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Female labor market participation: why should we care?

Several groups in the population have relatively low participation
rates.

Why should policy makers in particular be concerned about increasing
female labor market participation?
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What explains female labor market participation?

There is strong variation in female labor market participation between
countries.

There is strong variation in female labor market participation over
time.
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Evolution of Female Labor Force Participation over Time
(OECD)
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Comparison of Male and Female Labor Force Participation
in 2000 (OECD)

Labor Force Participation Rates in 2000
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Part-Time Work among Employed Women in 2000
(OECD)

Fraction of Part Time Workers Among Employed Women 
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What explains female labor market participation?

Time to do housework - technical progress

Fridge
Washing machine

Oral contraceptives - pill

Skill biased technological change

Increase in demand for white color jobs
Increase in service sector

Increase in female education

Flexible working arrangement

Child care facilities

The tax and transfer system

Affirmative action

Culture
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Joint taxation and female labor supply: Germany

In Germany married couples file their taxes jointly and there is full
income splitting

Joint taxation with full income splitting induces negative working
incentives for the secondary earner - most often the wife

Steiner and Wrohlich (2004) simulate the hypothetical effect of
individual taxation

They find on average an increase in working hours by about 10%
The effects are particular large for West Germany

Peter Haan (J. W. Goethe Universität) Europe and the US: Female labor market participation Summer term, 2010 8 / 32



Joint taxation and female labor supply: Germany

Budget constraint under joint progressive taxation:
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Splitting advantage of married couples
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Household specific in-work credits: US and UK

Earned income tax credit (EITC) in the US

Working Tax Credit (WTC) in the UK

Idea of in-work credit is to subsidizing low pay employment

Means-testing based on household income
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Household specific in-work credits: The WTC in the UK
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Working incentives induced by the WTC
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Why can culture explain female labor participation?

Most of the explanations for variation in female labor market
participation are endogenous

Culture: Set of beliefs, norms and preferences which vary between
countries and time

Identification of the effect of culture is very difficult

Fernandez (2007): Epidemiological approach - exploiting different
norms of children of migrants

Fernandez et al. (2004): Exploiting variation over US states in draft
rates for World War II

exogenous increase in female participation in the states with high draft
rates
higher female participation affect the norms of the next generation with
respect to female participation
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Culture and female participation in the US over time
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Fernandez (2007): Epidemiological approach - exploiting
different norms of children of migrants

Causality:

Do norms affect participation?
Does participation affect norms?

Isolate culture from economic effects which might change over time:

income taxation
child care

Identification strategy: exploiting different norms of children of
migrants who live now in the US

economic circumstances are the same
norms vary since migrants inherited the culture from their parents
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Future LFP as proxy for culture in home country: Variation
in 2003 (OECD)
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Data

US Census 1970 provides information about female labor participation
in the US and father’s place of birth

Proxy for culture in parents country: LFP in 1990 (ILO)

in a previous paper she uses LFP in 1950 (correlation between 1950
and 1990 about 0.5)

After some restrictions: 6774 women
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LFP Rates in 1990 and Immigrants’ Work Behavior in
1970: First evidence
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Regression results: Dependent variable - working hours per
week
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Attitudes in 1990 as cultural proxies

Information for the World Value Survey (WVS)

Questions:

1 Being a housewife is just as fullfilling as working for pay
2 Having a job is the best way for a woman to be an independent person

On average 1617 individuals from 18 countries were interviewed in the
1990/1991 survey

Use attitudes instead of LFP in 1990
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Attitudes towards Working Women from WVS
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Attitudes towards Working Women and Hours Worked
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Regression Results: Attitudes towards Housework
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Regression Results: Attitudes towards Job
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Fernandez et al. (2004): Mothers and Sons: Preference
Formation and Female Labor Force Dynamics

Idea: Change of norms of children (sons) if mothers start working

Dynamic theoretical model suggest two channels:

Sons with working mothers are more likely to marry working women
Sons with working mothers have higher home productivity thus their
wives are more likely to work

Empirical analysis: Exploiting variation over US states in draft rates
for World War II

exogenous increase in female participation in the states with high draft
rates
higher female participation affect the norms of the next generation with
respect to female participation
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Empirical evidence I

Based on cross sectional survey data, the authors establish that:

the working status of the mother in law has a significant positive effect
on the wife’s current labor supply
the working status of the own mother has no significant effect on the
wife’s current labor supply

To establish identification: Find exogenous variation in mother’s labor
force participation
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Empirical evidence II

Acemoglu et al. (2004) have shown that draft rates in the US for
World War II were to a large extent random and therefore this
variation can be seen as exogenous.

Mobilization rates varied from less than 42% (e.g. Georgia) and 52%
(e.g. Washington)

Estimate if this exogenous shock has an effect on mothers labor
market participation

Estimate if this exogenous shock has an effect on daughter’s or wife
of son’s labor market participation

Use census data between 1940 and 1980
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Estimation results I
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Estimation results II
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Estimation results III
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Conclusion

Culture seems to matter for behavior

Most explanations for behavior are somehow affected by culture

Identification is difficult
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