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Fertility and Labor Supply Responses to Child Allowances:  
The Introduction of Means-Tested Benefits in France

Nelly Elmallakh

ABSTRACT This arti cle exam ines fer til ity and labor sup ply responses to a 2014 French 
pol icy reform that consisted of con di tion ing the amount of child allow ances on house
hold income. Employing regres sion dis con ti nu ity design and French admin is tra tive 
income data, I find that restricting fam ily allow ance eli gi bil ity cri te ria decreases fer til ity 
among the richest house holds. The results also high light that receiv ing half the amount 
of the allow ances or none leads to an increase in both male and female labor sup ply 
through an increase in over time work. The implied change in earned income, due to an 
increase in weekly work ing hours, is found to be com pa ra ble to the euro value reduc
tion in ben e fits. Auxiliary regres sion ana ly ses show that the fer til ity decline reflects a 
decrease in the prob a bil ity of hav ing an addi tional child for par ents rather than in the 
prob a bil ity of becom ing par ents for house holds with out chil dren.

KEYWORDS Family pol icy • Child allow ances • Fertility • Labor sup ply • France

Introduction

Declining fer til ity is an ongo ing pol icy con cern in many advanced econ o mies. In the 
Euro pean Union (EU), for instance, between 1960 and 2016, aver age fer til ity dropped 
from 2.6 to 1.6 births per woman, a fer til ity rate that is now below replace mentlevel 
fer til ity (World Bank 2020). In response, sev eral EU mem ber states are cur rently 
implementing pronatal pol i cies, using cash incen tives for child bear ing in an effort to 
curb declin ing fer til ity rates. Gaining a bet ter under stand ing of the impact of recent 
fam ily pol icy reforms on fer til ity and labor mar kets is thus of great impor tance.

France has long had rel a tively high fer til ity rates com pared with other Euro pean 
countries and more broadly with other OECD mem bers. In 2013, France spent a total 
of 2.9% of GDP on fam ily ben e fits, well above the aver age invest ment level in OECD 
countries, which was 2.1% (OECD 2018). This high level of pub lic spend ing reflects 
both higher than aver age child-related cash ben e fits and higher than aver age in-kind 
ben e fits for fam i lies with chil dren within the OECD (OECD 2018, 2021). However, 
since 2010, the num ber of births in France has been declin ing. Between 2010 and 2018, 
the fer til ity rate in France fell from 2.03 to 1.87 births per woman. Incash fam ily ben
e fits (as a per cent age of GDP) also declined over the same period, from 1.6% to 1.4% 
(OECD 2018).
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This study focuses on a recent and impor tant fam ily pol icy reform in France and 
exam ines its impact on fer til ity and labor sup ply. The reform consisted of con di
tion ing the amount of the basic allow ances of early child hood ben e fits (Allocation 
de base des Prestations d’Accueil du Jeune Enfant, PAJE) on house hold income. 
The new law was first discussed in the National Assembly, the lower cham ber of the 
French par lia ment, in March 2013, and offi cially entered into force on April 1, 2014. 
The reform did not have any explicit intended effect on fer til ity but rather aimed at 
chang ing the amounts of house holdtargeted pub lic sup port by reduc ing the assis
tance paid to wealth ier house holds.

The reform cre ated a notched ben e fits sched ule that phases out basic allow ances 
from “full ben e fits” to “half ben e fits” and from “half ben e fits” to “zero ben e fits” 
by apply ing a two-year lagged defi  ni tion of house hold tax able income. The 2014 
reform defined two income thresh olds for ben e fits: “half ben e fits” and “zero ben e-
fits.” Households fall ing below the half ben e fits income thresh old would be eli gi ble 
for the total amount of basic allow ances of early child hood ben e fits. Households with 
an income higher than the half ben e fits thresh old but lower than the zero ben e fits 
thresh old would be eli gi ble for half the amount of basic allow ances. Finally, house
holds whose income exceeded the zero ben e fits thresh old would no lon ger receive 
any basic allow ances of early child hood ben e fits.1

Relying on this quasiexper i men tal design, I study the impact of the 2014 fam ily 
pol icy reforms in France on fer til ity choices and labor sup ply using a regres sion dis
con ti nu ity design. Several insti tu tional details of the reform make this quasinat u ral 
exper i men tal set ting par tic u larly com pel ling. To start, ben e fit eli gi bil ity is based on 
a two-year lagged defi  ni tion of tax able house hold income. Coupled with the short 
time between the ini tial dis cus sion of the reforms and their final implementation, 
this implies that there is lit tle room for direct manip u la tion of the run ning var i able. 
Using data from the Statistiques sur les Ressources et les Conditions de Vie (SRCV; 
Statistics on Income and Living Conditions) for the years 2014 and 2015, I exploit 
the “sharp” dis con ti nu ity in the pro vi sion of the basic allow ances of early child hood 
ben e fits to exam ine its impact on birth prob a bil ity at the house hold level, as well as 
on the num ber of hours of work per week for both women and men after the reform.

This arti cle is linked to a large body of aca demic lit er a ture on fer til ity responses 
to cash trans fers and wel fare reforms. Whether in the form of paren tal leave ben e fits, 
child allow ances, or childcare subsidies, these stud ies have over all found that finan-
cial incen tives have a pos i tive effect on fer til ity; for instance, for Sweden, see Hoem 
(1993) and Björklund (2006); for the United States, see Rosenzweig (1999), Averett 
and Whittington (2001), and Joyce et al. (2004); for Canada, see Milligan (2005); 
for Austria, see Lalive and Zweimüller (2009); for Russia, see Malkova (2018); for 
west ern Europe, see Kalwij (2010); for the United Kingdom, see Brewer et al. (2012); 
for Germany, see Haan and Wrohlich (2011), Bauernschuster et al. (2016), and 
Raute (2019); for Israel, see Cohen et al. (2013); for Spain, see González (2013) and 

1 It is impor tant to note that the income thresh olds defined by the pol icy inter ven tion take into account the 
num ber of chil dren and the house hold struc ture. For exam ple, a onepar ent house hold with a work ing par
ent and one child is sub ject to a dif fer ent income thresh old than a twopar ent house hold with one work ing 
part ner and one child. See Table A3 in the online appen dix for the dif fer ent income thresh olds defined by 
the 2014 reform.
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González and Trommlerová (2023); and for France, see Piketty (2005) and Laroque 
and Salanié (2014).2 Using data from the French Labor Force Surveys 1997, 1998, 
and 1999, Laroque and Salanié (2014) sim u lated the increase in births that would 
result from adding to the existing tax ben e fit sys tem—an uncon di tional child ben e fit 
of 150 euros per month with a direct cost of 0.3% of GDP—and found that it might 
raise fer til ity by about 0.3 per cent age points and reduce female labor sup ply by 0.5 
per cent age points.

On the other hand, a few stud ies have found no effect of ben e fits on fer til ity. 
For exam ple, Kearney (2004) exam ined the impact of child ben e fit caps paid for 
an addi tional child in the United States and found no effect on fer til ity. Crump et al. 
(2011) found that U.S. tax ben e fits for chil dren do not affect the level of fer til ity but 
may affect the tim ing of fer til ity, while Riphahn and Wiynck (2017) showed that an 
increase in the Ger man child ben e fit did not change the fer til ity of low-income cou-
ples. More recently, research ers have been inter ested in uncovering the longterm 
effects of profer til ity pol i cies. Parent and Wang (2007), Kim (2014), and Adda et al. 
(2017) suggested that wel fare pol i cies have lit tle longterm effect on fer til ity and gen
er ate only tim ing effects, as they induce women to have chil dren ear lier.

My study also relates to the lit er a ture on the labor mar ket impact of finan cial 
incen tives for wel fare recip i ents.3 Parental leave cov er age was found to be asso ci ated 
with higher women’s employ ment (Ruhm 1998) and with large increases in moth ers’ 
time away from work after birth (Baker and Milligan 2008). It also appeared to have 
a strong impact on moth ers’ return to work after child birth (Berger and  Waldfogel 
2004; Dustmann and Schönberg 2012) but to have no effect on women’s wages 
(Albrecht et al. 1999; Baum 2003).4

The pres ent study con trib utes to the lit er a ture in at least three ways. First, while 
most of the abovecited lit er a ture has focused on fer til ity responses to increases in 
mon e tary incen tives pro vided in the form of var i ous wel fare reforms, this paper 
con trib utes to the rather small lit er a ture on the impact of the elim i na tion of wel fare 
reforms or caps in the pro vi sion of mon e tary incen tives on fer til ity.

Second, the nat u ral exper i ment that allows for causal iden ti fi ca tion is unique and 
advan ta geous, as eli gi bil ity in a given year was leg is la tively deter mined by house
hold income two years before. For instance, in 2014, when the means-tested PAJE 
ben e fits were intro duced, eli gi bil ity was deter mined by tax able house hold income in 
2012. In this set ting, the place ment of fam i lies on either side of the thresh old is deter
mined before the thresh old is actu ally intro duced—there fore fam i lies can not influ-
ence their eli gi bil ity by alter ing their income. The meth od ol ogy used here also allows 
the exploi ta tion of dif fer ences in enti tle ments across house holds, in con trast to the 

2 See Gans and Leigh (2009) on the effects of the announce ment of a “baby bonus” in Australia and  
Brunner and Kuhn (2014) on the effects of the announce ment of the abo li tion of a baby bonus in Austria. In 
both stud ies, the authors showed that fer til ity responded to the announce ment of these two pol icy changes 
before their actual implementation or abo li tion.
3 This study is also linked to a broader lit er a ture on the effect of wel fare on liv ing arrange ments. For exam
ple, see Card and Lemieux (1997) on the United States and Canada.
4 It is impor tant to note that in Baum (2003), the anal y sis focused on the Family and Medical Leave Act 
(FMLA) in the United States in 1993 and that the pol icy guaranteed 12 weeks of unpaid leave for eli gi-
ble moth ers. The author argued that the short and unpaid nature of the mater nity leave could explain the 
results.
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existing lit er a ture, which for the most part focused on the gen er al ized intro duc tion or 
exten sion of wel fare pol i cies.

Third, one of the main nov el ties of this study is the use of the SRCV data. The 
SRCV dataset has the unique fea ture of pro vid ing admin is tra tive infor ma tion on 
house hold income, thus pro vid ing an addi tional con tri bu tion with respect to the exist
ing lit er a ture, which has mostly employed sur vey data. Finally, given the impor tance 
of this his tor i cal shift in wel fare state design as France broke for the very first time 
with the con cept of “ben e fit uni ver sal ity,” it is crit i cal to under stand the effect of these 
recent reforms on fer til ity responses and labor sup ply.

My results sug gest that, among mid dleincome cou ples, cut ting the early child
hood ben e fits by half does not have a sig nifi  cant impact on fer til ity. On the other 
hand, among the richest house holds, the com plete removal of the ben e fits leads to a 
decline in fer til ity.5 I also explore whether the effect of the pol icy kicked in when the 
pol icy was first discussed, in March 2013, or at the time the pol icy went into effect 
in April 2014. The for mer defi  ni tion is employed in the bench mark model—as it 
reflects the outer bound on when any birth effect could pos si bly occur—and leads to 
an esti mated ben e fit elas tic ity of 0.38, while the lat ter defi  ni tion results in a smaller 
implied elas tic ity of 0.13. This sug gests that the larg est decline in fer til ity occurred 
fol low ing the ear li est dis cus sions of the pol icy reform in the lower cham ber of par
lia ment, a pro cess that received sub stan tial media cov er age, as I will later high light 
in fur ther detail.

The find ings also sug gest that the reform had no impact on the deci sion of becom-
ing par ents for house holds with out chil dren prior to the reform, but did affect the 
deci sion of hav ing an addi tional child for par ents. Indeed, I find that the decline in 
fer til ity, fol low ing the announce ment and the implementation of the reform, affected 
only the prob a bil ity of hav ing a sec ond child or chil dren of higher birth par ity.

How do these effects com pare to those of other stud ies? My esti ma tes are within 
the range of pre vi ously esti mated elas tic i ties of fer til ity to ben e fits or to tax exemp-
tion in the lit er a ture. For instance, Gauthier and Hatzius (1997) esti mated a long
run, cross-coun try ben e fit elas tic ity of 0.16. For the United States, Whittington et al. 
(1990) esti mated the elas tic ity of fer til ity to per sonal tax exemp tion for depen dents to 
be between 0.13 and 0.25. Whittington (1992) sub se quently found larger elas tic i ties, 
rang ing from 0.23 to 1.19. In the case of Que bec, Milligan (2005) esti mated a ben e fit 
elas tic ity of 0.11, whereas for Israel, Cohen et al. (2013) esti mated an over all ben e fit 
elas tic ity of 0.19 (higher elas tic i ties were observed among cer tain reli gious groups, 
reaching as high as 0.33). As for Europe, Laroque and Salanié (2014) found an elas
tic ity of fer til ity to tax ben e fits of 0.20 in France, while Brewer et al. (2012) esti mated 
an elas tic ity of 0.28 in the United Kingdom.

Regarding the impact on labor sup ply, I find that receiv ing half the amount of 
basic allow ances of early child hood ben e fits increases the num ber of hours of work 
per week by two to four hours, for both women and men, com pared with those 
who receive full ben e fits. Likewise, being inel i gi ble for any basic allow ances also 
increases the num ber of hours of work per week for women and men, rel a tive to  

5 This find ing is in line with Joyce et al. (2004), who found that, in the United States in the 1990s, birth 
rates fell in states that implemented pro vi sions to reduce cash assis tance to wel fare recip i ents who have 
addi tional chil dren.
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indi vid u als who are eli gi ble for either full or half the allow ances.6 A back-of-the-
enve lope cal cu la tion shows that the implied change in earned income, due to an 
increase in weekly work ing hours, com pares to the euro value reduc tion in ben e
fits. Assuming aver age net hourly wages in the year 2014, derived from the Institut 
National de la Statistique et des Études Économiques (INSEE; French National Insti
tute of Statistics and Economic Studies), a twohour increase in the num ber of hours 
of work per week gen er ates approx i ma tely 95 euros per month for women and 113 
euros per men, cov er ing a 50% reduc tion in monthly allow ances (i.e., a loss of 92.31 
euros per month). On the other hand, a fourhour increase in the num ber of weekly 
work ing hours increases women’s monthly earn ings by 190 euros and men’s by 226 
euros. This income increase fully cov ers a 100% cut in the monthly basic allow ances 
of early child hood ben e fits, which amounts to a loss of 184.62 euros per month.7

Theoretical Framework and Background

The Economic Incentives of the Benefits

Becker (1960) argued that par ents should be viewed as ratio nal eco nomic actors and 
chil dren as dura ble con sump tion and pro duc tion goods. Becker’s model stresses the 
impor tance of the cost of chil dren in explaining fer til ity dif fer en tials. Accordingly, 
the demand for chil dren responds to changes in the price of the mar ginal child. The 
frame work implies that reduc tions in child subsidies would lead to an increase in the 
price—net of sub sidy—of the mar ginal child, and hence to a decline in the demand 
for chil dren, as a result of the opti miz ing behav ior of par ents and would-be par ents.8

Beckertype mod els of fer til ity are con tro ver sial among demog ra phers, as high
lighted by Olsen (1994) and Milligan (2005). Indeed, stan dard demo graphic anal y sis 
tends to empha size the role of social norms, bio log i cal pro cesses, and repro duc tive 
tech nol ogy in explaining fer til ity and would there fore pre dict no changes in fer til ity 
in reac tion to exog e nous price changes.

The PAJE reform affected child allow ance receipts for richer house holds but not 
for the poorest house holds (those whose income falls below the half ben e fits thresh-
old). As for house holds whose income exceeds the half ben e fits thresh old but is 
below the zero ben e fits thresh old, they expe ri enced a reduc tion in PAJE receipts by 
half, while house holds whose income exceeds the zero ben e fits thresh old expe ri enced 
a total elim i na tion of these allow ances. I test whether, in line with the pre dic tions of 
Becker’s model, the decline in child subsidies fol low ing the 2014 reforms was asso
ci ated with reduced births. The find ing that fer til ity responds to price changes does in 

6 This is in line with Moffitt (2002), who pro vided a sur vey of the existing lit er a ture on the labor mar ket 
incen tive effects of trans fer pro grams in the United States and con cluded that the elim i na tion of wel fare 
pro grams would lead to an increase in the hours of work by 10% to 50%.
7 According to the INSEE (Arnault 2018), the aver age gross hourly wage for men in 2014 is 18.8 euros 
and for women is 15.8 euros. The dif fer ence between gross and net salaries in France is gen er ally between 
20% and 30%. In the esti ma tions above, I employ an aver age rate of 25%.
8 Hotz et al. (1997) pro vided a detailed dis cus sion of fer til ity mod els, sur vey ing the the o ret i cal and empir
i cal lit er a ture.
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fact pro vide evi dence in favor of Becker’s model and, hence, sup ports the the ory that 
prices mat ter in explaining fer til ity choices.

The impact of the reform on paren tal labor sup ply, on the other hand, can be dis
cussed within a sim ple labor sup ply model. Schøne (2004) pos ited that par ents adjust 
their labor sup ply as they max i mize the value of con sump tion and lei sure sub ject to 
a bud get con straint. If a house hold is eli gi ble for child allow ances, the bud get con
straint will be pos i tively affected by the allow ances. Given the fun gi bil ity of income 
sources, whether income comes in the form of child allow ances or in the form of any 
other income source, what mat ters in deter min ing paren tal labor sup ply is the total 
sum of all  income com po nents.

Within a sim ple lei sure–con sump tion frame work, an increase in house hold income 
trans lates into a pos i tive shift in the bud get con straint, lead ing to an increase in the 
 lei sure–con sump tion com bi na tion. Standard labor sup ply the ory pre dicts that the child 
ben e fits intro duce both sub sti tu tion and income effects that act in the same direc tion 
toward reduced labor sup ply if lei sure is a nor mal good. For work ing par ents, the 
reform will gen er ate both income and sub sti tu tion effects. For par ents who are not 
work ing, the PAJE ben e fits intro duce only an income effect. In the case of PAJE ben-
e fits, the eli gi bil ity cri te ria stip u late that at least one of the two par ents is work ing. The 
decrease in paren tal labor sup ply would there fore depend on the total amount of child 
ben e fits, as well as on the par ents’ pref er ences for lei sure and con sump tion.

The 2014 Family Policy Reform

The French fam ily pol icy sys tem fol lows a longestablished pronatal and fam ily 
cen tered tra di tion. Compared with other OECD countries, France has one of the most 
gen er ous schemes for fam ily ben e fits and spends rel a tively more in terms of pub lic 
invest ment in fam i lies with chil dren (OECD 2018).

In 2014, the French gov ern ment under took a series of social and fam ily pol icy 
reforms that aimed at chang ing the amounts of house holdtargeted pub lic sup port. 
The reforms pro posed sev eral mea sures that led to a reduc tion in the assis tance paid to 
wealth ier fam i lies while increas ing trans fers to the most vul ner a ble house holds. This 
arti cle focuses in par tic u lar on the 2014 reform to the basic allow ances of the early 
child hood ben e fits (Allocation de base des Prestations d’Accueil du Jeune Enfant). 
The PAJE includes a pack age of ben e fits to com pen sate for the cost of rais ing chil-
dren: a birth or adop tion pre mium (Prime de naissance ou d’adop tion), basic allow-
ances (Allocation de base), and allow ances to sup port the rec on cil i a tion between 
per sonal and pro fes sional life and to com pen sate for childcare costs.

The basic allow ances aim to help house holds cover the costs of child edu ca tion 
and main te nance. They are intended for par ents of a child youn ger than three years 
old and are paid on a monthly basis for three years, from the first day of the month 
fol low ing the birth until the month the child turns three. In the case of mul ti ple births, 
house holds may accu mu late sev eral basic allow ances for their chil dren. Several con
di tions deter mine eli gi bil ity for the basic allow ances: (1) the child should be youn-
ger than three years old; (2) in the case of twopar ent house holds, either one or both 
par ents should have been work ing and gen er at ing income two years prior to ben e fit 
receipt, and in the case of onepar ent house holds the sin gle par ent should have been 
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work ing and gen er at ing income two years prior to ben e fit receipt;9 and (3) house
hold income (as reported two years before) should have been lower than the income 
thresh old defined by the 2014 pol icy reform.

The reform stip u lated that for all  chil dren born or adopted as of April 1, 2014, 
work ing par ents would be eli gi ble for dif fer en tial ben e fit rates depending on their 
dis pos able house hold income two years before (a prereform land scape is pro vided 
in online appen dix A). Even though approx i ma tely 13 months elapsed between 
the begin ning of the pol icy-mak ing pro cess and the final implementation of the 
reform, sub stan tial media cov er age over this period brought the basic allow ances of  
PAJE ben e fits to the atten tion of the gen eral pub lic. Several news out lets, includ ing  
Le Monde and Le Figaro, cov ered the pol icy reform pro cess from the ear li est dis cus
sions in the lower cham ber of par lia ment. Articles published in April 2013 outlined, 
in gen eral terms, the poten tial impact of the reforms on the allo ca tion of PAJE ben-
e fits. In June 2013, another flurry of news arti cles explained in detail the full scope 
of the reform (“Allocations familiales” 2013; Guichard 2013; Laurent and Laurent 
2013; “Le gouvernement choisit d’abaisser” 2013; Vignaud 2013).

The Google trends anal y sis depicted in Figure 1 con firms the surge in web search 
pop u lar ity in France for the term “paje,” which refers to the Prestations d’Accueil du 
Jeune Enfant. In this fig ure, weekly web searches are aver aged by month. Google 
trends search scores are plot ted on the yaxis, representing search inter est rel a tive to 
the highest point on the chart for the given region and time. A value of 100 is the peak 
pop u lar ity for the term, and a value of 50 means that the term is half as pop u lar.10 Search 
pop u lar ity for PAJE ben e fits in France gained imme di ate momen tum fol low ing the 
dis cus sion of the law in the National Assembly in March 2013. While search pop u lar-
ity also increased around the time of the offi cial law enact ment in April 2014, anal y sis 
shows that searches peaked ear lier when the law was first discussed in the National 
Assembly—likely due to the exten sive media cov er age the reform pro posal received.

Despite media cov er age of the pol icymak ing pro cess, the early news arti cles were 
uncer tain and spec u la tive about a poten tial reform under way, high light ing that the 
PAJE ben e fits might be means-tested. Articles published later on, starting from June 
2013, outlined that the ben e fits would be con di tional on income, but that the appli-
ca ble income thresh olds were not yet offi cial. Indeed, thresh olds were defined by the 
2014 Financing Act, published on Decem ber 30, 2013, after sev eral rounds of dis cus-
sions and amend ments between Sep tem ber and Decem ber 2013.11 Section D1 in the 

9 According to the Caisse d’Allocations Familiales (CAF), the income con sid ered is gen er ated from pro-
fes sional activ ity. The only excep tion is in the case of occu pa tional dis eases or work acci dents, for which 
the income con sid ered is the daily allow ances for acci dents at work or occu pa tional dis eases. A par ent’s 
income should be at least equal to 5,252 euros two years before the sur vey.
10 It is impor tant to note that the Google trends search score data are weekly, while Figure 1 relies on 
monthly aver ages. Therefore, the value of 100, which cor re sponds to the peak of pop u lar ity of the term 
over the entire period, does not appear in the fig ure. In fact, the term “paje” was most pop u lar in March 
2014 before the actual implementation of the reforms in April 2014. Both weekly and monthly data con-
firm that the search pop u lar ity of PAJE ben e fits gained momen tum long before the actual enforce ment of 
the reforms in April 2014.
11 The offi cial website of the French Senate pro vi des more infor ma tion on the 2014 Financing Act and 
the var i ous amend ments brought about by the National Assembly and the Senate between Sep tem ber and 
Decem ber 2013 (https:  /  /www  .senat  .fr  /dossier  -legislatif  /pjlf2014  .html).
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online appen dix shows that there is no evi dence of bunching in house hold income in 
2013 on either side of the dis con ti nu ity thresh olds (all  sec tions, tables, and fig ures 
des ig nated with an “A” are avail  able in the online appen dix).

The 2014 pol icy reform defined income thresh olds that depend on the num ber of 
chil dren and house hold struc ture (see Table A3). The thresh olds appli ca ble to a one-
par ent house hold with income are iden ti cal to those for a twopar ent house hold with 
two incomes.

Prior to the 2014 pol icy reform, work ing par ents were eli gi ble for a uni ver sal 
amount of basic allow ances, uncon di tional on house hold income. Following the 
reform, depending on house hold income, the poorest house holds were still eli gi ble 
for the total amount of basic allow ances (184.62 euros per month), mid dleincome 
house holds were eli gi ble for half the amount (92.31 euros per month), and the wealth
ier house holds, whose income exceeded the des ig nated thresh old, were no lon ger eli
gi ble for any basic allow ances.12 It is impor tant to note that the total amount of the 
basic allow ances is the same as the pre vi ous uni ver sal ben e fit that was appli ca ble to 
all  work ing par ents.

12 The loss of child allow ances as a per cent age of house hold income can be com puted using the aver age 
house hold income for house holds that receive full ben e fits, half ben e fits, and zero ben e fits. A back-of-the-
enve lope cal cu la tion shows that these losses may not be neg li gi ble. Indeed, with only one child youn ger 
than three, the loss of allow ances would be equiv a lent to 2.4% and to 3% of yearly income for house holds 
with half ben e fits and zero ben e fits, respec tively. With two chil dren youn ger than three, this loss dou bles 
to 4.8% and 6%, respec tively.
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Fig. 1 Google trends analysis of the PAJE reforms, showing web searches in France for the term “paje,” 
which refers to the Prestations d’Accueil du Jeune Enfant. The vertical red lines correspond to March 2013, 
when the law was first discussed in the National Assembly, and to April 2014, when the law came into 
force. Values on the yaxis represent search interest relative to the highest point on the chart for the given 
region and time. The underlying raw data are weekly, with a value of 100 for the peak popularity for the 
term, while a value of 50 means that the term is half as popular.
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Data

This study relies on data from the Statistiques sur les Ressources et les Conditions 
de Vie. The SRCV dataset cor re sponds to the French part of the Euro pean Union– 
Statistics on Income and Living Conditions (EU-SILC). The Institut National de la 
Statistique et des Études Économiques imple ments the SRCV sur veys, which have 
been conducted in France on a yearly basis since 2004 and pro vide rep re sen ta tive data 
on income and liv ing con di tions in both crosssec tional and lon gi tu di nal dimen sions. 
Each year, approx i ma tely 12,000 house holds are sur veyed, includ ing a refresher sam
ple of nearly 3,000 house holds. As in a typ i cal house hold sur vey, the SRCV dataset 
includes house hold as well as indi vid ual ques tion naires and cov ers top ics such as 
fam ily com po si tion, hous ing and liv ing con di tions, house hold income, taxes, social 
secu rity costs incurred by house holds, and social ben e fits. The indi vid ual-level ques-
tion naire pro vi des infor ma tion on edu ca tional back ground, eco nomic activ ity, occu
pa tion, income, and labor sup ply, among other var i ables.

A unique fea ture of the SRCV dataset is that it col lects infor ma tion on house hold 
income and social ben e fits from var i ous admin is tra tive sources instead of collect
ing them from sur vey respon dents. The (tax able) income of sur veyed house holds is 
derived from their tax returns. The social ben e fits that house holds even tu ally receive 
are obtained from the governing body on which the house holds depend: the National 
Family Allowance Fund (Caisse Nationale des Allocations Familiales), the Agricul
tural Social Mutual Fund (Mutualité Sociale Agricole), or the National Pension Insur
ance Fund (Caisse Nationale d’Assurance Vieillesse).

The inclu sion of this admin is tra tive data con sti tutes one of the greatest advan tages 
of the SRCV dataset rel a tive to typ i cal indi vid ual and house hold sur veys, in which 
respon dents could mis re port or manip u late their income infor ma tion.13 The pop u la
tion of inter est con sists of house holds with chil dren and, at the time of ben e fit receipt, 
the child must be youn ger than three years old. In rely ing on data from the 2014 and 
2015 sur vey rounds, I focus on Nchil dren house holds (N > 0) in each sur vey round, 
com pute their dis tance to thresh olds for Nchil dren fam i lies, and inves ti gate whether 
a house hold decides to increase its size from N – 1 chil dren (prior to the reform) to N 
chil dren (at the time of the sur vey). This allows me to inves ti gate the impact of poten
tial future allow ances on both the prob a bil ity of becom ing par ents for those with out 
chil dren at base line and the prob a bil ity of hav ing one addi tional child for those who 
are already par ents. In both cases, if a house hold decides to have a child in the win
dow under con sid er ation, the child is by defi  ni tion aged less than three.

Given the pol icy reform, the treat ment sta tus of Nchil dren house holds is deter mined 
by their house hold income two years pre ced ing the sur vey year. In any given year in 
the SRCV sur vey, the sur vey is matched with admin is tra tive income data of the year 
before. The 2014 sur vey there fore col lects house hold income in the year 2013, while 
the 2015 sur vey col lects house hold income in the year 2014. To obtain income data two 

13 While the SRCV sur veys are advan ta geous in many ways, the data col lected on fam ily and child allow
ances are not disaggregated. Indeed, the sur veys pro vide infor ma tion on whether house holds receive fam
ily or child allow ances with out dis tinc tion between the var i ous types of ben e fits that a house hold could 
receive. Therefore, it is not pos si ble to check the dis con ti nu ity of basic allow ances of early child hood 
ben e fits in the neigh bor hood of the dis con ti nu ity thresh olds.
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years prior to the sur vey, for the year 2014, I restrict my anal y sis to house holds that are 
also observed in 2013 in order to be  able to col lect house hold income in the year 2012. 
In a sim i lar way, for the year 2015, the anal y sis is restricted to house holds that are also 
observed in 2014, which allows the col lec tion of infor ma tion on house hold income 
in 2013, two years pre ced ing the sur vey. The esti ma tion sam ple there fore con sists of 
pooled crosssec tional house hold data for the years 2014 and 2015, with income infor
ma tion for the years 2012 and 2013, respec tively.14 The SRCV data also include infor
ma tion on the num ber of chil dren in a given house hold, as well as the year and month 
of birth of the chil dren born in both the sur vey year and the pre ced ing one. Therefore, 
the data allow iden ti fy ing the exact num ber of chil dren a house hold has at the time 
of ben e fit receipt, the two-year lagged defi  ni tion of tax able income, whether a house-
hold is two-par ent or one-par ent at base line—in line with the two-year lagged income  
defi  ni tion—and the fam ily’s labor force par tic i pa tion. These var i ables allow one to 
iden tify the var i ous household groups (presented in Table A3), mak ing it pos si ble to 
accu rately deter mine the pre cise income thresh old that is appli ca ble to each fam ily.

In my esti ma tion sam ple, 47% of house holds fall below the half ben e fits thresh-
old, 16% are in between the half ben e fits and the zero ben e fits thresh olds, and 37% 
fall above the zero ben e fits thresh old. Table 1 pres ents descrip tive sta tis tics at the 
half ben e fits and zero ben e fits thresh olds for women and men. These sta tis tics are 
restricted to indi vid u als who fall within a range of 5,000 euros below and above the 
income thresh olds defined by the 2014 fam ily pol icy reform. Individual char ac ter-
is tics include the indi vid ual’s age, nation al ity, and edu ca tion.15 This table con firms 
ran dom sorting around the dis con ti nu ity thresh olds and shows that indi vid ual covari
ates are bal anced in the neigh bor hood of the thresh olds.16 Appendix sec tion D2 also 
pro vi des descrip tive sta tis tics at these thresh olds at the house hold level, as well as 
covariate bal ance tests to check whether the treat ment sta tus can be con sid ered as 
good as ran domly assigned. Appendix sec tion D2 also shows that there is not any 
sta tis ti cally sig nifi  cant dif fer ence between indi vid u als below and above the dis con ti-
nu ity thresh olds along these mul ti ple covariates.

14 Even though I rely on the lon gi tu di nal dimen sion of the data to retrieve income infor ma tion, the 
data anal y sis remains crosssec tional in nature since I do not focus exclu sively on house holds that were 
observed simul ta neously in 2014 and 2015. Such a focus would sig nifi  cantly reduce my sam ple size, which 
would require house holds to be observed over three con sec u tive sur vey years (in 2013, 2014, and 2015). 
Instead, my anal y sis also includes house holds interviewed in 2014 but not nec es sar ily in 2015 (as long as 
they were interviewed in 2013 to retrieve their income infor ma tion).
15 Unfortunately, the SRCV dataset does not pro vide infor ma tion on paren tal leave takeup or paren tal 
leave dura tion, which would allow one to exam ine such behav iors in the neigh bor hood of the dis con
ti nu ity thresh olds. Nonetheless, according to the most recent data on fam ily ben e fits from the French 
Social  Security—which pro vide detailed infor ma tion on the ben e fi cia ries of paren tal leave in France (la 
Prestation partagée d’éducation de l’enfant, PreParE)—the highest pro por tion of the PreParE ben e fi cia-
ries belongs to the mid dle-income dec iles. Indeed, 29% of the ben e fi cia ries belong to the fourth and fifth 
income dec iles, while lower pro por tions of indi vid u als belong to the lower and upper ends of the income 
dis tri bu tion ben e fit from the PreParE. This would sug gest that paren tal leave take-up is likely to be low at 
both the lower and the upper ends of the dis tri bu tion. These sta tis tics and the evi dence pro vided in appen
dix sec tion B3 sug gest that paren tal leave takeup is not driv ing my results.
16 According to the United Nations Economic Commission for Europe (UNECE), the mean age of women 
at birth of the first child in France was 28.3 in 2014 and 28.4 in 2015. The mean women’s age in the sam ple 
around the dis con ti nu ity thresh olds is roughly con sis tent with these fig ures, in par tic u lar for women who 
belong to the wealth i est house holds (those above the zero ben e fits thresh old).
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Table 1 Individuallevel descrip tive sta tis tics (means) at the dis con ti nu ity thresh olds

A: Women B: Men

Half Benefits Zero Benefits Half Benefits Zero Benefits

Below 
(1)

Above 
(2)

Below 
(3)

Above 
(4)

Below 
(5)

Above 
(6)

Below 
(7)

Above 
(8)

Age 26.890 26.480 26.780 28.430 27.350 27.700 28.230 28.400
(17.000) (16.930) (17.000) (17.320) (17.430) (17.780) (17.990) (17.540)

 Number of 
obser va tions 776 726 667 560 732 694 635 572

Nationality
 French .970 .982 .979 .979 .970 .973 .981 .982
 (.171) (.131) (.144) (.144) (.170) (.163) (.138) (.134)
 EU cit i zen .010 .011 .014 .013 .013 .016 .015 .010
 (.100) (.104) (.118) (.115) (.112) (.125) (.120) (.101)
 Algerian, 

Moroccan,  
or Tunisian .008 .000 .000 .003 .002 .000 .000 .002

 (.089) (.000) (.000) (.052) (.046) (.000) (.000) (.051)
 Afri can except 

Maghreb .006 .000 .002 .000 .006 .002 .002 .000
 (.078) (.000) (.048) (.000) (.080) (.048) (.049) (.000)
 Other nation al ity .006 .007 .005 .005 .008 .009 .002 .005
 (.076) (.081) (.068) (.073) (.092) (.095) (.049) (.072)
 Number of 

obser va tions 405 457 428 377 471 443 413 386
Education
 First cycle  

edu ca tion  
or less .198 .145 .149 .144 .251 .193 .157 .183

 (.399) (.352) (.357) (.352) (.434) (.395) (.364) (.387)
 Second cycle 

edu ca tion .553 .492 .450 .442 .560 .511 .523 .483
 (.498) (.501) (.498) (.497) (.497) (.501) (.500) (.500)
 Postsecondary 

edu ca tion .148 .205 .221 .240 .128 .142 .172 .173
 (.356) (.404) (.415) (.428) (.335) (.349) (.378) (.379)
 University or 

above .101 .158 .181 .173 .060 .155 .148 .161
 (.302) (.366) (.385) (.379) (.238) (.362) (.356) (.368)
 Number of 

obser va tions 405 366 349 312 398 374 331 323

Notes: Means are shown, with stan dard devi a tions in paren the ses. The anal y sis is restricted to house holds 
within ±5,000 euros of yearly house hold income from the income thresh olds defined by the 2014 pol icy 
reform. “Below” cor re sponds to 5,000 euros below the thresh old and “above” cor re sponds to 5,000 euros 
above the thresh old. First cycle edu ca tion or less includes pre-pri mary, pri mary, and first cycle of basic 
edu ca tion; sec ond cycle edu ca tion includes sec ond cycle of basic edu ca tion, of gen eral sec ond ary edu ca
tion, or of voca tional sec ond ary edu ca tion; post sec ond ary edu ca tion includes post sec ond ary non uni ver sity 
edu ca tion and short cycle uni ver sity edu ca tion; and uni ver sity edu ca tion or above includes bach e lor’s, 
mas ter’s, and Ph.D. lev els.
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Empirical Strategy: A Regression Discontinuity Design

The empir i cal anal y sis relies on a regres sion dis con ti nu ity design (RDD) to exam ine 
the impact of the 2014 fam ily pol icy reforms on fer til ity and labor sup ply for women 
and men. Within the frame work of a “sharp” regres sion dis con ti nu ity, the treat ment 
sta tus is a deter min is tic func tion of a con tin u ous var i able: the forc ing var i able or the 
assign ment var i able. Individuals there fore receive or do not receive the treat ment 
according to the under ly ing value of the forc ing var i able, as illus trated by17

   Ti = T (Xi ) = 1[xi ≥ !x].  (1)

1[.] is an indi ca tor func tion, xi is the forc ing var i able, and !x is the dis con ti nu ity  
thre sh old, which is the value taken by the forc ing var i able sep a rat ing the units into 
two mutu ally exclu sive groups, that is, those who receive the treat ment ver sus those 
who do not receive it.

A unique fea ture of the pol icy reform in France is the dif fer en tial ben e fit rate 
by income. If the house hold income is below a cer tain thresh old R, house holds are  
eli gi ble for full ben e fits. Meanwhile, house holds whose income is between R  and 
R  are eli gi ble for half ben e fits. Finally, house holds whose income exceeds R  are  
eli  gi ble for zero ben e fits.18 The anal y sis there fore involves two dis con ti nu ity thresh
olds: the first thresh old (R) will be denoted as “half ben e fits” and the sec ond thresh-
old (R) as “zero ben e fits.” In Eq. (2), the mutu ally exclu sive groups are those who 
receive full ben e fits ver sus those who receive half ben e fits:

  
 T
Ri
= T (Ri ) = 1[Ri ≥R ]×1[Ri < R].

 
(2)

In Eq. (3), the anal y sis com pares house holds/indi vid u als who receive zero ben e fits 
with those who receive either full or half ben e fits:

   
T
Ri
= T (Ri ) = 1[Ri ≥ R].

 
(3)

As presented in Table A3, the income thresh olds defined by the pol icy are a func tion 
of both the num ber of chil dren and house hold struc ture. One of the main advan tages 
of the RDD frame work is the local quasi-ran dom i za tion around the spe cific thresh-
olds employed in the anal y sis. The RDD approach there fore con sists in com par ing 
the out comes of house holds/indi vid u als who are “just below” and “just above” the 
thresh old. The intu i tion behind this approach is that house holds/indi vid u als whose 
incomes are close to the dis con ti nu ity thresh old are very com pa ra ble along observ
able and unob serv able char ac ter is tics, except for the treat ment. In other words, in the 
neigh bor hood of the dis con ti nu ity thresh old, house holds are very sim i lar and only 
some are sub ject to treat ment. Therefore, the house holds/indi vid u als “slightly below” 
the thresh old pro vide the coun ter fac tual for those “slightly above” the thresh old since 
the treat ment (receiv ing half or zero ben e fits) is effec tively ran dom ized in the neigh-
bor hood of the dis con ti nu ity thresh olds. By exten sion, this quasi-ran dom i za tion 

17 See Lemieux and Milligan (2008) and PetterssonLidbom (2008) for a sim i lar meth od ol ogy.
18 It is impor tant to note that R<R .
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around the dis con ti nu ity thresh olds implies that there would be no rea son to believe 
that the results esti mated in the neigh bor hood of the dis con ti nu ity thresh olds cap ture 
the effects of other eco nomic fac tors—which are, unlike the reform in ques tion, not 
ran dom ized around the dis con ti nu ity thresh olds but are rather com mon shocks.19 The 
inclu sion of year fixed effects in Eq. (4) cap tures com mon eco nomic shocks that 
would affect house holds in the years con sid ered.

The RDD can be implemented in sev eral ways. The sim plest is a non para met ric 
tech nique that com pares out comes in a small neigh bor hood below and above the dis
con ti nu ity thresh old. However, this approach could lead to impre cise esti ma tes of the 
treat ment effect, with the usual tradeoffs in the choice of the band width (Lemieux 
and Milligan 2008). When using a small band width, the treat ment effect is equal to 
the dif fer ence in the aver age out comes of units that are “just below” and “just above” 
the thresh old. This could lead to impre cise mea sures of the treat ment effect. By con
trast, using large band widths could lead to biased esti ma tes of the treat ment effect if 
units that are fur ther away from the dis con ti nu ity thresh old are sys tem at i cally dif fer
ent from those around the dis con ti nu ity point. Hence, unless large sam ple sizes are 
avail  able in the neigh bor hood of the dis con ti nu ity thresh old, the non para met ric band
width RDD esti ma tion is likely to be sub ject to a large degree of sam pling var i abil ity.

Using a con trol func tion is an equiv a lent yet more effi cient tech nique of esti-
mat ing the treat ment effect using RDD (Lemieux and Milligan 2008; Pettersson 
Lidbom 2008). This approach bal ances the tradeoff between pre ci sion and bias by 
using all  the avail  able data around the dis con ti nu ity thresh old and regressing the out
come of inter est Yit on the treat ment indi ca tor Tit , the con trol func tion (Ri,t−2, which is 
a loworder poly no mial of the treat mentdeter min ing covariate Ri ), and the inter ac
tion term between the treat ment indi ca tor and the con trol func tion. The RDD spec i fi-
ca tion is presented in the equa tion20

 Yit = πTit + δ(Ri,t−2 )+ µTit × δ(Ri,t−2 )+ λt + εit. (4)

The regres sion dis con ti nu ity is “sharp” in out comes, since the out come var i ables 
are mea sured at the time of the sur vey. The depen dent var i ables Yit cor re spond to the 
birth prob a bil ity at the house hold level (for births that occurred nine months after 
the reform was first discussed in the National Assembly or implemented), as well 
as to the num ber of hours of work per week at the time of the sur vey, for women or 
men. The con trol func tion δ(Ri,t−2 ) is a first-order poly no mial of the forc ing var i able, 
which is the house hold income two years prior to the sur vey year and is equal to the 
dif fer ence between the total dis pos able house hold income net of con tri bu tions and 

19 This fea ture of RDD implies that it is very unlikely that house holds/indi vid u als whose income is close 
to the dis con ti nu ity thresh old would have dif fer en tial responses to com mon eco nomic shocks that would 
be driv ing the results. Indeed, we would expect house holds/indi vid u als located below and above the dis-
con ti nu ity thresh old to be affected by com mon shocks in a sim i lar way. The pla cebo regres sions included 
in appen dix sec tion E6 fur ther cor rob o rate this evi dence. Indeed, if other eco nomic fac tors, cor re lated with 
dif fer ent income brack ets, were driv ing the results, they would have been picked up in the pla cebo regres
sions reported in Table A19, which relies on pla cebo thresh olds.
20 Equation (4) denotes the indi vid uallevel esti ma tion. However, house holdlevel regres sions are also 
esti mated when exam in ing the impact of the 2014 fam ily pol icy reforms on fer til ity choices.
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the dis con ti nu ity thresh old defined by the pol icy. The regres sion spec i fi ca tion also 
includes a year fixed effect λt, while εit denotes the error term.

Two sets of regres sions are esti mated sep a rately. The first one com pares the out-
comes of indi vid u als/house holds who receive half ben e fits with those who receive 
full ben e fits, as illus trated in Eq. (2), by restricting the anal y sis to those whose income 
is strictly below R . The sec ond one com pares the out comes of indi vid u als/house holds 
who do not receive any basic allow ances of the PAJE ben e fits with those who either 
receive half or full ben e fits. The main coef fi cient of inter est, π (reported in the regres
sion tables), is the RDD treat ment effect, and it mea sures the dif fer ence in aver
age out comes between treated and untreated units. More spe cifi  cally, it mea sures the 
dif fer ence in out comes between those who receive half ben e fits ver sus those who 
receive full ben e fits; and the dif fer ence in out comes between those who receive zero 
ben e fits ver sus those who receive half or full ben e fits. The con trol func tion tech nique 
thus yields to unbi ased esti ma tes of the treat ment effect, since Ri,t−2 is the only sys
tem atic deter mi nant of the treat ment sta tus. The inclu sion of the con trol func tion 
δ(Ri,t−2 ) thus cap tures any cor re la tion, which may oth er wise occur, between Ri,t − 2
and the error term εit.

The con trol func tion is my bench mark spec i fi ca tion. Nonetheless, I also report 
results using non para met ric band width esti ma tions, since the esti ma tes from the 
con trol func tion and the non para met ric band width esti ma tions should be the same 
if the con trol func tion is cor rectly spec i fied. Moreover, in the online appen dix, I 
pres ent results includ ing a vec tor of predetermined indi vid ual and house hold con trol 
var i ables. The pro vi sion of fam ily allow ances for chil dren should not be sys tem at i
cally cor re lated with any observed or unob served var i ables once the forc ing var i able 
is con trolled for. Hence, adding addi tional con trol var i ables should not affect the 
esti ma tes from the con trol func tion approach and that pro vi des a test of whether 
the treat ment sta tus can be con sid ered as good as ran domly assigned (Lemieux and  
Milligan 2008).

Empirical Findings

A Graphical Presentation

Panel a of Figure 2 pres ents a regres sion dis con ti nu ity (RD) plot of the rela tion ship 
between the birth prob a bil ity and the dis tance from the zero ben e fits thresh old. The dis-
tance to the dis con ti nu ity thresh old is mea sured by the dif fer ence between a twoyear  
lagged defi  ni tion of house hold income and the income thresh old defined by the 2014 
pol icy reform. The ver ti cal red line cor re sponds to the income thresh old beyond 
which house holds are not eli gi ble to receive the basic allow ances of PAJE ben e fits. 
Positive val ues on the xaxis refer to house holds whose income is above the dis con
ti nu ity thresh old and thus receive no ben e fits, while neg a tive val ues refer to house-
holds whose income is below the dis con ti nu ity thresh old and are eli gi ble for full or 
half ben e fits.

I define the prob a bil ity of birth at the house hold level as a dummy var i able indi ca-
tor for births that occurred in the years 2014 and 2015, nine months after the law was 
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1507Fertility and Labor Supply Responses to Child Allowances

Fig. 2 Discontinuity at the “zero benefits” threshold. On the yaxes, the birth probability at the household 
level is plotted in panel a using householdlevel data, while women’s and men’s hours of work per week 
are plotted in panels b and c using individuallevel data. The probability of birth at the household level is a 
dummy variable indicator for births reported nine months after the law was first discussed in the National 
Assembly in March 2013. On the x-axes, the distance to the “zero benefits” threshold is shown in relation 
to the vertical red line. It is computed as the difference between the income received by the household two 
years preceding the survey minus the income threshold defined by the 2014 policy reform. The red lines 
correspond to the income threshold beyond which households are not eligible to receive PAJE benefits. 
Positive values on the x-axes refer to households above the income threshold eligible for zero benefits; 
negative values refer to households below the income threshold eligible for half benefits.
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1508 N. Elmallakh

first discussed.21 Figure 2 shows that house holds whose income exceeded the dis con
ti nu ity thresh old of zero ben e fits had a con sis tently lower birth prob a bil ity com pared 
with house holds that were eli gi ble for half the amount of basic allow ances of early 
child hood ben e fits.22

Regarding labor sup ply, pan els b and c of Figure 2 show the dis con ti nu ity between 
the num ber of hours of work per week and the dis tance from the zero ben e fits thresh-
old. These RD plots illus trate a clear dis con ti nu ity in the num ber of hours of work 
between the two groups, for both women and men. Receiving zero ben e fits was asso-
ci ated with a greater num ber of weekly work ing hours for women and men rel a tive to 
those who were eli gi ble for half the amount of basic allow ances.

Control Function Specification

Turning to the results from the con trol func tion, Table 2 pres ents the RDD esti ma
tion results on the impact of the 2014 reforms on fer til ity (panel A) and labor sup ply 
(panel B). Equation (4) is esti mated using a first-order poly no mial spec i fi ca tion of 
the con trol func tion on house hold data in panel A and indi vid ual data in panel B. In 
col umns 1 and 2, the depen dent var i able is a dummy var i able indi ca tor for the prob
a bil ity of birth at the house hold level, for births that occurred nine months after the 
law was first discussed in the National Assembly. In col umns 3 and 4, the depen dent 

21 In Table 2, I also explore the impact of the 2014 reforms on births that occurred nine months after the 
law entered into force in April 2014, instead of nine months after the law was first discussed in the National 
Assembly.
22 Restricting the anal y sis to house holds within narrower income win dows results in nois ier graphs, as 
the birth prob a bil i ties within many income bins are equal to zero. However, I show regres sion results in 
Table 3 using non para met ric band width esti ma tions with narrower house hold income win dows of ±2,500, 
±5,000, ±7,500, and ±10,000 euros.
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1509Fertility and Labor Supply Responses to Child Allowances

Table 2 Control func tion spec i fi ca tion: Impact of the PAJE reform on fer til ity and labor sup ply

A: Impact on Fertility

Announcement Effect Implementation Effect

Birth Probability 
(1)

Birth Probability 
(2)

Birth Probability 
(3)

Birth Probability 
(4)

Half Benefits –.004 .006
(.018) (.009)

Zero Benefits –.020* –.007†

(.008) (.004)
Number of 

Observations 1,890 2,786 1,890 2,786
R2 .027 .025 .019 .015
Year Fixed Effects Yes Yes Yes Yes

B: Impact on Labor Supply

Announcement Effect Implementation Effect

Hours of 
Work/Week  
for Women  

(1)

Hours of 
Work/Week  
for Women  

(2)

Hours of 
Work/Week  

for Men  
(3)

Hours of 
Work/Week  

for Men  
(4)

Half Benefits 3.575** 2.306*
(1.132) (1.004)

Zero Benefits 1.834* 4.088**
(0.848) (0.688)

Number of 
Observations 1,405 2,194 1,399 2,275

R2 .015 .038 .007 .054
Year Fixed Effects Yes Yes Yes Yes

Notes: Robust stan dard errors are shown in parentheses. Each cell pres ents a regres sion dis con ti nu ity (RD) 
esti ma tor using house hold-level data in panel A and indi vid ual-level data in panel B. Results are reported 
using a first-order poly no mial con trol func tion. In panel A, the depen dent var i ables in col umns 1 and 2 are 
dummy var i able indi ca tors for the prob a bil ity of birth at the house hold level, nine months after the law 
was first discussed in the National Assembly in March 2013. The depen dent var i ables in col umns 3 and 4 
are dummy var i able indi ca tors for the prob a bil ity of birth at the house hold level, nine months after the law 
was implemented in April 2014. In panel B, the depen dent var i ables in col umns 1 and 2 refer to the num-
ber of hours of work per week for women, while the depen dent var i ables in col umns 3 and 4 refer to the 
num ber of hours of work per week for men. “Half ben e fits” is a dummy var i able indi ca tor equal to 1 for 
house holds that receive half the amount of PAJE ben e fits and equal to 0 for house holds that receive the full 
ben e fits. “Zero ben e fits” is a dummy var i able indi ca tor equal to 1 for house holds that receive zero PAJE 
ben e fits and equal to 0 for house holds that are eli gi ble for full or half the PAJE ben e fits. Regressions also 
include a lin ear con trol func tion, the inter ac tion term between the con trol func tion and the RD esti ma tor, 
and a year fixed effect.
†p < .10; *p < .05; **p < .01
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1510 N. Elmallakh

var i able is a dummy var i able indi ca tor for births that occurred nine months after the 
law was implemented. The for mer defi  ni tion is my bench mark defi  ni tion, as it likely 
pro vi des an upper bound on when any birth effect could pos si bly occur.23

The RDD results sug gest that receiv ing half the amount of the basic allow ances of 
early child hood ben e fits rel a tive to the full amount did not have any impact on fer til-
ity. On the other hand, the total elim i na tion of the allow ances decreased the prob a bil
ity of hav ing an (addi tional) child. The results in Table 2 show that the announce ment 
of the pol icy reform had a much larger impact on fer til ity than the actual implementa
tion of the reform. Indeed, being eli gi ble for zero ben e fits led to a decrease in the birth 
prob a bil ity at the house hold level of 2 per cent age points fol low ing the announce ment 
of the pol icy and of 0.7 per cent age points fol low ing its actual implementation. To 
com pute the implied ben e fit elas tic ity, I eval u ate these effects rel a tive to the aver-
age birth prob a bil ity at the house hold level, over a five-year win dow pre ced ing the 
reform, for house holds with women of child bear ing age.24

Relative to the prereform mean, the total elim i na tion of the allow ances led to 
a decline in the prob a bil ity of hav ing an (addi tional) child of 38% fol low ing the 
announce ment of the reform and of 13% fol low ing the pol icy implementation. These 
birth effects can be interpreted in terms of ben e fit elas tic i ties. The elas tic ity mea sures 
the per cent age change in the birth prob a bil ity gen er ated by a 1% change in ben e fits. 
The birth effect is observed at the zero ben e fits thresh old, which cor re sponds to a 
100% reduc tion in ben e fits. The announce ment effect there fore cor re sponds to an 
implied elas tic ity of fer til ity to ben e fits of 0.38, while the implementation effect cor-
re sponds to an implied elas tic ity of 0.13.

The results in Table 2 sug gest that the larg est drop in fer til ity occurred in 2014, 
fol low ing the ear li est dis cus sions of the pol icy reform, while the actual implementa
tion of the reform led to a lower decline in fer til ity. There are sev eral expla na tions for 
this. For one, as high lighted ear lier, the intense media cov er age of the pol icy reform 
when it was still in pro cess could explain these large shortterm impacts. This is also 
supported by the Google trends anal y sis, which con firms the surge in web search pop-
u lar ity of the PAJE ben e fits fol low ing the ear li est dis cus sions of the reforms. More
over, aggre gate fer til ity trends in France also sup port this sharp shortterm decline in 
2014. Figure 3 plots data from the World Populations Prospects of the United Nations 
(2019). Indeed, panel b shows a large drop in the annual per cent age change in births 
in the year 2014. While the trend in births was over all declin ing between 2010 and 
2018, as shown in panel a, panel b shows a clear shift in the annual per cent age change 
in births from a prereform trend of −0.76% to a postreform trend of −1.8%.

23 Relying on the announce ment ver sus implementation defi  ni tions of fer til ity does not impact the treat-
ment and con trol groups, how ever, the defi  ni tions pro vide upper and lower bounds for the fer til ity impact. 
Indeed, the announce ment effect cap tures the upper bound of when any birth effect could pos si bly occur, 
while the implementation effect cap tures the lower bound. For the lat ter, there is no change in the defi  ni-
tion of treat ment and con trol groups, but if we believe that the announce ment effect is the true event, the 
implementation effect artificially attri butes a value of zero for births that occurred nine months after the 
announce ment, lead ing to a lower bound esti mate of the true impact. Contrasting both results there fore 
pro vi des lower and upper bounds esti ma tion of the fer til ity response.
24 The aver age birth prob a bil ity at the house hold level between 2009 and 2013 for house holds with women 
of child bear ing age (1549 years old) is .053 using the SRCV dataset.
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1511Fertility and Labor Supply Responses to Child Allowances

Fig. 3 Aggregate fertility in France before and after the reform. Data come from the World Population 
Prospects of the United Nations (2019) and the French National Institute of Statistics and Economic Stud
ies (INSEE). Panel a presents the number of births per 1,000 people from 2010 to 2018, while panel b pres
ents the annual percentage change in births (year to year change). Panel c presents the number of monthly 
births per 1,000 people, as deviations from the monthly mean. A value of 0 on the yaxis means that the 
number of live births for a particular observation is equal to the month mean during the period under con
sideration, a value greater than 0 means that the number of live births is greater than the month mean, and 
a value lower than 0 means that the number of live births is lower than the month mean.
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(continued )

Furthermore, using monthly birth data from INSEE in panel c, I plot devi a tions in 
the num ber of monthly births (per 1,000 peo ple) from the mean of the cor re spond
ing month dur ing the time period under con sid er ation, to address birth seasonality.25 

25 The raw monthly data on live births in France showed clear birth seasonality with a peak of births dur
ing the month of July and con sis tently higher num ber of births in between the months of July and Octo ber 
of each year.
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Prior to March 2013, the num ber of monthly live births was higher than the mean for 
a given month (val ues on the yaxis greater than 0). This chart also shows a con sis tent 
decline there af ter in the num ber of monthly live births in France, which cor re sponds 
to a shift in the trend from higher than aver age monthly births to lower than aver age 
monthly births (val ues below the hor i zon tal dot ted line). The decline in the num ber 
of live births is evi dent nine months after the announce ment of the reform, with per
sis tent effects after implementation of the law.

Turning to the results on labor sup ply in panel B of Table 2, I explore the impact 
of the 2014 reform on the hours of work per week. The find ings sug gest that decreas-
ing the amount of basic allow ances of early child hood ben e fits, by receiv ing either 
half or zero ben e fits, was asso ci ated with higher labor sup ply for both women and 
men. Indeed, receiv ing half ben e fits led to an increase in the num ber of hours of work 
per week for women by four hours com pared with women who belonged to house
holds receiv ing full ben e fits. Meanwhile, being eli gi ble for zero ben e fits increased 
the num ber of women’s hours of work per week by two com pared with women who 
belonged to house holds who were eli gi ble for half or the full amount of basic allow
ances. Relative to the aver age weekly work ing hours over a five-year win dow prior 
to the reform, the increase rel a tive to the mean was on the order of 10% for women 
who received half ben e fits and 5% for those who received zero ben e fits.26 The results 
also sug gest that men who received half or zero ben e fits sig nifi  cantly increased their 
num ber of hours of work per week, by two hours and four hours, respec tively. The 
mag ni tude of these increases rel a tive to the aver age num ber of hours of work per 
week for men over a five-year win dow prior to the reform was on the order of 6% and 
10%, respec tively.27

26 Using the SRCV data, the aver age num ber of hours of work per week for women of work ing age (1564 
years old) between 2009 and 2013 was 34.26, while the cor re spond ing aver age num ber of hours of work 
per week for men was 41.11.
27 In Table A9 in appen dix sec tion E1, I also explore het ero ge neous effects by nation al ity. In panel A, the 
anal y sis is restricted to French nation als (French by birth, French by nat u ral i za tion or mar riage, or fil ing 
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Fig. 3 (continued)
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Nonparametric Bandwidth Estimation

In addi tion to using a con trol func tion spec i fi ca tion, in Table 3 I also rely on non
para met ric band width esti ma tions for house holds within var i ous income win dows 
from the dis con ti nu ity thresh olds defined by the pol icy (±10,000 euros, ±7,500 euros, 
±5,000 euros, and ±2,500 euros). The dis tance from the dis con ti nu ity thresh old is 
reported in the last row. In pan els A and B, results are reported for birth prob a bil ity 
at the house hold level, while pan els C and D report results on the num ber of hours of 
work per week for women and men, respec tively. In the first two pan els, for house-
holds within ±10,000 euros or ±7,500 of yearly house hold income from the dis con
ti nu ity thresh olds defined by the pol icy, the band width esti ma tion results are fully 
con sis tent with the main find ings presented in Table 2, using a first-order poly no mial 
con trol func tion, and sug gest that being eli gi ble for zero ben e fits is asso ci ated with 
lower birth prob a bil ity at the house hold level, rel a tive to house holds that are eli gi
ble for early child hood ben e fits. When narrowing the income win dows to ±5,000 or 
±2,500 euros, the results are nois ier, as the num ber of obser va tions decreases and the 
prob a bil ity of birth within many income bins is equal to zero. The esti mated effect, 
how ever, remains neg a tive, although impre cisely esti mated.

Panels C and D of Table 3 show that women who are eli gi ble for half ben e fits work 
approx i ma tely two addi tional hours per week com pared with women who are eli gi
ble for the full amount, using a band width of ±10,000 euros or ±7,500. Using nar
rower band widths shows that women who belong to house holds that are not eli gi ble 
for any basic allow ances of early child hood ben e fits work two addi tional hours per 
week com pared with women who are eli gi ble for half ben e fits. Consistently across 
all  band widths, the results in panel D also sug gest that being eli gi ble for half or zero 
ben e fits is asso ci ated with higher work ing hours for men.

These find ings are robust to var i ous checks.28 In appen dix sec tion D1, I pres ent 
manip u la tion tests fol low ing McCrary (2008) and show that there is no bunching on 
either side of the cut off or evi dence of manip u la tion of the forc ing var i able. In appen
dix sec tion E2, I pro vide sev eral robust ness checks on sam ple selec tion includ ing the 
exclu sion of onepar ent house holds or house holds that witnessed changes in their 
com po si tion between the base line and the time of the sur vey. In appen dix sec tion 

after the age of 18), while in panel B, the anal y sis is restricted to other nation al i ties such as EU cit i zens 
from the countries that entered the EU after 2004; EU cit i zens from other Euro pean countries; Algerian, 
Moroccan, or Tunisian; Afri can nation als except for the Maghreb countries; and other nation al i ties or 
state less. The results are driven by French nation als, while I do not find any sig nifi  cant impact of the 2014 
fam ily pol icy reforms on fer til ity responses and labor sup ply for all  other nation al i ties.
28 Appendix sec tion B discusses all  con com i tant reforms (the birth pre mium, the paren tal leave reform, 
the fam ily tax quo tient, and the fam ily allow ances’ reform) and pro vi des sev eral robust ness checks sug
gesting that the results are indeed driven by the with drawal of the cash ben e fit and not the other con com-
i tant reforms. The fam ily allow ances’ reform, which came into force in mid-July 2015, also intro duced 
meanstested fam ily allow ances. However, the income thresh olds intro duced by the reform, as presented 
in Table A4 in appen dix sec tion C, depend on the num ber of chil dren but are uncon di tional on house hold 
types (onepar ent with income, twopar ent with one income, or twopar ent with two incomes). Moreover, 
as shown in appen dix sec tion C, the fam ily allow ances’ reform intro duced income thresh olds that are quite 
dif fer ent from those appli ca ble to the PAJE ben e fits (Table A3). Indeed, the exact thresh olds used for the 
anal y sis of the PAJE ben e fits were not employed in any other assis tance pro gram that was part of the 2014 
or 2015 reforms.
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Table 3 Nonparametric band width esti ma tion: Impact of the PAJE reform on fer til ity and labor sup ply

A: Birth Probability (announce ment effect)

(1) (2) (3) (4) (5) (6) (7) (8)

Half Benefits –.004 –.010 –.013 .006
(.009) (.010) (.012) (.019)

Zero Benefits –.014† –.013† –.008 –.013
(.007) (.008) (.009) (.015)

Number of Observations 1,374 1,268 1,158 964 777 649 373 336
R2 .000 .002 .001 .003 .001 .001 .000 .002

B: Birth Probability (implementation effect)

(1) (2) (3) (4) (5) (6) (7) (8)

Half Benefits .006 .004 .003 .000
(.004) (.004) (.006) (.011)

Zero Benefits –.008* –.009† –.006 –.012
(.004) (.005) (.004) (.009)

Number of Observations 1,374 1,268 1,158 964 777 649 373 336
R2 .002 .032 .001 .003 .000 .003 .000 .006

C: Hours of Work/Week for Women

(1) (2) (3) (4) (5) (6) (7) (8)

Half Benefits 1.256* 1.275* 1.165 0.859
(0.533) (0.582) (0.727) (0.919)

Zero Benefits 0.310 0.674 1.576* 2.088*
(0.564) (0.641) (0.769) (0.975)

Number of Observations 1,167 1,106 998 857 656 588 304 310
R2 .005 .000 .005 .001 .004 .007 .003 .015

D: Hours of Work/Week for Men

(1) (2) (3) (4) (5) (6) (7) (8)

Half Benefits 1.458** 1.513* 1.889* 1.115
(0.551) (0.603) (0.733) (1.026)

Zero Benefits 1.707** 1.418* 1.617† 2.116†

(0.605) (0.693) (0.852) (1.112)
Number of Observations 1,248 1,230 1,069 942 732 637 349 324
R2 .006 .007 .006 .005 .009 .006 .003 .011

Year Fixed Effects Yes Yes Yes Yes Yes Yes Yes Yes
Distance From Threshold ±10,000 ±10,000 ±7,500 ±7,500 ±5,000 ±5,000 ±2,500 ±2,500

Notes: Robust stan dard errors are shown in parentheses. Each cell pres ents a regres sion dis con ti nu ity esti ma tor 
using house hold-level data in pan els A and B and indi vid ual-level data in pan els C and D. Analysis is restricted 
to house holds within ±10,000 euros of yearly house hold income from the income thresh old defined by the 
2014 pol icy reform in col umns 1 and 2, within ±7,500 euros in col umns 3 and 4, within ±5,000 euros in col
umns 5 and 6, and within ±2,500 euros in col umns 7 and 8. In panel A, the depen dent var i able is a dummy var-
i able indi ca tor for the prob a bil ity of birth at the house hold level, nine months after the law was first discussed 
in March 2013. In panel B, the depen dent var i able is a dummy var i able indi ca tor for the prob a bil ity of birth at 
the house hold level, nine months after the law came into force in April 2014. In pan els C and D, the depen dent 
var i ables refer to the num ber of hours of work per week for women and men, respec tively. “Half ben e fits” is 
a dummy var i able indi ca tor equal to 1 for house holds that receive half the amount of PAJE ben e fits and to 0 
for house holds that receive the full PAJE ben e fits. “Zero ben e fits” is a dummy var i able indi ca tor equal to 1 for 
house holds that receive zero PAJE ben e fits and to 0 for house holds that are eli gi ble for full or half the PAJE 
ben e fits. Distance from the dis con ti nu ity thresh old is reported in the last row.
†p < .10; *p < .05; **p < .01
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E3, I report results using a weighted first-order poly no mial con trol func tion spec i fi-
ca tion, includ ing a vec tor of predetermined indi vid ual and house hold covariates, and 
using sec ond-order and third-order spec i fi ca tions of the con trol func tion to account for 
nonlinearities in income. Appendix sec tion E4 also shows that the results are robust to 
drop ping all  heaped income val ues and to alter na tive defi  ni tions of house hold income 
and of the work ing/active sta tus of indi vid u als. In appen dix sec tion E5, I show that the 
results are robust to using stan dard panel data anal y sis com bined with a dif fer encein
dif fer ences approach. Finally, the pla cebo regres sions presented in appen dix sec tion 
E6—using pre-reform data or rely ing on pla cebo thresh olds—sug gest that there are 
no preexisting trends in fer til ity and labor sup ply, while appen dix sec tion E7 pro vi des 
evi dence that fer til ityrelated attri tion is not driv ing my results.

Heterogeneity Analysis and Underlying Mechanisms

In Table 4, I also exam ine the effects of the PAJE reform on fer til ity by disentangling 
the effect on the prob a bil ity of becom ing par ents for house holds with out chil dren and 
the prob a bil ity of hav ing an addi tional child for cur rent par ents. To do so, I dif fer en
ti ate between first-born chil dren and chil dren of higher birth par ity (2+). Indeed, the 
results sug gest that the pol icy reform only reduced the prob a bil ity of hav ing a sec ond 
child or a child of higher birth par ity with out affect ing the deci sion of becom ing par
ents for house holds with out chil dren. In line with the bench mark results reported in 

Table 4 Heterogeneous effects by birth par ity: Impact of the PAJE reform on fer til ity

Announcement Effect Implementation Effect

Firstborn Parity 2+ Firstborn Parity 2+ Firstborn Parity 2+ Firstborn Parity 2+
(1) (2) (3) (4) (5) (6) (7) (8)

Half Benefits –.005 .001 .000 .006
(.003) (.018) (.000) (.009)

Zero Benefits –.002 –.018* .000 –.007†

(.002) (.008) (.000) (.004)
Number of 

Observations 1,890 1,890 2,786 2,786 1,890 1,890 2,786 2,786
R2 .011 .020 .008 .019 .000 .019 .000 .015
Year Fixed  

Effects Yes Yes Yes Yes Yes Yes Yes Yes

Notes: Robust stan dard errors are shown in parentheses. Each cell pres ents a regres sion dis con ti nu ity 
(RD) esti ma tor using house hold-level data and a first-order poly no mial con trol func tion. The depen dent 
var i ables are dummy var i able indi ca tors for the prob a bil ity of birth at the house hold level, for births that 
occurred nine months after the law was first discussed in the National Assembly in March 2013. “Half ben-
e fits” is a dummy var i able indi ca tor equal to 1 for house holds that receive half the amount of PAJE ben e-
fits and equal to 0 for house holds that receive the full PAJE ben e fits. “Zero ben e fits” is a dummy var i able 
indi ca tor equal to 1 for house holds that receive zero PAJE ben e fits and equal to 0 for house holds that are 
eli gi ble for full or half the PAJE ben e fits. Regressions also include a lin ear con trol func tion, the inter ac tion 
term between the con trol func tion and the RD esti ma tor, and a year fixed effect.
†p < .10; *p < .05
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Table 5 Underlying mech a nisms: Impact of the PAJE reform on labor sup ply

A: Switching From Part-time to Full-time

Women Men

(1) (2) (3) (4)

Half Benefits .005 .004
(.016) (.009)

Zero Benefits .006 –.001
(.008) (.004)

Number of Observations 1,273 2,022 1,295 2,154
R2 .003 .002 .002 .003

B: Having Multiple Jobs

Women Men

(1) (2) (3) (4)

Half Benefits .002 .010
(.020) (.015)

Zero Benefits –.002 .000
(.010) (.009)

Number of Observations 1,409 2,198 1,407 2,283
R2 .007 .011 .001 .000

C: Labor Market Participation

Women Men

(1) (2) (3) (4)

Half Benefits .011 –.028
(.041) (.038)

Zero Benefits .013 –.005
(.023) (.017)

Number of Observations 2,402 3,567 2,072 3,275
R2 .005 .007 .006 .001

Table 2, the announce ment of the pol icy had a much larger impact on fer til ity rel a tive 
to its actual enact ment. Relative to the prereform mean, the total elim i na tion of the 
allow ances led to a decline in the prob a bil ity of hav ing a sec ond child or a child of 
higher birth par ity by 34% fol low ing the announce ment of the reform and by 13% 
fol low ing the pol icy implementation.

I also explore sev eral under ly ing mech a nisms for the labor sup ply response. Table 
A10 pres ents het ero ge neous effects by type of employ ment (full-time vs. part-time) 
and sug gests that the increase in labor sup ply is entirely driven by fulltime employ
ment. To fur ther inves ti gate the under ly ing mech a nisms, in Table 5, I con sider sev eral 
com pet ing chan nels. First, I exam ine whether there is an increase in the prob a bil ity of 
switching from parttime to fulltime employ ment around the dis con ti nu ity thresh olds. 
Indeed, the SRCV dataset pro vi des infor ma tion on whether an indi vid ual is employed 
on a full-time or part-time basis in April of the year con sid ered, but also in April of 
the pre vi ous year. Second, I explore whether the increase in labor sup ply could be 

(continued)
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D: Overtime (>35 hours/week)

Women Men

(1) (2) (3) (4)

Half Benefits .136* .119**
(.056) (.036)

Zero Benefits .125** .118**
(.035) (.029)

Number of Observations 1,405 2,194 1,399 2,275
R2 .010 .040 .010 .035
Year Fixed Effects Yes Yes Yes Yes

Notes: Robust stan dard errors are shown in parentheses. Each cell pres ents a regres sion dis con ti nu ity 
(RD) esti ma tor using indi vid ual-level data. Results are reported using a first-order poly no mial con trol 
func tion. In panel A, the depen dent var i able is a dummy var i able indi ca tor equal to 1 for indi vid u als who 
switch from part-time employ ment to full-time employ ment (between April of the year before and April 
of the year con sid ered). In panel B, the depen dent var i able is a dummy var i able indi ca tor equal to 1 for 
indi vid u als who reported hav ing mul ti ple jobs. In panel C, the depen dent var i able is a dummy var i able 
indi ca tor for labor mar ket par tic i pa tion. In panel D, the depen dent var i able is a dummy var i able indi ca tor 
equal to 1 for indi vid u als work ing more than 35 hours per week, which cor re sponds to the legal num ber 
of work ing hours. “Half ben e fits” is a dummy var i able indi ca tor equal to 1 for house holds that receive 
half the amount of PAJE ben e fits and equal to 0 for house holds that receive the full PAJE ben e fits. “Zero 
ben e fits” is a dummy var i able indi ca tor equal to 1 for house holds that receive zero PAJE ben e fits and 
equal to 0 for house holds that are eli gi ble for full or half the PAJE ben e fits. Regressions also include a 
lin ear con trol func tion, the inter ac tion term between the con trol func tion and the RD esti ma tor, and a 
year fixed effect.

*p < .05; **p < .01

Table 5 (continued)

due to hav ing mul ti ple jobs. Third, I look at the impact on labor mar ket par tic i pa tion 
to see whether the increase in the num ber of weekly hours of work could be due to 
indi vid u als reentering the labor mar ket ear lier. Finally, I explore whether the increase 
in labor sup ply could be attrib uted to over time (work ing more than the legal dura tion 
of 35 hours per week). This lat ter pos si bil ity relies on the defi  ni tion of the Research 
Division of the French Ministry of Labor (Direction de l’Animation de la Recherche, 
des Études et des Statistiques, DARES), which states that over time hours cor re spond 
to the hours worked beyond the legal work ing time set at 35 hours per week.29

The Table 5 find ings sug gest that the increase in labor sup ply can not be explained 
by any one of the first three chan nels and rather sup port that the increase in labor 
sup ply is due to work ing over time. Indeed, we found that women and men who 
expe ri enced a reduc tion in the amount of PAJE ben e fits had a greater like li hood of 
work ing over time (more than 35 hours per week). For exam ple, receiv ing half the 
amount of basic allow ances of early child hood ben e fits or not receiv ing any was 
asso ci ated with a 13% increase in the prob a bil ity of work ing over time for women and 
an 11% increase in over time for men. Appendix sec tion F pro vi des sup ple men tary  

29 See “Les heures supplémentaires rémunérées,” Direction de l’Animation de la Recherche, des Études 
et des Statistiques (DARES), https:  /  /dares  .travail  -emploi  .gouv  .fr  /donnees  /les  -heures  -supplementaires 
 remunerees.
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offi cial data on over time among pub lic- and pri vate-sec tor employ ees, published 
by French gov ern ment insti tu tions, supporting the under ly ing mech a nism for the 
labor sup ply response.

Conclusions

This study exam ines the impact of the 2014 fam ily pol icy reforms of PAJE ben e fits 
in France on fer til ity choices and labor sup ply for both women and men. The reform 
pro vi des a quasiexper i men tal set ting as it made the basic allow ances of early child
hood ben e fits a piece-wise con stant func tion of fam i lies’ past income. The reform 
defined income thresh olds beyond which house holds became either eli gi ble for half the 
amount of basic allow ances or inel i gi ble for the basic allow ances of early child hood 
ben e fits. Exploiting this “sharp” dis con ti nu ity in the pro vi sion of early child hood ben-
e fits, I exam ine its impact on birth prob a bil ity at the house hold level and on women’s 
and men’s labor sup ply.

The anal y sis relies on an RDD uti liz ing data from the Euro pean Union–Statistics 
on Income and Living Conditions in France for the years 2014 and 2015. One of the 
main advan tages of the RDD frame work is the local quasi-ran dom i za tion around the 
spe cific thresh olds employed in the anal y sis, which ensures that house holds close to 
the dis con ti nu ity thresh old are very com pa ra ble along observ able and unob serv able 
char ac ter is tics and, by exten sion, that the results esti mated in the neigh bor hood of the 
dis con ti nu ity thresh olds solely cap ture the effects of the reform rather than the effects 
of other eco nomic fac tors—which are, unlike the reform in ques tion, not ran dom ized 
around the dis con ti nu ity thresh olds.

The presented results sug gest that halv ing the amount of basic allow ances does 
not have any impact on fer til ity; how ever, the total elim i na tion of the ben e fits is 
found to be asso ci ated with lower fer til ity. The study cap tures both an “announce
ment effect” and an “implementation effect” of the pol icy reform: the larg est decline 
in fer til ity occurred fol low ing the ear li est dis cus sion of the pol icy reform (an elas
tic ity of 0.38). Following its implementation, the esti mated ben e fit elas tic ity was 
0.13. The larger fer til ity decline fol low ing the announce ment is likely due to the 
exten sive media cov er age of the reform pro cess and might be sug ges tive of tim ing 
effects.

To fur ther under stand these dynam ics, I explore whether the decline in fer til
ity reflects a decline in the prob a bil ity of hav ing chil dren for house holds with out 
chil dren prior to the reform or a decline in the prob a bil ity of hav ing an addi tional 
child. The results sug gest that the PAJE ben e fits reform affected the deci sion of 
hav ing addi tional chil dren but not the deci sion of becom ing par ents for the first 
time. Another impor tant ques tion is whether the drop in fer til ity asso ci ated with the 
total elim i na tion of the allow ances reflects actual decreases in fer til ity (a “quan-
tum effect”) or merely changes in the tim ing of births (a “tempo effect”). Given 
the short time span between the 2014 pol icy reform and the time of the sur veys 
employed in this study, it is chal leng ing to clearly iden tify and dis en tan gle these 
two mech a nisms. Indeed, one would need to study fer til ity over a lon ger period of 
time to assess whether the decline in fer til ity asso ci ated with the total elim i na tion 
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of the allow ances reflects a decline in com pleted fer til ity. Nonetheless, this would 
not be pos si ble since house holds could manip u late their income infor ma tion to alter 
eli gi bil ity.

Regarding the impact of the 2014 fam ily pol icy reforms on labor sup ply, I find 
con sis tent results in line with the lit er a ture on the elim i na tion of wel fare pro grams. As 
pos ited by stan dard labor sup ply the ory, the reduc tion in child ben e fits—for house-
holds that became eli gi ble for either half the amount of PAJE ben e fits or house holds 
that became inel i gi ble for any—is asso ci ated with an increase in the num ber of hours 
of work per week for both women and men. A back-of-the-enve lope cal cu la tion 
shows that the implied change in earned income, due to an increase in weekly work
ing hours, cor re sponds with the euro value reduc tion in ben e fits.

These results are robust to a bat tery of robust ness checks and, impor tantly, the 
online appen dix pro vi des evi dence that the find ings are not driven by any other con-
cur rent reform in France, includ ing the birth pre mium reform, the fam ily tax quo tient 
cap, the paren tal leave reform, and the fam ily allow ances reform.

The esti mated effects presented here reflect a local aver age treat ment effect due 
to onesided non com pli ance. The noncompliers are those who would not receive the 
treat ment despite eli gi bil ity (the never-tak ers). As discussed thor oughly in appen dix 
sec tion G, these house holds or indi vid u als are likely to belong to the top income 
dec iles, as shown in recent sta tis tics from French Social Security. Given that richer 
house holds have lower fer til ity but also con sis tently higher labor sup ply, the fer til ity 
esti ma tes pro vided likely reflect a lower bound of the true effect, while the labor sup-
ply response pro vi des an upper bound.

These results carry impor tant pol icy impli ca tions, not only for France but also 
for other OECD countries. Indeed, the decline in fer til ity and the effect of cash 
ben e fits con sti tute ongo ing pol icy con cerns in many OECD countries. While the 
empir i cal find ings are spe cific to France, the pol icy impli ca tions are far-reaching.  
In recent years, pub lic spend ing on cash fam ily ben e fits in OECD countries dropped 
from 1.4% of GDP in 2009 to 1.2% of GDP in 2017 (OECD 2018). Over the same 
period, fer til ity within OECD countries declined from 1.8 to 1.7 births per woman 
(World Bank 2020). While fer til ity in OECD countries has been con sis tently declin
ing since 1960, reaching its low est level in 2020 at 1.6 births per woman (World 
Bank 2020), and the reduc tion in cash ben e fits is but one of many fac tors that could 
impact these trends, the evi dence from France sug gests that cash ben e fits mat ter in 
deter min ing house holds’ fer til ity and labor mar ket deci sions. These find ings sug-
gest that cash ben e fit with drawal or reduc tions might impact fer til ity in other con-
texts. Further research would be needed to exam ine whether such dynam ics apply 
in other countries. ■
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