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5 WOMEN'S SHARE IN EARNINGS BEFORE AND AFTER 
THE BIRTH OF CHILDREN 

5.7 Introduction 
In a seminal paper Sörensen and McLanahan (1987) analysed married women's 
economic dependency using public use samples from the decennial US censuses 1940-
1980. They found that in 1940 the vast majority of married women were completely 
dependent on their spouses for economic support whereas in 1980 that complete 
dependence was true for a minority of women. However a majority of American women 
in 1980 still earned considerably less than their husbands and would have had to 
decrease their standards of living below the poverty line if they had to live off their own 
earnings. In 1940 among non-white US married couples, 9 percent earned equal or more 
than their husbands and in 1980 this was true for 24.4 percent. Among white American 
couples in 1940 5.6 percent earned equal or more than their husbands and in 1980 the 
corresponding figure had increased to 15.4 percent. Differences in labor supply between 
different groups of women accounted for the major differences. However not only 
women with young children in the US in 1980 had a high degree of economic 
dependence on their husbands but also older women who no longer had young children. 
Gustafsson and Bruyn-Hundt (1991) analyse data for Germany (1984), Sweden (1984) 
and the Netherlands (1988) and find that married women on average contribute a small 
fraction of joint family earnings. For Germany the earnings contributed by the wife is 
15 percent, in Sweden 28.8 percent and for the Netherlands 11.9 percent. Taking 
account of income tax systems after tax in the three countries German women 
contribute 12.4 percent, Swedish women 31.1 percent and Dutch women 11.6 percent. 
The largest difference between the three countries is for women with young children. 
Mothers with children 0-2 years old contributed 7.2 percent in Germany, 24.6 percent in 
Sweden and 6.6 percent in the Netherlands based on before tax earnings. Gustafsson 
and Stafford (1994) find that labor force participation and hours of work of mothers 
with young children differ very much between the three countries. For example are 44.5 
percent of US mothers of 2-3 year olds are non-participants against 73.2 percent Dutch 
mothers and 23.9 percent Swedish mothers. The Netherlands in the 1990s experienced a 
very rapid increase in female labor force participation also among mothers with young 
children. Kunnen et al. (OSA,1997) found that 57 percent of mothers with young 
children were labor force participants in 1996. These observations taken together 
indicate that labor force transitions around childbirth may be a significant determinant 
for future labor force participation and earnings. Labour force transitions are the subject 
of analysis in Chapter 4. The main findings are that before birth of the first child, 
German and British women are at least as likely to participate in paid employment as 
Swedish women but they are far less likely to be found in paid employment once they 
have become mothers than are Swedish mothers. By the time the first child is 36 months 
old 45 percent of German mothers is totally devoted to home and child care compared 
to 20 percent of Swedish mothers and 53 percent of British mothers. 
This chapter focuses on the analysis of earnings of mothers in Germany and Sweden, 
computing women's earned income as a proportion of family earnings before and after 
childbirth. We are interested in the economic vulnerability that women experience 
around childbirth. The outline of this chapter is the following. First we construct birth 
histories by using all waves of the household panel data sets to determine when a birth 



occurred. Then we use information on earnings for the women and their spouses, taking 
one survey before birth and two surveys after birth, which is approximately two years, 
to compute women's contribution to family earnings before and after giving birth. Next, 
we analyse the determinants of share of earnings of the wife decomposed into predicted 
wage, probability of labor force participation and predicted hours of work given labor 
force participation simplifying the analysis by assuming husbands income to be 
exogenous. We hypothesise that human capital accumulated before birth of first child 
will determine earnings during and after mothering of preschool children. We find 
evidence for this hypothesis. However we also find that across our two countries there 
are differences in labor force participation and hours of work for the same predicted 
wage. We interpret these differences as a result of different family policy regimes which 
make it more feasible to combine work and family in Sweden than in Germany. Finally 
we carry out a simulation holding characteristics of Swedish mothers constant and 
applying the German regressions and vice versa. 

5.2 Data and definition of variables 

In this chapter we work with the German Socio Economic Panel (GSOEP, 1983-1992, 
native Germans) and Swedish Household Market and Nonmarket Activities Panel 
(HUS, 1984-1996). We use our constructed fertility history and work file (See chapter 
3). In this chapter we analyse first and second births only and disregard births of higher 
parity. The reason for this disregard is that there are very few births of parity three and 
higher in our data sets. On the other hand the distinction between births of different 
birth order is important since labor force participation and earnings of the mother are 
likely to differ very much for example comparing behavior before first and before 
second birth or comparing behavior between births to behavior after last birth. 
Unfortunately we cannot know if an observed birth is the last birth because this type of 
panel data produces by its nature right censored observations. We choose to analyse all 
first births and all second births which means that our constructed samples of first time 
mothers and second time mothers are two different samples. In some cases they overlap 
since some women have both their first and second child during our observation period. 
We would not confine our sample to this subset because we work with small samples. 
The surveys contain information on human capital variables, earnings and hours worked 
of the mother and her spouse. From the German data we use the sample on native 
Germans in former West-Germany. Both the German and the Swedish samples are 
restricted to those cases where we have information on earnings of the mother and her 
spouse (including both married and cohabiting men, from now indicated as spouse or 
husband) both before and after birth.43 We define the wife's contribution to market 
earned household income as the proportion of the wife's earnings of the sum of the 
wife's and the husband's market earnings. 

Ideally we would like to observe the mothers at a given point in time before and after 
birth of the child. We know month and year of birth and labor force status of the mother 
on a monthly basis but earnings, hours of work per week and other explanatory 
variables of the mother and of her spouse have to be taken from the surveys. The 
GSOEP in every annual survey provides monthly labor force status information 
between surveys while HUS provides the monthly information in separate spell files. 

The data sets do not give information on who the father of the child is. In most cases the husband of 
the mother is also the father of the child but exceptions may occur. 
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Respondents have recorded their activity on a monthly basis according to about 8 
different kinds of status including gainfully employed, full time unpaid work at home, 
unemployed, full time student, retired or on leave (see also chapter 3). In GSOEP 
maternity leave becomes a separate category in labor force status from 1988. Before this 
survey the maternity leave category is recoded when women choose "other" as their 
labor force status and matched some other criteria. Maternity leave in HUS is included 
in a leave category that also contains sick leave and vacation. In GSOEP there are two 
categories for 'gainfully employed', full time gainfully employed and part time 
gainfully employed. In HUS information on full time and part time employment can be 
obtained from the spell files on monthly changes in weekly hours worked according to 5 
different groups of hours worked. 
Because we want to compute wage per hour for our analysis of earnings capacity we 
need hours worked per week and earnings of the mother and of her spouse around the 
date of birth. The HUS surveys are less frequent than the GSOEP. HUS surveys were 
carried out in 1984, 1986, 1988, 1991, 1993 and 1996 whereas the GSOEP has been 
carried out annually from 1984 onwards. Interviewed persons in HUS were asked to 
state their earnings before taxes according to whether they were paid by the hour, week, 
month or year. The HUS questionnaire asked people to state their normal hours of work 
per week including overtime which may be partly unpaid. The consecutive Swedish 
surveys are identical in this respect. ' 

Ideally we would like to fix the before mothering earnings at a date say 3 months before 
birth. However neither GSOEP nor HUS provides such information. We know month 
and year of birth and labor force status of the mother on a monthly basis, but earnings, 
hours of work per week and other explanatory variables of the mother and her spouse 
have to be taken from the waves (see chapter 3). We choose to observe earnings and 
hours of work one wave before the wave in which the child is born and two waves after. 
When data on earnings in HUS were not available from a survey at most one year 
before birth, we used a variable on 'income from employment last year', in connection 
with hours of work for that year. The question on hours was then calculated on the basis 
of information on the number of months per year the person worked on a full-time basis, 
a long or a short part-time basis. 
The Swedish and the German data are comparable in survey information on average 
weekly hours worked. For Germany we used "Tatsaechliche Wochenarbeitszeit" which 
is weekly hours worked including paid and unpaid overtime work. Before tax earnings 
in the GSOEP are "Arbeitsverdienst brutto letzter Monat" which includes paid overtime 
work plus other benefits but not vacation money. The following survey year vacation 

44 The hours classification is 1-15, 15-25, 25-35, 35-45 and 45+. 
45 The question on weekly hours of work in HUS is worded: On average, how many hours per week are 
you currently working at your main job, including paid and unpaid overtime? The question on average 
earnings is worded: How much do you normally earn before taxes per hour, per week, every two weeks, 
per month, per year.' 
4,1 There were two questions on earnings of the year before the survey in HUS: 
The first concerned 'Income from employment last year'. How much did your employment income 
amount to in 19(AA)? AA=survey year minus 1. Income from employment means total employment 
income, no capital income, but after deductions from employment. In 1988 and in 1991 the earnings are 
before deductions and have been reduced by SEK 3000 (schablon=travel cost compensation). The second 
question concerned 'Cash earnings in last year'. How much did your cash earnings amount to in I9AA. 
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money is included in a question concerning different categories of payment but there are 
many missing values on this question. This means that German earnings are understated 
in comparison to Swedish earnings because there is the habit in Germany to pay a 13th 
month of vacation salary which is not included in 'Arbeitsverdienst brutto letzter 
Monat' while there is no extra vacation money in Sweden. Swedes have to save from 
their twelve monthly earnings for their vacation. There may also be cases of German 
women who are on maternity leave and do not answer this question about last year or 
fill in that their earnings are zero. The Swedish wage variable is constructed from 
hourly wages or monthly earnings depending on the actual pay from the individual 
whereas the GSOEP always supplies monthly earnings information at the survey date. 
We calculated hourly wages by dividing monthly earnings by hours worked, whereas 
earnings were given on a monthly basis. We recomputed earnings and wages for both 
countries into constant prices of 199347. Swedish crowns have been translated into 
German marks by the purchasing power parity of 1993, which is one DM equals 4.71 
SEK in 1993 (OECD 1995). 
We use information on human capital accumulated by the mother at the time of birth of 
the child (see chapter 3). We believe that the best comparability across countries is 
achieved by working with 5 levels of schooling: 1. only compulsory school or less, 2 
more than compulsory school but not high school, 3: high school: Abitur, 
Studentexamen, 4: some college or vocational training on top of high school and 5: 
university graduate or higher. 

5.3 Women's contribution to family income 

Whereas the long run effects of labor force interruptions on earnings have been 
researched both using cross sectional data (Mincer and Polacheck 1974, Corcoran & 
Duncan 1978, Dankmeyer 1996, Gustafsson 1981, Albrecht et.al. 1997) and using 
longitudinal data (Mincer and Ofek 1982) this chapter focuses on the short run effects. 
We believe that the short run effects around childbearing are a major determinant of the 
long run effects on women's economic vulnerability. 
The time of measuring earnings and work hours before and after childbearing, depends on 
whether the child was born right before a survey or after a survey. The earnings data are 
comparable across countries and before and after birth and across observations which are 
taken from all the different birth events from the early 1980s up to and including the early 
1990s by the purchasing power transformation. Results are presented in Table 5.1. 
We have identified 259 first births and 193 second births in Germany for which we have 
also been able to find earnings data for the woman and her husband both one survey 
before birth and two surveys after births. For Sweden we have identified 146 first births 
and 131 second births for which earnings information is available for the woman and 
her husband. In principle the earnings information is taken one survey before birth and 
two surveys after birth but as indicated above it is more complicated in the Swedish data 
because the surveys have not been annual and for some observations earnings 
information has been taken from the tax register information of 'earnings last year' 
which was merged to the HUS survey after permission had been received from the 
interview persons. 

This means for example that earnings of 1984 are multiplied by 1.83 for Sweden and German 
earnings of 1984 are multiplied by 1.23 at 93 prices. 
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Table 5.1: Monthly earnings of women and their spouses one year (wave) before and 
two years (waves) after the birth of the first and the second child in former West-
Germany and Sweden (DM:S 1993) 

Panel A:All women having a first or a second child with family earnings>0 
women's earn ngs spouses' earnings women's contribution 

to family earnings 

N before after before after before after 

Germany 

first child 259 1,454 657 3,497 3,965 0.29 0.14 

second child 193 523 870 3,791 3,764 0.12 0.19 

Sweden 

first child 146 2,124 2,014 2,753 3,069 0.44 0.40 

second child 131 1,993 1,699 2,973 3,247 0.41 0.34 

Panel B:if women's hours in paid work >0 before birth of the child 
women's earnings spouses' earnings women's contribution 

to family earnings 

N before after before after before after 

Germany 

first child 154 2,286 845 3,469 4,039 0.38 0.17 

second child 58 1,659 2,303 3,877 3,020 0.30 0.43 

Sweden 

first child 79 2,449 1,953 3,307 3,344 0.43 0.37 

second child 58 2,019 1,809 2,947 3,306 0.41 0.35 

Panel C:if women's hours in paid work >0 two years after birth 
women's earn ngs spouses's earnings women's contribution 

to family earnings 

N before after before after before after 

Germany 

first child 91 1,762 1,976 3,266 3,736 0.35 0.35 

second child 46 1,746 2,060 4,087 2,547 0.29 0.45 

Sweden 

first child 96 2,177 1,962 3,025 3,265 0.42 0.38 

second child 82 2,023 1,815 3,057 3,253 0.36 0.36 

Source: own computations based on all waves GSOEP (1984-1992), HUS (1984-1996) 

The major impression from Table 5.1 is that Swedish women go through the 
childbearing process without any substantial drop in earnings. The variation in the 
proportion of family income earned by the women in Sweden is from 44 percent before 
first birth to 34 percent after second birth. The smallest earnings of German women 
occur after the birth of the first child and before the second child when German women 
only secure 12 to 14 percent of family earned income. All entries in Table 5.1 show that 
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German women have smaller earnings in comparison to their husbands than Swedish 
women have. Whereas Swedish women always lower their earnings after birth in 
comparison to before childbearing. This is true also for German first time mothers but 
not for German second time mothers who rather increase their earnings after their 
second birth in comparison to before their second birth. 
In panels B and C we present two different subsets of the data given in panel A. Panel B 
is delimited to women for whom we know that their hours of paid work were positive 
before the birth of the child and panel C is delimited to women for whom we know that 
they had positive hours of paid work after the birth of their child. For both the German 
and the Swedish mothers this is substantially fewer women than the totals of panel A. 
Restricting the German sample to those who worked for pay before or after birth of the 
child increases average earnings of the woman substantially whereas average earnings 
and wife's contribution hardly change for the Swedish women and the small change is 
even not in the expected direction. This suggests that Swedish women may have earnings 
although we do not observe them to have positive hours of work. The paid parental leave 
benefit may explain for this. During our observation period the paid parental leave benefit 
in Sweden was 90 percent of previous earnings for 12 months and a per diem for three 
additional months (see Chapter 2). 
One of the reasons we have more observations on earnings than on hours of work is that 
we have occasionally used the tax register information. There is no retrospective 
information on hours of work data corresponding to this. The German data with annual 
waves and annual information on earnings and on hours of work gives more information 
and we also observe that average earnings change in the expected way. German women 
who worked two years after the second birth seem to be a select group. The results 
indicate that husbands of these women decrease their earnings after the second birth and 
that the average earnings of the women exceed that of their husbands. This indicates 
that these fathers may have decreased their hours of work maybe in order to make time 
free for care of the young child. Swedish husbands on the other hand in all three panels 
increase their earnings after birth of their child in comparison to before the child was 
born. In fact, in all three panels, German fathers decreased their incomes after the birth 
of the second child but increased their earnings after the first child. 
Carlin & Flood (1997) show by using time use data and survey data from the HUS 1984 
panel, that Swedish fathers do adjust their actual hours of work downwards when they 
have young children. Table 5.1 shows that men do not adjust their earnings downwards 
but rather increase their earnings from before they have a child to after the birth. 
However the variation in earnings before the birth of the child compared to after the 
birth of the child is only from one percent to 12 percent. This result is of course 
perfectly in line with the Carlin & Flood (1997) result because most of the adjustment 
of working hours of Swedish fathers is done within the limits that the parental benefits 
system allows. The German data show much more dramatic changes both for mothers 
and fathers. Fathers increase their earnings after birth of first child and decrease 
earnings after birth of the second child. For the German mothers it is the other way 
around, namely, dramatic decreases in income after first child and substantial increases 
after the second child is born. The exception is in panel C where first time mothers also 
increase their earnings from before to after birth of the first child. In the next sections 
we will analyse to what extent the changes in income are due to changes in wages, labor 
force participation or hours of work for workers. 
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5.4 An explanation of the change in earnings around childbirth 

Romantic love stories in the 1950s ended with a kiss confirming the decision to marry 
with the implicit assumption that the couple then lived happily ever after. The troubles 
of combining work and family were not in a young woman's perception. A young 
person of the 1990s is probably much more aware of this problem. Having a child is an 
important and joyful event in a young couple's life but very time consuming and for the 
woman it can also be very costly. The young man can count on being able to pursue his 
career interests and can also claim that this is in the interest of the family but for the 
young woman it is much more difficult. She may have to forsake her career and 
earnings for being a mother or she may have to forsake the joy of becoming a mother 
because her career demands do not allow mothering. 
This difficult 'either or' situation induces women to postpone the birth of their first 
child maybe sometimes to the point where there is no choice anymore. We therefore 
observe as low fertility rates as 1.2 in Spain and Italy where the combination of work 
and children has been regarded as a nonexistent problem until recently. One scholar 
regards Italy as Aundertertiairized' (Bettio, 1996) i.e. having far too little supply of 
services, that might help the combination of work and family. The tertiairization can be 
market organised or organised by services supplied by the public sector for day care for 
children and elderly people. Many other aspects of the organisation of the society such 
as a match between school hours and office hours, increased shop opening hours, and 
access to banking and postal services electronically will facilitate the combination of 
work and family. However the basic fact that children cost time cannot be altered 
simply because children need their parents time and parents need their children. The joy 
of children that parents feel cannot exist unless time is spent together with the child. 
Realistically the younger the child the more time consuming. In fact Gustafsson and 
Kjulin (1994), using information from the Swedish HUS survey, show that time costs of 
children are larger for smaller children 1-3 years old than for children 4-7 years old. 
Both active child care time and time spent on total household work by parents were 
larger for the youngest children than for the somewhat older children. 
We want to decompose earnings of the mother after giving birth to a child. Our model 
can be written in the following way: 

(!) y," =p,"w,"(h,"\p, =1) 

yt
a in equation (1) is earnings of the mother after birth t, index t=l,2 for first and second 

birth, pia is labor force participation of the mother after birth, which equals 1 if the 
mother participates in the labor force, otherwise it is zero, h,;' is hours of work per week 
for workers. We then estimate the following set of equations: 

(2) w,h =w,h(Hc,) 

(3) w, =w,(w,'') 

(4) p, =p,(w,h>y,'") 

(5)h,=h,(w;,y;')\ p,=\ 
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Wage before first birth w,b in equation (2) depends on the woman's human capital (HC) 
before birth for first and second births t=l,2. This regression is shown in Table 2 for 
German and Swedish women having a first birth. Wage after childbearing w, in (3) 
depends on wage before childbearing for first and second births. Labor force 
participation after birth pt in (4) depends on wage before birth and husband's income at 
the point of decision i.e. after birth. Weekly hours of work for labor force participants h, 
(5) depends on wage before first birth and husband's income at the point of decision i.e. 
after birth. We are employing an individual model taking husband's income as 
exogenous for the woman. 

5.5 Results of estimations on labor supply of recent mothers 
Most studies of women's labor supply include variables on family composition, number 
of children and children's age (Killingsworth & Heekman (1986), Gustafsson (1992), 
Vlasblom (1998)). In this study we have instead selected the women at precisely the 
same moment in their family building cycle namely at the point of having their first 
birth or second birth respectively. 
The first step in our analysis includes standard human capital wage regressions (Mincer, 
1974) on wage before birth. The reason for using wage before first birth as a prediction 
also for the second birth is because wages earned during the interbirth period may be of 
a more incidental character. The results are given in Table 5.2. For the German women 
we use the 154 women who have a positive wage observed before the birth of their first 
child (panel B of Table 5.1) to predict wage before first birth for all the 259 women who 
are observed to have a first child (panel A of Table 5.1). Similarly we use the 79 
Swedish first time mothers who have an observed positive wage before their first birth 
to predict wage before first birth for all the 146 mothers who had a first birth during our 
observation period. The wage regressions of Table 5.2 perform reasonably well. Years 
of experience and the square of years of experience given education have the expected 
signs showing an increasing wage at a decreasing growth rate which is in line with 
human capital theory. The German set of dummy variables for schooling show the 
expected increase in wage the longer the education. The Swedish set of schooling 
variables are less decisive. For example, university graduates do earn less than women 
with some college or vocational training, but the t-values are not large enough to 
conclude that there are indeed wage differentials between the different educational 
groups. 
In Table 5.3 results of estimations of relations (3), (4) and (5) are given. We have 
based the number of observations for which we had information on all the relevant 
variables. For the regression on wage after giving birth to the first child there are 91 
German women who are observed to have positive earnings two surveys after giving 
birth. However, we use hourly wage in the regression of Table 5.3 which requires 
information on hours worked. This is the reason we lose 6 observations between 
panel C of Table 5.1 and the wage regression in the first column in Table 5.3. The 
second column of Table 5.3 on labor force participation is estimated on 224 
observations. For this regression we have made use of the monthly recording of labor 
force status which allows assessing exactly how many months it took before a recent 
mother entered the labor force after childbearing (see chapter 3 and 4). The wage and 
income variables perform with expected results for the labor force participation 
decision 24 months after birth of the first child for first time German mothers. The 
higher her own predicted wage is the more likely she is to participate in the labor force 
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Table 5.2: Wage regressions one survey before birth for recent mothers in Germany 
and Sweden 

Germany Sweden 
wage bfr 1 stb means 

(st.d.) 
wage bl Istb means 

(st.d.) 
OLS 2.580 OLS 2.638 
ln(w) (0.44) ln(w) (0.48) 

const. 1.794 
(15.99) 

1.664 
(4.60) 

schooling 
l=university 0.753 

(4.31) 
0.698 
(1.96) 

2= 0.537 
(3.78) 

0.820 
(1.78) 

3= 0.355 
(2.56) 

0.475 
(1.09) 

4= 0.234 
(2.37) 

0.324 
(1.90) 

5= <8 years 
5=base 
expmo 0.105 7.56 0.082 6.37 

(4.98) (4.29) (2.81) (4.9) 
expsq -0.004 75.45 -0.003 64.2 

(-3.78) (91.7) (-2.60) (104.7) 
R2 0.31 0.26 
n (regression) 154 79 
observed dep.var. 
pred.dep.var.mean 2.510 

(0.31) 
2.643 
(0.21) 

n (prediction) 259 146 

Source: own computations based on all waves GSOEP (1984-1992) and HUS(1984-I996). Earnings 
and hours are found in the surveys, that is for Germany (GSOEP: 1984,1985,.., 1992), for Sweden 
(HUS 1984,1986,1988,1991,1993,1996). Mean age of the mother at first birth (observed wage) is 
27.5 for Germany, 28.9 for Sweden. 

and the higher her husband's income the less likely she is to participate in the labor 
force. Between column 1 and column 3 we lose another 8 observations because of 
missing values on husband's earnings 24 months after the first child is born. However 
the regression of columns (4) through (6) shows a clear result that German second time 
mothers base their decision on hours of work and labour force particpation on their 
predicted wage before first birth. The wage effect is positive implying that women with 
higher wages work longer hours i.e. the substitution effect is larger than the income 
effect, which agrees with other research on women's labor supply. Similar reasons as 
for first time mothers make us lose 1 observation in the regression of column (4) in 
comparison to panel C of Table 5.1 and 3 observations in column (6) in comparison to 
panel C in Table 5.1. 
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Turning to the regressions of Swedish mothers columns (7)-(9) we observe that there is 
no loss of observations in column (7) to (9) in comparison to panel C of Table 5.1. 
However labor force status from the monthly spell data of the HUS on the basis of 
which we created the variable labor force status 24 months after birth of the first child 
was available for 113 women out of the 146 women who had a first birth during our 
observation period. Because the way the Swedish HUS data set has been collected and 
organised it has been a major detective work to search through all different files for the 
relevant information. The results of the Swedish regressions are less conclusive than the 
results of the German regressions. We find that the higher the first time mother's wage, 
the more likely she is to participate in the labor force but she does not base the decision 
on hours of work on her wage. Husband's income does not have a significant effect on 
either a first time mother's labor supply decision or on a second time Swedish mother's 
labor force decision. This result is in line with results in Chapter 4 which showed that 
about 80 percent of Swedish mothers are labor force participants within 24 months after 
giving birth to a child. 

5.5 Decomposition of after birth's earnings: a comparison between Germany and 
Sweden using simulations 

In panel A of Table 5.4 we present observed means of the component parts of women's 
contribution to family income two surveys after the survey in which the child is born. In 
panel B of Table 5.4 we use values predicted from the regressions of Table 5.3 from own 
country regressions. The purpose of panel B is to show how well our simplified model 
can predict mother's contribution to couples' earnings using the regressions of Table 5.3. 
In panel C of Table 5.4 we analyse what the predicted values would be if the labor supply 
behavior of recent mothers had followed the regressions estimated for the other country. 
In Table 5.3 above there are three estimated equations for each country G, S (Germany 
and Sweden) and for each parity (t) 1,2 (first and second child birth) of the following 
forms: 

(6) In w, = a0 + a,w'' + e, 

(7) logit p, =ß0 + ßlw,"+ß1y:+u, 

(ß)h, =y0+ylw,"+r2y;"+e, 
In panel B of Table 5.4 we predict women's hourly wage, women's labor force 

particiaption and women's working week using own country regressions according to : 

(6') pred.own= lnvt>, = a0 + a , wt' 

(7') pred.own = logitp,° = ß0° + ß''w''G + ß2
('y"'0 

.„, . j ,"G C , G bO , G mC, 

(8 ) pred.own = h, =y 0 + y, w, +y2 y, 
and similarly for Sweden with superindex G changed for a superindex S. The mean of 
the individual predictions are given in Table 5.4. For labor force participation the 
probability derived from the logit regression is presented. In panel C of Table 5.4 we 
use the regression of the other country to predict women's hourly wage, women's labor 
force particpation rate and women's working week. For Germany this is: 

(6") pred.own = Inw, ' = aa + «, w, 

(7") pred.own = logit p , '= /?„ ' + /3, w, " + ß2 y,"1 

(8 ) pred.own = ra, =y 0 +y, w, +y2 y. 



Table 5.4: Mother's contribution to family earnings 24 months after birth in Sweden 
and Germany predicted using own country regressions and other country regressions 

Germany Sweden 

First birth Second birth First birth Second birth 

A. Observed means 

1. wagemo/hrsmo>0 18.86 19.28 16.14 16.12 

2. hrsmo/hrsmo>0 24.96 22.78 31.81 29.34 

3. inc.mo=(l)*(2)*4.3 2,024 1,889 2,207 2,034 

4. inc.spouse/hrsmo>0 3,736 2,547 3,265 3,253 

5. contrib.w=(3)/((3)+(4)) 0.35 0.43 0.40 0.38 

6. lfp 0.38 0.31 0.77 0.81 

7. inc.all=(3)*(6) 749 514 1,699 1,648 

8. inc. spouse all 3,965 3,764 3,069 3,247 

9. contrib.all=(7)/((7)+(8)) 0.16 0.12 0.35 0.34 

B. Predicted by own country regressions and own characteristics'1 

1. pred.wagemo/hrsmo>0 18.72 16.94 15.96 16.78 

2. pred.hrsmo/hrsmo>0 22.92 20.45 32.76 26.50 

3. pred.inc.mo=(l)*(2)*4.3 1,845 1,490 2,238 1,912 

4. inc.spouse/hrsmo>0 (observed) 3,736 2,547 3,265 3,253 

5. contrib.w=(3)/((3)+(4)) 0.33 0.37 0.41 0.37 

6. pred.lfp 0.37 0.32 0.83 0.84 

7. pred.inc.all=(3)*(6) 614 481 1,858 1,606 

8. inc.spouse all (observed) 3.965 3,764 3,069 3,247 

9. pred.contrib.all=(7)/((7)+(8)) 0.13 0.11 0.38 0.33 

C. Predicted by other country regressions a) 

1. pred.wagemo/hrsmo>0 15.32 16.86 19.46 21.63 

2. pred.hrsmo/hrsmo>0 32.17 29.25 25.00 25.17 

3. pred.inc.mo=(D*(2)*4.3 2,119 2,121 2,091 2,341 

4. inc.spouse/hrsmo>0 (observed) 3,736 2,547 3,265 3,253 

5. contrib.w =(3)/((3)+(4)) 0.36 0.45 0.39 0.42 

6. pred.lfp 0.82 0.83 0.39 0.29 

7. pred.inc.all=(3)*(6) 1,738 1,760 815 679 

8. inc.spouse all (observed) 3,965 3,764 3,069 3,247 

9. pred.contrib.ali=(7)/((7)+(8)) 0.30 0.32 0.21 0.17 

Source: own computations based on all waves of GSOEP (1984-1992) and HUS (1984-1996). See for 
definition of variables Table 5.3. *' Predictions are based on regressions from Table 5.3. 
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For the Swedish predictions in panel C of Table 5.4 we used the German regressions 
(6), (7) and (8) and predicted wages, probability of labor force participation and hours 
of work given that the person participates in the labor force. The means of the individual 
predictions are presented in Table 5.4. In panel A of Table 5.4 we find that wages of 
German mothers who were labor force participants 24 months after birth are larger than 
wages of Swedish mothers but hours of work are smaller for German than for Swedish 
mothers so that the total difference in average monthly income of working mothers is 
within 200 Deutsche Marks per months i.e. 10 percent of a monthly income, see the 
third row of panel A of Table 5.4. The third row of Table 5.4A does not coincide 
perfectly with the numbers given in Table 5.1C because in Table 5.4 we have computed 
wages and hours of work and multiplied them, whereas in Table 5.1 we have used 
monthly income as reported in the respective surveys. Income of the spouse is taken as 
reported and coincides with the numbers given in Table 5.1. The proportion of wife's 
earnings in couples joint earnings for the subgroup of women who worked when their 
child was two years old, does not differ very much between Germany and Sweden. The 
variation is from 0.35 to 0.43 in row 4 of Table 5.4A. The large difference between 
Germany and Sweden is in labor force participation of mothers when the child is about 
two years old. Whereas 38 percent of first time mothers and 31 percent of second time 
German mothers were in paid work when their child was two years old, this was true for 
77 percent of first time Swedish mothers and 81 percent of second time Swedish 
mothers. The average income of all German mothers including nonparticipants in the 
labor force is therefore less than half of that of Swedish first time mothers and less than 
one third of that of second time Swedish mothers. The resulting proportion of couple's 
earnings contributed by the wife is therefore not more than 16 percent for German first 
time mothers compared to 35 percent for Swedish first time mothers, and 12 per cent for 
German second time mothers compared to 34 percent for Swedish second time mothers. 
In panel B we analyse how well our simple model predicts the woman's contribution to 
family earnings. We come fairly close, within a few percentage points, with the biggest 
relative discrepancy being that the prediction for German first time mothers show that 
they contribute 13 percent of earnings in panel 5.4B whereas it is 16 percent in panel 
5.4A and 14 percent in Table 5.1 A. However the differences between our two countries 
are much bigger. Comparing panel 5.4C (pred.other) to panel 5.4B (pred.own.) shows 
that the Swedish regressions for given characteristics imply smaller wages, longer hours 
of work for labor force participating mothers and a larger labor force participation than 
the German regressions. The overall result is that German mothers would, given their 
characteristics, have increased their earnings from about II to 16 percent of family 
earnings to 30 to 32 percent of family earnings if they had behaved according to 
Swedish regressions. Furthermore, Swedish mothers would have decreased their 
earnings' share in the family earnings from about 33 to 38 percent to about 17 to 21 
percent. 

We believe that these differences can be ascribed to the fact that there are many more 
facilities to combine work and family in Sweden than in Germany due to better 
provisions in family policies such as paid parental leaves, subsidised full day care for 
children, the right for full-time workers to shorten work hours to a six hours work day 
until the child is 8 years old, long shop opening hours etc. The Swedish political history 
during most of the 20th century has been that of social democratic governments whereas 
the Federal Republic of Germany during most of its history has been dominated by 
christian democratic governments with its stronger emphasis on traditional family 
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values and mother's place in the home, for further discussion on family policies see 
Chapter 2 above. 

5.6 Concluding Remarks 

This chapter is a contribution to the research on the effect of childbearing on women's 
career and earnings. Different from most research along these lines we study a more 
short term effect of' a childbirth on earnings rather than the long run effect, which has 
been studied previously (Mincer and Polacheck 1974, Gustafsson, 1981, Mertens, 
1998). We believe that the most vulnerable period in a woman's career and her future 
capability of providing for herself is the immediate period around childbearing. The 
degree to which earning and mothering can be made compatible is crucial for these 
effects. By using all available waves from the German (1984-1993) and Swedish (1984-
1996) panel data we were able to construct birth histories and date earnings of mothers 
and fathers before and after childbirth. We show that German women earned a smaller 
proportion of family earnings also before they had their first child than Swedish women, 
but that this proportion becomes smaller after giving birth to the first child going from 
0.29 to 0.14. Whereas for Swedish women women's proportion of family earnings went 
from 0.44 before giving birth to the first child to 0.40 after they became first time 
mothers. The difference between the two countries was caused both by smaller labor 
force participation and shorter hours of work for labor force participants for German 
mothers in comparison to Swedish mothers for similar hourly wages and human capital 
characteristics before mothering. We interpret this as a result of differences in family 
policies between the two countries. 
In this chapter we showed how German women lost substantial earnings during their 
childbearing period earning on average only about one third when their child was two 
years old of what they earned before they became mothers. Swedish mothers on the 
other hand earned 80 to 90 percent of their prematernity earnings when their child was 
two years old, both for first and second time mothers. 
In this chapter we regarded husband's income as exogenously given. However the data 
also reveal that some German fathers adjust their incomes downwards after the arrival 
of a second child. Swedish fathers on the other hand do on average increase earnings 
about 10 percent after the first and after the second child, which would be normal for a 
three year period for a young male without adjusting work hours. This is a topic which 
we have not addressed in this chapter but it does suggest that the incompatibility of 
work and family in a minority of German cases is solved by the parents in a non 
traditional way, whereas the Swedish young parents solve their compatibility problem 
by having the mother work a six hours work day and the father remain in full time work. 
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