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9. Part-time Work and Childbirth in
Europe: Scarring the Career or Meeting
Working-time Preferences?

Didier Fouarge and Ruud Muffels

9.1 INTRODUCTION

One major aspect of the transitional labour market approach is its interest for
the consequences of the ongoing individualisation process on the way people
behave on the labour market. One important consequence of that is that
women seek to develop their own career and tend to work more hours than
they used to in the past. A second consequence is that due to women’s
increasing participation they desire more options to be able to combine
working and caring duties. In general it seems that people want more leeway
to adapt their labour supply to changing conditions over the life cycle and to
improve their work-life balance. The TLM approach devotes particular
interest into the role of life events such as childbirth, on the way people
behave on the labour market and how they seek to improve their work—life
balance. In this chapter we focus on the effect of people’s decisions in
choosing particular combinations of working time and caring duties on the
future career. We use the European Community Household Panel but added
the Hungarian household panel to analyse the short and medium-term effects
of the various types of combinations of part-time work and care breaks on the
occupational career'. The Hungarian panel has been added to include at least
one of the transition countries from the East. Transition countries are
particularly interesting to study because part-time labour is a rather new
phenomenon in these post-socialist countries. In particular, we try to assess
the effect of part-time employment on the probability of being employed full-
time later in their career. Finally, we specifically assess the effect of a major
life event — childbirth — on the future labour market participation and income
position of females. Regression models on the changes in working time
owing to the career break are used to examine the future income and
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employment effects across countries. The major question deals with the
contended negative or ‘scarring’ effect of part-time work on the future
employment and wage career (see in particular Chapter 7).

The chapter is structured as follows. In Section 9.2, we discuss the back-
ground of the research and our research questions. Section 9.3 discusses the
data used and the selection of the main dependent variables. Descriptive
results for part-time employment, transitions from part-time work and motives
for working part-time are reported in Section 9.4 and model estimates in
Section 9.5. Section 9.6 reports on the effect of childbirth on the labour
market participation of young women, both in terms of the participation
decision and the number of hours worked, while the effect of childbirth on
labour market income is studied in Section 9.7. The main findings are
summarised in Section 9.8.

9.2 BACKGROUND AND RESEARCH QUESTION

9.2.1 Previous Research

The incidence of part-time employment varies considerably for male and
female workers as well as across countries of the EU. According to data from
the Labour Force Survey, in 2005, 7.5 per cent of European male workers
were employed in a part-time job, but this percentage varied from as low as
1.3 per cent in Slovakia to as much as 22.6 per cent in the Netherlands. For
females the rates of part-time employment were higher. More than a third of
employed women are working in a part-time job. Again, that percentage is
lowest in Slovakia (4.1 per cent) but largest in the Netherlands (75 per cent).
These numbers suggest that across Europe, people chose different combina-
tions of working time and caring duties. These choices turn out to be very
different both across gender and across countries.

In the literature, much attention has already been devoted to part-time
employment and its consequences for participation later in the working life,
but also on its consequence for future income. Although some authors have
suggested that part-time jobs could be a springboard towards full-time jobs
(Blank, 1989), there is little evidence that this is indeed the case in Europe.
Recent studies for European countries have shown that most females who do
work part-time are not so likely to move into a full-time job (O’Reilly and
Bothfeld, 2002; Buddelmeyer et al., 2005). Furthermore, a Dutch study
shows that also in the ‘first part-time economy of the world” employees still
experience a lower wage and social status as a consequence of part-time
employment even several years after they have returned into a full-time job
(Roman, Fouarge and Luijkx, 2004).
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Childbirth has also been shown to affect the participation decision of wor-
king mothers. Due the increased time squeeze after childbirth, mothers have a
higher tendency than fathers to withdraw from the labour force (Dekker et al.,
2000). Several studies, however, have illustrated the importance of institut-
ional arrangements in keeping mothers in paid employment. In countries
where the supply of female-friendly institutions (for example childcare) is
higher, females have a higher probability of remaining in paid employment
(Kenjoh, 2003; Gornick et al., 1998; Uunk et al., 2005). Furthermore, in such
countries women seem more likely to work more hours (Van der Lippe, 2001).

9.2.2 Research Question and Expectations

Here we deal with four main research questions. They pertain to the effect of
caring and part-time employment on future employment opportunities and to
the effects of childbirth on the employment and wage career. With respect to
the latter, we firstly investigate to what extent part-time employment has a
‘scar effect’ on employment later in the career, that is, we investigate to what
extent part-timers workers have lower opportunities to move on to full-time
jobs, conditional on their preferences and their life cycle phase. Secondly, we
investigate the effect of childbirth on the decision to withdraw or to stay in
the labour market and to choose for a certain number of weekly working
hours. By doing so, we are able to compare the number of hours worked pre-
and post childbirth. Thirdly, we examine the income consequences of
childbirth.

From the existing literature on the subject we have derived some expectations
about the effects we are likely to find:

1. Following the ‘scarring’ theory we assume that to the extent that working
part-time has an adverse or ‘scarring’ effect on employment opportunities
later in working life, part-time workers are expected to have a lower
probability to be employed full-time later in the career than full-time
workers.

2. Following human capital theory (Becker, 1964), we assume that part-
timers build up less human capital during their part-time career and
therefore are more likely to make a transition into non-employment.

3. For the same reason we contend that part-time employment reduces the
probability of subsequent full-time employment, though we also presume
that the longer people work part-time the more human capital has been
built up and the smaller these effects tend to be as time passes.

4. If neo-classical economic theory has a bearing for women’s labour
supply decisions (Becker, 1981), we might assume that the price of
leisure is lower due to the costs involved in caring because of which
women choose to work part-time. In that case part-time work is associa-
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ted with personal preferences for working fewer hours due to caring and
not a ‘scarring’ phenomenon for which reason we might predict that the
transition into full-time employment is less likely to occur.

5. Also according to neo-classical thinking, if the costs of caring are high,
for example, due to the lack of sufficient income support through public
policies, childbirth is expected to result in a reduction of labour market
income caused by the reduction in participation — which is then only
partly compensated by the public income transfers (mainly child
benefits), see Uunk et al. (2005).

9.3. DATA AND MAIN DEFINITIONS
9.3.1 Panel Data

For this chapter, we have used the data from the European Community
Household Panel (ECHP), supplemented with the panel data for Hungary to
acquire some idea on how dissimilar the results are for different parts of
Europe with a different background and tradition in part-time work. The
ECHP contains panel data (repeated measurement among the same sample of
people) for 14 EU countries. For the UK, Germany and Luxembourg the
ECHP contains two sources of information: ECHP-specific panel data, and
panel data from the three national panels.” For these countries, we use the
latter source. For all but three countries, data are available for the years
1994-2001. For Austria and Luxembourg we have data from 1995, and for
Finland the data start in 1996.

Hungarian panel data have been matched to the ECHP in a way that
comparability of the variables used is ensured. The Hungarian data come
from the CHER database (Consortium of Household Panels for European
Socio-Economic Research), and were directly derived from the Hungarian
Household Survey (HHS). Data are available for the years 1992—-1997.

The data is organised as a pooled person-year file, with one record for each
person at each point of interview. For the analysis, we retained only people of
working age (18-64). For the analysis of the effect of childbirth on labour
market participation, however, we focus on the age group 18-45. Our dataset
includes some 100,000 respondents aged 18 to 64 per wave across 15 coun-
tries. It includes 60,000 to 76,000 people aged up to 45 years old per wave.

9.3.2 Main Variables

Labour market status
The number of hours worked per week (in the main and additional jobs) is
reported in the datasets used. This will be the main variable on which we
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define labour market participation. In the analyses, we make a distinction
between non-participation, part-time employment, and full-time employment.
Non-participants are people working zero hours. It includes the unemployed,
the disabled, as well as respondents who are currently not looking for a job.
Small part-time jobs are defined as jobs of 1 to 14 hours per week.’ Part-time
workers are respondents who are working 15-34 hours per week. Full-time
workers are people working at least 35 hours per week. The variable is
described in Table 9.1.

Table 9.1 Labour market status according to the number of hours worked in
pooled data file, (absolute numbers and percentages)

N %
Does not work 314,946 38.3
1-14 hours 19,685 2.4
15-34 hours 75,820 9.2
35+ hours 412,661 50.1
Total 823,112 100

Source: ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).

Income

The effect of care on income is assessed by looking at the respondents’ wage
and non-wage income before and after childbirth. All incomes are expressed
in purchasing power parities (PPP) as calculated by Eurostat in constant 2000
prices in order to ensure cross-country comparison. Total personal income
refers to the annual net income from employment, private and public
transfers. Wage income refers to the total net income from employment,
while public transfers are the sum of all transfers paid to the individual such
as unemployment and disability benefits, pensions, child or family
allowances and so on. All incomes are measured in the year prior to the
interview date. Except for France, all amounts are net of taxes and social
security contributions. The hourly wage is measured by dividing the previous
year’s income by 52, and then by the number of hours worked per week the
previous year (at the time of last year’s interview).

Life course phase

Over time people experience a number of demographic transitions:; for
example leaving home, getting married, having children, getting divorced or
separated and so on. To account for these different phases of the life course,
we define a life course phase variable that accounts for the household
structure, the presence of children, and the age of the youngest child. The
variable is self-explanatory and is described in Table 9.2.
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Childbirth

We construct a dummy variable for childbirth by comparing the number of
children across waves. We define childbirth as the event that a new child
enters the household, that is, when the number of children younger than 16 in
wave t is larger than in wave 1.

Table 9.2 Life course phase, absolute number and the distribution of
households in the pooled data file (absolute numbers and percentages)

N %o
Couple no child* 278,881 33.7
Couple youngest child 0-5 117,264 14.2
Couple youngest child 6-16 155,113 18.7
Single no child* 218,335 26.4
Single youngest child 0-5 10,914 1.3
Single youngest child 6-16 47,705 5.8
Total 828,212 100

Note: *No child between the age of 0 and 16.

Source: ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).

9.4. DESCRIPTIVE RESULTS

9.4.1 Incidence of Part-time Employment

The labour market status of males in the 15 countries included in our analysis
is depicted in Figure 9.1. The data relate to the latest year available in the
data: 1997 for Hungary and 2001 for all other countries. Figure 9.2 presents
similar data for females. In both figures, the countries are sorted according to
the inactivity rate.

Of all countries included, the labour force participation of males is lowest
in Hungary and France.® High employment rates (80 per cent or more) are
found in Austria, the UK, Denmark, Luxembourg and the Netherlands. It is
clear from this figure that part-time jobs are not popular among males, with
the exception of the Netherlands perhaps where more than 10 per cent of
males are employed for less than 35 hours a week. The picture for female
labour participation in Europe is very diverse; more than half the females of
working age are not employed in France, Hungary and the Southern countries
Spain, Greece, and Italy. The large incidence of part-time employment in
total employment, for example, in the Netherlands, is also reflected in Figure
9.2.% The differences across countries, again, are substantial.
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Although small part-time jobs remain a limited phenomenon even for females
in most EU countries, a significant proportion of females in Ireland, the UK,
Germany and especially the Netherlands do work in such jobs. With the
exception of Greece, Portugal, Spain and Hungary, a significant percentage
of females are employed in regular part-time jobs. In the Netherlands, a third
of all working age females are working part-time. In Belgium, Denmark,
Luxembourg, the UK and Ireland a fifth or more of all females is working
part-time.°

9.4.2 Part-time and Caring Obligations

There are basically two ways to assess the extent by which people who work
part-time do so in order to be able to combine work with caring obligations
and to improve their work-life balance: the so-called stated and revealed
preferences method. With the ‘stated preferences approach’, one relies on the
subjective answers to a question pertaining to the reason why respondents are
working in part-time jobs. With the ‘revealed preferences approach’ one
would look at the coincidence or association between variables indicating
whether people actually work part-time and objective indicators for being
engaged in caring obligations. In this section, we use both methods in turn.

Reason for working part-time

In the ECHP questionnaire respondents were asked for the main reason why
they work part-time. Respondents could choose among six reasons. The infor-
mation, however, is missing for the UK and Luxembourg, and the question
for Germany only allows for choosing between two reasons. Unfortunately,
no such information is available in the Hungarian panel. Note that the defini-
tion of part-time work used in the ECHP is slightly different from the one
used here: the question was asked to everyone working less than 30 hours.

The main reason why males work part-time in Denmark and the Nether-
lands but also in Finland, Belgium, Germany, Austria and Ireland is, as they
report so, because they are undergoing education or training, (Figure 9.3).

In France, Greece, Spain, Italy, but also in Portugal and Belgium, a
significant percentage of males who are working part-time report do so
because they are unable to find a full-time job. A part-time job seems to act
as a second-best option due to the unavailability of a full-time job. In those
countries, more than in others, males seem to be confronted with a cons-
trained labour supply for they are unable to work the number of hours they
prefer to work. With a view to these results, it must be concluded that caring
obligations are not the main reason for males working part-time, not even in
the Netherlands where only 10 per cent report this to be the main reason.
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In most of the Southern European countries (Greece, Spain, but also
Portugal), females — just like males — report they are constrained in their
labour supply due to the unavailability of longer hours jobs. In France and
Finland a fifth of the females working part-time also report they are unable to
find a full-time job. When comparing Denmark and the Netherlands, it turns
out that the share of females reporting housework as the main reason why
they are working part-time is four times larger among Dutch females
compared to Danish females.

Part-time and life course phase

In this part we discuss the relationship between labour market status and the
life course stage of males and females. The labour market participation of
males living in a couple appears to be larger than of single males (Figure 9.5).
Associated with the presence of and care for children, they tend to participate
more in the labour market. However, single males with caring obligations are,
just as females, more likely to withdraw from the labour market and to
become non-participants. Especially, when males living in a couple face the
financial responsibilities of caring for children they tend to participate.

Couple no child [ |

Couple youngest child 0-5 [

Couple youngest child 6-16 [
Single no child o m

Single youngest child 0-5 [ |
Single youngest child 6-16 [ 1

Couple no child [

Couple youngest child 0-3 [

|
W
Couple youngest child 6-16 I
[
| I
|

Single no child
Single youngest child 0-5 [
Single yonngest child 6-16 [

50 40 30 20 10 0 10 20 30 40 S0 60 70 80 90
percent

L1 .. .

not working working 1-14 hrs  working 15-34 hrs  working 35+ hrs

Source:  ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).

Figure 9.5 Labour market status and life course phase, males and females

(18-64), 2001 (%)

Overall, we see that the life course phase, however, does not have much of an
impact on the number of hours worked in the case of males. For females,
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however, the life course phase has a larger effect on their labour supply in
terms of hours.

For single females with children and females in a relationship without
children or with young children we indeed find that they are more likely to
withdraw and to become non-participants. But when females participate and
when they have a partner they more often work in a part-time or a small part-
time job especially if they have children.

Transition rates
Over time people tend to change their employment position as socio-
economic events (for example, unemployment, a job change or retirement)
and socio-demographic events (for example, childbirth or marriage) require
them to adapt their working time.

The changes in employment status over time are depicted in Table 9.3 for
males and in Table 9.4 for females. In these tables we depict the transitions
into another employment status after one, three and five years in the career.

Table 9.3 Transition rates in employment status after one year (t+1), three
(t+3) and five years (t+5), males (18-64) (%)

Status in t+1

Not working 1-14 hours  15-34 hours 35+ hours Total
Status in ¢
Not working 78 2 3 18 100
1-14 hours 34 28 12 26 100
15-34 hours 17 3 47 34 100
35+ hours 7 0 2 91 100

Status in +3

Not working 1-14 hours  15-34 hours 35+ hours  Total
Status in ¢
Not working 65 2 4 30 100
1-14 hours 28 14 13 45 100
15-34 hours 21 2 33 44 100
35+ hours 11 0 2 86 100

Status in ++5

Not working 1-14 hours  15-34 hours 35+ hours Total
Status in ¢
Not working 53 2 40 100
1-14 hours 27 6 11 56 100
15-34 hours 23 1 27 49 100
35+ hours 14 0 2 83 100

Source:  ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).
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It is obvious from the tables that the status of full-time employment of the
large majority of males (91 per cent) is pretty stable from year to year, and so
is the status of non-employment (although the group is smaller in size). Part-
time statuses are less stable at least for males. Less than half of all males in
part-time jobs (15-34 hours) in a particular year are still working part-time
one year later. A third of them have made a transition into full-time
employment. Statuses in small part-time jobs are even less stable since only
28 per cent are still working in such a job one year later. A third has stopped
working and a quarter has made a transition into full-time employment after
one year.

The stability in non-participation is larger among females; 86 per cent
remain out of the labour force between year ¢ and the following year 7+1.
Female part-time employment (whether short or regular part-time) is also
more stable than is the case for males: 47 per cent remain in their small part-
time job and 69 per cent remain in their part-time job. This could mean that
part-time employment is of a more persistent nature for females.

Table 9.4 Transition rates in employment status after one (t+1), three (1+3)
and five years (t+5), females (18-64) (%)

Status in t+1

Statusin¢#  Not working 1-14 hours  15-34 hours 35+ hours Total
Not working 86 2 4 7 100
1-14 hours 26 47 19 8 100
15-34 hours 13 4 69 14 100
35+ hours 9 1 6 84 100
Status in 43
Statusin¢t  Not working 1-14 hours  15-34 hours 35+ hours Total
Not working 78 3 7 11 100
1-14 hours 30 32 23 14 100
15-34 hours 20 4 57 19 100
35+ hours 16 1 9 74 100
Status in 45
Statusin¢#  Not working 1-14 hours  15-34 hours 35+ hours Total
Not working 72 4 9 15 100
1-14 hours 32 24 27 17 100
15-34 hours 24 4 49 22 100
35+ hours 21 1 11 67 100

Source:  ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).

When the observation period is extended up to three or five years the
working-time statuses on the labour market appear less stable because, as the
years go by, there are more opportunities for people to adjust their labour
supply on the labour market in accordance with their preferences or by
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adapting to external constraints. The differences between males and females
appear to be larger as the observation period is extended up to three or five
years. Significantly fewer females remain in full-time paid employment in
the five years time horizon, and more of them make a transition out of
employment.

However, as time passes, there are also more females who make a
transition from part-time employment (whether small part-time or not) into
full-time employment. Among females, the transition from part-time employ-
ment to full-time employment is least often occurring in the Netherlands and
most often in Finland, Hungary, and Spain.

In Table 9.5, we report on the issue to what extent the transition for
females from part-time employment to full-time employment is associated
with the main reason why they work part-time.

Table 9.5 Transition rates in employment status after one year, three and five
years for females (18—64) according to the reason why they work part-time in
the current year (%)

Females reporting working part-time for other reasons than caring or free will
Status in #+1

Statusin¢#  Not working 1-14 hours 15-34 hours 35+ hours  Total

1-14 hours 34 39 17 10 100

15-34 hours 18 4 62 16 100
Status in 3

Statusin#  Not working 1-14 hours 15-34 hours 35+ hours  Total

1-14 hours 34 22 20 24 100

15-34 hours 26 3 50 21 100
Status in +5

Statusin¢#  Not working 1-14 hours 15-34 hours 35+ hours  Total

1-14 hours 31 15 27 28 100

15-34 hours 28 4 45 22 100

Females reporting working part-time because of caring obligations or free will
Status in #+1

Statusin¢#  Not working 1-14 hours 15-34 hours 35+ hours  Total

1-14 hours 25 51 19 5 100

15-34 hours 13 5 76 7 100
Status in +3

Statusin¢#  Not working 1-14 hours 15-34 hours 35+ hours  Total

1-14 hours 32 38 23 7 100

15-34 hours 20 5 64 11 100
Status in t+5

Statusin¢#  Not working 1-14 hours 15-34 hours 35+ hours  Total

1-14 hours 35 31 26 8 100

15-34 hours 22 6 57 15 100

Source:  ECHP, 1994-2001 (Eurostat).
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Using the reasons as reported in Figure 9.4, we define a variable indicating
whether or not females work less than full-time out of free will or because of
caring obligations (‘does not want to work more hours, works part-time
because of household activities or caring obligations’), or because of other
reasons (education, cannot find full-time job, personal illness or other rea-
son).7 On the one hand, Table 9.5 shows that transitions into full-time
employment are more common for females reporting part-time employment
for other reasons than caring obligations (or free will). This seems to be the
case even in the medium-term (5 years) although the difference between the
two groups is smaller than in the short-term (1 year). On the other hand, it is
also illustrated that in the short-term, females not reporting care as the reason
why they work part-time, are more likely to leave paid employment. How-
ever, the difference between the two groups is smaller in the medium term.

9.5 MODEL ESTIMATES
9.5.1 Model

Having described patterns of part-time employment in Europe and transitions
across employment statuses, we now turn to modelling changes in the
employment status over time. To do so, we estimate a multinomial logit
model for the employment status after one, three and five years (#+1, #+3 and
t+5), controlling for the number of hours worked in ¢ and a number of
covariates. As in the previous paragraph, the hours are categorised in non-
participation, small part-time jobs (1-14 hours worked), part-time jobs (15—
34 hours worked), and full-time jobs (working 35 hours or more). The
multinomial logit model that is estimated distinguishes among these various
employment statuses (see Box 9.1).

In order to test expectation 1, we consider part-time employment as the
base category in the model. Furthermore, we set the reference category for
the current employment status to full-time workers. In doing so, the estimated
parameters can be interpreted as the difference in the probability of being
employed full-time in the future for the workers who are currently not
employed full-time.

Two variables that are specifically related to caring obligations enter the
model: the variable indicating the life course phase and a dummy variable
indicating whether or not one works less than full-time out of free will (does
not want to work more hours, works part-time because of household activities
or caring obligations).® Furthermore, the model controls for personal
characteristics (age, educational level, health status, and past history of
unemployment), as well as job characteristics (sector of activity, number of
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employees in the firm).” Year dummies are also included in order to capture
economic cycle effects. Controlling for such background characteristics is
important for workers in part-time jobs might be a selective group.

Box 9.1 The multinomial model

The probability of being in either state (non-participation, small part-time job, full-
time), as compared to the reference state (regular part-time), is given by the
following equation:

P(y=j))=

with J = 4 (the four labour market statuses), j = part-time being the reference state
and K the number of explanatory variables x. The variables included in the model

K
exp(zk:l,b’jkxk + 7_,50)
J-1 K
1+ ZH exp(z:k:1 Bix +7;5.

are:

®  Hours worked in #: non-participation, small part-time, regular part-time,
full-time (reference);

®  Household type: couple without child (reference), couple youngest child
0-5, couple youngest child 6-16, single no child, single youngest child
0-5, single youngest child 6-16;

®  Part-time for caring: dummy for people who do not want to work more
hours, or work part-time because of household activities or caring
obligations;

®  Age and age squared (/100);

®  Education level: low, average (references), high;

®  Bad health: dummy for people bad or very bad health;

®  Public sector: dummy for people working in the public sector (coded O for
people out of employment);

®  Firm size: number of people working in the company (coded O for people
out of employment);

®  Past unemployment: dummy for people reporting unemployment in the
past 5 years;

®  Year dummies;

e  Country dummies.

® Indicators for labour market opportunities: numerical flexibility and
employment security.

9.5.2 Results

Employment status

The results of the estimation of the multinomial model are represented in
Table 9.6."° They show that relative to full-time workers, part-time employ-
ees have a lower probability of being employed full-time one year later. The
size of the effect shows that it does not matter much whether the part-time
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Table 9.6 Results from model estimations on labour market participation one year later(t+1), three (t+3) and five years later

(t+5) in the career, females (18—64 years) (coefficients from multinomial logit model)

Hours worked in 7+/

Hours worked in t+3

Hours worked in t+5

non- small full- non- small full- non- small full-

part. PT time part. PT time part. PT time
Hours worked in t (ref: full-time)
non-participation 1.817#%*  1.158*¥* _2221%%* [ 287*%* (.853%** _]742%*k* ] (020%**F (). 749%HH% ] 43 H%%
small part-time —0.305%%*%  2.396%** _3,009%%* _(0.434%** ] 520%*F _2247*¥* _(.529%**  [.021%** —].868%**
part-time —1.962%%% —(.833%#* _3.908%** —].480%** —0.697*** _2.856%** _].203%** _().547%k* _D297Hk*
Household type (ref: couple, no child)
Couple youngest child 0-5 0.105**  0.073 —0.586%** 0.115%*  0.193*  -0.438*%%+ —0.027 0.262*%*  —(0.391***
Couple youngest child 6-16 0.020 0.156**  —0.193***  (0.011 0.047 0.027 -0.096 0.014 0.21%%*
Single no child -0.022 0.005 0.291#**  —0.08 —0.288%*  (0.433%#% _(.238*%*F —(0.479%**  (.4]1]1***
Single youngest child 0-5 0.151 0.024 -0.177* 0.009 -0.098 -0.122 -0.178 -0.185 —-0.085
Single youngest child 6-16 -0.102 -0.101 0.117%  —0.171%*  —0.402%**  (.327**%* _0221%* —0.608%#*  (.48]*%*
Part-time for caring —0.314%*%+ (.08 —0.793*** —0.103 0.093 —0.673*** —0.103 0.097 —0.639%%**
Age —0.190%*%* —0.101**%* -0.002 —0.215%%%  —0,098**%*% —0.024*  -0.229%** —0.083*** —(0.025
Age squared (/100) 0.258***  (.127*** —0.022* 0.311%**  0.135%**  (0.006 0.343*%**  (0.126*%**  0.007
Educational level (ref: average)
High —0.274%%%  —0.154**%  0.039 —0.218%** —0.165%* 0.026 -0.137%  -0.088 —-0.006
Low 0.213***  0.204***  0.01 0.245%**  0.202** -0.014 0.312%**  (0.293*** _0.075
Bad or very bad health 0.562*** —(0.041 -0.048 0.624***  (0.096 0 0.551*%** —0.022 -0.123
Working in the public sector —0.703%%*% —0.785%*%*% —0.077** -0.648*** —0.829*** —(0.075 —0.685%** —0.866*** -0.069
Firm size —0.086%** —0.098***  (0.018***% —0.050%** —0.092*** (0.008 —0.028**  —0.057* 0.006
Unemployed in the last 5 years -0.013 -0.071 —0.157***  0.011 -0.087 —0.162%*%*  —0.02 -0.074 —0.164%%%*
Year dummies (ref: 1994)
1995 0.006 —0.084 -0.011 0.031 0.07 -0.003 —-0.008 —-0.065 0.046
1996 0.024 0.024 —0.001 -0.003 -0.007 0.028 —0.140%** —0.092 0.033
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Table 9.6 (Continued)

Hours worked in #+ 1

Hours worked in 7+3

Hours worked in #+5

non- small full- non- small full- non- small full-
part. PT time part. PT time part. PT time
Year dummies (ref: 1994) (continued)
1997 0.053 0.125 -0.011 -0.029 -0.036 0.067
1998 0.017 -0.023 0.012 —0.140%*%* -0.072 0.044
1999 -0.019 -0.053 0.033
2000 —0.152%%*  —0.043 -0.035
Country (ref: Denmark)
the Netherlands —0.434%%*  (0.816%** —0.898*** _(.453***% [.076%F* —].114%** —0.436%** 1.373%**k _]208%**
Belgium 0.266***  (0.068 —0.199%**  (.365*%**  (.333* —0.326%*%*  0.410%*%*  0.663*** —0.400%**
France 0.474%** _1.011***  0.042 0.816%** —1.066***  (0.023***  1.051%*%* —0.771*** 0.077
Ireland 0.173%*%*  (0.354*** —(0.319*%** (.087**%* (0.560*** -0.491*** (.101 0.844#%* (). 553%**
Italy 0.551*** —1.035***  (0.034 0.702%**  —0.876*** —0.013*** (.822%*%* —(0.648** —-0.019
Greece 0.568*** —0.619***  (.150%**  (.722%** —(.386%* 0.223***  (0.865*** —-0.191 0.283#**
Spain 0.737#%%  (0.320%**  (0.226%**  (.833***  (.549%**  (.306%**  (0.960***  (0.837**F* (.423%**
Portugal 0.151%* 0.361%**  0.575%**  (Q.2501***  (0.672%*%% (0.711%%*  (.312%%*  (.976%** (.845%**
Austria 0.145%%* 0.119 -0.109* 0.161* 0.304* —0.24%**%  (0.221%* 0.754%%*%  —(0.290%**
Finland 0.286*** —0.047 0.334%**  (.388*** (.198 0.524%**  (0.447***  (0.604* 0.559%#%*%*
Germany 0.445%*%*  (0.876%**  0.041 0.539#**  1.232%*%% (.06 0.643%*%*  1.582%**% —(.098
Luxembourg 0.253%** D 338*** _()287***F (.456%*F* —29.606%** —0.386%** (0.440%** —_30.277*** —(.462%*%*
UK —0.160%**  (0.595%** —0.388*** —(0.029 0.919%** —(0.334%**  (.023 1.209%**  —(0.290%**
Hungary 0.855%**  —(0.810***  (0.694***  1.307**%* —(0.338 0.825%**  1.7774***  (.126 0.724%#%%*
Constant 3.661**%* —(.331 3.146%**  3.667*%** —(0.647 2.975%*%* 3 678*%**% —1.406%* 2.635%%*
R’ 0.474 0.329 0.257
N 270,447 167,876 86,450

Note: *p <0.10, ** p < 0.05, *** p < 0.01.

Source: ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).
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job is a short-hours or a regular job. Because all coefficients of the exit states
of part-time employed females are negative, we can conclude that part-time is
an absorbing state from which few people leave. This confirms the results
from the descriptive part showing that the majority of females working part-
time in a particular year remain in part-time employment one year later.
Furthermore, the results show that looking at the medium-term effects
(after three and five years), we observe that the probability of part-timers
being engaged in full-time jobs is still lower than that of full-timers but the
‘scarring effect’ is diminishing in size (from —3.908 for full-time employment
after one year to —2.297 after five years). Whether or not we can speak of a
true scarring effect depends on the extent to which being in part-time
employment is the result of constraints on the labour market. If working part-
time is out of free will, then we cannot speak of scarring. The estimates show
that respondents who work part-time because of caring obligations or because
they simply do not want to work more hours are less likely to be engaged in
full-time employment in the future. This effect persists over time. Mothers
with children between the ages of 6 and 16 are more likely to make a tran-
sition into full-time employment, probably because as children grow older, it
becomes easier to combine full-time employment and caring obligations."!
Females who currently work part-time because of caring obligations or
because of housework are significantly less likely to make a transition to full-
time employment.'? The effect does not slow down much as one looks ahead
in the career one, three and five years later. On the one hand, this shows that
working part-time offers females a relatively strong attachment to the labour
market and that their strategy of working part-time is indeed associated with
the stage of the life course they are in reflecting their need to combine work
and care. On the other hand, the results show that the opportunities for full-
time employment for caring mothers are still poor, even in the medium term.
In the medium term, Dutch females in particular are less likely to be engaged
in full-time employment, but they are also less likely to exit to non-
employment compared to Danish females (see also Fouarge and Baaijens,
2006). Engaging in a full-time job is also less likely to happen in Belgium,
Ireland, Austria, Luxembourg and the UK. On the contrary, females in the
Southern European countries (especially Portugal), Hungary and Finland are
more likely than Danish females to be working in a full-time job in the
medium-term. This reflects the cross-sectional evidence discussed above.
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9.6 EFFECT OF CHILDBIRTH ON HOURS WORKED

The birth of a child is a major life course event that affects young parents’
personal and social life. Such an event, however, has potentially also an
impact on parent’s working time. In particular, the new-born child and
infants require additional care which might reduce the time available for
labour market participation. In this section, we focus on the effect of
childbirth on the labour supply of young parents. The analyses are performed
on a sample that only included people from 18 to 45 years of age, as this is
the most relevant group when it comes to childbirth.

In Figure 9.6, we use the pooled dataset to depict the average number of
hours worked in the year of childbirth, as well as up to 3 years prior and after
childbirth."

Average number of hours worked
2

t3 t-2 t-1 childbirth t+1 t+2 t+3
Years to hirth

Males ~777777 Females

Source:  ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).

Figure 9.6 Average number of working hours of working males and females
before and after childbirth, aged 18—45 years old

All respondents becoming parents are included, irrespective of their labour
market status. Respondents who are not engaged in paid employment are
assumed to work zero hours. Henceforth, the lines in the graph are the
combined effect of (1) respondents reducing their number of hours, and (2)
respondents withdrawing from the labour market.

As the figure shows, childbirth has no effect on the labour supply
(working hours) of fathers. Mothers do adapt their labour supply with an
average decrease in working hours that amounts to 5 hours per week. There
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seems to be an anticipation effect (with females already reducing their labour
supply as childbirth approaches) and a small recovery effect (with a small
increase in the labour supply three years after childbirth).

In order to better understand the total effect as depicted in Figure 9.6, we
have computed the labour market status and working hours two years before
and two years after childbirth. Moreover, the computation was done for
females having their first child and for females who already had children
before giving birth to another child. The results are represented in Figure 9.7.
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EU Denmark™ ~— — Finland
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E Portugal "~ "®7"" Greece

Source:  ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).

Figure 9.7 Labour market status of young mothers (18—45), 2 years before
and 2 years after childbirth (percentages)

First it is important to note that the participation prior to and after childbirth
is higher for females who gave birth to their first child. Moreover, females
who already have children are more likely to work part-time. The reason for
this is that having more than one child makes it even more difficult to
combine caring obligations and employment. Second, as the figure shows,
the reduction in the average number of hours worked as depicted in Figure
9.6 is due to two changes in the labour supply of females following birth. On
the one hand, the largest part of the effect on average hours is due to females
withdrawing from the labour market. This is the case for females giving birth
to their first child — their participation rate drops significantly — but it is also
the case for females giving birth to additional children. On the other hand, the
drop in hours is also party explained by the reduction in the number of hours
worked by females giving birth to their first child.
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The effect of childbirth on the labour supply of young females (hours
worked) varies significantly among countries. In Figure 9.8, we have plotted
the average number of working hours before and after childbirth for countries
where the effect of childbirth on working hours is below average in the EU."*
Figure 9.9 contains the same plot for countries where the effect of childbirth
on hours worked is above average in the EU.

First child

Second child or more

o 1

60 50 40 30 20 10 0 10 20 30 40 50 60 70
percent

L] 1. .

not working working 1-14 hrs working 15-34 hrs working 35+ hrs

Source:  ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).

Figure 9.8 Average number of working hours of females (18—45) before and
after childbirth in 7 countries (effect is below EU average)

In two countries, Portugal and Denmark, childbirth does not lead to a
permanent decrease in the number of hours worked by females (see Figure
9.8). In Greece and Belgium, the reduction in working hours is relatively
small whereas in Finland the reduction is only temporary while females
return to their pre-birth level of working hours within two years following
childbirth.

In the other group of countries (Figure 9.9), two countries show a
remarkable pattern of pre- and post birth participation. In Germany and
Hungary, the number of hours worked drops significantly in the year of child-
birth because many females withdraw from the labour market. Participation
only recovers slightly in the years following childbirth. In fact, the sharp
decrease in the number of hours worked among German and Hungarian
females following childbirth is the result of a significant withdrawal from the
labour market. Generally speaking, where the labour market participation rate
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of young mothers is high prior to childbirth such as in Denmark, the
Netherlands, Belgium and Portugal (major exceptions are Austria and
Hungary), it tends to remain high even after childbirth. However, in
Denmark, the Netherlands and Belgium this goes along with a significant
increase in part-time employment, but not in Portugal. We might contend that
the role of institutional support to working mothers for allowing them to keep
on working and not to withdraw nearly fully is important in this respect. In
countries where the level of institutional support is high such as in Denmark
and the Netherlands women tend not to withdraw fully and to stay longer in
part-time work than in countries where such support is lacking.

Average number of hours worked

T _— T
-3 t-2 t1  childbirth 4y 2 t+3
Years to birth

EU the Netherlands™ — Ireland
UK T Y Germany  * 7 Luxembourg

> Ttaly ~""°"7" Spain Hungary

Source: ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).

Figure 9.9 Average number of working hours of females (18—45) before and
after childbirth in 8 countries (effect is above EU average)

9.7 INCOME AND SOCIAL TRANSFERS

9.7.1 Income in Various Stages of the Life course

In two studies of Anxo et al. (2005) and Klammer and Keuzenkamp (2005),
the ECHP data were used to assess the impact of social transfers on
household income. The conclusion then was that ‘social security benefits are
mainly concentrated in two phases of life: when people have children in the
household and during retirement, when people are 60 years or older.” (Klam-
mer and Keuzenkamp, 2005, p. 61; see also Anxo et al., 2005, p. 59-63).
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Here, we focus on the composition of individual income of young females
and find that social security benefits are especially important in the life phase
in which females raise children, but especially when they have to do that
alone as single mothers (Figure 9.10)."

Couple no child

Couple youngest child 0-5

Couple youngest child 6-16

Single no child

Single youngest child 0-5

Single youngest child 6-16

0 5,000 10,000 15,000

. .
income from income from Sthesinasma
employment public transfers

Source:  ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).

Figure 9.10 Composition of the personal income of young females (18—45) by
household type in 2001 (in 2000 for PPP corrected euros)

Figure 9.10 reveals a similar static view on the life course as in the approach
of Klammer and Keuzenkamp (2005) and Anxo et al. (2005). The evidence
suggests that people go through the various life stages though respondents are
only observed in one of these stages. To circumvent this problem, we have
opted for a dynamic view on the life course by using real longitudinal data
and by focusing on the effects over time of a particular but significant life
course event (childbirth) on net personal income.

9.7.2 Income Effect of Childbirth

To assess the effect of (an increase in) caring obligations we computed pre-
and post birth total net yearly personal income, the net yearly personal
income from employment, and the net yearly personal income from public
transfers. The yearly income from employment and from public transfers is
zero when no income of such type is received by the respondent. The results
are presented in Figure 9.11 for females aged 18 to 45 years and giving birth
during the observation period.



30 Flexibility and Employment Security in Europe

=
=
=8
=1
2 /—\/’_
E B
g % T
= g
== ~
= S
=)
=
2 g
£E
< et T T T s
=1 il
=3 —
=
; : : ; i ; ‘
t-3 t-2 t-1 childbirth  t+1 t+2 t+3

Years to birth

Yearly personal
income

Yearly income from Yearly income
public transfers from employment

Source:  ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).

Figure 9.11 Pre and post birth yearly net personal income, all females aged
18—45 years (in 2000 for purchasing power parities corrected euros)

The figure shows that the yearly income from employment drops from some
8,000 euro in the years prior to childbirth to approximately 6,000 euro in the
years following. This, of course is an average for all mothers and the income
drop from employment is the combined effect of several things: (1) of the
true evolution of the incomes of working females, (2) the reduction in female
labour supply (see above) with a downsizing effect on the yearly wage, and
3) the withdrawal of females from the labour market (in which case the
income drops to zero).

For females who remain in employment, the effect is less dramatic (Figure
9.12) and the reduction is either the result of a reduction in the number of
hours worked (which reduces yearly income), or the result of a change in
hourly earnings after childbirth, or a mix of these two effects. Childbirth does
result in a permanent lower level of income from employment on a yearly
basis due to the permanent reduction in the number of hours worked per
week as it was depicted in Figure 9.6. The reduction in labour income is only
partly compensated by an average increase in the income from public
transfers (see Figure 9.11). Henceforth, the total effect of childbirth on net
personal income is negative but less negative than the effect on net labour
income.
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Figure 9.12 Pre and post birth yearly income, females aged 18—45 who
remained employed (in 2000 for PPP corrected euros)

9.7.3 Modelling the Effect of Childbirth on Income

To assess the effect of childbirth on female labour income, we have then
estimated a regression model on annual net personal labour income. We
estimated a fixed-effects panel regression model that is explained in Box 9.2.
The results are presented in Table 9.7.

Because of our focus on the effect of childbirth on female labour income,
the model was estimated for females only who remained in paid employment
and who did not drop out. Though increasingly so women tend to stay in
employment after childbirth, the results are still not generally applicable to
other females.'® The estimates show that net of observed and unobserved
time constant characteristics, childbirth has a significant negative effect on
net yearly personal income from employment. The birth of a child reduces
the net labour market income by some 5 per cent (—0.218/4.056).

The effect of childbirth on reducing the yearly wage income is rather
strong as the first model shows. The second model with the country dummies
included show that the childbirth effect is stronger in Austria and Finland
than in the reference country Denmark, while the income loss is less than in
Denmark in the Netherlands, Italy, Greece, Luxembourg and the UK. In
Portugal, the yearly income after childbirth is larger than before childbirth.
The reasons for these differences across counties are associated with the
functioning of the labour market, the generosity of the transfer system and the
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Box 9.2 The panel regression model

Our data contain information on the annual income of an individual i at each time
point (year). Panel data techniques make use of this particular type of data
structure and enable us to model the dependent variable (income) as a function of
observed time varying characteristics in the data — such as the occurrence of a
childbirth — and unobserved time constant characteristics of the respondents. The
fixed-effects panel model estimated has the following form:

Vi =0+ Px, t i, +E,

where y;, is the annual income of individual i at time ¢, x; is a set of time varying
covariates, o is a constant term, y; is an individual specific unobserved effect, and
&, 18 an error term with standard properties. y; can be identified because of the
repeated measurement in the data, and it is not correlated to the error. Because we
use a fixed effects specification we do allow for possible correlation between the
fixed effects and other covariates in the model. Such a model better allows for a
causal interpretation of the effect of childbirth on income than would a regular
regression model do. The estimated parameter Sigma u is an estimate of the
standard deviation of the individual specific error, and Sigma & stands for the
standard error of the error term. The amount of error in the model that is due to
individual unobserved variation in the data is represented by Rho (Sigma u /
((Sigma p)* + (Sigma &)%). It provides an indication for the relevance of applying
such a model on the data. The variables included in the model are:

A dummy for childbirth;
A dummy for single mothers;
Number of hours worked per week;
Age and age squared (/100);
Education level: low, average (reference category), high;
Bad health: dummy for people having a bad or a very bad health;
Public sector: dummy for people working in the public sector
(coded O for people out of employment);
o Firm size: number of people working in the company
(coded O for people out of employment);
o Past unemployment: dummy for people reporting unemployment in
the past 5 years;

Year dummies;
Country dummies (that we also interact with the childbirth dummy).
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Table 9.7 Fixed effects panel regression model on yearly income, females
(18—45 years), 1994-2001 (beta coefficients)

Yearly wage income

Single 0.042 0.044
Hours worked per week (lag) 0.204 % 0.2 1
Age 0.174%%% 0.175%%%*
Age squared (/100) —0.169%** —0.170%**
Educational level (ref: average)

High 0.085** 0.086**
Low -0.073* -0.070*
Bad or very bad health —0.087%* —0.085%**
Working in the public sector 0.04 0.038
Firm size 0.067+%%* 0.067+*%%*
Unemployed in the last 5 years -0.103 -0.101
Year dummies (ref: 2000)

1995 0.01 0.004
1996 0.022 0.019
1997 0.050%*%* 0.050%*%*
1998 0.01 0.012
1999 0.013 0.014
Childbirth —0.218%**

Childbirth * Country (ref: Denmark) —0.371%%*
Netherlands 0.321%**
Belgium 0.188
France 0.145
Ireland 0.192
Italy 0.209%*
Greece 0.363%*
Spain 0.132
Portugal 0.486%*7*
Austria —0.786%**
Finland —0.314%*%*
Germany -0.1
Luxembourg 0.252%*
UK 0.239%*
Hungary 0.497
Constant 4.056%** 4.032%5
R’ 0.016 0.018

N 68,354 68,354

Sigma p 1.868 1.865
Sigma ¢ 1.149 1.148
Rho 0.725 0.725

Note: *p <0.10, ** p < 0.05, *** p < 0.001.

Source: ECHP, 1994-2001 (Eurostat); HHS, 1992-1997 (TARKI).
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supporting role of families or social networks. According to Anxo et al.
(2005) using cross-sectional data particularly in Sweden — more so than in the
Netherlands or the UK — the transfer system appeared capable to compensate
the earnings loss of women with young children (under seven) almost
completely. The findings presented here point to the impact of institutional
support mechanisms to cushion the earnings losses due to childbirth and
caring duties.

The other variables included in the model show that investments in human
capital pay off for women since the yearly wage income is higher for higher
educated and lower for lower educated women. Women who keep on
working long hours after childbirth obviously have a higher yearly wage
income than women who reduce working hours more. Also the results by age
confirm our predictions from the human capital theory: as experience (or age)
increases, income also increases, but at a decreasing rate.

After some age threshold earnings tend to fall again probably while for
older women it is harder to return into employment in longer hours jobs. For
the same reason women reporting bad health end up with a lower yearly
income, due to loss of productivity and hence of human capital. Women
working in larger firms are either better paid, even after controlling for
education level, age and health, or are capable of maintaining longer working
hours because of which their earnings losses are lower. This might just reflect
the better child care facilities in larger firms compared to smaller firms.

9.8 CONCLUSIONS

In this chapter, it is shown that the reasons why men and women choose to
work part-time are rather different. The different reasons constitute one of the
explanations why the share of part-time employment among males and
females are markedly different. It also partly explains why the use of it is also
very diverse across Europe. Females tend to use part-time employment for
the purpose of combining employment with caring obligations, whereas
males report very different reasons for working part-time showing their
dissimilar work strategies compared to females. This is also shown in the
transition rates out of part-time work. Females, more often than males, tend
to remain in part-time employment whereas men tend to move to longer
hours jobs. Therefore, the conclusion to be drawn is that males consider a
part-time job to be a transitory state towards full-time employment and not a
quasi-permanent state as it is for quite a number of women. This seems
particularly the case in countries where part-time work tends to become the
norm for women such as in the Netherlands where most women work part-
time. If we observe the differences across Europe it turns out that overall in
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Europe only 7.5 per cent of European male workers were employed in a part-
time job, but more than a third of females. The percentage of females in part-
time jobs however varies largely across Europe; it appeared lowest in
Slovakia (4.1 per cent) and largest in the Netherlands (75 per cent).

We have examined several of our expectations associated with the so-
called ‘scarring’ thesis. First of all, we expected part-time workers to have a
lower probability to be in full-time employment later in the career than full-
time workers; this is indeed confirmed, but this ‘negative’ effect becomes
smaller as the observation period is extended. Second, we assumed that part-
timers due to building up less human capital during their part-time career are
more likely to make a transition into non-employment later in the career; this
is also confirmed. Third, we contended that th