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Executive Summary

Finland's fertility rate has fallen by roughly one-third since the first decade of the 2000s - the steepest
decline in the European Union. The trend is driven above all by fewer and later first births. Today,
almost half of all Finns reach the age of 30 without children, and Finns on average do not end up with
the number of children they hoped for. Family formation is strongly stratified by household income,

where higher-earning couples are also likelier to have offspring.

We propose Vauvasampo, a fund for future parents. The aim is to support young adults in achieving
the family sizes they desire, to compensate parents for their investments of time and money, and to
support child and family wellbeing. The core mechanism is simple: The state earmarks €5,000 for every
child born in Finland. The capital is invested in publicly traded securities over several decades and
grows through compound returns. The accumulated balance is paid out when they become a parent:
70 per cent at the first child (estimated to 13 200 € for each parent), 60 per cent of the remainder at
the second (around 3 900 €), and the rest at the third (around 2 800 €). The sums can be calibrated to
favour earlier births. Unused funds and their capital gains are returned to the fund and earmarked for

the next cohort of newborns.

Because the new fund would come into full effect only after one generation, we also propose an
interim model with more modest baby bonuses that would run alongside the fund for around 20 years.
It would pay parents a one-off €5,000 for the first child, €2,000 for the second and €500 for the third,

channelled through Finnish social security.

We built an agent-based population projection model, calibrated on register data from the 2020s, to
estimate costs and fertility effects of both proposed benefits. Simulations suggest that the interim
model could raise the total fertility rate from around 1.3 today to about 1.6, and the full Vauvasampo
model could further raise fertility closer to 2 children per woman. This would correspond to the family
size Finns themselves desire. Childlessness at age 45 and the income gap in first-birth progression could

narrow almost by half.

The average annual public cost of both Vauvasampo and the interim model over 2027-2075 is
estimated at around €325 million. That sum corresponds to 0.12 per cent of current GDP, 0.8 per cent
of current yearly expenditure on retirement, and 23 per cent of current child-benefit expenditure in

Finland. Vauvasampo is expected to be largely economically self-sustaining after one generation.

Several funds initiatives have been developed to support fertility or young citizens. Our proposal is
distinct in that it targets future parents. Vauvasampo combines the Finnish word for baby (‘vauva’)
with a mythical device (‘sampo’) from the Kalevala epic symbolising abundance, prosperity, and good
fortune. It could represent the next phase of family-friendly Nordic politics, and a model of
intergenerational solidarity in ageing societies.
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“And so this generational wedge where more and more of our nation’s resources are going to take
care of the elderly, while we're having fewer and fewer babies, which is not the way sort of a forward-
looking dynamic economy society looks like. That mismatch and that increasing burden and the lack of
investment in kids, I'm worried that sort of to be a forward-looking society, one where people are
optimistic and feel like they can have kids, we actually need to be spending much more on kids, but
our ageing population is taking up more and more of our resources."

How will falling fertility rates hurt the economy? With Melissa Kearney. Financial Times 1.5.2026.

“So, what is to be done? ... The correct answer is to help and reward parents, especially mothers. What
they do shapes the future. The rest of us can only help.”

Martin Wolf: To raise low birth rates, we must help mothers. Financial Times 25.2.2026

"The possibility should be explored of creating a financial incentive to promote earlier childbearing, so
that people can better realise their fertility intentions while it is biologically feasible."

Measures to support fertility intentions and raise the birth rate. Memorandum of the preparatory
working group for the population policy programme [translated from Finnish]. Publications of the
Finnish Government 2025:35.
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1 Background

The objective of this working paper is to introduce a new fund to support parents and family formation.
The Introduction provides a brief background of fertility decline and its current drivers, with a focus on
Finland where this proposal was developed. We then present the Vauvasampo fund, its core principles
and financial mechanisms, as well as an interim solution until the fund is fully working. Lastly, a
microsimulation of the Finnish population allows us to evaluate expected effects of the bonuses.

1.1 Fertility decline and population ageing

Birth rates are declining globally, with average rates having roughly halved over the past 50 years.
During this century, fertility decline has accelerated, undermining earlier predictions that fertility
would stabilise, whether at the theoretical replacement rate of around 2.1 births per woman or at

some lower level.

Two thirds of the world’s population live in countries where fertility is below the replacement level of
2.1. India’s total fertility rate is currently estimated at around 1.9, China’s around 1.1, and several
populations in East Asia have reached levels well below 1 (UNFPA, 2025). Since 2010, the global total
fertility rate has fallen by about 15 per cent, declining in each consecutive year. Around 90 per cent of
all countries have experienced a decline in fertility over this period (Figure 1).

2010 - 2023 TFR change, %
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Figure 1. Global fertility decline. Change in total fertility rates, 2010-2023. Source: United Nations.

In Europe, the EU-27 average fertility rate was 1.34 in 2024. The Nordic countries have also
experienced considerable declines, despite their family-friendly policies. Fertility in Finland is currently
very low, and the recent decline has been the steepest in the European Union (Eurostat, 2025). At the
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start of the century, around 57,000 children were born annually; in the 2020s the figure is around
45,000. The total fertility rate reached above 1.8 in the late 2000s and has since fallen by roughly 30
per cent. In 2024 the total fertility rate was 1.25, the lowest in Finnish recorded history; it has stabilised
somewhat since then and now hovers around 1.3 (Figure 2).
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Figure 2. Total fertility rate and number of births in Finland, 2000-2025. Source: Statistics Finland.

Fertility rates in the Nordics and across Europe are now close to going below 1.3, which has been called
“ultra-low” (Yoo & Sobotka 2018). A return to a theoretical replacement rate above 2 children per
woman is not necessarily a realistic or desirable policy goal (Gietel-Basten, Rotkirch & Sobotka, 2022).
Yet sustained periods of total fertility rates below 1.5 herald rapid demographic change that should
not be trivialised (Lesthaeghe, 2025). Theoretically, in a closed population a total fertility rate of 1.7
implies that a cohort of 100 reproductive-age individuals will produce around 85 children and 72
grandchildren, representing a relatively modest decrease. A rate of 1.3 would correspondingly indicate
100 individuals have 65 children and only 42.5 grandchildren - a significantly faster decline where
the population more than halves within a century.

Europeans want at least two children on average and Finns are no exception: men aged 20-45 desire
around 2.0 and women around 2.1 children on average (Figure 3). Yet if current trends continue, Finns
will end up with 0.5 children less on average, as cohort fertility rates approach 1.5 children per woman
over their lifetime (Hellstrand, Nisén & Myrskyl3, 2020; Sorsa et al., 2023).

Population ageing typically dampens economic growth. The mechanisms include a shrinking labour
supply, a reallocation of the workforce towards less productive service sectors, and slower productivity
growth. Finland has been among the most rapidly ageing countries globally, and evidence suggests this
was associated with economic setbacks.
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Figure 3. Personal ideal number of children, Finns aged 20-45, ‘cannot say’ omitted. Source: Sorsa et al., 2023.

After 2010 Finland’s dependency ratio worsened markedly faster than in similar countries, and this
phase of population ageing was associated with 15.6-27.5 per cent lower per-capita GDP and 8.4-13.9
per cent lower total factor productivity relative to a synthetic control (Kotamaki & Lehtimaki, 2025).

Together with weaker growth and a tightening fiscal constraint, ageing also reshapes the welfare state.
In Finland social spending directed at families with children was about half of social spending tied to
ageing in the 1990s; by 2024 it had shrunk to about a quarter (THL, 2026). Population ageing accounts
for some of the gap, but support for families with children has weakened more than many other social
insurance benefits. For instance, the monthly child benefit has not been adjusted for inflation, and so
the purchasing power of the child benefit paid for the first child has fallen by about 32 per cent since
1994 (Nygard et al., 2019; Ministry of Social Affairs and Health, 2022).

Combined with broader public-sector consolidation, the trajectory risks producing a vicious circle in
which an ageing society is no longer able to invest in its future — that is, in children and young people
(cf. Kearney, 2026). The proposed fund aims to prevent this from happening.

Fertility decline and population ageing

Fertility is very low in increasingly many countries, including Finland.

Finns wish to have around 2 children on average.

Sustained fertility rates below 1.5 implicate rapid demographic change.

Low fertility has accelerated population ageing in Finland, hampering economic growth.
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1.2 New barriers to family formation

Fertility decisions are shaped by many factors. A stable partnership, sufficient income, access to
childcare and other services, and family-friendly workplaces have for many decades been associated
with higher fertility and improved family wellbeing (e.g., Sobotka et al., 2019). Since the 2000s, the
family-formation landscape has also changed. Demographers have shown how factors such as a
decline in stable partnerships and changing narratives of the future shape childbearing decisions
among young adults (e.g., Rahnu and Jalovaara, 2023; Vignoli et al., 2022). Below we highlight two
specific factors: the timing of births and the role of income. These are certainly not the sole factors
driving or explaining fertility decline: digitalisation and value change also accelerated fertility decline
in the 2010s (Golovina et al. 2024; Rotkirch, 2024 and 2025). However, we believe policy initiatives
need to measure up to the scale of societal change in other domains.

1.2.1 Fewer and later first births in Finland

Finland’s fertility decline is driven above all by fewer first births. The fall in first-birth probabilities
accounts for more than four fifths of the decline in the 2010s and 2020s. Compared with 2010, families
are now almost half as likely to have a first child (Figure 4).

Birth order intensities, Finland 2000-2023 (2010=1)
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Figure 4. Probability of progressing to the next child by birth order, indexed to 2010 = 1; first, second, third, and
fourth births, relative to women’s age groups.

The likelihood of having a second or third child has also declined since 2010, but less steeply. In a
European comparison Finland still has a high share of families with three or more children (Eurostat,
2025).
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As a consequence of fewer first births, the share of childless adults grows. Almost two in three men
and one in two women aged 30-34 have no children (Figure 5). Although we cannot know how many
will eventually become parents, lifetime childlessness is likely to rise further (Jalovaara & Miettinen,
2025). Contrary to common belief, the challenge of family formation is common also among
immigrants in Finland (cf. Estévez & Rotkirch, 2026). As illustrated in Figure 5, at least one in two Finns
aged 30-34 is childless. Among 35-39-year-olds, more than 30 per cent of women and more than 40
per cent of men are childless, somewhat more often among those of immigrant background than
among Finns of native origin.

Number of children by age, sex and origin, 2023
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Figure 5. Number of children of Finns by sex and origin, 2023.

Female fecundity peaks in the twenties and declines steeply after age 35 (e.g. Tiitinen, 2022). Male
fecundity also declines, especially after age 40, although less steeply than in women. In addition, the
average age difference between partners in high-income countries is about two years, which means
that very few men become fathers after age 40. Having children at a younger age improves the chances
of having all the children one wants.

In Finland, fertility has fallen most sharply among women aged 20-29 over the past three decades. As
the average age at first birth has shifted from 26 to 30 (Figure 6a), also second and higher order births
have shifted to later ages (Figure 6b). Fewer women below 30 have first births, and fewer women
below 35 have second or higher-order births. Similar trends can be observed for all high-income
countries (Figure 6c-d).

10
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Figure 6a-d. Age-specific fertility by women'’s age across decades; first births (éa) and second-or-higher births

(6b) per thousand women in Finland and first births (6c) and second-or-higher births (6d) per thousand women
in high-income countries (AT, BE, CAN, CZ, DE, DK, EE, ES, FI, FR, HU, IE, IS, IT, JPN, KOR, LT, LU, NL, NO, PT, SE,

Sl, SK, TWN, USA; IT absent 2000 and DK and FR in 2010), population-weighted averages.

Although some people now have their children at an older age (and increasingly often with the help of
assisted reproductive technology), fertility among older age groups (35+ years) does not, at the
population level, currently compensate for declining fertility under age 30; and proportions of life-time
childless individuals is likely to increase in high-income countries (see e.g. Beaujouan & Neels, 2025).

The effect of societal crises on family formation further stresses the importance of timing. The
likelihood to have a first child typically declines during economic crises. When births are concentrated
in a narrower window — currently, to the ages 30-34 — there is less room to delay childbearing,

11
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meaning that economic crises and uncertainty more readily result in lifetime childlessness (Sobotka et
al., 2011; Neels et al., 2013; Shaw, 2025).

Because the timing of first births is a key driver of contemporary fertility decline, any policy measure
that affects timing matters. The need to better support and incentivise those wishing to have children
earlier (before 30) is emphasised in both the Finnish and Norwegian government reports on fertility
(Rotkirch 2024; Hart et al. 2024). Current Nordic family-policy benefits do not incentivise earlier
childbearing; on the contrary, earnings-related benefits encourage later transition to parenthood. The
Norwegian report proposes, among other measures, substantial additional support for parents who
have a first child before age 30 (Norway’s Birth Rate Committee, 2026).

First births

- Recent fertility decline is largely due to fewer first births. Second and higher-order
births in Finland remain comparatively common.

- Fertility among women in their twenties has fallen sharply, and fertility above age 35
has stalled or increases very marginally both in Finland and other high-income
countries.

- Policies seeking to support family formation should address the timing of first births.

1.2.2 Income gradients in family formation

The postponement and decline of first births are partly explained by a weakening of stable partnerships
among young adults today. But childlessness in Finland has also increased among those who
cohabitate or are married (Hellstrand, Nisén & Myrskyla, 2022). Family formation is therefore also a

challenge for stably partnered individuals.

Probability of a first birth by age group and income quartile
20-24 25-29 30-34 35-39 40-44

15.0%
13.1%

9 10.7% 10.4%
= 10.0% .
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Figure 7. Probability of a first birth in different age groups by couple income quartile, %. Calculated among
different-sex couples in cohabiting or marital unions lasting at least one year before the observation year
(“stable unions”) in the Finnish population in 2022. Age refers to the woman in the couple. PPR = parity

progression ratio.

12
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This section discusses adults in Finland in stable unions, defined as cohabiting or marital unions lasting
at least two years. This focus reflects the assumption that new childbearing incentives would mostly
affect partnered rather than single individuals. We consider only different-sex couples, as same-sex
couples are relatively few. We first examine how joint annual disposable income in 2021 relates to the
probability of having a child in the year 2022.

Couples in the highest income quartile are more likely to have a first child in every age group (Figure
7; for second and subsequent births, see Figure 12). Relative to the lowest income quartile, the
probability of a first birth was 39 per cent higher among couples in the highest income quartile at ages
20-24, 58% higher at ages 25-29, and 108 per cent higher at ages 30-34. This partly reflects variability
in income trajectories over the life span: for instance, individuals with lower education may both enter
the labour market earlier and have their children earlier. Nevertheless, it also signals actual
socioeconomic inequality: in the most common ages for childbearing, the most affluent couples are
roughly twice as likely to have a first child as those in the lowest income quartile.

The figures above describe the association between household income and having a child, which is
likely influenced by several other factors: labour-market attachment, unfinished studies, or a sense of
being ready for parenthood. Survey results indicate that many other factors shape couples’
childbearing intentions. In the Family Federation’s Family Barometer surveys, childless young adults
most often said lifestyle- and relationship-related factors were the reasons not to become a parent:
the options “I would have to give up my current lifestyle”, “I want to do other things that interest me”
and “Children are not relevant in my relationship” were each chosen by 50-60 per cent of partnered
respondents aged 25-34. A new financial incentive for the first child would hardly directly alter these
reasons. About 30-40 per cent of respondents rated labour-market, childcare, housing and work-
related factors as important (“I want to advance in my profession or career”, “Combining work with a
small child would be difficult”, “My own or my family’s financial situation prevents it”, “Our current
home is too small”). These are the kinds of perceived barriers a new financial support could more
plausibly address. When the analysis was restricted to those who both wanted children and had passed
their self-described ideal age for parenthood, “own financial situation” was the most common reason
for postponing childbearing, indicating financial barriers are very relevant for this particular
demographic. (Family Barometer survey 2022, unpublished result; for the survey report see Sorsa et
al., 2023; on reasons for postponement more broadly see Savelieva et al., 2023.)

Beyond the objective association with income, family formation can also be examined through the
assumptions prospective parents make about how having a child would affect their time use and
income. Lappegard et al. (2025) show that subjective economic uncertainty has a significant effect on
fertility among childless 25-34-year-olds in Norway. The study followed individuals over four years and
found that the experience of financial difficulties reduced the probability of a first birth by 26 per cent
over three years, even after adjusting for objective factors such as employment status.

Family formation and couple income

- Finnish couples with higher income are more likely to have a first child in every 5-year
age group

- Inthe most common ages for childbearing, the most affluent couples are roughly twice
as likely to have a first child as those in the lowest income quartile

13
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- Many other factors are likely to shape this association between income and family
formation, such as expected effects on lifestyle

1.3 Compensation of parental time and expenses in Europe

Finland has, in many respects, a generous and well-functioning family policy. Children, mothers and
families fare on average rather well, and family-related benefits compensate part of the cost of raising
children. Even so, income is strongly associated with who has children during the prime reproductive
years, as we showed above.

Another aspect on family formation is the fairness of the position of parents vis-a-vis non-parents of
the same income groups. In Finland, like most Western countries, parenthood imposes substantial
economic and social costs, particularly frontloaded during the early years of child-rearing. Yet the full
societal value of reproduction within the family is not acknowledged (Vanhuysse et al., 2023; Gal &
Vanhuysse, in preparation). The costs parents face in raising the next generation include direct
expenditures, lost income, and time commitments, only partially alleviated by public subsidies.
Vanhuysse et al. (2023) estimated the overall contributions of parents to society across European
countries. They used the National Transfer Accounts framework, which captures detailed information
of both monetary and time transfers. The analysis includes public transfers (e.g., taxes and benefits),
familial money transfers (market goods like food, clothing, utilities, and imputed housing rent), and
time transfers (unpaid labour such as childcare valued at specialist replacement wages).

The relative contribution or reception of transfers will vary across age. Figure 8 depicts children and
young adult's receipt of familial money (blue graph) and time (orange graph) transfers from ages 0-22,
scaled as a fraction of per capita labour income for the 30-49 group (based on EU12 averages from
EU-SILC, HETUS, and related surveys). It illustrates how time transfers are very high early in life,
reaching up to 1.0 units at age 0 due to intensive caregiving, and then decline with age. Money
transfers are stable before tapering as the average young Finnish adult transitions into the labour
market.

Next, the contributions of parents are compared to those of non-parents. Among the 12 European
countries analysed, Finland ranks as the most expensive in relative terms. In Finland, parents
contribute on average 3.17 times more resources than non-parents over their working lives. Parents
give more transfers than they receive, and their total sum of monetary and time transfers is estimated
to almost 20 years (19.8) of prime-age (30-49) labour income. Non-parents of working-age also on
average contribute more than they receive, on average around six years (6.2) of labour income. The
“parents-to-non-parents” ratio is calculated as 19.8/6.2=3.17. Finland has the highest ratio in the
comparison. (Table 1).
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Figure 8. Annual transfers received at ages 0-22 in Finland, as a share of average annual labour income at ages

30-49. Source: Vanhuysse et al., 2023.

Table 1. Lifetime contributions of parents and childless working-age adults in 12 countries

# Country Parents / non-parents ratio Parents (years) Non-parents (years)
1 Finland 3.17 -19.8 -6.2
2 Sweden 2.99 -18.5 -6.2
3 Spain 2.95 -16.7 -5.7
4 France 2.85 -17.1 -6.0
5 Germany 2.61 -17.3 -6.6
6 Belgium 2.49 -18.9 -7.6
7 United Kingdom 2.43 -16.7 -6.9
8 Poland 2.32 -19.5 -8.4
9 Lithuania 2.28 -16.6 -7.3
10 Bulgaria 2.20 -16.1 -7.3
11 Estonia 2.10 -15.9 -7.5
12 Latvia 1.59 -13.4 -8.4

Years measure net public, time and money transfers over the life course, expressed in monetary terms equivalent
to an average year of work for a 30-49-year-old. Negative values indicate the net amount of monetary and
time resources contributed. Source: Vanhuysse et al., 2023.
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Compensation to parents

- Finland also has comparatively high net costs of parenthood by international standards.
A parent raising a child was estimated to produce 3.2 times more resources over their
working life than a childless adult in Finland.

- A comparison of 12 European countries of public transfers and intra-familial money and
time transfers found Finland is the country in which parents transfer the most to
societal reproduction relative to childless adults.

1.4 Cash support to parents and fertility

It is very often claimed that financial incentives cannot affect family-formation decisions. This section
therefore briefly summarises the research evidence on the link between financial incentives and
fertility. We compiled a summary of existing research in Appendix Table 1.

Several broader reviews of policy effects on fertility have appeared in recent years (Gauthier, 2007;
Olivetti & Petrongolo, 2017; Bergsvik et al., 2021; Raute, 2019; Gauthier & Gietel-Basten, 2025). The
more recent since 2017 often represent a methodological shift towards more credible causal inference,
drawing on experimental and quasi-experimental designs.

When assessing the fertility effects of individual policy measures, child care provision is most clearly
and consistently associated with higher fertility in Northern and Central Europe (Sobotka et al., 2019;
Bergsvik et al., 2021). Parental leaves can also serve to increase fertility, although findings are mixed
and context-dependent (Thomas et al., 2022).

Cash transfers (economic compensation to parents such as monthly child benefits, baby bonuses, or
tax credits) may also have fertility effects. The fertility effects vary in size and duration, as well as by
demographic groups and birth cohorts. Cash transfer effects may also vary by birth order of the child;
and are occasionally specifically targeted at particular birth orders (e.g., a higher bonus for the third
child). (Bradshaw & Attar-Schwartz, 2011; Luci-Greulich & Thévenon, 2013.) How a financial support is
administered may matter: a one-off lump-sum benefit may differ in its effects on childbearing decisions
compared to a benefit paid annually or monthly per child (Sobotka et al., 2019).

Researchers of the fertility effects of family policies stress that one single measure is not enough. It
takes a village to raise a child, and an entire policy package to make a family-friendly society. Bergsvik
and colleagues, for instance, emphasise that investments in early-childhood education and healthcare
may matter more for child wellbeing and the reduction of inequalities than cash transfers or parental-
leave reforms (Bergsvik et al., 2021). The most effective interventions respond to the diverse needs of
different families and individuals at different life stages, from gender equality and flexible working
hours to functioning services and adequate housing. (Sobotka et al., 2019; Hart, Bergsvik et al., 2024).
For Finland this means that the starting point is favourable: the country has invested in early-childhood
education and healthcare, and is not building its family policy from scratch.

Some studies find that a cash transfer affects timing of children more than the eventual number of
children, the so-called tempo vs quantum effect. For instance, Bergsvik et al. (2021) conclude that the
principal channel through which direct cash transfers affect childbearing is most likely through timing
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decisions. Such timing effects can be negligible in the case of a second child being born some months
earlier than it would have been born without any benefit. In Finland’s situation, however, the key
challenge is that first births have become fewer and later. The ‘to have or not to have’ context with
record-high lifetime childlessness implies that any timing effect on first-borns should have a real effect
on lifetime fertility.

A recent working paper found that the size of the compensation matters. Lyman Stone (2025)
synthesised the findings of 43 previously published studies, collectively evaluating the fertility effects
of 58 distinct changes in financial support to parents. Financial supports included child allowances,
baby bonuses, increases in maternity pay, tax benefits, and home care allowances. For each form of
support, the percentage change in births was calculated and assessed either across the general
population or within the specific demographic group targeted by the intervention. The magnitude of
the incentive change was measured relative to GDP per capita. Results indicate that on average, an
increase in benefit generosity of one percentage point (as a share of GDP per capita) is associated with
a 0.25 percentage point increase in births. Decreases in financial support were conversely associated
with a decline in birth rates. (Figure 9.) It should be noted that this association is based on changes in
birth rates and does not reveal whether the observed effects reflect shifts in the timing of births,
increases in lifetime fertility, or both.
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Figure 9. Association between changes in financial support for families with children and changes in fertility
rates across countries. Source: Stone, 2025.

Some of these studies concerned lump-sum cash benefits. For these policy interventions, the
coefficient is notably higher for lump-sum cash benefits at approximately 0.84 (red dots and dotted
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line in Figure 9). This may suggest that families respond more strongly to a single lump sum payment
than to an equivalent stream of smaller payments. However, this result needs to be interpreted with
caution due to the low number of studies on this type of financial support and since studies of
Australia's 2004 Baby Bonus account for half of these lump-sum observations.

Fertility effects of baby bonuses can vary with income groups, with some studies finding effects were
more pronounced among individuals with lower educational attainment (Sobotka et al., 2019; Bergsvik
et al., 2021). Parental-leave expansions, by contrast, tend to support the childbearing of higher-income
couples more (Raute 2019; Bergsvik et al., 2021). On these grounds, and given the association between
couple income and first birth in the prime childbearing ages shown above in Figure 7, we would expect
a cash incentive in Finland to matter more for couples in the lower part of the income distribution.

Financial support to families with children may have several additional benefits in addition to potential
effects on birth rates. Direct cash transfers improve the livelihoods and wellbeing of families with
children and reduce child poverty, outcomes arguably at least as important as any fertility effect.
Support measures may also have unintended side effects. For instance, some incentives may lead to
shorter birth intervals, which in turn can strain family dynamics (Berg & Rotkirch, 2014; Berg et al.,
2020). Lowering the cost of parenthood can also encourage very early births, single parenthood or
unstable partnerships (Galloway & Hart, 2015). Potential side effects of baby bonuses should be
carefully assessed on a population-group-specific basis.

Financial incentives and fertility

- Changes in financial support to families with children are associated with changes in
total fertility rates. The larger the support, the bigger effects.

- Lump sum payments may have especially strong fertility effects, but evidence is scarce.

- The effect of financial support may be limited over time or mainly concern the timing of
births. It can also vary by birth order of the children and across demographics. Cash
support may benefit lower income groups more than others.

18



Vauvasampo - Working Paper 12/2026

2 Vauvasampo and the interim model

This chapter sets out the fund’'s mechanism as applied to Finland, the interim model before the fund
payments can begin, and some of the foreseeable benefits and risks with the proposal.

2.1 The Vauvasampo fund

The proposed new fund has a simple core mechanism: The state earmarks €5,000 for every child born
in Finland. The capital is invested in publicly traded securities over several decades and grows through
compound returns. The accumulated balance is paid out when they become a parent.

Several funds initiatives have been developed to support fertility or young citizens. Our proposal is
distinct in that it targets future parents. Its name, Vauvasampo, combines the Finnish word for baby
(‘vauva’') with a mythical device (‘sampo’) from the Kalevala epic symbolising abundance, prosperity,
and good fortune.

2.1.1 Core mechanism and financing structure

In Vauvasampo, 5,000 € is earmarked for every child born in Finland. The sum is invested in, for
example, a market index or publicly traded equities. The investment grows over time, and the
individual gains access to the funds only when they themselves have a child.

When a child is born, the parents — for whom an investment was earmarked at their own birth —
receive their share of the fund. The largest payout is made at the first child, and payouts are made for
up to the first three children, with the highest payout for the first born. If a person does not have
children, or has fewer than three by age 45, the unused funds and their returns flow back to the fund
and are earmarked for new children. (Figure 10.) The largest support is paid at the first child. The bonus
is paid to each parent.

The proposed payout structure is as follows:

- 70 % of the accumulated sum is paid at the first child.
- 60 % of the remaining sum is paid at the second child.
- Theremainder is paid at the third child.

The earmark applies to all persons born and resident in Finland, regardless of sex, family form or
background. The purpose of the fund is to support family formation and to lower the financial
uncertainty associated with having children. The fund would also represent a way to compensate more
fully the time and money that parents invest in raising the next generation (cf. Section 1.4). If
implemented, the proposal would represent the world's largest universal childbearing bonuses, paid
to parents irrespective of where in the country they live.

Vauvasampo payout estimates reported here assume a six per cent nominal annual return, which is
close to the average annual return achieved by Finnish pension funds since 2000. Under this
assumption, the inflation-adjusted payouts per parent would be approximately €13,200 for the first
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child, €3,900 for the second and €2,800 for the third, if children are born at the ages of 29, 32 and 34.
The fund hence operates on a defined-contribution basis (a €5,000 investment at birth) rather than a
defined-benefit basis: the final payout amounts depend on the year at which an individual has children
and on the market return achieved over the investment horizon. Over such a long horizon, year-to-
year variation in market returns has only a modest impact on the accumulated capital.
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Figure 10. The Vauvasampo mechanism: an earmarked investment at birth, multi-decade compounding, and
parity-staggered payouts upon childbearing.
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Despite time-diversification and the long investment horizon, the investment will create situations in
which the bonus paid to parents varies in magnitude. This imbalance can be corrected by combining
the defined-contribution and defined-benefit principles, so that the investment is always €5,000 but a
ceiling — attainable by everyone — is set for the payout.

The support can be calibrated to encourage earlier childbearing by varying the payout share with age.
For example, the payout for the first child could be tapered inversely with age above 30 years. In
addition, returns accruing after age 35 could be redirected from the earmarked account into the fund,
so that an individual's earmarked balance would no longer grow from age 35 onwards. Such boundary
conditions need to be considered carefully from an equality perspective. In any case, individuals should
not get larger bonuses if they have a child later in life compared to earlier, even though fund revenues
are likely to grow over time.

As a starting point, we propose that the bonuses paid from the fund be tax-free. The payouts could
however be made subject to income tax, which would balance the benefit across income groups and
would generate tax revenue that could partly finance the system. Variation can be reduced further, for
example by time-diversifying the investment in equal quarterly instalments over the first three years.

2.2 The interim model

Because the fund would come into full effect only after one generation, we also propose an interim
model with more modest baby bonuses that would run alongside the fund for around 20 years. This
support would be launched immediately, at the same time as €5,000 is invested in the

Intergenerational fund for each newborn for future family formation.

The interim model would provide a one-off payment per newborn child: €5,000 for the first child,
€2,000 for the second, and €500 for the third. The interim model would build a bridge to the long-term
effects of the fund and, according to our modelling, may allow fertility to increase already in the coming
years (see Chapter 3 below).

The interim solution would be implemented as a separate benefit fund established under Kela. The
benefit would be a one-off payment made at the birth of the child (not paid separately to each parent,
as in Vauvasampo).

The new financing could be arranged, for example, through a technical reform of the child benefit
system or another time-limited arrangement, without permanent changes to existing family benefits.
The interim model is not intended as a replacement for child benefits or other family benefits.

2.3 Annual costs

The annual costs of Vauvasampo and the interim model are shown in Figure 11 below. The cost
modelling is based on the annual births projected by the simulation model described in more detail in
Chapter 3. Based on the modelling, the interim model operates on its own until around 2045, after
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which the first individuals for whom a fund share was earmarked at birth begin to have their own
children and to receive these payments. The modelling extends to 2075.

700,000,000 €
600,000,000 €
500,000,000 €
400,000,000 €
300,000,000 €
200,000,000 €
100,000,000 €

0e

B Investments into fund Interim payouts Unclaimed funds invested to new generation

— Payouts to parents from fund

Figure 11. Estimated annual costs of the Vauvasampo Parent Fund and the interim model

Based on births in 2024 (43,720 children), the annual investment into the fund is approximately €220
million. The interim incentive (the directly paid baby bonuses) raise fertility immediately in the
modelling, which is reflected both in the growth of the required fund investments and in the number
of interim bonuses paid out. In the initial phase of the policy, the total annual cost of the proposal
(fund investments and bonuses from the interim model combined) would be approximately €420
million, with the birth rate already around 5,000 children higher than in 2024. Payments to parents
from the funded assets begin after about 20 years, at which point the need for the interim model
disappears. The annual cost decreases over time.

The cost estimate does not take into account other possible benefits or drawbacks, such as the
potential VAT revenue to the state from consumption financed by the released funds, savings in other
benefits, or employment effects. The cost modelling accounts only for the births generated by the
agent-based model and does not address migration. All euro amounts are expressed in fixed 2026
prices, so that their purchasing power corresponds to today’s money; in nominal terms the sums would
be higher in the future because of inflation.

The new fund may become economically self-sustaining in the long term. Because unused assets
remain in the fund and are earmarked for future generations, it is possible that the fund may sustain
itself after one generation. A €5,000 investment earmarked for an individual at birth grows, under our
gross return assumption and inflation-adjusted, to approximately €40,000 by the age of 45. If that
individual has not had children, this sum covers investments for 8 children (8 x €5,000). Today, roughly
one in four Finns is childless at age 45 (cf. Figure 5). The modelling predicts that lifetime childlessness
would decrease as a result of the interim baby bonuses and the Fund. Vauvasampo would nevertheless
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remain self-sustaining even if the share of the childless were halved from current levels, and annual
state contributions would no longer be needed after one generation.

We estimate the average annual cost of Vauvasampo would be approximately €325 million over the
analysis period (2027-2075). As of 2025, this sum corresponds to 0.12 per cent of GDP, 0.37 per cent
of the annual state budget, 0.81 per cent of pensions paid, and 23 per cent of child benefits paid
annually.

To benchmark the cost estimate, the research unit of Finnish Social Insurance Kela carried out a
separate microsimulation using the Finnish SISU microsimulation model. In their simulation the
number of first children was increased by 40 per cent and the number of second children by 2 per cent,
to match the change in fertility projected by the agent-based population projection model (see Chapter
3). The modelling used Finnish 2023 data, the level of the child benefit in force in January 2026, and
the consumer price index. The cost of the interim solution in the first year of the policy would be about
€190 million relative to a no-policy scenario. This figure includes, besides the baby bonuses, other
rising benefit costs such as child benefits, maternity grants and child-maintenance allowances. The
SISU modelling produced somewhat higher costs than the agent-based modelling, partly because SISU
accounts for other benefits in addition to the baby bonuses. Results from both models are nevertheless
close to one another, which strengthens the reliability of our overall cost estimate.

Both Vauvasampo and the interim solution would cover all persons permanently resident in Finland,
and a person is entitled to only one of the two at any one time. Restricting eligibility on the basis of
citizenship alone could give rise to constitutional problems. Equity considerations need examination
also from a broader perspective. The annual costs of the model are discussed in more detail in Section
2.3 below.

2.4 Benefits and risks

Implementing Vauvasampo would naturally require substantial preparations and a careful exploration
of conditions, eligibility, and various risks and benefits. Table 2 summarises some of the main social-
impact considerations. Many others may arise as the proposal is debated.

The baby bonuses paid out from Vauvasampo would be large in scale and front-loaded into the first
year or first few years after a child's birth. This is an internationally unique idea, intended as a long-
term solution that operates across generations and transfers resources from the older to younger
generations. It would signal that society values reproduction and reduce some of the current
inequalities parents face by giving a more fair compensation for the positive externality component of
childrearing. Such an initiative can help position Finland as a leading country in the development of
family-friendly policy and strengthen its international reputation. The fund could also enhance
Finland's attractiveness among immigrants and reduce emigration by offering long-term incentives for
building a life and career in Finland.

At the same time, the signal effect of Vauvasampo could be substantial. In a sunshine scenario, it
fosters confidence in the future, family-friendliness and dialogue across generations. The fund would
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also raise household purchasing power among families with young children, which could strengthen
the domestic economy by raising consumer demand.

Key risks include questions of equity and accessibility. The Fund does not apply equally to everyone,
since childless individuals would not be eligible. Current parents and older generations also fall outside
the new entitlement, which may give rise to a sense of intergenerational inequity. Additionally, some
may perceive a financial incentive as commodifying childbearing or as intruding too far into highly
private and sensitive decisions. Economic risks include inflation, as a sudden rise in young families'
purchasing power could push up prices in the short term, particularly in consumer goods and housing.
Additional resources to parents may inadvertently fuel status competition among parents, in which
ever more funds are channelled into each child to achieve the best living standards, education, etc (for
status competition in East Asia, see Mahler et al., 2025). The fund's returns are exposed to market
fluctuations, and managing the investments requires careful risk diversification and transparent
reporting. The possibility of receiving baby bonuses without genuine engagement in the child's care
must also be carefully considered.

Politically, the fund may meet resistance, especially during periods of substantial cuts to welfare state
services and other forms of cash support. To guard against future governments reversing course, the
fund should be set up with guardrails so that it cannot easily be dismantled. It is also essential that the
new bonuses do not become a pretext for cutting existing family benefits, but instead builds on top of
the current family-policy framework. Finally, no economic benefit will suffice to support family
formation in itself: any bonuses need to be accompanied by a comprehensive family-friendly policy
package and broad societal support to raising the next generations.

Table 2. Vauvasampo fund for future parents: benefits and possible objections

BENEFITS POSSIBLE OBJECTIONS

Fair compensation to parents Equality and accessibility issues

- The bonuses are fair compensation for the - Not everyone can have children. Like any child-
positive externality component of childrearing, related benefit, the scheme excludes those who
which are unusually high in Finland. cannot become parents and the voluntarily

- Fertility boosts are expected from economic childless.
incentives. - Some may see the policy as commodifying

- Fertility effects may also arise through the childbearing
signalling effect and the message of - The scheme may face resistance from current
intergenerational support. cohorts and others unable to benefit from it.

Focus on first-borns and economic security Financial risks and inflationary pressures

- Creates a strong incentive for the first child, - Asudden rise in young families’ purchasing
representing a new direction in family policy power may push up prices in consumer goods,
and prompting young couples to consider housing and early-childhood education.

starting a family earlier. - Market volatility may affect the fund’s returns.

- Eases the financial worries of young adults who
want children by providing a substantial
financial safety net.

- Improves household purchasing power,
particularly among students and younger adults.
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Economic growth

Stronger family purchasing power can stimulate
the domestic economy through higher
consumption and investment.

Part of the fund could also be allocated to the
Finnish equity market.

International image

Positions Finland at the global frontier of family-
friendly policy and strengthens international
reputation.

Attracts skilled migrants with a multi-
generational perspective on settling in Finland.

Public-finance sustainability

Investments compound over decades, so front-
loaded budget commitments are small.

Returning unused funds to the system
safeguards public-finance accountability and
minimises losses.

The fund could be built as a public-private
partnership to broaden support; private firms
could contribute, e.g., 10 % of the annual
investment.

Domestic stability

Encourages young citizens to remain in Finland
and disincentivises brain drain.

Positive cultural and policy effects

Could foster optimism and family-positive
values in Finnish society.

Positions Finland as a frontrunner in family-
positive policy, strengthening international
reputation.

Attracts migrants with a multi-generational
vision of settling in Finland.
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Possible misuse

May lead to childbearing decisions or custody
battles purely for financial reasons

Cultural and structural barriers

Cultural and structural barriers to family
formation (housing, working life, gender norms)
require complementary reforms.

Political and societal challenges

May be politically divisive: opposition from
those concerned about fairness or efficiency, or
from those who view population decline as
desirable.

Political risk: future governments may
discontinue the fund.

Timespan concerns

Thefull effect of the fund is only measurable in
several decades.

Because of compound interest, the longer one
waits, the higher the potential payoff. Weights
and the payout schedule need careful
calibration not to support later births.

Interim measures are required.

Cultural and administrative barriers

Requires strong communication and
complementary reforms to secure broad
popular support.

Fund governance, transparency, and the
alignment of investments with state objectives
all require functioning systems and oversight.
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3 Modelling the policy effect on fertility

We developed an agent-based population projection model to simulate the counterfactual effects of
baby bonuses on fertility over the period 2021-2076. The model accounts for births among coupled
households, with annual births modelled as depending on maternal age, birth order, and household
disposable income. The initial synthetic population of Finnish-born women and the model calibration
are based on register data provided by Statistics Finland. Code and descriptive data used to reproduce
the simulation results are available in the GitHub repository.

The model is intended primarily as a theoretical and exploratory framework rather than as a
forecasting tool. It specifies the mechanisms through which observed macro-level fertility outcomes
may emerge under a given set of assumptions, namely: parity-specific progression propensities,
affordability calculations, fecundity, and fixed income and union dynamics.

3.1 Agent-based population projection model

As a starting point, we construct a synthetic population of female agents — minors aged 0-19 and
adults aged 20-44 — that matches the empirical distribution of Finnish-born women in 2021 by age,
number of children, and coupled status (single or coupled); together, these characteristics define an
individual’s demographic stratum. Each adult is assigned a within-stratum income percentile rank. This
rank determines the adult’s income quartile and is mapped to disposable-income value using the
observed quartile cutpoints.

Over time, the composition of the simulated population changes for three reasons: ageing, union-
status transitions, and childbearing. At each annual step, the model proceeds in the order illustrated
in Figure 12.

Population at 1. Record future union status using 2. ldentify fertility
start of year t stratum-specific transition rates decision-makers

Y
5. Re-rank adults within their 4. Update age 3. Realize births
stratum and reassign income and union status and update parity

Y

6. Cohort tuknover 7. Calculate annual Population at
’ & outcomes start of year t + 1

Figure 12. Annual population update cycle.

Initially, future union status is recorded for all adults, as they may transition between coupled and
uncoupled states. These transitions are specified exogenously using coupling and uncoupling rates that
depend on adult age group, parity, and income quartile. These rates are fixed at the empirically
observed values for 2022 and 2023 and are then held constant, using the average of these two periods,
for subsequent projection years.
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Next, the set of fertility decision-makers is identified as adults who are coupled in the current year and
remain coupled in the following year. These adults are hereafter referred to as households. They
decide whether to have a child in the following year; realised births are then drawn probabilistically
and recorded by incrementing the parity of those who give birth. Newborn girls are assumed to
account for 50 percent of births and are added to the population of minors.

Finally, the model increments individuals’ ages and updates adults’ disposable income. Women who
turn 44 exit the adult cohort, while minors who turn 20 enter the adult cohort with zero parity; their
coupled status and income are assigned according to the distributions observed among childless 20-
year-olds.

Affordability of an additional child

Each household is assumed to face competing financial obligations in the following year, including
baseline consumption, housing, the costs of existing children, savings, and other commitments. Only a
limited share of resources therefore remains available for an additional child.

For household h at time t, considering progression to parity i, the budget available for childbearing is
defined as

Briv1 =1 —51)Ys: — Z Ci(Ynt) + Girya,
j<i
where Y is household disposable income, s; is the share of income reserved for non-child-related
expenses, C is the monetary cost associated with each existing child, and G denotes expected baby
bonuses associated with progression to parity i.

We note that parents may compete with one another over what raising children requires, in terms of
both time and money (see Mahler, Tertilt & Yum, 2025). Since no direct measure for this status effect
is available in register data, we operationalise it as follows. Each year, households choose a level of
investment per child, assumed to be the same for each child:

Yie )"
(?(}Ght) = (]-'F — ) ) n = 07

2021

where Y is mean household income in the baseline year and n governs the strength of the status effect.
When n = 0, households do not differ in their investment per child. When n > 0, higher-income
households invest more per child, causing child-related costs to rise more steeply with income.

The monetary cost associated with the i-th child is then defined as the product of per-child investment
and family-size economies of scale:

Ci(Yay) =S Q(Yas),  S(i) = exp(B(i — 1)),

where c is the baseline monetary cost of a child and S captures economies of scale through the
parameter 3 < 0.

The affordability of the intended parity progression, A, is defined as a centred logit transform of the
log budget-to-cost ratio, r:
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Ah,t,i — logit—l (kafford (Th,t,'i _ maﬁord)) _ 1

'rh,t’i _ log (maX{Bh7t+1, O} + 1)

Ci(Ya:) +1

where m controls the affordability threshold and k governs the sensitivity of affordability to deviations
in the budget-to-cost ratio around that threshold.

Fertility decision-making

Each year, household h chooses whether to progress to parity i, following a discrete-choice formulation
with baseline birth intention probability

dh,¢,i = logit™? (Qph’t + [k + ko1 1(/ = 1)] Ah,t,i) .

where Q denotes the baseline propensity associated with the intended parity progression — the model
intercept. The parameters k and Ko, capture, respectively, the general affordability effect across all
parity progressions and the additional affordability effect associated with the transition to parenthood
(wheni=1).

The model therefore assumes that, when k is positive, households are more likely to have an
additional child when that child is more affordable, either because the available budget is higher or
because the associated child costs are lower. This effect is especially strong for first births when ko, is
positive. The relationship is non-linear across households: within a certain range of the budget-to-
cost ratio, affordability is highly sensitive to small changes, whereas in regions where the child is
considered either very affordable or very unaffordable, sensitivity is much lower.

The model also assumes that households adjust towards a normative parity level, that is, the number
of children typical among households of similar age and income, M. This social-adaptation mechanism
modifies the household’s birth intention probability:

dior i = dht,i +01(i < Mg(ny,e) (L —dh,e,i) -

where the social-adaptation parameter, 8 € [0,1], determines the strength of adjustment towards the
normative parity level, M. When 0 = 0, fertility intentions are unaffected by the social norm. When 6 =
1, households whose parity is below M have a birth intention probability of one.

Finally, the birth event is realised with probability
Pr(birthh’t+1 = 1) = gfec(ah,t) d;?;:,i.

where household fecundity, g, as determined by an age-specific fecundity curve, accounts for age-
specific differences in the realisation of intended parity progression.
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Model calibration and fit

We calibrate the fertility ABM to parity progression ratios (PPRs) observed in 2022 among stably
coupled Finnish women aged 20-44. Observed and simulated PPRs are stratified by lagged age group,
lagged parity, and lagged income quartile, with income quartiles defined within each lagged age-by-
parity group.

Let g index the stratified cells. The calibration objective is the exposure-weighted sum of squared
deviations between simulated and observed PPRs:

£(6) = ¥ E;™ [PPRE™(6) - PPRZ™]".

geg

where E denotes the number of women at risk of progressing to the next birth in cell g, entering the
calibration objective as a proportional weight.

Calibration fit: 2022

20-24 25-29 30-34 35-39 40-44
0.3

0.2 —= ==
=+ -

0.1 - == —m %

0.3

0_2$*$$ e o
0.1 ??1* e

0.0
0.3

PPR

0.2
2-3

¥
*x ¥
01 . SVESg
== == == ! e ol ol
s o A N

0.0 == == == ==
0.3
E 3
0'2* *
¥ ¥ % ox ¥ *
0'14; $$ w2 e e s
e

o —1 K ke e e

1 2 3 4 1 2 3 4 q 2 3 4 1 2 3 4 1 2 3 4

Income quartile

Figure 13. Simulated versus observed parity progression ratios (PPRs) in 2022 across 40 model runs. PPRs are
calculated among decision-makers by lagged age group, lagged parity, and income quartile. Rows correspond
to parity progressions and columns to age groups.

As Figure 13 shows, the model reproduces the main structure of observed PPRs across age, parity, and
income quartile reasonably well, especially at the core reproductive ages, while the largest
discrepancies cluster in sparse cells, such as young women at higher parities. For the transition to
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parenthood, the model also slightly underrepresents progression probabilities in the highest income
quartiles.

Calibration of the ABM

Model calibration proceeded in four stages: first, the parity-specific baseline propensities; second, the
age-fecundity curve; third, the joint economic block; and fourth, the social-adaptation parameter.
Multivariate parameter blocks were estimated using a box-constrained L-BFGS-B procedure with
multiple starting values.

Table 3 presents the calibrated parameters. The parity-specific baseline propensities suggest that
second births have the highest underlying propensity, while third and higher-order births have the
lowest. The calibrated monetary child cost is €9,092, and the status-effect parameter is 0.157. For a
median-income household, this implies an effective first-child cost of about €10,141, obtained by
multiplying the base cost by 2°-**7. The calibrated s, value of 0.678 suggests that roughly two-thirds of
household income are absorbed by the couple’s own consumption, savings, and the costs of existing
children, leaving a smaller residual share available for an additional child.

The calibrated status-effect parameter is positive, indicating that per-child investment rises with
household income. The calibrated social-adaptation parameter, 6 = 0.020, implies that households
slightly adapt towards the normative parity of similar households.

Table 3. Calibrated parameter values of the agent-based model with parameter bounds

Parameter Value Explored bounds

First-birth baseline -1.981189 [-4.0, 0.0]
Second-birth baseline -1.122220 [-4.0, 0.0]
Third-birth baseline -2.311895 [-4.0, 0.0]

Fecundity rise age 19.902070 [16.0, 27.0]
Fecundity rise slope 1.351331 [0.5, 6.5]

First fecundity decline age 42.983150 [31.0, 43.0]
First fecundity decline slope 4.701383 [0.8, 10.0]

Second fecundity decline age 38.034970 [37.0, 47.0]
Second fecundity decline slope 1.826575 [0.6, 10.0]

Base child cost 9092 [6000, 15000]

Reserved income share 0.678438 [0.20, 0.70]

Status effect 0.157497 [0.00, 1.20]

Birth-order cost slope -0.000009 [-1.00, 0.00]
Affordability effect 0.251265 [0.0, 1.0]
First-birth affordability effect 2.086620 [0.0, 2.1]
Affordability slope 2.894631 [0.5, 30.0]
Affordability midpoint 0.651900 [-0.5, 3.5]
Social adaptation 0.019782 [0.0, 0.5]
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The model implies essentially no economies of scale across children, as the parameter B is effectively
zero. Affordability has a positive effect on fertility intentions, k = 0.251, and this effect is much stronger
at the transition to parenthood, ko, = 2.087. The internal affordability parameters imply that
affordability changes smoothly with the budget-to-cost ratio rather than switching abruptly. Finally,

the fecundity-curve parameters indicate a gradual rise to peak fecundability around age 20, followed

by a broad plateau through the twenties and early thirties, and then a clearer decline from the late

thirties onward, becoming steeper at older reproductive ages.

3.2 Fertility projections with and without baby bonuses

Using the calibrated model, we simulate the effects of baby bonuses on long-term projected macro-
level fertility outcomes (Figure 14). Under the policy counterfactual, the interim policy is introduced in
2026, gradually replaced by Vauvasampo from 2047 onward, and fully phased out by 2062.
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Figure 14. Projected macro-level fertility outcomes until 2076 with and without the baby bonuses (interim and
fund bonus). The panels report the adjusted total fertility rate (TFR), childlessness at age 45, the gap in first-
birth progression between the highest and lowest income quartiles (Q4-Q1), and the size of the adult female

population. Solid lines represent simulation means across 20 runs, and shaded areas indicate plus/minus two

standard deviations across runs. Vertical reference lines denote the introduction of the interim policy, the start

of fund payouts, and the point at which the interim policy is fully replaced by Vauvasampo.
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Since the model represents births occurring within coupled households, it does not capture births
outside unions. Unadjusted macro-level outcomes would therefore understate fertility at the
population level. To address this, the simulated total fertility rate (TFR) is extrapolated to the full
population using fixed empirical age-specific scaling factors that account for births not represented in
the modelled population.

During the interim-policy phase, the population-adjusted TFR rises from about 1.3 in the baseline to
around 1.6 under baby bonuses, an increase of roughly 20 per cent. As the Fund is phased in, TFR rises
further to about 2.0, corresponding to an increase of around 50 per cent relative to the no-benefit
baseline. Childlessness at age 45 remains around 43 per cent in the baseline but declines to about 35
per cent under baby bonuses, and eventually to around 25 per cent after full replacement. The gap in
first-birth progression between the highest and lowest income quartiles narrows from about 7.5
percentage points to roughly 3.0 percentage points. Over the same period, the adult female population
becomes much larger under baby bonuses, reaching a difference of about 70,000-80,000 women by
the end of the projection period.

Our modelled effects are on the larger side compared to previous research on the effects of cash
support to parents. We can however situate them in relation to the previous correlational analyses by
Stone (see Figure 9 above). The association between the size of financial support and the fertility effect
shown earlier in Figure 9 was 0.25, and as much as 0.84 for one-off lump sum payments. Our estimated
effect would be about 0.9, which is at the higher end of the previous research literature on financial
incentives but in line with it. Estimates are complicated by the fact that a one-off support of this size
has not existed before.

In the current specification, households evaluate the affordability of an additional child using the full
lump-sum bonus at the moment of decision. This effectively treats a one-time payment as immediately
relevant for childbearing, rather than spreading its value over the full period of childrearing. Such an
assumption is likely to strengthen the simulated fertility response, especially at entry into parenthood,
where affordability constraints are most important in both the empirical data and the model
calibration. How this actually would play out depends on how the bonuses would be administered and
how people would use them (Sobotka et al., 2019).

The observed income gradient in first and second births among stable couples in Finland is consistent
with the hypothesis that financial constraints contribute to childbearing decisions. Accordingly, the
model assumes that increasing disposable income through cash transfers increases the likelihood of
having children. However, the association between income and family formation may also reflect
factors such as employment security, housing conditions, and perceived readiness for parenthood,
which are not automatically altered by a cash transfer. To the extent that these factors, rather than
immediate financial constraints, constitute the binding barrier for some couples, the fertility effect of
the incentive may be more modest than the observed income gradient alone would suggest. However,
the income-gradient effect was strongest among couples aged 30-34, when most births in Finland
occur. Since births at ages 35 and above are not increasing substantially (see Figures 6a-b), further
postponement beyond this age is unlikely to translate into many additional births at the population
level.
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Another limitation of the model is that women who become parents because of the policy are treated
in the same way as women who would have become parents anyway. Once they have a first birth, the
model places them into the same subsequent income and union-transition updates as women who
would have entered parenthood in the absence of the policy. If these policy-induced entrants would
in reality differ from other parents in their later union stability, income development, or progression
to higher parities, the long-run simulated effects will be biased. Owing to the complexity of the model
and the interaction of its mechanisms, the direction and magnitude of this bias are difficult to
determine in advance. The findings should therefore be read as projections conditional on the model
structure and assumptions, rather than as exact forecasts of policy effects.

It is also worth noting that, while the parameters associated with the assumed childrearing cost
structure are calibrated within the model, the underlying cost structure cannot be directly validated
using Finnish register data. A strength of this mechanism-based model is that it can incorporate
additional mechanisms, such as social adaptation and status effects associated with childrearing, to
analyse policy effects under different contextual counterfactuals. For example, stronger competition
over per-child investment among higher-income households could weaken the positive fertility effects
of cash transfers. Such competition may become more important if demographic change makes access
to high-quality goods and education for children increasingly scarce, a topic for future research
(Rotkirch et al., in preparation).

Agent based model of fertility outcomes in counterfactual scenarios

- We simulated the fertility effects of Vauvasampo in a model fitted to Finnish register
data.

- The interim solution would raise the birth rate by 21 per cent, and Vauvasampo by 85
per cent.

- This would correspond to approximately 7,000 and 17,000 additional children born in
Finland each year.

- Social externalities, such as social adaptation or status effect associated with
childrearing, may respectively amplify or weaken the income-gradient effects of the
bonuses on fertility outcomes.
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4 Conclusion

This working paper has laid out the core idea and mechanisms of Vauvasampo, a new fund for future
parents. It is designed to support young adults who want to have children, and to build a new

institutional framework to support families in ageing societies.

Although the Nordic countries have long had broad family policies, traditional instruments have not
been enough to reverse fertility decline. Finns want around two children on average, but on the current
trajectory will end up with around half a child less. The difference between overall societal
contributions of parents compared to non-parents is high, almost threefold.

The postponement and decline of first births explain most of Finland's fertility decline over the past
fifteen years. Couple household income is strongly associated with the likelihood to have a first child
in the ages when most children are born in today’s Finland. International research evidence indicates
that financial support to families is associated with higher fertility, and this association scales with the

size of the support.

The unique structure of Vauvasampo enables baby bonuses which are sizeable by international
standards. Around €5,000 is invested into the Fund for each newborn, and payouts only start if and
when that person has a child of their own. With compound returns over a multi-decade horizon, the
lump sums paid to parents at the time of childbearing can reach tens of thousands of euros. Assuming
a six-per-cent nominal annual return, the inflation-adjusted payouts per parent would be
approximately €13,200 for the first child, €3,900 for the second and €2,800 for the third, if children are
born at the ages of 29, 32 and 34. Both parents would receive Vauvasampo payments.

The proposed fund operates on a defined-contribution basis (a €5,000 investment at birth) rather than
a defined-benefit basis: the final payout amounts will depend on the year at which an individual has
children and on the market return achieved over the investment horizon. The benefit can further be
calibrated to encourage earlier childbearing by varying the payout share with age and could be subject
to taxation.

Because the fund's main impact would materialise only in 20-30 years, we propose a complementary
interim model. It would provide a more modest, one-off payment per newborn child: €5,000 for the
first child, €2,000 for the second, and €500 for the third.

We constructed a synthetic population of female agents that matched the empirical distribution of
Finnish-born women in 2021 by age, number of children, and union status. The population projection
model was developed as an exploratory framework for assessing the potential effects of the baby
bonuses on births over time and their fiscal implications, rather than as a forecasting tool. The model
accounts for births in unions (marriages and cohabitations), with annual births modelled as depending

on maternal age, birth order, and household disposable income. The calibration suggests that the
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positive effect associated with the affordability of childbearing plays a key role in reproducing the

observed income gradients in births, especially at first birth.

The population projection of the fertility effects of the new bonuses suggests that the interim model
alone could raise total fertility from around 1.3 to about 1.6, while the Vauvasampo Fund could raise
it to about 2.0, corresponding to the desired family size of young adults in Finland. Childlessness at age
45 would decline, and the gap in first-birth progression between the highest and lowest income

quartiles would narrow from about 7.5 percentage points to about 3.0-3.5.

In the initial phase of the policy, the modelling results suggest the total annual cost of the proposal
(fund investments and bonuses from the interim model combined) would be approximately €420
million, with the birth rate already around 5,000 children higher than in 2024. Payments to parents
from the funded assets begin after about 20 years, when the need for the interim model disappears.

We estimate the average annual cost of the new bonuses would be approximately €325 million over
the analysis period (2027-2075), a sum that corresponds to 0.12 per cent of current Finnish GDP, to
0.37 per cent of the annual state budget, to 0.81 per cent of pensions paid, and to 23 per cent of child
benefits paid. Vauvasampo is structured to become self-sustaining in the long term, as unused assets

remain in the fund and are recycled into future generations.

Vauvasampo bonuses would be large in scale and front-loaded into the first year or first few years after
a child's birth. This is an internationally unique idea, intended as a long-term solution that operates
across generations and transfers resources from the older to younger generations. Such an initiative
can position Finland as a leading country in the development of family-friendly policy and strengthen
its international reputation. The new fund could also enhance Finland's attractiveness and retention
power among immigrants and the reduce propensity of emigration. Identified key risks include
inflation, as a sudden rise in young families' purchasing power could push up prices in the short term,
particularly in consumer goods and housing. To guard against future governments reversing course,

the fund should be earmarked so that it cannot easily be dismantled.

To conclude, Vauvasampo and the interim model represent a new initiative to ease the financial
uncertainty with regards to family formation. Its key aim is to enable all who wish to become parents
to do so before it is too late in life. The fund would also serve to compensate parents for their time
and money transfers, and improve child and family wellbeing. Functioning as a ‘reverse pension
system’, the Fund addresses public spending in ageing Finland, in which support directed at children
has eroded relative to support directed at the elderly.

Our proposal is intended as a new dimension within a broad family policy package, not a substitute for
it or a pretext to cut back on other family services and support. Many factors shape people’s wishes
and opportunities to have children, and there is no single ‘magic wand’ for reversing long-term global
trends (Gietel-Basten, Rotkirch & Sobotka, 2022). The effectiveness of any cash transfers depend on
wider family-friendliness: housing and infrastructure, education, equality, digital wellbeing, working

life, and the broader cultural climate around parenting.
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Appendix: Baby bonuses and fertility effects across countries

Over recent decades, several different direct cash-transfer (‘baby bonus’) programmes have been tried
in Western countries and in Asia. The Appendix summarises briefly the benefits these programmes
provided and the main research findings on them. The results are collated in Table 4.

Estonia

In 2017 Estonia introduced a universal monthly benefit of €300 for the third and subsequent children.
The reform raised the probability of a third birth by four percentage points and shortened the interval
between the third and second birth by almost a quarter. The effect was thus a combination of faster
timing and an increase in completed family size (Puur & Vseviov, 2019; Paas & Gortfelder, 2025).

Norway

In Tromsg in 1989-1990 a regional reform combined universal child-targeted benefits and tax
reductions. From 1990 the per-child support totalled NOK 3,600 a year, equivalent to about 2.1 per
cent of GDP per capita. The reform was associated with a five-percentage-point rise in fertility among
unmarried women and lower income groups. (Hart et al., 2023.)

Iceland

Iceland suspended the collection of income tax for one year in 1987, equivalent to a large temporary
income transfer. The extra money was associated with an 8.8 per cent rise in fertility. This natural
experiment differs from most family-support settings in that it was a universal, unconditional addition
to income rather than a benefit targeted at parents. Peer review of Brookes’s (2026) working paper on
the effects is still under way.

Hungary

Hungarian family policy can be divided into two eras by the start of Viktor Orban’s rule. The long-
standing family-policy measures applied before Orban’s era, such as the benefits granted between
1949 and 2005, raised fertility by 0.2 per cent for every one-per-cent increase in the benefit, with the
strongest effects for third and higher-order births (Gabos et al., 2009). After 2010 the programme
launched by Orban’s government has included interest-free loans, housing subsidies and tax reliefs,
amounting to about five per cent of the country’s GDP. Stone (2025) estimates that the 2012-2022
measures raised total fertility by about 0.27 of a child (TFR 1.25 = 1.59).

Italy

In Friuli-Venezia Giulia a regional baby bonus operated in 2000-2003: a one-off payment of €3,099
(13.5 % of GDP per capita) for the second child and €4,648 (19.6 % of GDP per capita) for the third and
subsequent children. Boccuzzo et al. (2008) found a 2-3 per cent rise in total fertility, corresponding
to about 1,000 additional births in 2001-2004. The effect was strongest among mothers of several
children and among less-educated women. Part of the rise came through a fall in abortions,
highlighting an often-overlooked channel: financial support can reduce terminations and thereby raise
fertility.

Spain
Gonzalez and Trommlerova (2023) examine the effect of a €2,500 payment (a ‘birth premium’)
introduced in Spain and suggest that, among young women, it is uncertain whether the premium led
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to earlier first births. Among older women there was also an ‘additional-child effect’, i.e. higher
completed family size. Likewise, withdrawing the payment reduced childbearing — even more than
introducing it had increased it. The introduction supported childbearing especially among the more
highly educated but had little effect among lower-educated parents, whereas its removal a few years
ago had a greater effect among lower-educated couples and in poorer provinces or regions where
unemployment had risen.

Canada

A classic ‘baby bonus’ example came from Canada in the 1990s. In Quebec, the one-off allowance for
newborn children paid between 1988 and 1997 ranged from about €350 to over €5,000 depending on
parity and timing. The bonus affected total fertility relative to provinces that did not introduce a
comparable reform, and it raised the province’s completed (cohort) fertility by about 3.5 per cent
(from about 1.58 to 1.75 children per woman over the life course). The benefit especially supported
the fertility of larger families, for whom it was largest (Malak, Rahman & Yip, 2019).

USA

The Alaska Permanent Fund Dividend was associated with an average 13.1 per cent rise in fertility in
1982-1988. The effect increased with women's age: whereas fertility rose about 12.4 per cent among
20-24-year-olds, it rose about 16.9 per cent among 35-44-year-olds. Teenage fertility and abortion
rates were unchanged, suggesting that the rise in fertility was planned (Yonzan et al., 2024).

Israel

Israel’s child-support programme (1999-2005) was analysed for the effect on fertility of changes in
support for the next child in the birth order, using a large panel dataset. Increasing the support paid
for the next child by the programme’s average amount — 295 new lIsraeli shekels — was associated
with a 7.8 per cent rise in fertility. The effect was positive across all religious and ethnic groups but
greatest among low- and middle-income families (Cohen et al., 2013).

Australia

In 2004 Australia introduced a baby bonus that rose from AUD 3,000 to AUD 5,000 by 2008. The direct
support differed from, for example, the Estonian and Quebec programmes in that it was paid equally
for every child. The programme was associated with a 6.8 per cent rise in Australian total fertility in
2005-2012 (Reich, 2024). The effect was strongest for third and subsequent births and clearest among
women in lower income groups (Lain et al., 2009; Sinclair et al., 2012; Risse, 2010; Drago et al., 2011;
Guest & Parr, 2010).

South Korea

As part of the country’s programme to support fertility, South Korean districts began introducing one-
off childbearing payments after the early 2000s. By 2012 all districts had adopted the programme in
some form, and in 2015 their average values corresponded to USD 680, 926 and 2,350 for the first,
second and third child. Between 2001 and 2012, according to a causal analysis, district-level bonuses
raised total fertility by 4.7 per cent, with a stronger effect among less-educated and unemployed
women (working paper, not peer-reviewed; Kim, 2023).

Switzerland

From 1969 onwards, 11 out of 26 of Swiss cantons have implemented varying levels of birth
allowances. The values of these payments vary widely and have ranged from 0 to nearly 2100 CHF. On
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average, the canton-level allowances increased fertility by 5.5 per cent, lowered the mean age at birth
by 6 months and increased weight of the newborns by 2.8 per cent. Effects on fertility were stronger
for those with a citizenship from a low-to-median-income-country (Chuard C. & Chuard-Keller, 2021).

Table 4. Financial incentives and fertility: international research findings

Country

Incentive size

(nominal); 1st-year

value as % of GDP
per capita in bold

Time frame

Effect on TFR and
other measured
effects

Effects on birth
order, timing and
family size across
groups

Estonia Universal €300/month 2017 onward | Effect on  cohort | 3rd-birth Puur &
€300/month  for | (2017); fertility still open; | probability +4 pp; @ Vseviov
the third and @ 19.5 % GDP/capita support too recent birth intervals ~22 @ (2019); Paas
subsequent % shorter & Gortfelder
children (2025)
Australia Universal one-off = AUD 3,000 (2004), @ 2004 onward @ Fertility = +6.8 % Improved over 8 Reich (2024);
payment for every ' raised to AUD (2005-2012); years, no timing Lain et al.
child 5,000 (2008); ~36,000 more births = effect; more effect = (2009);
7.0%—>9.0% 2005-2006 on 2+ children; Sinclair et al.
GDP/capita more among (2012);
lower/middle-SES Risse (2010);
women Drago et al.
(2011);Guest
& Parr (2010)
Canada Allowance for | CAD 500 1988-1997 Fertility +12-25 % Births more closely | Milligan
(Quebec) Newborn Children @ (1st)/1,000 spaced and more (2005);
(ANC): rising one- | (2nd)/8,000 (3rd) numerous; Malak et al.
off by parity by 1992; especially 3+ (2019)
2.0 %/4.0 %/31.6 children; especially
% GDP/capita middle-income,
educated families
Italy (Friuli- Baby bonus: one- @ €3,099 one-off; 2000-2003 Fertility +2-3  %; Quantum effectvia = Boccuzzo et
Venezia off plus monthly ' raised to €4,648 ~1,000 extra births = fewer abortions; al. (2008)
Giulia) support to age for 3rd+ (2001); 2001-2004 strongest for 2+
three 13.5% = 19.6 % children and less-
GDP/capita educated women
Spain Universal child €2,500; 2007-2010 Large short-term Effects on both Gonzalez
benefit, one-off at 10.5 % GDP/capita effect; overall ~0.1- timing and (2013);
birth 0.2 children completed family Gonzalez &
size; no clear birth- | Trommlerova
order effect (2023)
Norway Regional reform +NOK 3,600/year 1989-1990 +5 pp among women | Effect on timing Hart et al.
(Tromsg) improving per child; aged 20-24 (earlier first births) | (2023)
universal benefits 2.1 % GDP/capita and on 2nd/3rd
and tax relief for children; especially
first births first births;
especially young,
unmarried, low-
income women
Hungary Child-related Wide variation 1949-2005 A 1% rise in benefit Supports raised 3+ | Gabos et al.
benefits and raised fertility 0.2 % births (2009)
pensions: family
benefits, maternity
grants
Iceland Tax-free year Marginal income 1987 Fertility +8.8 % Effect on both Brookes
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(personal income
tax temporarily
abolished)

USA
(Alaska)

Alaska Permanent
Fund Dividend:
annual universal
cash transfer to all
residents incl.
newborns

Israel Changes to child-
allowance
programme:
marginal-child
support (price
effect) and intra-
marginal support

(income effect)

South
Korea

District-level baby
bonuses: universal
one-off payments,

parity top-ups

Hungary
(post-2015)

Post-2015 family
policies: grants,
loans, expanded
benefits (mortgage
relief, tax breaks)

Switzerland | Canton-specific

birth allowances

tax 0 % for 1987 (a
large temporary
income boost)

Variable (avg USD 1982 onward
1,000-2,000/perso

n/yr, oil-

dependent);

6.9 %-13.9%

GDP/capita

Avg NIS 389/month | 1999-2005
(~USD 100; range

NIS 150-790;

NPV ~NIS 295);

59.9 % GDP/capita

Avg USD 680~ 2001-2012
2,350 (2015);
2.4-8.2%

GDP/capita

Wide variation 2015 onward

(analysed
2012-2022)
Wide variation First
across time and allowances

implemented
before 1969
(analysed

1969 - 2017)

cantons; highest
observed was 2000
CHF or 2.5 %
GDP/capita

Vauvasampo - Working Paper 12/2026

Fertility +13.1 % on
average

Fertility +7.8 %

Fertility +4.7 %

Total fertility +0.27

Fertility + 5.5 % on
average

1 Bold percentage = the first-year value of the support relative to GDP per capita.
2 Alaska Permanent Fund dividends have been paid since 1982; study period ~1982-2019.

3 The second Hungary row refers to the post-2015 family-policy reforms (separate from the upper Hungary row).

Source: compiled from the cited studies (see Study column).
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timing and number

Combination of
timing (shorter
intervals) and
quantum;
strongest across all
ages (20-44) and
all parities

Quantum (affects
completed family
size, not only
timing); all parities
and groups (incl.
ultra-Orthodox,
Arab Muslims);
strongest for
low/middle income

Rise in completed
family size; effects
across all parities;
stronger for
unemployed and
less-educated

Not further
specified

Lower mean age at
birth; increased
fertility driven by
mothers with
citizenships of low-
to-middle-income
countries; effects
faded in 4 years

(2026, not
peer-
reviewed)

Yonzan et al.
(2024)

Cohen et al.
(2013)

Kim (2023,
not peer-
reviewed)

Stone (2025)

(Chuard C. &
Chuard-
Keller, 2021).
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