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Maternal Labor Supply and Children's Cognitive Development
I. Introduction

Over the past 30 years there has been a dramatic increase in the labor
force participation rates of mothers of young children. Between 1960 and
1988, the participation rate of married women with children under six
increased from 19 to 57 percent, and by 1988 52 percent of all women with
infants one year of age or less were in the labor force. This paper examines
the consequences of this growing commitment of mothers to market work for the
cognitive development of their children. We find that proper assessment of
this impact must take into account the timing of the mother's labor supply
relative to the birth of her child.

We analyze data on three- and four-year-old children born to female
respondents in the 1986 National Longitudinal Survey of Youth (NLSY).l We
focus on pre-school age children since the largest inputs of a mother‘'s time
would traditionally be directed at these children. Restricting the sample to
the preschocl group also enables us to obtain results uncontaminated by
differences in school quality.2 Respondents in the NLSY were aged 21 to 29

in 1986, thus our sample consists of children with relatively young mothers.>

lFor a description of the NLSY data gee Center for Human Resource
Research (1989).
2Our measure of cognitive development is not available for children
younger than 3.

3For the U.S. population as a whole in 1986, the median age for mothers
waB 23.6 years at the birth of the first child, 26.7 years at the birth of the
second and 28.4 vears at the birth of the third. (Vital Statistics of the
United States, 1987). For mothers in our sample, the median age was 20.8
years at the time of birth for first children, 22.2 years for second children
and 23.1 years for third children. All statistics presented in this paper
have been weighted by sample weights provided in the NLSY to correct for the
oversampling of minorities and low income whites.
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It is likely that this limitation of the age range affects other familial
characteristics such as mother's education and family income so that our
sample, while representative of children of women in this age group, is
unlikely to be representative of all three- and four-year-old children. In
our sample, almost 8l percent of the children had mothers who worked at some
time during their lives; 51 percent had mothers who worked during their first
year of life and 78 percent had mothers who worked during the second and
subsequent years. Thus, the issue of maternal employment is of considerable
importance for this group.

While economists have made some efforts to examine the relationship
between maternal labor supply and children’'s intellectual development and
achievement, no consensus has emerged from the existing literature.4 Cn the
one hand, Leibowitz (1977), found no statistically significant effects of
maternal employment on standardized scores of the Peabody Picture Vocabulary
Test (PPVT) for a sample of three- to five-year-olds, and Datcher-Loury (1988)
found that maternal labor supply had no effect on educational attainment for a
sample of grown children aged 20 to 26, but that maternal time spent at child
care increased the individual's schooling if the mother was more highly
educated. On the other hand, Fleisher (1977) found a positive effect of
mother's home time on high school IQ for a male sample, and Krein and Beller
(1988) found a negative effect of maternal labor supply on the educaticnal

attainment at age 26 of boys, but not girls. Similarly, Stafford (1987),

4Much of the relevant prior research has come from other sccial sciences,

where there has also been a lack of consensus. The outcome of this research
is probably best summarized by Bronfenbrenner and Crouter (1382), who conclude
from their extensive review that, "Taken by itself, the fact that a mother
works outside the home has no universally predictable effects on the child"
{p. 51).



using parental time diaries, found that maternal labor supply in 1975 (during
the preschool years) had a negative effect on teachers’ ratings of grade-
schoolers' cognitive abilities in 1982. Most recently, Desai, Chase-Lansdale
and Michael (1989), using the 1986 NLSY, found that the standardized PPVT
scores of four-year-old boys in high income families were negatively affected
by maternal labor supply, while those of four-year-old girls were unaffected.’

Our study has a variety of advantages over these previous efforts at
understanding the relationship between maternal labor supply and children's
cognitive development. First, we address a selectivity issue that has not
been considered in prior work. Employed mothers are a self-selected group of
labor force participants. Economic theory suggests that the participation
decision is made on the basis of a comparison between home and market
productivity. Thus, it is possible that employed and nonemployed mothers
differ in unmeasured characteristics related to their production of child
quality, and that this results in biased OLS estimates of the impact of
maternal employment. As explained below, we use an instrumental variable
apprcach to address this issue.

Second, we are able to construct precise and continuous measures of
maternal labor supply for the first year of the child'e life as well as for
subsequent years. Some recent research by psychologists suggests that
maternal employment during the first year of life may have particularly
adverse consequences (Belsky and Rovine, 1988), though this finding has been

controversial (Gottfried and Gottfriad, 1988). By separating the effect of

5The finding that mother's working outside the home has a negative effect
on boys but not on girls has also appeared in studies done by non-economists,
though there is some disagreement in this area (Gottfried and Gottfried,
1988).



maternal labor supply in the first year from that in subsequent years, we are
able to observe any differential impact that maternal labor supply has on the
child's cognitive ability over the course of his/her early life. By
compariscn, previous studies have tended simply to use dummy variables
indicating whether or not the mother worked or have not distinguished when in
the child's life maternal employment occurred.® Studies based on adult
respondents tend to have even more imprecise measures of when maternal
employment cccurred.

Our use of the NLSY data also permits us to construct exceptionally
detailed control variables which better enable us to identify the ceteris
paribus effects of maternal employment. These include a measure of mother's
cognitive ability, duration of the child's residence in a female-headed family
and measures of the financial rescurces available to the family over the
child's life. Finally, an advantage of our focus on children's cognitive
ability during the preschool years is that parental inputs are likely to be
particularly important, whereas educational attainment and IQ at adulthood may
be influenced by a variety of other factors for which it is difficult to
control. 1In addition, since few mothers of preschool children worked in the
19608, studies conducted on children who were clder or grown in the 1970s and
1980s tend to reflect the impact of maternal employment during the child's
schocl years and are of limited usefulness in assessing the conseguences of

recent trends.

6Desai, et. al. (198%9) do, however, distinguish between continucus or
intermittent employment, while Leibowitz (1977) differentiates between full-
and part-time work. Stafford's (1987) measure of labor supply, weekly minutes
of market work in 1975 is measured at a variety of ages in the children's
preschool years.



II. Conceptual Framework and Estimation Strateqy

The economic model of the family developed by Becker (198l) and others
forms the conceptual basis for our analysis of the consequences of maternal
labor supply. The family's objective is assumed to be maximization of the
utility that it derives from consuming the various goods that it produces
using inputs of family members' time and market-purchased goods and services.
In this framework, child services is viewed as one particular consumption good
from which parents derive utility. The family's level of consumption of child
services depends on both the number of children that it produces, and on the
quality of each child. Our focus in this paper is on understanding the
factors that affect the production of child quality as indexed by children's
standardized test scores on the Peabody Picture Vocabulary Test (PPVT).

Our basic estimating equation is specified for the ith child as follows:

PPVT = 50 + BrQuantity of Maternal Time + BzQuality of Maternal Time

(1)
+ B3'Quality of Paternal Time + Bqlxa:ket Goods + BS-P + &

where P is a vector of personal characteristics, and the error term ¢ is
assumed to obey the classical assumptions.

our dependent variable, the PPVT, was administered to all children of
female respondents in 1986. The PPVT is a widely recognized measure of
cognitive ability, particularly verbal intelligence, and is highly correlated
with scores on other intelligence tests (Center for Human Resource Research,
159859). It is standardized for age. Our sample consists of 874 children aged

36 to 59 months at the time the test was administered. We eliminated children



with serious disabilities, those for whom administration of the PPVT was
terminated prematurely, those for whom no standardized scores were reported,
and those with missing values for the variables used in the analysis.7 An
exception to this is that when explanatory variables had large numbers of
missing values we retained observations by creating dummy variables for
missing. We further restricted the sample to three- (four-) year-old children
whose mothers had been interviewed in each of the three (four) prior surveys.
Table 1 gives descriptions and summary statistics for the dependent variable
PPVT and for each of the vectors of independent variables shown in equation
(l). Sample statistics and regression analyses are weighted by the mother's
sample weight provided in the NLSY to correct for the oversampling of blacks,
Hispanics and low-income whites, and to produce results representative of the
children of women in this age group (21 to 29) nationally. It is important to
note, though, that due to this age limitation, even the weighted sample is not
nationally representative of all three- and four-year-olds.

The child's cognitive development at a point in time is assumed to be
the cumulative result of all inputs throughout the child's life. The
explanatory variables have been defined accordingly. Thus, the guantity of
maternal time available to the child is measured inversely as the proportion

of weeks worked during the first year after the child's birth and the

Twe omitted children whose mothers reported that they suffered from brain

dysfunction, hearing problems, sight problems, mental retardation, and
emotional disturbances, since for these children maternal labor supply is more
likely to be a result of child quality than a determinant of it. Also, since
standardized PPVT scores of less than forty are not available, children
scoring below the minimum were given values of zero on the NLSY tape. These
children were dropped from our analysis.



proportion of weeks worked during subsequent years.a These measures allow us
to ascertain whether the impact of maternal employment differs depending on
when it occurs in the child's life, and also allow us to account for the fact
that since children's ages vary continuously in our data set, actual numbers
of weeks worked by mothers during their children's lives are not strictly
comparable across children.9 Ideally, of course, we would prefer direct
information on maternal time spent in child care, but such time use
information is not available in the NLSY. However, in this age range of
children, there is likely to be a fairly strong negative correlation between
total time spent with the child (in custodial and developmental activities)
and time spent in market work, Bo that labor supply may be a good proxy for
time spent in child care. On the other hand, employed mothers, may be able to

compensate to some extent for their lesser total time inputs by allocating a

8The NLSY allows us to measure these time periods from the date of birth,

rather than merely in calendar years. Information on maternal labor supply is
derived from the employment histories of the mothers. It should be noted that
women who are on vacation, on sick leave, on unpaid leave of less than one
month, or on maternity leave of less than 90 days are considered employed.
This qualification would mainly apply to no more than the first two to three
months after birth, so that we would not expect it to have a major impact on
our results. However, to the extent that it does affect our measurement of
maternal employment, it would tend to bias the coefficient on the first year
labor supply variable toward zero, thus strengthening our confidence in the
finding of a significant effect.

9C0nsider two children whose mothers have both worked 100 percent of the
weeks during the children’'s lives, but whose ages differ by six months. Our
measure of maternal labor supply assigns the same values to these children,
even though the actual numbers of weeks worked by the mothers after the births
of their children differ.



greater portion of their time to developmental activities.lo

The quality of mother's time is gauged by her verbal ability in 1979 as
measured by the Armed Services Vocational Aptitude Battery. We also use years
of education at the first interview after the child's birth as an indicator of
the quality of maternal inputs. Unfortunately we have no explicit information
on the quantity of paternal time, although to some extent time spent in a
female~headed family is an inverse measure of paternal time inputs. We are,
however, able to include father's education in the interview immediately
following or preceding the child's birth as a measure of the quality of his
time. Since fathers were not explicitly identified in the NLSY, the
respondent’'s marital history was employed in conjunction with the child's date
of birth and the interview date to identify the father. Thus, this variable
was given a missing value if the child was born out of wedlock. In addition
to reflecting the quality of parental time inputs, the indicators of parental
ability and education may in part be proxies for the initial endowments of the
children.

The NLSY does not allow us to observe quantities of specific market
goods and services used in children's upbringing. As proxy measures of the
family's ability to pay for market goods and services, however, we do include
spouse’s average income during the child's life and average family income net
of mother's and spouse's incomes during the child's life. Mother's average

income was omitted from our basic specification so that we could observe the

loTabulations from the 1975/76 Study of Time Use based on time diaries
indicate that among wives whose youngest child was 0-5 years, employed wives
spent 50.3 percent (76 minutes) less time per day in basic childcare
activities than nonemployed wives, and 29.2 percent (19 minutes) less time per
day in other childcare activities (including developmental activities) (Pleck,
1983, p. 259).



full effect of maternal labor supply on children's cognitive development
without contrelling for any accompanying increases in income. Mother's income
is included in cne of ocur later specifications.

In assessing the impact of maternal labor supply on children's cognitive
development, we have endeavored to control for important personal and
environmental characteristics of children's lives. As with the maternal labor
supply variables described above, our continuous measures of the children's
environments are stated as proportions of the child's life to adjust for
variation in the children's ages. One particularly important dimension of the
child’'s environment is whether or not the father or a father figure is present
in the household. Much concern has been focused recently on the growing
proportion of American children who spend at least parts of their lives in
families headed by single mothers. As Garfinkel & McLanahan (1986) state,
"... compared with children who grow up in two-parent (husband-wife) families,
the children from mother-only families are less successful on average when
they become adults.” (p. 1)11

In the context of the standard neoclassical model of the family, there
are at least two potential sources for this widely observed negative effect of
female-headedness on children. The first is the likely decline in the
quantity of parental time used in the production of children's cognitive
abilities, as the mother is much more likely to be a labor force participant,
and the father is likely to contribute little or no time. Second is the
concurrent decline in household income. The NLSY data give us the ability to

ask whether female-headedness affects children's cognitive development when

Hsee also Krein and Beller (1988).
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maternal time and family income are held constant. Using information on the
respondent's marital history in conjunction with the child's date of birth we
have constructed a variable measuring the proportion of months in the child's
life during which his/her mother was not married. The incidence of time spent
in female-headed families in the sample is substantial, with 28.9 percent of
the children spending at least one quarter of their lives and 15.5 percent
spending their entire three- to four-years in such families.

We also control for number of children in the household since it is
expected that, all else equal, the larger the number of children in the
family, the smaller the amount of time and resources that may potentially be
devoted to each child and hence the lower the test score. Since it is
expected that any health conditions that limit a mother's ability to perform
market work will also limit her ability to care for and to contribute to the
development of her child, mother’'s health status is included as an explanatory
variable.1? Similarly we control for the existence of child health problems

13

which might be expected to slow cognitive development. We also include

controls for race and ethnicity, gender and region of residence.l4

As noted above, one potential problem with OLS estimation of equation

127hie variable measures the proportion of years in the child's life
during which his/her mother reported that her health would limit the kind or
amount of she could do, or would prevent her from working for pay. The
mother's health status as reported at the time of each survey was assumed to
have prevailed throughout the preceding year.

13The health problem variable was given a value of cne if the child's
mother reported that the child had a health problem that limited his/her
school attendance, school work, play or sports activities, or that reguired
attention from a doctor, or use of medicine, drugs or special equipment.

14The region variables measure the proportion of years in the child's
life during which he/she lived in the given regions and assume that the region
reported at the time of each survey prevailed throughout the preceding year.
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(1) is that labor force participation is a choice variable. Economic theory
suggests that the participation decision is determined by a comparison of home
and market productivity. If, as a result, unmeasured characteristics of the
mothers associated with their production of child quality are correlated with
our measures of the quantity of maternal time inputs, then the estimated
coefficients on the maternal labor supply variables will be biased, as they
will be correlated with the error term. It is not possible to specify a
priori the direction of this bias. ©On the one hand, if women who remain at
home are a self-selected group with exceptionally high home (including child
quality) productivity, the coefficient on maternal employment will be biased
downward. That is, some of the estimated adverse effects of maternal
employment may in part be due to the higher home productivity of nonemployed
mothers. If, on the other hand, labor force participants are a self-gelected
group of exceptionally able women with high wage offers, the bias could be
reversed.ls

To correct for this potential heterogeneity bias we estimate our basic
equation using instrumental variables for the maternal labor supply variables.

The instruments were estimated using fitted values from two-limit tobit

1SAnother possible source of gselection bias is from hetercgeneity in

unmeasured characteristics of children. The mothers of children experiencing
health or developmental problems may be more likely to remain at home. To the
extent that these problems also lower the child's PPVT score, the coefficient
on maternal labor supply would be biased upward. However, this potential bias
is not likely to be serious because we have excluded children with serious
disabilities from the sample and also controlled for child’'s health status in
our regressions. In any case, our instrumental variable approach would
correct for this source of bias as well. :
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16 The explanatory variables used in

analyses of the labor supply variables.
this analysis and the results of the tobit regressions are shown in the
Appendix. 1If we let X be the matrix of explanatory variables in our basic
specification (1) above, Z be the matrix of explanatory variables except that
the maternal labor supply variables have been replaced by their fitted values
from the tobit analyses, and y be the standardized score on the PPVT, then the
coefficient vector b;, is
(2) biy = (2'X) 1z'y.
Heckman (1976) has shown that this estimator is consistent, asymptotically
normal, and that its asymptotic variance-covariance matrix can be calculated
from the usual instrumental variable estimation formula.

Because the IV estimator is relatively cumbersome as well as
inefficient, it is useful to test for the existence of heterogeneity bias. 1If

the sample is homogeneous so that the OLS estimator (b ) is consistent, we

ols
would expect to find that plim(biv)=plim(b°15). We use a procedure suggested

by Hausman (1378) to test this hypothesis against the alternative that

plim(biv)zplim(bols).

16Almost half of the children in the sample had mothers who worked zero
weeks during the child's first year, and almost one quarter had mothers who
worked zero weeks during the second and subsequent years. About seven percent
of all children had mothers who worked 100 percent of their first year of
life, and about five percent had mothers who worked 100 percent of the second
and subsequent years of their lives.
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III. Empirical Results

Table 2 presents OLS and IV estimates of our basic equation in c¢olumns
(1) and (2), respectively.l7 The two sets of estimates are qguite similar,
except for the estimated effects of maternal labor supply. In the OLS
equation, maternal labor supply is estimated to have a significant negative
effect during the first year of the child's life, and a significant positive
effect during the second and later years. In the IV eguation these variables
have the same signs and their coefficients are actually considerably larger in
absolute value than the OLS coefficients. However they are very imprecisely
estimated and are not statistically significant. We fail to reject the null
hypothesis of equality between the OLS and IV coefficients using the Hausman
procedure.ls Since we are unable to find statistical evidence of
heterogeneity, we assume from this point on that our sample is homogeneous.

The main finding from our basic specification is that the impact of
maternal labor supply on children's cognitive develcopment is sensitive to the
pericd during which the mother works. A woman who works 100 percent of the
weeks during her child's first year of life is expected to lower the child's
standardized score by about 5.8 points, ceteris paribus, while a woman who

works 100 percent of the weeks in the second and later years is expected to

17Observations with missing values for the instrumental variables were
drepped from the IV equation in column (2).

18when both equations are estimated using the 843 cbservations with valid
values of the instrumental variables, the test statistic has a wvalue of .31,
well below the critical chi-square value of 4.61 at the ten percent level of

significance.
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raise her child's score by about 4.2 poj_nta.l9

The positive effect of
maternal employment during the latter period may at first appear surprising,
but there are at least two explanations for this finding. First, the positive
total effect may reflect primarily the positive indirect effect of the
increase in family income associated with maternal employment. Second,
nonmaternal care during this period of the child's life, accompanied as it
often is by broader contacts with other children and adults, may have a
positive effect on cognitive development. Additional analyses below shed
light on this issue.

Given the opposing signs of the total effect of maternal labor supply
during the first and subsequent years of life, it is interesting to consider
the cumulative effect on the cognitive development of three-and four-year olds
of maternal employment in both periods. We cannot reject the null hypothesis
that the two effects sum to zero, i.e., that the labor supply of a mother who

works 100 percent of the time during her child's first three or four years of

19%e do not adjust for full- vs. part-time work here. Previous

specifications indicated that a control for proportion of weeks worked part-
time was not significant and did not affect the other findings. 1In a separate
specification, we examined the impact of maternal labor supply in the first
and second halves of the child's first year of life separately to see whether
maternal employment has greater adverse effects in the earlier period. The
estimated coefficients were ~3.3111 for the first half and -2.5005 for the
second half, suggesting that the first year effect is fairly equally divided

between the first and second half years. (The difference in the size of the
coefficients was not significant, as the value of the t-ratio was -.22. The
two variables were jointly significant at the 1 percent level. The value of

the F-test statistic was 9.73.) Note that since some women who are considered
employed may be on maternity leave, the coefficient on the first half year
variable may be biased towards zero. Thus it is possible that maternal
employment during the first half year has a larger negative impact than our
estimate would indicate.
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life would have no net effect on her child's cognitive ability.20 This may
indicate why studies that do not take the timing of labor supply into account
often find no effect on children's cognitive ability. This finding suggests
that maternal employment throughout the first three or four years does not
have adverse effects on children, although some gains might be achieved by
delaying labor force entry. It is important to note that these findings
reflect the impact of the actual child care arrangements made by the women in
the sample and do not necessarily imply that all forms of alternative care
during the first year of life have negative effects.

With respect to the impact of other variables, the results in column (1)
indicate that the quality of parental time is important, as the mother's
verbal ability score significantly increases the child's PPVT score. Father's
education also haa a significant positive effect. Mother's education has the
expected positive sign but is not significant. This probably reflects
collinearity with mother's test score and father's education. Number of
children in the household has a significant negative effect as expected. It
ia intereating that this effect shows up strongly even by age three or four,
and even in our limited sample of children of young mothers who have in many

21

instances not yet completed their families. Spouse's average income has a

significant positive effect, though net average family income is not found to

ZOA t-test of the null hypothesis that the two effects sum to zero has a

value of -.98.

2lBirth order was included in some preliminary specifications, but was
never significant when number of children was also included. Given that 54
percent of the children in our sample are first born and 30 percent are second
born -- a result of the fact that the NLSY mothers are relatively young -- it
is likely that the high degree of collinearity between birth order and number
of children interferes with the identification of their independent effects.
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be significant.22

The impact of living in a female-headed household has the
expected negative sign, but it's effect is not significant. We examine the
results for female-headedness in greater detail below.

The maternal and child health variables have the expected negative
signs, though their coefficients are not significant.z3 Consistent with
previous studies, we find sizable significant negative effects for blacks and
Hispanics, which may be a reflection of cultural biases in the PPVT, or other

omitted factors.24

All else equal, for this age group, boys' scores are found
to be significantly lower than girls' by about 2.2 points. Most likely this
reflects the emphasis of the PPVT on verbal intelligence (Maccoby and Jacklin,
1974). Finally, children who have spent all of their lives in the South score
about 3.2 points lower than children who have spent all of their lives in the
Northeast, while living in the West and North-Central United States had no
significant impact.

The effect of maternal employment and of some of the other variables is

examined in greater detail in the alternative specifications shown in Table 2.

Our basic specification was designed to capture the total effect of maternal

22 Since the income variables may reflect the family's demand for child
quality, rather than their inputs of market goods and services, we reestimated
equation (l) in an alternative specification omitting all income variables.
Our findinge were unaffected.

23Recall that children with serious disabilities were omitted from our
sample, so that we only observe the effects of less serious health problems
here. 1In earlier specifications we controlled for low birth weight as well.
However, that variable was insignificant and its inclusion did not affect the
other results.

24For other examples of this result, see Leibowitz (1877) and Desai, et.
al. (1989). This finding was unchanged when we omitted children who were
reported by the interviewer to have had difficulty understanding the PPVT due
to language problems.
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labor supply, which is the sum of the direct effect of maternal employment,
controlling for any increment in income due to maternal employment, and the
indirect effect due to the income increase. 1In column (3) we add mother's
average income over the period to the basic equation to gain greater insight
into these two separate components. In this specification, the negative
coefficient for maternal labor supply during the first year of the child's
life is slightly larger in absolute value than in the basic specification
(~6.79 vs. -5.79), and remains significant, suggesting that during the first
year of the child's life the positive indirect effect of higher incomes when
mothers work compensates only slightly for the negative direct effect of their
absences from the home. On the other hand, the coefficient for maternal labor
supply during the second and subsequent years is reduced by one third and is
no longer significant. This suggests that the indirect effect of the increase
in family income that occurs when the mother works plays an important role in
producing the positive total effect of maternal labor supply in the second and
later years.

It might be argued that a similar issue exists with respect to number of
children. Mothers who participate in the labor force may reduce their time
commitments to non-market production by having fewer children than women who
are not labor force participants. Hence, the impact of maternal labor supply
may occur both directly, through the substitution of time in the labor market
for time spent in the production of child quality, and indirectly, through a
reduction in the number of children that a woman chooses to bear. 1In this
context, to observe the full effect (both direct and indirect) of maternal
labor supply on children's cognitive development, we omit number of children

as well as maternal income from the regression in column (4). The coefficient
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on maternal labor supply during the child's first year of life is unchanged
from our basic specification, and remains significant. This is not surprising
since most of the children in our sample are first born, and hence their
environments during their first year of life would not be affected by their
mother's cumulative fertility decisions. The coefficient for maternal labor
supply during the child's second and subsequent years of life is significant
and increases to 5.40 from 4.16 in the original specification, indicating that
the reduced fertility of women with strong labor force attachment provides
some benefit to their children, as early as the third or fourth year of life.

Several of the previous studies cited above suggest that any negative
effects of maternal labor supply on child development tend to be concentrated
among boys. To investigate this issue, we interact the male dummy variable
with maternal labor supply in column (5). Our results provide modest support
for these earlier findings. While the gender differences are not
statistically significant, the coefficients on the interaction terms are
larger than their standard errors. According to our estimates, maternal labor
supply has a larger negative impact on boys than on girls during the first
year of life, and a larger positive impact on boys during the second and
subsequent years.

We now turn to a closer examination of the impact of time spent in
female-headed families on children’'s cognitive development. In our basic
regression the proportion of the child's life spent in a female-headed
household had the expected negative sign but was not significant. It is
possible that the inclusion of father's education in the basic regression
confounds the effect of female-headedness, since children who live in female-

headed households are more likely to have unknown values for father's



education.zs However, the proportion of time spent in a female-headed family
remains insignificant even when father's education is dropped from the
regression. Taking this result in conjunction with the results from column
(1), we conclude that female-headedness, in and of itself, has no impact on
children's cognitive development. However, it is still possible that it
affects children's cognitive ability indirectly via the lower incomes of these
households. In column (6) we drop all the income variables, as well as the
paternal education variables, so that we can observe the full impact of
female-headedness. 1In this specification, the coefficient on proportion of
months in a female~headed family is negative and significant at the ten
percent level, using a one-tailed test. Our estimates indicate that a child
who spends all of his/her life in a female-headed household is expected to
score about 2.3 points lower on the PPVT, ceteris paribus. This effect
appears to be primarily due to the lower income associated with female-
headedness.
IV. Conclusions

This paper analyzes the relationship between maternal labor supply and
children's cognitive development, using a sample of three- and four~-year-old
children of female respondents from the 1986 NLSY. Respondents in the NLSY
were aged 21 to 29 in 1986; thus our sample consists of children of relatively
young mothers. We show that the impact of maternal labor supply depends upon
when it occurs. Maternal employment is found to have a negative impact when
it occurs during the first year of the child's life and a potentially

offsetting positive effect when it occurs during the second and subsegquent

25Recall that father's education is only observed for children born
within marriages.
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years. We find some evidence that boys may be more sensitive to maternal
labor supply than girls, though the gender difference is not significant. The
negative first-year effect is not mitigated to any great extent by the
increased maternal income that accompanies it, though the increase in maternal
income does appears to play an important role in producing the positive effect
in the second and later years. We also find no evidence that length of
residence in a female~headed household has any effect on children's cognitive
ability, ceteris paribus, although the lower family income that is associated
with female-headedness does have a negative effect on children’'s cognitive
development.

One potentially important econometric issue that has received inadeguate
attention in previous work is that employed mothers are a self-selected group
of labor force participants. Since the participation decision is made on the
basis of a comparison between home and market productivity, employed and
nonemployed mothers may differ in their unmeasured characteristics related to
the production of child quality. This may result in biased OLS estimates of
the impact of maternal employment although the direction of this bias is
unclear a priori. We use an instrumental variable approach to address this
problem. While we find no statistical evidence of heterogeneity, we believe
that this is an important issue and worthy of further investigation with other
data sets.

In evaluating these results, it is important to keep three
gqualifications in mind. First, given the age limitations on the NLSY
respondents, our sample is comprised of children with relatively young mothers
and thus our results may not be representative of all three- and four-year-old

children. Second, our findings reflect the impact of the actual child care
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arrangements made by the women in the sample and do not necessarily imply that
all forms of alternative care during the first year of life have negative
effects or that alternative care in the second and subsequent years
necessarily has positive effects. Third, the permanence of the effects we
have identified cannot be determined at this point. That isg, it is possible
that the differences among children associated with maternal employment which
we observe during this early period in their lives will change in magnitude or
even alter in sign as they age. Bearing these qualifications in mind, our
findings suggeet that if maternal employment during this early period has
deleterious effects, they are most likely centered in the first year of life.
Public policies designed to improve the quality of alternative care during
this time and/or to encourage greater opportunities for parental leaves during

this period might offset these effects.
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Table 1l: Descriptions and Summary Statistics of Child Quality Regreaspion Variables

(n=874)
Mean std. Dev.

child Qualjty

Standardized score on Peabody Picture 91.18 18.06
Vocabulary Teet

Quantity of Maternal Time

Proportion of weeks worked by mother .27 .35
in 1lst year of child's life

Proportion of weeks worked by mother .43 .37
in 2nd and later years of child's life
ality of Matern m

Mother’'s verbal ability as measured by -.29 .98
the Armed Services Vocational Aptitude
Battery, administered in 19792

Mother's verbal ability unknown .08 .24
{dummy=1 if unknown)

Mother's years of education in year of 11.67 1.73
child's birth

Quality of Paternal Time

Father's years of education in year of 12.22 2.03
child's birth?

Father's education unknown .28 .45
(Qummy=1 if unknown)

Market Goods

Spouse’s average income (< $1000) during 12.39 11.51
the child's life, 1986 dollars®

Spouse's average income unknown .08 .27
(dummy=1 if unknown)

Mother's average income (+ $1000) during 3.62 4.67
the child's life, 1986 dollars?®

Mother's average income unknown .02 .01
{dummy=1 if unknown)

Average family income (+ $1000) net of 3.88 5.64
mother’'s and spouse's incomes, 1986 dollars®

Net family income unknown .32 .47
(dummy=1 if unknown)

Person haracteri cs

Black (dummy=1 if black}) .18 .39

Hispanic (dummy=l if hispanic) .09 .28

Proportion of child's life spent in .39 -47
Southern states

Proportion of child’s life spent in .17 .37
Western states

Proportion of child's life spent in .29 -44
North~Central states

Proportion of child's life spent in .24 .39
female-headed household

Proportion of child‘'s life during which mother's .08 -19
health would have limited her work

Number of children in household 2.06 .96

Child has health problem (dummy=1 if problem) .08 .28

Male (dummy=1 if male) .51 .50

2Mean and standard deviation computed for known values.
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Appendix: Wage and Labor Supply Regressions

The tobit analyses used to construct fitted values for maternal labor
supply are reported in Table Al. The samples used for estimating these
equations excluded only children with serious disabilities and those with
missing values for variables included in the labor supply analysis. All
others for whom valid data were available were included. Hence, the sample
sizes differ from one another, as well as from the 874 used in the child
quality regressions. Region of residence, mother's health, mother's marital
status, and the income variables correspond to the relevant interval for each
regression. Thus, for example, spouse's average income is the spousge's income
during the child's first year of life for the first regression, and the
spouge’'s average income during the child’'a second Year and subsequent years of
life for the second regression.

The predicted wage is the fitted value from the wage regression
estimated for labor force participants reported in Table A2.26 Region of
residence, years of education, and actual and potential work experience all
refer to the calendar year prior to the birth of the child. Since the NLSY
provides work history information only for the years of the survey (1979-86)
and one year prior, we were unable to observe actual work experience for women
prior to 1978. Thus we have included two experience variables in the wage
regression. The first reports actual weeks worked between 1978 and one year
prior to the birth of the child, and the second, an estimate of other
potential experience, is equal to the number of years elapsed between the end

of the mother's schooling and 1978.

26As Heckman (1980) has shown, OLS regressicn coefficients estimated on
the self-selected sample of labor force participants may be biased. However,
since we found no evidence of selectivity bias (i.e., the coefficient on the
inverse of the Mills ratio was not significant) OLS estimation was used in the
results reported here.
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Table RAl: Coefficients of Two-limit Tobit Analyses Used to Construct Maternal
Labor Supply Instruments® (asymptotic t-ratios in parentheses)

(1) (2)

Proportion of Weeks Proportion of Weeks
Worked by Mother Worked by Mother
lst Year of 2nd and Later
child's Life Years of Child's Life
Black .0340 -.0360
(1.365) (-.889)
Hispanic . 0409 -.9414
(1.334) (-1.803)
SouthP .0634 .0549
(2.480) (1.304)
WestP -.0865 -.1964
(-2.872) (~3.979)
North-CentralP -.0373 -.1263
(-1.414) (-2.907)
Health would have limited workP -.0751 -.1683
(-2.377) (-2.515)
Karried with spouse pzesentb -0430 .088¢
(1.499) (1.718)
Unmarried with partner preaentb .0346 -0170
(.823) (.223)
Child had low birthweight -.0820 -.1512
(~2.393) (-2.573)
Predicted wage .6304 .9714
(11.373) (10.474)
Spouse’'s average income (< 51000) -.0059 -.0051
(-5.802) (-2.969)
Spouse's income unknown -.0079 -.2751
(-.134) (-3.773)
Average other family income ~.0027 -.0111
(+ 51000) (=3.271) (-3.302)
Other family income unknown ~.0347 .0331
(=1.283) (.862)
Constant ~-.6363 ~.8030
(-6.819) (-5.142)
o .3383 . 4244
(51.861) (36.180)
1n(L) -1146.0 -724.2
Sample size 1961 1034

3 predicted values are computed as Prob[non-limit]-(8'X + oA}, where
Prob[non-limit] is the probability that the dependent variable lies in the
interval (0,1}, 8 is one of the vectors of coefficients shown above, X is the
matrix of right-hand side variables listed above, and ¢ is the coefficient of X,
the hazard rate.

P This is defined as a dummy variable in column (1) and as the proportion of the
intervals in column (2}.



Table A2: Wage Regression Results for Mothers: Dependent Variable
is the Log of the Wage Rate One Year Before the Child's Birth
(t-ratios in parentheses)

Black .0012
(.022)

Hispanic -.0344
(-.478)

South .0291
(.539)

West .1593
(2.715)

North-central .059%96
(1.115)

Verbal ability .0871
(3.545)

Verbal ability unknown -.0247
(-.320)

Years of education .0541
(4.236)

Actual weeks worked between 1978 and .0006
one year prior to birth of child {1.532)
Actual weeks worked unknown .1000
(1.331)

Potential years worked between -0206
end of echooling and 1978 (1.319)
Constant .8576
(5.488)

Adjusted R? .1415

Sample size 536






