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Female Labor Supply and Fertility: An Analysis
Based on Overlapping Generations General
Equilibrium Model*

Sun-Bin Kim' Jong-Suk Han? Jay H. Hong$

Abstract Since the early 1980s, South Korea s total fertility rate
(TFR) has continuously declined, recently reaching the 0.7 range—the low-
est among OECD countries. This study develops an overlapping genera-
tions (OLG) general equilibrium model that incorporates married women’
s labor supply decisions as well as their choices regarding fertility and
childrearing. The model is calibrated to match average labor force par-
ticipation rates of married women and fertility outcomes over the period
2015-2019. In the baseline economy, women’ s fertility decisions replicate
the age-specific average number of children and fertility patterns across
household income groups observed in the data. When the model param-
eters are adjusted to reflect the gender wage gap observed in the 1990s,
women’ s incentives to participate in the labor market decline substan-
tially, leading married women to increase fertility instead of labor supply.
Quantitatively, however, the change in the TFR is not large enough to
explain the sharp decline in fertility observed over the past three decades.
This suggests that the gender wage gap alone cannot fully account for
the simultaneous rise in female employment and fall in fertility in South
Korea.
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Figure 1: TRENDS IN TOTAL FERTILITY, WAGE DIFFERENTIALS BY GENDER
AND FEMALE EMPLOYMENT RATE. This figure displays the trends in the total
fertility rate, wage differentials by gender and female employment rate in Korea
during 1981-2019.
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Figure 2: WAGE DIFFERENTIALS BY AGE GROUP AND EDUCATIONAL ATTAIN-
MENT. This figure displays the wage differentials by age group and educational
attainment in Korea during 1981-2019.
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Figure 4: WAGE DIFFERENTIALS BY GENDER AND EMPLOYMENT RATES OF
MARRIED WOMEN AT AGES (BENCHMARK EconNowmy). This figure displays
the wage differentials by gender and employment rates of married women in the
benchmark model economy.
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Figure 5: DISUTILITY FOR NON-LEISURE TIME AND BIRTH PROBABILITY BY
AGE (BENCHMARK EcoNoMy). This figure displays the disutility parameters
for non-leisure time usage and the birth probabilities of married women at ages.
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Figure 6: EMPLOYMENT RATES AT AGES OF MARRIED WOMEN (BENCHMARK
EconNomy). This figure displays the employment rates of married women at ages
in the data and the benchmark model economy.
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Figure 7: NUMBER OF CHILDREN IN HOUSEHOLD AT AGES (BENCHMARK ECON-
oMY). This figure displays the number of children in household at ages in the
benchmark model economy.
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Figure 8: FRACTIONS OF HOUSEHOLD WITH CHILDREN AND BY NUMBER OF
CHILDREN (BENCHMARK EcoNoMY). This figure displays the fractions of house-
hold with children and by the number of children in the benchmark model econ-
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Figure 9: NUMBER OF CHILDREN BY INCOME QUINTILE. This figure displays
the number of children in household by income quintile in the benchmark model
economy.
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Figure 10: WAGE DIFFERENTIAL BY GENDER (1990-1994). This figure displays
the wage differentials by gender during 1990-1994.
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Figure 11: EMPLOYMENT RATES AND DISUTILITY FOR NON-LEISURE TIME OF
MARRIED WOMEN (1990-1994). This figure displays the employment rates of
married women at ages during 1990-1994 and the disutility parameters for non-
leisure time usage that replicate the employment rates of married women. The
dotted lines represents the same variables in 2015-2019 for comparison.
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Figure 12: EMPLOYMENT RATES AND DISUTILITY FOR NON-LEISURE TIME OF
MARRIED WOMEN (1990-1994). This figure displays the employment rates of
married women at ages in the 1990’s model economy.
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Figure 13: NUMBER OF CHILDREN IN HOUSEHOLD AT AGES (1990-1994). This
figure displays the number of children in household at ages in the 1990’s model
economy.
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Figure 14: FRACTIONS OF HOUSEHOLD WITH CHILDREN AND BY NUMBER OF
CHILDREN (1990-1994). This figure displays the fractions of household with
children and by the number of children in the 1990’s model economy.
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