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ABSTRACT: Recently, Russia has been struggling to reverse plunging birthrates by 
adopting a number of radical policies designed to encourage women to have more babies. 
This article focuses on the maternal capital subsidy for the birth of two or more children 
that took effect in 2007.  It deals with two questions. The first question is, why has 
maternal capital fraud been so prevalent? The second question is, does maternal capital 
make a difference when it comes to increasing Russia’s birthrate? The article concludes 
that the overly restrictive design of the maternal capital program provides a fertile 
ground for fraud and that this subsidy fails to address the many complex causes 
underlying Russia’s declining fertility rates, thus limiting its effectiveness. 2 
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Introduction 

In recent years, Russia has been struggling to reverse plunging birthrates by 
adopting a number of radical policies designed to encourage women to have more babies. 
Both Presidents Putin and Medvedev have acknowledged that declining birthrates 
combined with high death rates constitute one of the more serious problems facing the 
country and that radical measures are needed to address this situation.3 Russia reached 
its historic population peak in 1991 at around 148.5 million. Its population fell to 142.9 
million by 2014, with the United Nation’s most pessimistic projection suggesting a 
possible further decline to 120 million by 2025.4  The breakup of the Soviet Union and the 
ensuing economic and political instability prompted a decade-long decline in fertility 
rates, which dropped from 1.72 children per woman in 1991 to 1.2 children per woman 
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in 2000.5 As a result, Russia lost nearly 6 million inhabitants. Relative stability and high 
oil prices in the decade that followed saw fertility rates settle at around 1.6 children per 
woman in 2012 and 1.71 children per woman in 2013, which is still below the needed 
replacement rate of 2.1 children per woman.6  Consequently, in his 2006 annual State of 
the Nation Address, President Putin stated that, in order to resolve the demographic 
crisis facing Russia, there was a need to increase birthrates, lower death rates, and 
implement an effective immigration policy.7  This article focuses on the maternal capital 
subsidy for the birth of two or more children that took effect in 2007 and that is designed 
to support and encourage women to give birth to more than one child. The article 
specifically aims to answer two questions. The first question is, Why has maternal capital 
fraud been so prevalent, especially given the fact that it involves ordinary families trying 
to raise their children? The second question is, Does maternal capital make a difference 
when it comes to increasing Russia’s birthrate—the purpose for which it was introduced 
in the first place? The article concludes that the overly restrictive design of the maternal 
capital program provides a fertile ground for fraud and that this subsidy fails to address 
the many complex causes underlying Russia’s declining fertility rates, thus limiting its 
effectiveness. 

  

How Maternal Capital Works 

The idea of maternal capital was first introduced by President Putin in his 2006 
State of the Nation Address.8  In a marked difference from past speeches, this address 
gave a great deal of detail in terms of how maternal capital would function. Putin stated 
that “it must provide [women who give birth to more than one child] with, so to speak, a 
start-up base, motherhood capital that would raise [their] social status and help solve 
future problems.”9 Following President Putin’s speech, in 2007, the government 
introduced a maternal capital subsidy, indexed to inflation, for the birth of two or more 

                                                 
5 Throughout the 1970s, fertility rates varied between 1.92 and 2.03 children per woman.  

Throughout the 1980s, fertility rates were between 1.87 and 2.23 children per woman. See Julie DaVanzo 
and David Adamson, “Russia’s Demographic ‘Crisis’: How Real Is It?” RAND Corporation,  
www.rand.org/pubs/issue_papers/IP162/index2.html, (May 31, 2012). 

6  The Russian Ministry of Labor states that in 2013 fertility rates rose to 1.71 children per woman. 
See Ministerstvo Truda I Sotsialnoi Zaschity, “1 Iunya v Rossii Otmechaetsya Mezhdunarodnyi Den 
Zaschity Detei,” www.rosmintrud.ru/social/family/127 (May 31, 2014).  Also see United Nations in the 
Russian Federation, as ibid; also see Steven Philip Kramer, “Baby Gap. How to Boost Birthrates and 
Avoid Demographic Decline,” Foreign Affairs May/June (2012). 

7 Quoted in “Vladimir Putin on Raising Russia’s Birth Rate,” as ibid. 
8 Ibid: 388.  
9 Staff Writers, “Putin Offers Mothers Cash for More Babies,” The Moscow Times (May 11, 2006). 

http://www.rosmintrud.ru/social/family/127
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children.10  The subsidy is scheduled to run from January 1, 2007 to December 31, 2016.11  
Initially, maternal capital payments were approximately $9,232 (or 250,000 rubles) and, 
in 2014, they reached $12,477 (or 429,408 rubles).12 The Russian Federal Pension Fund 
administers the federal maternal capital payments and issues maternal capital certificates 
to the qualified applicants.13 According to the Federal Pension Fund statistics, it has 
issued approximately 3.4 million maternal capital certificates since this program came 
into effect.14 Over 97 percent of recipients of maternal capital certificates have used them 
in connection with real estate transactions.15   

Despite the fact that the title of the law  suggests that maternal capital supports 
“families” (“On Additional Government Support Measures of Families with Children”), 
the money is primarily directed towards women who are citizens of the Russian 
Federation and who either gave birth to or adopted a second (or third or subsequent) 
child between 2007 and 2016.16  So, a woman who already has one child and gives birth 
to (or adopts) a second child between 2007 and 2016 is entitled to receive maternal capital 
subsidy.  If a woman already has two children and gives birth to (or adopts) a third child 
between 2007 and 2016, she is likewise entitled to receive this subsidy.  If a woman gives 
birth to more than one child between 2007 and 2016, she is entitled to claim maternal 
capital subsidy only once.  Men or children can receive maternal capital certificates in a 
very limited range of circumstances, mostly in cases when the mother has died, her 
parental rights were taken away, or she committed a criminal offence against her children 
(such as murder, assault, failure to provide necessities of life, etc.) and is facing prison 
time.17  The Constitutional Court of the Russian Federation clearly indicated that a 
father’s right to maternal capital is residual and can be realized only when the mother is 
unable to receive the payments.18  In terms of the mother’s right to receive maternal 

                                                 
10 See Federal Law N.256-FZ “On Additional Government Support Measures of Families with 

Children,” December 29, 2006 (in force January 1, 2007). The details of how to apply for maternal capital 
were outlined in Federal Government Resolution N.873, December 30, 2006. In addition to the federal 
maternal capital program, similar programs started to emerge in various Russian regions beginning in 
2011 – see http://posobie-na-rebenka.ru/regionyi/. 

11  See Materinskii Kapital portal, www.matkap.ru. 
12  See ibid (Novosti I Izmeneniya v 2014 godu). 
13 Tatyana Bekreneva, “Materinskii Kapital – Povod Dlya Moshennichestva,” Zhilischnoe Pravo 4 

(2012). 
14 See Materinskii Kapital portal, as ibid (Luchshe Chtoby Materinskogo Kapitala Ne Bylo). 
15 “Materinskii Kapital Stanet Polnostu Zhilischnym,” Izvestiya (February 10, 2014). 
16 See s.3 of the Federal Law N.256-FZ “On Additional Government Support Measures of 

Families with Children,” December 29, 2006 (in force January 1, 2007) 
17  See s.3.1(3) and s.3.3 of the Federal Law N.256-FZ “On Additional Government Support 

Measures of Families with Children,” December 29, 2006 (in force January 1, 2007). Also see Decision 
(Opredelenie) of the Supreme Court of Russia N.81-V11-11, January 27, 2012 in regards to a mother 
committing a crime against her children.  

18 See Decision (Opredelenie) of the Constitutional Court of the Russian Federation N.1085-O-O, 
October 13, 2009. The Constitutional Court considered a case of a father, whose first wife passed away 
and left him with a child.  The father later had a second child with his second wife.  However, he was 
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capital, the Russian courts have, for the most part, considered a fact of birth of a second 
or a third child as an event upon which the entitlement to receive maternal capital 
emerges, despite the absence of documents, such as birth certificates. For instance, 
mothers who had lost their children in the first week of life and who did not possess birth 
certificates for them presented the Federal Pension Fund with a medical certificate 
indicating that the birth took place and were granted maternal capital certificates.19 
Mothers of premature babies that were born just before January 1, 2007, when the law 
came into effect, were also granted maternal capital certificates.20  

The key design feature of the federal maternal capital subsidy is that it is not a 
direct cash payout (i.e., it is not paid out when the child is born)21 and the funds can be 
used only  for certain things in three specific areas.22 First, maternal capital can be directed 
towards “improvement of a family’s living conditions”; second, it can be used for 
children’s educational needs; and, finally, it can be invested in the mother’s future 
pension.23  In most cases, maternal capital funds can be used only when the second or 
subsequent child has reached the age of three.24 Hence, even though the maternal capital 
law came into effect in 2007, the first payments did not start until 2010. Furthermore, 
because the maternal capital is a one-time support measure, once the mother has qualified 
for the funds after the birth of her second child (for a mother with one child having her 
second), she cannot qualify for it again if she has more children. However, maternal 
capital funds can be directed towards the welfare of all members of the family, not just 
the child whose birth entitled the mother to the funds (i.e., the funds may be used to pay 
for the education of a first child or to buy an apartment for the family).25 

                                                 
denied maternal capital.  However, if a woman has two children from different fathers, she is entitled to 
receive maternal capital. 

19 See Decisions (Opredelenie) of the Russian Supreme Court N.51-V10-12, June 18, 2010; N.29-
V09-6, November 26, 2009; and N.51-V10-9, June 17, 2010.  However, see Decision (Opredelenie) of the 
Constitutional Court of the Russian Federation N.542-O, April 23, 2013 denying maternal capital due to 
the absence of a birth certificate for a woman whose baby died in the first week of life in 1994 (prior to 
amendments dealing with birth certificates that took place in 1997; see Federal Law N.143-FZ, November 
15, 1997).  Mothers of stillborn children were denied maternal capital; see Decision (Opredelenie) of the 
Constitutional Court of the Russian Federation N.1439-O-O, November 9, 2010.  Finally, Federal Law 
N.241-FZ, July 28, 2010 resolved the issue of children who died in the first week of life and granted the 
right to maternal capital to their mothers. 

20 See Decision (Opredelenie) of the Russian Supreme Court N.4-V11-15, June 3, 2011. 
21The maternal capital program is designed so that the maternal capital subsidy is never paid 

directly to a mother who applies for it.  It is instead transferred to either a bank, to cover a mortgage 
payment, or deposited into a pension fund, or paid out to a daycare to cover childcare expenses. 

22 Tatyana Bekreneva, as ibid. 
23  See s.7.3(3) of the Federal Law N.256-FZ “On Additional Government Support Measures of 

Families with Children,” December 29, 2006 (in force January 1, 2007). 
24  See s.3.7 of the Federal Law N.256-FZ “On Additional Government Support Measures of 

Families with Children,” December 29, 2006 (in force January 1, 2007). 
25  “Materinskii Kapital: Voprosy I Otvety,” Rossiiskaya Gazeta (July 25, 2007). 
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The maternal capital law has undergone a number of amendments. Some of the 
most significant ones include the ability to use maternal capital before the second or 
subsequent child’s third birthday for the limited purpose of paying off a mortgage or 
other type of loan connected to the purchase of real estate. This amendment came into 
effect on January 1, 2011.26  Despite maternal capital not being a direct cash payout, a 
special anti-financial crisis measure was adopted by the federal government allowing 
one-time cash payouts of $350.00 (12,000 rubles) to each maternal capital applicant 
between May 2009 and May 2011.27 In November 2011, it became possible to use maternal 
capital to pay for children’s daycare costs.28 The reason this amendment was adopted was 
to entice some of the maternal capital recipients to use it for education. The majority of 
the recipients were very reluctant to use maternal capital money for higher education and 
wanted to use the money “here and now.” Parents indicated their uncertainty about 
future educational reforms and the availability of the money in the future. They were also 
hoping that their children would benefit from free education, as they had themselves.29  
Despite the ability to use maternal capital to pay for daycare expenses, the payment of 
such expenses is only possible once the child turns three years old. It also takes the 
Federal Pension Fund about one month to make a decision about the applicant’s 
entitlement to maternal capital and a further two months to release the funds, which may 
cause a problem for some institutions already reluctant to accept maternal capital 
certificates.30 Furthermore, it is very difficult to secure a subsidized daycare space in 

                                                 
26  See s.7.6.1 Federal Law N.256-FZ “On Additional Government Support Measures of Families 

with Children,” December 29, 2006 (in force January 1, 2007); also see Margarita Gorovtsova, “Materinskii 
Kapital: Kakie Izmeneniya Mozhno Ozhidat v Buduschem?” Garant (September 13, 2013). 

27 See Federal Law N.72-FZ “On Amendments to Certain Laws of the Russian Federation with the 
Aim of Increasing Material Welfare of Certain Categories of Citizens,” April 28, 2009 and Federal Law 
N.241-FZ “On Amendments to Certain Laws of the Russian Federation Regarding the One Time Cash 
Payouts from Maternal Capital,” July 28, 2010.  Also see M.A. Kashina, I.I. Ukina, “Rossiiskaya 
Demograficheskaya Politika: Opyt Gendernogo Analiza,” Zhurnal Sotsiologii I Sotsialnoi Antropologii XII:1 
(2009):114. 

28 See Resolution (Postanovlenie) of the Government of the Russian Federation N.931 “On 
Amendments to the Rules Dealing with Maternal Capital Being Directed to Education of the Child and 
Other Educational Expenses,” November 14, 2011. Although not directly related to maternal capital, but 
aiming to achieve a similar aim of improving the birthrate, a federal law was passed in 2011 stating that 
families who give birth to a third child will be entitled to 0.15 hectares of land free of charge in order to 
build houses for their families, with each region in Russia deciding on the location of such “free land.” In 
the majority of cases, this land is not made available in the cities, where real estate is at a premium, but 
rather requires a move to the country, in some cases quite far away from the city, making it an unrealistic 
prospect for many families. Furthermore, even though the land is free, the cost of building a house still falls 
on the family; see Federal Law N.138-FZ from June 14, 2011 “On Amendments to Section 16 of Federal Law 
On Assistance in Development of Housing Construction and to the Land Code of the Russian Federation.” 

29 E.A. Borozdina, E.A. Zdravomyslova, A.A. Temkina, “Kak Rasporyaditsya ‘Materinskim 
Kapitalom’ ili Grazhdane v Semeinoi Politike,” Sotsiologicheskie Issledovaniya 7 (2012): 112. 

30 E.A. Borozdina, E.A. Zdravomyslova, A.A. Temkina, as ibid. Also see Olga Bugrova, Lidiya 
Bochkova, “Vse Chto Nuzhno, Chtoby Poluchit I Ispolzovat Materinskii Kapital,” Glavbukh, 
www.glavbukh.ru/art/15881 (February 27, 2009). 

http://www.glavbukh.ru/art/15881
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Russia due to a shortage of such spaces—a legacy of the 1990s when most daycares closed 
and their buildings were used to open businesses. Private daycares, on the other hand, 
cost a lot, so that it is a struggle for an average family with even one child to afford it.31 
Thus, the use of maternal capital for educational purposes is rather limited. Given the 
fact that most maternal capital recipients use it to “improve their living conditions,” and 
court practice is inconsistent in terms of interpreting what transactions amount to such 
an improvement,32 it is not surprising that the most fraudulent uses of maternal capital 
relate to real estate.33  However, in certain regions of Russia, particularly in the south, 
frauds involving “fake children” have been detected. This type of fraud involves 
obtaining false documents that indicate the birth of a child and often involves the 
collusion of “mothers,” OBGYNs, and pediatricians.34  For the most part, however, 
families want to “monetize” maternal capital and be able to spend the money on what 
they truly need, instead of being limited by the strictly prescribed usages for such capital 
that have been outlined by the state.35  

Common Frauds Perpetrated with Maternal Capital 

 Although estimates of the extent of maternal capital fraud vary, they all agree that 
it is very widespread.36  Some of the more typical schemes for monetizing maternal 
capital through real estate transactions include: (a) obtaining mortgages on property 
belonging to a criminal organization; (b) buying property from relatives; (c) buying 
property for an inflated price; and (d) buying non-existent property that is resold 
immediately. 

 The first scheme involves the holder of the maternal capital certificate (usually the 
mother) entering into a fake purchase agreement for a property that is controlled by a 
criminal organization. Then, a request for a mortgage (usually in the amount of the 
maternal capital) is made either to a “friendly” bank or a small loan agency. The Pension 
Fund then directs the maternal capital to the bank or loan agency to pay the mortgage, 
which is subsequently transferred to the seller (i.e., the criminal organization).37  The 
criminal organization, in turn, shares the money with the mother, after taking a 

                                                 
31 See Materinskii Kapital portal, as ibid. 
32 A.V. Fioshin, “Materinskii (Semeinyi) Kapital: Nekotorye Osobennosti Sudebnoi Praktiki,” 

Rossiiskaya Ustitsiya 4 (2013): 60-62. 
33 Since the commencement of the maternal capital program, only 0.4 percent of participants used 

it towards the mother’s pension.  The reason for such low usage is a lack of trust that the pension fund 
will actually make any money in the future. See Margarita Gorovtsova, as ibid.  

34 One of the reasons this type of fraud is particularly widespread in the South of Russia is due to 
a high number of home births in the region, as compared with the rest of Russia. See Oksana Mun, 
“Mahinatsii s Materinskim Kapitalom,” Zhilischnoe Pravo 6 (2013).   

35 E.A. Borozdina, E.A. Zdravomyslova, A.A. Temkina, as ibid. 
36 Estimates about fraudulent usages of maternal capital vary between 20 and 70 percent, 

depending on the region. See “Obnalichka Matkapitala Auknetsya v Buduschem,” http://bkn.ru. 
37 Tatyana Bekreneva, as ibid. 
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significant amount for its “services.”38 This type of a scheme has become quite popular in 
the wake of the 2011 amendment that no longer requires the family to wait until the child 
turns three years old if the maternal capital is to be used towards a mortgage payment.39 
Such schemes are particularly dangerous, since a criminal organization can refuse to 
share the maternal capital funds with the mother40 and, if fraud is discovered, the mother 
would not only have to repay such monies to the Pension Fund41 but also would face 
criminal charges under s.159 (fraud) of the Russian Criminal Code.42 Hence, mothers who 
have been defrauded in this way often do not come forward to report these crimes.43 

 The second scheme entails purchasing real estate from relatives (preferably with a 
different last name from the holder of the maternal capital certificate). These relatives 
continue to live in the apartment or the house and return the maternal capital money they 
receive from the Pension Fund to the mother.44 

 The third scheme consists of buying a property that is either not fit for habitation 
or is located in a very remote rural area where real estate prices are low. The property is 
supposedly sold for the amount of maternal capital received, when in reality it is worth 
much less. Once the seller of the property receives the money, he/she will return the 
money to the buyer, minus the real purchase price. In reality, the buyer has no interest in 
actually living on the property and hence the property can be used multiple times by 
many different individuals wanting to monetize their maternal capital.45  

 The fourth scheme involves “purchasing” a non-existent property that is resold 
right away. This scheme is popular with the holders of maternal capital certificates who 
already own real estate and are not looking to buy. Hence, the fake property is frequently 
“bought” in an area where prices are easily covered by the maternal capital. Often such 

                                                 
38 See Materinskii Kapital portal, http://kapitalm.ru (“Materinskii Kapital: Obnalichivanie 

Nezakonno,” http://kapitalm.ru/category/moshennichestvo). 
39  See s.7.6.1 of the Federal Law N.256-FZ “On Additional Government Support Measures of 

Families with Children,” December 29, 2006 (in force January 1, 2007). 
40 Andrei Andreev, “Pervoe Delo o Hischeniyah Matkapitala Ushlo v Sud,” Rossiiskaya Gazeta 

(August 16, 2013). 
41 See Decision (Opredelenie) of the Russian Supreme Court N.82-KG13-4, September 24, 2013 

stating that when a real estate transaction is null and void due to fraud, maternal capital funds have to be 
repaid to the Pension Fund; also see Decision (Opredelenie) of the Russian Supreme Court N.88-KG12-2, 
November 23, 2012 stating that the courts should consider the substance of the transaction in determining 
whether the “living conditions were improved.” 

42 See Evgenii Gulyaev, “V Kudymkarte Reskryto Moshennichestvo s Materinskim Kapitalim,” 
Vesti (February 5, 2013); “Tol’yattinku I Rieltora Budut Sudit za Moshennichestvo s Materinskim 
Kapitalom,” www.news.ru (August 17, 2013); “Zhenschinu Budut Sudit za Moshennichestvo s 
Materinskim Kapitalom,” www.mk.ru (August 19, 2013). 

43 “Materinskii Kapital Vyvodili po Vsei Strane,” Kommersant (November 20, 2013). 
44  K. Gagaeva, K. Tychkin, “Moshennicheskie Shemy: Ot ‘Obnalichki’ Matkapitala do 

Reiderstva,” Zhilischnoe Pravo 9 (2012). 
45 Tatyana Bekreneva, as ibid. 

http://kapitalm.ru/
http://www.news.ru/
http://www.mk.ru/
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property is bought through a real estate agency that participates in this fraud and later 
shares the money with the holders of maternal capital certificates after subtracting fees 
for their services.46  

 

Why Is Fraud So Prevalent? 

Given the numerous fraudulent schemes associated with maternal capital and the 
related corruption surrounding it, the obvious question that needs to be considered is, 
Why is maternal capital fraud so prevalent, especially given the fact that it involves 
ordinary families trying to raise their children and is often perpetrated by young 
mothers? One of the primary reasons for why this particular type of fraud is so 
widespread is the very limited number of uses prescribed by the state for maternal 
capital. Most families with children need the money right away to satisfy their daily 
needs.47 This is especially true when it comes to single mothers with multiple children or 
families with sick or disabled children.48 Thus, the limited ways that maternal capital can 
be used is what breeds most fraud and corruption surrounding it. To most families, it 
makes little sense that maternal capital cannot be used to treat a sick or a disabled child,49 

to buy a car (especially in large cities), or to conduct essential repairs on a house or an 
apartment.50 One of the purposes designated by the state for maternal capital is to 
“improve living conditions”; however, this phrase has received a very narrow and 
inconsistent interpretation by the courts.51  Allowing maternal capital to be used to 
conduct necessary repairs would dramatically improve living conditions for many young 
Russian families that often live in cramped and dilapidated apartments together with 
their elderly parents. Similarly, maternal capital cannot be used to purchase land on 
which the house will be built at some point in the future.52  Thus, a family with children 
frequently cannot use maternal capital for the purposes that would truly improve their 
lives. Instead, they either do not take advantage of the program or are driven to commit 
fraud by monetizing the maternal capital they are entitled to. 

                                                 
46 Oksana Mun, as ibid.   

 
47 E.A. Borozdina, E.A. Zdravomyslova, A.A. Temkina, as ibid. 
48  “Zaem pod Materinskii Kapital – Sredstva Obnalishit Ne Poluchitsya,” Pravo Sotsialnogo 

Obespecheniya, http://system-social.ru/semj/materinskij_kapital/zaem.html. 
49 Several bills which would allow maternal capital to be used to treat sick or disabled children 

were voted down in the State Duma due to the fact that healthcare is free in the Russian Federation.  
However, poor conditions and lack of resources at many state hospitals make it impossible for those 
institutions to address the needs of seriously ill patients, driving individuals into private healthcare 
facilities. See Materinskii Kapital portal, as ibid (Novosti I Izmeneniya v 2014 godu). 

50 Thus, a family can buy a small house in a remote village, which they do not need, but cannot 
conduct quality repairs on their current home. See “Materinskii Kapital: Voprosy I Otvety,” as ibid. 

51 A.V. Fioshin, as ibid: 60-62. 
52 “Materinskii Kapital: Voprosy I Otvety,” as ibid. 
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 Even if a family decides to “improve their living conditions” through a purchase 
of better housing, in most cases the amount of maternal capital is not enough to make a 
substantive difference.53 For example, at the end of 2006, it was only possible to purchase 
two square meters of property in Moscow using maternal capital. Since then, the real 
estate prices have risen even further in most large cities in Russia.54  Furthermore, in a 
hot real estate market with competing bids, sellers frequently do not want to wait for up 
to two months in order for the Pension Fund to transfer the maternal capital funds. 
Hence, buyers relying on such funds are placed at a disadvantage.55   

Some families have attempted to use maternal capital to pay off a mortgage. In 
2011, it became possible to apply to the Pension Fund right after the birth of a second or 
a subsequent child in order to do so. However, securing a mortgage from a bank is often 
difficult for young or lower-income families.56 Although there are some special mortgage 
programs aimed at young families (both parents must be under 30 years of age), the 
problem is that the increase in real estate prices outpaces new home construction, 
“putting new or bigger apartments out of reach for the majority of young families.”57 Due 
to the fact that banks frequently have too many restrictions in place in terms of granting 
mortgages, it is not surprising that many families have turned to micro-credit 
organizations to obtain loans.58 While many of these loans are perfectly legitimate, 
multiple cases of fraud have been detected involving micro-credit agencies.59 In 2013 the 
government passed legislation designed to clamp down on fraudulent transactions 
perpetrated by these agencies. The law states that only prescribed organizations can now 
grant real estate loans and work with maternal capital funds (prior to this legislation, any 
micro-credit organization could make a request to the Pension Fund to transfer maternal 
capital funds to it to cover a loan for the purchase of real estate).60 While the purpose of 
this legislation is to reduce fraud, it will undoubtedly have an impact on young and 

                                                 
53 Michele Rivkin-Fish, “Pronatalism, Gender Politics, and the Renewal of Family Support in 

Russia: Toward a Feminist Anthropology of ‘Maternity Capital,’” Slavic Review 69, no.3 (2010): 717. 
54 Nikolai Sevrukov, “Rossiya Planiruet Osushestvit Pervyi Demograficheskii Vzryv,” 
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lower-income families; they will no longer be able to secure credit to purchase real estate, 
since most of the loan granting agencies will now have criteria similar to those of the 
banks.  

Another option that is popular with young families is to purchase property from 
their relatives. In many cases such transactions constitute the only way for such families 
to improve their living conditions. However, these types of transactions are also 
associated with high levels of fraud and are scrutinized more severely by the Pension 
Fund and the courts.61 Many young families with children are unable to secure a loan or 
provide a down payment, so they try to monetize maternal capital funds to pay off their 
relatives who helped them out, or they try to use these funds for their daily needs and 
continue to share their living quarters with their relatives.62   

 A further problem that drives families with children to monetize maternal capital 
funds, instead of actually purchasing property, is the requirement prescribed in the 
legislation that all family members (i.e., husband, wife, and all the children) must register 
as property owners if maternal capital funds are being used to purchase property. All 
family members are to be registered as property owners in “agreed upon shares.”63  This 
requirement has proven to be quite problematic for families that in the future may want 
to sell the property that they acquired utilizing maternal capital funds; it has also been 
problematic for the banks and other credit organizations that grant mortgages and do not 
include underage children as property owners on any of the documents. The Pension 
Fund requires an undertaking to be signed by registered property owners, which states 
that upon the discharge of their mortgage obligations, they will register all family 
members as property owners in agreed upon shares within six months.64 The Procuracy 
of the Russian Federation is supposed to track down those who do not comply with such 
an undertaking.65 While the theoretical rational behind these provisions is clear, in 
practice these requirements are highly problematic. Many mortgages are 15 or 20 years 
in duration, so once the mortgage is paid out in full, the children are no longer underage 
and may simply not be aware of their rights under the maternal capital legislation (this 
program may not even exist at that point in the future). Furthermore, it would be hard 
for the Procuracy to check on all of the real estate transactions that have involved 
maternal capital, and checking these transactions would be selective at best.66 Moreover, 
the violation of the obligation to register underage children may lead to future sales 
involving innocent third-party buyers being unwound.  The court practice has so far been 
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inconsistent in regards to the validity of such future sales, where the property rights of 
children were not registered.67 In any case, a family may have trouble reselling property 
acquired with maternal capital funds, as future buyers may be wary of entering into such 
transactions. 

Ultimately, what underlies using maternal capital for most real estate fraud cases  
as well as the low usage of such capital for education and pension purposes is people’s 
lack of trust in sustainable state institutions. Mothers and their families want the money 
here and now because they do not believe that the money will be available in the future 
(in part, such belief is justified by the turbulent history of the 1990s and several bank 
collapses).68 The other side of the coin is that the state does not trust its citizens to use 
maternal capital money in a responsible fashion and has thus prescribed very limited 
usages for these funds.69 This lack of trust on both sides creates fertile ground in which 
fraud and corruption flourish. 

Impact of Maternal Capital on Birth Rates 

In addition to figuring out why fraud is so prevalent when it comes to maternal 
capital, another very important issue that needs to be considered is whether maternal 
capital is going to make a difference when it comes to increasing Russia’s birthrate—the 
purpose for which it was introduced in the first place. 

What needs to be acknowledged is that maternal capital is not changing the 
underlying root causes that drive Russian families to settle for only one child. Most 
Russian cities simply lack the infrastructure to support families with children. There is 
an absence of safe modern playgrounds for children, and public transportation and city 
streets have not been adapted to accommodate mothers with strollers.70 There is a lack of 
affordable housing for young families. It is very difficult to find apartments that have 
more than two bedrooms within a reasonable price range.71 Finding daycare spaces is 
another major issue. In many larger cities parents have to get in line for a place in publicly 
subsidized daycare before their children are born and, even then, there is no guarantee 
of a space. There are “currently about 1 million families on [daycare] waiting lists.”72 
Furthermore, maternal capital does not solve the issue of discrimination faced by 
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pregnant women or women with young children in the workplace.73  Although the 
Russian Labor Code and the Constitution guarantee equality between men and women, 
such equality is only theoretical in nature.74 For instance, it is “common practice for 
employers in Russia to put gender and age requirements in their want ads.”75 The gender 
wage gap in Russia is still between 35 and 40 percent.76 Overall, maternal capital cannot 
compensate women for time out of the workforce and does nothing to combat stereotypes 
about women with children that are already prevalent within Russian working culture.77 
Often, Russian women with higher levels of education and good possibilities of career 
advancement forego having children all together. In the words of one Russian celebrity, 
“capitalism acts as the best form of contraception.”78   

Moreover, the whole idea of a family with multiple children is not a popular one 
in Russia, so providing material incentives to families in the form of maternal capital is 
unlikely to result in a radical change in attitudes. The government has recently attempted 
to increase the popularity of larger families through innovative campaigns, including 
posting large billboards in major cities that lionize Russian cultural icons who were third 
children in their families, such as Yuri Gagarin and Anton Chekov.79  However, despite 
these promotional efforts, the number of families in Russia with more than one child 
keeps declining.80 Larger families are not popular for a number of reasons. Some of them 
are quite obvious, such as generally low incomes, lack of stable employment, and 
unsatisfactory living conditions. Many Russians also associate large families with 
migrants from the North Caucasus and Central Asia—both regions that experience high 
birthrates. Russians view these migrants very unfavorably and associate them with 
increased insecurity and threats to Russian cultural values.81 
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Given all the barriers to larger families that exist in Russia, families that decide to 
have more than one child are, for the most part, not influenced by maternal capital, but 
rather view it only as a “bonus.”82 Maternal capital does not play a role in increasing the 
number of children that a particular family may have; what it may do, however, is shrink 
the number of years between the births of those children.83  Hence, the increase in birth 
rate since the introduction of maternal capital in 200784 can be explained by births being 
more concentrated in a certain time period as well as the baby boomers of the 1980s 
reaching their peak reproductive years.85    

 One-time cash payments, such as maternal capital, are much easier to provide 
than adequate housing, daycare programs, subsidized after-school programs, and 
extended maternity leaves. Ultimately, such payments are “not that efficient from the 
point of view of long-term influence on fertility.”86 The Russian government needs to 
address issues beyond fertility, if it wants to mitigate the current negative demographic 
situation. To do so, the two most immediate issues that the government needs to consider 
are high death rates and migration. 

While Russia’s low birthrate is not unique, especially when it comes to Europe, its 
death rate, particularly among males, is exceptional. While Western life expectancy has 
increased by 10 years to 78 years (for males) since the mid-1960s, Russian life expectancy 
has yet to regain the life-expectancy levels of 64.89 years (for males) of 1964.87 The 
primary causes of death, which include excessive alcohol consumption and 
cardiovascular disease, are highly preventable through both the promotion of healthy 
lifestyles and proper investment in public healthcare.88 However, Russian public 
healthcare has been deteriorating ever since the collapse of the Soviet Union, and the 
“national programs and reforms in public health are chaotic, inconsistent, and often have 
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the character of public relations events.”89 Thus, access to quality healthcare remains very 
uneven.90  

While the birth and death rates have remained relatively unchanged, Russia has 
also been unable to replenish its population through migration. Although Russia has an 
immense territory, its population is only 142.9 million. Thus, the country’s greatest 
poverty “…is the sparseness of its population over an immense territory,” especially 
when it comes to the resource-rich and strategically important Far East.91 While many 
ethnic Russians returned to Russia from the “sister republics” following the collapse of 
the Soviet Union in 1991, this stream of migration is now over. Most migrants that still 
want to come to Russia tend to be economic migrants from Central Asia and the 
Caucasus. However, the ethnic Russian population consistently demonstrates “extremely 
low tolerance for migrants,” especially the ones that are non-Slavic. Moreover, migration 
to Russia is further complicated by the bureaucratic measures that are supposedly in 
place to combat illegal migration.92 

 

Conclusion 

 It is clear that despite the claims that maternal capital will “raise [women’s] social 
status and help…resolve future problems,”93 this measure is not going to create a desired 
baby boom.94  The amount of maternal capital, although not insignificant, is really a 
fraction of the cost of what it would take to secure adequate housing or to take care of a 
child’s daily needs (especially in the case of sick or disabled children) over the years. It 
does not solve the issue of work/family balance, gender inequality, lack of child 
appropriate infrastructure, or one-child family attitudes that currently dominate Russian 
society. Likewise, the limited  use of maternal capital prescribed by the state displays a 
fundamental lack of trust towards its citizens, which in turn breeds fraud and corruption. 
Russian families that are entitled to receive maternal capital view it as a bonus that should 
be used “here and now,” as it may not be available in the future.95  This demonstrates a 

                                                 
89 Maria Avdeeva et al., “Russia’s Demographic Crisis,” Carnegie Endowment for International 

Peace, Washington D.C. (January 26, 2012). 
90 Nabi Abdullaev, as ibid. 
91 The Russian Far East is larger than the European Union, but only has 6.4 million people.  Its 

population density is not even a hundredth of what it is in its neighbor China. See Philippe Descamps, as 
ibid; also see Fred Weir, “Putin vows to halt Russia’s population plunge with babies, immigrants,” The 
Christian Science Monitor (February 14, 2012). 

92 Maria Avdeeva et al., as ibid. 
93 Quoted in “Vladimir Putin on Raising Russia’s Birth Rate,” as ibid: 388. 
94 Natalya Krainova, as ibid. 
95 The maternal capital program was designed to function for 10 years, so it is not clear what will 

happen to it after 2016 and whether it will be renewed.  The Russian Ministry of Finance called for the 
cancellation of the program after 2016; see “Minfin Predlozhil Otmenit Materinskii Kapital,” Argumenty I 
Fakty (August 20, 2013).  However, President Putin has given an indication that the program will 



Eurasia Studies Society of Great Britain & Europe Journal, Vol.3. No.2. Autumn 2014. © The 

Eurasia Studies Society TESS-GB-EUROPE, 2014. All Rights Reserved. 

 

15 

lack of trust on the part of the people towards the long-term sustainability of state 
institutions. Thus, since money cannot buy trust, the outcome is a failed program, despite 
its noble intentions.  
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