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Abstract

Differences in the employment rates of mothers with young children have often been explained by different work incentives created by the tax-transfer system and the child care infrastructure. However, these institutional factors do not only influence the participation decision but also working hours. In Austria and Germany employment rates of mothers are very similar, while full-time employment rates in Austria are more than twice the amount as in Germany. We try to explain these differences by specific features of the tax-transfer system in both countries. Austria and Germany share many common institutions and child care institutions are very similar. However, there are two important differences in the tax-transfer systems influencing the work incentives for mothers with young children. Firstly, while in Austria, all individuals are taxed individually, Germany has a system of joint taxation for married spouses. The second important difference is the design of the parental leave benefit scheme. We pursue a comparative micro simulation exercise to find out to what extent these institutional differences can explain the different employment patterns of mothers in Austria and Germany.
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