
121

8.	 How can the Nordic welfare state 
respond to demographic change?

Marika Jalovaara, Jessica Nisén and Johanna 
Lammi-Taskula

INTRODUCTION

Finland is undergoing profound demographic changes, characterised by 
declining fertility, increasing longevity, and accelerated population ageing. 
While these shifts reflect broader patterns in highly developed societies, their 
pace and scale in Finland are striking. This chapter describes these develop-
ments and explores their economic and social implications, ranging from pres-
sures on welfare sustainability to deepening social inequalities and gaps in 
well-being. We emphasise the need for a comprehensive policy response that 
adapts to demographic changes by investing in human capital and well-being, 
supporting individuals throughout their life course, and fostering a sustain-
able society into the future. While investments in human capital are essential, 
social and gender equality are conditions that enable the full realisation of 
everyone’s potential in an ageing society.

SHIFTS IN FERTILITY, MORTALITY, AND MIGRATION

From the First to the Second Demographic Transition

In nineteenth-century Finland, both mortality and fertility rates were gener-
ally high and stable, although they were occasionally disrupted by periods 
of exceptionally high mortality caused by wars, famines, and infectious dis-
eases, during which fertility could also temporarily decline. By the late 1800s, 
Finland had entered the initial phase of what is known as the first, or classic, 
demographic transition (Notestein, 1945). This refers to the change from high 
to low mortality and fertility levels as societies industrialise and modernise. 
The shift in Finland is illustrated in Figure 8.1, which shows the crude rates 
of mortality and fertility. For fertility, a more refined measure is the Total 
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Fertility Rate (TFR), which controls for any changes in the age structure of 
the population (Figure 8.2). The TFR refers to the average number of children 
a woman is expected to have over her lifetime, assuming current age-specific 
fertility rates remain constant. Between 1900 and the early 1970s, Finland’s 
TFR declined from around five children per woman to just below two. The 
most significant exception to the continuous fertility decline was the birth of 
Finland’s baby boom generation, known as the ‘large age cohorts’, born right 
after World War II, between 1945 and 1950. In the latter half of the nine-
teenth century, life expectancy at birth in Finland ranged from 32 to 44 years. 
Since then, it has more than doubled, reaching 82 years in 2024 (Statistics 
Finland, 2025). Adult mortality declined significantly during the transition, 
but the more crucial development was the decline in infant mortality from 
very high to extremely low levels. The usual assumption in the model of the 
first demographic transition is that, afterwards, mortality and fertility would 
reach a new balance at a low level, with fertility near the population replace-
ment level. The replacement level – typically slightly above two children per 
woman – refers to the average number of children each woman would need to 
have for a population to sustain its size from one generation to the next, in the 
absence of migration.

Over the past 60 years, Western societies have undergone profound changes 
in family dynamics, including declining marriage rates, delayed timing of first 
births, fertility rates falling below replacement level, rising rates of separation 

Source: Statistics Finland, 2025.

Figure 8.2  �  Total Fertility Rate, Finland 1777–2024
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and divorce, and an increase in non-marital cohabitation and childbearing 
among cohabiting couples. These developments are commonly understood as 
components of the second demographic transition (SDT). According to the 
SDT theory, these changes are primarily driven by a cultural shift towards 
attitudes, norms, and values stressing individuality and self-actualisation, and 
a growing rejection of institutional and familial authority in life decisions (see 
Zaidi & Morgan, 2017). This transition would increase diversity in individual 
life courses and family types. The Nordic countries are usually regarded as 
pioneers of the SDT, having exhibited high rates of non-marital cohabitation, 
non-marital childbearing, and postponement of first births earlier than many 
other countries. After the Nordic forerunners, most other European countries 
began to exhibit similar trends in partnership dynamics, but often with some 
delay, leading to a reasonably considerable variation in current behaviours 
such as non-marital childbearing.

Fertility Developments in the Nordic Countries Since the 1970s

Despite leading the way in changes to partnership patterns linked to the SDT, 
the Nordic countries long resisted the steep fertility declines that affected many 
other European regions, particularly in the South and East. After the initial 
decline to around the population replacement level by the early 1970s, fertil-
ity in the Nordic countries remained high by European standards. The Nordic 
countries’ ability to maintain fertility levels near the population replacement 
threshold, around two children per woman, was credited mainly to their strong 
welfare states, which support families in meeting their care responsibilities, 
and to greater gender equality, which makes it easier for mothers to balance 
paid work and family (e.g., Mills et al., 2011; Balbo et al., 2013).

However, since 2010, fertility has declined in all the Nordic countries. The 
decline has been most dramatic in Finland, where TFR has fallen by 33% in 
just 14 years (2010–2024), and is now at an ultra-low level, below 1.3 (1.25 in 
2024). Between 2010 and 2022, the TFR declined notably in the other Nordic 
countries as well: 28% in Norway, 25% in Iceland, 23% in Sweden, and 17% 
in Denmark (Human Fertility Database et al., 2025). The fertility decline in 
Finland has been the largest among all European countries during this period 
and was below the European average of 1.38 in 2023 (Eurostat, 2025).

The Nordic fertility decline since 2010 is pervasive, affecting almost all 
age groups and large population segments. While continued childbearing has 
also declined, most of the reduction in total fertility rates (TFR) in the Nordic 
countries stems from a decline in first-birth rates (Hellstrand et al., 2021). 
Before 2010, fertility declined among women under 30 but increased among 
those aged 30 and above, reflecting a trend toward postponing childbearing to 
later ages. In the 2010s, the pattern shifted: fertility has also declined among 
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women in their 30s and approaching 40. This illustrates that the recent fertility 
decline is driven not only by delayed childbearing but is also expected to lower 
cohort fertility, meaning that the total number of children women ultimately 
have is likely to decrease. Cohort fertility has remained remarkably stable for 
decades in the Nordic countries: women born in the 1970s ultimately had on 
average 1.9 children, the same as those born in the 1940s. However, according 
to forecasts, cohort fertility is declining in most Nordic countries, and women 
born in the early 1990s in Finland will have, on average, fewer than 1.7 chil-
dren (Hellstrand et al., 2021). That is, the level will not be as low as the period-
based TFR would suggest, as is typical when childbearing is being postponed, 
but is still significantly lower than for previous female cohorts.1 Furthermore, 
the fertility decline appears to extend across virtually all population groups, 
including those distinguished by urban-rural residence, partnership status, 
educational attainment, and economic activities inside and outside the labour 
force (Ohlsson-Wijk & Andersson, 2022). The broad and substantial nature of 
the decline suggests that a wide range of factors shape it.

In Finland, lifetime childlessness has long been unusually common com-
pared to other Nordic countries and beyond. Women and men born in the late 
1960s, for instance, remained childless at levels of 19% and 28%, respectively. 
Meanwhile, relatively high rates of continued childbearing have helped sustain 
fertility at relatively high levels, similar to those of the other Nordic countries 
(Jalovaara et al., 2021). Figure 8.3 shows the percentage proportions of child-
less individuals at ages 30, 35, 40, and 45 for women and men in Finland 
between 1987 and 2022. The developments at the age of 35 are particularly 
noteworthy. Despite many still entering parenthood after 35, the steep rise in 
childlessness at this age points to a continued upward trend in lifetime child-
lessness (Jalovaara & Miettinen, 2024).

Another unique feature of the Nordic fertility trends is the educational 
differences in childlessness and fertility more broadly. Research on cohort 
fertility shows persistent (for men) and changing (for women) educational dif-
ferences in childbearing in the Nordic countries. Developments in educational 
differentials in fertility for women and men have led to a new pattern of gender 
similarity. For example, whereas in the older cohorts, lifetime childlessness 
was highest among men with low educational attainment and women with 
high educational attainment, in the most recent cohorts, lifetime childlessness 
is highest among those with low educational attainment regardless of gender. 
Educational differences in the average number of children eventually born to 

	 1	 Overall, trends in men's fertility at the population level typically closely mir-
ror women's trends in low-fertility countries yet at a slightly lower level (Dudel & 
Klüsener, 2021).
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Source: Jalovaara & Miettinen, 2024.

Figure 8.3  �  Proportions (%) childless at age 30, 35, 40, and 45 in 1987–
2022; women and men, Finland
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men and women are less pronounced than in lifetime childlessness (Jalovaara 
et al., 2019). This is partly influenced by the fact that low-educated parents are 
more likely to have three or more children, which is increasingly associated 
with childbearing with more than one partner, reflecting partnership instabil-
ity (Jalovaara et al., 2022). The gender-neutral socio-economic differentials in 
family formation are consistent with the institutional support for social and 
gender equality and the dual-earner family model. Yet, welfare state support 
for combining work and childbearing may be most beneficial to individuals 
with strong labour market positions. Consequently, the countries now face a 
new challenge – obstacles to both family formation and partnership stability 
accumulate among lower-educated individuals, regardless of gender.

Migration and Regional Differences

The population of Finland is relatively small, with 5.6 million inhabitants in 
2024 (Statistics Finland, 2025). Since 2016, the natural population change 
has been negative; that is, there have been more deaths than births annually. 
However, the population is still growing due to positive net migration, mean-
ing that more people are moving to the country than leaving it.

Until quite recently, Finland was mainly a country of emigration. Many 
Finns moved abroad, especially to North America in the early twentieth cen-
tury and to Sweden in the 1960s and 1970s. Compared to other Nordic and 
Western countries, Finland has a relatively recent history of immigration 
(Busk & Jauhiainen, 2022). Net migration only turned positive in the late 
1980s and 1990s, as growing numbers of refugees, labour migrants, and inter-
national students began to arrive. Russian and Estonian migrants are Finland’s 
two largest immigrant groups, especially among women. Net migration aver-
aged approximately 9,000 per year in the 2000s and increased to 15,000 in the 
2010s (Statistics Finland, 2025). These figures are notable, being of a simi-
lar order of magnitude as the decline in recent birth cohorts, which fell from 
61,000 children born in 2010 to 45,000 in 2022 (Statistics Finland, 2025). In 
2022, the flow of permanent immigrants relative to Finland’s population size 
remained below the OECD average and that of other Nordic countries, despite 
a recent upward trend. However, the increase in the permanent-type immigra-
tion flow in 2022, as compared to 2019 or 2021, was larger than the respective 
increase in Denmark, Norway, and Sweden (OECD, 2023). In 2015, 29,000 
people immigrated to Finland, a number that increased to 33,000 in 2020 and 
has remained at a similar or higher level since then (Statistics Finland, 2025). 
There was also a modest upward trend in emigration from Finland to other 
countries in the first decades of the 2000s, from an average of 13,000 in the 
first decade to almost 16,000 in the second decade (Statistics Finland, 2025).
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Given its small population and large land area, Finland is sparsely popu-
lated and shows significant regional variation in population density and demo-
graphic developments. Urbanisation has been a long-standing trend, with the 
population increasingly concentrated in urban areas and larger cities. Rural 
areas generally face population ageing at a faster rate than urban areas. This 
is due to a combination of factors, including out-migration of young people to 
urban regions, and few children born due to an older population structure in 
many rural areas (despite higher TFR levels) (Campisi et al., 2023). In contrast, 
urban areas – especially larger cities like Helsinki, Tampere, and Turku – tend 
to have younger populations, driven by both immigration and internal migra-
tion from rural regions. Larger cities also tend to have higher shares of highly 
educated individuals.

Global Trends in Fertility and Population Growth

Since the 1960s, most of the world has undergone a significant fertility tran-
sition, with birth rates declining not only in high-income countries but also 
in less developed countries. As a result, many regions – particularly Europe, 
East Asia, and the Americas – are facing stagnating or negative population 
growth and rapidly ageing populations. In contrast, sub-Saharan Africa con-
tinues to exhibit rapid population growth, driven by relatively high fertility 
and, more importantly, by a youthful age structure that sustains strong popu-
lation momentum despite declining fertility. Globally, the population growth 
rate, having peaked at over 2% per year in the 1960s, has declined to below 
1% in the 2020s and continues to fall. The world population surpassed 8 bil-
lion in 2022, but growth is expected to slow, with UN projections indicat-
ing a peak of around 10.4 billion in the 2080s, followed by stabilisation or 
decline. Looking ahead, the demographic trajectories of ageing societies will 
increasingly depend on migration. The sources of population growth will shift 
significantly across income groups. In low-income countries, growth remains 
driven by high birth rates and declining mortality. In high-income countries, 
where births no longer outpace deaths, immigration is, or becomes, the pri-
mary driver of population growth (United Nations, 2024).

CONSEQUENCES OF DEMOGRAPHIC CHANGES

Population Ageing

Despite the fertility decline in the long run, Finland’s population has grown 
almost continuously, for instance, from 2.7 million in 1900 to 5.6 million in 
2024 (Statistics Finland, 2025). During the shift to lower mortality and fertil-
ity levels, Finland’s population began to age, meaning that the proportion of 
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the population in older age groups increased. The primary drivers of popula-
tion ageing are rising life expectancy and a long-term decline in fertility rates. 
In addition, Finland’s large baby boomer generation continues to influence the 
age structure, now contributing to the current population’s large shares of older 
age groups. As a result, Finland ranks among the countries with the highest 
proportion of people aged 65 and older globally. As of 2023, 24% of Finland’s 
population falls into this age group (World Bank, 2024). The recent (2010 
onwards) fertility decline accelerates ageing in a country that already has a 
relatively old population structure. Figure 8.4 illustrates the relative popula-
tion shares of age groups for Finland, actual for 1970–2023 and projected for 
2024–2075. The projected figures are based on Statistics Finland’s 2024 popu-
lation forecast. Notably, the increases are most substantial in the oldest age 
groups. For instance, the change between 1970 and (projected) 2075 means 
that the proportion of those aged 75 or older grows seven-fold, and that of those 
aged 85 or older grows 24-fold.

Source: Statistics Finland, 2025 (data) and the authors (graph).

Figure 8.4  �  Relative (%) population shares of age groups, actual 1970–
2023 and projected 2024–2075, Finland
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Challenges to Economic and Social Sustainability

The new demographic landscape in the Nordic countries, particularly in 
Finland, poses significant challenges to the economic and social sustainability 
of their welfare societies. Declining fertility rates are accelerating population 
ageing, with far-reaching implications at national, community, and individual 
levels. This demographic shift strains welfare systems that rely on a balance 
between a growing number of older adults requiring pensions and care and 
a shrinking working-age population responsible for financing these supports 
and providing essential public services. The resulting imbalance threatens 
economic sustainability by reducing the proportion of the working-age popu-
lation and increasing pressure on social security systems, including pensions, 
healthcare, and long-term care. Rural communities, in particular, experience 
accelerated population ageing, intensifying these challenges at the local level.

As mentioned, Finland, already among the countries with the highest pro-
portion of people aged 65 and older, is facing further acceleration of ageing 
due to recent declines in fertility rates. Its old-age dependency ratio has risen 
more rapidly than in other Nordic countries (Figure 8.5). As the population of 
the oldest age groups – especially those aged 85 and over – increases sharply, 
the prevalence of age-related health conditions such as dementia, mobility 
limitations, and multiple chronic illnesses also grows. This makes it increas-
ingly urgent to ensure the availability of accessible, high-quality long-term 
care, healthcare services, and support for informal caregivers to meet the ris-
ing demand for assistance among individuals with reduced functionality.

Small families and individuals living alone will become increasingly com-
mon, presenting new challenges in social relationships and well-being. This 
also needs to be considered when planning social security and public services. 
For example, the risks of poverty, loneliness, and mental health problems are 
greater for those living alone. Mental health problems have become more 
common, and they predict a lower likelihood of having a partner or children, 
regardless of gender, among young adults in Finland (Kailaheimo-Lönnqvist 
et al., 2025). With fewer children, daycare and school systems may become 
more centralised, and schools in particular may shift towards greater digitali-
sation, leading to longer travel distances or fewer in-person social interactions. 
Fewer adults are participating in the care of elderly parents, while care ser-
vices struggle with a lack of personnel.

Aspects of social sustainability include individual well-being and quality 
of life. In the long run, low fertility is partly the outcome of several positive 
societal developments, including the widespread availability of effective con-
traception and safe abortion, which support women’s reproductive autonomy. 
The available evidence suggests, however, that low fertility and childlessness 
in Finland nowadays are not only a societal problem but also a problem for 
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many individuals. As expressed in surveys, the desired number of children has 
declined only modestly, and the gap between the desired and actual number of 
children may have widened (Sorsa et al., 2023). However, the evidence remains 
limited, and there are also indications that childfree life ideals are becoming 
more common in Finland among more recent birth cohorts (Golovina et al., 
2024).

Various polarisations are more pronounced in Finland than in the other 
Nordic countries. For example, lifetime childlessness is more common, and 
while it is associated with social and economic disadvantages in all Nordic 
countries, many disparities are more profound in Finland. Also of great con-
cern are the large and growing socio-economic inequalities in family formation 
and stability, which signal and may further contribute to unequal prospects for 
well-being, quality of life, and participation. Research consistently shows that 
stable family life enhances the well-being, health, and quality of life for family 

Note: Old-age dependency ratio refers to the number of individuals aged 65 or older per 
100 people of working age, defined as those aged 15 to 64 years.
Source: United Nations, 2024 (data) and the authors (graph).

Figure 8.5  �  The old-age support ratio (observed and forecasted) for all 
countries and regions in 2000–2090
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members. The family remains a fundamental unit of society and an arena for 
children’s socialisation, and family relationships are an essential source of 
meaning and happiness. These relationships also provide social protection and 
support throughout the life course and across generations, even in less family-
centred welfare systems, such as the Nordic countries. Those with the fewest 
resources to begin with are most likely to experience the lack of stable family 
relationships; at the same time, they tend to have the fewest resources to deal 
with any adverse consequences of a lack of family support. Therefore, family 
dynamics are also a part of the processes leading to deeper social exclusion.

Challenges related to family relationships also arise from issues of gender 
equality and gender diversity. The uneven distribution of household chores and 
childcare in everyday life often leads to conflicts between partners, particularly 
among parents of young children (Sorsa et al., 2023). Disparities in the division 
of paid and unpaid work are reinforced during parental leave, as women take 
considerably longer leave periods than men. This leads to economic inequality 
between parents, affecting power dynamics in partnerships. Further, individu-
als who belong to gender or sexual minorities may have feelings of exclusion 
within family relationships. Childbearing has increased among female same-
sex couples in Finland, but only among the highly educated (Ponkilainen et 
al., 2024)

Facing the Challenges

Some public and policy discussions about fertility decline centre on whether 
to encourage increased birth rates or to focus on adapting to its impacts. Given 
the recent sharp decline in fertility in a country already facing rapid popula-
tion ageing, proactive adjustment and preparation are imperative. The demo-
graphic reality of sustained low fertility demands timely and far-reaching 
societal responses. Substantial short-term increases in fertility are unlikely, 
and even if fertility were to rise, the rapid pace and advanced stage of popula-
tion ageing remain pressing challenges. Fertility is in decline globally, and an 
increasing number of countries are facing the outlook of possibly sustained 
below replacement-level fertility (Skirbekk, 2022). Further, the Nordic welfare 
states already provide robust support for family welfare, leaving limited room 
for additional measures to impact fertility rates significantly, and the fertility 
decline since 2010 was not preceded by substantial cuts or reductions in family 
policies. Nevertheless, family policies remain vital for the well-being of family 
members and can play a role in encouraging childbearing (Rotkirch, 2024). 
Two key points emerge: first, if the goal is to support family formation, starting 
with the entry into parenthood, a narrow focus on further supporting exist-
ing families with children is essential but insufficient. Broader approaches are 
needed. Second, the fundamental measures required to adapt to demographic 
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change and support family formation are aligned, suggesting that there is no 
strong contrast between these objectives.

In this context, combining broad policy measures with targeted interven-
tions may offer new opportunities to address challenges underlying low fertil-
ity levels. For example, reproductive health education that increases awareness 
of factors influencing fecundity and fertility – such as age and health behav-
iours – alongside broader support for young people in planning life choices, 
and wide access to infertility treatments, can serve as timely complements 
to longer-term social investment strategies. These goal-oriented interventions 
help individuals make informed decisions about their reproductive lives and 
overcome barriers to fulfiling their fertility goals, potentially reducing invol-
untary childlessness and promoting family formation. However, while such 
interventions may benefit many individuals, their overall effect on population-
level fertility is likely to remain modest.

INFLUENCING AND ADJUSTING TO DEMOGRAPHIC 
CHANGE

Role of Human Capital for Economic Sustainability

In the face of the undeniable need for Finnish society to adapt to low fertility 
and rapid population ageing, key measures include investments in well-being 
and human capital, which facilitate employment and productivity in the long 
run. If anything, high levels of human capital and employment can also sup-
port family formation in today’s Nordic societies, lessening the need to choose 
between policies aimed at adaptation and those aimed at supporting family 
formation. Wolfgang Lutz (2008) emphasises that as populations age, i.e., 
the old-age dependency ratio increases, investing in the ‘quality component’, 
human capital, is crucial. Here, the quality component refers to the popula-
tion’s characteristics and capabilities, such as education, health, and skills, that 
determine how effectively it can contribute to economic development, social 
well-being, and sustainability. Such an investment-oriented approach can help 
mitigate the economic and social challenges faced by an ageing population.

Recent studies have examined the potential of human capital investments to 
mitigate the economic burden of Finland’s ageing society. Marois, Rotkirch, 
and Lutz (2022) forecasted the productivity-weighted labour force dependency 
ratio under various assumptions regarding education and fertility, extending 
until 2060. They concluded that a fertility rate of around 1.6 would not pose a 
major economic problem if labour productivity increased as a result of Finnish 
men reaching the educational level of Finnish women. Mäki-Fränti et al. 
(2023) modelled the economic growth in Finland under varying human capital 
investment scenarios until 2070 using the Bank of Finland’s long-run forecast 
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model (Kokkinen et al., 2021). They reached similar conclusions, stressing that 
investments in human capital are key to economic growth. Their optimistic 
scenario, leading to economic growth, also assumed some increase in immi-
gration. Myrskylä et al. (2025) analysed to what extent an increase in human 
capital can counterbalance the predicted long-term decline in economic growth 
resulting from a sustained low fertility level (decline from 1.45 to 1.3). In their 
view, maintaining the investment in education at a constant rate despite the 
decline in cohort size has the potential to offset the impact of the fertility 
decline. Increased levels of education, particularly among women, may lead to 
further delays in childbearing (e.g., Monstad et al., 2008). However, impacts on 
eventual numbers of children in the Nordic context are likely to be small, but 
if anything, positive for men (e.g., Nisén et al., (2018).

In ageing societies, it is increasingly important to enable and encourage 
longer working lives. This helps retain the human capital that societies have 
already invested in, rather than allowing it to depreciate prematurely. To boost 
employment among older individuals, pension systems should be reformed to 
support flexible retirement and provide incentives for extended careers, while 
removing disincentives to continue working. At the same time, workplaces 
must become more age-inclusive by offering flexible work arrangements, com-
bating age discrimination, and promoting lifelong learning (e.g., Lindström, 
2025).

Role of Immigration for Economic Sustainability

Another key set of measures we emphasise in adaptation to population age-
ing is immigration, which leads to employment and integration into the host 
society. Marois, Bélanger, and Lutz (2020) highlight the high stakes involved 
in mitigating the weakening old-age support ratios in advanced ageing econo-
mies through immigration. According to their projections, long-term support 
ratios are more strongly influenced by changes in educational attainment, 
labour force participation, and migrant integration than by the sheer number 
of migrants or overall fertility levels. Nopola’s study (2019) examined the long-
term implications of migration for the sustainability of Finland’s pension sys-
tem. She demonstrates that migrant groups not only differ in their levels of 
skills and employment rates, but also in their fertility: the latter may compen-
sate for the former, given that migrant groups with lower skills (i.e., from lower-
income countries) tend to have higher fertility. However, as fertility declines 
globally, the initial skill levels and the integration of migrants become even 
more crucial for economic sustainability. Moreover, the fertility behaviour of 
the descendants of migrants also typically resembles that of natives, and their 
fertility can even reach lower levels than that of natives (Höhn et al., 2024).
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Immigrants, on average, have a weaker position in the labour market than 
native Finns, and this is particularly evident in the relatively low employment 
rates among female immigrants (Sutela, 2016). However, the employment rate 
of female immigrants (aged 20–64) increased from 53% in 2016 to 68% in 
2022 in Finland, indicating a strengthening labour market attachment of this 
group. In 2022, the overall employment rate among immigrants was 73.4%, 
comparable to that in Sweden (72.4%) (Sutela, 2023). There is a significant 
variation in labour market attachment and educational level among immi-
grants depending on their country of origin. For instance, in 2022, the employ-
ment rate of male immigrants from other EU countries was higher than that of 
native Finnish men, while the employment rate of male immigrants from other 
countries was lower. Female immigrants from outside the European Union are 
less likely to be employed than native Finnish women. In contrast, the employ-
ment of female migrants from other EU countries resembles that of native 
Finnish women (Sutela, 2023).

Role of Family Policy and Gender Equality for Social and Economic 
Sustainability

Prior to the unexpected decline in fertility rates in the 2010s, there was wide-
spread support for the idea that strong family policies and high levels of gender 
equality in the Nordic countries were responsible for their relatively high fer-
tility rates compared to other high-income countries. However, developments 
over the past 15 years have called this assumption into question. Particularly, 
isolated family policy measures may prove ineffective in achieving a sus-
tainable reversal of the trend (Neyer & Andersson, 2008), especially when 
fertility has fallen to very low levels and an increasing proportion of young 
adults are childless. This is because fertility behaviour is related to many, 
often complex, societal developments. Moreover, low fertility may have self-
reinforcing effects on continued low birth rates through social, economic, and 
demographic mechanisms that may hinder an increase back to higher levels 
(Lutz et al., 2006). The demographic mechanism means that as the pool of 
women of reproductive age shrinks, it becomes increasingly unlikely to fore-
see an increase in the number of births, even if the number of children born 
per woman increases. Despite these challenges, it remains crucial to continue 
enhancing the well-being of families with children and to support young adults 
in achieving their desired family planning goals.

Much literature studies the role of various family policy measures in influ-
encing fertility, typically related to the reconciliation of paid employment and 
childcare, or to compensating the costs of children and supporting the fam-
ily economy. The primary policy indicators encompass parental leave poli-
cies, childcare services, and child-related benefits. Recent systematic reviews 
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(Bergsvik et al., 2021; Thomas et al., 2022) conclude that family policies pro-
moting work-family reconciliation and gender equality can be more effective 
strategies for increasing fertility than cash transfers, which often have only 
temporary effects on the timing of childbirth. However, the support for work-
family reconciliation may have more substantial consequences for continued 
childbearing than for first births, given that first births are strongly impacted 
by educational enrolment, partnership dynamics, and lifestyle-related reasons 
at young ages. Important to note is that the needs of (prospective) families 
vary. Covering the direct costs of childbearing is likely more acute for couples 
with lower levels of education and income. Couples with higher levels of edu-
cation may benefit more from reducing the indirect costs of children, which 
may ease the work-family reconciliation. In addition to economic security, 
support for parenting skills and co-parenting practices is also relevant for the 
progression to a second birth (Moilanen et al., 2024).

It can be argued that family policies in the Nordic countries are already 
well developed to support gender equality (Daly & Ferragina, 2018). Mothers’ 
participation in paid employment has been high for several decades, and atti-
tudes towards the gendered division of labour in parenting are more egalitar-
ian than in many other countries. However, the ‘stalled revolution’ remains 
apparent even in these countries, as men have yet to take on a more equal share 
of unpaid care responsibilities. As a result, women in paid employment are 
often burdened with a disproportionate ‘second shift’ at home. Additionally, 
economic gender inequality remains in these countries, for instance, in terms 
of labour earnings accumulated over time (Nisén et al., 2025). To strengthen 
gender equality as a building block of social sustainability, a cultural shift is 
needed that challenges norms and expectations around gender, promoting not 
only equal participation in the labour market but also more equally shared care 
responsibilities (see, for instance, Evertsson et al., 2023).

Early evidence suggests that the most recent parental leave reform in 
Finland, implemented in 2022, which granted fathers a longer non-transfera-
ble leave, has to some extent increased fathers’ uptake of leave (Helske et al., 
2025). While legal regulation and statutory rights are crucial for achieving 
gender equality, workplace practices that support the reconciliation of paid 
employment and family life are also needed. Such practices include autonomy 
and flexibility of working hours and place of work, as well as making leave use 
and care responsibilities possible for both mothers and fathers.

A more equal sharing of parental leave between mothers and fathers sup-
ports the well-being of both parents and children. It also supports society’s 
social and economic sustainability by reducing inequalities and promoting 
women’s careers and economic growth. Daly (2020) notes that gender equality 
is often not a central priority in social policy models focused on social invest-
ment. However, addressing persistent gender inequalities is crucial not only 
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for promoting economic sustainability but also as a matter of social justice 
and equity.

A more equal sharing of paid and unpaid work within families may create 
more favourable conditions for childbearing (Helske et al., 2025). Accordingly, 
it is important to recognise that reductions in family policies – particularly 
those supporting gender-equal division of care and work – could further 
depress fertility by weakening the prospects of potential parents, whether for 
first or subsequent children.

CONCLUSION: NAVIGATING THE DEMOGRAPHIC 
FUTURE OF AN AGEING SOCIETY

Finland’s demographic shifts, including declining fertility, increasing longev-
ity, and population ageing, present significant social and economic challenges. 
While these trends reflect broader developments in industrialised and mod-
ernised societies, Finland’s sharp decline in fertility since 2010, along with its 
advanced stage of ageing, sets it apart from other Nordic countries and much 
of Europe.

Population ageing, accelerated by low fertility, poses risks to the sustain-
ability of welfare systems, intergenerational support structures, and labour 
market dynamics (i.e., patterns and changes in employment, workforce par-
ticipation, and labour supply and demand). Simultaneously, rising levels of 
childlessness, persistent and growing socio-economic differentials in family 
formation, and challenges in work-family reconciliation and gender equality 
demand multifaceted policy approaches. Addressing these challenges requires 
adapting to the new low-fertility landscape and population ageing while foster-
ing conditions conducive to family formation.

While increasing fertility levels through policy measures remains complex 
and uncertain, any efforts to raise fertility should adopt a bottom-up approach 
and aim to mitigate the gap between desired and achieved fertility of individu-
als (Gietel-Basten et al., 2022). We emphasise a broader perspective, prioritis-
ing sustained investments in human capital, gender and social equality, and 
well-being. Enhancing educational attainment, reducing disparities in labour 
market opportunities, and improving the compatibility of work and family life 
are crucial for adapting to population ageing. Still, they may also address some 
of the factors underlying today’s low fertility.

Immigration plays a crucial role in sustaining population growth and sup-
porting economic productivity. At the same time, ensuring the well-being, 
inclusion, and equal opportunities of immigrants is essential, so that they can 
fully participate in Finnish society and the labour market. Notably, invest-
ments in human capital should encompass immigrants and their children, 
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promoting both their individual development and long-term societal and eco-
nomic sustainability.

Ultimately, Finland’s ability to navigate these demographic changes lies in 
a holistic approach that balances social sustainability with economic impera-
tives. By fostering a society that values inclusivity, supports individuals 
throughout their life course, and invests in its people, Finland can address its 
demographic challenges while preserving the core principles of its welfare 
state.

The Nordic welfare states are particularly well-positioned to respond to 
fertility decline through a dual strategy that combines long-term investments 
in education, gender equality, and social capital with targeted interventions 
aimed at supporting informed reproductive and life choices (see Chapter 2). 
While broader social investments lay the groundwork for individuals’ well-
being and human capital, as well as family-friendly environments and repro-
ductive autonomy, carefully designed interventions (e.g., reproductive health 
education) can directly influence the timing and feasibility of family forma-
tion. This integrated investment-intervention approach not only aligns with the 
values and institutional strengths of the Nordic model but also offers a realistic 
means to mitigate the demographic consequences of sustained fertility decline 
and population ageing in the coming decades.
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