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Abstract 

Economics of Childbearing and Pronatalist Policies 

Page 3 – 6 

 

The brief opens a series of FROGEE Policy Briefs aimed at providing overviews and the 

popularization of economic research related to gender equality issues. The current brief 

introduces the general rationale behind fertility decisions and policy interventions. It 

summarizes the economic literature on the effects of different types of policy interventions on 

enhancing childbearing. A well-documented phenomenon in developed countries is that 

fertility declines with income levels and as countries become richer, fertility rates fall over time. 

This negative fertility-income relationship is mainly due to two distinct trade-offs faced by 

individuals. The quality-quantity trade-off manifests itself in the tendency of well-off 

individuals to choose to invest more in a child’s quality and therefore forgo quantity. Another 

trade-off arises from the fact that raising children takes time, which confronts parenthood with 

people's career opportunities. The brief continues by summarizing economic research on the 

effectiveness of various pronatalist policies. It appears that the most effective ones are exactly 

those which aim at the elimination of the discussed trade-offs. In particular, policies which are 

able to free the time of potential parents or combine parenthood with career, appear to be most 

promising. 

 

Maternity capital program in Russia 

Page 6 – 9 

 

Russia experienced a significant decline in the fertility rate in the 90s. In 2007 a pro-natality 

policy aimed at improving financial incentives for child bearing was launched, the so-called 

maternity capital program. More than 5 bln USD was allocated across 9 mln families over 11 

years. Several studies explored micro-level evidence and confirmed the positive impact of the 

policy on the fertility rate. Still, there is a need for institutional changes to ensure gender 

equality and the improvement of living conditions of young families to make the increase in 

fertility sustainable. 
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Economics of Childbearing 

and Pronatalist Policies  

Introduction to FROGEE policy briefs  

FROGEE Policy Briefs is a special series aimed at 

providing overviews and the popularization of 

economic research related to gender equality 

issues. Debates around policies related to gender 

equality are often highly politicized. We believe 

that using arguments derived from the most up to 

date research-based knowledge would help us 

build a more fruitful discussion of policy 

proposals and in the end achieve better outcomes. 

The aim of the briefs is to improve the 

understanding of research-based arguments and 

their implications, by covering the key theories 

and the most important findings in areas of special 

interest to the current debate. The briefs start with 

short general overviews of a given theme, which 

are followed by a presentation of country-specific 

contexts, specific policy challenges, implemented 

reforms and a discussion of other policy options. 

Introduction to Economics of 

Childbearing 

We start our series with childbearing, a topic that 

is tightly related to gender issues and an area with 

a high degree of public policy intervention. From 

an economic point of view, there are several 

potential reasons why public policy interventions 

concerning fertility may be beneficial for society 

and why – when left without support – decisions 

of parents might be suboptimal from the social 

point of view. In order to better understand these, 

one must first consider the intuition behind the 

theoretical economic approach to family relations 

in general and to fertility decisions in particular, 

much of which draws on the seminal contributions 

of Gary Becker (Becker & Lewis 1973; Becker & 

Tomes 1976). 

In Economics, goods are any real objects that 

satisfy people’s needs and typically come at some 

cost. Becker’s approach to the family extends this 

reasoning to human relations, and presents 

decisions on partnership, divorce and family 

formation in the context of ‘economic’ trade-offs 

between costs and benefits. Since having children 

is associated with considerable costs (both in terms 

of money and time) as well as gains in a number 

of dimensions, the decision to have a child can be 

formulated as an economic decision. However, 

viewed from this perspective, the choice to have 

children turns out to be special in several 

dimensions. 

Negative Income-Fertility Relationship and 

Low Fertility 

One of the most robust observations regarding 

fertility is that – in contrast to many other types of 

expenditures - there is a strong negative 

association between earnings and number of 

children (Figure 1). This negative income-fertility 

relationship has been observed in every developed 

nation, both when examined over time in relation 

to income growth and when looked at in a cross-

country comparisons (see Jones et al. 2011). Figure 

2 shows this relationship in a broad macro 

perspective: historically, as the world's per capita 

GDP has grown fertility rates have tended to 

decline. 

There are several potential drivers behind the 

above relationship. Two of the most established 

explanations are opportunity cost and quality-

quantity trade-off, and they relate to several 
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special features of the costs and benefits of having 

a child and the very nature of the family. 

Figure 1. The relationship between total 

fertility rate and GDP per capita 

 

Source: World Bank. 

Figure 2. Trends in total fertility rate by region, 

1950-2050. 

 

Source: World Bank. 

Money and Time Costs 

A rather unique property of family formation is 

that costs related to childbearing are expressed 

both in terms of money and time. Because of the 

latter, high-earning parents face higher 

opportunity costs of the time necessary to raise 

a child. This might not only contribute to the 

aforementioned negative fertility-income 

relationship, but has also been shown as one of the 

main reasons behind low fertility in developed 

countries. One of the most common policies used 

to increase fertility is money transfers which come 

in the form of family allowances, baby bonuses or 

tax credits. According to the UN Population Facts, 

at least 96% of developed nations have this type of 

policy. OECD countries, on average, spend 

around 4% of their GDP on this kind of assistance 

and the average effect of such interventions has 

been estimated to increase the total fertility rate 

(TFR) by 0.08 – 0.35 (Luci-Greulich & Thevenon 

2011). The main reason why one needs to spend a 

lot of money to gain a relatively small increase in 

TFR is that low fertility is a «first world» problem, 

i.e. most of the targeted individuals are not 

bounded by the monetary costs of a child.  

Policies that take the time-cost of children into 

account promise a higher potential effect in 

developed countries. For example, Raute (2019) 

uses German data to find an 18% increase in 

fertility among women with earnings above the 

median after the introduction of earnings-

dependent paid maternity leave policy. 

Quality — Quantity Trade-off 

In economics, the idea that education, health and 

other factors increase human productivity and 

potential is conceptualized in a notion of “quality 

of human capital”. As the return on investment in 

human capital rises, parents may choose to have 

fewer children and focus their time and financial 

‘investments’ in their quality. Some of the most 

convincing evidence on the strength of the quality-

quantity trade-off was revealed using the data on 

twin births and on family sizes by Hanushek 

(1992) and Li et al. (2008). 
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Cultural Norms 

Relatively recent research on the determinants of 

fertility has documented the substantial and 

persistent influence of cultural norms on fertility. 

This is reflected in the variation of fertility levels 

within countries among people of similar financial 

status, but coming from different cultural 

backgrounds. For example fertility levels among 

immigrants in the developed world tend to 

resemble those in their countries of origin (see, e.g. 

Beach & Hanlon 2019, Families and Societies 2015), 

and while cultural norms change and can also be 

affected by the policy environment (Bassi & Rasul 

2017), there tends to be a substantial degree of 

time-dependence in how norms evolve and adjust. 

Internal Costs and External Benefits  

The last special feature of childbearing from an 

economic perspective is that although most of the 

costs in terms of time and money related to 

children are borne by parents, a large portion of 

future economic gains of an additional person is 

external to the family and benefits the wider 

society. When an adult enters the labor force, 

begins to produce goods and services for other 

people and pays taxes to the government, his or 

her parents would not be able to capture any 

significant portion of these benefits (Schoonbroodt 

& Tertilt 2014). From an economic perspective this 

suggests that the social value of children is higher 

than the private (parental) one. This situation is 

one of the main arguments for public policy 

intervention with regard to fertility. Whenever 

social benefits outweigh private benefits, 

subsidizing private choices may result in overall 

welfare improvements. 

Fertility Enhancing Policies: What 

Works and What Doesn’t? 

From the perspective of encouraging fertility, 

there is a wide range of options available to 

policymakers. On the one hand paid parental 

leave and subsidized childcare can mitigate the 

conflict between career and parenthood, while the 

introduction of paternal leave attempts at 

balancing out the time out of work between the 

two parents and at changing their allocation of 

time to childcare. On the other hand, child-related 

money transfers are aimed at reducing financial 

constraints on families who limit or postpone 

fertility because of their financial status. In 

practice it is often hard to measure the effects of 

particular fertility-enhancing policies due to the 

lack of data and an absence of specific policy 

implementation designs, which would allow 

policy evaluation. However, there is evidence that 

fertility-enhancing policies can be successful in 

stimulating fertility. Luci-Greulich & Thevenon 

(2011) find that the most effective cash transfers 

are those targeted at the youngest children (aged 

0-3), while those that are paid out around the birth 

appear to be less efficient. A number of studies 

prove the positive impact of transfers to families 

with children on fertility rates (d’Addio & d’Ercole 

2005, Ermisch 1998, Milligan 2005, Whittington 

1992, Whittington et al. 1990). Developments over 

the recent decades in Sweden are often used as an 

example of a successful family focused package, 

although given the multitude of different schemes 

running at the same time it is difficult to 

disentangle their specific implications (see 

Björklund 2006 for the evidence from Swedish 

policy reforms and Luci-Greulich & Thévenon 



 

6 

2013 for a broader overview of the existing 

research on fertility-enhancing policies). 

Kalwij (2010) and Raute (2019) focus their 

attention on policies which alleviate career — 

parenthood trade-offs. Raute (2019) finds 

especially large effects of the adequate 

compensation of forgone earnings of high earning 

women (the author also contributes 

a comprehensive literature review of studies on 

the effects of alleviating the opportunity cost of 

children). Doepke and Kindermann (2016) 

complement these findings by providing evidence 

that fertility is especially responsive to policies 

that specifically reduce the childcare burden for 

women.  

The evidence on the effects on fertility of another 

popular type of family policy, maternity leave, is 

less clear. Since most of the developed nations 

nowadays do have paid maternity leave, it is hard 

to measure the effect of its availability on the 

decision to have children. However, different 

durations of maternity leave across countries and 

changes in those durations allow economists to 

draw some conclusions. Although some 

researchers do find a positive effect of maternity 

leave duration (Adserà 2004), others fail to 

support this conclusion using different sources of 

data and experimental designs (d’Addio and 

d’Ercole 2005, Olivetti and Petrongolo 2017). 

Concluding Remarks 

A better understanding of the economic approach 

towards family formation and fertility can be 

helpful in thinking of a re-design of family-

focused policy packages. It is beyond the scope of 

this brief to provide a full overview of the 

extensive body of economics research on this 

topic, but the evidence tends to suggest that a set 

of successful policy tools to encourage fertility is 

available. The basic concepts presented here can 

hopefully serve as background to a systematic and 

evidence-based discussion on public policy in this 

field. It should be noted that since parenthood is 

one of the most important choices in the life of 

many people, it is inherently related to many other 

individual choices and outcomes. Therefore, any 

policy aimed at increasing fertility will inevitably 

affect other important dimensions such as income 

inequality, taxation, gender equality, health and 

child development, among others. This means that 

any public intervention should always carefully 

consider its potential positive and negative side 

effects. 

Maternity capital program in 

Russia 

The demographic situation in Russia has been 

recognized as an important challenge for 

economic development a long time ago. In the 

medium and long term substantial volatility in 

population cohort sizes is no less dramatic than 

external balance volatility, but at least it is more 

predictable. There are several components that 

contribute to the changes. Besides century-long 

term trends in fertility identified by demographers 

and cycles originating from the Second World 

War, the collapse of the Soviet Union and the 

subsequent transition to a market economy added 

more new developments both on the side of 

fertility and mortality. A drop in the size of 20-24 

year old and younger cohorts in population 

pyramid as of 2018 (Figure 1) reflects some fertility 

consequences of transition.  
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Figure 1. Population pyramid in Russia, 2018. 

  
Source: PopulationPyramid.net. 

Figure 2. Total fertility rate in Russia (birth per 

women). 

  
Source: World Bank. 

A drop in the fertility rate from 2.22 birth per 

woman in 1987 to 1.15 in 1999 was one of the most 

dramatic among the transition countries (Figure 

2). Based on micro-data, as of 1994 Kharkova and 

Andreev (2000) showed that second births were 

especially affected (50% decline), while third 

births dropped to a smaller extent (by 27%). 

The literature identifies several factors behind this 

drop. On the one hand, the economic hardship of 

the 90s, which led to a sharp decline in income, is 

believed to have contributed to this decline, while 

on the other hand an increase in the cost of child 

care facilitated these tendencies (Kohlman and 

Zuev 2001). An increase in uncertainty due to 

changes in the way economic and welfare systems 

operate is also recognized as an important reason 

for the drop in fertility (Kohler and Kohler 2002).  

It is worth mentioning that there are studies which 

provide opposite evidence. Kohler and Kohler 

(2002) use micro data to show that women who 

were affected by labor market crises often had a 

higher probability of having another child in the 

period between 1994–1996 than women who were 

less affected by such crises.  The authors consider 

the argument that fertility might be used as an 

“uncertainty reduction strategy” in times of 

economic turmoil as a possible explanation for 

these findings, building on the Friedman et al. 

(1994) argument that children are one of the most 

important "global strategies" available to 

individuals and couples to reduce a broad range 

of economic uncertainties. 

The Russian government recognized the problem 

in the early 90s. Nevertheless, real substantive 

policies at federal level were not put in place until 

2005, when the threat of the negative effects on the 

labor market and social security system became 

more tangible. The main policy emphasis was on 

providing financial support to  mothers via the so-

called maternity capital. 

Legislative framework 

Maternity capital is a form of public subsidy to 

Russian families with children. The one-time 

subsidy is offered since January 1, 2007 to mothers 

who are citizens of the Russian Federation and 

give birth or adopt a second or subsequent child. 

The size of the subsidy was established as 250 

thousand rubles in 2007 (roughly 10 thousand 

USD) which was comparable to 18-months 

average wage in Russia, and was annually 
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indexed to account for inflation and ruble 

depreciation. As of 2016 maternity capital is fixed 

at the level of 453 thousand rubles (around 7 200 

USD as of 2019). 

An important feature of this subsidy is that it is not 

paid in cash. There are only several ways how the 

money can be spent. First, it can be used to 

improve the living conditions of the family. 

Second, it may finance child education. A special 

amendment has been made for children with 

disabilities and in such cases money can be used 

to facilitate their social inclusion and integration in 

society. Finally, money can be used as a mother’s 

pension savings. Maternity capital is provided by 

the Pension Fund of the Russian Federation (RF) at 

the request of the mother directly to the supplier 

of the service (or of the father, in case of the 

mother's death or in the case of full child custody 

given to the father). There is generally a 3-year 

waiting period after the child is born before the 

money can be allocated, with a few exceptions. 

Starting from 2008, the money can be used for 

mortgage payment right after the child is born. 

Unsurprisingly, this option is used in 77% of cases. 

Initially, the program was planned until 2018, but 

currently it is prolonged until 2021. In 2011 the 

federal government requested regional authority 

to supplement the federal program. So, in 2012 

many regional initiatives were also launched 

either in the form of financial or in-kind support 

for families with new born children. For example, 

Smolenskaya and Ulyanovskaya oblasts provided 

financial subsidies, and Ivanovskaya and 

Vologodskaya oblasts a piece of land (to families 

with a third child). Regional programs are diverse 

in terms of size of the subsidy and its pre-

conditions. 

In December 2018, the Pension Fund of the RF 

reported that 8,9 mln certificates were issued and 

5,5 million families (61%) spent the subsidy in full. 

A year earlier the Pension Fund reported that 2 

trillion rubles (around 50 bln USD) were allocated 

in certificates to 5 mln families. 

The effectiveness of the policy 

From a statistical point of view, Russian pro-

natalist policy looks like a success - the number of 

births within the first five years of the reform rose 

from 1.5 million to 1.9 million and the total fertility 

rate increased from 1.31 to 1.69 (Levin et al. 2016).  

Moreover, causal studies also confirm this view. 

Slonimczyk and Yurko (2014) estimate a structural 

dynamic programming model of fertility and 

labor force participation and find that the program 

increased long-run fertility by about 0.15 children 

per woman. Chirkova (2013) analyses the impact 

of the reform on the decision to have a second 

child in the framework of a binary choice model of 

fertility exploiting the variation in the financial 

incentives. She shows that the policy increased the 

probability of having a second child by 2.2 

percentage points. She also explored the gender 

aspect of the policy and demonstrated that the 

financial incentives have an even stronger effect in 

families with a first-born girl – the probability to 

have a second child in these cases increased by 3.3 

percentage points. 

Sorvachev and Yakovlev (2019) apply regression 

discontinuity analysis and document both a short 

term increase in fertility (by 10%) and a long term 

effect (by 20%) as a result of maternity capital 

implementation in 2007.  
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They also demonstrated important side effects of 

the policy such as the increase in family stability: 

the policy resulted in a reduction in the share of 

single mothers and in the share of non-married 

mothers. There was also a spillover effect on the 

housing market – both the supply and price of new 

houses increased as a result of the program. Using 

cross-regional variation in housing market effects 

and fertility changes, the authors demonstrated 

the importance of housing conditions for fertility -  

the effect of maternity capital was stronger in 

regions with a shortage of housing, and in regions 

with a higher ratio of the subsidy to the price of 

housing. Besides an analysis of the policy impact, 

Researchers also estimated the effectiveness of the 

policy and found that an additional birth costs the 

Russian budget 50,000 USD.  

While economists report positive effects of the 

maternity capital policy, demographers are more 

cautious. Preliminary analysis performed by 

Frejka and Zakharov (2012) indicates that as of 

early 2012 childbearing only slightly increased 

and that the fertility rate appeared to remain at 

around 1.6 births per woman. The authors 

presume that one of the important reasons for the 

ineffectiveness of the policy might be insufficient 

attention to improving the living conditions of 

young people and the promotion of gender 

equality. They also estimate that a more definite 

evaluation of the policy can be done around 2020. 

Conclusion 

As of 2007, the pro-natalist policy of the Russian 

government brought an increase in the number of 

births and there is evidence that it affected the 

fertility rate as well. The next few years will be 

essential in proving the sustainability of these 

changes. However, demographers warn that more 

attention should be paid to ensure improvement 

of living conditions of young families in Russia. 

and gender equality in order to convert financial 

resources in real and long-term fertility increase. 
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