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Has Fiscal Expenditure on Education Reduced the Birth Rate?
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Abstract: Based on Diamend( 1965) model we constructed an overlapping — generation model with endogenous fertility by introducing

both government behavior and intergenerational individual optional choice and discussed the impact of government’ s education

spending on individuals’ reproductive behavior. We found that government’ s spending on education restrained fertility under certain

conditions. We employed system GMM to study the dynamic evolution of the birth rate especially we considered the endogenous

variables such as the birth rate of lag items and government expenditure on education. We conducted an empirical test with China’ s

provinces panel data from 1996 to 2009. The empirical results showed that fertility had been negatively affected by expenditure on

education. Experience was consistent with the theory which demonstrated that fiscal expenditure on education both reduced the

population and improved the quality of the population under Chinese tradition of “many sons”. This study provided a strategy for the

transition of the National Population and Family Planning Policy.
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