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Abstract This paper estimates the impact of a recent expansion in Canadian
paid family leave from 25 to 50 weeks on maternal employment and transfer
income. It finds the expansion coincided with increases in transfers to mothers
of children age zero to one relative to mothers of children age three to four, and
with decreases in returns to work in the year after birth. These changes were
concentrated among economically advantaged groups of women, defined by
marital status, education, and non-wage income. Despite these changes, there
was no evidence of a decrease in returns to work or relative employment for

mothers of children age one.
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694 M. Hanratty, E. Trzcinski

1 Introduction

This paper examines the impact of the expansion of Canadian paid family leave
from 25 to 50 weeks on December 31, 2000 on women’s post-birth employment
dynamics and transfer receipt. To do so, the analysis draws on data from the
National Longitudinal Survey of Children and Youth from 1998-1999, 2000-
2001, and 2002-2003.

This analysis finds that the expansion was associated with a substantial
increase in family leave and social assistance payments to women with children
age zero to one relative to women with children age three to four. It was
also associated with a decrease of 20 percentage points (40%) in the share
of mothers returning to work within 1 year after birth. Despite this increase
in leave time, returns to work converged to earlier levels once paid leave
eligibility expired. In addition, there was no evidence that women with children
age one suffered a decrease in relative employment rates compared to those
with children age three to four.

While the paid leave expansions increased resources to women with chil-
dren, the gains were not distributed equally. Whether measured in terms
of maternal time at home or transfer payments, the increase was larger for
women from more advantaged socioeconomic groups, as defined by education,
non-wage income, and marital status.

2 Policy context

Canada first began providing paid family leave when it introduced a 15-week
maternity leave benefit in 1971. In 1990, it added 10 weeks of paid parental
leave. In December 31, 2000, Canada further expanded parental leave from
15 to 35 weeks, which increased combined family leave benefits from 25 to
50 weeks.

Table 1 presents information on the family leave program. As shown, bene-
fits equal 55% of base earnings to a maximum of $413 per week. Families
with incomes under $25,921 are also eligible for a family supplement, which
increased benefits to up to 65% of insurable earnings in 1997 and to up
to 80% of insurable earnings in 2000. These benefits are provided through
Employment Insurance, which is financed by a payroll tax on employers and
employees.

At the time of the expansions, many provinces revised their labor codes
to expand mandated job-protected leave. Eight of Canada’s ten provinces
increased job-protected leave from 18 to 35 weeks to 52 to 54 weeks. Quebec
was the exception, since it maintained 72 weeks of job protection throughout
this period.

Prior to the expansion, Canada introduced other reforms which may have
affected maternal work and welfare receipt. In 1995, the federal government
converted Social Assistance from a matching to a block grant, and it reduced
funding levels (Jenson 2003). In 1998, Canada introduced a supplement to
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Table 1 Canadian maternity and parental leave benefits

1997-2000 2001+
Maximum weeks 25 50
paid leave
Weekly benefit 55% insurable earnings to 55% insurable earnings to
maximum of $413 maximum of $413
Family supplement? Increases benefit to up to Increases benefit to up to
Income <$25,921 65-80% insurable earnings to 80% insurable earnings to
maximum of $413 maximum of $413
Calculation insurable Earnings in past 26 weeks divided  Earnings in past 26 weeks divided
earnings by weeks worked, or minimum by weeks worked, or minimum
divisor of 14-22 weeks divisor of 14-22 weeks
Weeks of job-protected
leave:
Quebec 72 72
Alberta 18 52
Other provinces 29-35 52-54

Sources: Canada Employment Insurance Commission (2004), Baker and Milligan (2005), Cheal
and Kampen (2000), Government of Canada (1999)

aStarting in January 1997, low-income families could receive a family supplement, which varied
by income and the number and ages of children. Combined family supplement and employment
insurance benefits were capped at 65% of insurable earnings in 1997. This cap increased to 70% in
1998, 75% in 1999, and 80% of insurable earnings by 2000

the Canada Child Tax Credit for low-income families, which it expanded in
1999-2001. At the time, many provinces reduced social assistance and child
benefits by the amount of the supplement, and invested in other programs for
the working poor (National Council of Welfare 2002).

During this period, Quebec phased in its universal $5 per day child care
program, which initially covered children age four in 1997, and then was
expanded to children age three in 1998, and to children age two or younger
in September 2000. This expansion has been associated with a substantial
increase in maternal work (Baker et al. 2005).

While many of these changes pre-dated the paid leave expansions, they may
have affected work and welfare receipt during the measurement period. Thus,
where possible, this analysis uses a comparison group that includes women
with children age three to four to net out the effects of changes in other social
welfare policies. In addition, the analysis also generates estimates which allow
for differential impacts in Quebec.

3 Anticipated impacts
3.1 Aggregate impacts

Under the inter-temporal model of labor supply, new mothers optimize utility
from time spent with their child versus market goods, given their returns from
work and their other family resources (Klerman and Leibowitz 1999; Ronsen
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and Sundstrom 2002). This model implies that an expansion in paid leave
should delay returns to work because it increases resources to mothers on
leave. While paid leave should decrease returns to work while mothers are
eligible for leave, it may also decrease returns to work after leave expires if it
reduces human capital accumulation or if it alters preferences for work. This is
an argument for welfare reform in the United States.

In Canada, the expansions in paid leave were accompanied by expansions
in job-protected leave. This may have further decreased returns to work
during the mandated leave period because it enabled women to take longer
leaves without losing their jobs. However, it also may have encouraged some
women to return to work more quickly, if they otherwise would have left their
employer to spend more time at home (Klerman and Leibowitz 1999). This
should primarily have affected leaves in the post-one year period, since most
women who are induced to remain with their employer by the legislation are
likely to take full advantage of the expanded leave protections.

This discussion does not account for second order effects of the leave
expansions. Expansions in paid leave could increase women’s labor supply
by increasing the non-wage benefits to working. On the other hand, they also
could increase firms’ costs of accommodating family leaves, and thus reduce
maternal wages and employment.

3.2 Distributional effects

The impact of the expansions on incentives to return to work depends on both
the structure of family leave payments and the way leave payments interact
with other transfer programs. Table 2 provides sample calculations to illustrate
how the gains from expanding family leave vary with women’s earnings and
family income. These calculations assume the mother worked for a year, left
her job in the first week of January 2000, and started receiving paid leave in
week three. They show the impact of expanding paid leave from 25 to 50 weeks
on weekly transfers starting in week 28. Estimates are shown for three groups
of women: a single mother with one child, a married woman with two children
and a spouse earning $15,000 per year, and a married woman with two children
and spousal earnings of $35,000.

As shown in Table 2, family leave benefits replace a much larger share of
insurable earnings for low-income, low-wage women. For single parents with
one child, family leave benefits represent 73% of base earnings for women
earning $200 per week, and 64% for women earning $400 per week. In com-
parison, women with spousal earnings of $15,000 have a matching rate of 58%
at base earnings of $200 per week, falling to 55% at $400 per week, while
women with spousal earnings of $35,000 have matching rates of 55% at both
wage levels. For all three groups of women, the matching rate declines for
weekly wages above $750, due to the $413 cap on weekly leave payments.

Estimates from the Canadian Census suggest that of women working 49—
52 weeks in 2000, over 40% had weekly earnings under $500, which made
them potentially eligible for the family supplement. In addition, nearly 30%
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698 M. Hanratty, E. Trzcinski

had earnings over $750, which put them in the region where benefits are
constrained by the $413 cap on leave payments (Statistics Canada 2003).

Despite the redistributive structure of leave payments, an expansion in the
duration of paid leave may generate fewer benefits for low-income women due
to offsets in other transfers. Under Social Assistance, benefits are decreased
dollar for dollar with increases in family leave payments received in the prior
month. Under federal and provincial child benefits, benefits are reduced more
gradually, and they start to phase out at higher income levels' (Jenson 2003).
In addition, any offsets in child benefits are delayed because child benefits are
adjusted in July of each year based on the prior calendar year’s income.

The third column of Table 2 shows the estimated reduction in social
assistance and child benefits that would result from an expansion in paid leave
from 25 to 50 weeks, while the fourth column shows the replacement rate,
after netting out these transfer offsets. For single parents, the net replacement
rate ranges from 0% for women earning $200 per week to 27% for women
earning $800 per week, while it fluctuates between 36% and 40% over this
wage range for married women with spousal earnings of $15,000. By contrast,
the net replacement rate ranges from 49% to 46% for the higher income group
of married women. As before, the net replacement rate declines for all three
groups of women for wage rates over $800.

These calculations suggest that the net impacts of the paid leave expansions
on transfer income and leave time is likely to be smaller for low-wage, low-
income women than for women in the middle of the wage and income distri-
bution. It also suggests that these impacts could decline for high wage women,
due to the $413 cap on leave payments.

This analysis does not account for potential variations in the value of job-
protected leave. For example, while high skilled, high wage women may have
proportionately lower benefits from paid leave, they also may gain more from
the accompanying expansions in job-protected leave because they have more
job-specific human capital.

4 Prior research

Early research on the impacts of family leave in Europe found that both short
(3 months) and long (9 months) paid leaves increased relative employment
rates of women of child-bearing age, while long paid leaves decreased relative
wage rates (Ruhm 1998). Because this research was based on aggregate data,

'On average, social assistance phased out at $9,600 of unearned income for a single parent with one
child and $12,000 for a two parent family with two children. The federal child tax credit consists of
two parts: a supplemental benefit that phased out from $22,000 to $33,000 and a basic benefit that
phased out from $33,000 to $77,000. Most provincial child allowances phased out from $21,000 to
$25,000 (Jenson 2003; National Council of Welfare 2002).
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Who benefits from paid family leave? Impact of expansions in Canadian paid family 699

it did not explore how family leave affects post-pregnancy work patterns,
which is the main focus of this research.

In the USA, research has found that the introduction of 12 weeks of unpaid
job-protected leave under the Family and Medical Leave Act had small or
inconsistent impacts on the length of leaves (Baum 2003a; Han and Waldfogel
2003; Waldfogel 1999; Klerman and Leibowitz 1997), while it did not affect
post-pregnancy employment or wages (Klerman and Leibowitz 1997; Baum
2003b; Waldfogel 1999).

In Europe, research has found that more extensive expansions in paid
leave substantially reduce maternal work while the mother is eligible for leave
(Ronsen and Sundstrom 2002; Lalive and Zweimiiller 2005; Schonberg and
Ludstec 2007; Ondrich et al. 2003). This research has found more mixed evi-
dence on the impact of paid leave after leave expires. Schonberg and Ludstec
(2007) found that German paid leave expansions had small or insignificant
impacts on returns to work and employment 3 to 5 years after birth. By con-
trast, Lalive and Zweimdiiller (2005) found that expansions in paid leave from 1
to 2 years in Austria decreased maternal employment 8 years after birth. This
may reflect the incentives under the Austrian system for mothers to compress
their fertility to maintain eligibility for leave.

In Canada, Baker and Milligan (2005) focused on identifying the impact of
job-protected leave, by exploiting variation in provincial dates of expansions
of job-protected leave. As in the US, this research found that short unpaid
mandates (12 to 18 weeks) had no impact on maternal work, while later
expansions in 1990-1991 and 2000-2001 had larger impacts on maternal work
during the period of eligibility for leave.

This research makes two contributions to the literature. First, it examines
the impact of leave on employment patterns after leave expires. While recent
research in Germany and Austria provides evidence on this question, it may
not be representative of the North American case, where there may be differ-
ences in labor market institutions and norms with respect to work. Second, this
study shows how the impacts of paid leave vary with socioeconomic status. This
question is important since a full evaluation of family leave should consider its
impacts on the distribution of resources available to children.

5 Data sources

This analysis uses the early childhood component of the National Longitudinal
Survey of Children and Youth (NLSCY), which is a biennial survey of children
under age six in Canada. The survey includes an initial cohort of children age
zero to five that entered the survey in 1994-1995. In each subsequent period, a
new cohort of children age zero to one enters the survey, and all children under
age six from the prior survey are re-interviewed. As of 1998-1999, all children
age four to five would have had two interviews, while children age two to three
would have had one prior interview.
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700 M. Hanratty, E. Trzcinski

This analysis relies on interviews completed in September 1998 to May 1999
(cycle 3), September 2000 to May 2001 (cycle 4), and September 2002 to June
2003 (cycle 5). While it is conceivable that the 2000-2001 sample would have
included some children born after the expansions, it does not contain any
children born on or after January 2001. This is because of the lag between when
a birth is identified and when an interview occurs. In our sample, at least 95%
of the children in the 2000-2001 and the 2002-2003 cycles were not interviewed
until they were at least 6 months old.

6 Estimated impact on transfer income
6.1 Analytical approach

The first part of the analysis estimates the impact of the expansions on trans-
fers. It relies on a question that asked parents how much transfer income they
received in the last year. The data is restricted to the 2000-2001 and 2002-2003
interview periods, because there is no data on transfers for earlier periods. The
sample was restricted to children age zero to one who represent the treatment
group, and children age three to four who serve as the comparison group.

To avoid repeated observations on the same family, the sample included
only the youngest child in the family. While this restriction may change sample
characteristics at a point in time, it may not influence estimated changes
in transfer receipt, since it appears to have had a stable impact on sample
characteristics in each sample period. For example, for children age three to
four, this restriction reduced the average number of children in the family by
8-9% in 2000-2001 and 2002-2003, while it increased maternal age by 2% and
decreased college graduation by 3% in both periods. The impacts were much
smaller for children age zero to one.

To measure the impact of the expansions on transfers, the analysis reports
“difference in difference” estimators, which are equal to the change in prior
year transfers from the 2000-2001 to the 2002-2003 interview periods for
women with a youngest child age zero to one minus the change for women with
a youngest child age three to four. To the extent that both groups responded
comparably to other social policy and economic conditions, this estimator
should produce an unbiased estimate of the impact of the expansion in family
leave. Although this analysis presents estimates based on differences in sample
mean transfer payments, the results were also similar in linear regression
models that controlled for age, education, immigration status, number of
children, and non-wage income.

The analysis reports estimates of changes in family leave and social assis-
tance benefits only. It does not include provincial or federal child benefits,
because there can be up to a 16-month lag between when leave payments
are received and any offset in child benefits. This exclusion may over-estimate
net gains in transfers for families in the phase-out region for child benefits,
particularly those with income between $20,000 and $30,000.
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6.2 Estimated results

The first row of Table 3 reports estimates of the change in annual transfers
from the 2000-2001 to the 2002-2003 interview periods for women with
children age zero to one relative to women with children age three to four. As
shown, the paid leave expansions were associated with a relative increase in
family leave payments of $2,700 per year. This increase was offset by a relative
decrease in Social Assistance payments of $400 per year, for a net increase of
$2,300 per year in relative transfers to women with children age zero to one
compared to women with children age three to four.

The remainder of this table clearly shows that the net gains from the
expansions were larger for women with higher socioeconomic levels, defined
by marital status, non-wage income, and maternal education. The relative
increase in combined social assistance and family leave payments to women
with infants was $900 per year for single parents compared to $2,400 for two-
parent families. The increase was $1,200 for women with non-wage incomes
under $20,000 compared to $2,100 to $3,400 for the two higher income groups.

Table 3 Change in transfers to women with youngest child age 0-1 relative to change for women
with youngest child age 3—4: 2000-2001 to 2002-2003 interview periods

Family leave Social assistance Total % Change (total)

All families 2,735 —415 2,320 156
(154) (105) (180)
By family structure
Single parent 1,821 —952 869 46
(459) (298) (533)
Two parents 2,797 —428 2,369 140
(165) (107) (191)
By mother’s non-wage non-transfer income
Y < $20,000 2,773 —1,540 1,233 54
(394) (254) (451)
$20,000 < =Y < $48,000 2381 —263 2,118 166
(249) (160) (284)
Y >= 48,000 3,306 108 3,414 321
(230) (148) (263)
By mother’s education
Less than high school 1,641 —780 861 121
(448) (282) (514)
High school/some college 2,172 —246 1,925 203
(253) (159) (290)
College graduate 3,215 -30 3,186 176
(219) (138) (251)

Notes: Reports mean (standard error) estimates of the change in reported annual transfers in
2000-2001 to 2002-2003 interviews for women with youngest child age 0-1 minus the change for
women with youngest child age 3-4, based on a sample of 5,793 children age 0-1 and 6,541 children
age 3-4 from the National Longitudinal Survey of Children and Youth. Family leave includes
family leave and employment insurance payments. Mother’s non-wage income includes father’s
earnings and family non-wage, non-transfer income. Dollar amounts reported in 2000 Canadian
dollars. Estimates use cross-sectional weights
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Finally, the relative increase in transfers was $900 for women with less than a
high school degree, compared to $1,900 to $3,200 for higher skilled women.
These differentials reflected both larger increases in leave payments and
smaller offsets in social assistance for more economically advantaged women.

These differentials persist when measured in percentage change terms
relative to the baseline difference in transfer payments between women with
children age zero to one and women with children age three to four. One
exception is that college graduates no longer have larger gains than women
with a high school degree or some college, although both groups still had larger
percentage increases than high school drop outs.

7 Estimated impact on time until return to work
7.1 Empirical approach

The second part of this analysis focuses on a question that asks mothers with
children age zero to one when they started to work after their child was born.
The sample was restricted to women who had a birth in 1997 or 1998 who were
interviewed in September 1998 to May 1999, women who had a birth in 1999 or
2000 who were interviewed in September 2000 to May 2001, and women who
had a birth in 2001 or 2002 who were interviewed in September 2002 to June
2003 (see Appendix Fig. 3). The sample also excluded women with younger
children. This restriction affected 3% of the sample and has a negligible impact
on the results.

To estimate the impact of demographic and economic characteristics on
the timing of returns to work, the analysis uses the complementary log-log
model for continuous processes described in Allison (1995). This model can
be interpreted as one in which there is a continuous process determining
the probability of returning to work, which is observed at discrete monthly
intervals. It assumes that the probability that a mother returns to work in a
given month, given that she has not yet returned to work in any prior month,
P;j;, takes the following form:

log [—log[1 — Pii]] = BXu + vir (1)

where i indexes the mother, jindexes months since birth, and ¢ indexes time. In
this model, X, represents potentially time-varying economic and demographic
factors which affect the probability of returning to work. These factors are
assumed to have a proportional impact on the hazard rate from the underlying
continuous process.

In this model, y;; represents a set of duration parameters that reflect the way
mothers’ preferences and opportunities to return to work vary with time since
birth and sampling period. This analysis uses a flexible specification that allows
vj: to take on a separate value for each of the first 15 months since birth, and to
take a constant value after month 16. It also allows the 16 monthly parameters
to take on a different value in each of the three sampling periods.
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This model does not allow for unmeasured heterogeneity, which might
influence the time pattern of returns to work. To the extent that the impact of
unmeasured heterogeneity changes over time, it may bias the estimated impact
of the expansions.

7.2 Estimated results

Appendix Tables 5 and 6 show the estimates from this model. Model 1 presents
estimates without economic controls, while Model 2 includes the monthly
provincial employment rate for women age 25-54. As shown, the employment
rate is positive and significant, suggesting that mothers return to work more
quickly during strong economic conditions. Other estimates not reported here
also found the provincial service sector wage and social assistance benefit levels
to be insignificant.

To interpret the magnitude of these results, Fig. 1 presents the monthly
hazard rates for returning to work using estimated parameters from Model 1
and sample mean characteristics. As shown, there is a large spike in the hazard
rate after family leave expired in month 7 for children born in 1997-1998
and 1999-2000. For children born in 2001-2002, the spike at month 7 largely
disappears, and a new spike is introduced in month 13, reflecting the new
termination date for family leave.

Figure 2 shows the cumulative return to work probabilities implied by
these estimates. As shown, the paid leave expansion was associated with a 19
percentage point (37%) decrease in returns to work within 1 year from the
19992000 to the 2001-2002 birth cohorts. It also shows that, by month 16,
the return to work probability was 0.6 percentage points higher in 2001-2002
than in 1999-2000, a difference that was not significantly different from zero,
based on delta method calculations which found that the difference in survival

Fig. 1 Monthly return to Monthly Return to Work Hazard
work hazard. Note: Based on 0.3

estimates from hazard model
in Model 1 of Appendix
Tables 5 and 6. Monthly 0.2
hazard rates are evaluated at
weighted sample means for >
the entire sample = 0.2
|
o
2 0.1
o
0.1
0.0

1 3 5 7 9 11 13 15 17 19
Months Since Birth

1997-1998 Birth —=— 1999-2000 Birth —a—2001-2002 Birth ‘
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Fig. 2 Probability mother Probability Mother Has Returned to Work
has returned to work. 0.7
Note: Based on estimates
from hazard model in 06
Appendix Table 5, Model 1.
Probabilities are evaluated 0.5 1
at weighted sample means E
for the entire sample g 04 1
o
o 0.3 A
o
0.2
0.1 A
(O e e e e L e B e e e e e

1 3 5 7 9 1 13 15 17 19
Months Since Birth

‘ 1997-1998 Birth —=— 1999-2000 Birth ——2001-2002 Birth ‘

probabilities at month 16 had a standard error of 0.012. This suggests that the
family leave expansions did not have sustained impacts on returns to work
once family leave expired.

These estimated changes from 1999-2000 to 2001-2002 are not sensitive
to the inclusion of controls for female employment rates. For example, the
parameter estimates from Model 2 of Appendix Table 5 imply a 20 percentage
point (40%) decrease in returns to work within 1 year, and a 1.3 percentage
point decrease in returns by month 16, a difference that is again not signifi-
cantly different from zero.

7.3 Subgroup analysis

Table 4 shows how changes in return to work probabilities from 1999-2000 to
2001-2002 varied by socioeconomic group. The estimates are based on models
that are equivalent to Model 2 of Table 4, except that they include interaction
terms that allow the duration parameters y; to vary across socioeconomic
groups. These models assume that each characteristic has a constant impact
within months 1 to 6, 7, 8-12, 13, 14-15, and all months over 15, and that this
impact could vary across the three sample periods. For example, the first two
rows are based on a model that is the same as Model 2, but also includes 18
interactions between Quebec, month-group, and sample period.

The first three rows of Table 4 show that the legislation had a smaller impact
on returns to work in the first year in Quebec, with returns to work within a
year decreasing by 11 percentage points in Quebec from 1999-2000 to 2001-
2002 compared to 22 percentage points in other provinces. This differential
persisted when leave expired, with Quebec maintaining a 10 percentage point
greater increase in returns to work in month 16. As noted above, this may
reflect both the incremental impact of expanded job-protected leave in other
provinces, and the extension of Quebec’s universal child care in September
2000. These estimates are similar in magnitude but smaller in proportionate
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Table 4 Change in probability mother returns to work, from 1999-2000 to 2001-2002 birth
cohorts, by selected characteristics

12+ Months after birth 16+ Months after birth
% Point change % Change % Point change = % Change

By province

Quebec -10.8 -22.8 7.7 13.7

Not Quebec —22.1 —43.6 -23 —42
By family structure

Single parent —11.6 —28.2 —-3.2 -7.3

Two parents -21.2 —40.6 —0.2 -0.3
By mother’s non-wage non-transfer income

Income < $20,000 —12.0 —27.2 4.1 83

Income $20-48,000 —24.6 —43.0 -1.6 -25

Income > $48,000 -212 -39.7 -0.9 -15
By mother’s education

Less than high school —4.6 -16.9 0.3 0.9

High school/some college ~ —19.1 —39.6 -1.9 =37

College graduate —25.1 —40.6 —0.1 -0.2

Notes: Estimates are based upon hazard models that are similar to those shown in Model 2 of
Appendix Tables 5 and 6, except they include additional interactions to allow baseline hazards in
each period to vary by demographic group. Estimates are evaluated at the weighted sample means
for each subgroup across all sample periods

terms than Baker and Milligan (2005), which found that Quebec had a 12 to
14 percentage point (39-45%) larger increase in work among married women
with children under age one than the other nine Canadian provinces. This may
reflect the fact that the current study includes both single and married mothers,
rather than married mothers only.

The remainder of Table 4 makes it clear that the expansions had larger
impacts on women from more economically advantaged groups. The share
of women returning to work within 1 year decreased by 12 percentage points
for single parents compared to 21 percentage points for two-parent families,
by 12 percentage points for women with non-wage incomes under $20,000
compared to 21 to 25 percentage points for higher income women, and by
5 percentage points for women without a high school degree, compared to
19 to 25 percentage points for higher skilled women. When measured as a
proportion of base returns (shown in column 2), these differentials narrow but
remain substantial.

It is interesting to note that, even though highly skilled women are more
likely to be constrained by the cap on leave payments, they were no less likely
to take advantage of the extension in paid leave. The share of women with
a university degree returning to work within 1 year decreased 25 percentage
points (41%) compared to 19 percentage points (40%) for women with a
high school degree or some college. This may reflect the greater value of the
accompanying expansions in job-protected leave for highly skilled women. It
also might reflect the greater tendency for employers to “top up” paid leave
for high skilled women.
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Finally, this table shows that these socioeconomic differentials in returns to
work largely dissipated in month 16. This suggests that groups which made the
most use of leave within the first 12 months did not have persistently lower
rates of return to work after leave expired.

8 Estimated impact on employment rates

To explore whether the paid leave expansions affected maternal employment
in the year after leave expired, a separate analysis (available from the authors
upon request) estimated regression-adjusted changes in employment rates for
women with a youngest child age one relative to women with a youngest
child age three to four from 1998-1999 to 2000-2001 and from 2000-2001
to 2002-2003. These regressions controlled for province, number of siblings,
immigrant status of parent, parental education, number of parents in family,
age of mother, and the monthly provincial employment rate and log wage rate.
These models found that the employment rate of women with children age
one increased more from 2000-2001 to 2002-2003 than it did for women with
children age three to four. It also found that the relative employment rate
increases for women with children age one were larger for women with some
college or a college degree than for women with a high school degree or less,
while there was not a significant difference between two-parent and single-
parent families. This is consistent with the findings from the return to work
analysis that suggested that the expansion in paid leave did not reduce returns
to work once paid leave expired, and that groups that made greatest use of the
paid leave expansions did experience long run decreases in returns to work.

9 Conclusion

This research has documented that the expansions in paid family leave from 25
to 50 weeks in Canada in December 2000 substantially increased the length of
time before mothers return to work. The estimates imply a decrease in returns
to work of approximately 20 percentage points both 7 and 12 months after
birth, or 60% and 40%, respectively, of base level returns. This effect is on
the same order of that found for expansions in paid leave from 6 to 10 months
in Germany, and from 1 to 2 years in Austria (Schonberg and Ludstec 2007;
Lalive and Zweimiiller 2005).2

Despite the large decreases in returns to work during the first year, this study
found little evidence that the expansions in paid leave decreased women’s

2Schonberg and Ludstec (2007) found that when German paid leave expanded from 6 to
10 months, the share of women returning to work by month 7 decreased by 25 to 26 percentage
points (56-58%). In Austria, Lalive and Zweimiiller (2005) found that expansions from 12 to
24 months led to approximately a 23 percentage point (55%) decrease in the returns to work
in month 12. Estimates from Austrian study based on author estimates from Fig. 7 of paper.
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work effort once paid leave expired. The study found that there was an
insignificant change in returns to work by the 16th month after birth from
before to after the expansions. It also found that groups with the largest
increases in leave time did not have decreases in returns to work or relative
employment once their child reached age one.

This study also documents that the benefits generated by the expansion in
paid leave were not equally distributed. Women who were high school drop
outs, who had non-wage incomes under $20,000, and women who were single
parents had gains in relative annual family leave and social assistance transfers
that ranged from $800 to $1,200, compared to $2,300 for the average woman.
At the same time, the share of women in these groups who remained out of
work for 1 year increased by 5 to 12 percentage points, compared to 19 to 25
percentage points for other women.

These results are relevant from a policy perspective because they suggest
that expansions in paid leave may have differential impacts on maternal and
child well-being. Thus, countries considering an expansion in paid leave may
want to find other ways to ensure that they maintain consistent support for
low-income women.

The results also suggest that the net redistributive impact of expansions in
paid leave depends in part on how paid leave interacts with other transfer
programs. This study found that the expansion in paid leave in Canada was
accompanied by substantial offsets in means-tested transfers. These offsets
are likely to be smaller in countries such as Germany and the UK, which
explicitly exempt child and family allowances, than in other countries, such
as Finland, Norway, and Denmark, which use a more complete income de-
finition in determining social assistance and means-tested housing benefits
(OECD 2006).?

In addition, since expansions in paid leave appear to have differential
impacts on maternal work following birth, they may affect the earnings dis-
tribution of women with children. This could shed light on recent research
that is beginning to explore how motherhood wage gaps vary with maternal
education and economic status (Sigle-Rushton and Waldfogel 2007).
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3Unfortunately, most current comparative research on child and family benefit packages such as
OECD (2006) and Bradshaw and Mayhew (2006) do not explicitly address interactions with family
leave payments (Kershaw 2007). However, the OECD (2006) study indicated that eight countries
(Austria, Germany, Iceland, Ireland, Luxembourg, Netherlands, Spain, and the UK) explicitly
disregard child benefits and family allowances in determining social assistance and means-tested
housing benefits, while four other countries (Finland, Norway, Denmark, and Sweden) did not do
so. Other countries, such as France, exempted the first 4 months, and not the remaining 28 months
of their “young child allowance”, from income under their guaranteed minimum income program.
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Appendix
Interview Dates

Cycle 3 Cycle 4 Cycle 5

| | | | |

Jan 1997  Jan 1998  Jan 1999 Jan 2000 Jan 2001 Jan 2002  Jan 2003

Cycle 3 Cycle 4 Cycle 5

! Paid Leave
Birth Dates

Fig. 3 NLSCY sample design, time-to-work analysis

Table 5 Proportional hazard model for months until mother returns to work, economic and
demographic controls

Sample means Model 1 Model 2
(std dev) (total sample) (total sample)
No siblings 0.383 0.600 0.603
(0.001) (0.062) (0.062)
1 sibling 0.394 0.499 0.502
(0.001) (0.061) (0.061)
2 siblings 0.157 0.280 0.285
(0.001) (0.066) (0.066)
Girl 0.489 —0.060 —0.061
(0.001) (0.023) (0.023)
Mother is immigrant, US/Europe 0.043 —0.200 —0.198
(0.001) (0.060) (0.060)
Mother is immigrant, non-US/Europe 0.190 —0.534 —0.534
(0.001) (0.036) (0.036)
Single parent family 0.104 —0.242 —0.238
(0.001) (0.045) (0.045)
Age of mother 30.225 0.008 0.009
(0.014) (0.002) (0.002)
Mother not high school graduate 0.131 —0.811 —0.811
(0.001) (0.049) (0.050)
Mother has high school degree 0.162 —0.320 —0.316
(0.001) (0.036) (0.036)
Mother attended some college 0.201 —0.173 —0.174
(0.001) (0.030) (0.030)
Provincial monthly 55.6 0.053
employment rate, women 25-54 (0.1) (0.013)
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Table 6 Proportional hazard model for months until mother returns to work: baseline hazard
parameters

Model 1 Model 2

Birth in Birth in Birth in Birth in Birth in Birth in
2001-2002  1999-2000 1997-1998 2001-2002 1999-2000 1997-1998
(cycle 5) (cycle 4) (cycle 3) (cycle 5) (cycle 4) (cycle 3)

Month 1 —4.367 —4.238 —3.808 —4.422 —4.248 —3.736
(0.143) (0.141) (0.128) (0.735) (0.724) (0.702)
Month 2 —4.695 —4.479 —4.449 —4.754 —4.489 —4..381
(0.155) (0.150) (0.145) (0.738) (0.726) (0.706)
Month 3 —5.092 —4.784 —4.220 —5.155 —4.797 —4.156
(0.174) (0.163) (0.138) (0.743) (0.729) (0.705)
Month 4 —4.493 —4.146 —4.021 —4.558 —4.162 —3.963
(0.148) (0.141) (0.135) (0.738) (0.725) (0.706)
Month 5 —4.341 —3.843 -3.593 —4.411 —3.859 —3.538
(0.144) (0.134) (0.128) (0.738) (0.724) (0.705)
Month 6 —4.714 -3.339 -3.326 —4.787 -3.359 —3.268
(0.160) (0.125) (0.126) (0.742) (0.723) (0.704)
Month 7 —3.647 —1.902 —1.852 —3.720 —1.926 —1.795
(0.129) (0.112) (0.113) (0.736) (0.722) (0.703)
Month 8 —4.209 —2.676 —2.758 —4.286 —2.701 —2.703
(0.146) (0.122) (0.125) (0.740) (0.723) (0.705)
Month 9 —4.009 —2.838 —2.674 —4.091 —2.864 —-2.622
(0.142) (0.127) (0.127) (0.741) (0.725) (0.706)
Month 10 —3.686 —3.388 -3.078 —3.768 —3.415 —3.034
(0.135) (0.145) (0.141) (0.739) (0.728) (0.711)
Month 11 —3.040 —3.800 —3.490 —-3.121 —3.828 —3.447
(0.125) (0.1669) (0.161) (0.737) (0.733) (0.715)
Month 12 -2.870 -3.782 —4.059 —2.951 —3.812 —-4.017
(0.126) (0.170) (0.199) (0.737) (0.735) (0.725)
Month 13 —1.447 —2.978 —3.081 —1.526 —3.009 —3.038
(0.114) (0.143) (0.154) (0.735) (0.729) (0.725)
Month 14 —3.576 —3.959 —3.872 —3.653 —3.988 —3.830
(0.172) (0.198) (0.202) (0.746) (0.741) (0.726)
Month 15 —3.666 —6.072 —4.172 —3.748 —6.104 —4.131
(0.185) (0.519) (0.236) (0.750) (0.884) (0.736)
Month 16+ —4.586 -5.379 —4.716 —4.683 —5.418 —4.684
(0.151) (0.183) (0.171) (0.746) (0.739) (0.720)
—2* Log likelihood 53,513 53,496
# Child-months 161,122 161,122
Children 14,869 14,869

Reports parameter estimates (standard errors) from hazard model of the probability mother
returns to work in each month after childbirth. Sample includes children under 28 months old,
who were born in 2001-2002 in cycle 5, in 1999-2000 in cycle 4, and in 1997-1998 in cycle 3 of
the National Longitudinal Survey of Children and Youth. Estimates include province effects. All
estimates are weighted by sample cross-sectional weights. To ease comparison, a constant value of
2.95 was added to all of the month parameters in Model 2, to reflect the shift in intercept due to
inclusion of employment rate variable
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