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Research Questions

How do these adjustments map 
onto children’s long-term
outcomes?

How do families adjust to a 
reduction in transfers?

• Fertility
• Labor supply
• Consumption/Investments
• Informal safety nets

• In



The 2003 Reform in Child Allowances

The schedule was linearized, reducing monthly allowances for a third or higher-
order child born after June 1, 2003, relative to a child with the same birth order 
who was born right before this date



Simulated Cumulative Difference — 4th Birth in 2003



Data & Sample



Methodology - Regression Discontinuity Design

At the household level, the decrease is estimated at ∼30,500 NIS
▶ ∼250 NIS per month over 10.3 years



Number of subsequent children over time

▶ We also do not find any effect on Jewish parents’ employment and earnings

▶ Arab fathers’ employment months increase by 8%

-10%



Alternative Adjustment for Jewish Families?
Enrollment in UO Schools



Alternative Adjustment for Jewish Families?
Enrollment in UO Schools



Long-term Effects among Jewish Children —
High School Outcomes



Early Adulthood Effects among Jewish Children -
Employment & Post-secondary Education



Early Adulthood Effects among Jewish Children –
Age at Marriage



Main Message and Policy Implications

Reliance on religious informal safety-nets is an important adjustment margin to 
negative income shocks

▶ Public funding of religious institutions may distort incentives —
conditional transfers replace unconditional transfers

Different adjustment margins have different implications for children’s long-term 
outcomes

▶We find some positive effects on Arab children in the long term

▶We find some negative effects on UO children in the long term (no observed adjustment in the 
short-run)

▶ Parental fertility and labor responses may mitigate the adverse effects of a negative income 
shock on children’s outcomes
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Simulated Cumulative Difference

▶ No difference in allowances for additional children born post-2003

▶ No difference for 1st or 2nd born in 2003




