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ECONOMIC GROWTH AND FERTILITY IN A MODEL WITH REAL MONEY HOLDING: EVIDENCE FROM UKRAINE
Abstract
After tracing recent economic literature, this paper expands a theoretical framework of modeling the relationship between households’ fertility choice and economic growth by introducing real money holdings and quality of children constraints into the representative agent’s utility optimization problem.  The model has been empirically tested on monthly data covering a period from 1996 to 2005 for one of the ten lowest-fertility countries in the world- Ukraine. The results of a structural vector autoregression (SVAR) analysis support predictions of the model about positive impulse responses of fertility rate to money supply disturbances and a modified golden rule that establishes an inverse relationship between fertility and per capita output. Finally, the effect of fertility reduction and increase in a fraction of the working age population has been estimated.

