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PARTNER CHOICE AND WOMEN'SPAID WORK - THE ROLE OF EARNINGS
The growth in female labour force participation in the industrialized countries during the 1960s and
1970s gave rise to alarge body of research on femde labour supply. A common finding of these sudies
was that the woman's own wage increased her labour - market activity while the hushand' s income
reduced it and that the former effect tended to exceed the latter (for areview, see for example
Killingsworth and Heckman, 1986). In the last couple of decades stegper growth in participation rates
has, however, been observed in severd countries among women married to men with higher earnings at
the same time as household inequdlity has widened (see for example Juhn and Murphy, 1997; Cancian
and Schoeni, 1996; Karoly and Burtless, 1995). Similarly, cross-section tables for 1996 indicated that
Swedish women with a high-earning partner work longer hours, on average, than those with alow-
earning partner (Karlberg, 1999). These trends have spurred research interest in assortative mating,
snce one possible explanation for the rise in participation of wives of higher earning husbands is that
these wives have higher market earning capecity, that is, that there is increased positive asortative
mating (homogamy) based on labour market characteristics. Alternative explanations are, of course, that
the impact of spouses’ earnings on women's labour supply has declined or that the impact of women's
own earnings has grown over time.

The purpose of thisarticle isto study the alocation of time between employment and nor
employment among married and cohabiting mothers and its changes over the years 1968-92. To that
end, we study the impact of own and spouse’ s earnings on the labour - market trangtions of married and
cohabiting mothersin Sweden. Using hazard models we anayse the trangitions between employment and
non-employment, between full-time and part-time work, as well as from parentd leave to full-time and
part-time work and include earnings as time-varying covariates which as not been done in prior research.

Previous labour - market studies have used hazard regresson mainly to andyse exits from unemployment



and women' s return to work after childbirth. Recently, this method has however been employed for
andyses of other labour - market trangtions, for example by Blossfeld and Rohwer (1997) for Germany,
and by Drobnic and Wittig (1997) for the U.S, but neither of these studies analyses the impact of
earnings.

We start, however, by investigating and comparing the degree of earnings homogamy among
married and cohabiting couples with children, its changes with partnership duration and over caendar
time, first of al, because any change in mothers paid work found in the trangition analysis could be the
result of changes in pre-union speciaization or in assortative mating based on earnings. Second,
examining the trend in earnings homogamy iswarranted in its own right Snce it affects household income
inequality and living conditions of children. In particular, the Swedish caseis of interest Snce Sweden has
long had high female labour force participation, high levels of cohabitation aswell aslow levels of
household income inequality by internationa comparison.

We use data from the 1992 Swedish Family Survey (SFS) supplemented by very accurate
earnings information from the nationd taxation register. A vauable aspect of this data set isthat it
comprises life- history informeation from age 17 on both married and cohabiting individuas. A unique
aspect of the data set isthat it includes longitudina earnings data for the respondent and her or his
spouse, including former spouses, if they were married, or for cohabitantsif they had a child together.
Pre-union or pre childbirth earnings data are available only for respondents.

The article has the following outline: In the next section we discuss the literature on assortative
meating based on earnings and on effects of own and spouse’ s earnings on women's labour market
activity. To give a background to the Swedish case, the following section briefly reviews trendsin femde
labour market activity and in rates of marriage and cohabitation aswell as presents the Swedish

parental- leave programme. Next, we present our data and then our results on carrelations between



gpouses earnings. After that, we turn to mothers' labour - market trangitions and give an account of
method, sample and covariates used in the analysis. We present our findingsin the following section and

end by a concluding discussion.

RELATED LITERATURE

Specialization and assortative mating

According to awel known theory the mgor economic gains to partnership formeation arise from
gpecidization on market and non-market work and exchange based on the relative comparative
advantages of spouses (Becker, 1991). When the time uses of the partners are more complementary
and |less subdgtitutable, the degree of specidization will be lower. Becker argues that positive assortetive
mating on mogt traits will dominete, that is, ‘high-quality’ menand women will tend to marry each other
rather than sdlecting ‘lower-quality’ mates when these qudities are complements (p.114).* Correlations
between intelligence, education, age, race, wedth, rdigion, ethnic origin, height, place of origin and many
other traits of spouses have, in accordance with this theory, been found positive and strong (for areview,
see Kamijn 1998). Somewhat contradictorily, Becker then claimsthat a negative sorting by wage rates
should be optima but has difficulties finding comforting evidence on thet (p.118). Thisis not surprising
since a pogtive correlation is not inconsistent with a gender-based division of labour. Neither does it
preclude that wives of higher earning men work fewer market hours than wives of lower earning men.
Davies, Peronaci and Joshi (1998) argue that considerations of search costs, too, might lead usto
expect positive sorting based on wage rates since men and women with similar wage rates are more
likely to encounter each other, than those with very different wage rates, if the educationad and work
environments aso function as partnership brokerages. They suggest that the importance of this

consderation has grown over time due to the increased participation of women in higher education,



decreased occupationa segregation and the declining importance of other socia ingtitutions such as
churches.

Another reason why spouses traits may be positively corrdated is that there may be other
economic gains to marriage than those from specidization: there may even be disadvantages associated
with specidization (see Oppenheimer and Lew, 1995). Blau and Ferber (1986), Lam (1988) and Weliss
(1997) emphasise gains such as the sharing of household public goods, risk sharing and positive
externdities from the consumption of the other spouse. These gains will be greater among homogamous
couples and may have become more important over time.

A criticd issueis, however, a which point in time correlations are measured. To make inferences
about whether thereis positive (or negative) sorting in traits that might change over time, such as wages,
one needs data prior to union formation. This is because the wages we observe during partnership are
the result of, in part, pre-partnership characteristics and, in part, of the divison of labour during
partnership, given these characterigtics. On the other hand, sSince wages at younger ages are rather
weekly correlated with life-time earnings (Bjorklund, 1993), pre- partnership earnings correlations may
be mideading. Studies of assortative mating usng pos- marriage data have generaly focused on traits
that do not change, such asrace, or traits that do not change much beyond a particular point, such as
educationd level. Thus, Bjorklund (1992), whose study is the only Swedish one, finds astrong and
positive correlation between husbands and wives' education. Also the well-known study by Mare
(1991), which uses data on newlyweds in the U.S,, finds an increasing association between spouses
schooling from the 1930s to the 1970s, but a stable or decreasing one for the 1980s. When adjustments
are made for time between school and marriage, evidence of increased educational homogamy remains.
Mare suggests that this is due to increased competition in the marriage market for wives with good

labour market prospects.?



Studies of partner choice among cohabiting couples are rare. Schoen and Weinick (1993) is
unique in comparing the degree of age, educationd, religious and racid homogamy among young married
and cohabiting couplesin the U.S. Interestingly, cohabitants showed a greater propensity to choose a
partner with the same education and alower propensity to choose a partner with the same age or
religion, as compared to recently married persons. Since year of birth and religion are more permanent
characteridics of apartner, they interpret their finding as supporting their view that marriages are more
long-term, and cohabitations “looser bond”, relationships.

Few studies have andlysed assortative mating based on wage rates. Recently, however, Juhn and
Murphy (1997) found a podtive relationship between the wife' s wage rate and the husband’ s hourly
wage decile for the U.S,, ardationship which became more positive over the years 1969- 89. Dirven,
Lammers and Ultee (1991) found evidence of positive sorting in wage rates for seven countries,
including Australia, Canada, the Netherlands and West Germany around 1980. Most other studies have
used data on annua earnings. Thus, using the Luxembourg Income Study Cancian and Schoeni (1996)
andyse correlations in annua earnings for married couplesin ten developed countries. They find pogtive
corrdationsfor Augtralia, Canada, France, Israel, Norway, Sweden - which had the highest values, the
U.S. and positive, but low, for the U.K. For countries for which there are data for two years - Audrdia,
France, Sweden and the U.S.- they find increasing earnings homogamy. Interegtingly, they find negetive
earnings correlations for Germany and Switzerland. A limitation of the study isthat it does not take
marriage duration into account.

Davieset d. (1998) use pre- and post- union formation data on spouses earnings to anayse
assortative mating and specidization among British married and cohabiting couples. They find a strong
tendency towards positive assortative mating by earning power. The correlation between the estimated

potentia earnings of partners at the time of union formation is about 50 percent, while the correlaion of



current earnings is lower. The initid spousa wage gap had a significantly negative effect on the woman's
full-time work experience after partnership formation and so had union duration. Interestingly, these two
relationships held for married couples but not for cohabitants. The results suggest, the authors say, that
marriage is more likely than cohabitationto lead to specidization. However, it is possible aso that

couples sdlf-sdlect into the two types of partnership based on their preferred time alocation.

Effects of own and spouses’ earnings on women'’s labour-market activity

Has the impact of women’'s wages and spouse’ s earnings on femae labour supply changed over time?
Unfortunately, it is difficult to draw firm conclusons from the recent studies that have used advanced
methods to take account of taxes and transfers, since the range of estimates iswide (see Aronsson and
Waker 1997 for areview of the Swedish evidence). The findings of Leibowitz and Klerman (1995) on
the employment of U.S. married mothers suggest, however, that the positive effect of female earnings
intendfied over the period 1971-90 and that the effect of men’s earnings became less negtive.
Consgtent with these results, Sundstrém (1987) found positive effects of Swedish women's wages on
annua hours worked for the years 1967, 1973 and 1980, and smadller, aswell as weskening, negetive
effectsof non-labour income (mainly spouse’ s earnings); the effect for 1980 was not even Satisticaly
sgnificant (p.132).

As mentioned, previous labour-market studies have mainly used hazard regression to analyse
women's return to work after childbirth (see for example Joesch, 1997; Rensen and Sundstrém, 1996)
and the exits from unemployment, athough the latter studies have rardly distinguished between women
and men (for areview, see for example Pedersen and Westergaard- Nielsen, 1993). Recently, however,
hazard regression has been employed to analyse women' s trangitions between part-time work, on the
one hand, and nonemployment or full-time work, on the other hand, for example by Blossfeld and

Rohwer (1997) for Germany, de Graaf and VVermeulen (1997) for the Netherlands, Leth- Serensen and



Rohwer (1997) for Denmark and Drobnic and Wittig (1997) for the U.S, none of which include earnings
covariates. Bernasco (1994) does include husband' s earnings in his anadyss of Dutch women's exits
from and entries into employment. He finds the expected positive (and significant) effect of husband's
earnings on women's exits rates while the effect on entry rates is insgnificant. However, one cannot
make inferences about the relative importance of women’s own and their pouse’ s earnings from this

study sihce women's earnings are not included.

THE SWEDISH BACKGROUND

Trends in female labour -market activity

During the 1970s and 1980s employment rose strongly among Swedish women, especidly among those
with children. Therise was particularly steep in the 1970s when labour - force participation rose from 59
percent in 1970 to 75 percent in 1980 among women aged 16-64 and from 50 percent to 76 percent
among mothers of pre-school children. The rise continued in the 1980s, but at a dower rate, to reach 83
percent among al women and 87 percent among those with pre-school children in 1990. The recesson
in the 1990s brought the rates down to 74 percent and 78 percent, respectively, in 1998 (Swedish
Labour Force Surveys). This rise in femae employment has, however, largely taken the form of part-
time work.® The proportion of employed women working part time rose from about 38 percent in 1970,
peaked at 47 percent in 1982, decreased to 42 percent in 1990 and further decreased to 37 percent in
1998. Part-time work is particularly common among Swedish mothers of pre-school children: the
proportion has remained close to 60 percent among these mothers throughout the period studied.
Previous research (Sundstrom, 1987, 1993, 1997) has suggested that while women'’s propensty to
work part time tends to vary over the life-cyde, overdl shiftsin women's part-time work in Sweden are

closdly rdated to the system of socid benefits and tax rates and changesin these. Swedish part-time



workers have long been entitled to the same socid benefits as full-time workers, some, such as sick- pay,
proportiona to earnings and others, such as vacation weeks, on an equal basis. Also, in the 1970s
severd options of reduced hours were introduced for full-time workers, some of which had
compensation for loss of income (for example, part-time parenta leave). Further, while the margind tax
rates for married women were reduced substantidly in the early 1970s through the introduction of
individua taxation of married spouses, they rose consderably in the late 1970s dso for average income
earners, which increased the profitability of part-time work over full-time work. When margind tax rates
were cut in 1983 and thereafter, full-time work increased again anong women.

The parental-leave programme

Employed Swedish mothers have had the right to maternity leave at childbirth with some pay since 1955,
with length of leave prolonged in 1962. The current programme dates from 1974 when six months of
parental |eave was extended to fathers and the replacement leve raised from about 65 percent to 90
percent of previous earnings up to ardatively high celing. Leave benefits are paid out of generd taxes
and can be used full time or part time any time before the child turns eight. Benefits are taxable and
pensionable and give employed recipients the right to paid vacation. The benefit period was extended to
seven monthsin 1975 and to nine monthsin 1978, the ninth of which was compensated at aflat rate
equd for dl recipients. In 1980 the leave entitlement was further extended to 12 months and in 1989 to
15 months. Since 1980 the three last months of leave have been compensated at the flat rate. Parents
with no earnings prior to childbirth receive only the low flat rate payment, so the programme gives
women a strong incentive to be employed prior to childbirth and even to postpone childbirth until

earnings are aufficiently high.#
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Changes in rates of marriage and cohabitation

Over the past three decades marriage rates have declined in Sweden at the same time as non-mearital
cohabitation has become increasingly more common. Among women born in the late 1930s about one-
third had lived in a consensud union before marrying or having afirst birth and this proportion rose to
more than four-fifths among women born in the early 1950s (Hoem and Rennermam, 1985). Also, the
duration of cohabitation has increased consderably; among women born in 1949 dmost two-thirds hed
married their partner within five years of cohabitation but this was true only for about one-third of
women born in 1964 (Bracher and Santow, 1997). Despite dl this, the propendty to enter a union has
not declined; four-fifths of women and two- thirds of men born betwean 1949 and 1964 had beenin a

union (marital or consensud) at least once by age 25 (Hoem, 19954).

DATA

Our analyses of correlations between spouses’ earnings and of mothers' 1abour-market trangtions are
both based on the 1992 Swedish Family Survey (SFS) conducted by Statistics Sweden. Both women
and men were interviewed. The survey contains retrogpective histories of respondents’ partnerships,
childhirths, educationd activities, employment, and other activities, as well asinformation on family
background. The SFSis based on samples from five birth cohorts, namely 1949, 1954, 1959, 1964,
and 1969, but information on men isrestricted to the 1949, 1959, and 1969 cohorts. All in all, 4,984
persons were interviewed of whom 3,317 were women. The survey information has been combined with
data on annud earnings for respondents and their partners (including former partners) from the nationa
taxation register for the years 1968-92. Therefore, our earnings data are very accurate and not subject

to recdl or messurement errors. On the other hand, the employment histories are not detailed enough to
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enable us to calculate wage rates. We do, however, control for months and hours worked in a
multivariate andyss of earnings correations (see below). Earnings include income-related and taxable
transfers, such as sick pay and parenta leave benefits from 1974.5 For individuas who haed income from
employment we dso indude their income from sdlf - employment (for more details on the definitions of
earnings variables, see Appendix 1). Information about partners earnings is available for dl years for
married couples, but for cohabiting couples only in the years after they had a child together. As aresullt,
the following analyses are restricted to the 2,135 women in the SFS who hed &t least one child and lived

with a partner after firgt birth.

EARNINGSHOMOGAMY AM ONG MARRIED AND COHABITING COUPLESWITH
CHILDREN

At thetime of first birth the married and the cohabiting women in our sample differ on severa
characterigtics and the differences have increased over time (Table 1). The married scored higher on
indicators of socid status than the cohabitants and this tendency was stronger among those that had their
firgt birth after 1979. Among the married, more women had a university degree, fewer had afather who
was ablue-collar worker and their earnings were dightly higher and so were those of their spouse. Also,
married women were older on average, had longer experience of full-time work and had lived with their
partner longer than cohabiting women at the time of firgt birth. In addition, the married more often hed at
least one religious parent and were to alarger extent born outside Sweden (for a closer analyss, see
Bracher and Santow, 1997). Further, Bernhardt (1995) demonstrates that cohabiting parents are less
likely than married parents to pool their finances; about 88 percent of married parents reported that they
pooled their finances completely, as compared to 76 percent of cohabiting parents. In addition,

cohabitetio ns in Sweden, as esewhere in the world, have much higher break -up rates than forma



12

marriages (Hoem and Hoem, 1992). The two latter facts are consstent with the hypothesis raised above
that cohabitation is alooser type of partnership and less conducive to specidization.

Clearly, cohabiting and married parents differ substantially. What about the partners - are they
more smilar in terms of earnings power if they are married than if they are cohabiting? If cohabitation
implies alower commitment than marriage, and if homogamy increases partnership utility, we would
expect married partners to be more equa and their earnings to be more smilar than those of cohabiting
partners. On the other hand, marriage might be more conducive to a gender- based division of |abour
between partners, so for that reason we may hypothesize earnings of the married to be more unequa
than those of cohabitants. Whichever isthe case, we should expect the gains from such a specidization
to have diminished over time because, anong other factors, mae-femade wage differentids have
narrowed (Edin and Richardson 1998) and public policies, such as parental leave and subsidized day-
care, have stimulated mothers' labour supply (Rensen and Sundstrom, 1996). Spouses' earnings should
thus have become more similar, especialy among married parents.

We compute the correlations (Pearson correl ations coefficients) between spouses annua
earnings one year and five years after first birth by period of firgt birth. ¢ Both married and cohabiting
parents seem indeed to be positively sorted based on earnings (Table 2),athough corrdations among
cohabiting parents are lower and less significant, especialy when broken down by period.” Thisisinline
with the “looser bond” hypothesis, but might also reflect the fact that earnings of cohabitants &t firgt birth
diverge more from their potentia earnings, snce they are younger on average than the married. Also,
correaions increase over caendar periods of firgt birth for married couples, but not for cohabitants. This
suggests that the degree of specidization has decreased among the married, as expected. Our results for

the married are highly smilar to the corrdations of .186 for al Swedish married couplesin 1981 and of



.227 in 1987 found by Cancian and Schoeni (1996). They are dso quite Smilar to - or even higher than
- those found for the corresponding Finnish marriage cohorts by Cancian and Jantti (1997).8

When it comes to the possible change in assortative mating based on earnings the results are less
informative, however, since they could be due to the rise in mothers' |abour market activity. As
mentioned, we can not compute wage rates, and therefore to anayse this issue we regress the woman's
annua earnings on spouse’ s earnings and standardize for her labour market activity by including controls
for her months of full -time work, months of long part time and months of short part time during the
income year.® We aso control for the woman's age, and to take account of possible lossin earnings due
to maternity leave, the age of the youngest child in months. Since earnings data are censored a zero we
use atobit-mode (see Maddala, 1983).

Thetobit- estimates also show a positive corrdation between spouses annud earnings for
married couples (Table 3).° Among cohabiting couples thereis no clear pattern. However, we find no
evidence of increased sorting based on earnings over calendar periods of birth even among the married,
nor does the relationship between husbands and wives earnings change much over the five years. Thus,
from Table 2 and 3 together we conclude that there is assortative mating based on earnings among
married couples which has remained stable over time, that the degree of positive sorting is grester among
married than among cohabiting couples and that the division of labour has become less traditional among

married parents.

MOTHERS LABOUR-MARKET TRANSITIONS
Method
We andyse sdlected |abour market trangitions for women using piece-wise congtant exponentia hazard

models (see for example Blossfeld and Rohwer, 1995). The dependent varigble is the hazard rate
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r X (1)) = lim P(t.t+ Dtlgt 34 X(1)

where T isthe time of the event of interest, t isany fixed point intime under risk and P(t,t + Dt) isthe
probability that the event occursintheinterva [t,t + Dt). X(t) represents the vector of explanatory

variables, which may, or may not, vary with duration t. In piece-wise constant hazard modds, the time
axisisdivided into intervals and the hazard rate is assumed to be congtant in each interval. As duration
intervals we choose multiples of six months, the choice of which varies between transitions depending on
the exit rates observed. The effects of the covariates on the hazard rate are assumed to be constant over
the observation period.

Our units of observation are women's spellsin the different labour market states, not the
individua women, and thus some women may have more than one episode of the sametype. If the
recurrent pdlls are influenced by unobserved characteritics, the mode assumption of independence
between episodes will be violated. As a consequence there is a possibility that the standard errors of the
parameters will be underestimated and that the estimates will be biased.

To check for dependence among observations, we follow a procedure suggested by Allison
(1995) and estimate models for second episodes with the duration of the first episode of thet type
included as a covariate. If the durations of the first and second episodes are uncorrdated, possible
dependence between episodes can be ignored. We find no significant relationship between durations of

first and second episodes for any of our transitions.™*

Sample and labour-market transitions
We andyse the labour- market transitions of married and cohabiting women who hed their firg birth in
1968-92. Since we are interested in the effects of own and spouse’ s earnings on mothers' timein paid

work, we focus on trangtions which involve a change in hours of work, thet is, the trangitions between



ful-time and part-time work, between employment and non employment and the exits from parenta
leave to part-time and full-time work. Thus, we do not analyse entries into and exits from education, nor
entries into parentd leave, the latter basicdly reflecting the decision to have a child. Wefollow women's
labour-market activities from January of the year in which they turned 17 or from firgt birth, whichever
occurred later.12 The observation period ends either at separation from the partner or at interview,
whichever occurred earlier. For many couples our earnings information does not cover their whole
observation period. When the earnings history isincomplete we have used the part which is available (for
further detalls, see Appendix 1).

For the observation period al episodes of full-time employment, part-time employment*3, full-
time education, and parenta leave are identified.** Remaining gaps are dassified as norremployment and
are only taken into account if they were longer than three months. We present the resulting months spent
in full-time work, part-time work, parental leave and non-employment and their distribution on
background characterigticsin Table A, Appendix 2. Clearly, part-time work dominates among mothers
in our sample.

Spdlls andysed start immediately after the trangition to the state of interest and, consequently,
episodes end at the trangition to another state, except for parenta leave episodes. The latter are
censored if, and when, a new birth occurs more than ten months after the beginning of the leave. A new
leave episode Sarts a the time of the new hirth.

Table 4 reports the resulting number of labour market trangtions for women and, for
comparative purposes, for men. Shifts between, on the one hand, part-time or full-time work and, on the
other hand, parenta leave are the most frequent trangitions women make. As described above, the
entitlement period of maternd/parental |eave was extended in steps from six months (since 1962) to 15

months (since 1989) during the period studied. Since the number of women employed, and hence the
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number entitled to maternity leave, has increased, time spent non-employed after childbirth has
decreased over the period, and across cohorts. This was accompanied by only aminor increasein the
duration of parentd leave. Thus, while average time in non-employment dropped from 41 months in the
1949 birth cohort to 16.2 monthsin the 1964 cohort, average duration of parental leave rose only from
11.8 months for the former cohort to 13.7 months for the latter cohort. A factor contributing importantly
to this trend was no doubt the expansion of subsidized child care (see Gustafsson and Stafford, 1992).
The number of trangitions of men reflect their strong attachment to full-time work. Men experienced far
fewer trangtions than women. However, the shifts between full-time work and full -time education and

those from full-time work to non-employment reach levels comparabl e to those for women.

Covariates

The covariate woman' s earnings equas her during the caendar year before the year & risk. In the
same waly, SPoUse’ searnings is her partner’s earnings during the previous caendar year. Both
covariates are time-varying and expressed in 1992 Swedish crowns (in 10,000) (SEK 100 = EUR
11.50 as of November 1999). We expect mothers amount of paid work to be positively affected by
their own earnings and negatively affected by spouse' s earnings, since higher own earnings increase the
profitability of paid work while higher earnings of the spouse make mothers better able to afford to work
less.

Figure 1 displays the trends in women's and spouses earningsin the year of firgt birthand in
women's highest earnings prior to or in the year of first birth by year of first birth. During the late 1960s
and the 1970s the ear nings gap decreased and virtually disgppeared in the early 1980s, presumably
because women' s earnings increased more rapidly than men’'s. But in the course of the 1980s and early
1990s, the earnings gap widened again as women's earnings flattened and men’sincreased. Thisis

conggtent with the findings, for example by Edin and Richardson (1998), of arapid reduction in the
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Swedish gender wage gap during the 1970s and a smdll increase during the 1980s. Figure 2 shows the
frequency digtribution of the difference between women's highest earnings before or at childbirth and the
annua earnings of the spouse around childbirth. Interestingly, for about 34 percent of the couples the
woman's highest earnings exceed the actual earnings of her spouse.

To assess the effects of own and spouse’'s earnings on mothers' labour-market trangtions we
control for other characterigtics of the woman and her family. We tested severd possible control
variables with the ambition to keep models smple and to include a common set of covariatesin all
models (for tests of other covariates, see Henz and Sundstrom, 1998). However, since mothers’ labour-
market trangtions are closaly linked to changes over the family cycle (cf. Sundstrém, 1997), we include
different dummies for age of youngest child for different transitions and include number of childrenin
some, but not al, analyses of trangitions (see below).

A first group of covariates used relates to the mother’ s accumulated human capitd. Her age is
measured in years sSince age 16 and varies with time. Education is measured in approximate years of
schooling'® and may change over time. The variablework experience measures years of work
experience in full-time equivaents and is time-varying. 16 Since mothers who have accumulated more
human capitd should be expected to have a stronger work committment we hypothesi ze the human
capitd variables to have a postive impact on mothers market work.

We ds0 include covariates which are possble corrdates of the woman's home productivity. The
time-varying covariate married takes the vaue 1 if the woman is married and O if she is cohabiting. We
hypothesize forma marriage to have a negative impact on mothers work in market, snce marriage should
be associated with more work in the home than cohabitation. As mentioned, the child-variablesincluded
differ between trangitions. The age of the youngest child is taken into account by time-varying dummy

variablesfor ages less than seven yearsfor the transitions between part-time and full-time work and
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less than two years for trangitions between employment and non-employment. In the latter trangtions
we aso include the number of children a home, which may vary with time. This covariate isaso used
in the andlysis of exits from parenta |eave since exit risks may differ according to parity and since age of
youngest child would be collineer to the duration variable itself. As home productivity, and thereby hours
of non-market work, should be higher the more and the younger children the woman has, we expect the
presence of young children as well asthe number of children to reduce mothers' paid work.

Since the duration of parenta leaveislikely to be influenced by the length of the entitlement
period, we include a covariate, statutory parental leave length, in the andyss of exits from parentd
leave to account for its step-wise extension (described above). The value of the covariate depends on
the yeer of birth of the currently youngest child and thus equals six for children born in 1966- 73, seven
for those born in 1974, eight for those born in 1975- 77, ten for those born in 1978-79, 13 for those
born from 1980 to July 1989 and if the youngest child was born in August 1989 or later it takes the
vaue 16.*’

We ds0 investigate whether the effects of own and spouse’ s earnings have changed over time. It
ispossble, for example, that the Swedish tax reform in 1983 and theregfter, by which margind tax rates
for mogt full-time workers were cut in steps, increased the impact of women’s own earnings. To that erd
we indude atime-varying covariate which indicates whether the time a risk for making a certain

trangtion is before 1985 or in 1985 and later, and run it in interactions with own and spouse' s earnings.

FINDINGS
Rates of transitions between labour-market states
Examining the survivd functions of the trandtions andysed, we see that shifts between full-time and part-

time work as wdl as exits from employment occur a lower rates than re-entriesinto employment from



parenta leave or from nortemployment (Figure 3). The latter trangtions, which comprise larger
proportions of women &t risk, take place faster. Swedish women have close tiesto the job market; the
trangtion that they are least likely to make is the one of leaving work for more than three months. After
ten years of continuous full-time or part-time work, only about 20 percent of the spells resulted in an exit
to non-employment.

Shifts between full -time and part-time work take place a arather constant rate over the ten year
period described. After ten years of continuous part-time employment about half of the episodes have
ended by atrangtion to full time. Thisrelatively high mobility between part-time and full-timework in
Sweden does not square with the picture of part-time jobsas‘traps’, as has been suggested for other
countries (see for example Beechey and Perkins, 1987).

Consaquently, spellsin non-employment are rdaively short. Both in the first and in the second
year at risk about 20 percent of episodes result in re-entry. But the fact that we do not observe any
more re-entries after five years of absence suggests that for a non- negligible fraction of women the
decison to leave the labour market isfind. For trangtions from parentd leave, two surviva functions are
estimated; one based on the assumption that full-time work is the only option when returning to work
and the other on the assumption that part-time work isthe only option. The shape of the curves reflects
the relatively high rate a which exits from leave take place, exitsto part-time work occurring faster, as
indicated by the steeper curve.

Effects of women’s own earnings and spouse’' s earnings

Let us now turn to the estimated effects of woman’s own and spouse’ s earnings and those of other
covariates presented in Table 5. The non-linear effects of own and spouse’s earnings (i.e. the squared
terms) were only included in models where they were satigticaly significant (at at least 10 percent) (for

modd s with dl non-linear effects included, see Appendix 2, Table B). Our main finding isthat women's
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own earnings in the year before the year a risk have a strong impact on their labour market trangitions.
For the trangtions from part time to full time (column 1), from employment to non-employment (column
3), from parentd leave to part time (column 5) and from parenta leave to full time (column 6) the Sgns
of the effects are the expected, that is, higher earnings induce mothers to increase the amount of paid
work and make them less likely to reduce it. To make it easier to see theimpact of both linear and non-
linear ownearnings covariates for trangtions (2), (4) and (5), we aso show them graphicaly (Figure 4).
For the trangition from full time to part time (column 2 and Figure 4a) we see that the negative effect
dominates for mothers whose earnings are at and above the median. When it comesto re-entry into
employment (column 4 and Figure 4b), it is dear that higher own earningsin the previous year increase
the re-entry risk up to rdatively high earnings. We aso see that higher earnings make women return
faster from parenta leave to part-time work (column 5 and Figure 4c), but thet the effect remains
congtant for earnings above the median.

Importantly, we aso find the impact of own earnings to be larger and to have higher satigtica
sgnificance than that of spouse’s earnings, and the latter effect to have the expected sign for the only
trangtion - from full time to part time (column 2) - where it is Sgnificant. These results are consstent with
those of Sundstrom (1987) who (using the Swedish Leve of Living Survey) found positive and
sgnificant effects on female labour supply of own wage rates for 1967, 1973 and 1980, and negative
and sgnificant effects of non-labour income (mainly spouse' s earnings) for 1967 and 1973 but not for
1980. Mot likdly, the strong impact of women’'s own earnings and the inggnificance of spouse's
earnings are explained by the early and dmost complete individudization of the Swedish tax and socid
security system, which give women strong incentives to be gainfully employed, regardiess of spouse's

earnings.
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Effects of marital status, human capital, home productivity and calendar period
The results indicate that marriage is more conducive than consensua unions to a gender-based divison
of labour in the family, as expected, since employed mothers have higher risks of interrupting work if
they are married (Table 5, column 3) and those non-employed have lower risks of re-entry if married
(column 4). We dso see that mothers return faster from parentd leave to full-time work (column 6) if
they are married, which seemsto contradict the speciaization hypothesis. One possible reason why
married mothers go back to full -time work faster is, however, that fathers take parenta leaveto a
greater extent if they are married as shown by Sundsirom and Duvander (1999).

Accumulated human capital, as measured by years of schooling and work experience, is seen to
have the expected effects on the trangtions for which these indicators are significant. Thus, more
schooling makes part- time working mothers more likely to shift to full time (column 1) and those non-
employed more likdly to re-enter (column 4). Longer work experience makes full-time working mothers
less prone to shift to part-time work (column 2). Both variables very strongly reduce the risk of leaving
employment (column 3) and speed up the return to full-time work from parentd leave (column 6), while
neither has any sgnificant impact on exits from parenta leave to part time (column 5). Y oung mothers
are more likely to shift from part time to full time (column 1) and to take up full-time work after parenta
leave (column 6).

Further, home productivity, as measured by the ages and number of children, influences severa
trangtionsin asgnificant way. Thus, women are more likely to shift from part-time to full - time work
when their children become of school-age (column 1). Having a child less than two years old is seen
both to reduce the risk of leaving work (column 3) and to reduce the risk of re-entry for non-employed
mothers (column 4). This puzzling result probably reflects sdlection into the states of origin, that is,

mothers who want to work and those who want to take care of their toddler at home have dready made
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their choices and arrangements and are little inclined to change them. Two unexpected findings are thet
the number of children reduces the risk of dropping out of the labour force (column 3) and speeds up the
return to full-time work from parenta leave (column 6). The effect is, however, produced by a positive
correlation between number of children and part-time work experience, which, in turn, reduce the risk of
leaving employment aswell asthat of taking up full-time work after parental leave (see Henz and
Sundstrom, 1998, Table E and H).

Moreover, the extensions of the parenta leave entitlement have indeed made parentd leave pells
longer (column 5-6). In addition, leave spdlls are influenced by calendar period at risk; even after
contralling for the length of the statutory leave, women took longer leave after 1985. We dso find that
the risk of shifting from part time to full time increased after 1985 (column 1) as did the risk of leaving
employment (column 3). The latter effect was, in fact, concentrated to the early 1990swhen
unemployment rose rapidly (see Henz and Sundstrom, 1998, Table D-E).

Changes over timein effects of own and spouse's earnings

We ds0 investigate whether the impact of own and spouse' s earnings changes over time by including
interactions between the earnings covariates and calendar period after 1985. The results are presented in
Table 6 (contral varigbles are not shown but are the same asin Table 5) and in Figure 5, which shows
the combined linear and non-linear effects, before and after 1985, including the main effect of cdendar
period, for gatigicaly sgnificant changes. We, thus, find an increase in the impact of own earnings on
the risk of shifting from part-time to full-time work after 1985 (Table 6 column 1 and Figure 5a). This
changeis probably explained by the cut in margind tax rates in combination with the high demand for
labour at that time (see Sundstrom, 1993). Also, the effect of own earnings on exits from parenta leave

to full time (column 6 and Figure 5d) becomes stronger after 1985. By contrast, the effect of own



earnings weakened after 1985 on re-entry into employment (column 4 and Figure 5b) and on exits from
parenta leave to part-time work (column 5 and Figure 5¢).

Generdly, the effect of spouse’ s earnings has diminished after 1985, as we expected. Thisistrue
for shifts from part time to full time (column 1 and Figure 58) and for shifts from full time to part time
(column 2), for which we see that the positive effect of spouse’ s earnings disappears after 1985 (not
shown graphicaly since there are no non-linear effects). We dso observe a decrease in the impact of
Spouse s earnings on exits from parenta leave to full time (column 6 and Figure d). When it comesto

exits from employment, neither earnings covariate changes in impact over time.

CONCLUDING DISCUSSION

In this article we have investigated the role of women’'s own and spouse’ s earnings for the time spent in
employment and norn-employment by Swedish mothers and its changes over time. We used two different
approaches to throw light on thisissue. First, we anaysed the correlations between spouses annua
earnings among cohabiting and married parents and their changes over time. Second, we studied how
own and spouse’ s earnings, dong with other characterigtics, influenced mothers' labour-market
trangtions. We found married couples to be positively sorted in earnings, while among cohabitants
correlaions were lower and less sgnificant. Among married couples, Pearson correl ations between
spouses annud earnings rose over caendar periods, which indicates a less gender- based division of
labour. That the rising earnings correlaion did not represent increased assortative mating based on
earnings was shown by atohit-regresson: the relationship between spouses annud earnings was
positive but stable, controlling for the number of hours and months the mother worked, her age and the
age of her youngest child. Thefindings aso suggest that cohabitations are alooser type of unionsthan

marriages.
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The andysis of nothers labour - market trangitions showed own earnings to have a strong effect on
al trangtions sudied and alarger and more significant effect than spouse' s earnings. In line with prior
expectations, higher own earnings generaly induced women to incresse the amount of paid work. Asto
changes over time in earnings effects, the results pointed to a decrease in the effect of spouse’ s earnings,
but were less conclusive on own earnings. Another interesting finding, but not unexpected, was that
marriage is associated with a more traditiond division of [abour than consensua unions; re-entry rates
were lower and rates of exits from employment were higher for married than for cohabiting mothers. We
aso found a congderable mobility from part-time work to full-time work which contradicts (at least for
Sweden) the picture, suggested for other countries, of part-timework asa‘trap’ for women. On the
whole, Swedish women were found to have strong ties with the job market, leaving employment was the
trangtion that they were least likely to make. Thisrelatively strong preference for work and the large
effect of own earnings, but limited impact of spouse’s earnings, are perhaps best understood in light of
the strong work incentives created for women by the (almost) completely individuaized Swedish socid
Security and tax system.

What do, findly, our findingsimply for household inequdity in Sweden? On the one hand, the
positive and rising annua earnings correl ations found for married couples, which were mainly due to the
growth in married women’s paid work, seem to contribute to increase household inequdity. On the other
hand, the growth in consensua unions appears to contribute to reduce overdl household inequdity, sSince
earnings of cohabiting parents were little correlated. Further, we find that mothers market work has
become more independent of spouse’ s earnings, we can, in fact, rgject the hypothesis of a positive
impact of spouse’ s earnings on mothers market work. However, the effect of this change on household

inequality remains an issue for future sudies.



NOTES

! Sociologica exchange theory will give similar predictions, see Edwards (1969).

2 For more recent studies of age and educational homogamy in the U.S. which aso take the availability
of potential spousesinto account, see Qian and Preston (1993) and Qian (1998).

3 Part-time workers are those who ordinarily work 1-34 hours per week according to the Swedish
Labour Force Surveys.

“ After our study period, the replacement level was reduced to 80 percent (in 1995) and to 75 percent
(in 1996), but was raised to 80 percent in 1998 (Albrecht et d., 1999)

> Two changes in taxation laws create discontinuities in the time series. The first took placein 1971 when
separate taxation of married spouses was introduced and the second in 1974 when income-related
transfers became taxable.

® Our choice of calendar periods is motivated by the fact that transfers such as maternity benefits were
taxfree before 1974 and that women'’ s labour market activity rosein the late 1980s.

" Correlaions were smilar for the couples who remained intact after five years and for whom we have
earnings data for both the first year and the fifth year; among the married .26 in thefirst year and .24 in
the fifth, for cohabitants-.06 and .17, repectively (disregarding period of birth).

8 Cancian and Jantti (1997) report a correlation of .221 one year after marriage for couples who married
in 1980/85 and one of .252 for those who married in 1985/90.

° Ful-timework is defined as work of 35 hours per week or more, long part-time as 25-34 hours and
short part-time work as 16-24 hours per week.

10 Table 3 has dightly fewer obsarvations than Table 2 because for some observations information is
missing on hours worked during the income year.

1 The results are not presented, but can be obtained from the authors on request.

12 For immigrant women, the observation period begins a immigration to Sweden at the earliest.

13 Part-time work iswork of 16-34 hours per week. Work of lessthan 16 hours per week has not been
recorded and is hence classified as nor-employment in our andyss.

14 One may question the accuracy of these histories, since they are retrospective. According to Hoem
(1995b), the ability of the respondentsto recall past events gppears, however, to be quite good. For
example, the pattern of unemployment over cohortsisin line with those in the Swedish Labour Force
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Surveys. Respondents were also asked to prepare for the interview by taking out old work documents
etc.

15 The varidble years of schooling takes the values 6 (completed university education), 4 (some
university education or vocationa training beyond secondary level), 3 (3-4 years of upper-secondary
education), 2 (2 years of upper-secondary education), 1 (at least one semester of full-timevocationd
training after compulsory schoal), and 0 otherwise.

18 Yearsof full-time work is multiplied by 1, work of 25-34 hours by 0.75 and work of 16-24 hours by
0.5.

17 As the observant reader will notice, we have added one month to the entitlement periods since 1974.

Thisisto take account of the fact that parental |eave gives employed parents the right to (paid) vacation.
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Table 1Frequencies and means for married and cohabiting women in our sample a the time of firgt birth

according to period of firgt birth. Medians in parentheses.

Married women Cohabiting women
Firg birth before | First birth 1980 | First birth before | First birth 1980
1980 or later 1980 or later

Religious parents, % 20.0 27.1 85 10.0
Only compulsory educ., % 31.6 16.1 46.9 17.3
University degree, % 4.6 15.8 19 49
Father blue-collar worker, % 42.4 34.4 50.0 444
Woman's age a 1 birth 23.1 27.1 215 25.3
Spouse's age a 1** birth 26.5 30.5 25.6 28.1
Full-time experience, years 36 54 32 50
Born outside Sweden, % 194 19.8 7.2 32
Woman's highest earnings 111 14.0 9.2 13.2
before birth, 10,000s (A1.7) (14.9) 9.7) (13.6)
Spouse' s earnings, 10,000s 15.3 17.1 15.0 16.1

(15.4) (16.5) (15.6) (15.5)
Months lived together before 335 56.2 26.8 39.7
first birth
Months lived together before 15.3 30.4
marriage
Max. number of observetions* 475 546 375 739

Note ‘Married’ means married &t first birth or in the six following months. * Cohabiting’ means living with a

partner at first birth without being married within six months of the first birth.

* Some women have missing information for example on spouse’ s earnings.




Table 2Corrdations of spouses annud earnings for married and cohabiting couples one year and five

years after first birth by period of first birth. Pearson correlation coefficients.

Married couples

1968 - 1973 1974 - 1984 1985 - 1992 All

Yeas # obs. Corr. # obs. Corr. # obs. Caorr. # obs. Caorr.
dfter birth

One 154 0.17** | 388 0.19*** 286 0.30*** | 828 0.29***
Fve 206 0.11 496 0.28*** 185 0.28*** | 887 0.25***

Cohabiting couples

One 6 T 268 0.04 132 0.13 406 0.12**
Fve 19 0.48** 207 0.18*** 48 -0.12 274 0.18***

Note Couples are included in the table if they lived together one yeer or five years after firg birth and if we
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observe their earnings at that time. ‘Married’ means married in January the first or the fifth year after first birth.

**x = ggnificant at 1 %, **=at 5 %, * = at 10 %, twotailed tests. T = too few observations.



Table 3Effects of spouse’ sannud earnings on women's annud earnings for married and cohabiting couples
one year and five years after firgt birth by year of firg birth. Tobit-estimates. Standard errorsin
parentheses.

Married couples

1968 - 1973 1974 - 1984 1985 - 1992 All
Y ears dfter #of obs. | Coeff. #of obs. | Coeff. #of obs. | Coeff. #of obs. | Coeff.
birth
One 152 0.119** | 382 0.109*** | 283 0.115*** | 817 0.115***
(0.053) (0.034) (0.032) (0.023)
Fve 200 0.019 487 0.090*** | 184 0.128*** | 871 0.071***
(0.043) (0.025) (0.046) (0.020)
Cohabiting couples
One 6 T 265 -0.023 131 0.035 402 0.028
(0.039) (0.044) (0.030)
Fve 18 0.233 207 0.122*** | 48 0.050 273 0.122+**
(0.194) (0.036) (0.078) (0.032)

Noate: Couples are included in the table if they lived together one year or five years after first birth and if we
observe their earnings at that time. ‘Married” means married in January the first or the fifth year after first birth.

We contral for the woman's age, months and hours worked and age of youngest child.

**x = ggnificant at 1 %, **=at 5 %, * = at 10 %, twotailed. tests T = too few observations.



Table 4Number of selected labour market trangtions among women and men.

Origin Dedination Women Men
totd number | andysed total
Part-time work Full-timework 368 327 17
Parentd leave 649 5
Non-employment 169 135 0
Full-time education 136 3
Full-time work Part-time work 223 184 17
Parentd leave 391 33
Non-employment 168 124 107
Full-time education 111 79
Parentd leave Part-time work 1411 927 10
Full-time work 742 394 51
Noremployment 257 1
Full-time education 68 2
Non employment Part-time work 398 304 5
Full-time work 276 182 98
Parentd leave 38 0
Full-time education 127 19
Full-time education Part-time work 125 3
Full-time work 141 92
Parentd leave 12 1
Nor+employment 73 19




Table 5Mothers labour -market trangtions. Results from piecewise-congtant exponentia hazard models.

Standard errorsin parentheses.

PT® FT FT® PT FT/PT® NE |NE® PT/FT |Leave® PT  |Leave® FT
@ @ ©) @ ©® ©®
Woman'searnings | 0.052***  |0.113** -0.059***  |0.183*** 0.122*** 0.100***
(0.015) (0.057) (0.016) (0.032) (0.027) (0.028)
Woman'searnings -0.009*** -0.008*** -0.004***
squared (0.003) (0.002) (0.001)
Spouse's earnings -0.012 0.015* 0.006 0.006 -0.001 -0.011
(0.008) (0.009) (0.009) (0.005) (0.005) (0.008)
Spouse’s earn. sg.
Married -0.051 -0.209 0.415** -0.251** -0.056 0.252*
(0.143) (0.193) (0.176) (0.125) (0.083). (0.147)
Age -0.052** 10.023 -0.030 -0.012 0.004 -0.129***
(0.021) (0.025) (0.021) (0.016) (0.016) (0.028)
Schooling 0.064* 0.048 -0.161***  [0.059* -0.002 0.093**
(0.038) (0.046) (0.044) (0.032) (0.024) (0.038)
Work experience -0.029 -0.045* -0.109***  |0.008 -0.005 0.092***
(0.021) (0.027) (0.025) (0.019) (0.017) (0.028)
Child < 7 years -0.604*** 1-0.008
(0.153) (0.199)
Child < 2 years -0.400** -0.501***
(0.194) (0.108)
No of children -0.215** 0.037 -0.038 0.190**
(0.200) (0.063) (0.053) (0.080)
Parentd leave length -0.030** -0.060***
(0.012) (0.018)
After 1985 0.297* -0.040 0.459*** 0.150 -0446***  |-0.407***
(0.142) (0.181) (0.145) (0.114) (0.079) (0.120)
No. of durationint. | 4 4 4 5 5 4
No. of trangitions 327 134 259 486 927 34
No. of parameters 12 13 13 15 16 13
Likdihood ratio 54.8 49.6 166.6 2209 12554 397.2

Note FT=full time, PT= part time, NE = non-employment. Effects of duration and reference groups are
excluded. Blank means that the covariate was not used in the mode.
*** p£ 0.0L, ** p £ 0.05, * p£ 0.10, two-tailed tests.



Table 6Mothers labour -market trandtions. Parameter estimates of changes over time in effects of own and

$pouse' s earnings. Standard errors in parentheses.

PT® FT FT® PT FT/PT® NE |NE® PT/FT  |Leave® PT Leave® FT
@ @ ©) @ © ©
Woman'searnings -0.096 -0.038* -0.073***  |0.227*** 0.163*** 0.053
(0.072) (0.022) (0.023) (0.048) (0.040) (0.042)
Woman'searnings 0.005 -0.009** -0.005*** 0.003
squared (0.004) (0.004) (0.002) (0.002)
Spouse's earnings 0.148 0.042*** 0.025* 0.001 0.025*** 0.103**
(0.093) (0.014) (0.014) (0.009) (0.008) (0.049)
Spouse's earn. squared | -0.005* -0.004**
(0.003) (0.002)
After 1985 0.553** -0.073 0477 ** 0424 1.116x** 0.038
(0.221) (0.186) (0.165) (0.265) (0.342) (0.648)
Woman's earnings * 0.222** -0.041 0.024 -0.115* -0.130** 0.089
after 1985 (0.087) (0.029) (0.030) (0.062) (0.053) (0.061)
Woman'searn.squared | -0.007* 0.005 0.004* -0.004*
* after 1985 (0.004) (0.005) (0.002) (0.002)
Spouse's earnings -0.166* -0.039** -0.028 0.008 -0.041x** -0.127**
* after 1985 (0.094) (0.018) (0.018) (0.010) (0.010) (0.054)
Spouse's earnings . *|  0.005* 0.004**
after 1985 (0.003) (0.002)
Control varigbles as
in Table5
No. of durationint. 4 4 4 5 5 4
No. of trangitions 327 184 259 486 927 34
No. of parameters 18 14 15 18 18 19
Likdihood ratio 69.6 43.4 169.4 2295 12839 409.0

Note FT=full time, PT= part time, NE = non-employment. Effects of duration and control variables are

excluded. *** £ 0.0, ** p £ 0.05, * p£ 0.10, two-taled tests.
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APPENDIX 1

Theearnings variables: definitionsand missing information

Definitions

Data on annua earnings have been obtained from the nationa taxation register for the years 1968-92. All
earnings are measured before tax and in 1992 Swedish crowns (SEK). In both our analyses earnings
include income from employment, and, to avarying extent, earnings from sdf- employment (see below).
From 1974 income from employment includes income-related and taxable transfers such as sick pay and
parental-leave benefits. Before 1974 income-related transfers were not taxable and are therefore not
included in the regiger. A person isincluded in the tax register in every year ance his or her first income-tax
return. Thus, dmost a adults, including those out of the labour force, areincluded in the register and
earnings can be zero.

We define earnings as the sum of income from employment and sdf-employment. However, we
apply two redtrictions with regard to income from self-employment. Thisis because, firgt, sdf-employed
persons do not face the same redtrictions to changing their hours of work as employees and, second,
because the taxation rules for income from self-employment and employment differ which makes the two
difficult to compare. For these reasons we exclude the income years from the andysis in which any of the
partners had income only from self-employment (about 800 income years out of atotal of about 14,000).
For women we a so discard about 140 income yearsin which ther income from sdf-employment
exceeded SEK 50,000. In the analysis of correlations between spouses earnings, men's earnings are
trested in the sameway aswomen'’s. In the transition models, on the other hand, spouse’ sincome, may, in
addition to income from employment, include income from saf-employment of any amount. Wedo soin

order to gpproximate wages for women and income for spouses following the practice in labour supply
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studies. Earnings are measured for every caendar year. The earnings covariates used in the estimations are
the earnings in the year prior to the caendar year a risk, which means that they are time-varying.
Missing data and possible selectivity
Both andyses are redtricted to the 2,135 mothers who lived with a partner at the birth of their firgt child (or
began living with their partner within two months of the birth). The analysis of earnings corrdaionsis based
on the couples for whom earnings information is available for the first year after childbirth (1,234 couples)
or for thefifth year after birth (1,061 couples), respectively. For 820 couples earnings information is
avallable for both pointsin time. There are three main reasons for thisrather high loss of information: First,
the analyd's does not include al mothers who lived with a partner at firgt birth due to the sample design.
Hence, we have no information on earnings in the first year for children born before 1967 and in 1992 (118
cases), nor in thefifth year for children born before 1971 and after 1987 (790 cases). Also, as our analysis
gppliesto couplesit ends at separation. Separation may occur before the first year after childbirth (73
cases) or before the fifth year (199 cases). While the fact that our earnings data are restricted to the years
1968-92 is unlikely to affect our result, loss of data due to separation is more likely to do so. That
correlations may differ between couples intact one year after first birth and those intact after five yearsis,
on the other hand, a part of the process we study. We do, however, report earnings correlations separately
for couples for whom we have data for both the first and the fifth year after first birth (see note 7).
Secondly, in some cases we miss information on spouse' s earnings because the tax authorities were
late in linking the partners’ information. Spouses earnings should be linked to the respondent’ sfile in the
year after marriage or childbirth, but in practice it has often been done in the second year or later. If we
ignore censoring due to interview or union dissolution, data on spouse' s earnings are missing for 33.3
percent of al couplesin the fird year after the first birth, but the percentage drops in the subsequent years

to 21.4 (year two), 18.5 (year three), 15.7 (year four), and 15.0 percent (yeer five). Themising
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information applies primarily to cohabitants, but dso to married couples who married shortly before
childbirth. Thisis one reason why we anayse earnings correlaions separately for married and cohabiting
couples. As we have no reason to expect thistime-lag to be sdective, it should not affect our resuilts.

Thirdly, we lack information on own earnings for some women. For example, 132 women were
not in the tax register in the year they had their firgt birth, which indicates that they had not previoudy been
employed in Sweden; 94 of these women were immigrants. Immigrants may therefore to some extent be
underrepresented in our analysis. There are o some cases of missing data on own and Spouse’ s earnings
after the first entry into the tax register, thet is, ‘holes’ in the earnings history (see below).

In the andyd's of women's labour- market trangtions we follow their labour -market activitiesfrom
January of the year in which they turned 17 or from firgt birth, whichever occurred later. The observation
ends either at separation from the partner or at interview, whichever occurred earlier. We exclude women
who had their firgt birth outside Sweden (90), those who were never employed (21) and those who did not
report any work interryption after childbirth (56) aswell as afew cases (5) of inconsstent information. This
leaves us with asample of 1,959 women. For these women we analyse the segments of their employment
histories for which earnings data on both spouses are available. We have dready described the missing
earnings information shortly after childbirth. Temporary or permanent ‘holes in the earnings history are less
common. For individuas who had only one year of missing earnings information we have replaced the
‘hole by the average of earningsin the previous and the subsequent year (30 cases of own earningsand 19

cases of spouse s earnings). Still, there remain 80 such cases for women and 374 cases for men.



APPENDIX 2 TableA

Person-months at risk for salected characteristics. Percent.

full-time part-time parentd leave | non-
work work employment

Totd person-months at risk 42109 63567 18602 24001
17-24 years 9 6 13 25
25-29 years 23 26 42 38
30-34 years 30 35 33 25
35 years or older 38 33 12 12
Spouse earn 0 - 140,000 19 19 21 30
Spouse earn 140,000 - 170,000 26 26 27 27
Spouse earn 170,000 - 200,000 25 24 22 23
Spouse earn 200,000 - 31 32 30 20
Own earnings 0 - 50,000 9 11 8 71
Own earnings 50,000 - 100,000 19 47 36 20
Own earnings 100,000 - 150,000 40 35 41 9
Own earnings 150,000 - 31 7 15 1
Compulsory schooling 22 21 15 40
Compulsory sch. + vocationd training 19 19 12 25
2 years of upper-secondary education 20 24 29 14
34 years of upper-secondary educ. 12 10 11 9
Tertiary education 27 26 32 12
Work experience max 1 year 1 1 2 13
Work experience 15 years 16 18 26 49
Work experience 5-10 years 37 48 52 32
Work experience more than 10 years 46 33 20 6
Married 83 81 80 87
1 child 32 28 25 25
2 children 50 56 53 51
3 or more children 17 17 23 25
Y oungest child <2years 15 17 96 43
Y oungest child 23 years 14 17 2 18
Y oungest child 36 years 29 34 1 29
Y oungest child 6 years or older 43 32 0 11
Birth cohort 1949 50 46 25 54
Birth cohort 1954 32 33 36 23
Birth cohort 1959 13 17 27 16
Birth cohort 1964 4 4 11 5
Birth cohort 1969 1 0 1 1
1984 or earlier 36 36 41 67
1985 or later 65 65 59 34
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Table B

models with squared earnings effects. Standard errorsin parentheses.

Mother’ s labour market trangitions: results from piecewise- congtant exponentid hazard

PT® FT FT® PT FT/IPT® NE |NE® PT/FT |Leave® PT  |Leave® FT
@ @ ©) @ © ©
Woman'searnings | 0.041 0.114** -0.089** 0.183*** 0.120*** 0.115%**
(0.036) (0.057) (0.035) (0.032) (0.027) (0.028)
Woman's earn. 0.000 -0.009*** | 0.002 -0.008*** | -0.004*** | -0.001
squared (0.002) (0.003) (0.002) (0.002) (0.002) (0.002)
Spouse's earnings -0.016 0.012 -0.000 0.0021 0.006 -0.009
(0.015) (0.009) (0.000) (0.009) (0.012) (0.017)
Spouse's earn. 9. 0.000 0.000 0.000 0.000 -0.000 0.000
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
Married -0.051 -0.208 0.407** -0.250** -0.058 0.254*
(0.143) (0.193) (0.176) (0.125) (0.084). (0.147)
Age -0.052** 0.023 -0.031 -0.012 0.004 -0.128x**
(0.021) (0.025) (0.022) (0.016) (0.016) (0.028)
Schooling 0.064* 0.048 -0.161*** | 0.060* -0.002 0.090**
(0.038) (0.046) (0.044) (0.032) (0.024) (0.038)
Work experience -0.030 -0.045* -0.107+** | 0.009 -0.006 0.089***
(0.021) (0.027) (0.025) (0.019) (0.017) (0.028)
Child < 7 years -0.604*** | -0.008
(0.153 (0.199)
Child < 2 years -0.386** -0.503***
(0.195) (0.108)
No of children -0.214** 0.038 -0.039 0.191**
(0.100) (0.063) (0.053) (0.080)
Parentd leave length -0.029** -0.060***
(0.012) (0.018)
After 1985 0.300** -0.040 0.471*** 0.146 -0.448*** | -0.409***
(0.142) (0.181) (0.145) (0.114) (0.079) (0.119)
No. of durationint. | 4 4 4 5 5 4
No. of transitions 327 184 259 486 927 3H
No. of parameters 14 14 15 16 16 15
Likdlihood ratio 55.0 49.6 167.8 221.2 1255.9 3975

Note FT=full time, PT= part time, NE = non-employment. Effects of duration and reference groups are
excluded. Blank means that the covariate was not used in the model.
*** pf 0.01, ** p £ 0.05, * p £ 0.10 two-tailed tests.




