be 
saved if crime were at a lower level. Here, however, we must be careful to establish a 
solid base case. We only have public safety expenditure data since 1978 which is why 
this is the starting date in the above chart. We have data for the British homicide rate 
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going back to 1898, however. If we assume that the relationship between the homicide 
rate and public safety expenditure holds looking backwards, this allows us to model the 
rate of public safety expenditure. This is shown in the following chart. This chart is 
important because it should provide the baseline scenario of what we assume to be a 
“normal” amount of crime. As previously discussed, family breakdown in Britain had 
already begun to take place by 1978, so using data from this year to establish our base 
case is misguided. This longer-term data shows that the homicide rate was extremely 
stable between 1898 and the late-1960s—the very time when no-fault divorce was 
legalised and the divorce rate started to climb dramatically. We also see that the 
homicide rate before the late-1960s was substantially lower than it is today. We would 
argue that it is this pre-no fault divorce homicide rate that we should take as our 
baseline scenario when considering the impact of family formation on public safety 
expenditure. 
 

 
 
Figure 12: Author. 
Data Source: Office of National Statistics and author’s calculations.78 
 
This baseline allows us to estimate what public safety expenditure might be if Britain 
had more stable family formation. Between 1898 and 1970, our model shows that 
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average public safety expenditure as a percentage of GDP was around 1.35%. Between 
1970 and today, however, the average was around 1.7%. This increase implies that if 
homicide rates came down to pre-1970 levels, because Britain was producing more 
stable family structures, public safety expenditure might fall by around 0.35% of GDP. 
 
The data on crime shows clearly why governments should pursue “family policy” rather 
than simply “pro-natal policy”. Firstly, it is unlikely that pro-natal policy will work without 
family policy because the trends that are causing low fertility rates have been in motion 
for many years and have become deeply rooted in our culture. But beyond this obstacle, 
the benefits for society of maintaining intact families is enormous. When looking at the 
extensive literature on the effects of family breakdown—effects which we did not 
understand half a century ago when these trends started, but we do today—many of 
the “hot button” issues in politics can be traced back to family breakdown. In a society 
that was more pro-family—that promoted family in its media and supported it through 
fiscal policy—there is good reason to think that these problems would not be nearly as 
bad. 
 
 
 
Part 3: The Closest Thing to a Silver Bullet: The Case for Family 
Policy   
Family policy should be conceptualised as impacting much more than simply the fertility 
rate. While it is no doubt true that developed Western countries are facing a 
demographic meltdown and that this will put severe strains on their economies and on 
their welfare and pension systems, the benefits of family policy go far beyond staving 
off demographic catastrophe. Targeting the fertility rate by gearing the government 
benefit system to aggressively encourage family formation and childbirth could prove to 
be a reliable way to maintain economic growth. For years economists and policymakers 
have focused obsessively on productivity growth. But they have only done so due to the 
ideological blinders that have adopted from taking mainstream macroeconomics 
courses, which impose very limited conceptions of what makes economies grow. The 
reality is that policymakers have little to no control over productivity growth—indeed, it 
is not even clear what productivity growth is. Yet there are good reasons to believe that 
they could try to gain control over the fertility rate. 
 
Yet the benefits of family policy do not stop here. Money spent on family policy can also, 
via its encouragement of higher marriage rates and lower divorce rates, have a major 
impact on crime. It can also, through this same mechanism, bring down rates of mental 
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illness and drug abuse. Nor are these simple “qualitative” changes that improve quality 
of life, although they undoubtedly do. As we have seen, more and more people are 
dropping out of the shrinking labour force and two of the largest causes of this are 
mental health issues and drug abuse. Rising crime is costing a fortune and sucking up 
economic resources. The deeper we dig the more we see that a great many of the 
economic problems we currently face can be traced back to poor family formation. 
 
 
A Case for Family Policy, Not “Natalist” Policy 

It should be obvious at this point why this paper has been preoccupied with “family 
policy” in the first place, rather than, say, a “natalist policy”—because the goal of such 
a policy is to form families. Of course, the long-term goal of a family policy is to raise the 
birth rate, but this should not be seen as the exclusive goal. Since the debate on family 
policy has broadened and deepened there has been a distressing tendency of 
commentators and policymakers overly focusing on short-term metrics. They will point 
to countries such as Hungary—a country that is now at the centre of the family policy 
debate due to it being a leader in experimenting with pro-family policies—and chastise 
them for not raising their birth rates.79 This displays an overly technocratic conception 
of family formation and childrearing, as if birth rates are a variable that can be 
“controlled” by the government much in the same way that the central bank controls 
the interest rate. This is obviously wrong-headed. The decline in fertility we are seeing 
across the world is due to deep-rooted cultural changes that have taken place over the 
course of a century or more. These changes have resulted in people setting their priority 
to form a family much lower than is economically or socially sustainable. Reversing these 
cultural changes or channelling them in a more sustainable direction is a far more 
complex task than a central bank raising or lowering interest rates.  
 
This is why we focus on “family” rather than simply on “natalism”. The short-term goal 
of a family policy is—to put it simply—to incentivise family formation. As this 
normalisation takes place, we expect that an increase in the number of children will 
follow logically—although it may not follow immediately. Looked at from this holistic 
rather than crudely technocratic perspective, the Hungarian family policy is bearing 
fruit. Between 2010 and 2021, as the Hungarian government instituted their family 
policy, the TFR increased 27%. But it has been called into question by some who 
highlight that there has been a recovery of birth rates across the region in this period 
due to an economic recovery that has taken place after the effects of the Global 
Financial Crisis of 2008.80 This criticism has been followed up by pointing to the falling 
birth rate in Hungary due to the negative economic consequences of the war in 
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Ukraine.81 Once again, we believe that focusing on these short-term statistics is based 
on a misguided conception of how a family policy should work. Rather than watching 
for short-term moves in the Hungarian fertility rate, we would be far better off looking 
at the rate of family formation and stability in the country in the wake of the family 
policy measures implemented there. Between 2010 and 2021, the marriage rate in 
Hungary rose 102% while the divorce rate fell 24%. Hungary now has gone from having 
one of the lowest marriage rates in Europe in 2011 (3.6) to the highest in 2021 (7.4). No 
one disputes that these enormous changes to the marriage statistics in Hungary are due 
to the government’s family policies.  
 

 
 
Figure 13. 
Data Source: Eurostat;82 OECD.83 
 
We might also look at the age of first marriage. This should have a big impact on family 
formation, as early marriage encourages early childbearing which in terms predicts 
larger families.84 When we look at the data, we see that the age of first marriage has 
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risen in Hungary between 2011 and 2021, but it is one of the smallest increases in 
Europe—beaten by Greece and almost identical to Switzerland. A regional comparison 
is instructive here: in nearby countries of similar levels of economic development like 
Romania, Poland, Czechia, and Slovenia the age of first marriage has increased on 
average by 5.63% in this time period, but for Hungary it has increased only 2.53%. 
Obviously, Hungary should be trying to reduce the age of first marriage, but the fact that 
the increase is one of the smallest in Europe and is less than half that of its peers in the 
region shows that the family policy is likely having a large impact. This is especially so if 
we consider that prior to the family policies being enacted in Hungary, the age of first 
marriage was rising rapidly in the country roughly in line with its peers in the region.85 
 

 
 
Figure 14. 
Source: Eurostat;86 OECD.87 
 
We believe that other commentators and researchers have missed just how profound a 
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family policies as were before the implementation. This represents an enormous 
cultural shift within the country. Cultural trends spread through social mimesis. That is, 
people change their behaviour in line with their social peers.88 For example, in the 
nineteenth century and even in the first half of the twentieth century, it was seen as 
“normal” to settle down and have a family—usually quite early in adulthood. A person 
living in this society would not so much get married and have a family out of social 
pressure as they would simply because it was what everyone else did. Viewed from this 
perspective, the achievement of the Hungarian family policy is remarkable. What the 
statistics suggest is that it is becoming increasingly “normal” for young people to get 
married rather than simply cohabit.  
 
This is a far more fruitful approach to family policy: rather than obsess over short-term 
moves in birth rates that are highly influenced by economic events, focus on the cultural 
and social changes in a country that will lead to a long-term revitalisation of family life 
in the future. The Hungarian Prime Minister himself has stated that the goal is to get 
birth rates back to replacement level (2.1) by 2035 which seems like a far more tractable 
goal than trying to hit a birth rate target in the next year. 
 
 
 
Conclusion  
This paper has sought to provide a comprehensive view of the implications for 
prosperity of good social policy and family policy.  
 
The family touches everything, from birth rates through to the basics of social 
flourishing. In turn, each of these areas has profound ramifications for the health of our 
economies and the burden of government spending.  
 
This paper has shown that we must reframe how we think about economic growth. 
There is more to long-run economic growth than productivity, yet few economists take 
the time to think about the factors that drive the growth of the productively employed 
population. Two key components of this are labour force participation and population 
growth. We have argued here that restoring the family is critical if we are to see an 
uptick in our demographic trends and a reversal of the downward trajectory in labour 
force participation. We identified that the factors which are influencing these trends—
be they low fertility rates, mental health issues, drug abuse, or criminality—are all 
deeply tied to family breakdown.  
 



 Family Matters 
 

 
37 

 

Similarly, our burgeoning government budgets are symptomatic of a frayed social fabric. 
Someone has to shoulder the burden of care a society needs: it will be the state or the 
family. Rising mental health costs are a function of family breakdown, and the same 
story runs through crime, substance addiction, and welfare.  
 
Many of the points in this paper could be followed up with entire studies of their own. 
Our hope is that this will provide a window into a fresh form of analysis, one that does 
not neglect the significance of the family but recognises that it touches every aspect of 
life.  
 
Family policy may not be the single silver bullet needed to solve all our social and 
economic problems. But as policies go, it is the closest to a single bullet that we have. 
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