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Abstract:

We study the effect of child care costs on the fertility behavior of Swedish women and find that reductions in child care charges influence
fertility decisions, even when costs are initially highly subsidized. Exploiting the exogenous variation in child care costs caused by a
Swedish child care reform, we are able to identify the causal effect of child care costs on fertility in a context in which child care enrolment
is almost universal and the labor force participation of mothers is very high. A typical household planning another child experienced a
reduction in expected future child care costs of SEK 106,000 (USD 17,800). This reduction resulted in 3-5 more child births per 1,000
women during an 18 month period, which corresponds to a 4-6 per cent increase in the birth rate.
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