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ABSTRACT

Child Care and Parental Leave in the Nordic Countries:
A Model to Aspire to?”

The Nordic countries have remarkably high participation rates of mothers and a moderate
decrease of fertility rates compared to other western countries. This has been attributed to
the fact that the welfare state model and, especially, the family friendly policies chosen in the
Nordic countries are unique. The availability of generous parental leave schemes including
high compensation rates makes it possible for mothers to take a considerable time out of
work in connection with childbirths and to return to their previous jobs afterwards, thanks to
the high provision of public daycare. In this paper we evaluate family-friendly policies in the
‘Nordic model’ with respect to the two modes of child care i.e. either parental care facilitated
by maternal and parental leave schemes or non-parental publicly provided care. Our
guestions for discussion are: Is there a ‘Nordic model’, and is it worth the cost if effects on
child development and welfare are included? Is there a trade-off between family-friendly
policies and family welfare, and are there serious negative boomerang effects of family-
friendly policies on women’s position in the labor market? Is the ‘Nordic model’ a model to
aspire to?
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Introduction

The Nordic countries, i.e. Denmark, Finland, Iceland, Norway and Sweden, have been
considered the forerunners in designing family-friendly policies. In a detailed study of family-
friendly policies across OECD countries, Nordic countries led on most of the family-friendly
policy indices (OECD, 2001). At the same time, these countries have succeeded in maintaining a
high rate of female labor force participation without reducing fertility to the low levels
characterizing many other European countries. Thus, the Nordic countries seem to be better
prepared to tackle the challenges for future welfare states posed by an ageing population.

Nordic countries have traditionally also been considered leaders with respect to equal
opportunity and women’s position in society and the labor market. Scandinavian women were
among the first to get equal pay by law, though not necessarily in practice. They have also had
extended rights to receive social income transfers compared to women in most other countries
because of the principle of means testing against individual rather than family income for many
income support schemes, and also because taxation schemes in some of these countries have been
based predominantly on individual and not family income since the 1970s.

The high labor force participation rate of women has gone hand in hand with the expansion
of the welfare states in the Nordic countries. The large increase in public services directed to child
care (besides extensive services related to care for the elderly and the disabled) implied that
women were able to leave the home and enter the labor market, often employed in the public
sector in care jobs, but now for a salary instead of doing unpaid housework. The expansion of the
welfare state has increased the tax pressure in these countries to the highest level in the world, but

despite high tax levels, the Nordic countries are among the richest in the world.



Although the ‘Nordic model’ has succeeded in maintaining a high rate of female
employment, we conjecture that certain ‘boomerang’ effects of family-friendly policies have arisen with
regard to women’s position in the labor market. Generous parental leave schemes at high compensation
rates and long leave periods allow mothers to take considerable time out of work in connection with
childbirth and to return to their previous jobs, due to job rights and a high provision of publicly
subsidized day care. The widespread take-up of these schemes exclusively by mothers, however, may
be the reason for an emerging deterioration of women’s position in the labor market in these countries.
E.g. Swedish and Danish women have experienced a complete stagnation of the gender wage gap and
considerable child penalties on wages after the introduction of such schemes. The high participation
rates of women and the large proportion of children in non-parental child care may also have
consequences for the welfare of children and families and the development of children’s cognitive skills.
Further, the Nordic model is costly i.e. the proportion of GDP which is allocated to relieve women from
their duties at home is high and from a public finance perspective, long and generous parental leaves and
high-quality public day care constitute a rather expensive solution at a time when public budgets are
under pressure due to the ageing of the population.

In this paper we evaluate family-friendly policies in the “Nordic model” with respect to the
two modes of child care i.e. either parental care facilitated by fairly generous maternal and parental
leave schemes or non-parental publicly provided care. Our questions for discussion are: Is there a
‘Nordic model’, and is it worth the cost if effects on child development and welfare are included?
Is there a trade-off between family-friendly policies and family welfare, and are there serious
negative boomerang effects of family-friendly policies on women’s position in the labor market? Is
the ‘“Nordic model’ a model to aspire to? In answering these questions we will restrict the

discussion to the leave and child care systems i.e. we will not discuss the effects of taxation of



couples or subsidies to child families which may also have effects on family behavior and welfare,
see Jaumotte (2004) for a recent and comprehensive analysis of the labor supply effects of these
schemes for women in OECD countries.

In the rest of the paper, we first describe the historical evolution of child care and leave
policies in the Nordic countries. Next, we present effects on female labor supply and employment
of the take-up rates of family-friendly measures. Then, we examine the consequences for the
development of equal opportunity and a little later on other outcomes; such as fertility, family
welfare and the cognitive skills of children. Finally, we analyze the financial costs and benefits of

public child care and leave schemes and conclude with an overall assessment..

Leave schemes and child care in the Nordic countries

Compared to other OECD countries, the maternity leave period is long and the coverage of
child care is relatively high in the Nordic countries, as indicated in Figures 1 and 2 which show the
number of weeks of paid maternal leave and the proportion of children aged 0-2 years in formal
child care (public or private) in the late 1990s. The Nordic countries are clearly in the lead with
respect to length of paid maternal leave, which in some OECD countries like the U.S. still does not
exist.> With respect to child care coverage, the picture is a little more mixed. While Denmark and
Sweden had among the highest rates in the late 1990s, also the U.S. had a very high coverage of
child care. Finland, Norway and Iceland had a much lower coverage for 0-2 year old children. This
pattern in part reflects the fact that as the leave period is long in Finland and Norway, the coverage
for the youngest children is lower, contrary to the U.S. where there is no paid leave period and a

relatively high proportion of the youngest children are in formal child care.



As seen from Figures 1 and 2, there are many similarities but also important differences
between the five Nordic countries with respect to the design of family-friendly policies. In some of
the Nordic countries, especially Finland, the main thrust has been on allowing a long maternal
leave period i.e. subsidized child care at home, so that publicly provided child care coverage has
been low. At the other end of the spectrum is Denmark, where public child care coverage has been
high during the last few decades, while the paid maternal leave period, until recently, has been
fairly short compared to the other Nordic countries. Beside leave schemes and publicly provided
child care, there are other schemes allowing paid absences to take care of sick children and other

care days for children which are not described in this paper.

(Figures 1 and 2 here)

Before describing the systems in the Nordic countries, a few concepts and definitions
should be made clear. We define maternal leave as a leave period that is reserved for the mother. If
the leave is transferable between the father and mother, the leave period is denoted instead as
parental leave.® In most countries there is a short period of leave, typically 2 weeks, for the father
immediately following the birth of the child. We denote this father-leave period (which can be
used by the father even though the mother is also on leave) as ‘daddy days’, see Haataja and
Nyberg (2005). A leave period which is reserved for the father i.e. which is not transferable to the
mother and which does not fall under the category of daddy days is denoted as paternal leave or
“father’s quota leave’, reflecting the fact that the leave is given to the individual as a quota, and not

to the family.

Maternal, paternal and parental leave



Maternal and parental leave in the Nordic countries has a history of more than 100 years!
In Sweden, the right to four weeks of unpaid maternal leave was introduced as early as in 1901, as
part of a voluntary state-subsidized sickness insurance scheme. More than 50 years later, in 1955, a
3 months paid maternity leave was introduced in Sweden, as the first country among the Nordic
countries. In 1980, Swedish fathers got the right to 2 weeks of daddy days. Sweden was also the
first to introduce parental leave. Since 1974, fathers could use part of the leave period, instead of
mothers. The leave period was extended to 7 months in 1975, 9 months in 1978, 12 months in
1980, and 15 months in 1989. In 1994, the leave period was reduced again to 12 months when the
ruling right-wing government introduced a benefit for homemakers. This was abolished in 1995
and the parental leave was reformed along liberal lines. For example, until 1995, the leave months
could be shared between the parents without any restriction. However, in 1995, a father quota and
mother quota each of 1 month was introduced, and the leave period was extended to 16 months
I.e. 14 months could be shared without restriction, while one month was reserved for either parent
i.e. if the parent did not use it, it was lost. The father quota was extended to two months in 2002,
and for the first time, the share that mothers could take was reduced correspondingly by one
month, see Haataja and Nyberg (2005).

Norway followed Sweden’s example by introducing paid maternal leave already the year
after Sweden, in 1956 (see Ragnsen (2004)). A 12-week maternity leave was put into place. This
scheme was extended to 18 weeks in 1977 and fathers became entitled to take part of the leave
period, except for the first 6 weeks after birth. The Norwegian scheme was extended several times
during the 1980s and 1990s. In 2005, the leave period was 52 weeks. Since 1993, 4 weeks of the
parental leave have been reserved for the father i.e. a father quota of 4 weeks; see Regnsen and

Sundstrom (2002).



Finland introduced a 9-week paid maternal leave in 1964, see Rgnsen (2004). Previously,
the option was open through voluntary sickness funds and employer-provided schemes. This
period was extended to 12 weeks in 1972 and to 29 weeks in 1974, and then followed by a number
of extensions in the 1980s. In 1981, the Finnish maternal leave was as long as 43 weeks (including
5-8 weeks before birth). Fathers became entitled to daddy days in 1978, and by 1980, Finnish
fathers were allowed to use 4 weeks out of the mother’s leave period, but only with the consent of
the mother. Since 1985, Finnish fathers and mothers have been allowed to share the leave period,
except for the weeks before birth and the first 14 weeks after birth, which are reserved for the
mother. In 1991, Finnish fathers received an individual right to daddy days i.e. without reducing
the mother’s leave period. In 2005, the Finnish leave period was 54 weeks, the first 20 weeks for
the mother, then 32 weeks of parental leave and further, a father quota of 2 weeks. However,
fathers have to take at least two weeks of parental leave in order to earn the two weeks of paternal
leave/father quota, see Haataja and Nyberg (2005).

In Denmark, a universal paid leave scheme of 14 weeks was introduced in 1967. In 1984, a
parental leave scheme was introduced which allowed one of the parents to take 10 weeks of leave
after the 14 weeks of maternal leave. Further, Danish fathers got the right to 2 weeks of daddy
days in connection with child birth. In 1992-94, a child care leave scheme was introduced,
allowing one of the parents to take a leave period of up to 52 weeks per child aged less than 9
years. The generosity of the child care leave scheme was gradually reduced during the years after
1994, and the scheme was abolished in 2002 where the parental leave period (after the maternal
leave period of 14 weeks) was instead extended from 10 to 32 weeks. During a short period, 1999-
2002, Denmark also had a father quota of 2 weeks, week 25-26 after birth. Currently, Denmark is

the only Nordic country without a formal father quota.



In Iceland, the leave schemes came a little later. In 1980, mothers became entitled to a 3-
month leave period. Fathers were allowed to take up 1 of the 3 months of the leave. The leave
period was extended further during the 1980s and by 1990 it was 6 months long. In 2000, a rather
radical reform was introduced, which allotted a 3 months leave for the mother, a 3 months parental
leave period which could be used by either parent, and a 3 months paternal leave for the father.
The reform was implemented in three steps: in 2001 the father quota was one month, in 2002 it
increased to two months and in 2003, to three months. If the father did not use his 3 months, these
months were lost to the family.

Take-up of the leave schemes is high in all Nordic countries. This behavior reflects the fact
that coverage is typically almost universal, due to a combination of rules and the fact that virtually
all potential mothers participate in the labor force. Mothers in Denmark typically use the full
length of their maternal leave and almost all of the parental leave, while Swedish women make use
of the flexible Swedish schemes and have often saved a part of the leave for later use, see
Pylkkanen and Smith (2004). This means that extensions of the maternal leave period have
typically implied a corresponding increase of the average time that mothers have spent on maternal
leave.

Compensation rates during maternity and parental leave have varied over time. In general
they have become more and more generous. In Sweden, Iceland and Norway, the replacement rate
for most of the period is 80% of former wage income up to a maximum®, while in Finland the
compensation rate is 66% for most of the period, see Rgnsen and Sundstrém (2002), although 70%
of the average wage level since 2005.° In Denmark, the compensation rate is 90% of former
earnings up to a flat rate, which is quite low, giving on average a compensation rate of about 66%,

see Pylkkénen and Smith (2004). However, the compensation rate is 100% in the public sector (for



the first 24 weeks), and since 2004 the majority of private sector employees have full
compensation of former earnings during the maternal leave period, but not during parental leave.

The compensation structure of leave schemes has important consequences for the
incentives to take up leave, especially the incentives for fathers to take up a short or a long leave,
I.e. leave periods in excess of the “‘daddy days’. Since fathers, also in the Nordic countries, tend to
earn higher income than mothers, the replacement rate of former earnings is a key parameter. In
the case of full compensation i.e. a replacement rate of 100%, the incentives are neutral with
respect to which parent takes up the scheme. If less than 100%, and especially in case of a flat rate
at a fairly low level, there will be economic incentives for the parent with the lowest earnings to
take up most or all of the parental leave. Since none of the Nordic countries offer full
compensation, there are economic incentives for mothers to take up most of the parental leave. In
Denmark, the economic incentives for mothers have been even more pronounced, since the public
sector where more than half of the women are employed (and only 20% of the male workforce is
employed) has a 100% replacement rate. This means that in many families, the mother will get full
compensation while the father — typically employed in the private sector — will get a compensation
rate of on average only 66%.

Another important aspect of the leave schemes is flexibility of take-up, for instance by
allowing part-time leave over a longer period instead of full time leave in a shorter period or by
letting parents save part of the leave for later use when the child is older. In all Nordic countries,
the schemes have become more and more flexible over time, and a number of different flexibility-
enhancing aspects have been introduced. Again, Sweden is probably the country with the most

flexible scheme, while the schemes are less flexible in Denmark and Finland.

Publicly provided child care



The expansion of the Nordic welfare states went hand in hand with large investments in
publicly provided child care for preschool children. Publicly provided child care is here defined as
child care centers and publicly employed child minders who take care of children in their own
home. As indicated in Figure 2, there are also large differences between the Nordic countries in
this area. There are two opposing tendencies with respect to coverage. On the one hand, overall
coverage tends to increase as a result of a still expanding service level of the Nordic welfare states.
On the other hand, coverage for the youngest children has gone down as a response to extended
maternal and parental leave schemes.

Denmark is in the lead with respect to providing public child care for especially the
youngest children where about half of the children aged 0-2 years are in publicly provided child
care, see Table 1. It is mainly publicly provided care for the youngest children aged less than 1
year which has been high in Denmark (and Iceland), reflecting the fact that maternal and parental
leave schemes have been shorter in Denmark than in the other Nordic countries. At the other end
of the spectrum is Finland, where the leave period has been long (and further, a subsidy for child
care at home has existed up until the child is aged 3). The coverage of publicly provided child care
is lowest in Finland, compared to the other Nordic countries, for all age groups. The difference is
much less pronounced when it comes to coverage of children aged 3-6. However, Finland stands
out as being the country where publicly provided child care coverage is low, also for this age-

group, compared to the other Nordic countries.®

(Table 1 here)
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School starts relatively late, typically at the age of 6-7 years, in the Nordic countries cf. 4-5
years in Anglo-Saxon countries. Thus, child care arrangements are necessary until the children
reach school age, and also for school-aged children, after-school child care services are necessary,
primarily because schools have relatively short hours, compared to many other European
countries. The price of publicly provided child care is generally fairly low and quality is high in
the Nordic countries because child care is heavily subsidized by the state or municipality, see the
extensive surveys in OECD (2002b, 2003, 2004, 2005). In Sweden and Denmark, the staff-to-child
ratio is typically 1:6 for preschool children, while in most other OECD countries this ratio exceeds
1:10. According to Jaumotte (2004), in 1995 the annual public subsidy to child care per preschool
child amounted to about USD 8000 in Denmark, about USD 6000 in Norway and Sweden, about
USD 4000 in Finland, and slightly less in Iceland. These figures can be compared to subsidies of
about USD 1800 in the US and UK, and USD 3-4000 in Germany and France. It is mainly the
subsidy for child care for 0-2 year old children, which is outstanding in the Nordic countries, while
the figures are more average for the age group 3-5 where child care is often considered ‘education’

or schooling (for instance France) and is subject to a 100% subsidy.

A ‘Nordic Model’ for the Care for Children?
The description of leave schemes and publicly financed and provided child care in the
Nordic countries clearly shows large differences across these countries. A fair question to pose is
whether it is indeed appropriate to talk a bout a ‘Nordic model” for child care and family policies?
There are apparent differences between the Nordic countries with respect to strategies i.e. a
‘mother employment/public child care strategy’ as in Denmark or a ‘mother on leave/private child
care strategy’ as in Finland. It is also true that some other countries outside the Nordic region have

high coverage of child care (like France) and high female full time participation rates (for instance
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U.S., Canada, France). Nevertheless, it is fair to say that the Nordic countries have been
characterized by an overall “family policy strategy’ where the state started intervening decades ago
in the private sphere to try to alleviate the conflicts between motherhood and work life, while in
most other Non-Nordic OECD welfare states, having a baby was considered a private event which
was supposed to be handled either by the market or by the family or other private organizations.

Thus, from this perspective it seems fair to say that there is a Nordic Model for child care.

Effects on parents’ labor supply and employment rates

Women in the Nordic countries were among the first in the OECD countries to massively
enter the labor market in the 1960s and 1970s, see Jaumotte (2004). Nordic mothers are still in the
forefront with respect to employment, although women in many other OECD countries are
approaching the level of Nordic women. Figure 3 shows the employment rates of mothers with
children aged less than 6 years in 1999. Denmark, Sweden, and Norway have the highest
employment rates among mothers of preschool children, while for Finland the employment rates
are now lower than in the other Nordic countries.

The historical development of female labor supply has been different for the Nordic
countries. Female entrance into the labor market started very early in Finland, where a large
proportion of women started to work full time already during the Second World War because so
many Finnish men served during the war. In the 1960s female participation started to increase in
Denmark and Sweden, although a little later in Norway and Iceland, see Figure 4.” This was the
period of expansion of the publicly provided child care and the maternal leave schemes. During the
last few decades, participation rates have been reduced, despite the fact that labor force

participation rates are to some extent boosted because the majority of mothers on leave are
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registered as members of the labor force. However, at the same time, weekly hours of women in
the labor force have been increasing because part time employment is becoming less widespread.
Most of the young Nordic women in the labor force are now full timers while two decades ago, up

to half of the working mothers were working part time, OECD (2004).

(Figures 3 and 4 here)

Maternal and parental leave schemes have been found to have positive effects on women’s
participation in the labor market, see for instance Ruhm (1998), Waldfogel (1998), Waldfogel et
al. (199), and Jaumotte (2004). Formal rights to maternity leave make it easier for mothers to keep
a formal attachment to their previous job and employer, and means that mothers do not have to
start “from scratch’ when returning to the labor market after the childbirth and childrearing period.
However, where these rights already exist, extensions of the rights and prolonging the maternity
leave period from a certain point on may have the opposite effect, see Rgnsen and Sundstrom
(2002) and Haataja and Nyberg (2005), because long periods on maternity leave imply career
interruptions, and thus, a reduced labor supply.

With respect to child care policy, the results are unambiguous: High coverage and
availability and subsidized prices of publicly provided child care increase the net return from
mothers’ labor supply, and thus positive effects on participation rates are expected. This is
confirmed by empirical studies, see for instance Gustafsson and Stafford (1992), Pylkkéanen and
Smith (2004), Hank and Kreyenfeld (2000), Kangas and Rostgaard (2005) and the survey in
Jaumotte (2004). A number of studies show that availability of formal child care is more important

than the price of child care, see Freeman and Schettkat (2005). A recent paper by Simonsen (2005)
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exploiting regional variation in day care access and prices in Denmark finds that while having
unrestricted access to day care significantly increases female employment, increasing the price of
day care also has a significant effect and reduces female labor supply.

The Danish model seems to induce the largest participation rates for mothers of young
children due to the high weight put on publicly provided child care. An econometric cross-country
study of female labor supply behavior controlling for other factors such as income, wages, and
taxation shows that Danish mothers with young children do not have a significantly lower labor
supply than other women, contrary to the results found for East and West Germany, UK, and
Ireland, see Smith et al. (2003). The same results are not found in econometric studies of other
Nordic countries; see for instance recent analyses by Pylkkanen (2002). For Finland and Norway,
this may partly be explained by the co-existence of schemes which subsidize parents (mothers) to
provide own child care at home. These schemes obviously have negative labor supply effects; see
Laine (2002) and Schgne (2005).

Rgnsen and Sundstrom (1996, 2002) have studied the impact of family policies on the
return to work by comparing the post-birth employment activity of Norwegian, Swedish and
Finnish women. Both studies analyze the rates of re-entry into paid work after the first birth for
mothers in the 1970s and 1980s. The most important finding is that the right to paid maternity
leave with job-protection speeds up the return to employment. Women who have this right are
much more likely to resume employment. Gustafsson et al. (1996) and Gustafsson et al. (2002)
analyze labor force transitions around childbirth and the extent to which lower labor force
participation rates of mothers are explained by different family policies. They compare German,
Swedish, British and Dutch women and find that family policy schemes have a large impact on the

behavior of mothers with respect to returning to work after child birth.
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A crucial question is how large a proportion of the shared leave is taken up by the father
I.e. the father’s share of the leave period and the take-up rate of father quota leave periods. Here
the picture is very different from mothers’ take-up. The proportion of fathers who take up daddy
days, parental leave and father quota leave is far from 100%. This means that the share of the total
leave which is taken up by the father is still relatively low in all Nordic countries, with some
interesting variations between the countries. Table 2 shows the share of the total leave that is taken
by the fathers in the 5 Nordic countries.

The general picture from Table 2 is that the fathers’ take-up of the leave period is still far
from 50%. We do not have consistent time series for a long period except for Denmark and
Sweden. For these two countries the story is quite different. In Sweden, fathers’ take-up rate has
clearly increased, while the opposite seems to be the case in Denmark.

The overall experience from the Nordic countries is, that the introduction of parental leave
schemes i.e. the introduction of schemes which can be transferred between the parents does not
change behavior much. Mothers tend to take by far the largest proportion of the prolonged period.
The take-up by fathers seems to be very sensitive to the rules concerning father quotas and
flexibility of schemes. The introduction of father quotas in especially Sweden, Norway and Iceland
has changed fathers’ share considerably, and these 3 countries are now clearly in the lead with
respect to fathers’ take-up of leave periods. The introduction of short periods of father quota
periods in Denmark and Finland has also had effects on fathers’ take-up, but the period is still very

short in these two countries, even non-existing in Denmark.

(Table 2 here)
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There are, to our knowledge, no evaluation studies of the Icelandic model, where during the
recent years, changes in the leave schemes have seemingly had a very large effect on parents’
sharing of leave periods and fathers’ involvement. However, for Sweden, where fathers also play
an increasing care role, Sundstrom and Dufvander (2002) have analyzed sharing of parental leave.
Among other things, they find that fathers tend to take up a larger share of the parental leave in
families with more educated mothers. The results in Pylkk&nen and Smith (2004) show that
economic incentives and leave periods of fathers affect the behavior of mothers, but the effects are
found to be much larger in Sweden compared to Denmark. Pylkkanen and Smith explain this
finding by the fact that family-friendly policies in Sweden have focused much more on flexible
leave schemes and on shared responsibilities of parents than in Denmark, where the schemes until
recently have been very inflexible and where there has been much less political discussion on

sharing responsibilities between parents, see Borchorst (2003).

Consequences for gender equality

The high participation rate of women in the Nordic countries has implied that women in
these countries have become much more economically independent of their husband’s income than
in countries with lower female participation rates. But the growth of public sector employment, the
increasing tax pressure in the Nordic countries and the large coverage of family-friendly policies
which have mainly been taken up by women, as we document below, have also had boomerang

effects on women’s position in the labor market.

The gender wage gap and the family gap
The Nordic countries have traditionally had some of the world’s lowest gender wage gaps; see

Figure 5, which shows the gender wage gap in a number of OECD countries in 1999-2000. One
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explanation for the low gender gap is that solidaric wage policy was an explicit union goal in the
Nordic countries for decades, and the resulting compressed wage structure is a major reason for the
low gender wage gaps. However, when we look at the female percentile ranking in the common or
male wage structure, the Nordic countries are not found to be doing as well, see Rosholm and

Smith (1996) and Blau and Kahn (1992).

(Figures 5 and 6 here)

Figure 6 shows the development of the female-to-male wage ratio in the Nordic countries
over a 44-year period. During the 1960s and 1970s, the ratio increased substantially though at
different rates across the countries. However, the increase in the relative wage ratio has tended to
stagnate in most Nordic countries since the beginning of the 1980s. As an example, the ratio of
female to male earnings in Denmark has virtually not changed since 1976, the year when the first
equal pay act was put into force. The same holds for Sweden, while in Norway and Finland the
ratio continued to increase after the mid 1970s, see Asplund et al. (1997). For Iceland, statistical
information on the gender wage gap does not exist very far back in time. For the recent years,
Figure 6 shows that Iceland has the largest gender wage gap among the Nordic countries.

The development during the last few decades in the Nordic countries is contrary to that in
the U.S. where the gender wage gap has been strongly reduced during the 1980s and early 1990s,
despite rising U.S. inequality over this period cf. U.S. women were “swimming upstream” in this
period see Blau and Kahn (1997). In contrast, Scandinavian women seem to be floating

downstream or even stalling in their quest for wage equality, despite a much more compressed
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wage structure and the expansion of a number of family-friendly policy initiatives during this
period, Datta Gupta et al. (2006).

Again a number of explanations behind this development in the Nordic countries may be
put forth, see Rosholm and Smith (1996) and Edin and Richardson (2002). Macro economic
conditions changed after the first oil crisis in 1973. Unemployment increased in many European
countries and sectoral changes and changes in industry wage differentials had negative effects on
women’s pay. The automatic wage indexation (which typically gave a higher compensation to low
wage groups i.e. favoring female dominated groups) was suspended in some countries in the late
1970s and early 1980s. At the same time, the wage formation process became more decentralized
and solidaric wage policy came to an end. In a recent micro-study of 22 countries, Blau and Kahn
(2003) demonstrate that highly centralized wage bargaining settings increase female wages relative
to male wages by setting wage floors at the bottom of the distribution where females tend to be
located, and therefore decentralization should adversely affect the gender wage gap. Thus, other
forces than family policy have clearly affected the gender wage gap.

However, two recent studies which analyze changes in the gender wage gap over time in
Sweden and Denmark, both document the stagnation of overall relative female wages and uncover
interesting characteristics when looking at different parts of the wage distribution, see Albrecht et
al. (2003) and Datta Gupta et al. (2006).. When comparing the different deciles of the wage
distribution, both studies find that it is only in the upper part of the wage distribution that the gap is
increasing. In the lower part of the wage distribution i.e. 1* decile, the Danish gender wage gap has
continued to decline by -2.4% during the period 1983 to 1995, while in the U.S. the same figure
was 0.3% i.e. a slightly increased gender wage gap at the bottom of the distribution, see Table 3.

However, high skilled Scandinavian women i.e. 9" decile, seem to float downstream. Here the
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gender wage gap increased by 14.8%, while similarly qualified U.S. women at the top of the
distribution reduced their gender wage gap by 10.3%. When controlling for changes in observed
characteristics such as education and experience, this development is even more pronounced
because Danish women during the same period have, to a large extent, caught up with their male

colleagues in terms of these qualifications.

(Table 3 here)

What can explain this development in the gender pay gap in the Nordic countries? It is important
to stress that the wage structure observed in Denmark and Sweden is not only a Scandinavian
phenomenon but can be found in many other European countries, see Arulampalam et al. (2004),
who point to glass ceilings (i.e. large gender wage gaps at the top of the wage distribution) in
many European countries. Also for the U.S. there is evidence that the tendency of equalization of
male and female wages stagnated during the 1990s mainly because of a changing demand and
supply structure which was less favorable to women in the 1990s compared to the 1980s, see Blau
and Kahn (2004). A number of hypotheses might be put forth, some of which are relevant for
many European countries and the U.S., and some of which may mainly be relevant for the Nordic
countries.

First, a number of studies have analyzed the wage effects of career interruptions due to
child birth. The results from these studies are rather mixed. Some studies have found that career
interruptions and loss of human capital accumulation have a negative effect on women’s wages,
while others find this effect to be only temporary and women who give birth seem to catch up with

non-mothers some years after returning to their job, see for instance Waldfogel (1998) for the U.S.,
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Albrecht et al. (1999) for Sweden, Datta Gupta and Smith (2002) for Denmark, and Hardoy and
Schgne (2004) for Norway. In these studies, the major focus is on the family gap i.e. a comparison
between mothers and non-mothers, which may be different from a comparison between mothers
and fathers or men in general. Datta Gupta and Smith (2002) show that despite there not being a
permanent effect of career interruptions on the family pay gap, there is a tendency that all women
seem to have flatter wage profiles during the child bearing ages when controlling for observable
factors. These findings may reflect that in a regime with an almost 100% coverage of leave
schemes and where the gender distribution of take-up rates is very skewed i.e. women take up
close to all of the total leave period, there may be negative effects of parental leave schemes on all
women’s wages, not only on mothers’ wages. These effects possibly reflect employer statistical
discrimination which may not be nearly as important in regimes where only a minority of the
employed mothers have the right to maternal and parental leave and take up these leaves, or in
regimes where the gender distribution on leave periods is more balanced so that mothers and
fathers share the leave more equally, as in Iceland and to some extent Sweden.

The small wage penalties on the individual mother in regimes with a universal coverage of
maternal leave may further be combined with negative signal effects for the few fathers who
choose to stay at home for a period. In a regime where there is no father quota and few men take
up parental leave, there may be a much larger negative wage effect or penalty for men on leave
than in a regime where a large proportion of men take up parental leave or where there is a father
quota. The negative effect may be a sort of ‘signal effect’. When very few men are on parental
leave, it may be a much more negative signal for a man to take up parental leave compared to a
woman, because all women tend to take up their leave period while only few men do so, see

Albrecht et al. (1999) who find this result for Sweden based on data from the period before the
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Swedish father quota was introduced. This may reinforce the selection process. In order to disrupt
this ‘equilibrium’ it is necessary therefore to introduce father quotas, which reduce the negative
signaling effect.

The results showing no negative individual long-term effect on women’s wages have been
challenged in a recent study for Denmark. Nielsen et al. (2004) show that in a wage model that
controls for the endogenous choice between public and private employment, there is actually a
large and permanent negative effect on the family gap for privately employed women taking a
career break of one year due to child birth. For women employed in the public sector, the study
finds no significant effect of a career break. Their study is based on a panel sample of Danish
women, and finds that women who would face the highest penalities therefore, tend to select into
the public sector when they become pregnant or shortly after child birth.?

This self-selection on the part of women between public and private sector employment
may be seen as a rational family reaction to the employment conditions in the two sectors. During
the past few decades, public sector unions (many of which are dominated by women) in the Nordic
countries have given strong priority to improving family-friendly schemes, see Rosholm and Smith
(1996). For instance in Denmark, the compensation rate during the first 6 months of maternal and
paternal leave has been 100% of former wage in the public sector at the expense of general pay
increases. In general, the working conditions in the public sector have been much more family-

friendly than in the private sector with respect to rights to part time employment, care days etc.

A ‘welfare state-based glass ceiling’?

The combination of very generous family-friendly schemes mainly in the public sector and
high public sector employment in all Nordic countries (partly because the Scandinavian welfare

state has taken over a lot of care functions from the private households and these services are
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instead produced by the public sector) may have led to the re-emergence of a new type of male
breadwinner society where mothers (women) select into relatively low paid jobs® in the public
sector where it is easy to combine a career with family responsibilities while men tend to locate in
the private sector, have a low rate of take-up of family-friendly schemes, earn the larger part of
household income and support the family. More than half of the female workforce in the Nordic
countries is employed in the public sector, while this is only the case for 20-25% of the male
workforce. Labor markets in Nordic countries are among the most gender-segmented labor
markets in the world, see OECD (2002a).

How can this system with large pay differences exist over a long period and how can the
public sector attract for instance non-mothers, or men and women who also intend to pursue a
career? It is, after all, not only mothers who are employed in the public sector. One important
factor is that the public sector to a large extent has a monopoly power as the only potential
employer for a large fraction of the labor force in the Nordic countries. For a number of
educational groups such as nurses, school teachers, care workers, there is only one employer,
namely the public sector, which therefore has monopsonistic power when setting wages™.
Combined with unions’ preferences for working conditions improvements at the expense of wage
increases, general macroeconomic conditions, tight public budgets etc. this may explain the
changing wage structure during the latest decades, see Rosholm and Smith (1996), Nielsen et al.
(2004), and Datta Gupta et al. (2006). In the latter it is found that when controlling for observables,
the public sector wages in Denmark were 4% lower than private sector wages in 1983 while this
figure had increased to 14% in 1995. For the U.S. the same figures for the same years were 4.6%

and 1.8%, respectively.
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Another potential boomerang effect of the Nordic family-friendly schemes may originate
from publicly provided child care. There is no doubt that high quality and publicly subsidized child
care has a direct positive effect on women’s position in the labor market. But here also there may
be some negative effects. Publicly provided child care is typically rather inflexible. Though the
Nordic day care centers provide full time care, contrary to some other European countries, opening
hours are relatively short and moreover opening hours have been often been cut as a response to
generally shorter working hours. This means that families with irregular or long working hours
may face child care problems because of a lack of flexibility of child care hours. In a study based
on Danish time use data, Bonke et al. (2005) find that it is mainly women who tend to pick up
children at day care centers, and they further find that doing these time-inflexible types of
housework has a negative effect on wages, especially at the higher end of the wage distribution.

A related issue concerns the amount of housework and do-it-yourself work which is done
within the household. One hypothesis could be that because of the high tax pressure in the Nordic
countries (which to some extent reflects the financing of the family-friendly schemes, public
responsibility for care for the elderly and sick persons etc.), households in Nordic countries spend
more time on doing these types of non-market activities, see Freeman and Schettkat (2005) who
compare EU and the U.S and document the resulting effects on female labor supply. Thus,
households in the Nordic countries may devote more time on and energy on non-market activities
and less effort and time on market work and careers. This effect may further be reinforced because
of the progressive income tax system and fairly compressed wage structures in the Nordic
countries because the high effective minimum wages in the labor market implies that housework
services are expensive, and thus, even high income families often cannot afford to outsource

housework activities. If women are mainly responsible for the home and undertake more non-
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market activities than men, which is still the case in all Nordic countries, this may explain part of
the family pay gap.

However, empirical analyses based on time use studies have not been able to document any
clear relationship between the allocation of time in the household and the observed wage rate, even
when conditioning on different parts of the wage distribution using quantile regression methods,
see Bonke et al. (2005). Only when controlling for the flexibility of housework, is there a clear
negative effect from doing time-inflexible tasks, as mentioned above. The negative effect is large
for men as well as women, but since women tend to do more inflexible tasks, this may explain
some part (though small) of the family pay gap, especially for high skilled groups.

Is this effect a special Nordic effect i.e. are the Nordic countries different from at least
other European countries with respect to these potential housework and do-it-yourself work
effects? Arulampalam et al. (2004) rejects the explanation that the wage dispersion on the market
prices of housework services can explain the glass ceiling in Sweden put forth by Albrecht et al.
(2003). One reason being that glass ceilings are observed in many European countries, and another
reason being that a simple correlation between wage dispersion and the size of the glass ceiling
does not give any significant results. However, there may be more than one reason explaining the
observed glass ceilings in many European countries. The study by Arulampalam et al. (2004)
actually indicates that the structure of the glass ceilings differ between European countries and
between public and private sectors. Second, the insignificant calculated correlation found in this
study is based on only relatively few observations. Third, it is not only the compressed wage
structure but also the combination of a high tax wedge, progressive income taxes, and compressed

wages, which makes household services very expensive to buy in the market. But on the other
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hand, it is fair to state that until now, most of these negative boomerang effects of the Nordic
model have not been clearly identified and documented.

Summing up, the most important and documented effects from the Nordic family-friendly
schemes on equal opportunity and the position of women are all positive with respect to making
women more economically independent of their husbands, and second the negative boomerang
effects from parental leave schemes arise due to mothers taking on average much longer periods of
leave than fathers. Third, the selection effects into the public sector leads to the re-emergence of a
sort of a male breadwinner system in Nordic countries with resulting negative effects on the
aggregate pay gap between men and women. Particularly, the gender pay gap appears to have
widened most at the top of the wage distribution as a result of these policies, which we term a

‘welfare state-based glass ceiling’.

Effects on fertility

Family-friendly policies may also have a number of other effects. To the extent that family
decisions concerning fertility are influenced by economic conditions, it is obvious that these
policies may impact fertility. According to traditional economic theory, see for instance Becker
(1964), children may be considered a normal good, and the economic factors determining the
demand for children in a family are the result of income and substitution effects. In regimes
without family-friendly policies, a negative trade-off between women’s labor supply and fertility
should be expected because the costs of having children increase with the earnings potential of the
mothers. However, family-friendly policies loosen this trade-off, see Del Boca et al. (2003), and
Apps and Rees (2004). Maternal and parental leave schemes reduce the immediate income loss
from having a child, and to the extent that these schemes facilitate a more permanent attachment to

the labor market there may also be long term cost effects. Further subsidized child care, care days
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etc. reduce the costs of children, see Ahn and Mira (2002), who also find that a large income effect
due to women earning higher wages may explain why the relationship between fertility and female
labor supply has turned more positive lately. Inequality and risk aversion may also be important
determinants of fertility, see Apps and Rees (2004), and thus countries with low inequality and
high social safety nets, like the Nordic countries, may experience higher fertility rates.

Simple correlations between women’s employment rate and fertility in a number of
countries indicate that family-friendly policies seem to have had an effect on this relationship see
Table 4. The Nordic countries have had a high female employment rate (age group 25-54 years)
during the last few decades and have succeeded in avoiding large drops in fertility. The most
interesting country is clearly Iceland which combines the highest employment rates of all countries
(86%) with the second highest fertility rate (1.99). For the rest of the Nordic countries, the
employment rate is about 80% and fertility rate is 1.7-1.8, which is at the high end of the
distribution. Most other European countries hold a rather miserable position from an economic
point of view, with low fertility rates, about 1.3-1.4, and low female employment rates (55%-
70%)! The only exceptions are the Netherlands and the UK. In the Netherlands, the explanation is
mainly the widespread use of part-time employment for fathers and mothers. It is interesting to
note that the U.S., which is far behind Europe with respect to family-friendly policies, lies between
the Nordic countries and the rest of Europe with respect to fertility. In the last row of the table,
simple correlations between fertility and employment are reported. It is remarkable, that the
correlation in 1970 was negative whereas the correlation in 2003 is positive and relatively high.
This could indicate that family-friendly policies introduced in the meantime have facilitated the

combination of work and family.

26



(Table 4 here)

Looking at the research within this area, the empirical evidence for the Nordic countries is
rather sparse. Most of the research relates to Sweden. Walker (1995) found that the *speed
premium’ which was introduced for Swedish mothers in the 1980s had an effect on the timing of
fertility i.e. a shorter duration between child births. However, Bjorklund (forthcoming) concludes
in his study of the relationship between Swedish family policy and fertility that in a long run
perspective, there seem to be very small effects of family policy on Swedish women’s fertility. The
effects may as well be due to other factors, for example macro factors such as cyclical fluctuations,
which seem to have had a much larger effect on the fertility of Swedish women during the last few
decades. The same ambiguous results are found for Finland and Norway in Rgnsen (2004) who
finds that extensions of maternity leave duration have a positive effect on fertility, especially in
Finland, but contrary to expectations, the coverage of child care seems to have a negative effect on
fertility in Finland and Norway. However, Rgnsen argues that coverage of child care may in itself
be endogenous and highly correlated to women’s labor supply and queuing problems in local areas
and this may explain the estimated negative relationship.

Thus, the overall research evidence is not clear and does not directly support the hypothesis
that family policy in the Nordic countries is the main explanation behind the fact that these
countries avoided the large drop in fertility when women entered the labor market. Since we still
observe that the Nordic countries have done quite well with respect to breaking the negative
relationship, we may return to more general explanations. It may not be family-friendly policies
that are important for the continuously high fertility and high female labor participation. It may be

the mere existence of social safety nets combined with risk aversion arguments that have had
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positive effects on fertility. But since the fertility level is also high in much more liberal welfare

states such as the U.S., there are still a number of unresolved questions within this area.

Effects on family welfare and children’s cognitive development

How do the family-friendly Nordic policies affect family welfare — are families in general
satisfied and is publicly provided day care beneficial for children? These are of course very
difficult questions to answer, but nonetheless important to consider when making an overall
evaluation of family-friendly policies.

To our knowledge, there is no systematic research relating family welfare to the existence
of family-friendly policies, one exception being Jaumotte (2004). Different hypotheses might be
put forth. Family-friendly policies might increase welfare because they ease everyday life for
families with young children, they facilitate women’s career plans, contribute to women becoming
economically more independent of their husbands and reduce child poverty. Further, parental leave
schemes and paternal leave schemes give fathers greater opportunities to be active caregivers and
to adopt new roles within the family. On the other hand, this may of course also reduce welfare for
some groups i.e. groups within society who do not value women’s emancipation for example.
Surveys published regularly by Eurostat on life satisfaction have always placed the Nordic
countries Sweden, Finland and especially Denmark at the high end of the satisfaction scale, while
Southern European countries like Greece, Spain, Portugal, France and Italy have the least satisfied
populations. Blanchflower and Oswald (1997) have suggested that personal and marital freedom is
an important determinant of life satisfaction among the younger generations, and in this respect
family-friendly policies, along with other policies which support individual economic

independence may in part explain the high level of life satisfaction in the Nordic EU countries.
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Another question which has been more direct researched concerns the relationship between
health and cognitive development of children and family policies i.e. the effects on children from
maternity and parental leave schemes and from receiving child care outside the home. A number of
research findings point to the importance of the earliest years of children’s life for later outcomes,
see a recent survey in Waldfogel (2004). There is no doubt that maternal leave periods of a certain
length is highly beneficial for children’s health and general outcomes. The first period after birth is
crucial for creating lifelong bonds between the parents and the child and for breastfeeding.

A number of studies have found that mother’s work outside the home is harmful for the
cognitive development of their children; see for instance Ruhm (2004) for U.S. evidence and
Ermisch and Francesconi (2001) for the UK. However, these studies typically do not control for
the quality of substitute child care which is found to be a key factor for the well being, health and
cognitive development of children. According to a survey of recent results in Waldfogel (2002,
2004), also confirmed by a recent study by Gregg et al. (2005) for the UK, the main lessons from
the empirical research are that parents’ care is important but that the quality of child care is even
more important. Providing and improving the quality of non-parental care may be an effective way
of improving child outcomes. These results give strong support for the Nordic model of public
provision of formal child care with its educated and regulated care-givers for children in all age-
groups, even in the 0-3 age group.

Another aspect is social mobility. One important potential long term consequence of
publicly provided universal high quality child care is that it facilitates upward social mobility for
children coming from low income families, see Esping-Andersen (2004) and the survey in
Waldfogel (2004). According to Esping-Andersen (2004), this is exactly what has happened in the

Nordic countries. Publicly provided child care in the Nordic countries (mainly the Scandinavian
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countries of Denmark, Sweden and Norway and to a lesser extent Finland and Iceland) has been a
universal public service which has been affordable for and available to all families, or at least,
selection into high quality care, has not been based on family income but rather through a queuing
system which often favors children from deprived families over those from high income families.
Esping-Andersen (2004) estimates a cross country intergenerational mobility model for different
birth cohorts and finds that social mobility of the younger cohorts has increased in the
Scandinavian countries, contrary to the patterns found for the U.S., UK, and Germany.

To our knowledge, there are no studies analyzing the effects of paternal leave and child
outcome (nor the effects on families’ life satisfaction). An interesting question for future research
is whether the new father quota schemes in some of the Nordic countries, especially the very rapid
developments taking place in Iceland with respect to fathers’ take-up of paternal leave have had

any effects on child outcomes.

The financial costs of the public child care and leave schemes

Nordic family-friendly policies have one clear drawback: it is an expensive system and
from a partial equilibrium view these policies are a burden on the public budgets. Table 5 shows
the percentage of GDP spent on publicly provided child care and leave schemes in 2002. Child
care costs (which also cover care of older children) are much larger in the Nordic countries mainly
because of the high coverage and large cost of caring for the very young children, aged less than 3
years. Denmark spent 2.7% of GDP on public child care, Sweden 1.9%, Norway and Finland about
1.6% while Iceland spent 1.1%. The public cost of leave schemes is highest in Sweden (0.8% of
GDP) and about 0.5% of GDP in Denmark and Norway. Compared to the rest of the OECD

countries included in Table 5, these figures are very high. In the US and UK, only 0.5% of GDP is
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spent on public child care and about 0.1 on leave schemes. Thus, Denmark and Sweden spend
roughly four to five times as much (measured as a percentage of GDP) as the US and UK.

Rosen (1996) argued that the publicly subsidized family policy system in Sweden where
taxes are high in order to finance subsidies for home-provided goods (such as child-care) creates
substantial deadweight losses by encouraging women to enter the labor force and produce
household services instead of material goods. However, Aslaksen et al. (2000) criticize this
analysis by pointing out that there could be welfare gains induced by the positive external effects
of high-quality child care and its implied distributional impacts.

There are of course a number of other indirect gains for public sector budgets from family-
friendly policies that are worth mentioning. The potential gains related to increased labor force
participation of mothers can lead to a reduction of the obsolescence of mothers’ human capital and
loss of earnings capacity during child bearing and child rearing periods. Also, the resulting
increased fertility has a positive effect on the country’s future tax base. Further, the costs of the
family-friendly policies and especially the public costs of child care may also be considered
compensation to dual earner families because taxes are only paid on market income, while non
market work is untaxed. Alternatively, child care costs might be tax deductible. In the Nordic
countries where the tax pressure is approaching 50%, these tax incentives may be very important
and without child care subsidies and leave schemes, there would be large incentives to undertake
non market work, see the survey on public finance arguments for child care and leave policies in
Cleveland and Krashinsky (2004), who argue that the total financial net effects on public budgets
of these policies are positive when including long term effects resulting from mothers’

participation and tax payments, Cleveland and Krashinsky (2004, p. 47).
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Conclusion —a model to aspire to?

Most European welfare states face serious problems with respect to financing their welfare
systems in the upcoming decades because of ageing populations and increased international
competition due to globalization. This implies an increased pressure on the relatively high tax
levels in many EU countries, especially the Nordic countries which have some of the highest tax
levels in the world. The ‘Nordic model’ with respect to child care is a relatively expensive model -
Is it a model to aspire to?

The answer to this question depends of course on political preferences concerning equal
opportunity, family values, and preferences concerning inequality. However, based on an
economic perspective and the fact that, formally, equal opportunity is an accepted general goal for
all governments the answer must be a ‘yes’, but with some reservations. The discussion in this
paper has indicated that the Nordic countries have arrived at solutions to balancing family
responsibilities with market work in a way which seems to be robust to future economic challenges
and which have more desirable properties with respect to female labor supply, fertility, children’s
development and gender equality issues.

However, there are drawbacks to some of the features of the Nordic model. First, the
Nordic model is expensive. Denmark and Sweden have the highest tax pressure in the world: 51%
of GDP in Sweden and 49% in Denmark in 2001. Finland and Norway follow by 46% and 43%.
Iceland has the lowest tax pressure among the Nordic countries with ‘only’ 37%.

A second, and maybe a more surprising, reservation concerning the Nordic model is that
the Nordic women no longer seem to hold a clear lead with respect to their position in the labor
market, compared to women in other countries who have not benefited from such extensive

family-friendly policy schemes. The reason may be that some of the family-friendly schemes have
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serious boomerang effects on women’s position in the labor market, especially for the more
educated women. To some extent, the Nordic welfare state model may even have created a type of
‘system-based glass ceiling’: Not the traditional glass ceiling within the individual firms, but a
glass ceiling which all women become subject to because of the functioning and design of family-
friendly schemes in the Nordic welfare states. We explain this glass ceiling largely by the fact that
women are still mainly responsible for the tasks done at home, and that their take-up rates of
maternal and parental leave far exceed that of men’s, and by the fact that women tend to crowd
into the large public sector which offer the more family-friendly jobs — but at lower wages.

The research results discussed above show that it becomes problematic for women’s
general position in the labor market when family policy is mainly directed towards giving mothers
the right to be on long paid maternal leave or in general become the principal care-giver for the
family since mothers become a less valuable workforce for employers in a labor market where still
more jobs are subject to high adjustment costs. Statistical discrimination effects may further extend
these effects to all women, not only mothers. The negative effects seem to harm especially women
at the higher end of the qualification distribution, while women at the lower end seem to have
actually benefited from the development during the latest decades. When facing the future
challenges posed by an ageing population and increased global competition, it is important to
avoid a situation where a large proportion of the work force loses important skills during long
periods out of the labor market.

Looking at the specific schemes, clearly differences exist between the Nordic countries.
Iceland started somewhat later than the other Nordic countries in introducing a number of welfare
schemes. Thus, there is not much research available yet on intergenerational mobility or other

effects of the relatively new policies introduced in Iceland. However, Icelandic women have now
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taken the absolute lead with respect to labor force participation, and Icelandic men have had an
impressive increase in their take-up of parental leave days. Icelandic women still face considerably
lower wages than their male colleagues, but an interesting question for future research will be to
study the long term effects of these recent and substantial changes in Icelandic family policies — in
particular to assess whether Iceland has found a model which other countries, even the other

Nordic countries, may want to aspire to.
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Figure 1. Paid Maternal leave, weeks. 1999.

70

T T T T T T )
o o o o o o o
© n < m N —

SM9aM ‘04

Australia
New Zeal.
USA
Germany
Japan
Ireland
Canada
Belgium
Spain
Netherlands
France
Uk

Italy
Portugal
Iceland
Slovak
Denmark
Norway
Finland

Sweden

Source: OECD (2001, Table 4.7).

44



Figure 2. Child care coverage (%) for children 0-2. Public or private formal child care.
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Note: The figures refer to the years 1998-2000 for most of the countries, except for the U.S. (1995) and Norway
(1997), Iceland (1995).

Source: OECD (2001, Table 4.7) and for Iceland NOSOSCO (2002).



Figure 3. Employment Rates for Women in Families with a Child less than 6. 1999.
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Figure 4. Employment rates for women aged 20-34 in the Nordic countries.
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Figure 5. Gender Wage Gap in selected OECD countries 2002, Industry and Services. Gross

earnings for full-time workers in industry and services.
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Figure 6. The development of the female-to-male wage ratio in the Nordic countries. Manual

workers in the private sector.
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Table 1. Child care coverage: Children enrolled in child care and municipal family day care as a

percentage of the respective age groups

Denmark Finland Iceland” Norway Sweden

1990

0-6 years 61 44 33 48
1995

0-2 years 48 18 37 22 37
3-6 years 83 55 64 61 74
7-10 years 53 5 45
2002

0-1 years 9 1 8 2 0
1-2 years 78 36 72 40 65
3-5 years 94 67 93 82 91
6 years 90 68 83
7-10 years 66 3 58

Note 1: From 1995 on, only children aged 0-5 years are included.

Source: NOSOSCO (2002)
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Table 2. The share of the total leave period (incl. maternal, paternal, parental leave and daddy

days) taken up by the father

Denmark Finland Iceland Norway Sweden
1990 4,2 7,7
1995 4.4 3.6 0.1 5.8 10.3
1996 6,5 10,6
1997 5,7 --- - - 9,9
1998 5,4 --- --- --- 10,4
1999 5,6 11,6
2000 5,5 4.1 3.3 7.2 13.7
2001 5.7 4.3 115 8.3 15.0
2002 55 4.8 19.6 8.6 16.6
2003 59 313 13,2
2004 4,7 5,4 --- 13,7 ---

Note: For the years 1995, 2000-02 the figures includes leave periods related to birth and adoption while adoption is not
included for the other years.

Source: NOSOSCO (2003) (1995,2000-02). For other years: Statistics Denmark, Unpublished statistics, Kela
(Finland), Statistics Norway, SOU (2003) (Sweden), Sundstrom and Dufvander (2002) (Sweden), Einarsdéttir and

Pétursdéttir (2004) (Iceland).
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Table 3. Decomposition of changes in the Danish gender wage gap. Full-time employed salaried

workers. 1983-1995.

Denmark us
1st Mean 9th 1st Mean 9th
decile decile | decile decile
Change in gender wage gap -2.4% 5.4% 14.8% 0.3% -9.6% -10.3%
Due to:
Observed qualifications 1.9% 1.0% 22% | -7.1% | -10.9% | -14.2%
Unobserved factors etc. -4.3% 4.4% 17.0% | 7.2% 1.3% 1.3%

Source: Datta Gupta et al. (2006)
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Table 4. Total fertility rate and female employment rates, early 1970s and 2000s.

1970-1975 2000-2005
Total Fertility Female Total Fertility Female
Rate Employment Rate Employment
Rate age 25-54 Rate age 25-54

Denmark 1.95 76.8 1.76 78.9
Finland 1.82 70.4 1.76 78.8
Iceland 281 80.8 1.99 85.7
Norway 2.50 51.7 1.80 79.7
Sweden 1.92 63.4 1.71 81.7
Belgium 2.25 45.8 1.61 67.7
Germany 2.03 47.0 1.34 72.0
Spain 2.90 24.8 1.29 56.5
France 2.47 49.2 1.89 71.8
UK 243 60.3 1.71 74.1
Greece 2.39 40.1 1.27 56.6
Ireland 3.93 22.1 1.98 65.1
Italy 242 27.9 1.29 54.9
Netherlands 2.57 22.6 1.75 73.9
Poland 2.20 67.7 1.24 62.1
Portugal 2.83 45.9 1.44 74.2
United States 2.00(*) 47.8 2.07 72.0
Japan 2.10 4.7 1.38 64.4
Korea 4.30(*) 47.0 1.49(*) 56.8
Correlation -0.426 0.668

Source: Employment data: OECD Labour Market Statistics. Fertility data: Eurostat. Numbers marked by (*) are from
Human development report. Period 1970-75 and 2000-2005. Exceptions are for female employment rate 1970-1975:
Denmark, Belgium and Greece (1983), Iceland (1991), UK (1984), Poland (1992).
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Table 5. Percentage of GDP spent on publicly provided child care and leave schemes in selected

OECD countries.

% of GDP spent on % of GDP on publicly | % of GDP on publicly
publicly financed provided child care and | provided child care and
leave schemes” pre-school services leave schemes”

Denmark 0.5 2.7 3.2
Finland 0.6 15 2.1
Iceland 0.6 11 1.7
Norway 05 1.6 2.1
Sweden 0.8 1.9 2.7
Australia, 0.0 0.3 0.3
Austria, 0.6 0.9 15
Canada 0.2 0.3 0.5
France ? 13 ?
Germany 0.1 0.8 0.9
Ireland 0.1 0.5 0.6
Japan 0.1 0.3 0.4
Netherlands 0.2 0.2 0.4

New Zealand 0.0 0.3 0.3
Portugal 0.1 0.5 0.6
Switzerland 0.1 0.3 0.4

UK 0.1 0.5 0.6

Us 0.0 0.5 0.5

Simple cross country correlation between % of GDP and fertility/female employment:

Fertility 0.412 0.343 0.424
Female employment 0.664 0.564 0.630

Note 1. The figure includes only public expenditures on leave schemes, not expenditures paid by the employer. For the
public sector, only the costs related to the leave scheme are included, not the employer specific costs due to collective
agreements on for instance full payment during leave.

Source: OECD (2002b, 2003, 20044, 2005), Jaumotte (2004) and Eurostat (information on leave schemes for

Germany, Iceland, Norway). Information on leave schemes refers to the years 2001-03 and child care 1999.
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Endnotes:

! See Jaumotte (2004). However, for Iceland there are still considerable disincentives for second
earner labor supply.

2 The United States introduced an unpaid leave period (cf. the FMLA) in 1993.

® The concept of ‘parental leave’ also includes the Danish “child care leave’ scheme. We do not
include in the definition of ‘leave’ the Finnish and Norwegian cash subsidy for child care because
these schemes are very different from traditional leave schemes.

* Although certain large groups in the labor market have negotiated special agreements with even
higher replacement rates, e.g. 90% of former earnings in the case of all state and government
employees in the public sector in Sweden.

> When the compensation is based on former earnings and the maternal leave periods are long as in
the Nordic countries, an important question is whether the compensation is based on former hourly
or annual earnings. In Sweden, it is former annual income, and this means that the compensation
rate declines over time if the mother gives birth to additional children within a few years i.e. she
has no or little employment between childbirths. It can be said that Sweden has a ‘speed premium’
which implies that women who give birth to their second or subsequent child within a relatively
short time period after the birth of a child can maintain the benefit level, despite their previous
wage income not qualifying for this benefit level. In Denmark, the compensation is based on
previous hourly or monthly earnings, not annual income, and thus, the compensation rate does not
usually decline over time.

® Hiilamo and Kangas (2005) attribute this in part to the prevailing political discourse in Finland

which has emphasized the positive qualities of home care and women’s “freedom to choose”,
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contrasted to the very different debate in Sweden and other Nordic countries where home-based

care has been seen as a “trap for women”.

’ The definition of participation rates may overstate the ‘real’ attachment to the labor market if
mothers on maternal leave from a job are registered as being labor force participants. This is
typically the case for mothers on formal leave in the Nordic countries. For this purpose,
employment rates may be more reliable.

® This permanent loss may reflect different career paths and promotion chances for men and

women in the private sector. For instance, the number of women who reach top positions (CEO-

level) in the Nordic countries is low compared to many other countries; see Smith et al. (2005) and

Henrekson (2004).

% These jobs are not typically low paid jobs in the sense that they often demand high qualifications

and education, and also offer full job protection and full rights to social security goods etc.

1% In fact, a relevant question which we do not address here could be to what extent publicly-

provided care and services tends to “crowd out” private care. See for example Cutler and Gruber

(1996) for an analysis of this type on the insurance market
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