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Abstract 

 

The aim of this essay is to examine the influence of childcare costs on mother’s employment in 

European countries. Previous literature indicates that having a child represents a penalty for a 

woman’s career and integration into the labour market. An empirical analysis has been 

conducted using the OLS method and cross-national data. We have focused our study on 17 

European countries and on data from one particular year.  

Our findings suggest that a high childcare cost is related to a low maternal employment rate 

and/or a high share of employed mothers working part-time. As a result, the variations in 

childcare cost may be partly responsible for the variation in mother’s employment across 

European countries. 

The main limitation of this analysis is the small number of observations. Due to the lack of 

statistical significance of most of the coefficient, we can only suggest a hypothesis that needs 

to be investigated by further research.  
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1 Introduction 
 

Research on gender differences in earnings and other labour market outcomes has 

intensified during the past decades. On account of traditions and social norms, women have 

always been the ones staying at home and taking care of children. As showed in Blossfeld and 

Drobnic (2001), after childbirth, men are likely to increase their work time whilst women 

decrease their working time or exit the labour market. This topic attracts renewed interest 

among researchers because of the on-going changes in family structures, in gender roles and 

also in labour market structures. 

Matthews (1999) suggests that having a child puts an obstacle on women’s careers and 

consequently drives a reduction in family sizes. Thus, in the past decades, European countries 

have experienced a reduction in fertility rates and a rise in women’s labour market participation 

rates. McDonald (2000) shows the more gender regimes are unequal, the more fertility rates are 

low.  

 

Thanks to a societal development, women nowadays face a trade-off between staying at home 

with children or working to create a career. If both parents work, childcare policies and 

programs must be provided or purchased. These costs are not negligible for parents and 

especially not for women. Childcare costs are not homogeneous within European countries and 

create work inequalities among European women.  

Besides childcare programs, family social policies and availability of childcare differs between 

countries.  

Financial support for families can take on different forms; universal support given to all families 

depending on the number of children or, for instance, “cash-for-care” support (given to parents 

when they stay at home to take care of children). Parental or maternal leave policies are also a 

support for parents after childbirth. Furthermore, welfare states also show support with 

childcare availability policies, making access to childcare easier.  

However, maternal labour market participation rates are not only influenced by the existence 

of childcare programs or by childcare costs but also by several other factors including gender 

discrimination, the fertility rate, variables related to childcare such as the enrolment of 

childcare, childcare availability and the use of parental leave and informal childcare. 
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Nevertheless, the childcare cost is supposedly the most important to observe, and to analyse its 

influence on women’s labour market. Anxo et al. (2006) argue that pre-school children reduce 

women’s employment rate. In fact, mothers face a higher burden of caring responsibilities 

compared to fathers. They also claim that the family composition can have a larger effect on 

women’s behavior depending on the national policy regime. 

 

This present essay compares the differences in childcare cost across 17 European countries1 

and if these differences are correlated with the differences in the labour force 

participation/working hours of women. We found it worthwhile to contribute to this subject of 

study by analyzing both the maternal employment rate and the share of women working part-

time and full-time. Therefore, the aim of our research is to measure to what extent 

childcare cost differences among European countries influence labour force participation 

of mothers.  

 

To answer this research question, a background is reviewed in section 2. Section 3 summarizes 

the previous research covering our topic. The fourth section presents the theoretical framework. 

This part will be followed by the description of the data we used in Section 5 and the 

methodological framework in Section 6. We then report the results (Section 7). We discuss 

deeper the results and their limitations in Section 8. Finally, the last section summarizes the 

main conclusions.  

  

                                                 
1 The studied countries are: Austria, France, Spain, Portugal, Hungary, Slovak Republic, Slovenia, UK, Ireland, 

Finland, Netherlands, Denmark, Poland, Greece, Czech Republic, Belgium, Luxembourg 
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2 Background 
 

Through social changes since the middle of the 19th century, women’s increased emancipation 

has led to changes in women’s roles for their family. According to Anxo et al. (2006), there is 

a movement from the “male breadwinner” toward “dual earner” in the family resulting from 

the growing proportion of women on the labour market. Women’s lives changed and began to 

not be limited to taking care of children and staying at home. Women’s subsequent entry into 

the formal labour market created a need for childcare. 

 

2.1 Differences in welfare state regimes 
 

Welfare states had to implement and create new policies offering childcare to encourage women 

to work. The view of the mother by the welfare state has an important impact on maternal 

employment. The more welfare states give importance to mothers as workers, the more they act 

in favour of their labour market participation. For instance, various policies from European 

welfare states focused on reducing the opportunity cost of children for mothers. Specifically, 

they created policies to subsidize childcare, create leave or allow higher leave length. Therefore, 

family policies influence differently mother’s participation rates.   

Lewis and Pascall (2004) as well as Esping-Andersen (1999) highlight this relationship between 

differences in welfare state regimes and variations in women labour supply. Generally, 

Northern countries have been more generous to support working mothers than South countries, 

and consequently face better fertility rates and labour market participation. 

 

2.2 Differences in labour market 
 

We have to consider in this study that the countries also differ in terms of labour market systems 

(Ribery et al., 2012). The gender equality in the different countries depends on the available 

jobs on the labour markets. For instance, if most of the jobs available are part-time jobs, the 

women are more likely to participate in the labour market even though they are working only a 

few hours. However, it is well-known from previous literature that part-time jobs are unstable 

(Matteazzi et al., 2014). It results in a segregation against mothers on the labour market.   

Further, if the public sector holds the majority of the market, the women are more likely to have 

secure jobs and therefore to participate in the labour market. Another factor which has an 
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influence on maternal employment is working time regimes. In fact, long full time contracts 

incite the women to choose part-time contracts.  

The ability to quit and re-enter the labour market for mothers depends on labour market 

mobility patterns. Labour markets which allow high mobility offer more opportunities to 

women since they can interrupt their careers.  

Guinea-Martin and Solera (2013) suggest that female-dominated occupations generally lead to 

lower earnings. In this sense, the opportunity cost is less important for women to move in and 

out of the labour market. The reasons why women work in low paid jobs are either that they 

self-select occupations which fit to family requirements or that they endure employer 

discrimination. Therefore, women in female-dominated occupations are more likely to quit the 

labour market. Also, personal service jobs (care for the elderly) rise in view of population aging 

where women are overrepresented. Consequently, they have more opportunities on the labour 

market but are subject to lower earnings (Guinea-Martin and Solera, 2013) 

 

In previous research, some classifications have been done about the European countries. Below, 

we review two of them: One from Anxo et al. (2006) and another from Gauthier (1996). 

 

2.3 Anxo et al. classification    
 

Anxo et al. (2006) draw a classification between seven European countries. They take into 

account differences in working time policy, family reconciliation policy and employment 

regimes. They qualify the first group as The Nordic “universal breadwinner” model with 

Sweden. This group is characterized by a high and sustainable employment rate resulting in 

mainly full time working contracts. One of the features of these countries is a low degree of 

gender differences on the labour market. 

The second group is named The “modified breadwinner”, traduced by the French model. 

Despite the fact that the majority of mothers work full time, some of them quit the labour market 

when children are young. Hence, in this category it is complicated for women to work during 

the whole life without interruptions. 

Moreover, Anxo et al. also create a third group The Mediterranean “exit or full-time” model 

illustrated by Spain and Italy. These two countries have the lowest female employment rate in 

Europe and a substantial “male breadwinner” tradition. In this category, mothers, are either 

working full-time or are out of the labour market because of several reasons: a low public 
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spending in public childcare, limited parental leave systems and scarce availability of part-time 

jobs. 

Finally, the fourth group is composed of Netherlands, Germany and UK and is characterized 

by maternal part-time work. Here the public childcare services are limited. Also, the part-time 

model is supported by the welfare state through different policies. Consequently, it is common 

for the mothers to work part-time.  

 

2.4 Gautier classification according to childcare policies  
 

Gautier (1996) analyses and classifies countries according to childcare policies. He draws a 

classification of four groups: the pro-natalist (policies to reconcile work and family), the-

traditional (family is the priority but not a lot of responsibilities are taken), pro-egalitarian 

(promotion of gender equality) and the non-interventionist (focus only on families in need). 

Structures of childcare systems across European countries differ strongly, therefore European 

mothers do not face equal availability and quality of childcare. For instance, the UK and 

Netherlands do not have a substantial childcare supply, unlike France and North countries. 

Besides the availability of childcare, the cost of childcare is the second most influential factor 

for childcare use. The most well-known country to have highest childcare costs is the UK 

because childcare is mostly private. However, in several countries childcare is often public and 

so results in lower costs.  This is the case in Northern countries. 

Regarding labour market regimes, the UK is known to have a huge share of part-time workers 

in the overall workers as well as the Netherlands and Denmark. Conversely, Italy and Spain do 

not have a big proportion of part-time workers at all. 

Following the Gautier’s cluster in terms of childcare policies, France and Belgium are in the 

pro-natalist group, Italy and Spain in the pro-traditional one, Denmark and Netherlands are the 

typical examples for the pro-egalitarian group and finally the UK represents the non-

interventionist group. 

 

2.5 Practical application 
 

We can draw our own classification taking into account Gautier and Anxo et al. (2006) 

classifications as well as the patterns observed in the tables (appendix 4). 
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We identify a first group illustrated by Denmark and comparable to the “universal breadwinner” 

group from Anxo et al. (2006) and to the “pro-egalitarian group” from Gauthier. As indicated 

in table 4A, Denmark has one of the highest maternal employment rates in Europe. Also, Danish 

employed mothers are mainly working full-time (appendix 4B). Appendix 4F reveals that 

Denmark has one of the lowest gender wage gaps. This welfare state implements policies in 

order to promote a gender equality and facilitate women’s integration into the labour market. 

Especially, the low childcare costs allow mothers to pursue their careers without interruptions. 

The second category is characterized by France and Finland. These can be assimilating to the 

pro-natalist’s performed by Gauthier and to the “modified breadwinner” from Anxo et al. 

(2006). As illustrated in the tables 4A and 4B, the female participation is high and the employed 

mothers are working full-time. Indeed, this pattern emerges from a welfare state that gives 

particular attention to childcare policies. Contrary to Denmark, the gender wage gap is 

substantial (appendix 4F). The first priority of welfare states might not be to improve the gender 

equality but more to act in favour of childcare. 

Furthermore, a third group is similar to the Mediterranean “exit or full-time” and to the “pro-

traditional” category respectively to Anxo et al. (2006) and to Gauthier (1996). In line with our 

data, it includes Poland, Greece and Spain. As reported in table 4D, Greece and Poland have a 

low enrolment in childcare. These welfare states support traditional labour market structures.  

In contrast to the first two groups, the maternal employment rate is low and the share of mothers 

working full-time is high (appendix 4A and 4B). It can be explained by both low availability of 

part-time work and public childcare on the markets.  

Finally, Netherlands, Austria, Ireland and UK, are identified especially by a high share of 

mothers working part-time (appendix 4B) and a high child care cost. Anxo et al. (2006) refer to 

a “maternal part-time work” group and Gauthier (2006), to a “non-interventionist” model. 

Mothers tend to reduce working hours after childbirth believing that welfare states do not 

provide substantial childcare infrastructures or childcare subsidies. Moreover, the gender wage 

gap is more important in these countries due to the high share of women working part-time and 

the lower quality of part-time jobs (compared to full-time job).  

However, some of the observed patterns can also be explained by cultural differences. 

If a country has a tendency towards a traditional view of mothers as housewives (appendix 4E), 

then mothers’ participation to the labour market is expected to be low and the employed mothers 

might work part-time.  
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As an example, Austria has a low childcare cost and the maternal employment rate is mostly 

composed of part-time working mothers. This controversy may be due to the culture. Despite 

the low cost of childcare, mothers do not take advantage of it. The reason is that in Austria, it 

is common for mothers to stay at home and take care of children. The high gender wage gap in 

this country reinforces this phenomenon. 

   

To sum up, the main observations concerning the effect of childcare cost on maternal 

employment are mainly the result of welfare state policies and labour market structures. 

Nevertheless, the cultural feature can influence the welfare state policies, and consequently the 

maternal employment. In other words, the effect of the culture has to be qualified. The cultural 

influence on maternal integration into the labour market is not as direct as the institutional ones. 

In some cases, the institutions may reflect the cultural feature.  

Several other factors related to the labour market also affect the mother’s incentives to work. 

For instance, a high labour market mobility can help mothers to re-enter the labour market after 

maternity leave. Similarly, a labour market characterized by a high share of public sector work, 

can secure mother’s employment. Finally, a short full-time workweek can encourage mothers 

to be more easily integrated into the labour market.   
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3 Literature review 
 

3.1 Cost of childcare and the women labour participation 
 

The influence of childcare costs on women re-entering the labour market after having children 

has been investigated thoroughly in the international literature. Most of the studies generally 

find that an increase in childcare costs has a negative impact on mother’s employment 

participation. Similarly, a rise in childcare allowances has a positive impact on mothers’ 

incentives to work. Nevertheless, the estimated labour supply elasticities to child care cost vary 

across studies going from 0 to -1. The reason is that researchers use different methodologies, 

data and sample composition (married, single, high-skilled or low-skilled). For instance, the 

mother’s response to an increase in the childcare benefits can differ according to the traditions 

or institutional differences across countries. 

One of the first scholars to investigate this topic was Heckman (1974). Heckman finds a 

negative relationship between childcare cost and female labour participation. He also stresses 

the point that the likelihood of women with young children to be in work is not only affected 

by the cost of formal childcare but also by their informal childcare possibilities. In fact, if the 

price of market child care is high, mothers are likely to resort to informal methods of childcare 

such as grand-parents.  

Following his work, a number of studies have examined the effect of childcare cost on mothers’ 

labour supply by looking at the variation in child-care costs across individuals. Ribar (1992) 

investigates the effect of market and nonmarket childcare services on the labour supply of 

married women. He considers the following theoretical model: “higher wages increase the 

likelihood of labour force participation and that higher costs decrease the likelihood of child 

care utilization”. Ribar provides results in agreement with the model and the economic theory 

since he shows that higher wages have a positive impact and higher childcare costs have a 

negative impact on married women’s labour force participation. By estimating a structural 

probit model, Connelly (1992) suggests a low participation rate among married mothers with 

young children in US is due to the high childcare cost. He estimates a labour supply elasticity 

to child care cost of -0,2% for married mothers of preschoolers in US. Powell (1997) uses a 

similar method to estimate the effect of childcare cost on labour force participation of married 

mothers in Canada and found an elasticity of -0,38. Anderson and Levin (1999) reveal similar 

results since they report an elasticity of -0,30 for married mothers and -0,47 for single mothers. 
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Contrary to the previous papers, they focus on the skills’ differences across mothers. They find 

out that the labour supply elasticity to childcare cost is higher for least-skilled mothers. The 

more mothers are skilled, the less the elasticity is important. Kimmel (1995) also measures an 

elasticity around -0,35 for single mothers with low income. In a subsequent paper (1998), he 

focuses on differences in responsiveness to childcare costs between married and single mothers. 

He concludes that single mothers are less sensitive in their employment decisions to the 

childcare cost than married mothers. Viitanen (2005) studies the consequences of formal 

childcare cost on female labour supply in the UK.  The UK has the highest net cost of childcare 

for families in Europe. This paper follows an empirical method to estimate jointly the 

employment and childcare decisions of mothers with preschool children. The results show that 

childcare subsidies have a low impact on labour force participation since the labour supply 

elasticity is only about 0,14. In summary, the structural literature confirms the negative 

relationship between mother’s labour supply and childcare costs even though the estimates 

differ according to the sample composition. One of the weaknesses of these studies is the 

difficulty in measuring the variation in child-care costs at the individual-level.  

Blau and Robins (1988) identify the childcare costs’ influence by considering regional 

differences in day care expenditure. The authors consider mother labour decisions and 

determinations to purchase market childcare are taken simultaneously.  They report childcare 

price influences the decision to purchase market childcare and become employed. He estimates 

a price elasticity of -0,38 with respect to employment and of 0,34 with respect to market 

childcare for married women. 

 

3.2 Childcare availability and women labour participation 

 

More recent papers investigate the effect of childcare availability on the labour supply of 

mothers with young children. Gelbach (2002) compares the employment in US for mothers 

with children just above and below the eligibility age for public school since it erases the 

childcare need for mothers. He considers public schools as a kind of free childcare. He finds 

that public school enrolment increases the labour participation rate for both single and married 

mothers. Furthermore, a number of scientists exploit the exogenous variation in child care cost 

caused by childcare reform to conduct their analysis. Cascio (2009) addresses the topic by 

looking at the effect of a policy experiment in the US that introduced kindergartens into 

American Public schools. This policy increased the childcare enrolment of young children. 
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Cascio used a difference-in-difference estimate to measure the impact of the policy on mothers’ 

labour force participation. She reveals that single mothers’ workforce participation increased 

with the implementation of this reform. Lefebvre and Merrigan (2008) also used a natural 

experiment by looking at the impact of a childcare policy in Quebec implemented in 1997. This 

reform considerably decreased the price of childcare and offered free full-time access to 

kindergartens. The difference-in-difference they applied, by comparing mothers with young 

children before and after the implementation of the policy, again confirms the link between the 

expansion of childcare availability and the increase in mothers’ labour supply. Havnes and 

Mogstad (2009) deal with the topic by examining the effect of a childcare reform in Norway in 

1975. The reform gave more responsibility to municipalities for childcare and also increased 

childcare subsidies. The goal of this reform was to lead to a rapid growth of kindergartens. The 

findings barely show a causal impact of childcare coverage expansion on the increase of 

maternal employment. On the whole, these different studies find a considerable positive effect 

of the availability of childcare facilities on mothers’ labour participation. 

 

3.3 Some childcare benefits drop the childcare costs 
 

Other researchers study the impact of childcare benefit reforms, which directly decrease 

childcare costs. In this field, most of the researchers use natural experiment. Blau and Tekin 

(2007) study the impact of childcare subsidies for single mothers in the US. They use household 

survey data from the post-reform period to examine if receiving subsidy has any effect on 

employment. They report evidence that single mothers with children under age 13 who receive 

subsidy were about 5 percentage points more likely to be employed that those who do not 

benefit from these subsidies. Viitanen (2011) discusses the effect of introducing a private child-

care voucher system in Finland. Viitanen used a propensity-score matching approach to 

compare mothers with similar observed characteristics in the treated and non-treated areas. She 

demonstrates that the families answered by reducing the utilization of informal care and moving 

to private childcare. In fact, the private care increased by 3 to 5 percentage points for children 

from 3 to 5 years old. She also shows that the introduction of a voucher increases the maternal 

employment in regions with limited child-care availability. Lundin and al. (2008) analyse if, 

reducing the cost of childcare can impact an established high women’s labour supply in 

Sweden. They investigated the exogenous variation in childcare cost created by a reform in 

2002. This reform set a limitation on the childcare cost’s price fixed by municipalities. The 
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study analysed households with similar observed characteristics and the experience of different 

childcare costs according to where they live. Therefore, the author was able to measure the 

reform’s effect with a difference-in-difference regression matching method. The results indicate 

that mothers’ labour supply does not seem to be affected by this further reduction in childcare 

costs. Sweden already had low childcare costs and a high labour supply before this reform’s 

implementation. Therefore, the choice of mothers to not work before the reform was influenced 

by reasons other than the cost of childcare. 

 

3.4 Other benefits increase the relative price of childcare 
 

A few recent studies investigate the effect of a reform that increases the child-care benefits for 

the family who are taking care of children at home. Consequently, these reforms raise the 

relative price of non-maternal childcare. Gathmann and Sass (2012) study mothers’ 

responsiveness to a reform in the Länder of Thuringia (Germany), which consists in giving 

subsidies to families that do not attend public day-care facilities. The relative price of public 

childcare increases compared to maternal childcare. For mothers using public childcare, the net 

return from work decreases. Thus, it is likely that they reduce their labour force supply to take 

care of their children. For mothers not using public childcare, this benefit pushes them to stay 

outside the labour market. The authors used a difference-in-differences model by comparing 

child care use and labour supply in Thuringia (treated area) with the rest of Germany (not-

treated area) before and after the policy change. The findings show that the female labour supply 

decreased following the introduction of this policy. Schirle (2012) reviews this topic by 

investigating the introduction effect of universal childcare benefit (UCCB2) in Canada in 2006. 

He analysed whether mothers modify their labour market participation when receiving the 

UCCB. Theoretically, as the UCCB leads to an income effect, the individuals are expected to 

reduce their working time and increase their leisure time. The UCCB also raised the individual’s 

reservation wage, hence mothers could leave the labour market.  Schirle uses a difference-in-

difference method to test these hypotheses. He compares the labour market participation rate of 

married Canadians whose youngest child is aged 0-5 to married Canadians whose youngest 

child is aged 6-17, before and after the implementation of the UCCB. He also distinguishes the 

effect of this reform between lower and higher educated mothers. He finds that lower-educated 

                                                 
2 The UCCB (Universal Childcare Benefit) was introduced in 2006 as a taxable benefit designed to help Canadian 

families, as they try to balance work and family life, by supporting their child care choices through direct financial 

support. 
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mothers are more reactive to this childcare benefit that higher-educated mothers. Again, Koebel 

and Schirle (2015) analyse the effect of the introduction of the UCCB with the same method. 

However, they distinguish married and single mothers.  They provide further evidence that this 

reform decreases the likelihood of participating in the labour force for married mothers. Givord 

and Marbot (2015) discuss the impact of childcare allowances reform implemented in 2004 in 

France on the labour supply of mothers with preschool children. This policy increased 

childbearing and childcare subsidies for some households, in particular those with median 

earnings. Consequently, this policy creates an increase in the cost of childcare service and 

should theoretically result in a decrease in female labour force participation. By using a 

difference-in-difference strategy, the study identified a small impact on mothers’ labour supply 

from this policy. Some studies inquire into the impact of reforms which reduce the work 

incentives for parents (cash-for-care programs or of long parental leaves for instance). Schøne 

(2004) investigates the effect of the introduction in 1999 in Norway of a cash-for-care 

compensation scheme for parents not using public childcare facilities. The effect of this reform 

was an increase in the relative price of non-maternal childcare. Applying a difference-in-

difference approach, Schøne shows that the implementation of a child-for-care subsidy has a 

negative impact on mothers’ labour supply. 

 

3.5 Parental leaves and maternal labour force participation 
 

Recent articles also invest the effect of parental leave on female participation. Ronsen and 

Sundstrom (2001) discuss how the mother’s employment rate is impacted by parental leave or 

childcare programs in Finland, Sweden and Norway. The theory predicts an increase in the 

reservation wage while receiving paid leave. Women are then less inclined to return to work. 

However, a long parental leave facilitates the return to work for mothers who want to stay at 

home a long time after the birth, otherwise they would have dropped out of the labour force.  

The results show a higher probability for women to enter or re-enter the labour market when 

they have a paid leave during the three years following the birth. Leave tends to delay the re-

entry of women into the labour supply. On the whole, this analysis suggests that very long leave 

entitlements and child-minding benefit programs could have negative consequences on 

women's labour force participation.  
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3.6 Family policies through Europe 
 

A wide literature investigates the effect of public policies on female employment as a whole. 

In other words, they make a cross-national comparison, and analyse the results as a trend. 

Avdeyeva (2006) discusses the differences in public policies among western European 

countries that try by different kinds of policies to increase the employment of mothers. The 

analysis is only based on theories and papers. She studies each type of policy (childcare 

provisions, family tax credit, and parental leave) and assumes a convergence among countries. 

The macro-level analysis investigates on welfare state theories related to public policies of each 

country. As findings, there is no real harmonization of social policies but it begins to have 

positive signs on a possible convergence. Female labour participation rates are heterogeneous 

because of disparities in public policies across European countries. Del Boca et al. (2008) study 

the effect of social policies and labour market conditions across a European panel of countries, 

to investigate the mothers’ decisions on working or childbearing. They especially focus on part-

time work, parental leave, childcare and childcare allowances. The authors estimate the 

mother’s decisions to childbear or to work with controls for individual characteristics. Cross-

national differences in public policies are mainly responsible for differences in mother’s 

participation rates. All social policies investigated have a significant effect on women’s 

employment. Finally, they highlight that the labour market participation depends on the 

women’s level of education. In fact, the selected social policies have a huge effect on low-

skilled women’s labour participation, especially on part time workers. 
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4 Theoretical framework   
 

The theoretical framework defines how our subject is related to theories.  

 

4.1 The microeconomic theoretical framework  
 

First of all, women’s labour supply decisions are driven by the reservation wage.  At a micro-

level, the theory of time allocation is the main framework to analyse female labour market 

participation. It compares the reservation wage to the market wage for women. According to 

Borjas (2013), the reservation wage is the lowest wage at which a worker is willing to enter the 

labour market. The condition for an individual to enter the labour market is a positive surplus 

from labour. In other words, the utility level or income from working have to be higher than the 

reservation wage, otherwise the woman does not enter the labour market.  

Individual utility function is defined as consumption (C) and leisure (L). Individuals allocate 

time whether in consumption or leisure: U (C, L). The reservation wage can be regarded as the 

opportunity costs of working or the marginal value of leisure. 

According to Boeri and Van Ours (2008) analysis, the budget constraint of an individual is 

defined as:   

v + wh > c 

where v is the non-labour income, w the hourly wage, h the number of hours worked and c the 

consumption. The influence of the reservation wage on the labour supply decision is represented 

on the following graph. 

  

Graph 1: Individual labour supply decision 

 

Source: Boeri and Van Ours (2008) 
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Assuming that the total number of hours is constant, if the number of working hours is equal to 

0, therefore the budget constraint is only equal to v, which is traduced by the point A. The utility 

function 𝑈(𝐶, 𝐿) is represented on the graph by indifference curves, which are the 

representation of combination between consumption and leisure for the same level of utility 

(Borjas, 2013). The indifference curves are convex as they represent the substitutability 

between leisure and consumption. The reservation wage equals the slope of the indifference 

curve. The individual’s indifference between work and leisure is illustrated by point E. 

Furthermore, childcare costs’ effect on reservation wages need to be highlighted. From the 

utility function and the budget constraint principles of an individual, the mother’s utility 

function is drawn. Mothers allocate their time between consumption, leisure and also time on 

unpaid household activities (e.g. childcare). 

Therefore, external childcare must be provided while mothers are employed. External childcare 

hours incur a cost which is purchased on the market at price p. Thus, the new budget constraint 

is illustrated as:  

 

v + h(w-p) > c. 

 

The income disposable for consumption is represented by the non-labour income plus the net 

wage childcare price times the hours worked. Hence, the use of childcare negatively affects the 

budget constraint and consumption of mothers. Therefore, it negatively impacts the mothers’ 

labour supply decision. 

In modern societies, states provide subsidies to support family and counteract the negative 

effect of childcare cost. Consequently, the cost of childcare decreases and the new budget 

constraint is defined as:  

v + h(w-p+s) > c 

 

Subsidies can occur in several forms and have different effects on mothers’ incentives to work. 

Hypothetically, higher childcare costs decrease the mothers’ incentives to work. At the macro-

level, the impacts on women’s incentives to work depend on policies implemented by states. 

Several forms of policies emerge regarding childcare allowances: parental leave, cash-for-care 

and universal child care benefits. 

For instance, the cash-for-care benefit is a subsidy received in case the child does not attend a 

day-care. This subsidy decreases women’s incentives to work.  
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Governments can influence the reservation wage in different ways. First, they can carry out a 

policy which increases the non-labour income and consequently, the reservation wage. These 

polices decrease the incentives to work such as the UCCB. Conversely, other policies are 

implemented in order to increase the mother’s incentives to work. For instance, in order to 

reduce the formal childcare cost, families receive subsidies on the childcare price in a day-care 

center. Hence, mothers are encouraged to enter or stay on the labour market.  

 

4.2 Labour market discrimination 
 

Differences among individuals in earnings and employment opportunities appear on the labour 

market. The gender inequality is the issue of interest. Women labour market participation and 

earnings depend on discrimination. This latter occurs when participants in the marketplace take 

into account factors such as gender when making economic changes (Borjas, 2013).  

Women are potentially subjected to discrimination on the labour market. Women face lower 

earnings and employment opportunities than men. Consequently, mothers are more likely to 

face difficulties in entering the labour market. The discrimination can occur from employee, 

employers or customers. As a discrimination model, Becker permits to monetize the taste of 

discrimination. Becker’s analysis permitted a modern economic analysis of discrimination. It 

translates the notion of racial prejudice into the economy. The discrimination coefficient created 

by Becker “monetizes” this prejudice. Also, statistical discrimination can occur on the labour 

market. Due to a lack of information, firms consider observable characteristics (in this case, 

gender) to be correlated with individual performance.  

Therefore, the gender wage gap is considered as a potentially important factor in determining 

women’s level of employment. 
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5 Empirical specification  
 

To estimate the effect of childcare costs on mother’s employment, we use OLS regressions. 

Our dependent variable is continuous and we have multiple explanatory variables. Therefore, 

we use a linear model. Furthermore, since we have access to data for one year for 17 countries, 

we use a cross-sectional approach. 

We run the following OLS equation to estimate to what extent the differences in labour force 

participation across European countries can be explained by the cost of childcare but also others 

variables: 

 

Yi = α + β2Cost + β3 Enrol + β4 Infor + β5 Leave + β6 Gap + ε 

 

Yi = Women employment rates for mothers (15-64 year olds) with youngest child aged from 

3-5 

Cost = net childcare costs for a working couple with 150% of average earnings  

Enrol = Participation rates for 3 to 5 year olds in pre-primary education or primary school 

Infor = Use of informal childcare 

Leave = Use of leave per employed mothers 

Gap = Gender gap  

εi = error term, residual 

 

Our regressand is defined by the aggregate participation rate to labour force of prime-age 

women (25-54) with the youngest child aged from 3-5. This dependent variable appears to be 

the most relevant as this category of mothers are the most likely to require external childcare 

services.  

In the second step of our analysis, we estimate the effect of childcare cost on the number of 

working hours for employed mothers since some countries show high maternal employment 

rates while mothers are only working for a few hours. Hence, we use the same equation, except 

we modify the dependent variable. We look at the proportion of employed women with 

youngest child aged 3-5 working: 

- 1 to 29 weekly hours: part-time work 
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- 30 to 39 weekly hours: mostly part-time but also include full-time workers depending 

of the legislation 

- 40-44 weekly hours: full-time work 

- Up to 44 weekly hours: full-time work 

Thus, for hours worked, we estimate four models.  

 

The explanatory variable of most interest is the net cost of childcare. The net cost of childcare 

at the aggregate level is the most appropriate variable for country comparison. In fact, fees and 

childcare benefits received by families differ across countries. We expect from the theory, that 

women from countries with high childcare costs might have lower labour participation rates 

than women from countries with low child care costs. As a result, the coefficient of childcare 

cost variable is negative. In other words, the more the childcare cost is inconsequential, the less 

likely are mothers to work.  

Maternal employment is affected by others factors that we must take into account in the model 

in order to obtain relevant results. We chose to add four independent variables in the first 

specification of the model. First, we consider participation rate for children to preschool 

services as a complementary indicator to childcare costs.  Even though the cost of childcare is 

low, perhaps mothers wish to stay at home to take care of children. This situation is defined by 

both low net childcare cost and low childcare enrolment within a country. Moreover, the 

availability of childcare for children aged 3-5 differs across countries. For instance, in Belgium, 

Denmark or France the pre-primary education is universal (participation rates are really high) 

whereas in Canada less than half of the children aged 3-5 use pre-primary education or primary 

school services. Theoretically, we anticipate a positive coefficient for the enrolment rate. 

According to previous literature, an increase in pre-school enrolment impacts positively the 

labour force participation for mothers (Gelbach, 2002. Cascio, 2009). At the macro-level, 

greater is the share of children who participate in preschool, larger should be the mother’s 

participation rate. 

Additionally, the use of informal childcare at the country level is one of the variables we cannot 

omit in our model. Parents choose informal childcare providers as an alternative solution due 

to a lower cost and higher flexibility than formal childcare. Families are also likely to use both 

formal childcare and informal childcare to cover non-standard working hours. Therefore, these 

two types of childcare can be independent or complementary.  Countries with both high 

childcare costs and high mother’s participation rate tend to have a high use of informal 
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childcare. We assume a positive relationship between use of informal childcare and maternal 

employment so that the coefficient related to the use of informal childcare is positive. Arpino 

et al. (2010) show that having grandparents helping with childcare increases mothers’ labour 

market participation. The more mothers invoke to informal childcare, the more they are likely 

to participate in the labour market. 

Furthermore, we decide to include a parental/maternity leave variable. At the national-level, the 

parental or maternity leave policy can have a repercussion on mother’s employment. Mothers 

generally take-up the maternal or parental leave following the two years of childbirth. 

Therefore, we could first anticipate that this variable has no real impact on mothers with 

children aged from 3 to 5. However, we assume that the parental leave has an influence on 

mother’s incentives to restart work. In other words, the parental or maternal leave affects the 

participation rate of mothers with children aged from 3 to 5. According to the theory, we do not 

expect a clear relationship between leave and mother’s employment. In fact, as discussed by 

Ronsen and Sundstrom (2001), the impact of parental leave on women’s employment is 

doubtful. If the parental leave has first a negative impact on women’s employment following 

the childbirth, it can also facilitate the return to work and avoid a drop out of the labour force 

for mothers who want to stay at home after childbirth. These effects also depend on the leave’s 

length fixed by the legislation.  

Finally, we chose to incorporate into our model a gender gap wage variable. A high gender gap 

implies that mother’s wages are lower than their husband’s. Hence, they are more inclined to 

stay at home to take care of children. Consequently, we foresee a negative coefficient associated 

with this explanatory variable.  

Needless to say, other aspects influence mother’s employment rate at a macro-perspective. For 

different reasons, we chose to omit some variables, for instance the fertility rate. A high 

maternal employment rate could arise from a low fertility rate. Without children, the issue of 

finding childcare providers does not occur, hence they can easily participate in the labour 

market. However, we had to erase this variable from our model for a causality selection reason. 

It is likely that the fertility rate is highly correlated with the childcare costs. For instance, if a 

country has a high childcare cost, it decreases the woman’s incentives to have children. Thus, 

including this variable would lead to a biased estimation of our model. 

Secondly, we chose to exclude the cultural feature of the country regarding who should be the 

main provider of childcare among parents. We had access to data about attitudes towards gender 
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distribution of leave-taking. The question asked to build this indicator is “If both are in a similar 

work situation and are eligible for paid leave, how should this paid leave period be divided 

between the mother and the father?". The results of this survey question can be found in the 

Appendix (Table 4E).3  

Measurement difficulties lead us to erase some crucial variables from the model such as the 

quality of the childcare as well as labour market conditions and potential discrimination. Indeed, 

the quality of childcare has a significant impact on mother’s incentives to participate in the 

labour market. Low childcare quality discourages mothers from work. Furthermore, female 

labour participation is affected by labour market conditions of the country. For instance, a lack 

of labour demand also hinders mother working. Finally, in the case of high gender 

discrimination, women are more likely to be outside of the formal labour market.  

 

To address the problem of heteroscedasticity, we use robust estimators in our regressions. 

  

                                                 
3 We first found this survey interesting because it is a good indicator about the thinking concerning the 

place of the mother in the household. However, this cultural variable seems to also be correlated with 

many other variables that we have to take into account in our model. That is, if in a country the main 

thinking is that the mothers have to stop working to take care of the children, then it is likely that in this 

country a high proportion of mothers use maternal leave or that the participation rate to preschool and 

the use of informal childcare are low.  Also, we did not have information for all countries selected. 

Therefore, for these two latter reasons, we omitted this variable from our model. 
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6 Data 
 

In this section, we will introduce the data we use for our analysis.  

 

The data comes from the OECD Family Database.  This database provides cross-national 

indicators on family outcomes and family policies across the OECD countries. We especially 

focus on macro-data from the labour market position of families and the public policies for 

families and children. The collected data covers a wide range of indicators: maternal 

employment, distribution of working hours, childcare support, informal childcare, gender wage 

gap, parental/maternal leave. Given data limitation, we restricted our analysis to cross-national 

data from 17 European countries and from one year. We are aware of the drawback engendered 

by the small number of observations we have.  

Since our analysis is focus on the effect of childcare costs on mother’s employment, we first 

select as dependent variable, the maternal employment. The OECD data for this indicator comes 

from a national labour force survey. We focus our analysis on mothers aged from 15 to 64 years 

old with a youngest child aged 3-5. We justify this choice by explaining that before the child 

reaches the age of 3, women benefit from parental leave, so they do not resort to external 

childcare. Moreover, after reaching the age of 5, children generally go to school, which is 

considered as a kind of free childcare. Hence, mothers with a youngest child aged from 3 to 5 

are the most suitable group for our analysis. Data refers to the year 2013 for all countries our 

analysis is based on, except for Denmark and Finland. Data from these latter countries refers to 

2012.  

We also choose to investigate childcare costs’ effects on the number of working hours for 

employed mothers. We took data about the distribution (%) of usual weekly working hours by 

working hours’ bands for employed women in couple households with their youngest child 

aged from 3 to 5. Thus, the employed mothers are categorized in four groups: the share of 

mothers working 1 to 29 weekly hours, 30 to 39 weekly hours, 40 to 44 weekly hours and up 

to 44 weekly hours. We assimilate the first group to the share of mothers working part-time. In 

the 17 selected countries, working less than 29 is considered as part-time work. Regarding the 

second group, the definition is less clear. This group can be considered as part-time workers 

when the legislation of the country defines full time work as working up to 40 hours. However, 

if the legislation sets the working week to 35 hours, women are considered to work whether 

part time or full time. Regarding the country selection, working less than 35 hours is always 
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considered as part-time work. Consequently, we assume this group mostly a part-time indicator 

that we have to qualify. Furthermore, the last two groups are considered as full time workers. 

In all the analysed countries, working up to a 40 hour working week is assimilated to a full-

time workweek. 

To measure the cost of childcare variable, we use data about the out-of-pocket childcare costs 

for a dual-earner family. In other words, we look at net childcare costs for a married couple 

where both spouses work full-time, one earning the average wage (100% of AW) and the other 

earning a below-average wage (50% of AW). This net childcare cost is defined as the fee 

charged by the childcare provider minus any kind of benefits. The calculation of this indicator 

relates to full-time care for two children aged 2 and 3 in a typical childcare facility. Even though, 

we are interested in mothers’ employment with a youngest children aged 3-5, we consider this 

data as a good proxy for childcare costs in our model. We do not assume a huge difference in 

childcare cost between having a child of 2, 3, 4 or 5 years old. Moreover, since we investigate 

the variation across countries, the fact that this calculation is based on two children is not an 

issue. 

Despite the fact that our analysis is focused on the effects of childcare on mother’s 

employment, we have to keep in mind that it is not the only influential factor. Consequently, 

we select additional data that we consider essential to implement the model.  

Differences in enrolment rates in childcare have to be considered. We prefer data on the 

participation rates for 3-5 years old children using pre-primary education services. This data 

includes children in center-based services, organized day-care and pre-school (both public and 

private) and those who are cared for by a professional childminder, and exclude informal 

services provided by relatives, friends or neighbors. The drawback of this measure is accounting 

for those children enrolled in primary education services in countries where the entry age of 

compulsory primary education is lower than 6.  

To measure differences in parental leave policies, we use data on the proportion of employed 

mothers with a child under the age of 1 on maternity or parental leave in 2013. We focus on 

employed mothers for this variable since it is relevant to analyse whether they return to work 

afterwards. Moreover, the unemployed mothers do not require parental or maternity leave. 

Data selected for informal childcare refers to unpaid care outside of any formal structure or 

institution, usually by grandparents, other relatives, friends and neighbors. It excludes any care 

that is paid for regardless of whom is providing the paid-for care. The data refers to the 

proportion of children using at least one hour of informal childcare during a typical week for 
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age group 3 to 5.  The inclusion of a child using only one hour of informal childcare a week as 

a child using informal childcare every day is a drawback of this data. 

 

Table 1: Descriptive statistics 

 

VARIABLE LABEL OBS MEAN        STD 
DEV 

    MIN MAX 

EMPL Mother’s employment 
participation 

17 67.87 9.73 47.67 80.39 

WHOURS1 Share of women working from 
1 to 29 hours 

17 26.22 21.33 5.76 72.38 

WHOURS2 Share of women working from 
30 to 39 hours    

17 30 22.26 5 82.80 

WHOURS3 Share of women working from 
40 to 44 hours 

17 36.82 28.89 3.40 79.84 

WHOURS4 Share of women working up to 
44 hours 

17 6.94

  
4.60 1.01 16.74 

COST Net childcare cost 17 16.78 12.55 3.38 44.99 
ENROL Enrolment rate in childcare 17 84.78 13.66 47.98 99.55 
INFOR Use of informal childcare 17 28.85

  
17.15 0.21 51.62 

LEAVE Use of maternal leave 15 51.48

  
24.31 16.53 88.30 

GAP Wage gap 17 12.49 4.85 6.41 20.45 
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7 Main results 
 

In this section, we present the results obtained from the linear regressions. First, we apply the 

OLS regression to all mothers. Then, we apply the same model on four different categories of 

mothers in terms of their number of working hours. Therefore, we have five different dependent 

variables. 

Table 2A shows our results from the first model. It includes five independent variables, namely 

net childcare cost, enrolment rate in childcare, use of informal childcare, gender wage gap and 

use of maternity/parental leave. In the first column, the effect of these different factors on the 

employment rate appears. In the last four columns, the dependent variable refers to the share of 

mothers working from 1 to 29 hours (whours1), from 30 to 39 hours (whours2), from 40 to 44 

hours (whours3) or up to 44 hours (whours4).  

 

Table 2A4: First model: Yi = α + β2Cost + β3 Enrol + β4 Infor + β5 Leave + β6 Gap + ε 

  

      

VARIABLES empl whours1 whours2 whours3 whours4 

            

cost -0.179 0.544 0.249 -0.698 -0.0945 

  (0.144) (0.509) (0.225) (0.620) (0.117) 

enrol 0.529*** 0.480 0.281 -0.617 -0.143* 

  (0.128) (0.301) (0.180) (0.383) (0.0716) 

infor 0.373** 0.403 -0.440 0.103 -0.0651 

  (0.155) (0.506) (0.269) (0.498) (0.115) 

 

gap 

-0.1000 0.608 0.401 -1.328 0.319 

  (0.430) (1.803) (0.860) (2.060) (0.356) 

leave 0.00417 -0.257 -0.197 0.550 -0.0969                   

  (0.0677) (0.289) (0.114) (0.331) (0.0591) 

Constant 13.40 -28.73 15.36 89.13** 24.24** 

  (13.16) (29.84) (14.28) (37.69) (8.223) 

                                                 
4 Source: OECD database and own calculations 
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Observations 15 15 15 15 15 

R-squared 0.733 0.353 0.626 0.530 0.406 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

 

The model suits our data relatively well. The statistical measure for goodness-of-fit (adj-R2) is 

particularly high in the models with maternal employment rate and share of employed mothers 

working from 30 to 39 hours as dependent variables. It is good for the three other specifications 

as well. With our model 73,3% of variance in the mother employment rate can be explained by 

the independent variables (leave, enrol, gap, inform). Similarly, 35,3% of the variance in the 

share of women working from 1 to 29 weekly hours, 62,6% of the variance in the share of 

women working from 20 to 29 weekly hours, 53% of the variance in the share of women 

working from 40 to 44 weekly hours and 40,6% of the variance in the share of women working 

up to 44 weekly hours can be explained by the independent variables. 

First of all, we look at the results relating to the global maternal employment rate. The 

coefficient associated to the variable of our interest, the childcare cost, is in agreement with the 

theory. That is, a rise in the childcare cost has a negative impact on the mother labour force 

participation. An increase in the childcare cost by 1% of the average wage leads to a 0,179% 

decrease in the maternal employment rate. These results are also in line with previous research 

as the pioneer Heckman (1974) who found a negative relationship between the cost of childcare 

and mother’s labour participation. Moreover, our results confirmed the findings of Conelly 

(1992) and Powell (1997) that a low participation rate among married mothers with young 

children is due to a high childcare cost.   

Furthermore, the coefficients connected to the use of informal childcare and to the enrolment 

rates in childcare are highly statistically significant. Both of these variables display a substantial 

positive effect on female employment rates. As revealed in Table 2A, when the enrolment in 

childcare goes up by 1%, the mother labour participation increases by 0.529%. These latter 

results are in accord with Gelbach (2002) who identifies that public pre-school enrolment in the 

US increases the mothers’ labour participation. Similar results have been discussed by Cascio 

(2009) and by Lefebvre and Marrigan (2008) showing that kindergarten subsidies facilitate the 

enrolment in childcare and lead to an increase in maternal labour force participation. Also, a 
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1% increase in the use of informal childcare goes with a rise in the maternal employment rate 

about 0.373%. Consequently, the results are conformed to the theory. The more children are 

enrolled in the childcare center or in informal childcare, the higher the women’s labour force 

participation. 

Nevertheless, both the coefficients related to the gender wage gap and to the use of 

maternity/parental leaves are non-significant. The coefficient associated to the latter is almost 

null (0.00417). In other words, the effect of the use of leave on the mothers’ labour participation 

is nearly non-existent. This result is not surprising. As we said previously and according to 

Ronsen and Sundstrom (2001), the effect of the maternity/parental leave on maternal 

employment differs across European countries.  As far as the gender gap is concerned, despite 

a non-significant coefficient, we still observe a negative effect on mother employment. 

To go further in the analysis, we study the impact of the childcare cost on working hours. 

Theoretically, a country with a high childcare cost is characterized by a high share of mothers 

in part-time employment. On the other side, a country with a low childcare cost might be 

associated with a high share of full-time working mothers. The results are in line with the 

theory. As detailed in Table 2A, a rise in childcare cost encourages women to work part time. 

An increase in the childcare cost of 1% of the average wage leads to a 0,544% growth of the 

share of mother working part time (1 to 29 hours).  

Additionally, the effect of a rise in the childcare cost on the share of women working 30 to 39 

weekly hours is also positive but less considerable.  If the childcare cost goes up by 1% of the 

average wage, the share of mothers working 30 to 39 weekly hours increases by 0,249%. This 

lower coefficient is explained by the fact that working between 30 and 39 hours cannot be 

considered either as part time nor as full time at a global point of view.  

Furthermore, the results related to the share of full-time workers are relevant and in line with 

the previous results. An increase in the childcare cost has a negative impact on the share of 

women working full time. A rise of 1% in the childcare cost relative to the average wage goes 

with a 0,698% decrease in the share of women working from 40 to 44 hours.  The more the 

childcare cost is important, the more the mothers are tempted to reduce their working hours 

with the aim of taking care of their children.  

Finally, the impact of a climb in childcare costs on the share of women working up to 44 hours 

is less substantial than on the previous specification. However, we still observe this negative 

relationship between childcare costs and the share of mothers working full time (here more than 
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44 hours). An increase in the childcare cost by 1% of the average wage leads to a 0.0945% 

decrease in the share of women working up to 45 weekly hours. This lower impact can be 

explained by different assumptions. First, only relatively few women are working more than 44 

hours a week, so the variation resulting from the childcare cost rise is less noticeable. Moreover, 

we can consider that the mothers working up to 44 hours might be wealthier because they tend 

to earn more. Therefore, they are less affected by a change in childcare costs. 

 

Table 2B5: Second model: Yi = α + β2Cost + β3 Enrol + β4 Infor + ε 

  

       

VARIABLES empl whours1 whours2 whours3 whours4 

            

cost -0.177 0.565 0.190 -0.667 -0.0881 

  (0.152) (0.322) (0.228) (0.419) (0.108) 

enrol 0.410** 0.570* 0.288 -0.783 -0.0754 

  (0.176) (0.292) (0.231) (0.474) (0.0931) 

infor 0.0550 0.468 -0.941*** 0.464 0.00924 

  (0.179) (0.328) (0.258) (0.379) (0.0581) 

Constant 34.52* -45.12 29.54 101.0** 14.55 

  (17.86) (27.41) (20.61) (44.73) (8.972) 

            

Observations 17 17 17 17 17 

R-squared 0.351 0.327 0.639 0.373 0.123 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

Given the coefficients’ insignificance associated with the use of leave and the gender wage gap, 

we ran another model without including these two variables. The results are presented in table 

2B. Through this model, we capture two additional countries. Excluding the use of leave 

variable allows us to include Denmark and Finland in the model. Therefore, the results are more 

                                                 
5 Source: OECD database and own calculations 
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truthful. Despite dropping out two explanatory variables of our model, the cost still similarly 

affects the different dependent variables – as shown in Table 2B above. 

A positive relationship between the use of informal childcare coefficients and the different 

dependent variables is mostly observed. An increase by 1% of the use of informal childcare 

leads to a 0.0550% increase in the maternal employment rate, which is a really small effect. 

The effect of the use of informal childcare on the share of women working part time and full 

time is less clear. It may be due to the weakness of informal childcare data as we stated 

previously. The informal childcare variable is not really representative of the real use of 

informal childcare. Consequently, the results found about the informal childcare coefficient 

cannot be fully trusted. However, in the model with as dependent variable the share of mothers 

working from 30 to 39 weekly hours, the coefficient related to the use of informal childcare is 

highly significant. An increase in the use of informal childcare by 1% leads to a decrease by 

0.941% of the share of women working 30 to 39 hours. Therefore, this category of mothers is 

assumed to take advantage of the informal childcare to work more hours. 

 

Concerning the observations about enrolment in childcare, the coefficients seem biased. An 

increase in the enrolment rate should have a positive effect on the maternal employment rate. 

The highly significant coefficient is in agreement with this latter expectation. That is that a 1% 

increase in the childcare enrolment goes with a 0.410% increase in the maternal employment 

rate. The other coefficients are quite similar to the cost coefficient. For instance, an increase in 

the cost of childcare by 1% of the average wage leads to a decrease in the share of women 

working from 40 to 44 hours by 0.667% and an increase in the enrolment rate by 1% leads to a 

decrease of the share of women working full time (40-44 weekly hours) by 0,783%. Hence, the 

effects of both variables on maternal employment are quite similar. These observations drive 

us to wonder about a correlation between the enrolment in childcare and the employment rate 

variables. In the previous example, an increase in the cost led to a decrease in the share of 

women working full time, therefore these categories of women must require less external 

childcare. In other words, the enrolment rate and the maternal labour rate go hand in hand. For 

the mothers, it is generally difficult to work unless the children are enrolled in childcare. To 

verify this hypothesis, we ran a correlation test between the dependent variables and the 

enrolment rate. Table 3 in the Appendix contains the results. The test shows a correlation of 

0,536 between the employment rate and the enrolment. The coefficients of correlation between 

the other four dependent variables and the enrolment rate is between |0, 3; 0, 45|. These results 
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confirm our previous hypothesis. Consequently, we decided to run another model without 

including the enrolment variable. 

  

Once again, the third model confirms the predicted effect of an increase in the childcare cost on 

the dependent variables. The coefficient associated with the childcare cost is similar to the 

previous model. A rise in the childcare cost has a global negative impact on maternal 

employment rate. However, it encourages the women to work part time and discourages them 

from working full time. Considering the same observation as in the third model about the 

informal childcare, we decided to run a fourth model without this variable – see Table 2D in 

the Appendix. 

 

Notwithstanding we omit several crucial variables, the last specification confirms again the 

expectations about the impact of childcare cost on maternal employment and on the share of 

women working part-time and full-time.  
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8 Discussion and limitations of this analysis 
 

8.1 Discussion of the results 
 

Globally childcare costs put a curb on maternal employment. High childcare costs result in 

fewer women participating in the formal labour market. Nevertheless, an increase in the price 

of childcare impacts positively the share of women working part-time, especially the ones 

working from 1 to 29 hours. Similarly, it has a negative effect on the share of women working 

full time, particularly when they are working between 40 and 44 hours. It allows us to confirm 

that an increase in the childcare cost reduces the incentives for mothers to enter the labour 

market and also pushes the active mothers towards working fewer hours. There is a changeover 

from full time work towards part time work.  

 

Despite that, the coefficients associated with childcare costs are not statistically significant 

through the different models, the magnitudes and the signs of the effects of childcare cost on 

maternal employment appear to be inconsistent across all models. Below, Table 2C reports the 

coefficients of childcare costs on the dependant variables through the different specifications 

presented previously. This summary is limited to the most preferred dependent variables 

(maternal employment and share of women working from 1 to 29 hours and from 40 to 44). As 

shown in the Table 2C, the coefficients are both of the same sign and magnitude. Concerning 

the two others dependent variables, the same pattern appears.  
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Table 2C6: Summarize of the cost effect on the dependant variables through the four models 

 

 (1) (2) (3) (4) 

Employment as 

dependent 

variable 

Model 1 Model 2 Model 3 Model 4 

     

cost -0.179 -0.177 -0.146 -0.185 

 (0.144) (0.152) (0.182) (0.206) 

 

 

Whours1 as 

dependent 

variable 

 

 

Model 1 

 

 

Model 2 

 

 

Model 3 

 

 

Model 4 

 

cost 

 

0.544 

 

0.565 

 

0.607* 

 

0.539 

 (0.509) (0.322) (0.327) (0.472) 

     

Whours3 as 

dependent 

variable 

 

Model 1 

 

Model 2 

 

Model 3 

 

Model 4 

     

cost -0.698 -0.667 -0.725 -0.691 

 (0.620) (0.419) (0.461) (0.540) 

 

Moreover, considering the accordance of the results with the theory and the previous researches 

we have assumed indicative results. 

We are going to discuss the limitations of our study more in the next section. 

 

8.2 Limitation of the results  
 

Missing data represents an important limitation for cross-country analysis of childcare systems 

and employment. The missing data problem arises because many of the variables that impact 

on the maternal employment are only available for a restricted sample of economies and for a 

limited period of time. 

Due to the small number of observations, we can consider our results as suggestive rather than 

confirmative. There is no evidence that the cost of childcare is partly responsible for the 

differences in maternal labour employment. Our results could have been different depending 

on the country selection. In fact, there are disparities in the working-time polices, family 

reconciliation policies and employment regimes across countries. For instance, some additional 

                                                 
6 Source: OECD database and own calculations 
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countries, such as Sweden, would have suited the model. Sweden is a typical country with both 

generous childcare systems and high maternal employment rate. However, other countries, such 

as Germany, are not compliant to our model. Germany has a low childcare cost but a low 

integration of mothers into the labour market (a high share of mothers working part-time). A 

fixed effect model could have been run with access to more data in order to control for these 

differences in institutions and cultures. 

Moreover, the country selection arises as a limitation in this essay from another perspective. 

There is non-random selection across the sample. For instance, countries with available 

indicators about gender issues are probably the most concerned. Therefore, they may be the 

most gender equal and are likely to have similar childcare systems.  

Additionally, the data restricted to one year is a major limitation to our analysis. Some countries 

can be subjected to a childcare cost reduction for a specific year due to policy experimentation. 

In this case, the observed year is not representative of the countries’ patterns over time. A way 

to counteract this weakness is to obtain time-series data.   

With access to time-series data and micro-data, we could have applied a difference-in-

difference method and therefore studied a specific policy that affects the childcare cost over 

time. The observation of a changeover in maternal employment after the policy implementation 

would have strongly supported the findings from previous literature.  

 

Running the same analysis to all European countries would allow us to go further in our analysis 

and to investigate whether or not our results are representative of a broader pattern. 
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9 Conclusion 
 

In this essay, we focused our attention on explaining the differences in labour market 

participation in European countries by differences in childcare costs. We considered aggregate 

maternal employment rate but also the aggregate share of women working part-time and full-

time at the country level. The results confirmed our expectations built on the theory and on 

previous studies. Our main findings are that the countries with high childcare costs are likely to 

have lower maternal employment rate, a higher share of employed mothers working only part-

time and a lower share of employed mothers working full-time. 

One of the main limitations of our analysis is the limited number of observations. With access 

to more data, both over time and for more European countries, the implementation of our model 

to all European countries could be interesting and more relevant. An improvement of our 

research using time-series data could allow us to observe an evolution and therefore, to verify 

whether an increase in the maternal employment is correlated with a reduction in childcare 

costs. To summarize, another study with more data could make our results confirmative rather 

than indicative. 

As we noted in the previous discussion section, a country with low childcare cost and high 

mother participation in the labour market tends to have a reduced average gender wage gap. 

Consequently, childcare costs remain an obstacle to gender equality in the labour market.  

Beyond the cultural differences, to go further toward gender equality the governments have to 

emphasize reducing childcare costs and consequently, allowing women to benefit from a free 

choice between participating to the labour market and taking care of the children.  As emphasise 

Arulampalan et al. (2007), women who are the least committed to market production are the 

most responsive to variation in subsidized childcare. Thus, countries with generous work-

family reconciliation policy are likely to have a greater paid wage gap at the top of the wage 

distribution than at the bottom. Concerning further research, it would be informative to examine 

the size effect of the childcare cost on gender inequalities. Especially, an interesting extension 

of this essay would be to study whether or not we still observe a gender wage gap resulting 

from motherhood on the upper end of the wage distribution. 

 

  



 

 

 

36 

References 
 
Anderson, P.M. and Levine, P.B. (1999). Child Care and Mothers Employment Decisions. 

NBER Working Paper n. 7058, Cambridge (MA): National Bureau of Economic Research  

Anxo, D., Fagan, C., Cebrian, I. and Moreno, G. (2006). Patterns of labour market integration 

in Europe--a life course perspective on time policies. Socio-Economic Review, 5(2), pp.233-

260. 

Anxo, D., Mencarini, L., Pailhé, A., Solaz, A., Tanturri, M. and Flood, L. (2011). Gender 

Differences in Time Use over the Life Course in France, Italy, Sweden, and the US. Feminist 

Economics, 17(3), pp.159-195. 

Arpino, B., Pronzato, C. and Tavares, L. (2010). Mothers' Labour Market Participation: Do 

Grandparents Make it Easier?. SSRN Electronic Journal. 

Arulampalam, W., Booth, A., & Bryan, M. (2007). Is there a glass ceiling over Europe? 

Exploring the gender pay gap across the wage distribution. Industrial and Labor Relations 

Review, 60(2), pp.163-186 

Avdeyeva, O. (2006). In support of mothers’ employment: limits to policy convergence in the 

EU?. International Journal of Social Welfare, 15(1), pp.37-49.  

Berghman J (1991). 1992 and Social Security. In: Room G, (ed.) Towards a European welfare 

state? Bristol, SAUS Publications. 

Blau, D. M., and P. K. Robins (1988) Child-Care Costs and Family Labour Supply 

Blau, D. and Tekin, E. (2005). The determinants and consequences of child care subsidies for 

single mothers in the USA. Journal of Population Economics, 20(4), pp.719-741. 

Blossfeld, H. and Drobniéc, S. (2001). Careers of couples in contemporary societies. Oxford: 

Oxford University Press.  

Boeri, T. and Ours, J. (2008). The economics of imperfect labor markets. Princeton: Princeton 

University Press. 

Borjas, G. (2013). Labor economics. New York: McGraw-Hill. 

Cascio, E. (2009). Maternal Labor Supply and the Introduction of Kindergartens into 

American Public Schools. Journal of Human Resources, 44(1), pp.140-170. 

Connelly, R. (1992). The effect of child care costs on married women's labour force participation. 

The Review of Economics and Statistics, 74(1) pp.83-90 

Esping-Andersen G (1999). The social foundation of postindustrial economies. Oxford, Oxford 

University Press. 

Gathmann, C. and Sass, B. (2012). Taxing Childcare: Effects on Family Labor Supply and 

Children. SSRN Electronic Journal. 

Gauthier, A.H. (1996). The State and the Family: A Comparative Analysis of Family Policies 

in Industrialized Countries. Clarendon Press, Oxford 

Gelbach, J. (2002). Public Schooling for Young Children and Maternal Labor Supply. 

American Economic Review, 92(1), pp.307-322. 



 

 

 

37 

Givord, P. and Marbot, C. (2015). Does the cost of child care affect female labor market 

participation? An evaluation of a French reform of childcare subsidies. Labour Economics, 

36, pp.99-111. 

Gornick, J., Meyers, M. and Ross, K. (1997). Supporting the Employment of Mothers: Policy 

Variation Across Fourteen Welfare States. Journal of European Social Policy, 7(1), pp.45-70.  

Guinea-Martin, D. and Solera, C. (2013). Do Women in Female-Dominated Occupations Exit 

the Labour Market More? Evidence from Italy, Spain, Denmark and the UK. Population 

Review, 52(1), p. 172 

Havnes, T. and Mogstad, M. (2011). No Child Left Behind: Subsidized Child Care and 

Children's Long-Run Outcomes. American Economic Journal: Economic Policy, 3(2), pp.97-

129. 

Heckman, J. (1974). Effects of Child-Care Programs on Women's Work Effort. Journal of 

Political Economy, 82(2, Part 2), pp.136-163. 

Jaumotte, F. (2003). Female Labour Force Participation: Past Trends and Main Determinants 

in OECD Countries. SSRN Electronic Journal.  

Kimmel, J. (1995). The Effectiveness of Child Care Subsidies in Encouraging the Welfare-to-

work Transition of Low-income Single Mothers. American Economic Review, 85, pp. 271-

275. 

Kimmel, J. (1998). Child Care Costs as a Barrier to Employment for Single and Married 

Mothers. Review of Economics and Statistics, 80(2), pp.287-299. 

Koebel, K. and Schirle, T. (2016). The Differential Impact of Universal Child Benefits on the 

Labour Supply of Married and Single Mothers. Canadian Public Policy, 42(1), pp.49-64. 

Lefebvre, P. and Merrigan, P. (2008). Child‐Care Policy and the Labor Supply of Mothers 

with Young Children: A Natural Experiment from Canada. Journal of Labor Economics, 

26(3), pp.519-548. 

Lewis, J. (1992). Gender and the Development of Welfare Regimes. Journal of European 

Social Policy, 2(3), pp.159–73. 

Lundin, D., Mörk, E. and Öckert, B. (2008). How far can reduced childcare prices push 

female labour supply?. Labour Economics, 15(4), pp.647-659. 

Matteazzi, E., Pailhé, A. and Solaz, A.  (2012).  Part-Time Wage Penalties in Europe:  A 

Matter of Selection or Segregation?.  Society for the Study of Economic Inequality Working 

Paper ECINEQ WP 2012-250. 

Matthews, Beverly J. (1999). The Gender System and Fertility: An Exploration of the Hidden 

Links. Canadian Studies in Population, 26(1), pp.21–38. 

McDonald, P. (2000). Gender Equity in Theories of Fertility. Population and Development 

Review, 26(3), pp.427–39. 

OECD (2006): Family database. «www.oecd.org/els/social/family/database» 

Pascall, G. and Lewis, J. (2004). Emerging Gender Regimes and Policies for Gender Equality 

in a Wider Europe. J. Soc. Pol., 33(03), p.373. 

Piketty, T. (2003). L’impact de l’allocation parentale d’éducation sur l’activité féminine et la 

fécondité, CEPREMAP Working Papers 0309. 



 

 

 

38 

Powell, L. (1997). The Impact of Child Care Costs on the Labour Supply of Married Mothers: 

Evidence from Canada. The Canadian Journal of Economics, 30(3), p.577. 

Ribar, D. (1992). Child Care and the Labor Supply of Married Women: Reduced Form 

Evidence. The Journal of Human Resources, 27(1), p.134.  

Rubery, J., Smith, M., Anxo, D. and Flood, L. (2001). The Future European Labour Supply: 

The Critical Role of the Family. Feminist Economics, 7(3), pp.33-69. 

Schøne, P. (2004). Labour supply effects of a cash-for-care subsidy. J Popul Econ, 17(4), 

pp.703-727. 

Schirle, T. (2015). The effect of universal child benefits on labour supply. Canadian Journal 

of Economics/Revue canadienne d'économique, 48(2), pp.437-463. 

Viitanen, T. (2005). Cost of Childcare and Female Employment in the UK. Labour, 19(s1), 

pp.149-170. 

Viitanen, T. (2011). Child care voucher and labour market behaviour: experimental evidence 

from Finland. Applied Economics, 43(23), pp.3203-3212. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

39 

 

 

Appendices 

 

Table 2D7: Third model: Yi = α + β2Cost + β3 Infor + ε 

  

       

VARIABLES empl whours1 whours2 whours3 whours4 

            

cost -0.146 0.607* 0.211 -0.725 -0.0936 

  (0.182) (0.327) (0.233) (0.461) (0.101) 

infor -0.00767 0.381 -0.985*** 0.583 0.0208 

  (0.164) (0.332) (0.253) (0.381) (0.0549) 

Constant 70.56*** 5.030 54.89*** 32.16** 7.918*** 

  (6.305) (9.516) (11.66) (12.99) (2.461) 

            

Observations 17 17 17 17 17 

R-squared 0.035 0.199 0.609 0.242 0.075 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
 

 

 

 

 

 

 

 

 

                                                 
7 Source: OECD database and own calculations 
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Table 2E8: Fourth model: Yi = α + β2Cost + ε 

 

       

VARIABLES empl whours1 whours2 whours3 whours4 

            

cost -0.145 0.554 0.350 -0.807* -0.0965 

  (0.179) (0.365) (0.285) (0.402) (0.100) 

Constant 70.32*** 16.93* 24.14*** 50.37*** 8.566*** 

  (4.320) (8.438) (8.091) (11.22) (2.240) 

            

Observations 17 17 17 17 17 

R-squared 0.035 0.106 0.039 0.123 0.069 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

    

 

 

 

 

 

 

                                                 
8 Source: OECD database and own calculations 
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Table 3: Test correlation 

 

 

   Source: OECD data and own calculations 

 

 

 

 

 

 

Table 4A: Maternal employment rate 

 

 
                                                                    Source: OECD Family Database 

       enrol     0.5358   0.3192   0.3306  -0.4503  -0.2518   1.0000 

     whours4    -0.3553  -0.2672  -0.2254   0.2118   1.0000 

     whours3    -0.2332  -0.6647  -0.7046   1.0000 

     whours2     0.3582  -0.0405   1.0000 

     whours1     0.0187   1.0000 

        empl     1.0000 

                                                                    

                   empl  whours1  whours2  whours3  whours4    enrol

. pwcorr empl whours1 whours2 whours3 whours4 enrol
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Table 4B: Distribution of working hours for employed women in couple households with 

youngest children aged from 3 to 5 

 

 

 
                                                                               Source: OECD Family Database 

 

 

 

 

Table 4C: Net childcare costs for a dual-earner family with full-time earnings of 150% 

of the average wage, 2012 
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                                                                    Source: OECD Family Database 

 

Table 4D: Enrolment in childcare, 2012 

 

 

 
                                                                   Source: OECD Family Database 
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Table 4E: Attitudes towards the gender distribution of leave-taking 

Distribution of responses to the question "Consider a couple who both work full-time and now 

have a new born child. Both are in a similar work situation and are eligible for paid leave. 

How should this paid leave period be divided between the mother and the father?", 2012 

 
Source: International Social Survey Programme 2012 
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Table 4F: Gender wage gap 

 

 

                 Source: OECD Family Database 
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