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Abstract

We study the effect of childcare availability on child penalties. Using Swiss
administrative data, we exploit the staggered opening of childcare facilities across
municipalities in the canton of Bern. We find that the presence of childcare facilities
in the year of birth of the first child reduces the child penalty. The availability of
childcare increases maternal earnings and decreases the compensating increase in
fathers’ earnings in households with below median earnings, but not in households
with above median earnings. Although childcare affects relative earnings contribu-
tions within the houschold, there is no effect on total housechold earnings.
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1 Introduction

The narrowing of the gender gap in earnings has been one of the major advances in soci-
ety over the past decades. Goldin (2006) pointedly describes how over the past century,
women have evolved from passive workers, whose life cycle patterns were largely deter-
mined by economic necessity and marriage, to decision makers, whose “occupation and
employment define [their| societal worth.” Women’s higher investments in their education
and careers reflect increased intrinsic motivation to succeed in the labor market.

Despite the advances in women’s educational attainment and labor market attachment,
the gender earnings gap still widens substantially with age, especially in the 15 to 20 years
after leaving school (Goldin et al., 2017) and the birth of a first child still heavily affects
women’s life cycle earnings patterns.! Goldin and Mitchell (2017) reason that the drop
in women’s earnings observed during their early to mid 30s has become more apparent
precisely because of the increase in employment at younger ages.

Recent literature argues that the divergence of female and male earnings following the
birth of their first child, also referred to as the “child penalty”, nowadays accounts for
most of the gender inequality in earnings. Kleven et al. (2019a) find that in Denmark,
earnings of mothers and fathers diverge by 20 percent in the long run.? The resulting
differential impact of childbirth on lifetime earnings might adversely affect women in
their pension payments, savings, economic self-sufficiency, and their power in household
bargaining compared to men (Goldin et al., 2017). This suggests that addressing the
child penalty is first order when it comes to reducing gender inequality in earnings and its
consequences. It is therefore crucial to understand whether the differential is a deliberate
preference-based choice or whether it is brought about by a lack of institutions hindering
women, who would otherwise prefer to remain employed, to stay attached to the labor
market. A lack of affordable and available formal childcare arrangements is seen as one
major obstacle to the labor market attachment of mothers (see, e.g., Kleven et al., 2019a;
Olivetti and Petrongolo, 2017).3

In this paper, we contribute to a better understanding of the child penalty by studying
whether childcare policies attenuate the drop in labor earnings, henceforth referred to as
earnings, women experience after the birth of their first child. We propose that the
institutional environment when the first child is born is a major determinant of female

earnings and employment patterns in subsequent years.

1See, e.g. Goldin et al. (2017) or Goldin (2014) for more detailed discussions of the persisting gender
earnings gap and how it is affected by children.

2Kleven et al. (2019b) extend the analysis in Kleven et al. (2019a) to six countries with varying policies
and norms, Austria, Denmark, Germany, Sweden, the United Kingdom, and the United States. They
show that the gender gap in earnings 10 years after the birth of the first child varies substantially between
countries, ranging from 20 percent in Denmark to 60 percent in Germany.

3Kleven et al. (2019a) and Olivetti and Petrongolo (2017), for example, argue that childcare is one
of the main reasons for the comparatively high labor market attachment of mothers in Scandinavian
countries.



In order to establish the effect of childcare availability on the child penalty, we intro-
duce institutions into the event study framework. Switzerland is well-suited to study the
impact of childcare on the earnings penalty. Childcare facilities have only become more
prevalent in the past 20 years. The combination of administrative data on individuals’
earnings and the staggered opening of childcare facilities across municipalities in the can-
ton of Bern allows us to compare child penalties of parents in municipalities after the
introduction of childcare facilities to child penalties of parents in the same municipalities
before the introduction of childcare facilities in an otherwise homogeneous institutional
setting. We find a female child penalty (in earnings) of about 70 percent, which is partly
driven by a participation reduction of about 20 percent six years after the birth of the first
child. The documented earnings penalty is comparable to the one found for Germany (for
numbers on Germany and five other countries, see Kleven et al., 2019b). However, while
the reduction in female participation rates in Germany is a major factor in explaining the
earnings gap after the birth of a first child, in Switzerland the intensive margin, i.e., the
decision how much to work, seems especially relevant.

We find that the presence of a childcare facility in the municipality of residence at the
time of birth of a first child decreases the total child penalty by 8.2 percentage points
(10.4 percent) from 79 percent to 70.8 percent. More than 50 percent of this effect are
due to a reduction of the female child penalty by 4.5 percentage points (6.3 percent) from
71.4 percent to 66.9 percent. Childcare reduces the female child penalty in households
with below-median household earnings by 11.2 percentage points, which fully accounts for
the overall effect among women. We do not observe any statistically significant response
among women in households with above median earnings.*

A reduction in the increase in male earnings in the presence of childcare explains the
other half of the reduction in the child penalty. Without childcare, we find a positive
long-run response of male earnings to parenthood, which also contributes to the child
penalty. We find a substantial impact of parenthood for men in households with below
median earnings, whose earnings increase by about 20 percent. Childcare reduces this
increase by 8.4 percentage points. This is consistent with the idea that men have to make
up for lost earnings of their partner.’®

The increase in female earnings and the decrease in male earnings cancel each other
out. The availability of childcare thus has no effect on total household earnings, but
increases the relative earning contribution by women by about 2.7 percentage points.

Furthermore, we are able to empirically study how the availability of childcare and
financial support for childcare costs interact with one another because some municipalities
in the canton of Bern introduce subsidies sometime after the opening of a childcare facility.

We find that the main part of the overall effect on the female child penalty is most likely

4We define households according to their pre-child earnings. Also, note that we define household
earnings as the combined earnings of both parents irrespective of whether they actually form a household.

5Note that part of the increase in male earnings is mechanical as it includes child benefits, which are
declared as part of their earnings.



driven by subsidized childcare. There is only a slight effect of childcare without subsidies in
the three years following the birth of the first child with no longer term effect. Subsidized
childcare, however, reduces the child penalty by about 10 percent.

Our results render valuable insights to assessing the effectiveness of formal childcare
as a policy instrument. Generally, policy makers tend to provide childcare with two goals
in mind: First, they want to increase women’s labor market attachment, thus increasing
their economic independence and reducing the gender earnings gap. Second, they want to
increase the earnings potential of households at the bottom of the earnings distribution.
Our results suggest that childcare provision meets the first goal in lower earnings house-
holds. Childcare reduces the female child penalty of mothers below the median of the
households earnings distribution. A decrease in male earnings compared to a situation
with no childcare, however, counterbalances this increase in female earnings, resulting
in a zero effect on earnings at the household level. The finding that childcare reduces
the strain on fathers in lower-earnings households to compensate for at least part of the
earnings drop of their partner represents a desirable, though frequently ignored, side ef-
fect. Childbirth thus decreases household earnings by around 20 percent independently
of whether childcare is available or not, but reduces the gender earnings gap by reducing
the child penalty and increasing the female income share within the household.

We validate the interpretation of our findings by studying competing alternative mech-
anisms behind the effects. We show that i) the exploited treatment is effective in increasing
the take-up of childcare, ii) individuals do not change their fertility decision in anticipa-
tion of the introduction of childcare, that iii) selective mobility is unlikely to drive our
results, iv) the municipalities that open childcare facilities between 2001 and 2015 do not
systematically differ from other municipalities in the canton of Bern with respect to the
impact of children on female earnings, v) our results are not driven by differential time
trends in municipalities introducing childcare, and vi) our estimation approach does not
yield a significant effects in case of placebo introduction dates of childcare facilities. In
a final step, we briefly discuss the role of gender norms as a driving force of the child
penalty.

Our findings contribute to several strands of literature. First, we contribute to the
growing literature on employment effects of parenthood (see, e.g. Angelov et al., 2016;
Biitikofer et al., 2018; Kleven et al., 2019a,b) and extend it by studying the differential
impact of childcare. Our findings are in line with the evidence provided by Olivetti
and Petrongolo (2017) that the institutional setting is crucial for the extent of the child
penalty.5

Second, our findings contribute to the large literature on the effect of childcare on
maternal employment in general. Most of the empirical evidence on the effects of childcare
availability on maternal labor outcomes focuses on the extensive margin. The evidence in

early work, reviewed by Blau (2003) and Blau and Currie (2006), is mixed. More recent

6We are aware of two ongoing projects (Girsberger et al., 2019; Bonke et al., 2019) which assess the
effect of parental leave policies on the child penalty.
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studies take the inherent endogeneity between childcare availability, childcare costs, and
maternal labor supply into account. While childcare could affect maternal employment,
employed mothers could also induce a higher demand for such services and drive its supply.
These studies exploit quasi-experimental settings to draw causal conclusions.

One line of studies exploits large childcare expansions with a simultaneous introduction
of childcare subsidies for mothers in general. Some of these studies find effects only for sub-
groups, such as single mothers (see Gelbach, 2002, and Cascio, 2009, for the US, and Goux
and Maurin, 2010, for France) or less skilled mothers (see Cascio and Schanzenbach, 2013,
for the US). Other studies find more substantial effects, documenting increases in mater-
nal participation rates and hours worked (see Lefebvre et al., 2009, Haeck et al., 2015, and
Lefebvre and Merrigan, 2008, for Canada, Miiller and Wrohlich, 2020, and Bauernschus-
ter and Schlotter, 2015, for Germany, and Nollenberger and Rodriguez-Planas, 2015, for
Spain). The heterogeneous findings in these prior studies might be explained by private
childcare arrangements, with a larger availability in the US or France than in Germany or
Spain. The differences described above may therefore reflect differences in take-up rates
related to the intervention, with the expansion of public childcare crowding out private
arrangements in the former case and increasing availability of childcare in the latter.

Another line of studies uses large increases in childcare subsidies, with no increase
in availability or take-up rates (see Givord and Marbot, 2015, for France, Lundin et al.,
2008, for Sweden, or Havnes and Mogstad, 2011, for Norway) and finds no or very modest
effects on mothers’ employment or earnings.

Importantly, the existing literature studies the impact of childcare independently of
the timing of the expansion with respect to the birth of the first child. We, in contrast,
argue that it is the access to childcare at this time which is particularly relevant. We
focus on the effect of childcare at the moment mothers make the decision to return to
work after the birth of their first child. In that, we combine the literature on employment
effects of parenthood and the effect of childcare on parental employment. Administrative
data on the whole population of the canton of Bern in Switzerland allow us to study both
the intensive and the extensive margin of mothers’ and fathers’ labor market decisions.
Over the years 2001-15, for which we have data, 59 of 401 municipalities in the canton
of Bern introduced childcare, whereas 26 already had childcare facilities before 2001.7
On top of this considerable expansion in childcare provision, we exploit the introduction
of subsidized care, which some municipalities only started offering several years after
the opening of a childcare facility. Though we have to rely on limited variation for this
analysis, it allows us to distinguish between an availability and a price effect and contribute
to the reconciliation of previous strands of literature.

The remainder of the paper is organized as follows. Section 2 lays out our empirical

strategy, before Section 3 describes the data basis. Section 4 presents our results on the

"In 2001, around 18.5% of taxpayers in our data were living in municipalities that introduced childcare
between 2001-15, whereas 37% were living in municipalities, including the canton’s largest municipalities
Bern and Biel, which already had childcare before 2001.









































































































































