
	
NEW REPORT: “Baby Bonus” is often ineffective in addressing low birth 
rates in post-socialist countries 

With the United Nations International Family Day coming up next Monday (15 May) 
IZA World of Labor will be publishing a timely report showing that post-socialist 
countries continue to experience low birth rates despite costly pronatalist policies 

Since the start of the transition period, all former socialist states have been going through 
significant demographic changes, resulting in negative population growth, skewing their 
overall demographics toward old age. Thus, a number of post-socialist countries have chosen 
to address the issue of low fertility by devising pronatalist policies (with the amount of child 
subsidy ranging from 0.8% of GDP in Poland to 2.2% in Hungary). These policies aim to offset 
the cost of raising children, thereby encouraging childbearing. 
 
According to economist Olena Nizalova of the University of Kent there is little evidence of the 
effectiveness of child subsidy schemes in addressing the demographic challenge. This 
indicates that women and their families face other factors aside from direct costs of 
childrearing when making decisions about having children. Nizalova suggests the “Baby 
Bonus” in post-socialist countries has been undermined by the Motherhood Wage Penalty 
(MWP) that now exist in these countries. As part of the gender pay gap, the motherhood wage 
penalty can represent a significant cost to being female and having children.  
 
There is significant variation in estimates of the MWP across countries. On the one end there 
are countries where mothers’ wages are practically the same as that of non-mothers 
(Australia, Belgium, Finland, Greece, Israel, Italy, and Sweden); on the other countries with 
very large penalties of 20% or greater (Germany, Ireland, and the Netherlands). Interestingly 
studies in Canada and Israel where there is almost no MWP show that child subsidy has had 
a positive effect on birth rates, while in countries with a higher MWP there seems to have been 
no effect on fertility. 
 
Nizalova suggests that based on these findings policy measures to decrease the motherhood 
wage penalty may be better alternatives than baby bonuses, as they will also reduce the 
gender pay gap. Studies have found that the MWP is affected by policies that target mothers’ 
labor market attachment, such as moderate-length maternity leaves, publicly funded childcare, 
lower marginal tax rates on second earners, and paternity leave; these policies are all 
correlated with smaller MWPs. 
 
Please credit IZA World of Labor should you refer to or cite from this report. 

Please note: We have a new website which offers a range of new features including a new 
key topic site with latest research around childcare policy and maternal employment. 
 
 
Media Contact: 
Please contact Anna von Hahn for more information, to read the report in advance of 
publication or for author interviews: anna.vonhahn@bloomsbury.com or +44 7852 882 770 
 
 

 



	
 

Notes for editors: 

IZA World of Labor (http://wol.iza.org) is a global, freely available online resource that provides 
policy makers, academics, journalists, and researchers, with clear, concise and evidence-
based knowledge on labor economics issues worldwide. 

The site offers relevant and succinct information on topics including diversity, migration, 
minimum wage, youth unemployment, employment protection, development, education, 
gender balance, labor mobility and flexibility among others. 

Established in 1998, the Institute of Labor Economics (www.iza.org) is an independent 
economic research institute focused on the analysis of global labour markets. Based in Bonn, 
it operates an international network of about 1,500 economists and researchers spanning 
more than 45 countries. 


