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Zusammenfassung

Alle Kapitel dieser Dissertation sind empirischekmm-6konometrische Studien, die sich mit
bestimmten bevdlkerungsokonomischen Fragestelluhgschaftigen. Diese Studien haben

ebenfalls eine hohe Relevanz fiir Arbeitsmarkte.

Das erste Kapitelintroduction fasst den Zusammenhang der folgenden Forschuikgsar

zusammen und geht auch zum Teil auf die Entstedantudien ein.

Das zweite KapitelAge and Gender Differences in Job Opportunjti@sfasst sich mit den
Beschaftigungsmadglichkeiten, welche sich nach eivéethsel der Beschéftigung flr altere
Arbeitskréafte darstellen. Es zeigt sich, dass negestellte Frauen und Manner Uber 55
Jahren einer beschrankteren Auswahl an Berufen ngbge stehen als Jingere.
SegregationsmalRe, wie der Duncan Index und der hiengc Index, deuten auf eine
Ungleichverteilung der Berufsgruppen tber das Atiar Es sind besonders éltere Frauen, die
am starksten betroffen sind. Die Untersuchung gtfohter Verwendung von Daten aus der

IAB Beschaftigtenstichprobe (IABS).

Im dritten Kapitel,Explaining Age and Gender Differences in Employniaties: A Labor
Supply Side Perspectiveird das Arbeitsangebot alterer Personen anaty$té Vergleich
von Reservations- und Eintrittslohnen zeigt ebésfalters- und geschlechtsspezifische
Unterschiede. Bei Arbeitssuchenden Uber 55 Jalgieder Reservationslohn hoher als in
jungeren Altersgruppen. Reservationslohne von Fraliggen im Durchschnitt oberhalb
derjenigen der Manner. Nach Eintritt in eine Be$itpdng steigt der Lohn mit zunehmendem
Alter bei Mannern starker als bei Frauen. Weiterteigt sich, dass besonders bei Frauen die
Arbeitszufriedenheit mit dem Alter abnimmt, die EZmtzufriedenheit hingegen ansteigt.
Diese Befunde konnen als Erklarung dienen, warum Eiwerbsquoten alterer Frauen



unterhalb denen der Manner liegen. Es werden Ddes Sozio-6konomischen Panels

(SOEP) verwendet.

Das vierte Kapitel, Somewhere over the Rainbow: Sexual Orientation rDiggation in
Germany thematisiert Einkommensunterschiede aufgrundsdguellen Orientierung. Trotz
des seit 2006 geltenden Allgemeinen Gleichbehagdygsetz (AGG), welches explizit
Diskriminierung aufgrund der sexuellen Orientierungrbietet, finden sich signifikante
Einkommensunterschiede bei homosexuellen MannetnFrauen. Wahrend homosexuelle
Manner gegenuber verheirateten heterosexuellen &éarginen Einkommensabschlag von 5
bis 6 Prozent aufweisen, erhalten homosexuelle effrain Vergleich zu verheirateten
heterosexuellen Frauen eine Einkommenspramie vonbi® 10 Prozent. Diese
Einkommensunterschiede innerhalb der GeschlecHtdgezum Teil aufgrund von Selektion

in bestimmte Berufe und Sektoren. Die verwendet@mmsen aus dem Mikrozensus (MZ).

Das funfte Kapitel, A Note on Happiness in Eastern Eurppeerlasst den deutschen
Beobachtungsraum und widmet sich einem internaeondergleich. Es werden Schatzungen
hinsichtlich der allgemeinen Lebenszufriedenheitchgefihrt, in denen sich die aus der
Literatur zu erwartenden Ergebnisse bestatigenefasSo hat das Lebensalter einen u-
formigen Verlauf. Der Ehestand und eine gute Gesemdhaben jeweils einen positiven
Einfluss auf die Lebenszufriedenheit bzw. spend&rere hohen 6konomischen Nutzen,
wahrend Arbeitslosigkeit einen stark negativen Effgesitzt. Es werden Daten der European

Values Study (EVS) und des World Value Surveys (WwS&wendet.

Ein abschlieRendes Fazit findet sich im letztenitéhonclusion



Abstract

All of the papers contained in this thesis addteegopic of population economics, especially
in relation to labor market3.he first chapterintroduction gives an overview of the papers

discussed in this thesis.

In the second chaptekge and Gender Differences in Job Opportunjtieb opportunities for
older workers are analyzed. Newly-employed womesh raen who are older than the age of
55 are more limited in their occupational choiceant younger women and men. Different
measures of segregation such as the Duncan IndéxHamchens Index show unequal
distribution of jobs over age. Older women in parar face the highest segregation. Several

years of the IAB Employment Sample are used iratiadysis.

In the third chapteri=xplaining Age and Gender Differences in Employnfitates: A Labor
Supply Side Perspectivine labor supply of older individuals is analyz&étle comparison of
reservation wages and entry wages shows age- andemspecific differences. Non-
employed individuals at the age of 55 and olderehdive highest reservation wages.
Reservation wages for females are always higher tthase for males. Entry wages increase
with age for males, but not for females. Furthemndne job satisfaction of women decreases
with age while satisfaction with leisure tendsrorease. This may explain why employment
rates for females are lower than for males. Ther@arSocio-Economic Panel (GSOEP) data

is used in the paper.

In the forth chapterSomewhere over the Rainbow: Sexual Orientation riDnscation in

Germany sexual orientation-based differences in income aarayzed. Although Germany
has an anti-discrimination law that has explicpphibited discrimination on the basis of
sexual orientation since 2006, there are significanome differences for gay men and

iv



lesbian women. While gay men have an income didcolus to 6 percent relative to married
heterosexual men, lesbian women have an incomeigreraf 9 to 10 percent relative to
heterosexual married women. These differences nvitheé gender types can be explained
partially by selection into specific occupationsdasectors. One wave of the German

Mikrozensus data is used in the analysis.

The fifth chapterA Note on Happiness in Eastern Eurpfgeno more related to Germany, but
takes an international position. Estimations oa $i&tisfaction show typical results, such as a
u-shaped effect in relation to age. Marriage agdad state of health have positive effects on
life satisfaction or utility, while individual ungployment has a negative effect. Several years
of the European Values Study (EVS) and the Worldu¥&urvey (WSV) are used in the

paper.

The thesis is finished by a final chapt€gnclusion
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Chapter 1

I ntroduction
1.1 Motivation and Overview

In this thesis empirical papers deal with laboated aspects of individuals and families. All
these studies have in common the topics of padiicp and equality, on the labor market and
beyond. In times of an aging workforce, there i®argoing political debate in Germany how
labor force participation of special groups, such mothers and older people could be
fostered. These essays should shed some lightemias@spects, such as age, gender roles,

family formation and income.

The first two papers are part of a research prajacthe employability of older workers,
financially supported by the VolkswagenStiftung.eyhaddress age- and gender-related
differences in employability. While the first pape&kge and Gender Differences in Job
Opportunities(Chapter 2), takes a demand side perspective okevgand their occupations,
the secondExplaining Age and Gender Differences in Employni@aies: A Labor Supply-
Side PerspectivéChapter 3), focuses on individual's job searchied wages. Not only are
older individuals part of the analysis, but alsmdgr and family aspects play an important
role, such as motherhood and fatherhood. The théaer, Somewhere over the Rainbow:
Sexual Orientation Discrimination in Germai@€hapter 4), turns towards another relevant
subpopulation. Here income differences between Isemel and heterosexual men and
women are analyzed. The last pap®riNote on Happiness in Eastern Eurgi@hapter 5)
sheds some light diife satisfaction in general, especially on aspeftamily formation and

employment.



The origins of the first papeAge and Gender Differences in Job Opportunitiesjn Chan
and Stevens’ (2001) paper which showed that inUWis& older individuals have a low
probability of being re-employed after a job lossdeed this is not a new finding. Years
before Hutchens (1988) demonstrated that older &mpbk have a smaller range of career
possibilities than younger people. Thus, firms emmlder workers, but hire them less. This
phenomenon is mostly based on human capital degpietiand declining productivity, and
also perhaps on negative attitudes towards oldekex® in general. There are few papers on
age-specific occupational segregation, althougheaception is Heywood and Siebert’s
(2009) survey on old age employment. In this desee paper, an enriched replication of
Hutchens’ (1988) study, the focus is on job opputies for newly-hired older male and
female workers. The Institute of Employment ResegitéB) in Nuremberg offers a rich
dataset for Germany with information going back @imthirty years: the IAB Employment
Sample Regional File (IABS-R04). By drawing segtegacurves and calculating different
measures, such as the Dissimilarity Index and HuistSquare Root Segregation Index, there
is clear evidence that age-related segregatiorisexisGermany. While newly-hired workers
in the youngest age groups are quite similarlyrithsted in terms of the indices, the oldest
age groups, and especially older women, are ma@megated. Differences for older male and

female workers over time may be explained by chamgébor and retirement policies.

The second papeExplaining Age and Gender Differences in EmployniRaties: A Labor
Supply-Side Perspectivdeals with the individual labor supply decisiorfsemployed and
non-employed individuals. Having a focus on olderkers in general, it is found that older
women and mothers have the lowest incentives t& &®e)employment because of high
reservation wages and low entry wages. The casewofen and mothers is strongly affected

by the gender pay gap and respectively the famaly o pay. Surveys such as those by



Waldfogel (1998), Anderson et al. (2003), and Gaagld Ziefle (2009) show that
motherhood, raising children and caring for theegadks to breaks in female careers with
disadvantages in terms of future income. This pap®as to explain the lower employment
rates of older workers and women. The basic cordide is that workers choose non-
employment if their reservation wages are largentthose offered. Whereas the wages
offered depend on workers' productivity and firmdstisions, reservation wages are largely
determined by workers' endowments and preferenmeseisure. The German Institute for
Economic Research (DIW) in Berlin offers an invdillea dataset, the German Socio-
Economic Panel Study (SOEP), which is used hereshiBal some empirical light on age and
gender differences a set of estimations is perfdrfoereservation and entry wages, preferred
and actual working hours, and satisfaction. A kegihg is that satisfaction with job and
leisure time changes over the lifespan: while jaltisgaction declines with age, leisure

satisfaction increases.

The third paper,Somewhere over the Rainbow: Sexual Orientation riDiscation in
Germany,was inspired by an earlier version of Ahmed et(2012) presented in a poster
session at the EALE conference in 2011. Prior &4, tBadgett (1995) was one of the first
researchers to analyze earning differentials iatie to gay men and lesbian women. Three
years later, Klawitter (1998) encouraged the ecaonocommunity to start doing more
research on this topic. Since that time a serigsapers have been published, predominantly
concerning Anglo-Saxon countries but not Germanythe year 2012 the highest court in
Germany, the Federal Constitutional Court, passeries of judgments to receive legal
equality of registered same-sex unions and mixedis@rriages. Inthis paper sexual
orientation-based differences in German incomesiaa¢yzed using the Mikrozensus (MZ), a

rich census dataset with information on individualsd households, offered by German



Federal Statistical Office in Wiesbaden. The resale in line with the literature. Gay men
and lesbian women select different occupations aedtors than their heterosexual
counterparts and there is clear evidence that di@hialg gay men have an income penalty in
relation to married men, while lesbian women haygeamium compared to married women.
Lesbians in a registered same-sex union have amiegain, while the effect for men is not
statistically significant. Another interesting find relates to the results of household
decisions. Households of two gay men have a higjloeisehold income than mixed sex

couples, while there is no difference for housesaflesbian women.

The fourth paperA Note on Happiness in Eastern Europakes a broader perspective.
Recent studies in life satisfaction have focusedtlon influence of different aspects of
subjective well-being. In this case the former $iaon countries located in Eastern Europe
are the field of interest. The dataset used heaecsmbination of the European Values Study
(EVS) developed by Tilburg University and the Woxldlues Survey (WVS) of the World
Value Survey Association in Stockholm. Estimatiosisggest typical effects of socio-
demographics on life satisfaction. Family formasipsuch as marriage and a good state of
health have the expected positive effects. Beingleyed and the level of reward, such as the
household income, also affect subjective well-bgnogitively. One general finding is that
individuals in transition countries behave likeiinduals in western industrialized countries.
These results show the international reliabilitytlis approach and demonstrate the overall

importance of societal participation, such as ldbore participation.
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Chapter 2

Age and Gender Differencesin Job Opportunities
Abstract?

There are only a few pieces of literature on agsei$ic occupational segregation. In this
descriptive paper, | focus on occupational oppaties) for newly-hired older male and
female workers. This study is an enriched replwastudy of Hutchens (ILRR, 1988), who
showed that firms employ older workers, but hirenthless often than they hire younger ones.
| use a rich dataset for West Germany with inforamatcovering almost thirty years, the
regional file of the IAB Employment Sample (IABS-R0 By drawing segregation curves
and calculating different measures, such as thsimikarity Index and the Hutchens Square
Root Segregation Index, | find clear evidence thge-related segregation exists. While
newly-hired workers in the age groups of 18 to 84drg and 35 to 54 years are quite similarly
distributed in terms of the indices, those in tldest age group, aged 55 years and above, and
especially older women, are more segregated. Biffegs for older male and female workers

over time may be explained by changes in laborratficement policies.

Keywords: Labor Demand, Age Segregation, Older \&fstkGender

! This is a revised version of the working papere Work was financially supported by the Volkswagifisg.

I thank Christian Pfeifer, Dirk Oberschachtsiek afldomas Zwick, as well as participants of the Arnnua
Meeting of the Austrian Economics Association 2@1%/ienna, the Colloquium in Personnel Economic§20
in Paderborn, and of research seminars at Leuphbmiersity Lineburg and the NIW Hanover for their

comments and discussions.



2.1 | ntroduction

There has been broad discussion on the demandddeers. In this context, occupational
segregation is mostly discussed in terms of geselgregation, in works such as those of Blau
and Hendricks (1979) and Anker (1997). The probtérage-specific segregation is discussed
less. Only some newer surveys, such as those bwdtely and Siebert (2009), O’Brian
(2010), and Backes-Gellner and Schneider (2012g gn overview. But at a time when
societies, such as that of Germany, are ageinggrioyability of older individuals is more
and more relevant: see, for instance, Fuchs €2@l1) for German labor force projections
for the year 2050. Fuchs et al. calculate the amirey employment rates of the highest age

groups in the potential workforce.

In this paper | focus on occupational opportunif@solder male and female workers. This
study is an enriched replication study of Hutch@r@88), who showed, for the United States,
that firms employ older workers, but hire them lefien than they hire younger ones. These
findings are also variously shown by Del Rio ana@sdo-Villar (2010) (Spain), Dixon (2009)
(New Zealand), Dygalo (2007) (France), Hirsch et(a000) (US), Heywood et al. (1999)
(Hong Kong), and llmakunnas and lImakunnas (20E&)l&nd). | use a rich dataset for West
Germany: the regional file of the IAB Employmentng§de (IABS-R04), a panel of cross-

sections for the years 1975 to 2004.

To measure the occupational segregation of newsdhworkers, | use different types of
segregation curves and indices, such as the Duacdbissimilarity Index (Duncan and
Duncan 1955) and the Hutchens Square Root Segragkiex (Hutchens 2001, 2004). |
show a long-term decline in occupational segregatio Western Germany. While newly-
hired male and female workers in the age grouds83dd 34 years and 35 to 54 years are quite

similarly distributed in terms of the indices, tbklest age group, those of 55 and above, is
7



different. | find rising segregation beginning metearly 1980s and continuing until the late
1990s and the early years of this century. In tiddia of the 1980s, the late 1990s and the
early years of this century in particular, thereravgreat structural changes in labor and
retirement policies in Germany. These changes maye hhad different effects on the
occupational segregation of older peoflee effect of occupational segregation seems to be

stronger for older women than for older men.

The rest of the paper is structured as followsthie next section | review the literature.
Section 3 summarizes different measures of ocaupatisegregation. Section 4 presents a
description of the data and empirical results fer@any, based on the regional file of the
IAB Employment Sample (IABS-R04). The paper conelidin Section 5, with a summary

and a discussion of the findings.

2.2 Theory and Literature Review

2.2.1 Demand for older Workers

| argue that an individual’'s range of job opportigs theoretically shrinks with age. While
younger worker have a wide range of jobs to chdxsa, older workers’ choices are limited.
The demand for older workers is lower than that younger ones. This difference in
employability is based on productivity aspects sashskills, and maybe on some kind of
discrimination. Oi (1962) shows that the hiringnaiw workers is associated with quasi-fixed
employment costs. These are the costs of the tewnt processes, and, later on, the costs of
training activities for newly-hired workers. Whikgpecific training is given by a firm to
strengthen skills related to the firm, generalnirag increases the worker’'s own productivity

more independently of the firm’s specific needsclie (1962) discusses whether specific

8



training is more often given to younger workersnthia older ones. The younger ones will
stay for more years with a firm, on average, thaa ¢lder ones, and the hiring firm gets
higher returns, such as increased productivityhéncase of general training, this is indirectly
paid for by the worker, generally by the worker equing lower wages. Hutchens (1988)
argues that, because of the different payoff tidiesussed above, both types of training are

more attractive for younger workers than for oldees.

Lazear (1979, 1981) demonstrates that firms aerasted in paying deferred compensation.
Here, newly-hired workers receive wages that atevbéhe value of the marginal product at
the beginning, and above the value of the margiraduct at the end, of their careers with the
firm. As a result, older job-holders with a longration of tenure get high wages. Rising wage
profiles ensure that workers are motivated andetlpesfiles therefore save monitoring costs.
On the one hand, jobs are protected for older werkéthin firms. On the other hand, firms
have less motivation to hire older workers, ratihan younger ones, from outside. Hutchens
(1986) suggests that delayed payments can alsutdrpiieted as fixed costs. Firms may see a
chance to cheat on their workers by terminatingr tbentracts earlier than expected by the
workers. So firms have to pay a premium on the wageompensate the workers for the
hypothetical risk of being cheated. Pfeifer (20@®ows that if wages were paid in an
equitable way, newly-hired older workers would beerpaid or under-productive. Zwick
(2012) presents empirical evidence that firms stp profiles for seniority wages hire older

workers less often, and prefer candidates with fewars of working experience.

Hutchen (2007) discuss that jobs with specific nekdeveral years of experience should be
highly replaced with older and experienced workfmsn the outside. But he presents
evidence that internal solutions such as hiringnfiaternal labor markets are more often the

case.



2.2.2 Literature Review

Hutchens (1988) computes segregation curves to shatwnew entrants aged over 55 have
fewer occupational opportunities than entrants dgetsveen 24 and 35. US data from the
National Longitudinal Survey (NLS) for 1983 shovwsit incumbents aged 55 years or above
are more equally distributed among occupations tiemly—hired people in that age group.
Hutchens (1986) composes an Opportunity IAdexmeasure the hiring opportunities for
older workers. Using the US data from the NLS f87Q for men, the Opportunity Index for
hiring workers above the age of 55 is used as dep@ndent variable in regressions for
aspects such as pensions and mandatory retirenBatause of the fixed costs of
employment, older individuals face a lower probiapibf being hired than younger ones.
Hutchens (1993) uses the Survey of Displaced Werkar supplement to the Current
Population Survey (CPS), for the years from 19839388. This includes information about
male workers aged between 39 and 59 years who f#fered from a plant closure in the
previous five years. Using the Opportunity Indeltere is evidence that older displaced
workers face a lower probability of finding an opation in a different sector than do

younger workers.

Scott et al. (1995) use matched data from US Enserand Establishment Microdata 1991
(USEEM) and four waves of the Employee Benefits @empent based on the CPS 1979 to
1993. They show that firms’ health insurance pelcmay influence their hiring decisions.
Firms which make higher health insurance offerslegnmore older workers, but hire fewer.

Heywood et al. (1999) use cross-section data f@61fr the case of Hong Kong. As a

% Here the proportion of recently hired older woekiar divided by the proportion of all workers abdke age of
55.

® Hutchens (1993, 102) argues that "(t)he index sed may have substantially more noise than signal

10



central result, the requirement by firms that cdatés have certain skills lowers the
probability that older individuals will be hiredhik is a special case, because the age of 35 is
used here to split workers into ‘young’ and ‘oldhd Hong Kong has no anti-discrimination
law concerning age. Hirsch et al. (2000) use CP@& & the years 1983 to 1995. They
compute segregation curves and Gini coefficientsshow that there is no increase in
segregation over time for workers above the agBOofNewly-hired older women are less
unequally distributed among occupations than ndwige older men. Additionally, Hirsch et

al. give empirical evidence that older workers hiss access to occupations with on-the-job
training and specific skill needs, such as computs. But there are only weak results

concerning working conditions, such as heavy [iftin

In a research note, Dygalo (2007) uses a long Rreedes of employer-employee data, the
Déclarations annuelles des salaires (DADS), for yhars 1976 to 1996. She computes
segregation curves and Hutchens Square Root Ségredadices. Comparing newly-hired
workers above the age of 55, there is an unequtilition between workers who have
formerly been unemployed for more than a year &andd who have been unemployed for a
shorter period. This may be interpreted as an aig¢ed decline in occupational
opportunities, based on unemployment duration betwevo types of occupation. Dixon
(2009) uses linked employer-employee data (LEED) New Zealand to compute the
Opportunity Index for the years 2004 to 2007. Riaistical report presents industry patterns
in relation to recruiting older workers. Workerstire highest age group of 70 to 74 years are
mostly hired in the education sector. Del Rio andn&o-Villar (2010) present age- and
gender-related occupational segregation informdtothe case of Spain. They use data from
the Spanish Current Population Survey (EPS) for72@0compute segregation curves and

different measureef segregation, such as the Mutual Information ¥nded the unbounded
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Gini coefficient. Workers above the age of 45 yeaes more segregated than those in all the

younger age groups, and older women have fewempaticmal opportunities than older men.

lImakunnas and limakunnas (2012) use a long Hine&ies of linked employer-employee
data for the years 1990 to 2004 to compute sedgoegatirves and Gini coefficients. Workers
aged 50 and above leave firms much more often tiey enter them. The authors compare
the Gini coefficients over time, and find stabldues for exits and mixed results for hires.
While from 1990 to 2000 age segregation rose, the €defficients for the later years are

stable.

Chan and Stevens (2001) use US data from the HaattrRetirement Study (HRS) 1992 to
1996 to show that older individuals have low pralidds of being re-employed after losing
their jobs. They compute a gap in employment rafesbout 20 per cent between displaced
and non-displaced workers. Adams (2004) finds aating but not significant effect of the
anti-age discrimination laws on the hiring probuiei$ for older workers in the US. He uses
CPS data from 1960 to 1967 with difference-in-ddfeces estimations to evaluate the effect

of variation in the legislation of federal states.

Adams and Heywood (2007) use information from thestfalian Workplace Industrial
Relations Survey (AWIRS) for 1995. They presentegative effect of a rising tenure-wage
ratio on the probability of hiring older workers.sidg UK data from the Workplace
Employment Relations Survey (WERS) for 1998, Dawietl Heywood (2007) discuss the
importance of steeper wage profiles based on sgniand internal labor markets, for lower
recruitment of older workers. Adler and Hilber (8Q0use US Longitudinal Employer-
Household Dynamics data (LEHD) for 2005 to analylze employment patterns of older
workers. They show that older workers who havehtange their employers try to select firms

which employ a high share of older workers andigiggte in a growing sector.
12



Heywood et al. (2010) use German data from the kamBirm Panel for 2002 to analyze the
hiring preferences of job searchers over the adg®ofl here is evidence of the importance of
skills and the existence of internal labor markétsth of which lower the probability that

older individuals will be hired. Zwick (2012) us&erman linked employer-employee data
(LIAB) to analyze different deferred compensati@hemes. The Opportunity Index and the
share of newly-hired women over the age of 50 aeduo show that firms with stronger
deferred compensation schemes hire more youngethmanyounger women. But these firms

do not hire fewer older women than older men.

Humpert and Pfeifer (2012) use the German Sociomm&woac Panel Study (SOEP) for 2007
and 2008 to show that older male and female woyleerd mothers, have higher reservation
wages and a higher preference for leisure, whiches@lain lower employment rates in these

groups in Germany.

Vandenberghe (2011) and Pfeifer and Wagner (20b2)pate age- and gender-related
productivity profiles’ In the case of Belgian firms, Vandenberghe (20sHgws that older
women are less likely to be employed than youngemen, or men of any age, because of
lower productivity. This age- and gender-specifick of productivity may not be
compensated for by a lower labor cost, such as rlomages or lower social security
payments. Pfeifer and Wagner (2012) show thatGJermany, firms with higher shares of
female workers do not automatically have lower pabflity than firms with lower shares.
With a new type of dataset, they report higherigability for these firms. They conclude that

the lower productivity of women may be over-compzed for by lower wage costs.

* While Koller and Gruber (2001), Bookmann and Zw(2R04), Lahey (2008), and Van Dalen et al. (2010)
discuss whether older workers are rated to beplextuctive than younger ones, Bellman and Brus@7)
show that older individuals also apply for jobsslegten. Pfeiffer and Reul3 (2008) show that, inegai)
cognitive skills increase until the age of 20, wtsklf-regulatory skills increase until the ag&of
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2.3  Measurement of Occupational Segregation

In the literature on segregation there is a braadudsion on proper measuring. Occupational
segregation is mostly measured using indices sdated zero to one and visually using
Lorenz curves or segregation curves. In generalh beays of measuring are used for
measurements at one point in time. To compare gatjoa over time, a set of index points or
an array of curves is needed. While income and @BPscaled by ratio, occupations are
nominally scaled They have to be ordered by their number of olsiEms. Surveys like
those of James and Taeuber (1985), Watts (199&amsom (2000) show the historical

development of the relevant indicators.

The gold standard in measuring any segregatiorfdraa long time been the Dissimilarity
Index D defined by Duncan and Duncan (1955). The Dissnityldndex can be visually
interpreted as the maximum distance between thaliggline and a segregation curve. See

equation (1) foD. Let the number of workens=1,...n in an occupation bg, for workers
andr, for incumbentsP represents the number of all newly-hired workarg] R represents

the number of incumbents.

n

_1
D—ZZ

i=1

b_f
P R

(2.1)

James and Taeuber (1985) show that the Gini caaitiG is computed from the Lorenz or
segregation curves. The Gini coefficient can beialiged as twice the area between the

equality line and the curve. Both indicBsand G are scaled from zero to one, where zero

® For example: A butcher is neither better nor wantre than a tailor. But the number of butchera given
distribution may be higher or lower than the numtfeailors.
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means equal, and one unequal, distribution. Hui#@91) argues thét is not as sensitive

asG for occupational distributions.

Hutchens (1988) himself computes segregation cutlvas take into account occupational
specialties. This is a so-called RIMFO conditiogldtive inequality measure for occupation)
of four characteristics of segregation measurefnémta similar way to the well-established
box illustration for Lorenz curves, equality is wrawith a continuous line from the origin
(0,0) to the upper right corner (1,1). There ar® textremes: no segregation and total
segregation. In the first case, the segregatiomecig identical to the equality line. In the
second one, the curve is a triangle located inldleer right corner. Each hypothetical
segregation curve would lie between these two mdse On the left side Hutchens measures
the cumulative percentage of Type 1 people andvemight side the cumulative percentage of
Type 2 people. The so-called Type 1 people areyibied at an old age, and the Type 2
people represent the others which are already smeghloNhile the original Lorenz curves
work for numerated measurements such as incomesgan curves also work for rankings
such as occupations. Only non-intersecting segmyatirves can be interpreted in terms of
statistical domination. If there are two curves thpper one, which is closer to the equal
distribution, dominates the other. While intersagtcurves cannot be interpreted in terms of

dominance, indices can. A higher value for the xsleows a higher degree of segregation.

Because of the ambiguous results of intersectimgesy Hutchens (2001, 2004) develops the
so called Hutchens Square Root Segregation Iktlekgain theH index is scaled from zero
to one, where zero means no segregation and onasntetal segregation. This measure

additionally allows for the additive decompositiohsegregation. See equation (2) farLet

® Hutchens (1991) first uses only three characterfist the RIMFO measure (invariance of scale, syimnand
movement between groups), but he later (HutcheB@1(Padds a fourth characteristic (intensity ofguaional
divisions).
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the number of workers=1,...n in an occupation beg, for newly-hired workers ang for

incumbents. P represents the number of all newly-hired workensgd R represents the

number of all incumbents.

R (OREN

In contrast to the other, more common, ways of mn@ag segregation which are discussed

(2.2)

above, thisH index not only fulfills the requirements of theufocharacteristics, but it also
satisfies a set of seven properties which shoulthddd by a good measure of occupational
segregatioh So | am more in favor of this more elaborated sues but in fact | use both of

them and compare the results in the next section.

" Hutchens (2004) entitles the last three charatiesiadditive decomposability, symmetry in typed sange.
However, Hutchens (2012) discusses whether diffevecupational statuses and hierarchies shouldtieop
the measure. To perform the index, | use a Staidiledcomputed by Jenkins (2006).
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24  Dataand Results: IAB Employment Sample 1975-2004
241 Data

For the analysis of the long-term developmentsge-specific occupational segregation in
Western Germany, | use the regional file of the IEBiployment Sample (IABS-R04), a
dataset provided by the German Federal Employmegengy. This gives information for the
years 1975 to 2004 on a daily basis. It is a 2%leam sample based on the administrative
data of the German social security system. Theidalades the working careers of more than
1.36 million individuals, with about 25 million obsrations. These are working people
covered by the social security legislation and upleyed people who receive public
unemployment benefits. Furthermore, there is deditformation for 13bdifferent types of
occupations and 16 economic sectors. | look ab#ggnning and ending of employment and
unemployment spells, gender, birth year, incomd, educational information. A much more

detailed description of the dataset is given byw3ré2008).

| start by limiting the data to 129 occupationscdiese of insecure information in a residual
category of non-agricultural family assistants atiters. Second, | use only individuals who
are working on the cutoff date of 3@une of every yedr| only use workers covered by
social security who work full-time or part-time, daindividuals on apprenticeships, but |
ignore the marginally employed, who have been uohetlin the dataset since 1999. Before

1999 trainees, individuals in partial retirementl amorking students were treated as general

® See Table A.2.1 in the Appendix for the list 0Dj8bs. These jobs are aggregated from the Gerysaers of
job classifications of 1988 (Klassifikation der Béx 1988).

° Other surveys for Germany, such as that of Bebéd. €2008), also use this cut-off date. Hutch@ress,
1991, 1993) and Hirsch et al. (2000) use CPS diketie cutoff date of $1January. | assume, however, that
the summer season gives a more realistic pictuoe@ipational opportunities.
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workers who were covered by social security legmha (in German:

sozialversicherungspflichtige Beschaftigte ohnebdere Merkmale

Although Eastern Germany has been included sin8&,1%ocus only on Western Germany.
This is because, first of all, | am interestedhn tong-term effects over almost thirty years,
and second because there are still different led@ket conditions in the two former German
states? To identify pure West German workers | follow th@pers of Bachmann and Burda
(2010) and Wichert and Wilke (2012), and excludergyerson who has ever worked in
Eastern Germany. | am not able to differentiate clearly betweenrkeos from the former

Eastern and the former Western parts of Berlinl $&clude observations for the German

capital as well.

Because of missing retrospective employment inftiona | am first able to calculate
occupational segregation for 1977. Using Stataimestdescribed by Drews et al. (2007), |
compute individual durations of tenure. In the nstep | identify workers with less than or
more than two years of tenure in a specific firnewly/-hired workers have moved between
occupations or have been unemployed in the previmasyears. With this information | am
able to draw segregation curves and indices basextcupations. The final dataset includes

more that 11 million observations and about 425 @&6ple per year.

19 see, for instance, Falk (2002) for a discussiogenfder segregation in East and West Germany, ahd Knd
Antoncyk (2011) for a broad discussion of the laimarket effects of the German re-unification in @99

1t is obvious that this is a strong assumptionceoning internal migration. | tried weaker datassléications
with similar results in terms of the long-term distitions of the Dissimilarity Indices and Hutcheé®guare Root
Segregation Indices.
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Table 2.1: Average Distributions - over Age and Gamn(1977-2004)

Men
Age Number of Share of Jobs with newly Number of Duncan Index  Hutchens Index
Groups Observations hired Workers Occupations
18-34 2,507,476 1,113,936 (44.44%) 129 0.1264818 0138378
35-54 2,934,038 538,740 (18.36%) 129 0.1608453 aQR017
55+ 1,145,817 132,208 (11.54%) 129 0.1415790 0.p357
All 6,587,331 17,853,332 (27.10%) 129 0.1367726 169156
Women
Age Number of Share of Jobs with newly Number of Duncan Index  Hutchens Index
Groups  Observations hired Workers Occupations
18-34 2,018,446 919,216 (45.54%) 129 0.1315002 IBHI8
35-54 2,000,687 432,500 (21.62%) 129 0.1341335 7932
55+ 564,539 75,373 (13.34%) 129 0.1459089 0.0136454
All 4,583,672 1,426,998 (31.13%) 129 0.1242098 0e2p1

Source: |IABS 1975-2004.

It is known, from other datasets, that measuremeemrs in occupational information may
exist: see, for instance, Kambourov and ManovsRD08), and Rhein and Trubswetter
(2012). Otherwise, because of the administrativgirorand the tremendous sample size for
the data, | do not suppose that | have any straicpuoblems, such as recall biases. See Table

2.1 for a descriptive overview of newly-hired workdéy age and gender.

| follow the ideas of Hutchens (2001, 2004), anespnt long-term developments in
occupational segregation measured by the Dissiiyilerdex and the Hutchens Square Root
Segregation Index which are discussed above. Balices are computed separately for three
different age groups: the youngest group (thosd 48§e34), the second group (those aged 35-
54) and the oldest group (those aged 55 and abloag3ume that these three groups represent
a typical employment structure over the life cydembers of the first group will change
their occupations more often than members of tierst because of information lags and
early-life mismatches. Members of the second gmeilijoe more stable in their employment
situation, because they will do less job-shoppmantthe younger people and maybe because

their opportunities are more equal. For the lastugrl expect to find fewer occupational
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changes, but a higher occupational segregationleTal?2 shows examples of typical

occupations for newly-hired older workeéfs.

Table 2.2: Top 10 jobs for newly hired men and worakeage 55+ (1980 and 2000)

1980 2000
Male Jobs Obs.Female Jobs ObsMale Jobs Obs.Female Jobs Obs.
(I\j/l(_)tor vehicle 510 Office specialists 598M9t0r vehicle 357 Household cleaners 548
rivers drivers
Office specialists 449 Household cleaners 592 ©ffigecialists 311 Office specialists 499
Entrepreneurs,
(l;r}a.ngglng d|rectors,375 Salespersons 57fPoormen, 219 Salespersons 346
ivisional caretakers
managers
Warehouse Stenographers, Stowers, furniture Stenographers,
managers, 254 shorthand-typists, 153 packers/ Stores, 200 shorthand-typists, 90
warehousemen typists transport workers typists
Entrepreneurs,

Housekeeping

managers / managing Stowers, furniture
Bricklayers 229 9 : directors, 192 packers/ Stores, 88
Consumer advisors e
divisional transport workers
/... (and others)
managers
Factory guards, Cooks / Ready-to- Factory guards, Housekeeping
detectives / 198 Serve meals, fruit, 163 detectives / 135 managers /
Watchmen /... (and vegetable preservers, Watchmen /... Consumer advisors
others) preparers (and others) /... (and others)
Stowers, furniture Packagers, goods g;?/g%;ﬁsd]}: ut|ct) )
packers / Stores, 189 receivers, 78 Household cleanerd24 ' '
; vegetable preservers,
transport workers dispatchers
preparers
Building labourer Social workers, care
9 ' 183 Accountants 83  Other technicians  10&orkers / Work, 65
general i )
vocational advisers
Salespersons 176 Nurses, midwives 54  Salespersons 01 v%gf;ﬁgrzuxmary 60
Cutters / Laundry .
Doormen cutters, sewers / Commercial
’ 152 ! 62 agents, travellers/ 98  Accountants 48

caretakers Embroiderers/ ...

(and others) Mobile traders

Source: IABS 1975-2004.

121 know that some of these jobs are typical of seakor fixed-term work, such as security or clearjobs.
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24.2 Empirical Results

From the perspective of the long-term developmédrdogupational segregation in Western
Germany, | compare different measures of segreyatier the years 1977 to 2064At first,

| draw segregation curves for newly-hired workénsFigure 2.1 | show segregation for men
on the left hand side and segregation for womethemight. In general, segregation is higher
for women than for men, and older women have tlgbdst segregation. The curves do not
intersect, so they can be interpreted in termsoanfidation. The curves for the youngest age
groups are closest to the equality line, so setjmrgés the lowest. The curves for the middle
age groups are similar to those for the youngetr thel segregation is greater. For the oldest
workers the curves are much more shaped, so tlestadde groups have the highest levels of
segregation. In the second step | plot the Disanityl Index D for men and women
separately, to identify major trends in occupati@egregation over the time span. In each of
the figures | plot the smoothed value of ihéndices for the three age groups. The pattern of

employment change differs with age and gender.

Figure 2.2 shows the distribution of occupationsrfen. While in the 1970s all age groups
are far apart, from the 1990s onwards the grougge converge with each other. While the
segregation curves present clear evidence thatpational segregation is highest for older
workers, the pattern of the Index does not clearly prove this result for melost of the
time, the middle age group has the lowest set ofipational opportunities. This might be a
hint that theD index is not sensitive enough for smaller obsémwagroups such as the oldest
age groups. Figure 2.3 shows the distribution opoofunities for women. The female

distribution is different to the male one.

13 For robustness checks, | tried the analysis wiferent randomly drawn sub-samples. The meastifres o
segregation showed similar results.
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Figure 2.1: Segregation curves males and fema837¢2004, over all years)

Occupational Segregation: Men Western Germany Ogcupational Segregation: Women Western Germany
2 .

Incumbents
5 6
Incumbents

4

o 1 2 3 4 5 6 7 8 9 1 o 1 2 3 4 5 6 7 8 9 1

Entrants Entrants

45° line —— 18-34 ——— 35-54 45° line —— 18-34 ——— 35-54

----------- 55+ ---------= 55+
Source: IABS 1975-2004 Source: IABS 1975-2004




Figure 2.2: Duncan Index for West German men (shexbby 5 years moving average)
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Figure 2.3: Duncan Index for West German women (dhexd by 5 years moving average)
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There is a wider range of occupational segregatioer time. Apart from in the 1990s,
segregation of the youngest group is higher thahahthe middle age group. Although in the
1970s all age groups are close to each other, tlésr tend to grow apart, and they only
converge slightly at the end of the time span. Iihg early 1990s, the values of tBdndex
increase for the oldest group of women. After gost in time, segregation declines. There is
evidence that hiring older women tends to be a nhigber problem than hiring older men.
The female results are close to those of otherrpape German gender segregation. Beblo et
al. (2008) decompose the Dissimilarity Index andvshhat declining gender segregation
between 1996 and 2005 in Western Germany was drbyerchanges in occupational

composition and gender composititin.

Because of these mixed results | present the HascBguare Root Segregation Indéxver

the time span. The pattern of employment chanderdifvith age and gender. Again | show
separate figures for men and women, to identifyom@gnds in occupational segregation over
the time span. In each of the figures, | preseatpiibtted value of thel indices for the three
age groups. Figure 2.4 shows the smoothed distibof opportunities for men. While in the
1970s the age groups are all far apart, at theoktite time span the groups seem to converge
with each other. The coefficients discussed in #gstion are taken from the original
Hutchens Square Root Segregation IntexThe youngest age group, 18 to 34, has a slight

increase from 1977 (0.0%7)o 2004 (0.020). The highest values are in the 680 (0.026)

14 Beblo et al. (2008) use linked employer-employa@dLIAB) for three different years with 290 ocatipns
for each. They report that firms which are lessesgated by gender employ higher shares of femaketime,
and more highly educated workers.

'3 To interpret the values of the indices, it is I#sssize itself than the change over time thahjsortant. This
is in fact what Figures 2 to 5 show.
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and the lowest values in 1987 (0.013) and 199018).0Nhile the smallest values are in the
late 1980s, there is a strong increase in the 190ifls peaks in 1993 (0.023), 1997 (0.022)
and 2000 (0.026). This shape can be describedglglu-shaped. Theél index of middle-
aged West German men declines considerably oves, tirom 0.030 in 1977 to 0.024 in
2004. After a peak in 1984 (0.032), occupationgragation declines until 1990 (0.019).
With another slight increase after German unifmati segregation tends to be stable.
Beginning in the second half of the 1970s, the sildge group has a slight decrease from
1977 (0.023) to 2004 (0.018). After a low in 19800(9), segregation rises in the 1980s and
the early 1990s. There are peaks in 1988 (0.0392 10.030), and 2000 (0.039), with a
temporary decline in 1998 (0.018). It is obviouatttihe oldest age group has a different shape
from the others. Hiring of older workers seems & rbuch more sensitive towards the

situation of younger workers.

Figure 2.5 shows the distribution of opportunities women. While in the 1970s all age
groups are close to each other, later they tergtdw apart, and they only converge slightly
at the end of the time span. In a similar way ®\ybungest males, the female group of those
aged 18 to 34 has a slightly u-shaped profile awee. Starting with a first peak in 1977
(0.021), the values decline in two waves. The fosgt is in 1981 (0.015), and the second one
in 1992 (0.012). Later, there is another increaseagregation, with two peaks, in 1997
(0.018) and in 1999 (0.026), and a decline untd£200.018). In contrast to the men, tHe
index of middle-aged West German women has a vifflereht trend over time. From 1977
(0.013) to 2004 (0.015) there is a slight increassegregation. Until 1987 (0.017), and with
the index having its lowest value in 1980 (0.01B middle-aged group is less segregated

than the younger one.
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Figure 2.4: Hutchens Square Root Segregation IfmléWest German men (smoothed by 5 years movincpgeg
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Figure 2.5: Hutchens Square Root Segregation Ifaé¥est German women (smoothed by 5 years moweggge)
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Then the two lines converge and run fairly paralléhd a slight increase until the middle of
the 1990s, and two peaks, in 1997 (0.022) and 1@0928). After the millennium,
segregation declines. The oldest age group had facapid increase and strong fluctuations
in occupational segregation over time. Startinthatminimum value in 1977 (0.014), there is
a nearly linear increase in the 1980s, with peak$9382 (0.027) and in 1990 (0.032). After
temporary declines in 1991 (0.030) and 1995 (0.02@) highest measurements are in 1996
(0.041) and 2000 (0.040). After 2000, segregatiénnewly-hired older women hardly
declines. It should be kept in mind that this grdwgs the smallest number of observations,
and its members do not always work in all of th® fypes of occupation. In some years there
are only around 120 occupations in which femalekens in this age group change their

employment. As | discovered for the men, femaleeggfion may also tend to converge.

The findings presented above are similar to oth@mpean results (Del Rio and Alonso-
Villar (2010), Dygalo (2007), and limakunnas ansidkunnas (2012)), but contrary to those
for the US. There have always been fewer opporamfor older women than for older men
in France and Spain, and increasing measures mga@n in the 1990s until the millennium
in Finland. Hirsch et al. (2000) show no increaseld age segregation from the 1980s until
the middle of the 1990s, and more equal distrilmgtiof older hired women than of older

men.

Comparing the distributions of male and female \eoskover time, | detect some trends of
convergence of gender-related segregation. In thumgest and middle age groups, women
have a less segregated employment situation. lmoldest group, | find the opposite. Here
female workers have much higher values ofHhiedex than male workers. Beginning in the

second half of the 1990s, the indices for middleeagorkers run parallel. Before that time,
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the lines converged because the male index decreamk the female one increased. In the
oldest group | find a parallel run of the linest bupreceding increase in female segregation,

beginning in the middle of the 1990s.

The higher female occupational segregation for dliest age group may be driven by
increasing female employment rates over tikhen older than the age of 55 have traditionally
higher employment rates than women of this age thetrates for females have a stronger

growth. The curves may be explained by changestiarland retirement policies in Germany.

See Table 2.3 for a short overview of the relewduainges in the German labor and retirement
laws. Maetzke and Ostner (2010) report an init@bdt of gender equality in the 1960s and
1970s. Since oral contraceptives are legal availaldudden drop in birthrates happen. Under
government of social-democratic chancellor Schraideform on the law on marriages and
divorce starts. The law of 1977 regulates that andkand wife should equally work at home
and on the labor market. This means, inter aliat, &hwife do not need any permission of her
husband to outside the household. In the casevofad the richer partner has to compensate

the poorer one.

Feil et al. (2008), and Eichhorst and Marx (201i¥e@n overview of the government of the
christian-democratic chancellor Kohl. In the middfethe 1980s, the late 1990s and the early
years of this century in particular, important sttmal changes happened in Germany. These
changes may have had different effects on old agepational segregation. On the one hand,
early retirement was promoted by German politiciand984 and 1989, because of high

unemployment rates.
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Table 2.3: Changes in German Social Policies dweifime Span

Years: | Policy Changes:

1972 | Retirement age fixed at age 63, for handichpeeple fixed at age 62

1973 | Government stop the guest worker programestant 1955 “Anwerbestopp”

1977 | New law on marriage (married women were altbteework without husbands permission)
“Erstes Gesetz zur Reform des Ehe- und Familietséch

1980 | Retirement age for handicapped people lowerede 60

1983 | Law on support for returning guest workersckRiehrhilfegesetz”

1984 | Law on early retirement “Vorruhestandsgesetz”

1985 | Law on employment promotion “Beschaftigungdéiungsgesetz* (Changes in 1990 and 1994)

1986 | Law on child benefit and parental leave “Braiegsgeldgesetz” (Changes in 2004)

1989 | New law on early retirement “Altersteilzeitges

1992 | Pension reform

1992 | Retirement age increased to age 65

1996 | Retirement age for handicapped increaseda®a@nd reforms on employment promotion
“Arbeitsrechtliches Beschéaftigungsforderungsgesetz”

1997 | New reforms on employment promotion “Arbeitd&rungsreformgesetz”

1998 | Third Book of the Social Code “3. Sozialgelsath - SGB II” (collection of former reforms
on employment promotion)

1999 | Crucial monthly income level for marginal emyphent (level of 630 DM)

2001 | Pension reform

2001 | Legal right of part-time employment and libizegion of fixed-term contracts “Teilzeit- und
Befristungsgesetz”

2002 | Law on job activation “Job AQTIV-Gesetz”

2003- | Second Book of the Social Code “2. Sozialgesetzb®EBB II” (collection of strong labor

2005 | market reforms)

2003 | Laws on labor market flexibility “1. Gesetz fiioderne Dienstleistungen am Arbeitsmarkt"
(with liberalisation of temporary employment, bguel treatment),

2003 | Laws on labor market flexibility “2. Gesetz fiioderne Dienstleistungen am Arbeitsmarkt”
(with monthly income level for marginal employmétilini Job” with 400 Euro, “Midi Job”
with 800 Euro))

2004 | Law on labor market flexibility “3. Gesetz fitnoderne Dienstleistungen am Arbeitsmarkt*

2005 | Law on labor market flexibility “4. Gesetz fitnoderne Dienstleistungen am Arbeitsmarkt*
(with merge of unemployment benefits and sociakfieito ,Arbeitslosengeld 11%)

2007 | New law on parental benefit and parental Ié&lterngeld- und Elternzeitgesetz”

Sources: Feil et al. (2008), Maetzke and Ostnet@?00stner (2010), Eichhorst et al. (2010), and
Eichhorst and Marx (2011).

Early retirement schemes should lower the numbeidgr workers on the labor market and

may cause occupational segregation to decline, oag las the distribution between

occupations does not change. On the other hand9&b and more strongly by way of

reforms in 1990 and 1994, politicians tried to detate the labor market by the introduction

of part-time employment schemes and fixed-termremig. The retirement age was increased

in 1992 to take the pressure off the public pensigsiem. These changes in policies should

have increased the number of older workers and inmaye increased occupational

segregation, as long as the distribution betweenmations remained the same. In additional
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reforms in 1996 and 1997, employment promotionsighbave achieved more employment
flexibility. Ostner (2010) discuss that the law arild benefit and parental leave from 1986 is
an initial protection against dismissal for indivals on parental leave, especially for women.
After the German unification in 1990 two differdamily policies have to be merged. While

in West Germany a traditional male breadwinner rhddeninates, albeit a dual earner model

in Eastern Germany.

Feil et al. (2008), and Eichhorst et. al (2010)spr¢ the structural changes of later
government of social-democratic chancellor Schrodar 1998, previous reforms on
employment promotions were collected into the TiBabk of the Social Code, SGB Ill. In
2001, individuals were given the legal right to mha from full-time employment to part-
time, and fixed-term contract regulations were ptduin by the government. The Second
Book of the Social Code, SGB I, was introducednfr@003 to 2005, to encourage
unemployed individuals to return to work. Among athgroups, older individuals could
improve their skills by training, and find bettabg. Ostner (2010) shows that since 2002
family politics turn toward promotion of dual earriamilies and of early child education, e.g.

by a new law on parental benefit and parental I&tveduced in 2007.

These more flexible policies should increase thenlmer of older workers and so make
occupational segregation even higher. But this masthe case. Because of the great effects
of implementing part-time work and fixed-term cautis, older workers may be distributed
over a bigger set of occupations, and segregationld decline. If these considerations are
true, then a policy of labor market flexibility himvered occupational segregation for older

workers in Germany.
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25 Conclusion

The empirical literature on segregation is mostiytiee topic of gender segregation. In this
descriptive paper | turn to the questions of age @ender. Being inspired by the work of
Robert Hutchens (1986, 1988, 2001, 2004), | foausoccupational segregation of newly-

hired older workers in Western Germany.

| use the regional file of the IAB Employment SamlABS-R04), a rich dataset with
information covering almost thirty years. Computsggregation curves and different indices,
| plot figures for men and women for three diffearage groups (18-34, 35-54, and 55 and
older). First of all, I can show that both age- ayghder-specific segregation do exist in
Germany. It is not only the difference between naema women, but also the difference
between young and old, that plays a role in thgeaof employment opportunities. | compare
the results of the Dissimilarity Indices and theidthens Square Root Segregation Indices, and
find fairly similar results for the youngest andetiiddle-aged groups. While tii2 Index
shows age segregation only for the oldest womentHtindex presents much clearer results.
There is evidence for a long-term decline in octiopal segregation for both genders in
Western Germany. While the opportunities for meenseo converge for the three age
groups, women are more segregated with age. Thggrfbwomen over the age of 55, in
particular, seems to face the greatest segregattithe labor market. While newly-hired male
and female workers in the age groups of 18 to 3d 3B to 54 have quite a similar
distribution in terms of the indices, the groupnafrkers older than 55 is different. Beginning
in the 1980s, segregation for older male workensie¢e to rise until the early 1990s and to
decline later. Around the late 1990s there wasrgpteary increase. For older female workers,

the distribution | describe is similar, but strongBeginning in the 1980s, segregation rose
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until the middle of the 1990s. Later it tendeddmain stable and it declined in the early years

of this century.

My descriptive findings above are close to therditere for European countries (Del Rio and
Alonso-Villar (2010), Dygalo (2007), and llmakunnasd lImakunnas (2012)), but contrary
to that for the US (Hirsch et al. (2000)). Thergdalways been fewer opportunities for older
women than for older men in France and Spain, aceasing measures of segregation in the
1990s for Finland. As Vandenberghe (2011) shows, gpecial case of older women’s
employability may be based on a lack of produdtiviitirsch et al. (2000) show no increase in
old age segregation from the 1980s until the midéile 1990s, and more equal distributions

of older hired women than of older men.

Both curves for the oldest age groups may be axgihby changes in labor and retirement
policies in Germany. In the middle of the 1980« tate 1990s and the early years of this
century, in particular, important structural chasmgecurred. While early retirement schemes
were initially used to decrease the old age labpply, later on, part-time employment and
fixed-term contracts should have raised it. Thieveh that appropriate matching and better
working conditions may help to increase employmaoyportunities even for older workers.

So in the future, the participation of older wokeén the labor market may be fostered by

introducing more flexible working arrangements.
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2.7  Appendix

Table A.2.1: List of Occupations

Numbers

Occupations:

1

A WN

~N o

10
11
12

13

14
15

16

17
18
19
20

21
22

23
24
25
26
27
28
29
30
31
32

33
34
35
36
37
38
39

40

Farmers / Winegrowers / Animal breeders / Fisle@rimVianagers in agriculture and animal breeding /
Agricultural engineers, agriculture advisors / Mitk / Family-member land workers, n.e.c./ Animal
keepers and related occupations

Land workers

Gardeners, garden workers

Garden architects, garden managers / Floristse/sSiry managers, foresters, hunters / Forest w&rke
forest cultivators

Miners / Mechanical, electrical, face workerstdirers / Stone crushers / Earth, gravel, saratmigs /
Oil, natural gas quarries / Mineral preparers, mahburners

Stone preparers / Jewel preparers / Stonewatbeaware makers / Shaped brick, concrete bloclkensak
Ceramics workers / Frit makers / Hollow glasswaekers / Flat glass makers / Glass blowers (lamps)
Glass processors, glass finishers

Chemical plant operatives / Chemical laboratooykers

Rubber makers, processors / Vulcanizes

Plastics processors

Paper, cellulose makers / Packaging makers k Boaling occupations / Other paper products makers
Type setters, compositors / Printed goods madkeristers (letterpress) / Printers (flat, grayur8pecial
printers, screeners / Copiers / Printer's assistant

Wood preparers / Wood moulders and related atimns / Wood products makers / Basket and wicker
products makers /

Iron, metal producers, melters / Rollers / Mdtalwers

Moulders, coremakers / Mould casters / Semsffied product fettlers and other mould casting
occupations

Sheet metal pressers, drawers, stampers / Véuddars, processors / Other metal moulders (notirgut
deformation)

Turners /

Drillers / Planers / Borers / Metal grindersth€ metal-cutting occupations

Metal grinders

Metal polishers / Engravers, chasers / Metatigrs / Galvanisers, metal colourers / Enamelizns,
platers and other metal surface finishers

Welders, oxy-acetylene cutters / Solderers éfing / Metal bonders and other metal connectors
Steel smiths / Container builders, coppersnatitsrelated occupations / Sheet metal workerséd, Pip
tubing fitters

Plumbers

Locksmiths, not specified / Building fittersHet metal, plastics fitters

Engine fitters

Plant fitters, maintenance fitters

Steel structure fitters, metal shipbuilders

Motor vehicle repairers

Agricultural machinery repairers / Aircraft mecics / Precision mechanics

Other mechanics / Watch-, clockmakers

Toolmakers

Precision fitters n.e.c. / Precious metal sniifBental technicians / Opthalmic opticians / Masic
instrument makers / Doll makers, model makersdexnists

Electrical fitters, mechanics

Telecommunications mechanics, craftsmen

Electric motor, transformer fitters / Electriegdpliance fitters / Radio, sound equipment medasani
Electrical appliance, electrical parts assemsbler

Other assemblers

Metal workers (no further specification)

Spinners, fibre preparers / Spoolers, twisterse makers / Weaving preparers / Weavers / Tgfteds
makers / Machined goods makers / Felt makers, ddyt lmakers / Textile processing operatives (brajder
Cutters / Laundry cutters, sewers / Embroidéerelat, cap makers / Sewers, n.e.c. / Other textile
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41
42

43
44
45
46

47
48
49
50
51

52
53
54

55
56

57
58
59
60
61
62

63
64
65
66
67
68
69
70
71

72
73
74

75
76
77
78

79
80
81
82
83

84
85
86

processing operatives / Textile dyers / Textiléstiers

Clothing sewers

Leather makers, catgut string makers / Shoersdkerotwear makers / Coarse leather goods firssher
truss makers / Fine leather goods makers / Leatbthting makers and other leather processing opegat
/ Hand shoemakers / Skin processing operatives

Bakery goods makers / Confectioners (pastry)

Butchers / Meat, sausage goods makers / Figlegsimg operatives

Cooks / Ready-to-serve meals, fruit, vegetatdsgyvers, preparers

Wine coopers / Brewers, maltsters / Other beeenaakers, tasters / Tobacco goods makers / Nilk, f
processing operatives / Flour, food processorgafisweets, ice-cream makers

Bricklayers

Concrete workers

Carpenters / Scaffolders

Roofers

Paviors / Road makers / Tracklayers / Explosinen (except shotfirers) / Land improvement, hylicau
engineering workers / Other civil engineering waske

Building labourer, general

Earth movers / Other building labourers, butdassistants, n.e.c.

Stucco workers, plasterers, rough casters ldttss, proofers / Tile setters / Furnace setieheating
installers / Glaziers / Screed, terrazzo layers

Room equippers / Upholsterers, mattress makers

Carpenters / Model, form carpenters / Cartwsigivheelwrights, coopers / Other wood and sports
equipment makers

Painters, lacquerers (construction)

Goods painters, lacquerers / Wood surface finsslveneerers / Ceramics, glass painters

Goods examiners, sorters, n.e.c.

Packagers, goods receivers, despatchers

Assistants (no further specification)

Generator machinists / Winding engine driveesiah ropeway machinists / Other machinists / Crane
drivers / Earthmoving plant drivers / Constructinachine attendants / Machine attendants, macHinists
helpers / Stokers / Machine setters (no furthecifipation)

Mechanical, motor engineers

Electrical engineers

Architects, civil engineers

Survey engineers / Mining, metallurgy, foundngi@eers / Other manufacturing engineers

Other engineers

Chemists, chemical engineers / Physicists, physigineers, mathematicians / Building technicians
Mechanical engineering technicians

Electrical engineering technicians

Measurement technicians / Mining, metallurgwynidry technicians / Chemistry, physics technicians
Remaining manufacturing technicians

Other technicians

Foremen, master mechanics

Biological specialists / Physical and mathenahtipecialists / Chemical laboratory assistantsot®
laboratory assistants

Technical draughtspersons

Wholesale and retail trade buyers, buyers /

Salespersons

Publishing house dealers, booksellers / Drugg@temists (pharmacy) / Pharmacy aids / Servatiat
attendants

Commercial agents, travelers / Mobile traders

Bank specialists / Building society specialists

Health insurance specialists (not social sgguritife, property insurance specialists

Forwarding business dealers

Tourism specialists / Publicity occupations élgars, property managers / Landlords, agents,anesis /
Cash collectors, cashiers, ticket sellers, inspscto

Railway engine drivers

Railway controllers, conductors

Motor vehicle drivers
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87 Navigating ships officers / Technical shipsafis, ships engineers / Deck seamen / Inland boatme
Other water transport occupations / Air transpeodupations

88 Post masters / Radio operators / Telephonists

89 Postal deliverers

90 Warehouse managers, warehousemen

91 Transportation equipment drivers

92 Stowers, furniture packers / Stores, transporkers

93 Entrepreneurs, managing directors, divisionalagars

94 Management consultants, organisors / Charteresbatants, tax advisers

95 Members of Parliament, Ministers, elected offiei/ Senior government officials / Associationdess,
officials

96 Cost accountants, valuers

97 Accountants

98 Cashiers

99 Data processing specialists

100 Office specialists

101 Stenographers, shorthand-typists, typists

102 Data typists

103 Office auxiliary workers

104 Factory guards, detectives / Watchmen, custedi&oldiers, border guards, police officers éfghters /

Safety testers / Chimney sweeps / Health-protectaoyipations / Arbitrators / Judicial administrator
Legal representatives, advisors / Judicial enfarcer

105 Doormen, caretakers

106 Domestic and non-domestic servants

107 Journalists / Interpreters, translators / Lilares, archivists, museum specialists

108 Musicians / Artists' agents / Visual, commdraitists / Scenery, sign painters / Artistic asdisting

occupations (stage, video and audio) / Interiohjl@ton designers, window dressers / Photographers
Performers, professional sportsmen, auxiliary @ctsccupations

109 Physicians / Dentists / Veterinary surgeonsaracists

110 Non-medical practitioners / Masseurs, physiaipists and related occupations

111 Nurses, midwives

112 Nursing assistants

113 Dietary assistants, pharmaceutical assistdneglical laboratory assistants

114 Medical receptionists

115 Social workers, care workers / Work, vocaticawlisers

116 Home wardens, social work teachers

117 Nursery teachers, child nurses

118 University teachers, lecturers at higher tezdirdichools and academies / Gymnasium teachechhital,
vocational, factory instructors / Music teachers, o / Sports teachers / Other teachers

119 Primary, secondary (basic), special schoohac

120 Economic and social scientists, statisticidfarhanities specialists, n.e.c. / Scientists n/é\ursing staff
/ Ministers of religion / Members of religious ordevithout specific occupation / Religious careplees

121 Hairdressers / Other body care occupations

122 Restaurant, inn, bar keepers, hotel proprigtattering trade dealers

123 Waiters, stewards

124 Others attending on guests

125 Housekeeping managers / Consumer advisorsef Gtlusekeeping attendants / Employees by household
cheque procedure

126 Laundry workers, pressers / Textile cleangrsrdand dry cleaners

127 Household cleaners

128 Glass, buildings cleaners

129 Street cleaners, refuse disposers / Vehicanels, servicers / Machinery, container cleanedselated
occupations

130* Non-agricultural family assistants, n.e.craifees with recognised training occupation gilbé specified

/ Interns, unpaid trainees with recognised traiingupation still to be specified / Workforce (jedekers)
with occupation still to be specified
* excluded because of insecure job information

Source: |IABS 1975-2004.
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Chapter 3

Explaining Age and Gender Differences in Employment Rates: A Labor Supply-Side

Per spective
Abstract™®

This paper takes a labor supply perspective (nssicial labor supply, job search) to explain
the lower employment rates of older workers and @wonThe basic rationale is that workers
choose non-employment if their reservation wagedager than the offered wages. Whereas
the latter depend on workers' productivity and §iriabecisions, reservation wages are largely
determined by workers' endowments and preferemmedsisure. To shed some empirical light
on this issue, we use German survey data to anafyge@nd gender differences in reservation

and entry wages, preferred and actual working h@urd satisfaction with leisure and work.

Keywords: Age; Family Gap; Gender; Job Search; Liabopply; Reservation Wages

'® This is the published article version. The worlsiaancially supported by the VolkswagenStifturée
thank participants of the SOEP User Conference 2BARE 2011 in Pafos, the Colloquium in Personnel
Economics 2011 in Zurich and colleagues in reseseahinars at Leuphana University Lineburg and Usitye
Hamburg for their comments. We thank the editomBefitzenberger and two anonymous referees for thei
comments.
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3.1 I ntroduction

Empirical observation of most labor markets revéladslower (re-)employment probability of
female and older workers. In Germany, employmetetsrdecline with age after the maximum
is reached at prime ages between 30 and 50 yaamseio and 40 to 50 years for women (see
Table 3.1). It can also be seen that women ingal Gategories have lower employment rates
than men. This employment gap increases with agengngounger individuals until the age
of 30 to 35 years, declines among middle-aged iddals, and increases again for older
individuals after the age of 50. Thus, the disatlwg® from which women suffer may emerge
during motherhood but is still an evident problesn dlder women. Non-employment often
leads to individual hardship (e.g. lower consumptitandards) and is also associated with
burdens on society because taxpayers have to @namemployment benefits or early
retirement schemes. In times of demographic chahgea challenge for policy and human
resource management to activate the resourcesnadéeand older people in the labor market
to maintain a sufficiently large labor supply. F@tmore, demographic change has brought
financial problems for public retirement schemes, tkat many countries have recently
increased the mandatory retirement age (e.g. 667tgears in Germany). It is, however,
questionable whether older workers still have teeessary employment skills. Most of the
political discussion focuses on labor demand-satsofs, i.e. if the productivity of older
workers still matches the wages paid, and assuhatsotd workers still want to work. This
assumption might not always be correct. For exantpke active participation of workers in
early retirement schemes is well-known. In thisgrapve explore age and gender differences
in labor supply. More specifically, we analyze mesgion and entry wages, preferred and

actual working hours, and satisfaction with leisanel jobs.
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Table 3.1: Age and Employment Rates (in %) for Gemyn

2007 2008

Age Groups Men Women M-W Men Women M-W
15-20 34.9 29.6 5.3 35.5 29.2 6.3

20-25 74.6 67.6 7 74.7 68.5 6.2
25-30 86.7 75.9 10.8 86.7 76.2 10.5
30-35 94.9 77.4 17.5 94.6 76.4 18.2
35-40 96.4 80.4 16 96.0 80.1 15.9

40 - 45 95.6 83.7 11.9 95.6 83.6 12
45 -50 94.4 83.9 10.5 94.2 83.9 10.3
50 -55 91.4 79.2 12.2 90.9 79.7 11.2
55-60 82.7 66.7 16 83.3 67.5 15.8
60 - 65 45.1 27.4 17.7 46.6 29.4 17.2

> 65 5.3 2.4 29 5.7 2.5 3.2
Total: 15 - 65 81.6 69.2 12.4 81.8 69.6 12.2

Source: Federal Statistical Office (Destatis), Midensus 2007 and 2008.

One stream of the literature on economics and indbselations analyzes the labor demand
side to explain age and gender-specific employngaps (e.g. discrimination, productivity
and wages). Another stream looks at the labor suggé. The neoclassical standard textbook
model of labor supply and the job search theomhkastsume that individuals only choose
employment over non-employment if the offered wegkarger than the reservation wage. If
women and older workers on average suffer a grefitierence between reservation wages
and offered wages compared with men and youngekesmrthe employment probability of
women and older workers will be lower. For examplge might have a stronger positive
effect on reservation wages (e.g. owing to highefgoence for leisure) than on offered
wages (e.g. owing to depreciation of human capitathich decreases the average
employment probability of older workers. For womemne might expect that leisure
preferences and reservation wages would increasegdonotherhood, whereas productivity
and, consequently, offered wages are not positiadlgcted. Because of human capital
depreciation, employment interruptions may ever lema lower wage offers and therefore

hamper the integration of women and especially srstin the labor market.
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We use large-scale household panel data from Gerf@BOEP: German Socio-Economic
Panel) to analyze average age and gender diffesanceeservation wages, entry wages as
proxy for offered wages, preferred and actual wagkiours, and leisure and job satisfaction.
In the context of reservation wages, we also makethodological contribution by showing
the importance of hourly information. Our analydesus on the years 2007 and 2008,
because these are the only years for which we campate hourly reservation wages.
Previous research has largely used weekly or mprgervation wages, which are not
suitable for analyzing age and gender differenfe$or example, female and older workers
prefer to work fewer hours than men and youngerkers; their weekly or monthly
reservation income is, ceteris paribus, lower. Thight even be the case if their hourly
reservation wages are larger but not large enocoigiompensate for fewer working hours. In
our empirical analysis, we find that older workeénsleed have larger hourly reservation
wages but lower monthly reservation wages owinghtr preference for working fewer
hours. The estimated age effects are greater fonemothan men. We further find that the
presence of children in the household increasesvason wages and reduces the supplied
working hours of women, whereas no significant @feare detected for men. Although our
econometric analysis is largely descriptive, wed foonsistent evidence that older workers
and mothers have higher preferences for leisurehagiter reservation wages, which might

explain the observed gaps in employment rates.

This paper is structured as follows. The next sacitummarizes the theoretical background
derived from labor supply and job search modelsvalf as previous empirical studies.
Section 3 describes the data, variables, and metidte regression results are presented in

Section 4. The paper concludes with a summary eudission of the findings in Section 5.
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3.2  Theory and Previous Resear ch on Reservation Wages
3.21 Labor Supply and Job Search

In this section we present two standard textbookietsoof labor supply decisions. First, we
present the neoclassical labor supply model (eogaB 2009, chapter 2) and, second, a basic
on-the-job search model (e.g. Cahuc and Zylberl28@4, chapter 3). Each of them is

enriched with a discussion of age and gender-ikkeffects on reservation wages.

In the neoclassical model, reservation wages diieetkas the marginal rate of substitution
between leisure and consumption at the initial wonking income and no hours of work. We

assume that individuals are heterogeneous witheotsip age and gender, which affects
reservation wages and individual labor supply dess Following several authors such as
Lazear (1979, 1986), Heckman (1974) and Chang (19%4 interpret reservation wages as
the shadow price of leisure. Lazear (1979) assuméss deferred compensation model that
reservation wages increase with age. Heckman (19&®ear (1986), and Chang (1991)
discuss different shapes of reservation wage pofih the context of lifecycle models and
retirement decisions. In the traditional family negdnen should offer more hours of working
time than women. This may be explained by the redtyeso earn additional household

income for the family. As regards women, we asstimeee are differences between mothers
and childless women. Non-mothers decide betweesurkei and working time, whereas

mothers take additional time exposures into comata®m for household production (e.g. care
for their children) (Browning 1992). Mothers witigh wages, however, have the opportunity
to buy childcare on the markEtin general, however, mothers have a lower timegbtid

which they can allocate to market work. Moreoveotmers might have higher preferences for

" Miller (2011) notes that highly educated womendsierirom delaying childbirth in terms of higher ges and
better career opportunities.
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non-market work and leisure because they want emaégime with their children. Both
considerations lead to a larger marginal rate dissttion between leisure time and

consumption goods and, consequently, to motheagisehireservation wages.

Concerning age, we offer the following considenagioYounger people are likely to have
lower reservation wages than older ones becausa tdwer level of endowment of
consumption goods. Older individuals, on the otterd, can lower their labor supply or even
retire, because of a higher endowment of consum@ends. After a long working life they
should have a higher level of non-market incomevealth and should have accumulated a
stock of goods (e.g. lifetime savings, real estdteancial assets, legacies, greater
unemployment benefit entitlement). These largeroemdents should lead to a larger
marginal rate of substitution between leisure timwed consumption goods for older
individuals. It also seems likely that older indivals have higher preference for leisure,
because they might want to utilize their stock ofuanulated goods and might already be
exhausted by long working careers. If a partneraiesady retired from work, an older non-
employed person might want to spend more time Wwith/her. In the words of Gordon and
Blinder (1980, p. 278), "(...) as people age, tipeaferences may shift in favor of leisure and
against work," from which it follows that older intluals are likely to have higher

reservation wages and, consequently, lower employ/nages.

For the job search model we will follow the influeth works of Mortensen (1970) and
McCall (1970). Surveys like those by Mortensen &iskarides (1999) and Rogerson et al.
(2005) describe different model-specific optionkelion-the-job-search models, matching

theories or labor market policy implicatiotfs.

18 Black (1995) adduces an enriched search modelfinithdiscrimination. In the model there is onenfivhich
does not hire one of two workers, because of dest@ere is another firm which employs both workers
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Once again, we focus on age and gender effectesarvation wages. First, public transfers
raise the non-working income and lead ceteris parilbo higher reservation wages.
Unemployment benefits for instance depend on payffim the last job. Although wages
increase over the lifespan, older individuals reediigher unemployment benefits and non-
working income increases as well. The reservatiages of older individuals are higher and
the duration of search is longer. Women on avefage fewer transfers than men because of
a higher share in part-time employment with lowecoime. In this context non-working
income is smaller and female reservation wages laneer. Because mothers receive
additional child-related public compensation trensf non-working income and,
consequently, reservation wages are higher. Tladsldéo a longer duration of search for
mothers. Hunt (1995) and Steiner (2001) calculateahd rates for Western Germany based
on GSOEP data. Hunt shows that an increase irleenéit to unemployment compensation
increases the duration of unemployment. Steineuearghat the older non-employed and
women with young children have lower probabilit@fsbeing employed than young men or
childless women. Fitzenberger and Wilke (2010) ronfthe findings using German
employment data. They show an overall increasaumatebn of non-employment, but not for
job searchers between jobs. Kunze and Troske (28i&yze the effect of plant closures on
job-search behavior. Using Western German socialrgg data, they find that women of
fertile age have the lowest job search intensityt, gender differences in displacement time
are statistically different only for younger womemith an exception around the age of 55.

Women younger than 25 and in the mid-forties haageMosses from 5 to 8 percent after re-

equally. The model shows that the existence oferiihinating firm on the market leads to highersbaosts
and lower reservation wages for the discriminatedker. Because of monopsonic market power, the non-
discriminating firm offers lower market wages tisttvorker, as well. The discriminated worker haa¢oept
poorer job matches with lower market wages, aneéfgab satisfaction. This model shows why minogtgups
such as older or female individuals are limitedeinms of their labor supply decision.
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employment?® As regards Western Germany many authors discugs Veases for mothers
returning to work. Schoénberg and Ludsteck (20009m@erfeld (2009), and Beblo et al.
(2009) report a drop in wages of around 10 to 20y per year, whereas Ejrnes and Kunze
(2011) report 3 to 6 percent. Schonbeck and Luks(@007) show that extension of

maternity leave increases delay in returning tokwor

According to Hutchens (1988), older employees henaller range of career possibilities
than younger people. Chan and Stevens (2001) stiothd USA that older individuals have

low probabilities of being re-employed after jolsdo We further assume that ability to use
modern information technologies and career netwogksdiffer for older individuals and for

women. Less access to formal and informal inforomatconcerning job offers reduces
reservation wages. Men and women should have edpilgly in terms of using information

technologies. According to Schleife (2006), howewadder people have poorer computer
skills than younger people. Higher search costsiaednon-working income and lead to
declining reservation wages. The quantity and thaity of career networks can influence the
job offer rate. A larger network may lead to mooatacts with firms and more job offers. A
better-quality network should lead to better infatimn concerning specific firms and their
job openings and characteristics. Search costslglarcline, because of better matching
qguality and fewer contacts with firms. CappellandaTatsiramos (2010) show that both
network effects exist. The number of employed fi®rncreases the probability of re-
employment. These jobs are better paid and haverldéay-off risks. We assume that the
career network increases in the early years of wgrkfe and shrinks near retirement age.

Therefore, older job searchers should have sma#éwrorks than younger people. Women

9 Kunze and Troske (2007) analyze the effects oplast closures. Using National Longitudinal Suredy
Youth data (NLSY), they report longer search timeviomen of fertile age than for women with additib
children. Search behavior of older workers wasatserved.
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may have smaller network groups among the workiogufation, as well. This may apply

particularly to mothers who have been not emplay@ohg to family responsibilities.

In the light of the above, older individuals, womand especially mothers may report higher
reservation wages and may be less effective inrfghpbbs. Mothers may be time-constrained
because of childcare arrangements and experienge lases after returning to work. Older
individuals may turn towards leisure activities &ese of higher endowment levels and

shifting preferences.

3.2.2. Previous Empirical Findings

A large part of the theoretical and empirical kitetrre on reservation wages is concerned with
macroeconomic aspects such as unemployment ratepubiic unemployment insurances

(Shimer and Werning 2007; Ljunggvist and Sarge@820which are beyond the scope of this
paper. Therefore, we summarize only selected ecapistudies that are of special relevance

here (see Table 3.2).

A review of the literature reveals that most aushase monthly information concerning
reservation wages (Kiefer and Neumann (1979) aridsten and Poterba (1984) for the
United States; Maani and Studenmund (1986) for eéChlbnes (1989) for Great Britain;
Gorter and Gorter (1993) for the Netherlands). Wevide a more detailed review for
Germany. Franz (1982) shows a positive effect dilipuunemployment compensation on
unemployment duration in Western Germany. Schmmidt \&inkelmann (1993) use official

unemployment data for Western Germany to show atip@seffect on male reservation
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Table 3.2: Chronological Overview of Previous Sésdbn Reservation Wages

Study: Author

Data: Country, Source, Years

Res@mwmat/ages Variables, Methods

Findings

Kiefer / Neumann (1979)
Gordon / Blinder (1980)
Franz (1982)

Feldstein / Poterba (1984)

Maani / Studenmund (1986)
Jones (1989)

Schmidt / Winkelmann
(1993)

Gorter / Gorter (1993)
Bloemen / Stancanelli (2001)
Prasad (2001)

Prasad (2004)

Christensen (2005)
Addison et al. (2009)

Brown et al. (2010)
Pannenberg (2010)

Brown et al. (2011)

Krueger / Mueller (2011)

USA, Survey, 1969-1973 Reg@on Wages weekly, Maximum-
Likelihood,

Readon Wages hourly (calculated),
oLSs

Reservation Wages monthly, OLS

USA, LRHS, 1969-1973

Germany, Unemployment
Register, 1976
USA, Current Population
Survey, May 1976
Chile, Survey, 1981-1982

Great Britain, Economist
Intelligence Unit, 1982,
Germany, Federal Secretary of Reservation Wages monthly, OLS
Labor, 1978

Netherlands, SEP, 1985-1987 Reservation Wages monthly, OLS,
2SLS,

Reservation Wages monthly / hourly,
OoLS, IV
Reservation Wages monthly, OLS,

Reservation Wages monthly, OLS

Reservation Wages monthly, OLS

Netherlands, SEP, 419980,

Germany, GSOEP,

1984-1997

Germany, GSOEP, Reservation Wages monthly, OLS,
1984-1997

Germany, GSOEP, Reservation Wages monthly, OLS, IV
1984-2000

13 European Countries, ECHFReservation Wages hourly, RE, FE
1994-1999

Great Britain, BHPS, 1991-
2004

Germany, GSOEP, 2004-2006

Reservation Wages, hourly, OLS,
RetimerWWages monthly, OLS, FE

Great Britain, BHPS, 1991-
2007

USA (New Jersey), Sunay,
weeks in 2009-2010

Reservation Wages hourly, Oaxaca
Decomposition
Reservation Wages hourly, OLS, probit

Reservation Wages monthly, OLS, 2SLS

Reservation Wages decline over Duration of Unempkayt

Reservation Wages increase with Age and bad Hei#ttline with Marriage, mixed Effects for
Children (Sample: only Men).
Unemployment Congt@rss increase over Duration of Unemployment.

Unemployment Insteaimcrease Duration of Unemployment.

Reservatioge&/decline over Duration of Unemployment (Samguidy Men).

Last Wages influéteservation Wages positive. Higher Reservation&dgr Men, especially
for Husbands.

Reservation Wageimeewith Duration of Unemployment. Higher Resd¢iwa Wages for Men.
No Significance for Age.
Reservation Wages increase with Age and educati@vall.

Inverse u-shaped Effect of Age on Reservation Wadeslth increase Reservation Wages.

Inverse u-shagetttof Age on Reservation Wages. Marriage andldg#n lower Reservation
Wages.
Higher Reservatiages for married Men. Children increase only MdRéservation Wages.

Reservation Wagmstant over Duration of Unemployment. Res@mat/ages higher than last
Market Wages.

Reservation Wegestant with Duration of Unemployment. UnemploytrBanefits increase
Reservation Wages.

Reservation WagdsMarket Wages increase with Age, decline afggr B5. No Effect of Health
on Reservation Wages (Sample: only Men).

Risk Aversion lowes&wation Wages. Reservation Wages lower with Domaif
Unemployment.
Reservation Wages is higher for Men. Reservati@g®¥ lower with Duration of Unemployment.

Reservati@g®é increase with Age, decline after Age 50. Rasen Wages close to last Market
Wages. Amount of Job Search Time decline over Utgyngent Duration.
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wages but no effect on socio-demographic varial8eseral studies use monthly reservation
wages of West Germany GSOEP data. Prasad (2004) 28@orts mixed results for family

status and children. Age is limited to 55 yearssBd (2001) shows that marriage or children
lower reservation wages, whereas higher educagiges it. Because of a squared function for
age, reservation wages increase in the early wratglecline around the age of forty. Prasad
(2004) presents similar results for age groupstagder reservation wages of married men.
Children have a positive effect only on reservaticages for men, not women. Christensen
(2005) shows that reservation wages are higher thanlast market wages before non-
employment. They do not decline with duration oemaployment. This finding suggests a

stationary level of reservation wages over timeris<€énsen reports u-shaped age profiles
separately for men and women. Pannenberg (201@)sstiwat risk aversion and reservation

wages are negatively correlated.

We prefer the use of hourly information becausa @ossible bias in the monthly variable.
Technically speaking, monthly wages include botk tiourly wage and the number of
working hours. This result of optimization may bdluenced by the same variables but
hypothetically not in the same direction. Unforttelg only a few sources offer this
information. In this context our paper clearly dttates substantial differences in the
measurement of working time. As far as we know,)ydhle latest research uses hourly
information, with the exception of Gordon and Bknd(1980). They calculate hourly
reservation wages using wage information from tbaditudinal Retirement History Survey
(LRHS). Bloemen and Stancanelli (2001) use the Buocio-Economic Panel (SEP) to
show a positive effect of wealth on reservation @ggvhereby reservation wages increase
until the age of 38 and decline later. Addison let(2009) use data from the European

Community Household Panel (ECHP) and use crosstooumformation to investigate a

55



positive relation between unemployment insurancg @servation wages in 13 countries.
Most of them have reservation wages that are conhetger the duration of non-employment.
Information concerning reservation wages is notagbvncluded for every country and every
year. The coefficients for age and gender areemmanted. The German data, for example, are
taken from special administrative data for two geddsing the British Household Panel
Survey (BHPS), Brown et al. (2010) compare weeklervation wages and market wages,
but only for men. Both types of wages increase agh, but decline after the age of 55. In the
same data, Brown et al. (2011) find lower hourlsergation wages among women, which is
interpreted as a positive gender reservation wage Bffects of gender and family aspects
such as motherhood explain some of the gap. Kruegdr Mueller (2011) use hourly
reservation wages from weekly interviews based etailkd administrative unemployment
information from the state of New Jersey to shoat tieservation wages are stable in younger

and middle ages, but decline after the age of 50.

3.3. Dataand Variables

We use representative German household survey fdata the German Socio-Economic
Panel (GSOEP) (Wagner et al. 2007). As we areasted in non-employed and employed
individuals, all pensioners, individuals in miliyaor community service, apprenticeships or
training, those who are self-employed or freelasicand individuals working in family
businesses have been excluded from the data. Tiy@es#s further restricted to observations
of those between 18 and 65 years of age. The a8 of the German age of legal majority
and 65 is the legal retirement age. Our samplenigeld to the years 2007 and 2008 because
our variable of main interest, hourly reservaticages, cannot be computed in previous years

from the GSOEP data. The sample includes 3,812nadasens of 3,022 individuals, with
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1,905 observations of 1,522 non-employed individuabncerning reservation wages (617
men and 905 women) and 1,907 observations of leipioyed individuals concerning entry

wages (819 men and 938 women).

In our empirical analysis we compare the resultsnfregressions for log hourly reservation
wages and log hourly entry wages to obtain insights age and gender differences as
potential explanations for differences in obserexdployment rates. We further compare
these results with estimates for log monthly resgon and entry wages in order to evaluate
any potential specification bias that might leadv@ng conclusions. Additional regressions
for preferred and actual weekly working hours, Uegsand job satisfaction are estimated to
analyze whether differences in preferences fouteisather than work are the reason for age
and gender differences in reservation wages. Emuatd) presents the basic estimation

framework, in whichY, represents the different dependent variables oweedi above for

individual i in yeart. The main explanatory variables of interest are g@ups (18 to 25

years as reference, 26-35, 36-45, 46-55, 56-6%) edefficientsa .*° X, denotes a vector of
additional explanatory variables with the coeffitie 8.°* €, is the usual remaining error

term. A list of the variables, short definitionydadescriptive statistics for the complete

sample are displayed in Table 3.3.

Yit = al + a2 Ag#G’SS] + a3 Ag§61451+ a4 Ag[é6’55]+ a5 Ad?’GSLl- it ﬁ + é;t (31)

2 Owing to non-linearity and in order to make intetation of the results easier, we decided to gsegaoups
instead of a specification with continuous age laigtier order polynomials. We also experimented with
different definitions of age groups. The resuls aot sensitive to this definition.

2L Owing to high collinearity between age and workenience, we do not include work experience in the
regressions. We have also estimated specificatiithsan additional control variable for differendagenure if
possible (only for employed workers in hours artib&ection regressions). Tenure itself has onlynalsimpact
on the outcome variables and does not significaffct the estimated parameters when comparedowith
preferred specification without tenure. For comsisy reasons, we chose to present the same sp#oific
(without tenure) across all regressions and sublsgmp
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Table 3.3: Variable List and Definitions

Variable

Definition

Mean (Std. dev.)
for complete Sample

Reservation Wages hourly

(non-employed)

Reservation Wages monthly

(non-employed)
Entry Wages hourly
(employed)

Entry Wages monthly
(employed)

Preferred Working Hours (non-

employed)

Preferred Working Hours

(employed)

Actual Working Hours
(employed)

Leisure Satisfaction

Job Satisfaction (employed)

Age: 18-25 Years
Age: 26-35 Years
Age: 36-45 Years
Age: 46-55 Years
Age: 56-65 Years
Female

Children
Secondary School
Intermediate School
Upper School
Vocational Degree
College Degree
Health: good
Health: normal
Health: bad
Household Income
German

Unemployment Rate

Year 2008

Overall Life Satisfaction
State: Schleswig-Holstein

State: Hamburg
State: Lower Saxony
State: Bremen

State: North Rhine-Westphalia

State: Hesse

State: Rhineland-Palatinate /

Saarland

State: Baden-Wuerttemberg

State: Bavaria
State: Berlin
State: Saxony

State: Mecklenburg-Western

Pomerania

State: Brandenburg
State: Saxony-Anhalt
State: Thuringia

log Reservation Wages per Hour in Euro.
(Reservation Wages monthly / (4.25* Preferred weg¥brking Hours))

log Reservation Wages per Month in Euro

log Entry Wages per Hour (only tenure less one )ear
(Wages monthly / (4.25*Actual weekly Working Hours)

log Entry Wages per Month (only tenure less oner)¥ea
preferred Number of weekly Working Hours (non-eryplt)
preferred Number of weekly Working Hours (employed)

real Number of weekly Working Hours (employed)

Satisfaction with Leisure:|8¢ato 10 (0:low, 10:high)
Satisfaction with Jafale 0 to 10 (O:low, 10:high)
Dummy for Age: 18-25 Years (Refeed
Dummy for Age: 26-35 Years
Dummy for Age: 36-45 Years
Dummy for Age: 46-55 Years
Dummy for Age: 56-65 Years
Dummy for being female
Dummy for having Children under Age ofih@Household
Dummy for having a Secondary Sddegree ("Unterstufe") (Reference)
Dummy for having an Intermegl&thool Degree ("Mittelstufe")
Dummy for having an Upper School Dedf®berstufe")
Dummy for having a Vocational i2eg
Dummy for having a College Degree
Dummy for State of Health: good (Retfiee)
Dummy for State of Health: normal
Dummy for State of Health: bad
log adjusted Household Incomeviro E
Dummy for having German Citizenship

German Federal States' unemployment Rate (Infoomgier State and Month, for
Rhineland-Palatinate / Saarland information periétesj Directorate and Month)

Dummy for Year 2008
Overall Life SatisfactioBcale 0 to 10 (0:low, 10:high)
Dummy for Federal Stathleswig-Holstein ("Schleswig-Holstein") (Referehc
Dummy for Federal State: Hambuidaifiburg")
Dummy for Federal State: La8axony ("Niedersachsen™)
Dummy for Federal State: Bremen (f#re')
Dummy for FederateStdorth Rhine-Westphalia ("Nordrhein-Westfalen™)
Dummy for Federal State: Hesse ("H8sse
Dummy for Federal State: Rhineland-Palatinate f18ad ("Rheinland-Pfalz /
Saarland”)
Dummy for Federal SBdaden-Wuerttemberg ("Baden-Wirttemberg")
Dummy for Federal State: Bavariay#n")
Dummy for Federal State: Berlin ('B¥)
Dummy for Federal State: Saxony {iSat')
Dummy for Federal State: Mecklenburg-Western Ponmar@Mecklenburg-
Vorpommern")
Dummy for Federal State: Bralnden("Brandenburg")
Dummy for Federal State: Sgpamhalt ("Sachsen-Anhalt")
Dummy for Federal State: Thuringihiringen")

2.028 (0.438)
6.895 (0.532)
1.884 (0.503)
6.748 (0.771)
33.425 (11.415)
34.035 (11.261)

IR{14.854)

6.654 (2.239)
6.592 (2.602)

0.282 (0.450)
0.256 (0.436)
0.176 (0.381)
0.064 (0.244)
0.562 (0.496)
0.437 (0.496)

0.353 (0.478)
0.274 (0.446)

0.639 (0.480)

0.159 (0.366)

0.287 (0.453)
0.131 (0.337)
7.651 (0.631)
0.927 (0.260)

11.399 (4.606)

0.472 (0.499)
6.626 (1.974)

0.015 (0.121)
0.092 (0.290)
0.007 (0.084)
0.183 (0.387)
0.067 (0.251)

0.048 (0.215)

0.08378)2
0.130 (0.336)
0.047 (0.211)
0.098 (0.297)

0.033 (0.177)

0.062 (0.241)
0.047 (0.212)
0.056 (0.230)

Notes: GSOEP 2007/2008. 3812 observations in campénple.
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Reservation wages are asked about in the GSOERiaquesre in this way: "How high

would your net income or salary have to be for ymtiake a position offered to you?". This
question is asked to individuals without paid empient, but who intend to be engaged in
paid employment in the near future. To get hounfpiimation we use a question concerning
the preferred weekly working hours of the non-emeth which is included in the survey
since 2007: "In your opinion how many hours a weekild you have to work to earn this net
income?" Entry wages are calculated only for emgdioyndividuals with less than one year of
tenure. For all wage variables we use a logaritBetause of implausible interpretation, we

drop all observations with wages below one Euro.

Concerning the working time aspects, we compardepezl and actual weekly working
hours. We have information about job searcheréeped hours and for employed individuals
can compare their preferred with the actual workinge. We also perform regressions for
satisfaction with leisure and job that might indéashifting preferences. Although job
satisfaction is only given for employed individuaatisfaction with leisure is available for all
individuals. The satisfaction variables use a lilsgrale of ascending order from zero (very

unhappy) to 10 (very happy).

We use a set of socioeconomic determinants as redply variables. We focus on age and
gender aspects and the influence of children oorlalpply. Additionally, we control for
household income, education, state of health, Geraig&zenship, regional unemployment
rate, years, and federal states. We use five anggr(18 to 25 years as reference, 26-35, 36-
45, 46-55, 56-65) to allow for nonlinear age effedh regressions for the complete sample of
men and women, we also include a dummy variablebfing female. Another dummy
variable accounts for the presence of children uride age of 16 in a household. The

household income is used as the log of the adjustedthly net household income. It
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includes labor and non-labor income of all houséhmémbers. Hence, it is a proxy for non-
labor income of non-employed individuals and weaithgeneral. In order to control for

differences in education we include secondary dchedificates as well as vocational and
college degrees. The subjective state of healtheiasured in three categories: good, normal,
and bad. The regressions further take into acc@erman citizenship. In the regressions
concerning satisfaction with leisure and work, wenteol additionally for overall life

satisfaction in order to reduce potential omitteatiable bias stemming from unobserved

heterogeneity.

The regional unemployment rate in the month ofitiherview is included to control for state
and month-specific differences in labor market d¢bols, which is an important issue
(Sestito and Viviano 201ff. Because of regional aggregations in the GSOEP, data
Rhineland-Palatinate and Saarland are treated @segmon. Here we use information from
the regional directorate of the Federal Employm&geéncy. In order to control for further
regional differences, we include dummy variables dth German federal states. A dummy
variable for the year 2008 is included to contanl &ggregated time effects such as inflation

rate.

Before we start our regression analyses in the segtion, we present the means of the
outcome variables of interest by age group categomable 3.4. It can be seen that there are
gender-specific differences for age. For instammeferred and actual working hours for

males are inverse u-shaped, whereas the femaémpattslightly u-shaped.

?2 This information is taken from a long time ser#sGerman federal unemployment statistics publishrethe
homepages of the German Federal Statistical Offittp://www.destatis.de).
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Table 3.4: Means of Outcome Variables of Intergsige Groups

Reservation  Entry Reservation  Entry Preferred  Preferred .
Age Actual Leisure Job
Categories Wages Wages Wages Wages  Hours (non- ~ Hours Hours  Satisfaction Satisfaction
(hourly) (hourly)  (monthly) (monthly) employed) (employed)

All 18 - 25 Years 7.78 6.08 1,200.93 812.10 36.79 33.91 33.20 7.12 6.91
26 - 35 Years 8.86 7.70 1,129.11 1,163.28 32.43 5@5. 37.19 6.50 7.00
36 - 45 Years 8.77 8.04 1,082.00 1,197.85 30.88 2832. 33.98 6.45 6.38
46 - 55 Years 8.52 7.70 1,080.06 1,168.44 33.36 8133. 34.38 6.47 6.06
56 - 65 Years 8.46 7.91 1,172.19 1,208.39 34.22 135. 35.77 7.02 5.64
Total: 8.48 7.48 1,129.05 1,106.28 33.43 34.04 B5.0 6.65 6.59
Men 18 - 25 Years 7.80 6.22 1,288.32 913.43 38.99 36.47 36.64 7.27 6.75
26 - 35 Years 9.17 7.58 1,500.55 1,394.66 39.82 1810. 43.68 6.58 7.01
36 - 45 Years 8.50 9.05 1,417.45 1,713.81 39.75 8®8W9. 43.77 6.45 6.12
46 - 55 Years 8.79 8.57 1,292.90 1,649.52 38.13 070. 42.29 6.14 5.77
56 - 65 Years 8.75 8.58 1,326.40 1,432.53 36.78 7137. 39.95 6.76 5.67
Total: 8.52 7.92 1,360.34 1,425.56 38.87 39.21 818 6.65 6.44
Women 18- 25 Years 7.76 5.97 1,121.38 732.37 34.79 31.90 30.49 6.99 7.04
26 - 35 Years 8.71 7.82 943.98 942.28 28.74 31.02 1.0 6.44 6.99
36 - 45 Years 8.89 7.27 926.30 807.31 26.76 26.53 6.572 6.45 6.59
46 - 55 Years 8.29 7.00 895.89 786.89 29.22 28.84 8.112 6.74 6.30
56 - 65 Years 8.02 6.56 931.07 760.12 30.22 29.99 7412 7.47 5.58

Total: 8.45 7.10 968.69 828.06 29.65 29.53 29.03 66 6. 6.72




34  Resultsof Regression Analyses

In the first part of our empirical analysis, weimstte log-linear earnings functions in order to
evaluate age and gender differences in reservatmghentry wages. As information about
working hours for stated monthly reservation incameot available before the year 2007, we
estimate pooled cross-section OLS (ordinary legqisaies) regressions for the years 2007 and
2008. First, we turn to our main results for logutip reservation and log hourly entry wages.
Afterwards, we estimate further regressions for tognthly reservation and log monthly
entry wages in order to show that the monthly imfation is unsuitable for some purposes as

the results can lead to wrong conclusions.

The regression results for log hourly reservatiod g hourly entry wages are displayed in
Table 3.5. The first two columns comprise the rissidr the complete sample. It can be seen
that hourly reservation and entry wages increasth \age, but that the age effect on
reservation wages is greater than that on entryegiaghis finding is consistent with our
assumption that older workers may remain voluntamon-employed because their
reservation wages are larger than the potentialesvdgr which our entry wages serve as
proxies. Women have on average about 6 percent Imgervation wages than men. As the
entry wages of women are even lower (by approxilyai® percent), the gap between
reservation and entry wages is larger for womenghvimight partly explain the gender gap in
employment rates. The results further indicate sitpe correlation between reservation and
entry wages, on the one hand, and the presenddaldfen in the household, education, good

health, and household income, on the other.
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Table 3.5: Log hourly Reservation and log hourlyrigiVages
All Men Women
Reservation Entry  Reservation Entry  Reservation Entry
Wages Wages Wages Wages Wages Wages
Age: 26 - 35vears (Ref: 18 — 25)0.1472** (0.1315** (0.1983** 0.1362** 0.0901** 01572***
(0.0288) (0.0298) (0.0440) (0.0448) (0.0371) (@24

Age: 36 - 45vears 0.1725** 0.1659** 0.1835** 0.2487** 0.138** 0.1378***
(0.0302) (0.0325) (0.0489) (0.0492) (0.0394) (agy
Age: 46 - 55 Years 0.1752** 0.1354** (0.1849*+* @898** 0.1473** 0.1055**
(0.0345) (0.0373) (0.0526) (0.0543) (0.0461) (os¢
Age: 56 - 65 Years 0.2268** 0.1948** (0.2341** Q@360** 0.2142**  0.1458*
(0.0425) (0.0529) (0.0570) (0.0691) (0.0695) (897
Female -0.0660*** -0.1302***
(0.0202) (0.0206)
Children 0.0365 0.0671** 0.0036 0.1220**  0.0680* 0.0165
(0.0227) (0.0231) (0.0358) (0.0328) (0.0295) (@3
School: Intermediate School -0.0170 0.0733*** £16 0.0577 -0.0073 0.0755**
(Ref: Secondary School) (0.0230) (0.0269) (0.0345)(0.0382) (0.0315) (0.0376)
School: Upper School 0.1865** 0.1935** (0.1998*** 0.1573** 0.1786*** 0.1976***
(0.0288) (0.0318) (0.0471) (0.0480) (0.0367) (@24
Vocational Degree -0.0254 0.0135 0.0420 0.0344 5716 -0.0160
(0.0223) (0.0260) (0.0353) (0.0376) (0.0289) (a03
College Degree 0.0654*  0.1865***  -0.0214  0.1962*%0.1099*** 0.1657***
(0.0338) (0.0337) (0.0656) (0.0500) (0.0388) (o4
Health: Normal (Ref: Good) -0.0299 -0.0030 -0.0399 -0.0376 -0.0209 0.0145
(0.0229) (0.0235) (0.0391) (0.0326) (0.0285) (@03
Health: Bad -0.0729** -0.0324 -0.0779* -0.0511 -0.0735* -0.0281
(0.0282) (0.0375) (0.0434) (0.0684) (0.0370) (a@4
Household Income 0.0701** 0.2054** 0.0927** 0.3®9** 0.0549** 0.0981***
(0.0169) (0.0225) (0.0269) (0.0349) (0.0229) (83)2
German -0.0404  0.1327**  -0.0914 0.1581**  -0.0040 0.1340*
(0.0438) (0.0474) (0.0664) (0.0599) (0.0579) (687
Unemployment Rate -0.0161 -0.0085 0.0121 -0.0207 .038p* 0.0095
(0.0166) (0.0167) (0.0300) (0.0223) (0.0188) (a®)2
Year 2008 0.0003 -0.0218 0.1059 -0.0391 -0.0683* .01D1
(0.0359) (0.0327) (0.0655) (0.0446) (0.0406) G4
Federal States yes yes yes yes yes yes
Constant 1.6160*** 0.0938 1.0572** -0.8232* 1.90#%* 0.6313*
(0.2128) (0.2637) (0.3470) (0.3700) (0.2694) (838
R? 0.1592 0.2635 0.1761 0.3746 0.1766 0.2023
Adjusted B 0.1458 0.2517 0.1442 0.3534 0.1548 0.1789
F-Test 14.1749 20.8078 6.0783 16.5399 11.6065 8.661
Number of Observations 1,905 1,907 780 888 1,125 014,
Number of Individuals 1,522 1,757 617 819 905 938

Notes: OLS, robust standard errors in parenthésesls of significance *** 1%, **5%, *10%, GSOEP Q©/2008.
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Owing to significant gender differences in the deii@ants of reservation and entry wages,
our further discussion focuses on separate estinfiatenen and womefi.Columns three and
four include the results for men and columns fine gix those for women. The reservation
wages of men do not significantly differ betweere tages of 26 to 55 years but are
significantly larger for men older than 55. Entnages for older male workers increase by
about the same amount. The results for women dte different. Whereas their reservation
wages strongly increase with age, their entry walgesiot. An explanation for this finding
may be that the age effects on preferences towhmidsre and consumption do not
significantly differ between men and women, whigads to small differences in the age
effects on reservation wages. Entry wages, on ttieerohand, depend strongly on
productivity, which is positively affected by onetfiob training and negatively by
employment interruptions (depreciation of humanitedjp As women have more frequently
interrupted employment biographies than men (owoge.g., family responsibilities), their
entry wages on average do not increase with agetas case for men. From our findings it
follows that the increasing gap in employment ragght be a result of the increasing gap in

the difference between reservation and entry wages.

Another interesting gender difference in the deteamts of reservation and entry wages is
the effect of the presence of children in the hbakk Whereas children have no effect on the
reservation wages of men, they have significanttipeseffects on the reservation wages of
women. This finding is consistent with our thearatiview that mothers have a tighter time
budget, from which time can be allocated to mavketk, and higher preferences for leisure

in order to care for their children. The conseqeeonicthese findings is a greater marginal rate

% In order to test for statistically different gena@dfects of age and children, we have also estithtite
regressions with interaction terms between the lemhammy and the explanatory variables of intefEise
results show that most interaction terms are diganf. The results are available from the autharsegjuest.
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of substitution between leisure and consumption, dnehce, larger reservation wages for
mothers. Fathers are also likely to have prefererioe spending time with their children,

which will increase their reservation wages. To pensate for the potential loss of mothers'
income and to generate additional income for thidiedn, however, fathers may have to
search for jobs with higher intensity and reducdartheservation wages (Browning 1992, p.
1452). We further find that children have a positeffect on male entry wages but not on
female entry wages. Although this finding mightreei@teresting at first glance, we attribute
it largely to institutional arrangements of tax wetions and family subsidies, which are
usually accounted for on the primary household ex&rpayroll. The overall results point to
the dominance of the conservative family model, iimethe mother is concerned with family

work and the father with market work.

To sum up our first piece of empirical evidences tiverall results indicate that women and
especially mothers and older women have higherrvaBen wages but not higher entry
wages. From this it follows that these groups hdweer probabilities of choosing

employment over non-employment, which might exptagir lower employment rates.

In the next step, we re-estimate the previous ssgpas using log monthly reservation and
log monthly entry wages instead of hourly wagesh@ligh most previous studies have used
monthly reservation wages instead of hourly red@mavages, a conceptual problem arises.
Because monthly reservation wages also includeptieéerred number of working hours

which are likely to be influenced by the same \Jaga, albeit not necessarily in the same
direction, estimates are likely to be systematychlhsed and lead to wrong conclusions and

policy recommendations.
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Table 3.6: Log monthly Reservation and log moniyry Wages

All Men Women
Reservation Entry Reservation Entry Reservation Entry
Wages Wages Wages Wages Wages Wages
Age: 26 - 35 Years (Ref: 18 — 25) 0.0300 0.2623**  0.2296**  0.3652*** -0.0917* 0.288**
(0.0364) (0.0445) (0.0524) (0.0616) (0.0483) (CEYS)
Age: 36 - 45 Years 0.0309 0.2507**  0.2370***  0.459* -0.0706 0.2058***
(0.0377) (0.0477) (0.0542) (0.0641) (0.0499) (6406
Age: 46 - 55 Years -0.0345 0.1267* 0.1408*  0.3¥25 -0.1500*** 0.0365
(0.0387) (0.0538) (0.0555) (0.0778) (0.0529) (a7
Age: 56 — 65 Years -0.0264 0.1099 0.1516** 0.30%7** -0.1787** -0.0120
(0.0502) (0.0798) (0.0649) (0.0958) (0.0768) (03
Female -0.3476***  -0.5675***
(0.0240) (0.0299)
Children -0.0833**  -0.1506*** 0.0201 0.1536***  -@213*** -0.4111**
(0.0265) (0.0322) (0.0368) (0.0439) (0.0364) (a4
School: Intermediate School -0.0497* 0.1036*** 0064 0.0453 -0.0494 0.1470***
(Ref: Secondary School) (0.0269) (0.0396) (0.0367) (0.0513) (0.0375) (0.0556)
School: Upper School 0.1369*** 0.0985** 0.1300** .aB88 0.1659**  0.1792**
(0.0397) (0.0482) (0.0572) (0.0663) (0.0516) (6m6
Vocational Degree 0.0213 0.1766**  0.0904** 0.12%9* -0.0106 0.1689***
(0.0269) (0.0365) (0.0381) (0.0497) (0.0349) (04
College Degree 0.1709**  0.4437** 0.0509 0.3913** (0.2331**  0.4330***
(0.0409) (0.0493) (0.0631) (0.0652) (0.0524) (66)6
Health: Normal (Ref: Good) -0.0439 -0.0046 -0.0494 -0.0372 -0.0339 0.0040
(0.0284) (0.0342) (0.0423) (0.0444) (0.0361) (664
Health: Bad -0.0264 -0.0742 -0.0661 -0.1209 -0.0272 -0.0217
(0.0308) (0.0591) (0.0431) (0.0890) (0.0412) (607
Household Income 0.0157 0.3644**  0.1489**  0.5130* -0.0727**  0.2565***
(0.0212) (0.0325) (0.0306) (0.0480) (0.0280) (asM
German -0.0775* 0.0547 0.0426 0.1290* -0.0982* 8109
(0.0442) (0.0594) (0.0610) (0.0707) (0.0569) (6309
Unemployment Rate -0.0202 -0.0270 0.0091 -0.0160 .039x* -0.0149
(0.0183) (0.0235) (0.0297) (0.0302) (0.0212) (@03
Year 2008 0.0189 -0.0522 0.1190* -0.0567 -0.0458 .0328
(0.0418) (0.0462) (0.0684) (0.0586) (0.0480) (6406
Federal States yes yes yes yes yes yes
Constant 7.2950%*  4.0350***  55663**  2.6868**  W778**  4.1969**
(0.2549) (0.3614) (0.3964) (0.4713) (0.3048) (BH2
R? 0.1705 0.3286 0.1717 0.3786 0.1307 0.2567
Adjusted R 0.1572 0.3179 0.1396 0.3576 0.1076 0.2349
F-Test 13.2320 31.7960 6.2550 16.7539 7.0934 14.440
Number of Observations 1,905 1,907 780 888 1,125 0149,
Number of Individuals 1,522 1,757 617 819 905 938

Notes: OLS, robust standard errors in parenthésesls of significance ***1%, **5%, *10%, GSOEP 202008.
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If compared with the results for hourly wages iblEa3.5, the results for monthly reservation
and entry wages in Table 3.6 illustrate these ewaa conclusions. For example, age has
negative effects on monthly reservation and entiges and the presence ofchildren reduces
women's monthly reservation wages. The reasonfset findings is, however, not negative
effects on hourly reservation and entry wages begative effects on working hours.
Moreover, the gender gaps in reservation and evages are substantially larger for monthly

than hourly data because women prefer to work enage fewer hours.

In order to validate our statements about the &ffetage, gender, and presence of children
on working hours, we estimate linear regressiomshmee outcome variables: (1) preferred
weekly working hours by non-employed job search@)spreferred weekly working hours by
those who have started a new job within the laat,ye&nd (3) actual weekly working hours by
those who have started a new job within the lastr.y&he results in Table 3.7 show that
preferred and actual working hours decrease withayl that the age effect is stronger for
women than for men. We further find that women @ren average to work fewer hours and
actually work fewer hours than men. Women with ar@h in the household prefer to work
fewer hours and actually do so, whereas the presehchildren does not significantly affect
the labor supply of men. The overall findings iradée that women, especially mothers, and
older workers voluntarily reduce their supplied Wog hours, which might be interpreted as

the outcome of greater preferences for leisure.

According to the standard labor supply model disedsin the theory section, differences in
reservation wages as well as in preferred and baatogking hours might be an outcome of
leisure preferences. Therefore, we also analyzeefileet of age on satisfaction with leisure
and job satisfaction. Happiness research in ecawimis received increasing attention in
recent years.
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Table 3.7: Preferred and Actual weekly Working Hour

Preferred Hours (non-employed) Preferred Hours (employed) Actual Hours (employed)
All Men Women All Men Women All Men Women
Age: 26 - 35 Years-2.8072** 0.9346  -4.4669** 0.7639 3.4974** -0.0707 3.0895*** 6.6477** 2.0932*
(Ref: 18 — 25) (0.7563)  (1.0208) (1.0147)  (0.7226)1.0622) (0.9276) (0.9337) (1.3198) (1.2361)
Age: 36 - 45 Years -4.0837** 0.7573  -5.7636** -1.0093 2.4047* -2.4865** 1.5538 5.8160*** 0.2791
(0.7452)  (0.9384) (1.0150) (0.7710) (1.0952) (9222 (0.9664) (1.3366) (1.3249)
Age: 46 - 55 Years -5.5939** -1.4789  -8.0066*** -1.6334** 2.3495* -4.1717** -0.7096  3.7930*** -3.1625**
(0.7765)  (1.0309) (1.0746)  (0.7906) (1.1003) (D@ (1.0442) (1.4622) (1.4286)
Age: 56 - 65 Years -6.8624**-2 9777* -10.1251**-3.4772** 0.2108 -5.6007** -2.8735* 1.7414  -5.7868**
(2.0061) (1.2791) (1.6439) (1.1047) (1.4860) (DO (1.5385) (2.0876) (2.1417)
Female -7.7125%* -9.0449%** -12.3795**
(0.4705) (0.4618) (0.5942)
Children -3.0764** 0.7184  -5.0129** -3.8918** 0.8612 -7.8543** -55372**  (0.6800 -10.7098***
(0.5423) (0.7014) (0.7560)  (0.4866) (0.6651) (9BH7 (0.6216) (0.8561) (0.8468)
School: Intermediate -0.8089 0.2234 -1.1235 -0.0536 -0.8587 0.5422 6093 -0.1804 2.1164*
School (Ref:
Secondary School)  (0.5532)  (0.6973) (0.7876) (08398 (0.7948) (0.8199) (0.7758) (1.0938) (1.0398)
School: Upper
School -1.0673 -1.1108 -0.4491 -2.0580***2.0417* -2.3708** -2.0468** -5.2314** -0.0255
(0.7571)  (1.0810) (0.9641) (0.7811) (1.1327) (5D5 (0.9554) (1.4443) (1.2381)
Vocational Degree 1.0325*  1.4039* 0.8436  3.0667**1.6156* 3.8076** 3.1147** 1.5797 3.5434***
(0.5647)  (0.6859) (0.7503) (0.5865) (0.8386) (BY)7 (0.7388) (1.0462) (0.9846)
College Degree 2.4035** 2.4639 2.4907* 4.3629** 1.9600* 5.3730** 6.3456** 5.4331** 6.2646**
(0.8951)  (1.5971) (1.0259) (0.7471) (1.0657) (BB®9 (0.9908) (1.4282) (1.3119)
Health: Normal -0.2383 -0.1607 -0.2152 0.1881 a4 0.0931 0.4025 -0.0546 0.5455
(Ref: Good) (0.5598)  (0.7703) (0.7216)  (0.5312) 74@0) (0.7089) (0.6688) (0.9479) (0.8560)
Health: Bad 1.0623 0.4617 0.8898 -0.2834 0.2880 7610 -0.2775 -1.2535 1.0579
(0.6486)  (0.8335) (0.9035) (0.8385) (1.2526) (¥D3 (1.1995) (1.7495) (1.5274)
Household Income  -1.1407***1.4748** -2.8197** -0.0684 1.1116 -0.8210  3.9578** 4,9854**3,4911**
(0.3980)  (0.5433) (0.5349) (0.4926) (0.7368) (O®1 (0.6178) (0.9234) (0.7958)
German -0.7784  3.8876** -2.3240*  -1.4296 -0.3105 -0.7721 -1.9503 -1.1907 .2082
(2.0001) (1.3251) (1.3181) (0.9485) (1.1026) (BA7 (1.2129) (1.6065) (1.6918)
Unemployment Rate -0.0933 0.0363 -0.1645 -0.1555 0.0150 -0.0062 Ip54 0.1214 -0.7837
(0.3592)  (0.5246) (0.4711) (0.3341) (0.4705) (@8K6 (0.4646) (0.6687) (0.6257)
Year 2008 0.3331 0.4747 0.2515 -1.1242 -1.3710 473  -0.9949 -1.1127 -0.5096
(0.8048)  (1.1332) (1.0470) (0.7259) (1.0443) (a®7 (0.9554) (1.3734) (1.2492)
Federal States yes yes yes yes yes yes yes yes yes
Constant 52.3702*+22.3605*** 61.6668*** 41.1011*** 26.3513*** 38.3001** 15.3961** -0.8641 8.6833
(5.0219) (6.8793) (6.5655) (5.4649) (7.7169) (41 (6.9622) (10.1976) (8.9957)
R? 0.2604 0.0823 0.2601 0.2717 0.0721 0.2673 0.2818 .137@ 0.2472
Adjusted R 0.2485 0.0468 0.2405 0.2600 0.0407 0.2458 0.2703 .108Q2 0.2252
F-Test 23.9937 1.9116 19.2132 25.0348 2.0623 18.70028.3786 4.5401 13.3876
Number of
Observations 1,905 780 1,125 1,907 888 1,019 1,907 888 1,019
Number of
Individuals 1,520 617 905 1,757 819 938 1,757 819 938

Notes: OLS, robust standard errors in parenthésesls of significance *** 1%, **5%, *10%, GSOEP Q©/2008.
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Frey and Stutzer (2002) found that satisfactioratideast somewhat related to the utility
concept. We use the information about satisfactiothe relevant domains of leisure and
work in order to see if systematic age differenerst. From a ceteris paribus perspective,
such systematic differences are likely to reflecf@grence changes with age, because we
control for household income as proxy for endownweitit wealth. In order to reduce further
individual heterogeneity in the estimates, we idelua control variable for general life
satisfaction. The main result in Table 3.8 is tlder individuals are on average happier with
their leisure but not with their jobs and that thge effect is stronger for women than for
men?* This finding can be interpreted as with age insire@preferences for leisure relative to
work (e.g. Gordon and Blinder 1980), which may explthe higher reservation wages and
lower labor supply that result in the lower empl&yrhrates of older workers, especially

older women.

The results of our reduced-form regressions agelardescriptive, although we control for
important differences in socio-economic charadiessand age and gender should be
exogenous variables. As robustness checks for esults from the pooled cross-sections
2007 and 2008 we use panel estimation techniqaesidm and fixed effect linear models)
for the years 1997 to 2008 in order to reduce okl stemming from unobserved

heterogeneitd’

*We find a positive effect of children on male stction with jobs, but a negative effect on fensa#isfaction
with leisure. These opposite effects for motheid fathers may reflect the childcare stress of @iticmal family
model. See for instance the surveys on parentafaetion by Hansen (2012), and Margolis and Myléky
(2011).

% The complete results of the panel estimates cdaurel in our longer working paper (Humpert andifefe
2011).
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Table 3.8: Satisfaction with Leisure and Job

Leisure Satisfaction (all) Leisure Satisfaction (hon-employed)Leisure Satisfaction (employed)  Job Satisfaction (employed)
All Men Women All Men Women All Men Women All Men Women
Age: 26 - 35 Years (Ref: 18
- 25) -0.2880** -0.4631** -0.1178 -0.3321*  -0.2017  -0.3002 -0.1251  -0.4024*0.0938 0.3203** 0.3448* 0.3128*
(0.1054) (0.1549) (0.1459) (0.1489) (0.2100) (@91 (0.1451) (0.2134) (0.1994) (0.1318) (0.1949) .17103)
Age: 36 - 45 Years -0.0476 -0.1520 0.0483 -0.1694 0.2576  -0.0579 0.0992 0.0594 0.0895 -0.0087 0.0407.0250
(0.1125) (0.1732) (0.1520) (0.1603) (0.2638) (@21 (0.1559) (0.2327) (0.2173) (0.1489) (0.2338) .1924)
Age: 46 — 55 Years 0.0110 -0.3354* 0.2680 -0.13540.5203*  0.2223 0.1182 -0.1515 0.2932 -0.0740  -BO17-0.0785
(0.1215) (0.1832) (0.1649) (0.1730) (0.2668) (023 (0.1695) (0.2534) (0.2305) (0.1632) (0.2421) .2187)
Age: 56 — 65 Years 0.4875**  0.2604 0.7851***  0.3%9 0.1643 0.7545**  0.4146 0.1617 0.6215 -0.1345 704  -0.4977
(0.1679) (0.2336) (0.2522) (0.2210) (0.3177) (@3®2 (0.2539) (0.3373) (0.4088) (0.2195) (0.2991) .36Q0)
Female 0.0387 -0.2256** 0.1790* 0.1368
(0.0706) (0.0992) (0.0972) (0.0898)
Children -0.3808** -0.1028 -0.5607*** -0.5196** -0.0856 -0.6804**-0.4642** -0.2240 -0.6501** 0.1549 0.4198** -0.0777

(0.0773)  (0.1181) (0.1038)  (0.1098) (0.1667) (@35 (0.1078) (0.1625) (0.1471) (0.0995) (0.1485) .1365)
School: Intermediate School -0.0782  -0.0750  -0.0866  -0.0050  0.0647  0.0486  #B09 -0.0263 -0.1704  0.0633  -0.0956  0.1559

(Ref: Secondary School) (0.0880)  (0.1353)  (0.1171)(0.1197) (0.1835) (0.1593) (0.1271) (0.1926) (0272 (0.1200) (0.1774) (0.1655)
School: Upper School -0.3790%*-0.2689% -0.4525%* -0.5524%+ -0.5721%* -0.4148* -0.1861  -0.0217 -0.3667* 0.1145  0.0675  0.0675
(0.0989)  (0.1454) (0.1374)  (0.1316) (0.1921) (638 (0.1488) (0.2279) (0.2037) (0.1359) (0.2022) .1900)
Vocational Degree -0.2893*%0.5179** -0.0964  -0.1256  -0.2394  -0.0425  -0.1755 -0.4404*6.0349  -0.0705 -0.1207  -0.0510
(0.0842)  (0.1330) (0.1108)  (0.1231) (0.2060) (B(5 (0.1162) (0.1754) (0.1597) (0.1037) (0.1530) .1432)
College Degree -0.2617** -0.3052* -0.1755  0.1379 235  0.1300 -0.3802* -0.4058* -0.3303 -0.2595* 1@66  -0.2562

(0.1116)  (0.1709)  (0.1498)  (0.1724) (0.2489) (@®3 (0.1489) (0.2305) (0.2011) (0.1349) (0.2081) .1799)
Health: Normal (Ref: Good)  -0.5488%%0.6113** -0.4803** -0.5641** -0.5285%* -0.5242%* -0.4847** -0.5555** -0.4687** -0.0913 -0.3169* 0.0934
(0.0815)  (0.1240) (0.1085)  (0.1150) (0.1775) (@25 (0.1131) (0.1672) (0.1578) (0.1022) (0.1549) .1335)

Health: Bad -0.5538%%*-0,6497** -0.4671%* -0.4228** -0.6583** -0.1654 -0.9381** -0.8034* -1.0743** -0.6645** -1.0775*** -0.3467
(0.1284)  (0.2030)  (0.1642)  (0.1591) (0.2453) (620 (0.2047) (0.3313) (0.2624) (0.2056) (0.3565) .24@1)
Household Income -0.3000%:0.3232** -0.3098** -0.1253  -0.1193  -0.1599 -0.1872* -0.1764 -0.2239*0.0867  0.0518  0.0829
(0.0583)  (0.0841) (0.0801)  (0.0769) (0.1068) (OCHL (0.0907) (0.1404) (0.1200) (0.0867) (0.1336) .1107)
German 0.4549%* 0.4730* 0.4703*  0.2851  0.0665 0.4879* 0.5416** 0.6940* 0.3783  0.1810  0.2283  0.2070
(0.1458)  (0.2194)  (0.1936)  (0.2053) (0.3457) (B(®5 (0.2008)  (0.2693) (0.3050) (0.1791) (0.2331) .2§74)
Unemployment Rate 0.0291  0.0211  0.0436 0.0928  @1590.0417 -0.0882 -0.1774 -0.0194 0.1117 0.2210*.0180
(0.0552)  (0.0828) (0.0743)  (0.0759) (0.1200) (G®Q (0.0787) (0.1130) (0.1094) (0.0684) (0.0995) .0965)
Year 2008 0.0793  -0.0003  0.1635 0.1658  0.2177  (.122 -0.0186  -0.2504  0.1733  0.2729* 0.2921  0.2302

70



(0.1172)  (0.1783) (0.1558)  (0.1693) (0.2755) (821 (0.1606) (0.2336) (0.2218) (0.1397) (0.2170) .1§56)

Overall Life Satisfaction 0.3446%* 0.3032%* 0.3839%* 0.3425** (.3333%* 0.3600** 0.3991** 0.3616"* 0.4307** 0.4956** 0.5353%* 0.4715%*
(0.0224)  (0.0324)  (0.0309)  (0.0297) (0.0433) (ADY4 (0.0343) (0.0475) (0.0493) (0.0327) (0.0485) .04@8)
Federal States yes yes yes yes yes yes yes yes yes yes yes yes
Constant 6.5444% 6.8709%* 6.2241%* 4.9987+* 4.0693* 52706%* 6.10 70** 6.8888%* 59717** 15065  0.8322  2.4563*
(0.7861)  (1.2210) (1.0345)  (1.0635) (1.7082) (120 (1.1386) (1.7428) (1.5072) (1.0131) (1.4901) .3¢®93)
R 0.1497  0.1568  0.1647 0.1810  0.2340 0.1766  0.1741 .1600  0.2104  0.2263  0.2892  0.1909
Adjusted B 0.1427  0.1414  0.1529 0.1675  0.2034  0.1541  0.1604 .1318  0.1865 0.2135  0.2644  0.1664
F-Test 20.2095 11.0830  12.6462  13.1800  7.6411  1©.858 12.20 6.44 8.45  14.7355 10.7872  6.7153
Number of Observations 3,812 1,668 2,144 1,905 780 1,125 1,907 888 1,019 1,907 888 1,019
Number of Individuals 3,022 1,323 1,699 1,522 617 059 1757 819 938 1,757 819 938

Notes: OLS, robust standard errors in parenthésesls of significance **1%, **5%, *10%, GSOEP 202008.
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The results from the panel estimates generally@tmur main results from the pooled cross-
sections for preferred weekly working hours, actwakkly working hours, and satisfaction

with leisure and job.

For our main outcome variables of interest, nameservation and entry wages, we cannot
use panel estimation techniques for the followiegsons. First, information about hourly
reservation wages is not included in the GSOEPr poidhe year 2007. Second, reservation
wages can only be observed for non-employed jolckees so that longitudinal information
would only be available for the long-term unempbbyand individuals who experience
repeated unemployment. Third, entry wages are ahlyerved once at the start of an

employment relationship.

35 Conclusion

In times of demographic change, it is a challemgegblicy and human resource management
to activate the resources of females and older Ipempthe labor market to maintain a
sufficiently large labor supply and to reduce fioah problems in retirement schemes. Such
an activation strategy is motivated by the empirichservation that employment rates
decrease with age among the elderly and are logvewvémen than for men. Much political
concern focuses on the employer side and leadppeass to recruit more women and older
workers. Without neglecting the fact that discriation is an important issue, our paper has
taken the opposite view and has found empiricapstidor labor supply-side explanations of
differences in employment rates. From a theorefp@bpective (neoclassical labor supply
model, job search models) individuals voluntarihoose non-employment over employment

if their reservation wages are larger than the wagéered by firms. We have indeed found
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empirical evidence that hourly reservation wageseiase with age for men and for women.
Hourly entry wages as proxy for offered wages iaseewith age only for men, however, and
not for women, which may partly explain the inciagsgender gap in employment rates.
These findings differ from previous research. Brastral. (2010) use British household data
(BHPS), but only for men, to show increasing houegervation wages until the ages of 45 to
54. In the highest age group of 55 and older, vasien wages decline. This is in contrast
with our findings, where hourly reservation wagésnales older than 55 are still increasing.
These authors have an advantage in terms of tla#, chowever. Whereas in the BHPS
reservation wages per hour are collected for yeaeshave new information in the GSOEP
data beginning in 2007. Our result of u-shapedepadgt of monthly reservation wages is in
line with other researchers using the monthly GS@BR. In these papers, there are higher
monthly reservation wages for men than for womehri€fensen 2005; Prasad 2001, 2004;
Pannenberg 2010). Christensen (2005) uses squgeetulactions and reports u-shaped age
profiles separately for West German men and worRessad (2001, 2004) shows an inverse
u-shaped age profile, but has limited the age $pab, and reports mostly non-significant

coefficients.

As a methodological contribution, we show that $pecification of the reservation wage as
an hourly variable instead of a monthly variablelgs more plausible results, because age
and gender have simultaneous effects on hourlyvasen wages and preferred working
hours. Older workers and women prefer to work feweurs and actually do so. In
combination with the result that satisfaction w#isure increases relative to job satisfaction,
our findings support the statement of Gordon anddér (1980, p. 278) that "(...) as people
age, their preferences may shift in favor of leesand against work." Consequently, the lower

employment rates of women and older people carabéym@ttributed to the labor supply side
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and not necessarily to the labor demand side. @tieealabor market policy could be an
effort to increase, or at least maintain, the potigity of women and older workers so that
they obtain higher wage offers from firms. This lcbbe accomplished by special training
programs inside and outside firms, which are tadjedt older people, especially women.
Zwick (2012), for example, shows that training édder workers is less effective, because of
the methods used. Younger and older workers hdfereht ways of teaching and learning.
Second, policy could subsidize employment, espgaieintegration in the labor market (e.qg.
direct transfers, tax reductions), which would alswrease offered wages and the
employment probability. Such policy measures astlgtnowever and might conflict with the
goal of sustainable public debt. Thus, econometvi@luation and simulation studies on the
effects of such labor market policies are neededrater to facilitate conclusive policy

recommendations.

Furthermore, we have found gender-specific diffeesnin the family context. The presence
of children in the household increases the reservatages of women and negatively affects
their labor supply, whereas neither reservation esagor working hours of men are
significantly affected. This is in fact contrary tbe results of Prasad. Using monthly
reservation wages, Prasad (2001) shows that hashiidren lowers reservation wages in

general, and Prasad (2004) finds higher reservatages for fathers but not for mothers.

These findings point to the dominance of the tradél family model in Germany wherein
mothers bear the main responsibility for raisingdrkn, voluntarily or involuntarily. In order
to activate more mothers for the labor market, $iras well as policy should continue the
expansion of more flexible working time scheduled day care for children at the workplace
and in the close neighborhood. Especially in theeaaf Germany, additional full-time school
programs might help parents to reduce time reginst
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Chapter 4

Somewhere over the Rainbow: Sexual Orientation Discrimination in Ger many
Abstract®

This paper observes sexual orientation based €ifées in German incomes. Gay men and
lesbian women sort themselves into different octiapa and sectors than their heterosexual
counterparts. | find evidence that cohabitating gan have an income penalty of 5 to 6
percent compared with married men, while lesbiame have a premium of about 9 to 10
percent compared with married women. Lesbians negistered same-sex union have an
income gain of about 12 to 16 percent, while thHeatffor men is not statistically significant.

There is evidence that gay households have 9 tpet@ent higher household income than

mixed-sex couples. The results for lesbian houskimalome are not statistically significant.

Keywords: Wage Discrimination, Labor Supply, Sexdaéntation

% This is a revised version of the working papehank Christian Pfeifer, Joachim Wagner, SanneeHillohn
Philipp Weche-Geliibcke ,Lina Andersson, Christogbamenter and Andras Tilcsik, as well as participaf
workshops at the IAB Nuremberg, the German Assiacidor Demography at Rostock University and resear
seminars at Wuppertal University, Hans-Bocklert8itif Dusseldorf, and Leuphana University Lineborg f
their comments and discussions.
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4.1 Introduction

There is a significant literature dealing with tpender gap in pay. A much smaller literature
deals with a pay gap based on sexual orientatitvettver gay, lesbian or bisexual. In recent
surveys Brown (1998), Badgett (2006) and Blacki.e2®07) show that gay men and lesbian
women are differently paid compared with their hesexual counterparts. This paper uses
the recently published wave of the German Mikromen&009) to analyze possible sexual
orientation discrimination in earnings. To the basiy knowledge, this is the first paper of

its kind focusing on Germarfy.

Discrimination can be based on individual distastepn statistical distributions. While the
former is legally forbidden in Germany, the lat@yncerns average differences between
groups, e.g. in terms of labor productivify.lf firms discriminate in general against
homosexuals in the same way, gays and lesbianddshath receive lower wages than
heterosexual men and women. But this is not coraibd in the literature. Several authors
show that gay men have 15 to 30 percent lower iddal income than heterosexual men
(Badgett 1995; Klawitter and Flatt 1998; Berg anen.2002; Mueller 2007; Zavodny 2008;
Drydakis 2012a), while Allegretto and Arthur (20@&d Plug and Berkhout (2004) present a
smaller gap of 3 percent. There are mixed resoltdelsbians and heterosexual women. By
analyzing individual income Clain and Leppel (2Q@lack et al. (2003), Arabsheibani et al.
(2004, 2005), Jepsen (2007) and Antecol et al.§e@@monstrate that lesbian women are 10
to 30 percent more highly paid than heterosexuaham while Badgett (1995), Elmslie and

Tebaldi (2007), Ahmed and Hammarstedt (2010) andrdrg and Mihoubi (2012) show

*” There is a rather descriptive paper by Eggen (2689homosexuality in Germany. He uses the 2006waév
the German Mikrozensus.

%8 Since 18 August 2006, Germany has had an eqlelityin GermanAllgemeines Gleichbehandlungsge}etz
that prohibits explicit, inter alia, sexual orietida based discrimination.
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mixed, but statistically not significant effectsrybakis (2011) presents evidence of lower
offered wages for lesbian women. Carpenter (2008l) ldeineck (2009) present individual
income differences even between bisexual men andienp and their heterosexual
counterparts. Badgett et al. (2008) argue that Hethographic and economic factors play a
role in forming a registered same-sex union. Whalgistrations arise for gay couples with

income, registrations of lesbian couples arise agé.

Using household information about gay and lesbiamptes the results are rather different.
Klawitter and Flatt (1998) and Klawitter (2011) eod 7 to 12 percent lower household
income for lesbian women. Ahmed et al. (2011a) rMepwome gains for gay couples of
about 5 percent and income loss for lesbian coupfelsetween 17 and 22 percent with
respect to married homosexual couples. Black €2807) examine higher household income
for households of gay men, especially when botlinpes work. The differences in results
may be explained by household specialization. @eff2011) and Antecol and Steinberger
(2011) show that cohabitating homosexual and heg¢exml couples behave similarly in their

household optimization.

There are different theoretical frames when anatyzZiabor market differences between
homosexuals and heterosexuals. The first concelms Isupply decisions and sorting into
jobs. According to Blandford (2003) and Black et @007), gay men sort themselves into
less male attributed jobs, with maybe lower wadesl lesbian women sort themselves into
more male attributed jobs, and receive maybe higlagres. Comparing couples of same and
opposite sexes leads to effects of optimization landsehold specification. Antecol et al.
(2008) and Daneshvary et al. (2008) report thdirgpiplays a lesser role than the effect of

human capital accumulation.
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The second theoretical frame concerns hiring disoation. This is variously shown by
Weichselbaumer (2003) (Austria), Tilcsik (2011)ppel (2009) (US), Drydakis (2009; 2011;
2012b) (Greece, Cyprus), Ahmed et al. (2012a) (8wgdand Patacchini et al. (2012)
(Italy)®. In the UK, Frank (2006) reports less carrier aesnfor homosexuals, while in
Belgium, Van Hoye and Lieves (2003) report no séxiscrimination in hiring. Hiring

discrimination is an important issue, which unfodtely is not observable in my data.

A major concern in observing homosexual behavidghéscase of proper identification. | use
the recently published wave of the German Mikromer2009, an official and representative
data set. This is the first time that differencessexual orientation in earnings have been
analyzed for Germany. There are two different gsoophomosexuals identifiable in the data.
While officially registered same-sex unions and-glntified same-sex couples are reliably

observable, the identification of hidden homosexaiples requires assumptions to be made.

The general results of the paper are the followittere is clear evidence that occupational
and sectoral sorting drives observable earningewdiffces between homosexuals and
heterosexuals in Germany. According to the findiafi8lack et al. (2007), Antecol (2008),
and Blandford (2003), gay men sort themselves nmioi@ female attributed jobs, while
lesbian women sort more into male attributed jébsther aspect is specialization of gay and
lesbian households. Running several OLS regresdionsndividual income shows that
cohabitating gay men face an earning penalty coetpaith married heterosexual men of
about 5 to 6 percent. The results for gay men riegsstered same-sex union are smaller, but

not statistically significant. This may be weak dance for a gay marriage premium.

?|n these studies faked applications are sentistieg firms.
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Cohabitating lesbian women have a premium in egena@mpared with married heterosexual
women of about 9 to 10 percent, while lesbian woinea registered same-sex union have a
premium of 12 to 16 percent. By adopting the samgra@ach with regard to household
income, the results change. Households of gay raee & household income premium of 9 to
17 percent relative to households with mixed-sexpées. Lesbian households have a small
but not significant reduction in household inconidis is in line with the literature on

household optimization (e.g. Ahmed et al. 2011a).

This paper is structured as follows. The next sacitummarizes the theoretical background
as well as previous empirical studies. Section $cudees the data, variables, and methods.
The empirical results are presented in Sectionhe paper concludes with a summary and

discussion of the findings in Section 5.

4.2  Review of Homosexuality in Ger many

Before | discuss the data in more detail, | shallegan historic overview of German
legislation governing same-sex behavior. Sincefthiding of the German Reich in 1871,
male homosexuality was strictly forbidden. Withghlly changes the article 175 of the
German criminal code was in legal use till 1994Nazi Germany from 1933 to 1945 gay
men were attested in concentration camps and neddéfter the end of the Third Reich,
Eastern and Western Germany behave differentlyimimgalizing same-sex behavior. While
the German Democratic Republic liberated the lawrdime and legalize homosexuality of
men and women in 1988, the Federal Republic of @eynused the former law of the Third
Reich till the 1970s. Indeed, only four years aftex German Unification in 1990, same-sex

behavior in general was legally permitted (LSVD 2P1in 2001 a significant step in
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equalizing same-sex couples and traditional maggagvas taken in Germany by
implementing a new law on same-sex partners (inm@erLebenspartnerschaftsgesetthis
has allowed registered unions between partnerbefsame sex (in Germaaingetragene
LebenspartnerschaftRegistration is similar to a traditional oppessex marriage, but it does
not carry the same legal status. Registered sarmpasthers are equal in inheritance laws, but
not in income taxation®. Adoptions are only allowed if one partner is théds biological

parent.

But legal equality is not identical with the abseraf other discriminations. In the German
ALLBUS 2008 data (Terwey and Baltzer 2011), induatk are interviewed about their
acceptance of homosexual behavior. While 32 peroémhen and 25 percent of women
evaluate homosexual behavior as always bad, 2&meof men and 19 percent of women
totally disagreewith equal legislation for same-sex marriages (Sgares A.4.1 and A.4.2 in

the Appendix). With other data Steffens and Wag@604) present similar evidence that the
young, female, and highly educated Germans, whe iliva metropolis and vote for the

ecological-orientated green party, have the mbstéil attitudes towards homosexuals.

Table 4.1 provides a historic overview of the nursbef (self-) identified homosexuals in
Germany. The numbers are weighted observationdbasaifferent waves of the German
Mikrozensus. The population can be identified by tdifferent measures: by estimation
technique and by questions. As shortly discussdti@nintroduction section, only registered
same-sex unions are clearly self-identified obdema. Although the law came into effect in
2001, the German Mikrozensus data first began askinghieed of the household about

registered same-sex unions in 2006. Since 2006uhwers of observations increase slowly.

% Under German tax law members of registered saxensions are classified in the higher tax band for
unmarried and not in the lower tax class for mdrirelividuals.
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Table 4.1: Number of Homosexuals in Germany

Year (Month) Estimation Method Questioning Method

All Households All Households Gay Households Lasliouseholds
1996 (April) 124,000 38,000 23,000 15,000
1997 (April) 114,000 39,000 22,000 17,000
1998 (April) 134,000 44,000 25,000 19,000
1999 (April) 128,000 41,000 25,000 16,000
2000 (May) 142,000 47,000 27,000 20,000
2001 (April) 147,000 50,000 (/) 29,000 (/) 21,000 (/)
2002 (April) 148,000 53,000 (/) 31,000 (/) 22,000 (/)
2003 (May) 159,000 58,000 (/) 32,000 (/) 26,000 (/)
2004 (March) 160,000 56,000 (/) 30,000(/) 26,000 (/)
2005 (*) 173,000 60,000 (/) 36,000 (/) 24,000 (/)
2006 (*) 177,000 62,000 [12,000] 39,000 [8,000] 23,000 (.)
2007 (*) 176,000 68,000 [15,000] 44,000 [10,000] 24,00008]
2008 (*) 186,000 69,000 [19,000] 46,000 [14,000] 23,00008]
2009 (*) 177,000 63,000 [19,000] 37,000 [12,000] 7,000 [7,000]

[ ] Registered Same-Sex Unions, (*): several MonthsData not collected, (.): Data not reliable

Source: Hammas and Ruebenach (2010); Federal G&tatstics.

In the recent published wave of the Mikrozensus92@hich is the focus of this paper, there
are approximately 19,000 registered same-sex unaerdified. These are households that
describe themselves as officially registered saexeusiions. This is the absolute lower bound
of the sample. There are about 44,000 self-idedtifsame-sex couples (in German:
gleichgeschlechtliche Lebensgemeinschaftewho have identified themselves as
homosexuals. The head of these households andr isracohabitating partner are of the
same gender. The number of non self-identifiedidddn homosexuals is bigger. Based on
the officially used German Federal Statistics idfation strategy’, two adults of the same

gender, who are not related, but live in one hoolsetand have no other partner there, are

declared to be homosexuals. These assumptionstemreused since 1996 to observe non-

%1 For the lower numbers the so-called questioninthatkis used (in GermaRragemethodg For the higher
numbers the so-called estimation method is use@¢iman:SchatzmethodeOverall there are 63,000 observed
self-identified homosexual couples, with 19,000 sa®x unions and 44,000 same-sex couples. See eéamm
and Ruebenach (2010) for a discussion of thesttand the different sampling methods.
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self identifying homosexuals in Germany. There &r&,000 hidden same-sex couples in
2009 in Germany. However, the size may be affedtedexample, by heterosexual students
sharing one flat. It should be kept in mind thatsalf-identified individuals may be part of a
self-selected group, who behave in the public syateally different than the not self-

identified homosexual

4.3 Theoretical Considerations and Empirical Evidence

As discussed in the introduction, discriminatiom ¢z based on individual distaste, or on
statistical considerations. In chapter 10 of higlteok on labor economics Borjas (2008)
describes that distaste of an employer againseeamroup means additional costs of hiring.
This leads on one hand to lower hiring rates of bsemuals and on the other hand to unequal
payments of equal work, because of the additioasisc In this topic it may be also the case
that costumers have a distaste towards homosexuassleads to unequal payments, as well.
Statistical discrimination is driven by general wmptions of potentially different
productivities of different groups. This means @iént treatments of similar individuals based

on one characteristic, e.g. ethnicity or sexuaradtion®>,

If firms discriminate generally against homosexualays and lesbians should both receive

lower wages than heterosexual men and women. Buistimot so clear. Klawitter (2011) and

% It may be the case, that these people expliciugis their sexual orientation such as attendingagdylesbian
movements or public parades.

It is known from the literature that homosexuaffed from heterosexuals in many ways. They havengas
with higher age differences than heterosexualsv@riz and Gral 2009), less stable registered saxensions,
especially for lesbian women (Anderson et al. 208§jreference for liberal metropolises (Blackle2@00;
Black et al. 2002), and more sexual partners ifediine (Blanchflower and Oswald 2004).
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Martell (2012) show that anti-discrimination lawsduce income differences as regards

homosexuals in the U.S.

One theoretical frame is based on individual ladaquply decisions and sorting into jobs. On
the one hand, gay men may sort themselves intarless jobs, with maybe lower wages. On
the other hand, lesbians may sort themselves i@ mmale jobs, and receive perhaps higher
wages. In fact there is evidence in the literathe¢ these stereotypes of occupational sorting
exist. Black et al. (2007) show that in the U.Sy gaen have jobs with higher shares of
women than heterosexual men. For lesbian womerdigitiebution is vice versa. Black et al.
(2007, p.65) conclude that "gay men are in occopatthat are more 'typically female' than
other men while lesbian women are in occupatioas dne less 'typically female' than other
women". Furthermore, Antecol et al. (2008) showttha the U.S. gay men are
overrepresented in jobs such as healthcare, offtbministration, education, business and
finance, and sales, but underrepresented in jobslvimg protection, production,
transportation, architecture and engineering, llagtan and repair, and construction. In
contrast, lesbian women have higher shares in jobslving protection, transportation,
architecture and engineering, installation and ire@and construction, but less shares in
healthcare, office administration, business andrioe, and sales. It is an interesting finding
that both gays and lesbians are overrepresentdteiarts, science, management, legal, and
computer and mathematics. According to Blandfb(g003), in the U.S. most gay men have
jobs of managerial and professional specialty aé asgeemployment in technical, sales, and
administrative support. He notes that jobs of msif@nal specialty are identified as female

jobs or arts jobsLesbian women are overrepresented in service jgbwedl as precision

% Blandford (2003) distinguishes between "open" amdsked" homosexuals. "Masked" homosexuals are
married to an opposite sex partner. There are mumeanasked gays and lesbians working as operators,
fabricators and laborers, but in fact there arauB0 individuals.
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production, craft, and repair. Blandford (20036@g1) concludes that "a large — and largely
unexplained — component of the income differentrasy be attributed to highly nuanced

occupational clustering related to sexual orieatatand gender”. Plug et al. (2011) show
clearly that homosexual workers select into jobthwolerant co-workers. Drydakis (2011),

moreover, argues that even self-selection intoHessosexual-hostile jobs may be interpreted
as a kind of indirect discrimination. Laurent andchbubi (2012) report the interesting result
that gay men face an income penalty in the prieaig the public sector, although income
reduction is smaller in the public sector. Ahmedle{2012b) show that for gays and lesbians
both income differences are smaller in the pubdictar. Martell (2012) presents theoretical
evidence that homosexual men would accept lowerirggs to work in a tolerant firm where

they can reveal their sexual orientation more pasil

According to Plug and Berkhout (2008) gay studemtthe Netherlands have higher human
capital investments in language skills and lowemethematics. Furthermore, they are drawn
to fields of study with higher shares of femaledstuts. In the U.S homosexuals have on
average higher education degrees than heterossixggs, partnered or married individuals
(Black et al. 2000). The latter authors report ieresting finding that gay men are less
represented in military service than heterosexuah,mwhile lesbian women are more
represented than their heterosexual female cowartsrBringing human capital investments
and jobs together, Ahmed et al. (2011b) show th&weden, on one hand, gay men are less
likely than heterosexual men to have a job wherdorag university education or a
management position is important. On the other h&sbian women are more likely than
heterosexual women to have a job where a long tsityeeducation or a management
position is relevant. The authors conclude that gay face similar barriers of promotion to

heterosexual women. Peplau and Fingerhut (2004ussthat heterosexual women with
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children are less carrier orientated than childlesterosexual women. But lesbian women
with children are supposed to have similar camigentations. This may drive the choice of
jobs. The authors conclude that lesbians with obildwill be psychologically higher

committed to work, because they are the primargdwenner for the family.

Another aspect is specialization in householdsaofessex couples. From a traditional mixed-
sex perspective, women carry out the childcareraed work in the labor market. While gay
couples have no or lower numbers of children thdrers, both partners attend to work
outside the household. This should lead to higlersehold income. In terms of lesbian
women it is not so clear which partner would eawnay and which would care for children,
if they exist. Jepsen (2007) demonstrates robusirgapremium results for lesbian couples
regarding cohabitating heterosexual women, evean afintrol for having children. In the case
of the U.S. federal state of Vermont, Solomon et(2005) discuss differences in typical
housework activities. While heterosexual marriednga are more often involved in such
tasks as washing, cleaning, and cooking, heteresewarried men do more repairs or take
out the garbage. Both couples of gay men and lesbh@men share the housework more

equally.

Antecol and Steinberger (2011) examine the impodaof household specialization. They
discovered that one partner of a lesbian couplé&svas long as a married heterosexual man,
while the second partner reduces working hourslaitypito a married heterosexual woman.
In addition, households of gay men have similaediearnings to heterosexual couples, while
lesbian household earn less (Ahmed et al. 201Te).alithors present evidence that in lesbian
households the household income is more equaliglaised than in heterosexual households,
while it is less equally distributed in gay houdelso Table 4.2 provides an overview of

several papers concerning earnings of gays, lesbéaa bisexuals.
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Table 4.2: Income and Earning Differentials for &dyesbians, Homosexual Couples and their Household

Studies (alphabetical):

Used Data: Type of Differentials:

Findings:

Information:

Ahmed, Hammarstedt (2010) LOUISE, Sweden, 2003

Ahmed, Anderson,
Hammarstedt (2011a)

Ahmed, Anderson,
Hammarstedt (2012b)

Allegretto, Arthur (2001)

Antecol, Jong, Steinberger
(2008)

Arabsheibani, Marin,
Wadsworth (2004)
Arabsheibani, Marin,
Wadsworth (2005)
Badgett (1995)

Berg, Lien (2002)

Black, Gates, Sanders, Taylor

(2000)

Black, Maker, Sanders, Taylor

(2003)

Black, Sanders, Taylor (2007)

Blandford (2003)
Carpenter (2004)

Carpenter (2005)

Carpenter (2007)

Carpenter (2008a)

Differences for Individuals

Differences for Individuals, Differences
between Households, Differences within
Households

Longitudinl Integration Database of Health
Insurance and Labour Market Studies (LISA),
2007,Sweden

Longitudinl Integration Database of Health
Insurance and Labour Market Studies (LISA),
2007,Sweden

Census of the PopulatiBablic Use Micro Data Differences for Individuals: only men
5% Sample (PUMS), 1990, USA
Census of the Population, Public Use Micro Dat®ifferences for Individuals
5% Sample (PUMS), 2000, USA
Labour Force Survey (LFS), 1996-2001, UK

Differences for Individuals,

Differender Individuals, Differences
between Households

Differender Individuals, Differences
between Households
Differences for Individuals

Labour Force Survey (LFS), 1996-2002, UK
General Social Survey (GSS), 1988 19SA

General Social Survey (GSS), 19996, USA Differences for Individuals

General Social Survey (GSS), 1988-1996; Differences for Individuals
National Health and Social Lifer Survey

(NHSLS), 1992; Census of the Population,

Public Use Micro Data 5% Sample (PUMS),

1990, USA

General Social Survey (GSS), 1989-1996, USA Diffees for Individuals

Census of the PojpnliaPublic Use Micro Data Differences for Individuals, Differences
5% Sample (PUMS), 2000, USA between Households

General Social Survey (GSS), 192896, USA Differences for Individuals
Differences for Individuals, Differences
between Households

Differences for Individuals

Behavioral Risk Factor Surved&aBystem
(BRFSS), 1996-2000, USA

General Social Survey (GSS), TIE®),
California Health Interview Survey (CHRIS),
2001, USA

General Social Survey (GSS), 19885,
National Health and Nutrition Examination
Survey (NHANES Ill), 1988-1994, USA

Canadian Community Health SU@SHS),

Differences for Individuals: only men

Differences for Individuals

Income loss for gagm Mixed income
results for lesbian women (n.s.)

Income loss for gay man; Income gain for

lesbian women; Income gain for gay
households; Income loss for lesbian
households

Income loss for gagm Income gain for

Log Earnings per
Year
Log Earnings per
Year

Log Earnings per

lesbian women; smaller differences betweeiYear, per Month

monthly earnings
Income Idssgay man

Mixed income results iay man; Income

gain for lesbian women

Mixed income results for gay man; Income

gain for lesbian women

Income loss for gay man; Income gain for

lesbian women

Income loss @@y man; Income loss for
lesbian women (n.s.)

Income Idssgay man; Income gain for
lesbian women

Income loss for (patad) gays; Income
gain for (partnered )lesbian women

Mixed income results for gad bisexual

man; Mixed income results for lesbian and

bisexual women

Income loss for gay man; Income gain for

lesbian women; Income gain for gay
households; Income loss for lesbian
households

Income ldssgay man; Income gain for
lesbian women

Income loss for gay man; Income loss for

lesbian women

Income loss for gayldsisexual man;
Mixed income results for lesbian and
bisexual women

Income Idssgay man

Income loss ¢lay man; Income gain for

Log Earnings per
Hour
Log Earnings per
Hour
Log Earnings per
Hour
Log Earnings per
Hour
Earnings per Year

Earnings per Year

Earnings per Year

Log Earnings per
Year

Log Earnings per
Hour

Earnings per Year
Log Earnings per
Year

Log Earnings per

Month

Log Earnings per
Year

Log Earnings per
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Carpenter (2008b)

Carpenter, Gates (2008)

Clain, Leppel (2001)
Daneshvary, Waddoups,
Wimmer (2008)

Drydakis (2011)
Drydakis (2012)

Elmslie, Tebaldi (2007)

Heineck (2009)

Jepsen (2007)

Klawitter, Flatt (1998)

Klawitter (2011)

Laurent, Mihoubi (2012)
Martell (2012)
Mueller (2007)

Plug, Berkhout (2004)

Zavodny (2008).

2003-2005; Canadian Census, 2001, Canada

Australian Longitudinal Studydamen’s
Health (ALSWH), 2000, Australia

Differences for Individuals: only women

Census of the Populatignijd™®Use Micro Data Differences between Households

5% Sample (PUMS), 2000; California Health

Interview Survey (CHRIS), 2001-2005;

California LGBT Tobacco Survey, 2003, USA

Census of the Population, iubse Micro Data Differences for Individuals

5% Sample (PUMS), 1990, USA

Census of the Population, Public Use Micro Dat®ifferences between Households: only

5% Sample (PUMS), 2000, USA
Athens Area Study (AAS), 2007-20G8ece

Athens Area Study (AAS), 2008-20Ggece

Current Population Survey (CPS), 2004, USA

International Social Survey Program (ISSP),
1994, USA, Australia, Ireland, Poland, Bulgaria

Census of the Population, PublidWiem Data

5% Sample (PUMS), 2000, USA

Census of the Populationbit Use Micro Data

5% Sample (PUMS), 1990, USA

Census of the Population, PublgeWlicro Data

5% Sample (PUMS), 2000, USA

Employment Survey, 1996-20Brance

General Social Survey (GSS), 19980&0JSA

General Social Survey, 2001, Canada

Survey of Dutch Graduate98t2000,
Netherlands

General Social Survey (GSS); Natibtealth

and Social Life Survey (NHSLS), 1988-2004,

USA

women

Differences for Individuals: only women

Differences for Individuals: only men
Differences for Individuals
Differences for Individuals
Differences between Households: only
women
Differences for Individuals, Differences

between Households

Differences for Individuals, Differences
between Households

Differences for Individuals
Differences for Individuals: only men
Differences for Individuals
Differences for Individuals

Differences for Individuals, Differences
between Households: only men

leshbian women

Incomeddsr leshian and bisexual women

Most often repdrteasehold income for
gay couples (> 100.000 $), most often
reported household income for lesbians
couples (50.000 - 100.000 $)

Income loss for gayrmincome gain for
lesbian women
Mixed results for lesbian households

cdme loss for lesbian women (offered
wages)
Imzploss for gay men; Income loss for
bisexual men
Income loss for gayukeholds; Mixed

Hour
Log Earnings per
Hour
Not reported

Log Earnings per
Hour
Log Earnings p
Hour
Log Earnings per
Hour
Log Earnings per
Hour
Log Earnings per

income results for lesbian households (n.s.)Hour, Log Earnings

Income loss for gaydrisexual man;
Mixed income results for lesbian and
bisexual women
Income gain for lesbian households

Income loss for gay man; Income gain for
lesbian women; Income gain for gay
households; Income loss for lesbian
households
Income loss for gay man; Income gain for
lesbian women; Income gains for gay
households, Income loss for lesbian
households

Income lfmsgay man; Mixed income
results for lesbian women (n.s.)

Imee loss for gay man

Income loss for gay mbtixed income
results for lesbian women (n.s.)

Income loss for gayrmincome gain for
lesbian women

Mixed Income Results for gay man

per Year
Log Earnings per
Month

Log Earnings per
Hour, Log Earnings
per Year
Log Earnings per
Year

Log Earnings per
Year

Log Earnings per
Month

Log Earnings per
Hour
Log Earnings per
Year
Log Earnings per
Hour, Log Earnings
per Month

Log Earnings per
Hour

Note:(n.s.: not significant).



4.4  Estimation Strategy and Data

The Mikrozensus is the largest German cross sectimmo data set offered by German
Federal Statistics. Every year 1% of all Germanskbolds, approximately 400,000, are
interviewed about aspects of family and work. Bseaparticipants are obliged by law to
answer the questions, the data set is reliabldhaadho missing answers. Based on this data, |
cannot identify gays or lesbians, who do not livihva partner in the same househBldn
other words, | am not able to analyze the behawiomon-partnered homosexuals, or
homosexuals who live in single households. Onlgwa flata sets used by Carpenter (2005,
2008a, 2008b) and Drydakis (2011, 2012a, 2012cyasektly for sexual orientation. Another

data limitation is that bisexual individuals arg nbservable.

As presented in section 4.2 only a few observataresclearly identifiable since 2006. Rates
of same-sex unions increase only very low betwe@®62and 2009. While the number of
self-identified gay unions has an increase till 20the number of self-identified lesbian
unions is unchanged between 2006 and 2008. An dilmation is the recruiting of

participants on a moving window base. Although ithgdividuals have to participate in the
census for four years, that does not mean thasadhge individuals participate in the same
four waves. This is the reason why | only the 20@%/e of the German Mikrozensus. A

newer wave of 2010 is not available so far.

In my data there are 75,192 individuals living iid,Z4 households. | observe 36,781
heterosexual men and 38,411 women, as well as dy#gn and 139 lesbian women. So 0.3

to 0.4 percent of the entire population is selirted as being homosexual.

% This problem is similar for US Census data. Blatkl. (2000) assume that most of all identifiechbeexual
couples are really homosexual. Furthermore, thppase that only one third of all homosexual coupledare
themselves as homosexuals. Thus, the numbers sheuttbre underestimated that overestimated.
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Table 4.3: Variable List and Definitions: Men

Men Married N: 29,996 Men Different-Sex Partnerg\611 Men Same-Sex Partner N:128 Men RegisteaateSSex Union N: 46

Variable Description Mean Std. Dev.  Min Max Mean d.9Dev. Min Max Mean Std. Dev.  Min Max Mean StdvDe Min Max
Income Income Month Eurg  2,345.18  1,485.44  112.507,0@00 | 1,834.56 1,010.44 11250 27,000 2,023.05 01804 400 6,750 2,228.26  1,160.01 600 6,750
Log Income Log Income Month

Euro 7.641 0.476 4.723 10.204 7.421 0.417 4.723 200.| 7.450 0.489 5.992 8.817 7.604 0.453 6.397  8.817
Household HH Income Month
Income Euro 3,637.44 1,834.71 225 27,000 3,296.69 1,580.5%00 27,000 4,014.84 1,928.77 800 14,000 4,886.95,967326 1,600 27,000
Log Household Log HH Income
Income Month Euro 8.116 0.386 5.416 10.204 8.025 0.373 6.397 10.204.2058 0.431 6.685 9.547 8.336 0.504 7.378 10.204
Age Age (18-65) 46.457 8.645 19 65 37.196 9.447 18 65 39.898 8.841 21 63 43.218 9.438 25 60
Age2 Age Squared /1,000  2.233 0.793 0.361 4225 7314 0.749 0.324 4.225 1.669 0.737 0.441 3.969 1.955 0.816 0.625  3.600
Age Partner Age (18-65) 44.024 8.622 19 65 34.655 .590 18 65 37.399 8.196 21 63 39.891 9.258 25 60
Age2 Partner Age Squared /1,000 2.012 0.749 0.361.2254 1.293 0.721 0.324 4.225 1.465 0.644 0.441 93.96 1.675 0.777 0.625 3.600
School (Ref: < (1) Secondary
7 Years of School 0.312 0.463 0 1 0.229 0.421 0 1 0 0 0 1 0 0 0 1
Schooling) (2) Polytechnic

Secondary School

(GDR) 0.134 0.340 0 1 0.105 0.306 0 1 0.063 0.243 0o 1 0.043 0.206 0 1

(3) Middle School 0.213 0.410 0 1 0.0292 0.455 0 1 0.227 0.421 0 1 0.196 0.401 0 1

(4) (technical)

College 0.339 0.474 0 1 0.372 0.484 0 1 0.539 0.501 0 1 3.6 0.488 0 1
Professional (1) Master
Education Craftsmen;
(Ref: Academy 0.111 0.314 0 1 0.095 0.294 0 1 0.109 0.314 0 1 0 0 0 1
Apprenticeship (2) Technical
, Vocational College (GDR) 0.011 0.103 0 1 0.006 0.076 0 1 0.023 0.152 0 1 0.043 0.206 0 1
Training) (3) University of

Applied Sciences 0.110 0.312 0 1 0.104 0.305 0 1 129. 0.332 0 1 0.065 0.250 0 1

(4) University; PhD | 0.139 0.346 0 1 0.133 0.339 0 1 0.203 0.404 0 1 0.196 0.401 0 1
Experience Job Experience (in

Years) 24.731 10.377 1 51 15.642 10.376 1 48 17.39110.163 2 46 19.826 10.721 1 44
Experience2 Job Experience

Squared /1,000 0.720 0.513 0.001 2.601 0.352 0.404 0.001 2.304 0920.4 0.425 0.004 2.116 0.505 0.477 0.001 1.936
Tenure Job Tenure (in

Years) 15.860 11.028 1 51 9.792 8.591 1 46 11.250 10.162 1 41 11.283 9.619 1 41
Tenure2 Job Tenure Squared

/1,000 0.373 0.442 0.001 2.601 0.170 0.283 0.001 2116 300.2 0.368 0.001 1.681 0.218 0.328 0.001 1.681
Working Hours H'\é%rr’:a' working | 40554 6.640 1 98 40451  6.560 5 80 39977  8.675 7 80 39.087  7.944 20 70
plorking Hours - NormalWorking | 96,817~ 12.44 1 98 3546  9.687 1 80 30.695  9.343 8 0 8 |38587 9392 8 60
Firm Size (Ref: (1) 6-10 workers 0.057 0.232 0 1 0.071 0.257 0 1 04D. 0.212 0 1 0.0870 0.285 0 1
less than 5 (2) 11-50 workers 0.218 0.413 0 1 0.234 0.424 0 1 180 0.385 0 1 0.174 0.383 0 1
workers) (3) more than 50

workers 0.667 0.471 0 1 0.625 0.484 0 1 0.656 0.477 0 1 0.696 0.465 0 1




Fixed-Term

(1) Fixed-Term

(Ref: no Fixed- Contract
Term Contract) 0.038 0.191 0 1 0.087 0.282 0 1 0.110 0.313 0 0 0 1
Shift Work (1) Shift Work
(Ref: no Shift
Work) 0.177 0.382 0 1 0.195 0.396 0 1 0.180 0.385 170.2 0.417 0 1
Children in (1) any Children in
Household Household
(Ref: no
Children) 0.653 0.476 0 1 0.290 0.454 0 1 0.0157 0.125 0 0 0 1
German (1) German
Citizen (Ref: Citizenship
no German) 0.960 0.196 0 1 0.970 0.172 0 1 0.922 0.267 39.9 0.250 0 1
Regional (1) Area 20,000 -
Differences 500,000 People 0.388 0.487 0 1 0.43 0.494 0 1 0.312 0.466 0 1 0.283 0.455 0
(Ref: Area < (2) Area > 500,000
20,000 People) People 0.115 0.320 0 1 0.197 0.398 0 1 0.430 0.497 220.5 0.505 0 1
Federal States (1) Hamburg 0.014 0.120 0 1 0.027 0.149 0 1 0.109 .319 0 1 0.130 0.340 0
(Ref: (2) Lower Saxony 0.099 0.299 0 1 0.095 0.294 0 1 .07D 0.257 0 1 0.109 0.315 0
Schleswig- (3) Bremen 0.006 0.075 0 1 0.007 0.085 0 1 0.031 17®. 0 1 0 0 0 1
Holstein) (4) North-Rhine
Westphalia 0.175 0.381 0 1 0.181 0.385 0 1 0.266 443. 0 1 0.130 0.341 0
(5) Hesse 0.075 0.264 0 1 0.073 0.260 0 1 0.0625 2430. 0 1 0.196 0.401 0
(6) Rhineland-
Palatinate 1.051 0.218 0 1 0.045 0.207 0 1 0.055 2280. 0 1 0 0 0 1
(7) Baden-
Wouerttemberg 0.146 0.353 0 0.123 0.329 0 0.086 0.281 080.1 0.315 0 1
(8) Bavaria 0.175 0.380 0 1 0.155 0.362 0 1 0.156 .36® 0 1 0.087 0.285 0
(9) Saarland 0.012 0.107 0 1 0.008 0.094 0 1 0.063 0.243 0 1 0 0 0 1
(20) Berlin 0.027 0.163 0 1 0.048 0.214 0 1 0.0313 0.175 0 1 0.109 0.315 0
(11) Brandenburg 0.039 0.195 0 1 0.04 0.203 0 1 08.0 0.088 0 1 0 0 0
(12) Mecklenburg-
Western Pomerania| 0.002 0.142 0 1 0.022 0.144 0 1 .0230 0.152 0 1 0 0 0
(13) Saxony 0.062 0.241 0 1 0.076 0.264 0 1 0.008 .08 0 1 0 0 0 1
(14) Saxony-Anhalt | 0.031 0.173 0 1 0.033 0.177 0 1 0.110 0.313 0 1 0 0 0
(15) Thuringia 0.034 0.180 0 1 0.035 0.184 0 1 0.07 0.257 0 1 0.022 0.147 0
Source: Mikrozensus 2009.
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Table 4.4: Variable List and Definitions: Women

Women Married N: 30,751 Women Differed- Sex Parid: 7,521 Women Same-Sex Partner N: 98 Womenskegd Same-Sex Union N: 41

Variable Description Mean Std. Dev.  Min Max Mean d9Pev. Min Max Mean Std. Dev. Min Max Mean StdvMDe  Min Max
Income Income Month

Euro 1,295.04 946.31 1125 27,000 1,453.33 65457 1251 14,000 | 1,686.74 818.55 600 6,75( 1,732.93 6854. 400 3,050
Log Income Log Income Month

Euro 6.988 0.606 4723 10.204 7.192 0.430 4,723 4P.5| 7.348 0.390 6.397 8.817 7.402 0.357 5.992 8.023
Household HH Income Month
Income Euro 3,620.75 2,082.96 225 27,000 3,313.05 1,733.96  40027,000 | 3,262.75 1,187.70 1,400 8,750 3,310.98 $70.1 1,200 4,750
Log Household Log HH Income
Income Month Euro 8.090 0.441 5416 10.204 8.018 0.404 9%5.9 10.204 | 8.033 0.336 7.244  9.077 8.06 0.327 7.0908.466
Age Age (18-65) 45.463 9.048 19 65 35.412 9.827 18 65 38.735 9.517 21 60 42.927 8.650 26 60
Age2 Age Squared /1,000 2.149 0.807 0.361 4.2p5 511.3 0.754 0.324 4.225 1.590 0.755 0.441 3.6 1916 773. 0.676 3.6
Age Partner Age (18-65) 45.463 9.048 19 65 35.412 .82® 18 65 36.367 9.299 20 60 40.780 8.287 26 60
Age2 Partner Age Squared /1,000 2.149 0.807 0.3612254 | 1.351 0.754 0.324 4.225 1.408 0.700 0.40 36| .7301 0.722 0.676 3.6
School (Ref: < (1) Secondary
7 Years of School 0.212 0.408 0 1 0.1404 0.347 0 1 0.1735 1038 O 1 0 0 0 1
Schooling) (2) Polytechnic

Secondary School

(GDR) 0.175 0.380 0 1 0.09793  0.297 0 1 0.051 0.222 0 1 .0490 0.218 0 1

(3) Middle School 0.300 0.458 0 1 0.355 0.478 0 1 .316 0.467 0 1 0.293 0.461 0 1

(4) (technical)

College 0.320 0.463 0 1 0.406 0.491 0 1 0.449 0.500 O 1 0.390 0.494 0 1
Professional (1) Master
Education (Ref: Craftsmen;
Apprenticeship, Academy 0.067 0.250 0 1 0.0782 0.268 0 1 0.112 0.317 0 1 220. 0.419 0 1
Vocational (2) Technical
Training) College (GDR) 0.042 0.200 0 1 0.0191 0.137 0 1 ©®.03 0.173 0 1 0.024 0.156 0 1

(3) University of

Applied Sciences | 0.070 0.255 0 1 0.082 0.274 0 1 0.102 0.304 0 1 73.0 0.264 0 1

(4) University; PhD | 0.130 0.335 0 1 0.142 0.349 0 1 0.204 0.405 0 1 0.122 0.331 0 1
Experience Job Experience (in

Years) 25.048 10.628 1 51 14.566 10.595 1 50 15.612 10.343 1 42 18.366 10.324 1 40
Experience2 Job Experience

Squared /1,000 0.740 0.526 0.001 2.601] 0.324 0.405 0.001 25 0.3500.411 0.001 1.764 0.441 0.438 0.001 1.6
Tenure Job Tenure (in

Years) 13.868 10.147 1 49 8.868 7.951 1 49 9.642 7.618 1 5 3 | 11.414 8.602 1 37
Tenure2 Job Tenure Squared

/1,000 0.295 0.382 0.001 2.401] 0.142 0.246 0.001 2.401 500.1 0.222 0.001 1.225 0.202 0.286 0.001 1.369
Working Hours ~ Normal Working

Hours 30.021 10.983 1 98 35.804 8.577 1 80 37.418 6.241 0 2 60 36.756 6.952 20 45
Working Hours  Normal Working
Partner Hours 30.021 10.983 1 98 35.804 8.577 1 80 38.0456.892 20 60 35.634 10.072 10 52
Firm Size (Ref: (1) 6-10 workers 0.105 0.307 0 1 0.101 0.301 0 1 06D. 0.241 0 1 0.048 0.218 0 1
less than 5 (2) 11-50 workers 0.270 0.444 0 1 0.265 0.442 0 1 0.225 0.419 0 1 0.390 0.494 0 1




less than 5

(3) more than 50

workers) workers 0.498 0.500 0 1 0.527 0.499 0 1 0.633 0.485 30.5 0.505 0 1
Fixed-Term (1) Fixed-Term
(Ref: no Fixed- Contract
Term Contract) 0.059 0.236 0 1 0.128 0.334 0 1 0.133 0.341 980.0 0.300 0 1
Shift Work (1) Shift Work
(Ref: no Shift
Work) 0.142 0.349 0 1 0.174 0.380 0 1 0.225 0.419 220.1 0.331 0 1
Children in (1) any Children in
Household Household
(Ref: no
Children) 0.571 0.495 0 1 0.285 0.452 0 1 0.153 0.362 220.1 0.331 0 1
German Citizen (1) German
(Ref: no Citizenship
German) 0.960 0.195 0 1 0.972 0.165 0 1 0.980 0.142 1 0 1
Regional (1) Area 20,000 -
Differences 500,000 People 0.383 0.486 0 1 0.415 0.493 0 1 0.347 0.478 170.3 0.472 0 1
(Ref: Area < (2) Area > 500,000
20,000 People) People 0.130 0.336 0 1 0.202 0.402 0 1 0.337 0.475 0 0.268 0.449 0 1
Federal States (1) Hamburg 0.016 0.126 0 1 0.023 0.149 0 1 0.092 .29® 0 0 0 0 1
(Ref: (2) Lower Saxony 0.088 0.284 0 1 0.092 0.289 0 1 .16® 0.372 0 0.122 0.331 0 1
Schleswig- (3) Bremen 0.006 0.077 0 1 0.007 0.086 0 1 0 0 0 0 0 1
Holstein) (4) North-Rhine
Westphalia 0.155 0.362 0 1 0.177 0.382 0 1 0.163 371D0. 0 0.317 0.471 0 1
(5) Hesse 0.072 0.259 0 1 0.068 0.252 0 1 0.143 520.3 0 0.024 0.156 0 1
(6) Rhineland-
Palatinate 0.048 0.214 0 1 0.046 0.209 0 1 0.041 199. 0 0.049 0.218 0 1
(7) Baden-
Wuerttemberg 0.133 0.340 0 1 0.117 0.322 0 1 0.133 0.341 460.1 0.358 0 1
(8) Bavaria 0.163 0.369 0 1 0.159 0.366 0 1 0.061 .24D 0 0.195 0.401 0 1
(9) Saarland 0.011 0.105 0 1 0.009 0.096 0 1 0 0 0.024 0.156 0 1
(20) Berlin 0.035 0.184 0 1 0.05 0.222 0 1 0.061  240. 0 0.049 0.218 0 1
(11) Brandenburg 0.048 0.215 0 1 0.046 0.209 0 1 03D0. 0.173 0 0.024 0.156 0 1
(12) Mecklenburg-
Western Pomeranig 0.026 0.160 0 0.024 0.153 0 1 0 0 0 0
(13) Saxony 0.078 0.268 0 1 0.077 0.267 0 1 0.010 .1010 0 0 0 0 1
(14) Saxony-Anhalt| 0.040 0.196 0 1 0.033 0.180 0 1 0 0 0 0 0 0 1
(15) Thuringia 0.043 0.202 0 1 0.036 0.186 0 1 0.05 0.221 0 0 0 0 1

Source: Mikrozensus 2009.
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In a first step, | analyze the hypotheses of sgrimo different jobs and sectors. Then, |
perform simple Mincer-style OLS income regressitorsindividuals and households. While
individual income may be directly affected by angd<of income discrimination, household
income should be less affected, because of theasumo incomes. The dependent variables
are logarithms of individual and household net ines in Eurd’. In the data there are 24
different income groups from as low as 150 Euromtwe than 18,000 Euros per month. To
capture the boundaries, the lowest is multipliedi®b and the highest by 1.50. In all other
groups the mean of the income span is uséids method is used e.g. by Puhani (2008).
Instead of using OLS the income classes may be ngeddered probit regressions. But this
approach is not useful here, because it would shbw the probability in reaching a higher
income class. The logarithms of the adjusted incorftemation are used here as quasi linear

variables.

It is a limitation of the data that | cannot useg@anformation. To mitigate this problem, |

only use individuals in private households, whdre main earner works in the interview
week and receives the highest share of income Working income. Because of systematical
differences in earnings and taxes self-employedmadyinally employed are not part of the
analysis. | limit the data to dual earner couplesamalyze the labor supply decision of a
household more clearly. Traditional housewife ceweghould be more often observed in
mixed-sex marriages than in the other groups. Tdéviduals are limited to the age span
from 18 to 65 years, because legal age in Germani8i and the retirement age is 65.
Members of married different-sex couples are teargelder than the non-married. Gays and

lesbians in registered same-sex unions are 3 teadsyolder than members of same-sex

%The income classes in the Mikrozensus data: <1588E-300€, 300€-500€, 500€-700€, 700€-900€, 900€-
1,100€, 1,100€-1,300€, 1,300 €-1, 500€, 1,500€0€70,700€-2,000€, 2,000€-2,300€, 2,300€-2,6060@2,
2,900€, 2,900€-3,200€, 3,200€-3,600€, 3,600€-4,00080€-4,500€, 4,500€-5,000€, 5,000€-5,500€, £500
6,000€, 6,000€-7,500€, 7,500€-10,000€, 10,000€0D%,0>18,000€.
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couples. Married heterosexual males earn on av&2@#5 Euros per month, while married
women earn only 1,295 Euros. Non married heteradaxen have an income of 1,835 Euros
and women of 1,454 Euros. Gay men in a same-seple@arn 2,023 Euros, while lesbian
women earn 1,688 Euros. In registered same-sexisirgay men have an income of 2228
Euros and lesbian women of 1,733 Euros. Concenhiediousehold income all kinds of gay
men households have a higher household income riigad-sex couples, while lesbian
households earn less. In respect to education, ayjaydesbians have more often college and
university degrees than heterosexuals. While gay mwerk only one hours less that
heterosexual men, lesbian women work 2 to 5 hamgdr a week than heterosexual women.
In this case it is not surprising that 12 to 15cpet of all lesbian couples have children, but
only 2 percent of the gay couples. There are nédmdn at households of gay men in

registered same-sex unions. See Tables 4.3 aridrddscriptive statistics.

On the left side of equation (1) the logarithm adnthly net incom¥ is used as dependant
variable. On the right side of the equation ther @ntrols for sexual orientation such as
same sex partner or registered same-sex unionc#g controls for demographic controls
such as individual sex, age, age squared dividedhbysand and a dummy for having
children. For the purpose of control for produdgivaspects, | use educational controls, such
as schooling and professional education. Additigndenure, tenure squared divided by
thousand, working experience, working experienceasefd divided by thousand, working

hours and partner working hours, and dummies fadfiterm contracts, shift work, and firm

37 Ahmed et al. (2012b) show that monthly income rinfation lead to smaller income differentials thanaal
income.
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size. To catch heterogeneity between cities anadb@tryside, and between federal states, |

control for these effects as well.

Iny. =a + g, (Orientation), + 5, ( Vector), + B,( Occupationt+ 8,( Secjor & (4.1)

In equation (4.1) the first model is a basic estiomwithout controls for occupations and
sectors. There are stepwise enriched by 33 ocamsain the second model, and 21 sectors in

the third.*® The residual is expressed by. All regressions are made three times, combined

with interactions between individual sex and sexaura&ntation and separated for men and

women.

In(HH)y, =a + g, (Orientatior), + 5, (Vector} +¢& (4.2)

In equation (2) the logarithm of net monthly housldhncome is used as dependant variable.
Here, a reduced form model 4 is used. To controlhfmusehold specific effects, age, age
squared divided by thousand and working hours fuh lpartners are used as independent
variables. The equation is stepwise enriched wittliteonal controls for children, regional

differences and federal states.

% Occupations are aggregated on a high level (im@erBerufsabschnitiefrom 369 different occupations
(GermanBerufsordnungenbased on German occupational classification (L99&ctors are high aggregated (in
GermanWirtschaftsabschnitjdrom 89 different economic sectors (in Germ@firtschaftsabteilunggrbased

on German sectoral classification (2008).
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45 Empirical Results

Based on stereotypes, gay men and lesbian womerdiffi@yin their occupational choice to

heterosexual men and women. This seems to be $iee \d¢hile gay men tend to select more
female attributed jobs, lesbian women tend to setemre male jobs. In Tables 4.5 to 4.8 |
show column percents of heterosexuals and homolseauer occupations and sectors. Table
4.5 shows that heterosexual men work in male at&ibjobs, such as those in construction,
production, and processing. They have a higheresbajobs in machine operation, metal
work, and engineering. Gay men select more jobseiwices, health, and trading, and they
have a higher share in social and education wankl, @administration. Table 4.6 shows
slightly the opposite for women. Both heterosexaatl lesbian women work in typically

female attributed jobs, such as health, tradingd @administration. However, some

occupational differences are observable.

Lesbian women choose more often social and edunetiwork, and some male attributed
jobs, such as those in technology, transportaton, security. It is interesting to analyze
sector specific differences in sorting, as wellbl€a4.7 shows that heterosexual men have
their highest shares in the sectors of constructimenufacturing, and mining. Gay men are
more observable in the sectors of sales and teadkjn finance. Other high shares are in the
sectors of social work, health, and arts. Tablesh@ws that heterosexual and lesbian women
are more equally distributed over sectors than nidmis is similar to occupations. Both
heterosexual and lesbian women have their highéstres in public and private
administration, and in the health sector. While enbeterosexual women work in sales and
trade sectors, lesbian women work more often inufaanturing, communication, social work,

and arts.
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Table 4.5: Distributions of Homosexual and Hetexos¢é Men over 33 Jobs

Occupation (column percent) Married Diff. Sex = Same Sex Reg. Same Total
Couple Couple Sex Union

Agriculture, Animal Husbandry, 434 (1.45) 85 (1.29) 4 (3.13) 0 (0.00) 523 (1.42)

Forestry and Horticulture Jobs

Miners, Stone Cutters and 102 (0.34) 17 (0.26) 0 (0.00) 0 (0.00) 119 (0.32)

Processors

Stone Processing and Building 24 (0.08) 8 (0.12) 0 (0.00) 0 (0.00) 32 (0.09)

Materials

Glass and Pottery Prod. 46(0.15) 4 (0.06) 0 (0.00) 0 (0.00) 50 (0.14)

Chemistry and Synthetic Prod. 268 (0.89) 65 (0.98) 0 (0.00) 0 (0.00) 33 (0.91)

Paper and Print Industry 207 (0.69) 52 (0.79) 0 (0.00) 1(2.17) 260 (0.71)

Wood Work, Prod. of Wood 42 (0.18) 9 (0.16) 0 (0.00) 0 (0.00) 51 (0.17)

Metal Prod. and Processing 738 (2.64) 140 (2.12) 1(0.78) 0 (0.00) 879 (2.39)

Mechanical Engineering, Metal 3,106 (10.35) 679 (10.27) 3(2.34) 1(2.17) 3,789 (10.30)
Work and others

Electrical Jobs 1,120 (3.73) 265 (4.01) 2 (1.56) 0 (0.00) 1,387 (3.77)
Assemblers and other Metal Jobs  618.45) 24 (0.36) 0 (0.00) 0 (0.00) 160 (0.44)
Textiles and Clothing Prod. 21 (0.07) 6 (0.09) 0 (0.00) 0 (0.00) 27 (0.07)
Leather Prod., Leather and Hide 20 (0.07) 5 (0.08) 0 (0.00) 0 (0.00) 25 (0.07)
Processing

Nutrition Jobs 459 (1.53) 152 (2.30) 1(0.78) (0mO) 612 (1.66)
Construction Jobs 781 (2.60) 157 (2.37) 0 (0.00) 0 (0.00) 938 (2.55)

Interior Construction Jobs and 468 (1.56) 128 (1.94) 1(0.78) 0 (0.00) 597 (1.62)
Upholsterer

Wood and Synthetic Jobs 358 (1.19) 84 (1.27) 0 (0.00) 0 (0.00) 442 (1.20)
Painters and similar Jobs 283 (0.94) 108 (1.63) 0 (0.00) 0 (0.00) 391 (1.06))
Inspection of Goods 331 (1.10) 59 (0.89) 0 (0.00) 0 (0.00) 390 (1.06)
Unskilled Workers 310 (1.03) 52 (0.79) 1(0.78) 0 (0.00) 363 (0.99)
Machine Operator and similar Jobg28 (2.43) 129 (1.95) 0 (0.00) 0 (0.00) 857 (2.33)
Engineers, Chemists, Physicists 1,965 (6.55) 392 (5.93) 2 (1.56) 3 (6.52) 2,362 (6.42)
Technicians and Technical 2,300 (7.67) 480 (7.26) 4 (3.13) 1(2.17) 2,785 (7.57)
Specialists
Trade Jobs 1,270 (4.23) 367 (5.55) 14 (10.94) 2 (4.35) 1,653 (4.49)
Provision of Services 1,049 (3.50) 268 (4.05) 17 (13.28) 5(10.87) 1,339 (3.64)
Transportation Jobs 2,702 (9.01) 515 (7.79) 7 (5.47) 2 (4.35) 3,226 (8.77)
Administration and Office Jobs 5,490 (18.30) 1,163 (17.59) 33 (25.78) 21 (45.65) 6,707 (18.23)
Security and Order Jobs 1,778 (5.93) 354 (5.35) 2 (1.56) 1(2.17) 2,135 (5.80)
Arts and Culture Jobs 286 (0.95) 83 (1.26) 4 (3.13) 0 (0.00) 373 (1.01)
Health Service jobs 651 (2.17) 191 (2.89) 13(10.16) 3 (6.52) 858 (2.33)
Social and Educational Work, and 1,994 (6.65) 412 (6.23) 13(10.16) 3 (6.52) 2,422 (6.58)
others in Humanities and Natural
Sciences
other Jobs in Services 340 (1.13) 102 (1.54) 6 (4.69) 3 (6.52) 451 (1.23)
other Workers 188 (0.63) 55 (0.83) 0 (0.00) 0 (0.00) 242 (0.66)
Total 29,996 6,611 128 46 36,781
(100.00) (100.00) (100.00) (100.00) (100.00)

Source: Mikrozensus 2009.
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Table 4.6: Distributions of Homosexual and Hetexosé Women over 33 Jobs

Occupation (column percent) Married Diff. Sex Same Sex Reg. Same Total

Couple Couple Sex Union
Agriculture, Animal Husbandry, 291 (0.95) 77 (1.02) 0 (0.00) 0 (0.00) 368 (0.96)
Forestry and Horticulture Jobs
Miners, Stone Cutters and 2 (0.01) 0 (0.00) 0 (0.00) 1(2.44) 3(0.01)
Processors
Stone Processing and Building 2 (0.01) 0 (0.00) 0 (0.00) 0 (0.00) 2 (0.01)
Materials
Glass and Pottery Prod. 14 (0.05) 5 (0.05) 0 (0.00)0 (0.00) 19 (0.05)
Chemistry and Synthetic Prod. 69 (0.22) 10 (0.13) (1.02) 0 (0.00) 80 (0.21)
Paper and Print Industry 54 (0.18) 19 (0.25) 0o@p.0 0 (0.00) 73 (0.19)
Wood Work, Prod. of Wood 11 (0.04) 0 (0.00) 0 (0.00 0 (0.00) 11 (0.03)
Metal Prod. and Processing 51 (0.17) 7 (0.09) Qo). 1(2.42) 59 (0.15)
Mechanical Engineering, Metal 236 (0.77) 87 (1.16) 4 (4.08) 0 (0.00) 327 (0.85)
Work and others
Electrical Jobs 58 (0.19) 13 (0.17) 1(1.02) 0.0 72 (0.19)
Assemblers and other Metal Jobs 118 (0.38) 19]0.25 0 (0.00) 0 (0.00) 137 (0.36)
Textiles and Clothing Prod. 143 (0.47) 24 (0.32) (1D2) 0 (0.00) 168 (0.44)
Leather Prod., Leather and Hide 20 (0.07) 1(0.01) 0 (0.00) 0 (0.00) 21 (0.05)
Processing
Nutrition Jobs 542 (1.76) 93 (1.24) 1(1.02) 0.0 639 (1.66)
Construction Jobs 2 (0.01) 1(0.01) 0 (0.00) oa@p.0  3(0.01)
Interior Construction Jobs and 25 (0.08) 5 (0.07) 0 (0.00) 0 (0.00) 30 (0.08)
Upholsterer
Wood and Synthetic Jobs 13 (0.04) 5 (0.07) 0 (0.00)0 (0.00) 18 (0.05)
Painters and similar Jobs 13 (0.04) 5 (0.07) 00)0.0 0 (0.00) 18 (0.05)
Inspection of Goods 372 (1.21) 68 (0.90) 4 (4.08) (0.00) 444 (1.16)
Unskilled Workers 244 (0.79) 40 (0.53) 0 (0.00) 0@Q) 284 (0.74)
Machine Operator and similar Jobs 75 (0.24) 162(0.2 0 (0.00) 0 (0.00) 91 (0.24)
Engineers, Chemists, Physicists 342 (1.112) 118§1.4 0(0.00) 0 (0.00) 453 (1.18)
Technicians and Technical 506 (1.65) 152 (2.02) 6 (6.12) 2 (4.88) 666 (1.73)
Specialists
Trade Jobs 3,310 (10.76) 868 (11.54) 6 (6.12) 44(2. 4,185 (10.90)
Provision of Services 1,369 (4.45) 420 (5.58) B63. 1(2.44) 1,793 (4.67)
Transportation Jobs 568 (1.85) 134 (1.78) 4 (4.08) 2 (4.88) 708 (1.84)
Administration and Office Jobs 9,798 (31.86) 2,26@.10) 19(19.39) 9 (21.95) 12,090 (31.48)
Security and Order Jobs 436 (1.42) 127 (1.69) BRB. 1(2.44) 572 (1.49)
Arts and Culture Jobs 327 (1.06) 121 (1.61) 2 (.04 1 (2.44) 451 (1.17)
Health Service jobs 3,928 (12.77) 1,052 (13.99) (1B31) 7 (17.07) 6,548 (17.05)

Social and Educational Work, and 3,361 (13.53) 830 (13.35) 13(18.57) 8(27.59) 2,713.52)
others in Humanities and Natural

Sciences

other Jobs in Services 2,352 (7.65) 518 (6.89) @42 0 (0.00) 2,873 (7.48)
other Workers 148 (0.48) 58 (0.76) 1(1.02) 0@p.0 206 (0.54)
Total 30,751 7,521 98 41 38,411

(100.00) (100.00) (100.00)  (100.00)  (100.00)

Source: Mikrozensus 2009.
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Table 4.7: Distributions of Homosexual and Hetexosé Men over 21 Sectors

Sectors (column percent) Married Diff. Sex Same Sex Reg. Same Total

Couple Couple Sex Union
Agriculture, forestry 262 (0.87) 52 (0.79) 1(0.78) 1(2.17) 316 (0.86)
Mining and Quarrying 147 (0.49) 24 (0.36) 0 (0.00) 0 (0.00) 171 (0.46)
Manufacturing 9,771 (32.57) 1,940 (29.35) 12 (9.38)4 (8.70) 11,727 (31.88)
Electricity, Gas, Steam and Air 510 (1.70) 94 (1.42) 3 (2.34) 1(2.17) 608 (1.65)
Condition Supply
Water Supply, Sewerage, Waste 332 (1.11) 76 (1.15) 0 (0.00) 0 (0.00) 408 (1.1)
Management and Remediation
Activities
Construction 2,971 (9.90) 679 (10.27) 3(2.34) 1712 3,654 (9.93)

Wholesale and Retail Trade, 3,092 (10.31) 776 (11.74) 17 (13.28) 6 (13.04) 3,89.58)
Repair of Motor Vehicles and
Motorcycles

Transportation and Storage 1,962 (6.54) 418 (6.32) 7 (5.47) 5(10.87) 2,392 (6.50)

Accommodation and Food 286 (0.95) 132 (2.00) 6 (4.69) 1(2.17) 425 (1.16)

Service Activities

Information and Communication 962 (3.21) 295 (4.46) 4 (3.13) 4 (8.70) 1,265 (3.44)

Financial and Insurance 1,073 (3.58) 242 (3.66) 13 (10.16) 9 (19.57) 1,68%84)

Activities

Real Estate Activities 168 (0.56) 40 (0.61) 2().56 0(0.00) 210 (0.57)

Professional, Scientific and 881 (2.94) 303 (4.58) 4 (3.13) 1(2.17) 1,189 33.2

Technical Activities

Administrative and Support 940 (3.13) 289 (4.37) 7 (5.47) 2(4.35 1,238 (3.37)

Technical Activities

Public Administration and 3,115 (10,38) 500 (7.56) 14 (10.94) 2 (4.35) 3,6887)

Defense, Compulsory Social

Security

Education 1,432 (4.77) 266 (4.02) 8 (6.25) 1(2.17) 1,707 (4.64)

Human Health and Social Work 1,410 (4.70) 360 (5.45) 20 (15.63) 6 (13.04) 1,/288)

Activities

Arts, Entertainment and 193 (0.64) 50 (0.76) 6 (4.69) 0 (0.00) 249 (0.68)

Recreation

other Service Activities 454 (1.51) 64 (0.97) 17Q). 2 (4.35) 521 (1.42)

Activities of Households as 4 (0.01) 2 (0.03) 0 (0.00) 0 (0.00) 6 (0.02)

Employers, ...

Activities of Extraterritorial 31 (0.10) 9 (0.13) 0 (0.00) 0 (0.00) 40 (0.11)

Organizations and Bodies

Total 29,996 6,611 128 46 36,781
(100.00) (100.00) (100.00) (100.00) (100.00)

Source: Mikrozensus 2009.
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Table 4.8: Distributions of Homosexual and Heteroml Women over 21 Sectors

Sectors (column percent) Married Diff. Sex Same Sex Reg. Same Total

Couple Couple Sex Union
Agriculture, forestry 193 (0.63) 46 (0.61) 0 (0.00) 0 (0.00) 239 (0.62)
Mining and Quarrying 37 (0.12) 1(0.01) 0 (0.00)  (0M0) 38 (0.10)
Manufacturing 3,848 (12.51) 929 (12.35) 13 (13.27% (9.76)) 4,794 (12.48)
Electricity, Gas, Steam and Air 170 (0.55) 58 (0.77) 2 (2.04) 1(2.42) 231 (0.60)
Condition Supply
Water Supply, Sewerage, Waste 120 (0.39) 20 (0.27) 0 (0.00) 0 (0.00) 140 (0.36)
Management and Remediation
Activities
Construction 675 (2.20) 149 (1.98) 1(1.02) 0 (.00 825 (2.15)

Wholesale and Retail Trade, 4,560 (14.83) 1,138 (15.13) 10(10.20) 0 (0.00) 08,{14.86)
Repair of Motor Vehicles and
Motorcycles

Transportation and Storage 808 (2.63) 193 (2.57) (2.®&1) 1(2.44) 1,004 (2.55)
Accommodation and Food 810 (2.63) 247 (3.28) 1(1.02) 0 (0.00) 1,058 (.75
Service Activities

Information and Communication 605 (1.97) 231 (3.07) 2(2.04) 3(7.32) 841 (2.19)
Financial and Insurance 1,435 (4.67) 354 (4.71) 3 (3.06) 1(2.44) 1,7987%.
Activities

Real Estate Activities 217 (0.71) 73 (0.97) 2(2.04 0(0.00) 292 (0.76)
Professional, Scientific and 1,344 (4.37) 503 (6.69) 6 (6.12) 3(7.32) 1,8563%4
Technical Activities

Administrative and Support 1,156 (3.76) 323 (4.29) 2 (2.04) 0 (0.00) 1,48863.
Technical Activities

Public Administration and 3,188 (10.37) 647 (8.60) 10 (10.29) 5(12.20) 3,868002)
Defense, Compulsory Social

Security

Education 3,682 (11.97) 680 (9.16) 12 (12.24) 6Q3¥ 4,389 (11.43)

Human Health and Social Work 6,405 (20,83) 1,569 (20.86) 25(25.51) 16 (39.02),01B (20.87)
Activities

Arts, Entertainment and 262 (0.85) 69 (0.92) 3 (3.06() 0 (0.00) 343 (0.87)

Recreation

other Service Activities 1,038 (3.38) 251 (3.35) (336) 1(2.44) 1,293 (3.37)

Activities of Households as 182 (0.59) 26 (0.35) 1(1.02) 0 (0.00) 209 (0.54)

Employers, ...

Activities of Extraterritorial 16 (0.05) 5 (0.07) 0 (0.00) 0 (0.00) 21 (0.05)

Organizations and Bodies

Total 30,751 7,521 98 41 38,411
(100.00) (100.00) (100.00) (100.00) (100.00)

Source: Mikrozensus 2009.
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The results of the Mincer-OLS estimations of theiatpns (1) and (2) are presented in
Tables 4.9 and 4.10. In basic model (1) the estimatare made without occupations and
sectors. These are included in models (2) andg@arately. The first column of each model
shows the size of a sexual orientation effect a@onme in relation to married heterosexual
men. It can also be seen in models (1) to (3) thambitating gay men earn 9 percéémess
than married heterosexual men. For gay men in texgd same-sex unions the effects are
much smaller but statistically not significant. @bltating lesbian women have a 13 to 14
percent lower income than married heterosexual rhesbian women in same-sex unions
have a smaller reduction of 9 to 13 percent, wigckimilar to gay men. The second column
presents specific effects for men and the thirdurool for women. The coefficients are
interpretable to the reference group of being aeroesexual married man or woman.
Cohabitating gay men face a monthly earnings pgnaidt comparison with married
heterosexual men of about 5 to 6 percent. Theteefol gay men in a registered same-sex
union are smaller, but not statistically signifitafhis may be interpreted as weak evidence
for a gay marriage premium. Cohabitating lesbianmeo have a premium in earnings
compared with married heterosexual women of abdat1® percent, while lesbian women in
a registered same-sex union have a premium of 18 fwercent. This may be interpreted as a

lesbian marriage premium, as well.

Overall the results of the control variables hawe tiypical and expected directions. Variables
of human capital and productivity raise income.,$@einstance, the inverse u-shaped effects
of age, tenure, and experience. Children affectemiatome positive but not the female
income. This effect is driven by the German taxatystem, which allows a shift in child

related benefits to the higher tax payer.

%9 All percent values are calculated with the form{gfal)*100.

107



Table 4.9: OLS Regressions Individual Income (Mgn, Women)

Model 1 Model 2 Model 3
Variables ALL MEN WOMEN ALL MEN WOMEN ALL MEN WOMEN
(Married Men)
Cohab. Men -0.1017%** -0.1008*** -0.0996***
(0.0051) (0.0050) (0.0049)
Gay Couple -0.0927*** -0.0993*** -0.0908***
(0.0278) (0.0272) (0.0269)
Gay Union 0.0073 -0.0227 -0.0218
(0.0583) (0.0575) (0.0566)
Married Women -0.2671%** -0.2944*** -0.2909***
(0.0043) (0.0046) (0.0046)
Cohab. Women -0.1624*** -0.1848*** -0.1803***
(0.0053) (0.0055) (0.0054)
Lesbian Couple -0.1463*** -0.1589*** -0.1539**
(0.0355) (0.0356) (0.0346)
Lesbian Union -0.0987* -0.1382*** -0.1406***
(0.0550) (0.0514) (0.0505)
(Married)
Diff.-Sex Couple -0.0733***  0.0807*** -0.0724** (0.0858*** -0.0709***  0.0868***
(0.0053) (0.0053) (0.0052) (0.0052) (B0p (0.0051)
Same-Sex Couple -0.0556* 0.0890** -0.0665** 0.0951** -0.0554*  0.0964***
(0.0297) (0.0361) (0.0296) (0.0350) (@Bp (0.0341)
Same-Sex Union 0.0353 0.1527*** -0.0033 0.1233** -0.0037 0.1162**
(0.0626) (0.0569) (0.0597) (0.0496) (G203 (0.0494)
Age 0.0175** 0.0165** 0.0192%* 0.0144** 0.0115** 0.0163*** 0.0138*** 0.0096*** 0.0167***
(0.0017) (0.0022) (0.0025) (0.0017) (0.0022) .0Q@5) (0.0017) (0.0022) (0.0025)
Age2 /1,000 -0.1570**  -0.1591** -0.1616** -0.181*** -0.1103*** -0.1455** -0.1226*** -0.0835*** - (0.1454***
(0.0202) (0.0259) (0.0300) (0.0198) (0.0255)  .0296) (0.0197) (0.0253) (0.0295)
School (<7
Years Schooling)
Secondary -0.0195 0.0326 -0.0893* -0.0314 0.0103 -0.0858 .04023 0.0146 -0.1172**
School (0.0285) (0.0341) (0.0524) (0.0300) (@D3  (0.0572) (0.0272) (0.0333) (0.0506)
Polytechnic -0.0108 0.0151 -0.0402 -0.0475 -0.0234 -0.0730 0.0524* -0.0092 -0.0978*
Secondary
School (GDR) (0.0289) (0.0348) (0.0526) (0.0304) (0.0379) 0%05) (0.0275) (0.0340) (0.0508)
Middle School 0.0800*** 0.1308**  0.0391 0.0071 0.0480 -0.0218 0.0037 0.0656** -0.0522
(0.0285) (0.0342) (0.0524) (0.0301) (0.0373)  .0%72) (0.0272) (0.0334) (0.0506)
(technical) 0.1489*** 0.2000*** 0.1040** 0.0577 0.0847* 0.0326 0.0529* 0.1004*** 0.0020
College (0.0287) (0.0346) (0.0525) (0.0303) 308 (0.0573) (0.0274) (0.0338) (0.0507)
Prof. Education
(Apprenticeship.
Voc. Training)
Master Crafts- 0.0929*** 0.0986**  0.0778**  0.0779**  0.0862***  0.0537**  0.0763** 0.0827**  (0.0539***
men; Academy (0.0051) (0.0065) (0.0079) (0.0051) (0.0065) (0.0080) (0.0051) (0.0065) (0.0080)
Technical 0.1860*** 0.0899**  0.1630**  0.1334**  0.0521** 01012**  0.1241** 0.0512** 0.0919***
College (GDR) (0.0097) (0.0215) (0.0105) (0.0094 (0.0203) (0.0103) (0.0092) (0.0199) (0.0102)
University of 0.1948*** 0.2102%** 0.1733*** 0.1699*** 0.1815*** 0.1531*** 0.1613*** 0.1731*** 0.1455***
Applied Sciences  (0.0066) (0.0089) (0.0097) ((GE)) (0.0093) (0.0098) (0.0068) (0.0092) (0.0098
University; PhD 0.3187*** 0.3312**  0.3195**  0.290**  0.3221**  0.2936***  0.2814*** 0.3087**  (0.2755**
(0.0065) (0.0092) (0.0088) (0.0069) (0.0100) .00@2) (0.0070) (0.0101) (0.0093)
Experience 0.0035*** 0.0075**  0.0019 0.0062** 0.0098**  0.0054***  0.0064*** 0.0104**  0.0052***
(0.0008) (0.0010) (0.0012) (0.0008) (0.0009) .0Qa2) (0.0007) (0.0009) (0.0011)
Experience2 / -0.1685*** -0.2148**  -0.1610***  -0.1952**  -0.244%F** -0.1941** -0.2011*** -0.2566***  -0.1940***
1000 (0.0162) (0.0200) (0.0249) (0.0158) (0.0194 (0.0245) (0.0158) (0.0193) (0.0244)
Tenure 0.0140** 0.0113**  0.0143**  0.0124*+*  0.0@8**  0.0123**  0.0115*** 0.0101***  0.0114***
(0.0005) (0.0006) (0.0007) (0.0005) (0.0006)  .0007) (0.0005) (0.0006) (0.0007)
Tenure2 / 1,000 -0.1182**  -0.0930*** -0.1109*** -Q103** -0.1031** -0.0990***  -0.1047*** -0.0960**  -0.0982***
(0.0122) (0.0152) (0.0184) (0.0118) (0.0146) .0109) (0.0117) (0.0145) (0.0179)
Working Hours 0.0289*** 0.0193*** 0.0278*** 0.0283* 0.0189*** 0.0272*** 0.0283*** 0.0189** 0.0279***
(0.0003) (0.0004) (0.0055) (0.0003) (0.0004) .00B1) (0.0003) (0.0004) (0.0053)
Working Hours -0.0028**  -0.0043**  0.0009 -0.Q9**  -0.0043**  0.0009 -0.0028*** -0.0042* 00002
(Partner) (0.0002) (0.0002) (0.0055) (0.0002) .0@02) (0.0051) (0.0002) (0.0002) (0.0053)
Firm Size (< 5
workers)
6-10 workers 0.0703*** 0.0624** 0.0744* 0.0662*  0.0650*** 0.0661*** 0.0636*** 0.0622*** 0.0641***
(0.0071) (0.0110) (0.0090) (0.0069) (0.0107) .0087) (0.0069) (0.0107) (0.0087)
11-50 workers 0.1246%* 0.1124*  0.1282**  0.1177  0.1096**  0.1180**  0.1122*** 0.1041**  0.1117***
(0.0059) (0.0091) (0.0076) (0.0058) (0.0089) .0QT5) (0.0058) (0.0089) (0.0076)
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> 50 workers 0.2304*** 0.2311**  0.2105**  0.2111*  0.2100**  0.1948**  0.1941*** 0.1913**  (0.1805***
(0.0058) (0.0088) (0.0074) (0.0057) (0.0087) .0Q@3) (0.0058) (0.0087) (0.0075)
Fixed Contract -0.1271%** -0.1553**  -0.1115** -A241** -0.1414** -0.1154*** -0.1209*** -0.1319**  -0.1165***
(0.0070) (0.0111) (0.0089) (0.0069) (0.0109) .0087) (0.0069) (0.0108) (0.0087)
Shift Work -0.0103**  -0.0305** 0.0025 0.020%*  0.0112* 0.0209***  0.0292*** 0.0125**  0.0413***
(0.0035) (0.0044) (0.0051) (0.0037) (0.0048)  .00B4) (0.0037) (0.0047) (0.0055)
German Citizen 0.0995** 0.1058**  0.1052***  0.0647*  0.0784**  0.0635***  0.0582*** 0.0724**  0.0556***
(0.0083) (0.0109) (0.0123) (0.0081) (0.0104) .0120) (0.0080) (0.0103) (0.0120)
Children in HH 0.0242*** 0.0569*** -0.0023 0.@2*** 0.0603*** -0.0061 0.0250*** 0.0621*** -0.066
(0.0034) (0.0044) (0.0049) (0.0033) (0.0042) .00a7) (0.0033) (0.0042) (0.0047)
Regional Size
(< 20,000)
20,000 - 500,000  0.0072** -0.0060 0.0189**  0.0061 -0.0082** 0.0190***  0.0073** -0.0067* 0.0192*+*
(0.0032) (0.0041) (0.0046) (0.0031) (0.0039) .00a5) (0.0031) (0.0039) (0.0045)
> 500,000 0.0393*** 0.0208*** 0.0579** 0.0344** (0.0124 0.0522*** 0.0370*** 0.0147** 0.0523***
(0.0060) (0.0077) (0.0083) (0.0058) (0.0075) .0081) (0.0058) (0.0075) (0.0081)
Federal States Ok Ok Ok Ok Ok Ok Ok Ok Ok
Occupation Ok Ok Ok Ok Ok Ok
Sectors Ok Ok Ok
Constant 5.5457%* 5.9371**  52101**  55951**  MBO51x* 5 237]1%* 5 5524%* 5.9851** 5 1953**
(0.0443) (0.0581) (0.0709) (0.0451) (0.0585) .0739) (0.0467) (0.0598) (0.0765)
N 75,192 36,781 38,411 75,192 36,781 38,411 75,192 36,781 38,411
R2 0.6279 0.5027 0.5583 0.6464 0.5319 0.5800 0.6518 0.5424 0.5854

Source: Mikrozensus 2009. Clustered on Househ8ldls,Errors in Parentheses. Levels of Significaf@&:0,**0.05,***0.01.
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While firms with more employees pay higher incorhant smaller ones, having a fixed term
contract lowers income. Shift work has mixed reswith negative or insignificant income
effects for men, but positive for women. A Germatizenship and a residency in a
metropolitan area increase income, especially fomen. Differences between the former

Eastern and Western part of Germany remain ina@h&als for federal states.

| try several robustness checks to underpin thaltsesTable A.4.3 in the Appendix presents
results for a larger sample without control fortpars working hours. There is no limitation
to dual earner couples but the number of obsemstior gays and lesbians do not increase
very much. The results remain stable for the lesliamen but the penalties for gay men are
higher. Here in the group of reference male-breading husbands are included, a group
with higher mean incom®. | use a smaller sample without individuals workiag civil

servants or soldiers. Again the results are in line

With the original sample | use the number of cl@idat home instead the simple dummy for
having children at home or not. The results renstéable. Than | perform the regressions only
for individuals without children at home. | usestlais is a proxy for ever being childless and it
should test if motherhood or fatherhood drive thespnted effects. While the results for gay
men are not statistical significant, the incomenpuen for any lesbian women remain. This
may show that the lesbian result is not only drignhaving less children, but also by a
somehow different behavior. Additionally | use nadiregressions instead of simple OLS
regressions to capture potential outliers in theome information itself. Because of the

different estimation technique to measure the diffees from the median and not from the

* Here | observe 133 gays and 101 lesbians in sameesmles, and 48 gays and 42 lesbians in registere
same-sex unions.
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mean, the size of the coefficients remain stabtegty men, but get smaller for the lesbian
women. This may be explained by some outlier olsems in the income information and
the small number of the self-identified lesbiangai they underline the overall result. As a
last robustness check | use the information for ribe-self identified or so called hidden
homosexuals. All coefficients for homosexualityntunto non significance. This may be the

case because of too much noise in this information

In a next step of the analysis | turn to the hookklevel and use household income instead
of individual income. It is a reduces form estiroatiHere | use a simple dummy for being a
same-sex household in reference for being a mirgdasusehold, regardless of the marital
status. | identify 37,204 households. It is a latiadn of the data that the gender types of the
correspondent persons are not equally distributed, means that 32,712 households have a
male head of the family and only 4,841 have a fenwie. In general the head is the
individual with the highest income, most often thesband. Table 4.10 shows different
models (4-7) with stepwise enriched regressionfiéarsehold income. In basic model (4) the
estimations are made without children, regionat sind federal states. These are included in
models (5), (6) and (7) separately. The first calush each model shows the size of a sexual
orientation effect on household income in relatomale heterosexual correspondent person.
The other columns are related to male and femadsidHouseholds of gay men earn 9 to 17
percent more than households with a male heteraséxead of the family, respectively
households of a mixed-sex couples. As regards dashbuseholds, the coefficients are

sometimes negative but all not significant.

“! The other results of the robustness checks ancoiicients for federal states, occupations, sextors are
presented upon request by the author.

111



Table 4.10: OLS Regressions Household Income (ReblEorm)

Model 4 Model 5 Model 6 Model 7
Variables ALL MEN WOMEN ALL MEN WOMEN ALL MEN WOMEN ALL MEN WOMEN
(HH male heterosexuals head)
HH gay head 0.0922** 0.1607*** 0.1411%** 0.38**
(0.0437) (0.0439) (0.0437) (0.0437)
HH female heterosexual head 0.0071 0.0157** 0640 0.0203***
(0.0071) (0.0070) (0.0070) (0.0068)
HH lesbian head -0.0489 0.0021 0.0095 ®B042
(0.0390) (0.0394) (0.0388) (0.0395)
(HH heterosexuals head)
HH homosexuals head 0.0868** -0.0219 0.1572**  01B9 0.1381** 0.0170 0.1017* -0.0309
(0.0431) (0.0538) (0.0435) (0.0548) (0.0432) .0%36) (0.0432) (0.0548)
Age 0.0125*** 0.0139*** 0.0006 0.0066** 0.0080*** 0.0157 0.0073*** 0.0088*** -0.0197 0.0119*** 0.0135 -0.0053
(0.0027) (0.0028) (0.0374) (0.0027) (0.0028) (B8)3 (0.0027) (0.0028) (0.0345) (0.0026) (0.0027) 0.0864)
Age Partner 0.0480*** 0.0453*** 0.0672* 0.0320**  .0284*** 0.0683** 0.0317** 0.0281*** 0.0719* 0.0B5*+* 0.0255%* 0.0548
(0.0026) (0.0027) (0.0374) (0.0027) (0.0027) (883 (0.0027) (0.0027) (0.0344) (0.0026) (0.0026)  .0%64)
Age2 /1,000 -0.0989***  -0.1115*** -0.0205 -0.0304 -0.0430 0.1495 0.0304 -0.0494** 0.1913 0.0357 16@7**  0.0258
(0.0306) (0.0317) (0.4772) (0.0305) (0.0315) ez (0.0304) (0.0315) (0.4365) (0.0294) (0.0305) .4609)
Age2 Partner/1,000 -0.5393*** -0.5047*** -0.7373 30894*** -0.2940*** -0.7212* 0.3355*** -0.2907*** -0.7558* 0.2865** -0.2494*** -0.5410
(0.0315) (0.0319) (0.4773) (0.0321) (0.0326) (6142 (0.0321) (0.0326) (0.4356) (0.0309) (0.0314)  0.4607)
Working Hours 0.0105*+* 0.0133** -0.0009 0.0106***  0.0132*** 0.0003 0.0106*** 0.0132*+* 0.0007 0.00%% 0.0126*+* 0.0038
(0.0004) (0.0004) (0.0047) (0.0004) (0.0004) (@m0 (0.0004) (0.0004) (0.0043) (0.0003) (0.0004)  0.0040)
Working Hours Partner 0.0050%*** 0.0057*+* 0.0081* .@DE7** 0.0074** 0.0086** 0.0066*** 0.0073** 0.0081* 0.0089*** 0.0096*** 0.0066*
(0.0002) (0.0002) (0.0047) (0.0002) (0.0002) (@»0 (0.0002) (0.0002) (0.0043) (0.0002) (0.0002) 0.0040)
Children in HH 0.1422*** 0.1451*** 0.1137*** QL465*** 0.1491*** 0.1193*** 0.1616** 0.1615*** 0.1530***
(0.0047) (0.0049) (0.0141) (0.0047) (0.0049) .01a4) (0.0045) (0.0047) (0.0139)
Regional Size
(< 20,000)
20,000 - 500,000 0.0395*** 0.0391*** 0.0452*%*  0.0275*** 0.0298*** 0.0091
(0.0040) (0.0041) (0.0135) (0.0041) (0.0043) (0.0135)
> 500,000 0.0882*** 0.0857** 0.1024** 039*** 0.1025*** 0.0959**
(0.0063) (0.0068) (0.0163) (0.0079) (0.0084) (0.0213)
Federal States Ok Ok Ok
Constant 6.1654*** 6.0502*** 6.3639*** 6.4500%** @537*** 6.5479*** 6.4124%** 6.3131*** 6.5105*** 6.3671*** 6.2528*** 6.5350***
(0.0377) (0.0477) (0.0980) (0.0390) (0.0421) (08)0 (0.0390) (0.0422) (0.1012) (0.0391) (0.0420) .1007)
N 37,204 32,408 4,796 37,204 32,408 4,796 37,204 L4082 4,796 37,204 32,408 4,796
R2 0.1180 0.1326 0.0734 0.1413 0.1576 0.0862 0.1471 0.1631 0.0942 0.2179 0.2332 0.17799

Source: Mikrozensus 2009. Clustered on Househ8lds,Errors in Parentheses. Levels of Significan@e:0,**0.05,***0.01.
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These results are hardly driven by the non equstibuted persons of correspondence. On
the household level, age and working hours of Ipattiners affected the household income
positively. Controls for area such as region artkfal state have positive income effects, as

well,

To sum up, the results of the distributions ovéasjand sectors are in line with the results in
the literature (e.g. Blandford 2003, Black et &l02, Antecol et al. 2008). There is an income
penalty for gay men, while lesbian women receiy@eanium. But in fact after analyzing the

household level instead of the individual leveledl penalties and premiums change. Two
gay men earn more money than a married couplenodraand a woman. Even if a gay man
earns less than a male heterosexual counterpagatms still more than a woman. These
results are in line with the literature on housdhgbtimization. See, for instance, Klawitter

and Flatt (1998), Ahmed et al. (2011a) and theusision in Black et al. (2007).

4.6 Conclusion

This paper has considered differences in incomegdam heterosexual and homosexual men
and women in the German population. This is propdhbk first paper of its kind for
Germany. | used the Mikrozensus (2009) to show ¢fagt men sort themselves more into
female attributed jobs, while lesbian women sortrenmto male attributed jobs. This is
evident for sectors as well. The finding is in limgh a series of papers in this field (e.g.

Blandford 2003, Black et al. 2007, Antecol 2008).

| performed a simple Mincer-style OLS income regi@s to show that cohabitating gay men

face a penalty in earnings compared with marriegrbeexual men of 5 to 6 percent. The
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results for gay men in a registered same-sex usniersmaller, but not statistically significant.
This may be weak evidence for a gay marriage prem{iohabitating lesbian women have a
premium in earnings compared with married hetenegkewomen of about 9 to 10 percent,
while lesbian women in a registered same-sex ulnawe a premium of 12 to 16 percent. This
may be interpreted as a lesbian marriage premiuter Bontrol for occupations and sectors,

an income penalty for individual gay men resistisilevlesbian women have a premium.

By taking a similar approach with household incomhe, results change. Households of gay
men have a household income premium of 9 to 17epérelative to households with mixed-
sex couples. Lesbian households have a small busigoificant reduction in household
income. This is in line with the literature on hehsld optimization (e.g. Ahmed et al. 2011a,

Black et al. 2007, Klawitter and Flatt 1998).

Based on these results, there is the question iwhg may discriminate in individual income
between gay men and lesbian women. It may be tke taat firms value the level of
productivity of gay men less than that of marriednnand vice versa for lesbian women. In
fact it is known from the literature that individsavalue the homosexuality of men and
women differently. Steffens and Wagner (2004) slibat gay men in Germany face harder
negative attitudes from heterosexual men thandesiwiomen. So if more men are in leading
positions of firms than women, a more negative égicg towards homosexuals may affect
gay men than lesbian women. While Ellis and Rigd/@96) report that job satisfaction of
homosexuals is positively affected by an open waylkeénvironment of tolerant co-workers
and seniors, Drydakis (2012c) shows that gay mewe Hawer job satisfaction than
heterosexual men, especially when they face thalibosf their supervisors. This could be
interpreted as taste discrimination against homaalex Peplau and Fingerhut (2004, p.733)

present a solution for the lesbian income preminrtheir behavior. “Like their heterosexual
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male counterparts, lesbians may be seen as molie an@nted and, if they are parents, as
having additional financial responsibilities becausf being the family provider.

Consequently, lesbians, including lesbian moms, nygycally be viewed as competent
workers”. So the paradox result of a lesbian incggnemium could be interpreted as a
positive statistical discrimination. Unfortunatethese mostly unobserved psychological
characteristics of different behavior are hardlgaatrol and however not included in my data

set.

Although much work is done in the last decade,itip@ns should be encouraged to go on
equalizing homosexuals and heterosexuals in Germbowher research is needed to
disentangle the complex inner connections of thyéct More specified data of self-identified

homosexuals, bisexuals and transgenders, wouldjbeaa benefit for future research.
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4.8

Appendix

Figure A.4.1: Opinions: Homosexual Behavior in Gany (ALLBUS 2008)
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Figure A.4.2: Opinions: Equality of same-sex Maggan Germany (ALLBUS 2008)

Equality of Same Sex Marriage in Germany
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Table A.4.3: OLS Regressions Individual Income (MEen, Women) larger Sample

Model 1 Model 2 Model 3
Variables ALL MEN WOMEN ALL MEN WOMEN ALL MEN WOMEN
(Married Men)
Cohab. Men -0.1419%** -0.1407%** -0.1386%**
(0.0045) (0.0044) (0.0044)
Gay Couple -0.1559%** -0.1627%** -0.1511%**
(0.0271) (0.0265) (0.0262)
Gay Union -0.0530 -0.0880 -0.0844
(0.0566) (0.0556) (0.0546)
Married Women -0.3481*** -0.3776%** -0.3724%*
(0.0040) (0.0043) (0.0044)
Cohab. Women -0.2214%** -0.2465*** -0.2405***
(0.0050) (0.0052) (0.0052)
Lesbian Couple -0.2048*** -0.2174*+* -0.2107**
(0.0343) (0.0347) (0.0338)
Lesbian Union -0.1347* -0.1732%** -0.1722%**
(0.0561) (0.0524) (0.0520)
(Married)
Diff.-Sex Couple -0.1174**  0.1012*** -0.1160** 0.1062*** -0.1135%*  0.1072***
(0.0047) (0.0056) (0.0046) (0.0055) (asp (0.0055)
Same-Sex Couple -0.1176**  0.1075* -0.1265* 0.1134%*** -0.112%+*  0.1138***
(0.0286) (0.0349) (0.0285) (0.0340) (B8R (0.0334)
Same-Sex Union -0.0179 0.1847** -0.0600 0.1554* -0.0583 0.1515*
(0.0584) (0.0586) (0.0559) (0.0511) (B8P (0.0515)
Age 0.0202*** 0.0145**  0.0243**  0.0166**  0.0091**  0.0212**  0.0159*** 0.0075**  0.0215***
(0.0016) (0.0019) (0.0027) (0.0016) (0.0019) .oQ26) (0.0016) (0.0019) (0.0026)
Age2 / 1000 -0.1825**  -0.1328**  -0.2062** -0.15%** -0.0782** -0.1864** -0.1415** -0.0537** -0.1855***
(0.0187) (0.0224) (0.0313) (0.0183) (0.0220) .0%08) (0.0183) (0.0219) (0.0307)
School (<7
Years Schooling)
Secondary 0.0057 0.0371 -0.0690 -0.0210 0.0145 -0.1049* 0183 0.0173 -0.1011*
School (0.0226) (0.0231) (0.0567) (0.0216) (a®)2 (0.0550) (0.0216) (0.0229) (0.0538)
Polytechnic 0.0055 0.0100 -0.0262 -0.0395* -0.0200 -0.0887 0.0361 -0.0153 -0.0878
Secondary
School (GDR) (0.0230) (0.0239) (0.0569) (0.0221) (0.0234) (0.0552) (0.0221 (0.0237) (0.0540)
Middle School 0.1044** 0.1375%*  0.1125* 0.0268 0.0686***  -0.0358 0.0277 0.0703**  -0.0362
(0.0227) (0.0233) (0.0568) (0.0217) (0.0227) .0%B0) (0.0217) (0.0231) (0.0537)
(technical) 0.1659*** 0.2033**  0.1040** 0.0696***  0.1064** Q0096 0.0676*** 0.1041**  0.0065
College (0.0229) (0.0237) (0.0525) (0.0220) 282 (0.0551) (0.0220) (0.0236) (0.0539)
Prof. Education
(Apprenticeship.
Voc. Training)
Master Crafts- 0.0961** 0.1016**  0.0757**  0.0814**  0.0869**  0.0531**  0.0791** 0.0824**  (0.0536***
men; Academy (0.0049) (0.0058) (0.0085) (0.0049) (0.0059) (0.0087) (0.0049) (0.0058) (0.0087)
Technical 0.1990*** 0.7856**  0.1645**  0.1489**  0.0373** 01043**  0.1405** 0.0360** 0.0956***
College (GDR) (0.0097) (0.0197) (0.0106) (0.0094 (0.0187) (0.0105) (0.0092) (0.0183) (0.0104)
University of 0.2077** 0.2137**  0.1831**  0.1816***  0.1834**  0.1635**  0.1741** 0.1759**  0.1570***
Applied Sciences  (0.0064) (0.0080) (0.0107) @0 (0.0084) (0.0108) (0.0067) (0.0083) (0.0108
University; PhD 0.3327** 0.3369**  0.3334**  0.31&<*  0.3285***  0.3097**  0.2991*** 0.3158**  (0.2925%**
(0.0064) (0.0083) (0.0095) (0.0067) (0.0090) .0099) (0.0068) (0.0083) (0.0108)
Experience 0.0039*** 0.0076**  0.0030** 0.0065**  ©0099**  0.0065**  0.0068*** 0.0104**  0.0063***
(0.0007) (0.0008) (0.0012) (0.0007) (0.0008) .0Qa2) (0.0007) (0.0008) (0.0012)
Experience2 / -0.1649**  -0.2033**  -0.1847** -0.1938** -0.2373* -0.2187** -0.2008*** -0.2502%**  -0.2192***
1000 (0.0148) (0.0171) (0.0260) (0.0145) (0.0167 (0.0256) (0.0144) (0.0166) (0.0255)
Tenure 0.0130*** 0.0110**  0.0125**  0.0115**  0.0@5**  0.0105**  0.0108*** 0.0099***  0.0097***
(0.0005) (0.0006) (0.0007) (0.0004) (0.0005) .0Q07) (0.0004) (0.0005) (0.0007)
Tenure2 / 1000 -0.1037***  -0.0903***  -0.0671** -0974** -0.1008** -0.0547*** -0.0922*** -0.0958***  -0.0544***
(0.0111) (0.0132) (0.0189) (0.0108) (0.0127) .0185) (0.0107) (0.0126) (0.0184)
Working Hours 0.0257** 0.0186***  0.0274*=*  0.0257*  0.0182**  0.0267**  0.0251*** 0.0183**  0.0266***
(0.0002) (0.0004) (0.003) (0.0002) (0.0004) 0Q3) (0.0002) (0.0004) (0.0003)
Firm Size (< 5
workers)
6-10 workers 0.0670** 0.0615**  0.0739**  0.0642*  0.0638**  0.0660***  0.0617*** 0.0608**  0.0641***
(0.0069) (0.0098) (0.0093) (0.0067) (0.0095) .0090) (0.0067) (0.0095) (0.0091)
11-50 workers 0.1194%*=* 0.1085**  0.1283**  0.1142* 0.1060**  0.1185**  0.1090*** 0.1004***  0.1128***
(0.0057) (0.0080) (0.0078) (0.0056) (0.0078) .0Q@7) (0.0056) (0.0078) (0.0078)
> 50 workers 0.2276*** 0.2295**  0.2084**  0.2075%  0.2069***  (0.1922***  (.1912*** 0.1885***  (0.1795***
(0.0055) (0.0077) (0.0076) (0.0054) (0.0076) .0Q@5) (0.0055) (0.0077) (0.0077)
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Fixed Contract -0.1196**  -0.1431** -0.1016** -A145** -0.1289** -0.1048** -0.1101*** -0.1193**  -0.1056***
(0.0066) (0.0097) (0.0089) (0.0065) (0.0095) .00B8) (0.0065) (0.0094) (0.0088)
Shift Work -0.0059* -0.0309**  0.0191** 0.0281**  0.0115**  0.0388**  0.0344*** 0.0114***  0.0578***
(0.0031) (0.0039) (0.0053) (0.0035) (0.0042) .00B6) (0.0035) (0.0042) (0.0057)
German Citizen 0.0758*+* 0.0723**  0.1028**  0.0430* 0.0481**  0.0612**  (0.0398*** 0.0437**  0.0535***
(0.0074) (0.0087) (0.0130) (0.0071) (0.0083) .0127) (0.0071) (0.0082) (0.0128)
Children in HH 0.0326*** 0.0966**  -0.0371** 0.080***  0.1001***  -0.0405** 0.0344*** 0.1005***  -0.0410***
(0.0031) (0.0036) (0.0052) (0.0030) (0.0035) .00B0) (0.0030) (0.0035) (0.0050)
Regional Size
(< 20,000)
20,000 - 500,000  0.0075** -0.0049 0.0224**  0.0062 -0.0072** 0.0226**  0.0074** -0.0056 0.0229*+*
(0.0030) (0.0036) (0.0049) (0.0029) (0.0035) .00a8) (0.0029) (0.0035) (0.0048)
> 500,000 0.0378*** 0.0161**  0.0639**  0.0325** 0.0076 0.0587**  0.0359*** 0.0103 0.0592**+*
(0.0056) (0.0069) (0.0087) (0.0055) (0.0067) .0085) (0.0055) (0.0066) (0.0085)
Federal States Ok Ok Ok Ok Ok Ok Ok Ok Ok
Occupation Ok Ok Ok Ok Ok Ok
Sectors Ok Ok Ok
Constant 5.5551%** 5.9097**  51003*** 5.6085** MB768**  51486**  55711%* 5.9739**  5.1109***
(0.0391) (0.0466) (0.0759) (0.0397) (0.0473) .0107) (0.0412) (0.0485) (0.0801)
N 88,020 49,134 38,886 88,020 49,134 38,886 88,020 49,134 38,886
R2 0.6154 0.4977 0.5160 0.6335 0.5272 0.5370 0.6384 0.5372 0.5417

Source: Mikrozensus 2009. Clustered on Househ8ldks,Errors in Parentheses. Levels of Significan@&:0,**0.05,***0.01.
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Chapter 5

A Note on Happinessin Eastern Europe
Abstract®

Recent studies in economics of happiness focusmthe influence of different aspects of
subjective well-being in transition countries. Heéhese countries are located in Eastern
Europe. After aggregating a dataset which combiies World Values Survey and the
European Values Study, | use an OLS and orderebitpgod ordered logit estimations to
perform regressions. The main findings are thawiddals in transition countries behave like
individuals in western industrialised countriesisTehows the international reliability of the

happiness research approach.

Keywords: subjective well-being, eastern europe

“2This is a revised version of the published artittank Kathrin Bshm and Georgios Kavetsos fanowents
and discussions.
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51 | ntroduction

After some years, the field of economical happinessearch is more and more common.
Depending on the literature the topic is discusasdsubjective well-being, well-being,

satisfaction or happiness. These words are usexhgyrous.

Happiness research deals with the question, whetérahinants can influence the satisfaction
of an individual (Frey and Stutzer 2002). The idéaappiness is an adequajgroximation

of economical utility. It is robust and stable evantimes of many crisis and catastrophes
(Berger 2010). After the fall of the iron curtam Eastern Europe, these countries turned into
strong economic transitions. See Kreyenfeld for éffects of economical uncertainty on
individual behaviouf (Kreyenfeld 2010). According to the papers of Hoyant to estimate
the effects concerning subjective well-being instheountries (Hoya and Seifert 2003, Hoya

2008).

| start the discussion with the question of interége transition countries different in the
behaviour of their citizens? The data is aggregiteh the World Values Survey and the
European Values Study. | use individual informatitom Albania, Belarus, Latvia,

Lithuania, Moldova, Montenegro, Poland, Romanias$tan Federation, Slovakia, Slovenia,
Serbia, and Ukraine. For Bosnia, the data are édviohto the Serbian Republic of Bosnia

(Srpska) and the Bosnian Federation (Bosnia andddewrina).

This paper is organized as follows: After the idtrotion, the second section describes the
general findings, which are known from the relevhigtrature. In the third section, | will
describe the dataset und the estimation modetbelfiorth section, | do some regressions for

the set of countries and discuss the results.driififn section, | give a conclusion.

“3 There are social effects like the decline of fegyt{Kohler et al. 2002, Goldstein et al. 2009)

129



52  Global Happiness

First of all, | want to discuss the general reswtshappiness research known from the
literature. For instance, Inglehart et al. (2008pw for a large number of countries

worldwide* the positive correlation between economic growtik, power of democracy and

the rise of personal happiness. Easterlin (197¢9adiers the so called Easterlin paradoxon,
that poor people feel dissatisfied with life in itheountries, but not between the countries.
Stevenson and Wolfers (2008) reject this hypothastspresent evidence for positive relation
between GDP per capita and mean level of satisfacbi Tella et al. (2001; 2003) observe a
trade off between inflation and general unemployim@&he result can be interpreted, that
unemployment is much worse than inflation. Eveneastbering past unemployment lowers
satisfaction in life (Clark et al. 2001). Concempithe topic of transition countries, the

literature is small. Only a few papers investighie effects on satisfaction in Eastern Europe
(Hooya 2008, Bjgrnskov et al. 2008, Borooah 20@®aton (2008) discovers a decline in

happiness concerning the Eastern European countries

On individual levels, Layard describes a set of finegative and seven positive determirfants
on happiness, where age, types of gender and éaludetve only small negative effects on
subjective well-being. The levels of intelligencedaappearance are meaningless. Family,
financial situation, labour, social settings, psyogical health, personal freedom and good
way of life are all positive indicators on happisedayard 2005). There is an ongoing
discussion of the topic of individual age. The effeof age as u-shaped with a minimum in

the age of the late thirties was described by Bilower and Oswald (2004, 2008, 2009).

4 They used the European Values Survey and the Wiailides Survey and showed the positive effect for a
huge number of countries would wide.

5 These are the famous "big seven" factors.
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They and many other authors discuss these resBltsvdthavee 2005, Fischer 2009,
Brockmann 2010). Deaton (2008) shows a decline dppmess and age. But he is not

convinced if this is a just an aging effect. Fditexrary review see Humpert (Humpert 2011).

Concerning gender effects, Stevenson and Wolfe@9R show lower level of female
happiness unlike the male level. Since the infliaémaper of Clark and Oswald (1994) it is
known that personal unemployment lowers happinessy vmuch. Winkelmann and
Winkelmann (1998) agree with that finding for Genmmaicro data. It is shown that married
people are happier than unmarried people, becdudgeio higher interest (Stutzer and Frey

2006). Diener et al. (2000) prove the result faresal countries and different cultures.

Having children is an unsecure factor. While Mag@ihd Myrskyla (2011) describe negative
effects. Humpert finds a positive influence of wdual satisfaction (Humpert 2009, 2010).
As Clark and Lelkes (2005) show, religiousness mpd&eple feel happier as well. Some

macro economical determinants are negative oretred bf subjective well-being, too.
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5.3 Econometrical Method

At first | discuss the dataset and the estimati@u@h The dataset in this paper is generated
by the five waves of the World Values Survey arelBuropean Values StuyfWVS/EVS).

It is aggregated from both survey types by usisgecial procedure for building a combined
five wave WVS-EVS file. This procedure is kindlyopided by Diez-Medrano (2009). The

data includes are aggregated cross sections ovey biut it is not a panel data.

In the dataset there are many industrialised, dgeel, and underdeveloped countries from all
over the world with more than 256,000 interviewsr Ehe estimations | have to limit to a

shorter set of fourteen countries from Eastern gewrdll these counties in alphabetical order:
Albania, Belarus, Latvia, Lithuania, Moldova, Monégro, Poland, Romania, Russia,
Slovakia, Slovenia, Serbia and Ukraine. The Bosdiaa is divided into the subpopulations
of the Serbian Republic of Bosnia (Srpska) and Bwosnian Federation (Bosnia and

Herzegovina). These countries are observed foe tiwaere: 1994-1999, 1999-2004 and 2004-
2007. The question about satisfaction with life hes categories in a range from one

(dissatisfied) to ten (satisfied):
“All things considered, how satisfied are you wythur life as a whole these days?”

| control for a set of indivudual caracteristiclsuas age, being male, the level of income,
family formation, highest education, employmentaltte religiousness, social class, size of
hometown, living with parents and the number ofdrien. For observing the different effects
of income, | use the scale specific values fromathe to ten. It should be noted that income is
used in a scale for a proper international comparig\ge is recoded into five age groups

from 15-24 till 65 years and older. The type of figniormation is controlled, as well. The

*® For further information please look at http://wwwnldvaluessurvey.org.
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conditions are: being married, living together aarmed, being divorced, being separated,
being widowed, being single and never married, deiivorced, separated, widow or living

apart but steady relation. The first two are redods one, to handle different cultures of
family formations. The last three items are aggedjanto one as a residual category.
Education is used as the highest degree: elemesthol, technical school and university
degree. The employment status is coded lihe wW@aking full time, working part time, being

self employed, being retired, beeing a housewitgnd a students or being unemployed.
Religiousness is controlled for high intensity, lawensity and atheism. Individual health is
used in a scale of five answers from very goodeiy ypoor health. The number of children is
used as well. It is recoded into one, two and tlameg more children. The description of the

variables is given in Table 5.1.

For simplicity | regress an OLS model with contralsd robust standard errors. To check the
robustness of the results, | repeat this model @edent an ordered probit and an ordered
logit approach. It should be keept in mind, tha toefficients taken from the ordered probit
and ordered logit could not be interpreted in tae,Sout in the direction for being positive or

negative. The general model is the following:

satisfaction= 3o+ 3;(agegroups) 3x(gender)i
+ [33(labour) + R4(religion), + Bs(family) + Rg(healthcondition)
+ [3;(educationlevel) Bg(incomescale)t [3g(class) + o(parentsathome)
+ [311(children) + Ryx(townsiz)+ Bi3(country) + RBys(wave)+ &

(5.1)
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Table 5.1: Descriptive Statistics

Variable Mean Std. Dev. | Min | Max
satisfaction 5.1479 2.4513 1 10
25-34 years 0.1880 0.3907 0 1
35-44 years 0.2114 0.4083 0 1
45-54 years 0.1806 0.3847 0 1
55-64 years 0.1538 0.3607 0 1
> 65 years 0.1481 0.3552 0 1
female 0.5299 0.4991 0 1
not much religious 0.2409 0.4276 0 1
convinced atheist 0.0362 0.1868 0 1
completed elementary school 0.1426 0.3496 0 1
incomplete secondary school: technical 0.0628 %242 |0 1
complete secondary school: technical 0.2842 0.45100 1
incomplete secondary: university preparation 0.0587/|0.2351 0 1
complete secondary: university preparation 0.1777| .3828 0 1
some university without degree 0.0495 0.2169 0 1
university with degree 0.1456 0.3527 0 1
part-time job 0.0508 0.2197 0 1
self-employed 0.0520 0.2220 0 1
retired 0.2439 0.4295 0 1
housewife/man 0.0752 0.2637 0 1
student 0.0424 0.2015 0 1
unemployed 0.1040 0.3052 0 1
divorced 0.0415 0.1995 0 1
separated 0.0117 0.1074 0 1
widowed 0.1018 0.3024 0 1
others 0.1534 0.3604 0 1
good health 0.3486 0.4765 0 1
fair health 0.3763 0.4845 0 1
poor health 0.1368 0.3436 0 1
very poor health 0.0191 0.1367 0 1
upper middle class 0.1197 0.3246 0 1
lower middle class 0.3804 0.4855 0 1
working class 0.3778 0.4849 0 1
lower class 0.1126 0.3161 0 1
living with own parents 0.2381 0.4259 0 1
town size 2,000-5,000 0.1379 0.3448 0 1
town size 5,000-10,000 0.0671 0.2502 0 1
town size 10,000-20,000 0.0742 0.2621 0 1
town size 20,000-50,000 0.1023 0.3030 0 1
town size 50,000-100,000 0.0749 0.2633 0 1
town size 100,000-500,000 0.1611 0.3676 0 1
town size > 500,000 0.1353 0.3421 0 1
income (scale) 4.6690 2.5085 1 10
one child 0.2157 0.4113 0 1
two children 0.3821 0.4859 0 1
> three children 0.1920 0.3939 0 1
Bulgaria 0.0671 0.2503 0 1
Belarus 0.0687 0.2529 0 1
Latvia 0.0450 0.2074 0 1
Lithuania 0.0350 0.1838 0 1
Moldova 0.1184 0.3231 0 1
Poland 0.0356 0.1854 0 1
Romania 0.1083 0.3108 0 1
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Russia 0.0747 0.2628
Slovakia 0.0388 0.1932
Slovenia 0.0373 0.1895
Ukraine 0.0835 0.2767
Serbia 0.0852 0.2791
Montenegro 0.0359 0.1862
Serbian Republic of Bosnia (Srpska) 0.0265 0.1606
Bosnian Federation (Bosnia and Herzegovina) 0.06420.2451
1999-2004 0.1905 0.3927
2005-2007 0.2093 0.4068

N: 22,087 (all countries)
Source EVS/WVS Waves 1994-1999, 1999-2004, 2005-200

5.4 Estimations and Results

The results of the happiness regressions can bedfau Table 5.2. For the dependent

variables, | find the effects of happiness, whioh aready known from the literature.

The age groups show the typical u-shape curve. Jdwader variable is not statistical
significant. Controlling for being male, women hawe difference in satisfaction. | can show
strong negative effects of unemployment. This igemeral result in the international
literature. Compared to married couples all otgpes of family formations are negative for
the individuals. In contrast to low education, mdia positive effect of higher levels of
education. All kinds of uncompleted schoolings st®ngly negative determinants. Income
has an overall positive effect on subjective weliAlg. Instead of strong religious believes, a
weaker level of religiousness has a negative etiacsatisfaction, but not for atheists. A less

good condition of health is negative, too. Thenafee is a very good condition.

| find a strong negative effect of the social classiable. This can be interpreted as an
example of the Easterlin paradoxon. Another negatiffect can be detected for individuals
who live together with their own parents. This aate may show an effect of psycho social
stress. The effect for the number of children it statistically significant. The effects of the

town size where someone live in is mixed.
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Table 5.2 Results

Variables OLS Ordered Probit | Ordered Logit
25-34 years -0.2799%** -0.1357*** -0.2305***
(0.0654) (0.0316) (0.0555)
35-44 years -0.4732%* -0.2305** -0.3982***
(0.0705) (0.0343) (0.0597)
45-54 years -0.4188** -0.2012%* -0.3536***
(0.0736) (0.0358) (0.0622)
55-64 years -0.2862** -0.1365*** -0.2256***
(0.0832) (0.0405) (0.0696)
> 65 years -0.0815 -0.0346 -0.0680
(0.0951) (0.0467) (0.0806)
female 0.0393 0.0202 0.0320
(0.0307) (0.0151) (0.0258)
not much religious -0.1596*** -0.0770*** -0.1331**
(0.0351) (0.0171) (0.0293)
convinced atheist -0.1163 -0.0573 -0.1041
(0.0763) (0.0376) (0.0644)
completed elementary school 0.0176 0.0092 0.0350
(0.0661) (0.0330) (0.0569)
incomplete secondary school: technical -0.0906 4860 -0.0786
(0.0816) (0.0406) (0.0694)
complete secondary school: technica 0.0977 0.0453 0.0804
(0.0699) (0.0347) (0.0598)
incomple_te secondary: university -0.1660* -0.0947% -0.1583%
preparation
(0.0852) (0.0426) (0.0728)
completeT secondary: university 0.0943 0.0399 0.0572
preparation
(0.0726) (0.0360) (0.0620)
some university without degree 0.0804 0.0358 0.0696
(0.0927) (0.0456) (0.0791)
university with degree 0.1479* 0.0647* 0.1257*
(0.0775) (0.0383) (0.0663)
part-time job 0.0626 0.0345 0.0698
(0.0665) (0.0323) (0.0563)
self-employed 0.0872 0.0415 0.0518
(0.0647) (0.0309) (0.0527)
retired 0.0707 0.0348 0.0465
(0.0592) (0.0292) (0.0494)
housewife/man 0.0261 0.0158 0.0202
(0.0634) (0.0310) (0.0538)
student 0.2614** 0.1212%* 0.2322*%**
(0.0848) (0.0409) (0.0714)
unemployed -0.2940%** -0.1394 %+ -0.2490***
(0.0521) (0.0258) (0.048)
divorced -0.4067*** -0.2014%** -0.3600%**
(0.0743) (0.0373) (0.0616)
separated -0.561 1% -0.2940%* -0.5197**
(0.1369) (0.0703) (0.1197)
widowed -0.1851*** -0.0955*** -0.1670***
(0.0547) (0.0274) (0.0462)
others -0.1705*** -0.0828*** -0.1724%**
(0.0650) (0.0317) (0.0544)
good health -0.5532*** -0.2712%* -0.4862***
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fair health

poor health

very poor health

upper middle class
lower middle class
working class

lower class

living with own parents
town size 2,000-5,000
town size 5,000-10,000
town size 10,000-20,000
town size 20,000-50,000
town size 50,000-100,000
town size 100,000-500,000
town size > 500,000
income (scale)

one child

two children

> three children

Bulgaria

Belarus

Latvia

Lithuania

Moldova

Poland

Romania

Russia

(0.0489)
-1.1049%
(0.0526)
-1.791 1%
(0.0653)
-2.1783%*
(0.1268)
-0.0415
(0.1674)
-0.4733%*
(0.1655)
-0.9068***
(0.1670)
-1.7029%%
(0.1728)
-0.1078%**
(0.0417)
0.1832%*
(0.0484)
0.1001
(0.0623)
-0.0177
(0.0602)
0.0369
(0.0534)
0.0849
(0.0618)
0.1519%*
(0.0482)
-0.0085
(0.0512)
0.1425*
(0.0073)
-0.0477
(0.0555)
0.0083
(0.0537)
0.0347
(0.0600)
-0.0964
(0.0802)
-0.3290%*
(0.0788)
0.3316**
(0.0876)
0.0210
(0.1028)
-0.2612%%
(0.0732)
1.6688%*
(0.1032)
0.2390%*
(0.0779)
-0.0097
(0.0831)

(0.0240)
-0.5321 %%
(0.0260)
-0.8740%
(0.0329)
-1.1516%
(0.0731)
-0.0365
(0.0834)
-0.2395%**
(0.0825)
-0.4445%
(0.0833)
-0.8570%*
(0.0866)
-0.0493%+
(0.0203)
0.0912%*
(0.0239)
0.0506*
(0.0305)
-0.0037
(0.0296)
0.0177
(0.0261)
0.0410
(0.0302)
0.0763%+
(0.0238)
-0.0028
(0.0252)
0.0682%+
(0.0036)
-0.0171
(0.0272)
0.0068
(0.0263)
0.0202
(0.0295)
-0.0552
(0.0388)
-0.161 7%
(0.0384)
0.1601%+
(0.0419)
0.0027
(0.0503)
-0.1390%**
(0.0358)
0.7962%*
(0.0508)
0.1058**
(0.0374)
-0.0103
(0.0406)

(0.0423)
-0.9399%*
(0.0457)
-1.5376%*
(0.0570)
-2.1160%
(0.1243)
-0.1212
(0.1530)
-0.4846%*
(0.1517)
-0.8519%*
(0.1530)
-1.5809%*
(0.1582)
_O.m***
(0.0350)
0.1564%+
(0.0409)
0.0720
(0.0517)
-0.0241
(0.0504)
0.0306
(0.0443)
0.0712
(0.0522)
0. 148"
(0.0405)
-0.0092
(0.0431)
0.1242%%
(0.0063)
-0.0454
(0.0463)
-0.0114
(0.0449)
-0.0051
(0.0503)
-0.1468*
(0.0653)
-0.3158%*
(0.0656)
0.2528%*
(0.0715)
-0.0557
(0.0874)
-0.237 1%
(0.0614)
1.3324%%
(0.865)
0.1733%*
(0.0645)
-0.0914
(0.0696)
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Slovakia 1.4953*** 0.7123*** 1.25471%**
(0.0931) (0.0448) (0.0776)
Slovenia 1.4977%* 0.7239*+* 1.1762%*
(0.0999) (0.0497) (0.0854)
Ukraine -0.1561** -0.0865** -0.1793***
(0.0764) (0.0374) (0.0631)
Serbia 0.8365*** 0.3057** 0.6730***
(0.0720) (0.0346) (0.0608)
Montenegro 0.5490*** 0.2491*** 0.4467**
(0.0896) (0.0430) (0.0730)
Serbian Republic of Bosnia (Srpska) 0.0991 0.0466 .06&8
(0.1036) (0.0504) (0.0855)
Bosnian F_ederation (Bosnia and 0. 8181%+ 0,387k 0.6344%%
Herzegovina)
(0.0759) (0.0364) (0.0624)
1999-2004 0.1836*** 0.0916%*** 0.1431%*
(0.0476) (0.0231) (0.0396)
2005-2007 0.7504*** 0.3658*** 0.6508***
(0.0557) (0.0272) (0.0469)
constant 5.8897**
(0.2073)
constant (cut point 1) -1.9398*** -3.4904***
(0.1035) (0.1878)
constant (cut point 2) -1.5715** -2.8110***
(0.1033) (0.1872)
constant (cut point 3) -1.1047** -1.9931
(0.1031) (0.1867)
constant (cut point 4) -0.7282** -1.3547%*
(0.1031) (0.1865)
constant (cut point 5) -0.1265 -0.3454*
(0.1029) (0.1863)
constant (cut point 6) 0.2133* 0.2313
(0.1028) (0.1861)
constant (cut point 7) 0.6388*** 0.9736***
(0.1028) (0.1862)
constant (cut point 8) 1.2130%** 2.0384***
(0.1030) (0.1868)
constant (cut point 9) 1.6213*+* 2.8731%**
(0.1031) (0.1877)
R? (Mc Fadden Pseudc’R 0.2798 0.0726 0.0761
N 22,087 22,087 22,087

*** n<0.01 ** p<0.05, * p<0.10, robust Standard Brs. Source EVS/WVS. References: 15-24, male,
religious, inadequately completed elementary edoecatull-time job, very good health, upper class,
not living together with parents, town size led0®, childless, Albania, wave 1994-1999.

The small and biggest ones have positive effectshappiness, while the others are not
significant. The most of the country dummies ar&istical significant. They have to be

interpreted to the reference country of Albania.
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55 Conclusion

In this paper | discuss some determinants of stibbgeevell-being for the case of fourteen
Eastern European countries. All these countrieg mavcommen that they faced or still face

an enormous political and economical transition.

According to the literature | find the typical rétsuof happiness equations. The Eastern
European countries at this study behave in liné wie descriptive findings from all over the

world. This shows the international reliabilitytbie happiness research approach.

General findings are the overall suffer from indivél unemployment, weak education, and
poor health even after control for individual ino®ind the social class. Other effects such as
an u-shaped age, a strong positive marriage effiectjifferences between men and women
and mixed country side effects are observable dis Wee differences between the countries
can be interpreted as cultural specific or inteuntoy effects, see for instance the highly

negative coefficient for Belarus and the Ukraine.

For simplicity | use simple OLS estimation and asobustness check ordered probit and
ordered logit estimations. The result seem to bdmisb Of corse the ordered probit and
ordered logit results could not be interpreted he size of the coeficients, but in the

directions for being positive or negative.
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Chapter 6

Concluding Comments
6.1 Summary and Conclusion

In this thesis | present a collection of four engail articles dealing with labor related aspects
of individuals and families. These essays discugs and gender related aspects of labor

supply and demand.

The paperAge and Gender Differences in Job Opportuni(€hapter 2) turns towards job

opportunities for older workers. It is an enrichreghlication study to Hutchens (1988). The
key results are that newly-employed women and mnlderahan the age of 55 are more
limited in their occupational choices than youngemen and men. Different measures of
segregation such as the Duncan Index and Hutclnelex lshow unequal distribution of jobs
over age. Older women in particular face the higlsegregation. Several years of the IAB

Employment Sample are used in the analysis.

The next papeExplaining Age and Gender Differences in Employneates: A Labor
Supply Side Perspecti€hapter 3) analyzes the labor supply decisionldér individuals.
The comparison of reservation wages and entry wafpesvs age- and gender-specific
differences. There is evidence that reservationewaigcrease with age. Non-employed
individuals at the age of 55 and older have thédusg reservation wages. Reservation wages
for females are always higher than those for m&desry wages increase with age for males,
but not for females. Furthermore, there is theregeng result, that job satisfaction of women
decreases with age while satisfaction with leigergds to increase. This may explain why
employment rates for females are lower than foresxalhe German Socio-Economic Panel

(GSOEP) data is used in the paper.
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In Chapter 4Somewhere over the Rainbow: Sexual OrientationrDmgcation in Germanya
different view on gender aspects is chosen. Hermiaeorientation-based differences in
income are analyzed. One key result is that, afhdBermany has an anti-discrimination law
that has explicitly prohibited discrimination onetlvasis of sexual orientation since 2006,
there are significant income differences for gayraed lesbian women. While gay men have
an income discount of 5 to 6 percent relative toried heterosexual men, lesbian women
have an income premium of 9 to 10 percent relaiivbeterosexual married women. These
differences within the gender types can be expthipartially by selection into specific

occupations and sectors. One wave of the Germarokbksus data is used in the analysis.

The final papeA Note on Happiness in Eastern Eurq@hapter 5) is no related to Germany,
but takes an international position. Estimationdifensatisfaction show typical results, such
as a u-shaped effect in relation to age. Marriag# @ good state of health have positive
effects on life satisfaction or utility, while inddual unemployment has a negative effect.
Several years of the European Values Study (EV8)taa World Value Survey (WSV) are

used in the paper. See e.g. the inspiring book#nfPraag and Ferrer-i-Carbonell (2007),

and Powdthavee (2010) for a broader discussioifieasatisfaction.

All these studies have in common the topics ofip@adtion and equality, on the labor market
and beyond. The on-going political debates in Geyman an aging workforce, increasing
retirement age, and activation of female workesasthe importance of labor market related
research. Another political debate on legal equdbit married same-sex and mixed-sex
couples, started by the Federal Constitutional Cehiows the general importance of equality
itself. Again, labor market related studies helghed some light on such topics without any
ideological point of views. With this thesis | hofefoster a little bit future work on labor

market and family aspects.
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