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Working Part-Time in
the British, German and Dutch Labour Market:
Scarring for the Wage Career?

By Didier Fouarge and Ruud Muffels*

Abstract

The paper studies the long-term effect of part-time employment on the wage career
using panel data for three countries. The main idea is to study the possible ‘scarring’
effects of part-time employment on future hourly wages up to ten years later in the
career. Fixed effects panel wage regressions show the existence of a part-time wage
penalty for females in all three countries and for males in the UK. Longer durations of
part-time result in stronger negative wage effects. In the UK, a negative effect of past
part-time employment is also found to persist even after a lasting transition to a full-
time job. The fact that the effect of part-time on wage is larger in the UK suggests that
wage penalties, contrary to what could be expected, are smaller in regulated labour mar-
kets with a specific skills regime.

JEL Classifications: J31, J62, J22, J24

1. Introduction

We use three long-running national panel studies for the Netherlands, the
UK and Germany to investigate the long-term effects (ten years) of part-time
employment on males’ and females’ wage careers. The existence of a part-
time pay penalty is well established in the literature though most studies rely
on cross-sectional data, are single-country studies or focuses on the short-term
effects only (Gregory/Jukes, 2001; Russo/Hassink, 2008; Bardasi/Gornick,
2008). We suspect part-time work to have long-term “scarring’ effects on the
wage career either because of a lower human capital that is built up during the
years of part-time work in the career or because it is a ‘second best’ option
yielding a lower pay-off than a full-time job (Arulampalam, 2001; Gregory,
2001; Burgess, 2003; Paull, 2006). The issue is relevant since part-time em-
ployment is becoming an increasingly common phenomenon in Europe.

* The research was carried out in the framework of a project sponsored by the Euro-
pean Foundation for Living and Working Conditions in Dublin. We gratefully acknowl-
edge their invaluable support and contribution to the project (see Muffels et al., 2008).
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The focus of the paper is twofold.® Firstly, we examine the impact of part-
time employment and its duration on the wage later in the career. Secondly,
we investigate to what extent the wage penalty of past part-time employment
remains significant after people have moved into a full-time job. Using panel
data methodology, we find significant negative effects of part-time duration
on the wage. However, the effects are larger in the UK than in Germany or the
Netherlands. In the UK, this negative effect of part-time employment persists
for both males and females, even after a lasting transition into full-time em-
ployment.

The paper is structured as follows. In Section 2 we discuss the research
questions and hypotheses to be tested. In Section 3, we briefly discuss the data
and the main variables used in the analyses. Section 4 provides some descrip-
tive results on wages, while Section 5 presents and discusses the wage regres-
sions. The main conclusions from the paper are summarized in Section 6.

2. Background and Research Questions

The gender divide in labour market participation in Western economies has
received much attention in the both the sociological (Fagan/Rubery, 1996)
and economic literature (Euwals, 2001). Part-time employment has been
shown to be a form of employment that allows for combining work and caring
obligations, especially for female workers (Paull, 2008). However, part-time
employment can be expected to have negative effects on earnings (Dekker et
al., 2000; Ermisch/Wright, 1993). From a human capital perspective, this can
be understood because part-time workers invest less in formal training and in-
formal learning (Nelen/de Grip, 2009), and because they have a lower accu-
mulation of experience over their life course (Hirsch, 2005).2

The research questions to be tackled read as follows:

1. To what extent does part-time employment in the past have a ‘scarring’
effect on the current wage level? More precisely, what is the impact of a
history of part-time employment on the current wage? If part-time employ-
ment is indeed ‘scarring’, one would expect that wage earners with part-
time employment experience end up with lower wages, even after returning
to full-time employment.

2. Which differences are to be found across the three welfare states in the so-
called ‘scarring’ effects of past part-time employment on the wage career?

1 In the full version of this paper, we also investigated the ‘scarring effects’ of part-
time work on employment one, three and five years later in the career (Fouarge / Muf-
fels, 2006).

2 The difference in training investments between part-time and full-time workers is
due to firms’ human resources practices.
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Which role is played by the labour market itself vis a vis the hourly wage
offered in part-time jobs, the type of ‘skills regime’ or the supporting insti-
tutions?

Hypotheses

Workers who work part-time, e.g. due to caring duties, incur a loss of human
capital accumulation and are more likely to get a lower paid job. This is more
likely to be the case as the spell of part-time employment is longer. It is also
more likely that they return to a lower paid job in a labour market that rewards
firm-specific skills more than general human capital such as in the regulated
labour markets of the Netherlands and Germany. According to the Varieties
of Capitalism literature in these countries pay systems are linked to internal
labour markets, and skills acquired on the job are relatively more rewarded
than formal skills acquired through general education (Hall/Soskice, 2001).
This brings us to formulate the following three hypotheses:

Hypothesis 1: The hourly wage level is likely to be lower for males as well as
for females having worked part-time in the past ten years.

Hypothesis 2: The scarring effect of part-time work history on the current
wage level also exists for women who worked part-time ten years earlier but
moved into a full time job for the last five years.

Hypothesis 3: The negative effect of part-time employment on future earn-
ings, is likely to be stronger in regulated labour markets with a specific skills
regime such as in the Netherlands and Germany than in the unregulated labour
markets with a general skills regime such as in the UK.

3. Data, Methodology and Main Definitions

Data

In this paper, we use the long running panel data for the Netherlands (SEP,
1984 -2002), the UK (BHPS, 1991-2003) and Germany (SOEP, 1994 -
2006). These are the three longest running panel data in Europe. The sample
is restricted to people aged 16 —64 years not being self-employed (we exclude
the self-employed because they do not face the same constraints when decid-
ing on their working hours). The descriptive analyses are weighted.

Variables

Considering a moving time-windows of 10 years, we measure whether or
not respondents are currently working part-time (less than 35 hours), were
working part-time over this period, and the total number of years that he/she
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worked part-time. In order to focus on the wage effects of part-time employ-
ment, workers with career interruptions are removed from the data. The depen-
dent variable is the log of the gross hourly wage rate. In the SOEP and SEP,
we use gross yearly earnings for the year prior to the survey year. Gross yearly
earnings have been divided by the number of hours worked on a yearly basis in
the corresponding year. All wage data are expressed in Euros in constant 2005
prices. The covariates included in the model are duration of past part-time
employment, a dummy for current part-time employment, gender, educational
level, occupational level, number of children, household type, sector of in-
dustry, wage level in t-10, year dummies, and for Germany, a dummy for East
Germans.

Methods

The strategy to answer the research questions is twofold. Firstly, we present
and discuss descriptive statistics on the extent of part-time employment in the
three countries under study, the duration of part-time employment, and the
hourly wages for different employment patterns. Secondly, we estimated OLS
wage regressions and GLS panel wage regressions to estimate the effect of
part-time employment and its duration on hourly wages for males and females
separately.

4. Descriptive Results

The share of part-time work has been increasing in the Netherlands and Ger-
many between 1984 and 2001/2006 but only for females, whereas the share
remains rather stable in the UK for both men and women between 1991 and
2003. However, the share of part-time work is larger in the Netherlands, espe-
cially for women (73% in 2001) but also for men (18%) compared to Ger-
many (47 % and 8% in 2006) and the UK (41% and 6% in 2003). While dura-
tions of part-time employment are more or less similar in the UK and Ger-
many (5.1 years for females, and 2.1 and 2.5 for UK and German males re-
spectively), Dutch male and female workers remain on average longer in part-
time (3.9 and 6.6 years respectively).

Table 1 shows the gross hourly wage of employed males and females in the
Netherlands, the UK and Germany at ten year time intervals in the course of
their careers. We present a breakdown according to the current state of part-
time employment, as well as the past history of part-time employment. That is,
we take the traditional full-time career as the point of reference (always full-
time), and we compare the hourly wages of workers who were not employed
full-time during the past ten years. They either worked full-time now and ten
years later but worked part-time occasionally in the years in between, they
worked part-time at t = 1 but full-time ten years later, or they worked part-
time at t = 1 and part-time ten years later.
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Table 1
Hourly wage according to current number of hours worked
and past part-time history, t1 and t10
Males Females
The Netherlands
wage t1 |wage t10| growth |wage t1 |wage t10| growth
Allways full time 16.3 19.6 21% | 133 16.8 27%
Full time t1 & t10, some part-time | 15.9 19.9 25% | 12.3 16.1 31%
Part-time t1 & full-time t10 16.2 16.8 3% | 128 14.8 15%
Part-time t1 & part-time t10 18.7 22.3 20% | 135 15.0 11%
Total 16.3 195 19% | 13.3 15.3 15%
Males Females
UK
wage t1 |wage t10| growth |wage t1 |wage t10| growth
Allways full time 8.4 11.2 34% 6.8 9.6 42%
Full time t1 & t10, some part-time 7.0 9.0 29% 6.3 9.3 47%
Part-time t1 & full-time t10 11.2 100 | -11% 6.2 7.5 20%
Part-time t1 & part-time t10 214 9.9 | -54% 5.7 6.9 20%
Total 8.5 111 31% 6.3 8.1 30%
Males Females
Germany
wage t1 |wage t10| growth |wage t1 |wage t10| growth
Allways full time 17.2 20.5 19% | 13.3 16.1 21%
Full time t1 & t10, some part-time | 18.4 21.2 15% | 13.6 16.6 22%
Part-time t1 & full-time t10 32.0 203 | -37% | 15.0 13.9 -8%
Part-time t1 & part-time t10 21.2 23.0 8% | 123 13.8 12%
Total 17.9 20.6 15% | 13.2 14.9 13%

Source: SEP, SOEP, BHPS.

The table shows that overall, male and female full-time workers saw their
hourly wages rise more than workers of the same gender with a part-time work
history. It also shows that females working part-time generally earn less than
females in full-time jobs. For males, this is not always the case. The reason for
this is that males, when they work full-time, work on average more hours (than
full-time working females), which reduces their hourly wage accordingly.

5. Explaining the Evolution of Hourly Wages over Time

We have estimated two models for examining the impact of part-time work
history on the evolution of the current hourly wage level.
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e In Model | we relate the current hourly wage to the part-time employment
history in the past ten years (number of times worked part-time in the last
ten years), the wage level ten years earlier, and the control variables listed in
Section 3.3

e In Model Il we restrict the sample to people who worked in a full-time job
for at least the past five years, and model the effect of having worked in a
part-time job in the years prior to those five years. This allows us to exam-
ine the impact of a history of part-time employment on the current wage for
people who made a lasting re-entry in full-time employment.

The models were estimated for males and females separately. We employed
OLS, and random and fixed effects GLS wage regression models to correct
for unobserved heterogeneity. The OLS estimates might be biased due to time
constant but unobserved or latent individual (heterogeneity) effects such as
personality traits (ability, effort or motivation). If the individual effects are un-
correlated with one or more of the observables (such as the past wage or the
current and past part-time work history to which our main interest goes) the
random effects model is appropriate whereas when they are correlated with
these observables the fixed effects model should be preferred.* Table 2 reports
the findings for the OLS, the random and fixed effects GLS models according
to Model I and Model Il for the Netherlands, Germany and the UK. In Model
11 we leave out the OLS results because the Breusch-Pagan LM test shows that
the GLS random effects specification should be preferred.

The main conclusions to be drawn from the models for the Netherlands are
that there is a sizeable negative effect of part-time work history on the current
hourly wage for both sexes in the OLS and the random effects specification
(Model 1). This effect, however, becomes insignificant for males in the fixed
effects specification.> For Dutch females, the effect is negative and signifi-
cant: the more years they have worked in a part-time job in the last ten years
the lower their wage level. After having worked for at least five years in full-
time employment (Model 1) there is still a negative effect of part-time work
experience for males, but remarkably so not for females anymore in the ran-
dom effects model. The gross hourly wage for males is reduced by some 1.7%
per year of part-time employment. In the fixed effects model, however, the
penalty for males on hourly wages as well as for females has turned insignif-
icant. Note, however, that for most females in the Netherlands working full-

3 The coefficients for the control variables included in the model and the variance
components are not reported in Table 2. They are available upon request from the
authors.

4 The Hausman specification test indeed suggests that in all three countries the fixed
effects models should be preferred.

5 The different results in the fixed effects model compared to the random model suggest
that part-time experience could be correlated to unobserved individual characteristics.
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time is not the standard employment pattern. This implies that our results
might be based on a selective group of employed females who, due to a higher
human capital or stronger preferences, are better equipped to move into a full-
time career. Even though we correct for unobserved heterogeneity in the ran-
dom and fixed effects models the estimates might still be biased when the
individual effects do not capture the selectivity appropriately. If they however
do, the results suggest that part-time jobs in the Netherlands are not too ‘bad’
compared to full-time jobs especially for females.

For Germany the effect of part-time employment history on the current
wage level is negative in Model | for males and females in the random effects
model. In the fixed effects specification, we only find a significant negative
effect for females. However, even after having worked five years in full-time
employment (Model I1), there is still a sizeable negative effect of part-time
work history on the wage level for males and females (-3.2% and -1.9%).
The negative effects on wage in the fixed effects model are small and insignif-
icant in Germany. Furthermore, the wage levels in Eastern-Germany are 14%
(for females) to 30% (for males) below the wage levels in the Western part
even after part-timers have moved into a stable job.

In the UK, the adverse wage effect of having worked part-time in the past
ten years is even stronger than for Dutch and German females (-3.7%). Males
who have worked part-time in the past also appear to have a significantly low-
er wage (-5.5%). This suggests that male part-time jobs are rather marginal
jobs. When males working part-time do return to a full time job for the five
consecutive years, they have to cope with a significantly lower wage level
(Model 11). This also holds for females, although according to the fixed effects
specification this effect is about half the size compared to that of males. The
findings therefore confirm the existence in the UK of a sizeable scarring effect
of part-time work history on the wage level, even after their return into full
time employment. A possible explanation is given by ‘occupational segrega-
tion’ or part-time jobs being relatively ‘bad’ jobs in terms of pay and promo-
tion chances in the UK (see also Manning / Petrongolo, 2008).

6. Conclusion

The results confirm our first and second hypotheses that there is a scarring
effect of part-time work history in the last ten years on the current wage. For
those who make a lasting transition to full-time employment, we do not ob-
serve a scar effect in Germany or the Netherlands. But full-time workers with
a history of part-time employment earn significantly less in the UK. This is
not in line with our third hypothesis derived from the Varieties of Capitalism
literature. According to that hypothesis part-timers incur larger wage losses in
specific skills regimes, making it less likely that they return to full time jobs.
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The reason for our finding might be that the Netherlands and Germany offer
better institutional support to working mothers (income support and active la-
bour market policies) or that there are stronger preferences for working part-
time in these countries. However, we find evidence that part-time jobs in the
Netherlands and Germany are ‘not too bad’ jobs compared to full-time jobs in
the sense that wages are not far below that of full-time jobs. This might also
be related to strong social support in society for especially working mothers to
be engaged in part-time jobs. The lack of income and employment support to
working mothers in the UK might explain the long time it takes for British
women to recover from the wage penalty they confront. Even after five years
in full-time employment they are not able to recover fully from the wage pen-
alty. We find evidence that due to occupational segregation part-time jobs in
the unregulated UK seem to be of rather low quality offering rather low wages
compared to full-time jobs, and poor wage career chances. Again, the lack of
institutional and social support for part-time work in the UK might be respon-
sible for part-time jobs to be of lower quality offering lower wages and there-
fore attracting people with lower skills.

In future research apart from finding better ways to correct for the selectiv-
ity into full-time jobs we might add more countries for deriving more robust
evidence on the institutional differences observed here. We also would like to
add more detail on education level and training to be able to measure changes
in human capital in a better way. Eventually, we would like to add more infor-
mation on working time preferences and on labour market opportunities to
distinguish between choice and constraints in a better way.
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