
Families are changing
Over a generation, there have been important
changes to the structure of families living in the
member countries of the Organisation for
Economic Co-operation and Development
(OECD). Families are now smaller, they are ‘less
formal’, with marriage rates down and cohabi-
tation up, and lone-parent families are more
common. 

Family behaviour has also changed. More
mothers now work, as a result of increasing lev-
els of female education and more investment in
family-friendly policies to help parents combine

work and care commitments. For OECD fami-
lies, work is the main route out of poverty:
poverty risks are highest in jobless households
and lowest in two-earner households. 

So families are changing, but are their living
standards improving? The answer is yes and
no. Consider, for instance, family incomes.
Since the mid-1980s, the average OECD family
income has been increasing. Simultaneously,
rates of child poverty are also rising across the
OECD: the latest OECD data shows a slight, but
clear, increasing trend from 11 per cent on aver-
age in 1985 to 12.7 per cent in the mid-2000s.1

So despite more working parents, increasing
family incomes and economic growth (pre-
2008), relative poverty rates have been creeping
up OECD-wide for two decades. This worrying
trend is likely to be related to increasing market
inequality as well as a persistence in gender
inequalities in the labour market. For working
mothers, pay gaps continue, limiting the impact
on family poverty of the extra hours worked.
Childcare costs also play a role. But an impor-
tant part of the answer can be found in the
increasing incomes of households without chil-
dren. The OECD report Growing Unequal? shows
that, since the mid-1980s, poverty risks in many
OECD countries have shifted from the older to
the younger population and, although absolute
gains in income have been seen for all groups,
families have not been able to take advantage
of recent growth as other population groups.2

Trends in other indicators of child wellbeing also
present a mixed picture. Across the OECD, for
instance, figures for the years before the eco-
nomic crisis in 2008 show that fewer youngsters
were not in employment or education (NEET)
than before, although since 2008, youth NEET
rates have increased substantially.3 Over a 
generation, while low birth weight rates have
increased, infant mortality rates have fallen. 

Trade-offs between successes and failures in
family outcomes, however, are not inevitable.
Between 1995 and 2005, and in contrast to the
majority of OECD countries, the UK average
family income rose and child poverty rates fell
(albeit from high levels and, since 2005, progress
has faltered somewhat4). Beyond poverty, on
child health indicators, for example, Hungary
and Poland have lowered their rates of low birth
weights and infant mortality simultaneously. 
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Spending on family policies and
outcomes
Family policies play an important role in helping
families achieve their goals, including having
the number of children they want and bringing
up those children free from poverty. Family poli-
cies cover a range of interventions, from those
designed to help people become parents when
they choose, welfare policies that support fam-
ilies to provide for and spend time with their
children (in cash, in kind or in leave), to help with
childcare that enables families (particularly
mothers) access employment. Surrounding each
policy are questions of affordability, gender
equality, moral hazard and, primarily, what makes
for better lives for families.

On average, spending on family-specific inter-
ventions across the OECD amounts to 12 per
cent of the total national public social spending
budget.5 When comparing this family-specific
spending to national wealth, on average across
the OECD, spending on family benefits amounts
to 2.2 per cent of GDP.

There are clear associations between poverty
rates and spending levels on family-specific
social protection6 – but this does not tell the
whole story. The OECD countries which spend
the most on families are not always the ones
with the best family outcomes across all avail-
able indicators. Achieving good results for fam-
ilies not only depends on how much is spent,
but also how that money is spent. 

Most OECD countries spend the bulk of their
family budget on cash transfers (around 54 per
cent of total spending). In around half of OECD
countries, cash is transferred to families in
accordance with the age of their children, with
family allowances increasing or decreasing with
age. Supplements for lone parents and large
families are often paid in addition. In contrast,
spending on family benefits in-kind (including
transport and food subsidies, childcare and
protection services) makes up just over one-
third of the average family spend. Over time,
however, spending on in-kind benefits as a
share of GDP in the OECD has almost doubled
since the mid-1990s, whereas spending on
cash transfers has remained stable. 

This shift towards greater service provision
(particularly childcare) is promising because the
countries with the best outcomes in terms of
family poverty and wellbeing spend relatively
more on services. Strong service providers can
also take advantage of the economies of scale
in this type of intervention. 

Between 2003 and 2007 the UK increased fam-
ily spending. In 2007, it spent more on families
than all but two other OECD countries (France
and Denmark), at 3.6 per cent of GDP. Almost
70 per cent of this money was transfers to fam-
ilies in the form of cash or tax credits.7

OECD-wide, spending across the child life
cycle does not favour the early years (children
under five get, on average, 25 per cent of all
OECD childhood spending). Concentrating
more spending on very young children, howev-
er, has a range of benefits. In the early years,
children’s behaviour and skills are more mal-
leable and parents may have a less secure rela-
tionship with the labour market. Spending early
also restricts the inequality gap that develops
between rich and poor as children grow.
Starting to spend early on children is therefore
not only efficient, but fair.8

Service availability, particularly when children
are young, helps parents to access the labour
market. A closer look at how the tax and bene-
fits system treats families with young children
shows that, as parents leave work to care for
their children, incomes can fall substantially.
Living standards can change during this period.
There is a greater reliance on debt and savings,
and household items may depreciate, meaning
that disposable income from future earnings is
already used. Moreover, if affordable childcare
is not in place to aid a return to work, unem-
ployment and social assistance benefits may
not only increase the risk of long-term absence
from the labour market, but also be insufficient
to lift many families out of poverty. 

Having babies and nurturing families
Across the OECD today, fewer babies are being
born. Since the late 1960s total fertility rates
(the average number of children to be born per
woman over her life cycle) have been falling
steadily in most OECD countries to rates well
below ‘replacement levels’ of 2.1 children per
woman. The OECD average total fertility rate in
2009 was 1.8 children per woman.

The reasons behind this trend in fertility vary
between countries. More women are postponing
having children, meaning there is less time to
form large families and a greater probability of
remaining childless. But there are also other
drivers of the change in behaviour, including the
costs of having children (including housing and
education costs) and the costs associated with
stopping paid work. 

Countries in which more children are being born
are also those with more employed women (in
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contrast to 30 years ago). High rates on both
indicators are possible in countries where work
and family lives are complementary, and good
work-family balance policies are important in
this process – but what works?

Evidence suggests that the overall effect of indi-
vidual family policies on total fertility rates is rel-
atively small. For instance, cash supports aimed
at helping families with the direct cost of chil-
dren have a small positive effect on fertility.
Financial transfers seem to accelerate the tim-
ing of births and, when sufficiently large, seem
to influence the number of families with more
than one child, but not overall fertility. Of all the
policies, formal childcare appears to be most
closely linked to differences in total fertility rates
between countries. 

The UK fertility rate is 1.9 children per woman
compared with the average 1.8 children per
woman across the OECD. Between 1995 and
2005, fertility rates of 15–19-year-olds and
women aged 35 to 39 increased in the UK, but
fertility rates of women between these ages fell,
indicating a trend of increasing early mother-
hood and the postponement of family formation.9

Family policies and work
Returning to work after having a baby is either a
necessity or an aspiration for many mothers.
How do parental leave and childcare policies
affect paid work in a child’s early years? 

If parental leave is too short, mothers who do
not want to give up caring for their child them-
selves may instead drop out of the labour force.
If leave is too long, skills and career prospects
can be held back, making the return to work more
difficult. If one parent is expected to take more
of the leave than the other, gender inequalities
can arise in decisions (for work or care) made
by employers and parents. When children are
still young, the availability and quality of child-
care play an important role in parents’ work
decisions. Moreover, the price of childcare mat-
ters when making the choice about whether to
work or care, as fees can effectively act as a tax
on the second earner’s income (meaning in
some cases it does not pay to work). 

OECD countries have an average paid maternity
leave of 19 weeks, payment rates are frequently
related to earnings and capped (around one-
third of OECD countries replace previous earn-
ings in full). Paternity leave is often much
shorter, though daily payments generally match
maternity rates. Pay during the joint parental
leave which follows, however, is often lower
than maternity and paternity payments, and

leave varies widely in terms of length. Ten
OECD countries do not grant paid parental
leave and, for those that do, the length of leave
ranges from a few months to a few years,
replacing a percentage of earnings or providing
a simple flat-rate payment. 

Long parental leave is most often paid at low
rates, which means that taking such leave has a
high opportunity cost for middle and high earn-
ers, while still limiting the incentives to work for
those on a low income. Moreover, the opportu-
nity costs of taking low-paid parental leave
mean that the lower earner in a couple tends to
take the leave – often the mother. And so,
despite leave entitlement in OECD countries
often being ‘family-based’ (rights can be trans-
ferred between parents), in reality, mothers pre-
dominantly take the parental leave and gender
inequality can persist.

More use of flexible leave policies, increased
payment rates for shorter duration, and non-
transferable paternal entitlement to paid leave
are likely to reduce the risk of poverty during
parental leave and skill depletion, making re-
entry into the labour market easier and increas-
ing the chance of leave being shared more
equally between mothers and fathers.
Payments can also be made when parents
return to work, as in South Korea where the last
(and largest) payment is made as a work incen-
tive to returning mothers. 

After parental leave expires, accessible, flexible
and affordable good quality childcare will remove
a number of key barriers to employment for
many parents with young children. For example,
where costs of childcare are high, more women
work part time rather than full time. Of particular
concern for job prospects and poverty reduc-
tion in low-income families (to whom childcare
support is targeted in many OECD countries) is
that high fees and capacity constraints in sub-
sidised care can impose higher relative costs
than for workers in higher income groups and
thus result in lower take up.10 The UK child
poverty strategy to extend the 15 hours of free
early education services to disadvantaged chil-
dren as young as two is therefore a positive step
for the job prospects of low-income parents. 

Parental employment and child wellbeing
Having parents return to work, and thus reduc-
ing the risk of family poverty, is one way to
improve a child’s life chances – but how to bal-
ance work and responsibilities for personal care
time and child development? Families in which
both parents work are more common today
than 30 years ago, driven by the increased
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financial security of being a two-earner house-
hold, and by the educational and career aspira-
tions of women. The thorny question is whether
going back to work harms the child’s develop-
ment and, more precisely, when is the right time
to go back to work after the birth of a child. 

Evidence from five longitudinal birth cohort
studies (in Australia, Canada, Denmark, the UK
and the United States) suggests small negative
cognitive and behavioural outcomes for chil-
dren of mothers who return to work by age six
months.11 The analysis did not capture non-
standard working hours (such as shift work)
and, as such, represents only best estimates of
the effects on child wellbeing of mothers who
return to work. After controlling for factors such
as parental background, income and behaviour
(such as breastfeeding), the effects of early
maternal employment are especially seen when
work is full time and in couple families or in
those with high levels of education. The findings
might be explained by working parents having
less time to play with their children and the chil-
dren of more educated parents missing out on
stimulating activities. Results showed that par-
ents with lower levels of education were less
likely to engage in parenting activities and so the
smaller negative effects of the mother’s return
to work for these children may be offset by the
positive effects of attending formal childcare. 

Formal childcare and pre-school participation
generally have a positive effect on the cognitive
development of children, but in some countries
it has a negative effect on behavioural out-
comes. The quality of the caring environment is
important in this respect. These effects are gen-
erally small but long lasting, often into the years
of compulsory education. 

In short, although early maternal employment is
one of many factors influencing child develop-
ment, it is by no means the most relevant. In
many cases, small negative effects of mothers’
employment will be offset by improved living
standards, and gender equality gains in the
home and beyond. Childcare and parenting
activities are often more significant than mater-
nal employment in determining cognitive and
behavioural outcomes of children. 

Are families doing better?
In absolute terms, the answer is yes. Family
incomes have grown over the past 30 years,
mothers can better pursue their labour market
aspirations, and families with children have
more public support than they did a generation
ago. But in relative terms, no. More children are
experiencing poverty than 30 years ago.

Across much of the discussion in the OECD’s
report, Doing Better for Families, one policy
appears again and again as important for long-
term family poverty reduction and child devel-
opment: and that is childcare. In the years
before the economic crisis of 2008, many coun-
tries increased spending on childcare, which is
positive, although services today are still too
expensive in many countries, and captured by
better-off families. Evaluations, particularly in
terms of what makes for good quality childcare,
and child outcome measures at this early age are
also still limited in the cross-national context. 

What is notable, however, is that the increases
in early years spending have not constituted a
fundamental change in the nature of public
investment in families across the OECD. Spend-
ing on early childhood in 2007 still lagged behind
spending on other age groups, partly because
the resources found for increasing childcare
spending were not reallocated funds from one
part of the child’s lifecycle to the other, even
though family budgets rose in many countries. 

Now, in times of fiscal consolidation, it is impor-
tant to reflect on the balance of needs in different
types of families as children grow, so better 
timing and a better use of family interventions
can contribute to more efficient and fair forms
of spending. Coherence between family policies
– from the pre-natal months through the school
years – and stable family-friendly support are
important to enable families to make their plans,
and prepare for parenthood. ■
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