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Key Takeaways

82% of single women living alone participate in the labour
market compared with only 64% of women living with
a partner and less than 50% of women with a partner
and children .

But policymakers and companies have more opportunities
to reduce the barriers to women in the workforce – both
in terms of the decision to participate at all and how many
hours they choose to work.

These figures are even starker when compared with the
participation rates of men: 90% of single men living alone
participate in the workforce, rising to 94% when living with a
partner and around 96% when with a partner and children.

In particular, women with children or who are married tend
to be more responsive to changes in wages when choosing
how much to work relative to both single women and men
in the same household situation.1

While a portion of these gaps is explained by individual
and family preferences, there is strong evidence that the
policy choices of governments also play a significant role
in perpetuating unequal access to work. In this research,
we call governments and companies to action to tackle
these barriers.

We know from our research that higher effective taxes on
second earners and single parents (including the effects
of withdrawn government benefits) are associated with
lower female participation. While policymakers have
made strides to reduce average tax burdens on single
parents, second earners – who tend to be women in dualearner households – still face high tax burdens in most
OECD economies.

In a previous note, we made the case for governments and
companies to ensure sufficient parental leave, particularly
for fathers, to boost female participation in the workforce.

Difference in the average tax burden faced by a two earner married couple (1 at 100% avg. earnings, one at 67%) with 2 children and a
single earner married couple with 2 children in 2019 and 2020.
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Meghir & Phillips, 2009.
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Average taxes are only one part of the tax story though:
marginal taxes – the tax you pay on additional income
earned – can impact both the decision to be in the
workforce at all and the number of hours worked. In some
economies the marginal tax rate faced by single-parent
households can be prohibitive – nearing 100%. This acts as a
clear disincentive to move from part-time to full-time work,
effectively capping single mothers’ career prospects.
Policymakers should review the existing tax barriers women
face both in terms of average and marginal tax rates,
in order to boost female participation. Joint tax filing is also
an important policy to review as evidence suggests that
tax systems with separate filing and individual rather than
household-level benefits are more favourable for women.
Women with children are much more likely to leave the
workforce or reduce hours than women without children
and men with or without children because of the cost and
availability of high-quality childcare. Research from the US
highlights that the cost of childcare is a particular challenge
for Black, Hispanic and low-income households while
quality childcare in a convenient location is more likely to
be a barrier for wealthier and white households.

Percentage of mothers who said they would make various job
decisions on the basis of access to more affordable and reliable
child care, by ethnicity.
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“Policymakers should review the existing tax barriers women face
both in terms of average and marginal tax rates, in order to boost
female participation.”
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This shouldn’t come as a surprise: despite a widespread
free state-education system in OECD countries, there is
a chasm of time between the end of formal maternity
leave, which can vary from a few weeks to a couple of
years depending on the country and company, and the
beginning of free formal education at around age 4-6
years old.
While the cost of childcare is particularly high in the UK and
Japan, many OECD countries are not far behind: the OECD
average cost for dual earners is still close to 20% of women’s
earnings. Cost isn’t the only problem: weak supply of highquality childcare is common. This can reflect several issues,
including inadequate government support, poor wages for
early childcare educators and challenges meeting licensing
requirements. The challenges are particularly acute for
infants and toddlers, who require much more one-on-one
care – pushing up the pressure in terms of staffing.2

“While government provision would
ensure more equal access across
the whole economy, there are many
opportunities for companies to
support their staff to return to work
after parental leave and plug gaps
where policy is failing.”

Typical net childcare costs for 2 children, aged 2 and 3, in fulltime care in 2019 as % of womens median full time earnings by family type and in
work earnings.
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2

Jaumotte (2003).
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Call to action:
There are many options for policymakers to make childcare
more affordable and available, including direct care
provision by the state, childcare cost subsidisation and child
benefits. However, research has found that more direct
state interventions like full-time state childcare provision
and subsidies earmarked for childcare are associated with
higher labour force participation, while child benefits do not
have the same effect.2
While government provision would ensure more equal
access across the whole economy, there are many
opportunities for companies to support their staff to return
to work after parental leave and plug gaps where policy
is failing. These can range from providing paid caregivers’
leave and childcare subsidies, to address time and cost
pressures, right up to providing backup or on-site childcare
that is partially or fully subsidised. While caregivers’ leave
might provide temporary relief, it can also reinforce
gendered care-work trade-offs because, on average,
women have much greater caring burdens. Childcare
subsidies and provision, though costly, seem more likely
to reduce the requirement for women to sacrifice their
careers for caregiving.
These solutions are pertinent not just to gender equality
for companies but also ethnic diversity and inclusion.
Data from the US is clear that Black and Latino women
are at greater risk of scaling back their careers in the
absence of affordable childcare. So, while all the solutions
listed above carry some cost, and one size will not fit all
companies, the benefits of addressing childcare gaps
include enhanced worker productivity and reduced
gender and race barriers, to build a more diverse,
inclusive company.

“So, while all the solutions listed above
carry some cost, and one size will
not fit all companies, the benefits of
addressing childcare gaps include
enhanced worker productivity
and reduced gender and race
barriers, to build a more diverse,
inclusive company.”
2

Jaumotte, 2003.
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Beyond Leave policies:
Incentives for women in the workforce

Our previous research has clearly made the case for
governments and companies ensuring sufficient parental
leave, particularly for fathers, to boost female participation
in the workforce. But policymakers and companies have
more opportunities to reduce the barriers to women in the
workforce, both in terms of the decision to participate at all
and how many hours they choose to work.

Women with children or who are married tend to be more
responsive to changes in wages when choosing how
much to work relative to both single women and men in
the same household situation3. Furthermore, women with
children – particularly Black and Hispanic women – are also
much more likely to leave the workforce or reduce hours
than women without children and men with or without
children because of the cost and availability of high-quality
childcare. In this edition of ‘A Woman’s Place’, we will explore
how tax burdens hit women harder than men and how
providing childcare support can ensure companies don’t
suffer a female brain drain.

This decision is not made equally across household types:
globally, 82% of single women living alone participate in
the labour market, while only 64% of women living with a
partner work and less than 50% of women with a partner
and children are participating (see Figure 1).

Figure 1: Women less likely to participate in the labour force
Labour force participation rate of 25-54 year olds by family situation and age of children
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3

Meghir & Phillips, 2009.
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Higher average tax burdens
for second households
are a barrier to female
participation

We know from our research that higher taxes on second
earners and single parents are associated with lower female
participation. In stark contrast, male participation is either
unaffected or even positively impacted by the same policies,
reflecting the fact that women tend to be second earners and
single parents, with 80% of single-parent families in the OCED
led by women4. With second earners facing higher tax burdens
in most OECD economies, as shown in figure 2, this is one
feature of the policy make up that needs to be addressed to
boost incentives for women to work.
In contrast, single parents tend to face lower average taxes
than single people without children across most OECD
economies (see figure 3). Our research suggests that the
lighter the single-parent tax burden, the better for encouraging
women in the workplace. The system has become more
favourable for single parents in 20 out of 37 OECD economies
over the past two decades, suggesting policymakers recognise
these benefits.

“The system has become more
favourable for single parents in 20 out
of 37 OECD economies over the past
two decades, suggesting policymakers
recognise these benefits.”

4
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 ECD, 2010, ‘Gender Brief. OECD Social Policy Division’, OECD, Paris. [online] Available at:
O
http://www.oecd.org/els/family/44720649.pdf
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Higher average tax burdens
for second households
are a barrier to female
participation

Figure 2: Tax for second earners across OECD economies
Difference in the average tax burden faced by a two earner married couple (1 at 100% avg. earnings, one at 67%) with 2 children and a
single earner married couple with 2 children in 2019 and 2000.
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Marginal taxes affect both
participation decisions but also
hours worked

Average taxes are only one part of the tax story. Marginal
taxes – the tax you pay on the next pound you earn – can
impact both the decision to be in the workforce at all and
the number of hours worked. This is not just a direct effect of
higher tax contributions as hours rise; people also consider
the added effect of changes in the qualification for benefits.
The latter is particularly relevant for women with children,
women who are married and those on lower incomes.
Because, while marginal tax rates tend to be modest at
entry incomes, the loss of qualification for benefits can
be significant.
Across OECD economies, the highest marginal effective tax
rates tend to be faced by single parents with two children, at
over 50%. Figure 4 shows the marginal effective tax rate as
hours are increased from 50% of full time to 100%, including
the influence of changes in social assistance and housing
benefits as the hours worked increase. There is quite a
large variation across countries, but in some economies the
marginal tax faced by these single parent households can
be prohibitive – nearing 100%. This is a clear disincentive to
move from part-time to full-time work. Indeed, we carried
out empirical modelling and found that higher marginal
effective tax rates for single parents in particular, were
associated with lower female participation.
Figure 4: Effective tax rate on increasing working hours from
50% to 100% of full time work, at 67% of the average wage.
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Joint tax and benefit
treatment discourage
women from working

The final dimension of the tax system which is particularly
important for the participation of women is the jointness
of the tax system – this is the extent to which tax is paid at
the household level or the individual level, either through
joint filing of taxes with the combined household income
subject to tax or through benefit systems in which marriage
can influence the eligibility for benefits. The jointness of tax
systems can have a significant impact on the participation
of women – cross-country evidence suggests that
married women’s hours worked would on average increase
by 10.5% in the shift from a system of joint to single taxation,
with some countries gaining more than others
(see Figure 5).5
For example, in Sweden the 1971 individual tax reform
broke the connection between spousal earnings. Prior to
this reform, the earnings of the household were jointly taxed
versus a steep schedule of taxation – meaning that a wife’s
average tax rate was a function of the ‘last-dollar’ marginal
tax rate of their husband. Research has found that for those
spouses at the very top of the income distribution, ending
the joint taxation system cut their average tax rates by up to
40 percentage points. However, for those women who were
married to low-income husbands, their average tax rates
were marginally increased6.
It is not just direct joint taxation that matters but also
eligibility for tax credits and benefits. For example, during
the 1980s in Canada, a spousal-tax exemption, which was
dependent on the earnings of the primary earner, was
replaced with a non-refundable tax credit which was not.
This lessened the jointness of the country’s tax system.
This appears to have had a significant positive impact
upon the participation of women and specifically those
women whose husbands were at the higher end of the
income spectrum.7

5
6
7

Granted, benefit systems can work in the other direction,
with offsetting effects for dependents and attempts to
balance the tax burdens within households, through
tax credits in systems of joint taxation. This is why it is so
important to consider all elements of the tax and welfare
system in economies when assessing the impact of
policy choices.
With joint taxation still featuring in several OECD tax
systems, including Germany, France and the option in Spain,
this is yet another aspect of tax policy that policymakers
should consider addressing in the name of increased
gender equality.

Figure 5: Estimated impacts suggest a large gain in hours worked
for married women under a system of individual filing
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Women with children are
more likely to put careers
on the backburner

A lot of the dynamics around tax burdens and access to
benefits reflect the very different care-work trade-offs that
women face compared with men. As we have noted before,
the Covid crisis has brought into stark relief just how much
caring responsibility is placed on mothers – reflected in the
number of women who have left the workforce or cut down
their hours. But Covid has not changed the challenges
women faced participating in the workforce: it just amplified
them and made them more visible.
Research from Understanding Society in the UK looked
specifically at how women’s participation changed after
having children compared with men in 2019, before Covid
hit. It found that less than 20% of new mothers go back to
work in the three years after maternity leave. Furthermore,
17% of women leave the workforce altogether in the five
years after the child is born – compared with just 4% of men.
Not only that, but for women who do go back to work, they
often take less high-paying or senior roles, which reduces
their prospects for career progression (we will tackle the
issue of female work quality in another edition of this series).

13Woman’s Place series Incentives for women in the workforce
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Childcare costs and
availability are deterring
women from work

We have already made the case for reducing tax
disincentives to lower the barriers to women working.
However, thinking logically about what other gaps need
to be filled to reduce barriers to women staying and
progressing in the workforce, the role of childcare is an
important factor. While our modelling failed to identify
a meaningful relationship between childcare costs and
female participation, we think this is likely to be due to datameasurement issues capturing childcare cost and access.
There is strong logic and country-level research to suggest
that access to childcare is indeed a key factor for female
participation – hence why we incorporate it in our Gender
Equality Index.
Despite a widespread free state-education system in
OECD countries, there is a chasm of time between the
end of formal maternity leave (which can vary from a few
weeks to a couple of years depending on the country and
company) and the beginning of free formal education at
around age 4-6. This raises the obvious question: who minds
the young child in those years and how much will it cost?
While society accepts that children need high levels of care
in early years and there is extensive empirical evidence
that access to childcare can boost female participation
in both full and part time work, the availability of high
quality, affordable childcare is a serious issue many OECD
countries. This is an issue for all parents, but the burden is
disproportionally felt by mothers reflecting again that carework trade-off (see Figure 6).
Figure 6: Women take on a disproportionate share of household
and family care
Participation time per day on household and family care,
by gender:
Time in hours and minutes
6
5
4
3
2

Men

Italy

Turkey

Romania

Serbia

Spain

Hungary

Austria

Poland

Greece

France

Estonia

Belgium

Germany

Luxembourg

United Kingdom

Finland

Norway

0

Netherlands

1

Women

Source: Eurostat, 2010.

A Woman’s Place series Executive
IncentivesSummary
for women in the workforce

14

Childcare barriers reinforce both
gender and ethnic inequalities

Research from the Centre for American Progress found
that women in the US were 40% more likely than men to
cite childcare issues as having a negative impact on their
careers. Importantly, their research also highlights the
three main issues when it comes to childcare challenges:
supply, quality and cost (see figure 7). Cost of childcare
is a particular challenge for Black, Hispanic and lowincome households. Childcare supply in a convenient
location were more likely to be barriers for wealthier and
white households.

These trends are worrying because it suggests that issues
in childcare reinforce the systemic inequalities to work
and income that non-white and poor Americans face; in
a 2018 survey, 51% of Black or African American mothers
and 48% of Hispanic mothers said that they would look
for a higher-paying job if they could get more affordable,
reliable childcare. Childcare would also boost overall
female participation: 20% of mothers surveyed who are not
currently working would look for a job if that safe, affordable
childcare was available.
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Figure 7: Supply, quality and cost of childcare are key issues for mothers
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“In a 2018 survey, 51% of Black or African American mothers and 48% of
Hispanic mothers said that they would look for a higher-paying job if they
could get more affordable, reliable childcare.”
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Childcare costs are a
major barrier across
many OECD economies

The cost of childcare is not a uniquely American issue:
across the OECD, we see many major markets with high
childcare costs (see Figure 8). Before drilling into the data
across countries it is worth noting up front that there are
limitations to the existing data. Many countries do not
have national childcare cost data, so the OECD has to
use regional or representative city data to represent the
whole country. This means some caution should be used in
interpreting these figures in isolation, as childcare costs can
vary significantly across regions within a country. We have
noted where country-level data is not being used in Figure 8.

While the cost of childcare is particularly high in the UK and
Japan, many OECD countries are not far behind: the OECD
average cost for dual earners is still close to 20% of women’s
earnings. Interestingly, the US and Canadian systems
(though this data is not national) are very bifurcated: for
two-earner couples, costs of childcare are high, at almost
40% of women’s full-time earnings, but drop to zero for
single parents on low earnings. Ireland stands out as one
of the least-progressive countries in terms of government
support for childcare: two-earner couples face childcare
costs of nearly 40% of female earnings – regardless of
income status – and single parents get little relief compared
with other systems, facing childcare costs of 25% of
female earnings.

The UK (which uses data from England) stands out for
being the most expensive: childcare, even accounting
for government support, can cost over 50% of women’s
median full-time earnings in a two-earner couple
with median earnings. Even for single parents with low
earnings, childcare costs are almost 30% of earnings. This
is extremely limiting given the costs associated with family
budgeting such as living and housing costs. Japan also
has very high net childcare costs of around 50% of female
earnings in a two-earner couple.

Among the countries where childcare costs appear lowest
are Germany, Chile, Czech Republic, and Italy where net
childcare costs given government support are technically
close to zero. However, it is worth approaching these data
with caution, particularly since Italy, Czech Republic and
Germany are using local rather than national data. In Italy
for example, the cost of childcare and availability of public

Figure 8: Childcare costs are high across OECD economies
Typical net childcare costs for 2 children, aged 2 and 3, in fulltime care in 2019 as % of womens median full time earnings by family type
and in work earnings
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Childcare costs are a
major barrier across many
OECD economies

provision varies widely. The result is that cost can still be a
serious constraint: 50% of mothers surveyed cited cost as
the reason for not using formal childcare.8
There are a few options for policymakers including direct
care provision, state subsidisation and child benefits.
Research has found that full-time public provision and
earmarked childcare subsidies are associated with
higher labour force participation, because it reduces
the opportunity cost of work for women9. Child benefits,
financial support given to parents, do not appear to have
the same positive effect on female participation. This is likely
to be because the money is not specifically earmarked
for childcare.
It is worth noting that the extent to which subsidised
childcare boosts female participation is partially dependent
on the cultural and family dynamics at play: in some
countries, informal childcare (for example, care provided
by grandparents or neighbours) is common. Childcare
subsidies in these countries or family situations might not
boost participation as much as cases where informal
childcare is less prevalent, because families just switch
from informal to formal care. Nonetheless, there is a strong
argument for subsidies because the lottery of birth means
that even in countries where informal childcare is common,
many families will not have access, so potential labour
force talent is still lost. Furthermore, informal childcare can
draw from the older end of female participation too: with
grandmothers retiring early to provide care.

“It is worth noting that the extent to
which subsidised childcare boosts
female participation is partially
dependent on the cultural and family
dynamics at play.”

8
9

https://www.epsu.org/sites/default/files/article/files/Country%20report%20Italy%20childcare.pdf
Jaumotte (2003), https://ifs.org.uk/uploads/publications/wps/WP201622.pdf

A Woman’s Place series Incentives for women in the workforce

18

Supply of high-quality childcare
is also an acute problem

Cost is not the only barrier parents face when it comes to
childcare. Access to high-quality childcare has also been
found to affect women’s participation in the workforce1.
Despite this, when the Centre for American Progress
surveyed 19 US states and the District of Columbia, it found
that over 80% of counties would qualify as ‘childcare
deserts’ – areas where there are three or more children
for every one licensed childcare slot. The issue of supply
and quality is inherently linked to the question of cost and
funding; for example, where the supply of licensed childcare
is low, the price of childcare can be pushed up by demand.
Weak supply of high-quality childcare can reflect several
issues, including inadequate government support, poor
wages for early childcare educators and challenges
meeting licensing requirements. The challenges are
particularly acute for infants and toddlers, who require
much more one-on-one care pushing up the pressure
in terms of staffing2. This makes meeting high staffing,
regulatory and insurance requirements – alongside
weak government subsidies – logistically and financially
challenging. This reinforces cost pressures as well as
access issues.

For parents who don’t have the luxury of alternative
informal arrangements, the opportunity cost of working
is high if adequate childcare cannot be secured. And we
know from the evidence that when those opportunity costs
to working rise, mothers are more likely than fathers to opt
out of the workforce.
It is worth noting at this point that while our research is
focused on gender equality, the potential benefits of
high-quality affordable childcare go beyond female
participation. Researchers have estimated that every
$1 spent on early childcare is worth anywhere from $2 to
$8.60 to society thanks to the impact on not just labour force
participation but also by boosting future earnings potential
and reducing future welfare costs for children in this critical
development period3.

1. https://www.researchgate.net/profile/Tarja-Viitanen/publication/24070052_The_
Causality_Between_Female_Labour_Force_Participation_and_the_Availability_of_
Childcare/links/0a85e535d9ba73e54c000000/The-Causality-Between-FemaleLabour-Force-Participation-and-the-Availability-of-Childcare.pdf
2. Centre for American Progress (2020) https://www.americanprogress.org/issues/
early-childhood/reports/2020/08/04/488642/costly-unavailable-america-lackssufficient-child-care-supply-infants-toddlers/
3. Azuma et al. (2020) https://link.springer.com/article/10.1007/s42413-020-00096-1
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Companies can support workers with
childcare hours, funding and provision

Average childcare costs and access need to be tackled
by governments in the first instance. However, companies
can play a key role reducing barriers to mothers working
and progressing in their organisations through a range of
options. These can include:
01
Paid caregivers leave
Similar to sick leave, providing the option for parents to take
paid leave helps parents in times of family stress and illness.
Given mothers face most of the caring responsibilities in
families, this may reduce the barriers to women balancing
both personal and professional lives, while also creating
space for fathers to take paid leave too. However, a word of
warning: while caregivers’ leave might provide temporary
relief, it can also reinforce gendered care-work tradeoffs, because on average women have much greater
caring burdens.
02
Subsidies for childcare
Given the cost of childcare, companies can support their
workers with subsidies to help foot the bill. In some countries,
government schemes may be available while in others,
companies may choose to provide this directly in a similar
way to wellbeing benefits. It can be helpful too if companies
have relationships with formal childcare providers and have
subsidies to help bridge the supply gap, though for large
multi-nationals that may not be possible for every office.
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03
Backup childcare
A popular option for large tech companies, this option
involves working with large childcare-provider networks to
give staff several hours or days of backup childcare when
they need, which can be in-home or in-centre depending
on the programme. This covers children even once they’re
in school and is not a long-term solution to issues with early
childcare, but provides a bit more flexibility for parents
juggling personal and professional life.
04
On-site childcare
A small proportion of companies provide on-site childcare.
While logistically challenging and costly to run, this solution is
particularly helpful to smooth the transition from maternity
leave back to the office and is particularly relevant in
‘childcare deserts’ where alternative solutions are not
available. On-site childcare can be part subsidised or fully
subsidised and tends to have limits in terms of headcount or
numbers of days of use.
These solutions are pertinent not just to gender equality
for companies but also ethnic diversity and inclusion: data
from the US is clear that Black and Latino women are at
greater risk of scaling back their careers in the absence of
affordable childcare. So, while all the solutions listed above
carry some cost – and one size will not fit all companies
– addressing childcare gaps can enhance worker
productivity and reduce the gender and race barriers,
to build a more diverse, inclusive company.
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