Return to Work after Childbirth: does Parental Leave Matter in Europe?

Chiara Pronzato

Dondena (Bocconi University)

Abstract

This paper investigates the role of the extendedmnpal leave in the return to work for mothers of

newborn children. Exploiting the variability in paks offered by the European countries, the paper
studies the influence of statutory leave charasties - length of the job-protection and payments
during the leave-period - on the hazard of retigrim work at different ages of the child. Results

suggest that longer periods of job-protection iaseethe hazard of returning to work; on the other
hand, providing paid leaves increases the probglufiremaining at home during the first year éé li

of the child.
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1 Introduction

Statutory parental leaves have been introducelenaist 30 years in all European countries in otoer
extend the period of job-protection, allowing bgrents to care for their child after the maternity
leave period has expiredProponents of these policies claim that statuteaye results in healthier
children and a better position for women in theolalmnarket, while opponents state that these
restrictions may adversely affect women’s cared@ifse expected impact of leave from work on
maternal employment is ambiguous. On the one haatdlpws women to have a break to care for the
child and its absence could persuade some womertonparticipate in the labor market. It also
guarantees the return to the previous job so tiegt tlo not lose specific human capital. On therothe
hand, it may withdraw women from the labor marlatlbng periods, with negative implications for
their future employability, wages, and career. Ehe$fects are not clear a priori (Klerman and
Leibowitz, 1997; Berger and Waldfogel, 2004) anddexl to be tested empirically.

The object of this paper is to investigate the atffef statutory parental leave on mother’s podihbir
employment. Previous research on this topic inUlgecontext shows a small influence of statutory
leave duration on women'’s time out of labor forttait et al., 2007; Hashimoto et al., 2004; Baum,
2003; Klerman and Leibowitz, 1997), while the Canadexperience indicates a larger effect (Baker
and Milligan, 2005). One explanation put forwardhat where statutory leave is shorter (e.g. 12kaee
in US) we are less likely to observe an impact twaere statutory leave is longer (from 17/18 weeks
to 29/70, in the Canadian casBgsides the duration, another important aspecake into account,
when analyzing statutory leave’s effects, is thecpss of self-selection into jobs covered by leave-
regulations (Hashimoto et al., 2004; Baker andilyih, 2005): women who have access to jobs with

maternity rights may have unobservable charactesisthich also affect their post-birth decisions.

The first country to introduce the parental leav@svBweden in the mid 60’s. Only mothers were dbgiBathers were
allowed to share the leave from 1974 (Gustafss®84 )L
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In this paper, | exploit the variability in poligecross EU countries, in terms of length of tlaedeand
payments during the leave-period. | compare woméh gimilar human capital characteristics and
household conditions but in different countries] aonsequently subject to different leave regutetio
The EC directives require a minimum of 3 monthparental leave, but permits degrees of freedom for
additional time, payments, and flexibility in thening. And, indeed, the features of statutory ptaken
leave differ substantially across Europe: its langinges from a minimum of 3 months to a maximum
of 3 years, and the wage replacement ratio varees 0% to 100%. The conditions required to qualify
for the leave vary across countries, but women witHeast 1 year of employment are generally
covered.

A comparative study on maternity leave’s effeas heen carried out by Ruhm (1998), who compares
employment rates and wages among women and meth ggssmparison group) in different European
countries, and shows how maternity leave’s avditgbis associated with an increase in women’s
employment but a reduction in their relative wadestead, my paper focuses on the effect of statuto
parental leave (the optional leave which temportlpws the maternity leave) on mothers’ return to
work across Europe.

Understanding the economic consequences of statlgave for women is relevant to policy for at
least two reasons. First, it is important to untderd whether leave policies may be used to enhance
female labor market participation, especially iumies with a low participation rate relative teet
60% set by the Lisbon strategy (Council of the Ppesn Union, 2000). Second, it is important to
evaluate whether they may be used as instrumemiske parents spend more time with their children
(Baker and Milligan, 2008). Parental care, espbciduring the first year elapsed from childbirth
(James-Burdumy, 2005), has been shown to be impdida the child’s development: a reduction in

infant mortality (Ruhm, 2004), more breastfeedimgl &hild immunization (Tanaka, 2005; Berger et



al., 2005), better cognitive outcomes (Gregg et 2005; Ruhm, 2004), and better educational
outcomes (Ermisch and Francesconi, 2002) have dieserved.

In this paper, employment decisions of mothersraftéldbirth are analyzed, using the European
Community Household Panel and treating the dataa isurvival perspective. The institutional

background of different European countries is presg in Section 2 and the methodological
framework in Section 3. The ECHP data are illusttain Section 4, while Section 5 comprises the
empirical estimations. Sections 6 and 7 compareirgtedoret the results across countries. Concligsion

follow (Section 8).

2 The Institutional Background

Parental leaves extend the period of job-protect@biowing both parents to care for their childeaft
the maternity leave period has expired. The ECctires require a minimum of 14 weeks of maternity
leave and 3 months of parental leave (Table 1).l&Mie length of maternity leave and its wage
replacement ratio are quite homogenous among desnparental leave differs substantially in terms
of length, paid period, and incentives for fatheeie-up. With respect to mothers’ take-up, matgrni
leave is used by almost all of them, while the edé&zl parental leave is optional and, given the amou
of benefits, its use depends on mothers’ consg@nt preference¥he conditions required to qualify
for the leave vary across countries, but women \&itteast 1 year of employment are likely to be
covered® We observe for Belgium, Portugal, and the Netheisathe minimum period of 3 months for

each parent while very long leave of 2|3 yearstexis France, Spain, Austria, Germany and Finland.

2 In almost all countries women need to be empldgedat least 1 year to have the right to the paleleave, in some
countries with the same employer. The most restéatequirements are in Portugal where both theemqarhave to be
employed, while the least restrictive are in Austivhere they only need to show they are eligibtefdmily allowances
(De Henau et al., 2008).
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For some countries, parental leave includes thiet tig be paid during the period surrounding the
childbirth, with payment related to the previousgeale.g. Finland and lItaly) or as flat rate (e.g.
Austria). The right to leave can be individual or family bésim the first case, if one parent does not
take the leave, it is lost for the family. In tlsiense, parental leave could play an importantirote-
distributing the work division in the couple anaproting gender equality (see last column in Tabie 1
short leave, well paid and with no possibility tartsfer months from the father to the mother, could
lead fathers to share this task more frequenthallitountries, the parent’s job position is progelc
during the whole leave, with the exception of Spaihere the protection covers just one year.
Moreover, in some countries women are allowed ke @nly part of the leave and to work a reduced
number of hours; or allowed to postpone the leatd the child is older, rather than immediatelyeaf
childbirth (De Henau et al., 2008).

For simplicity, |1 only study the first transitiommoim non-employment to employment and observe
whether the availability of these arrangementsugrices when women decide to return to work. In
particular, the focus is on the effect of two cleteastics of statutory leave: the duration of job-
protection and whether or not women receive govemintransfers during the leave-period. To the
author’s best knowledge, in all countries analyzedental leave arrangements were introduced before
the first wave of the utilized survey and duratemd payments have not been substantially changed
during the years of the survey. The only exceptamesireland and the UK where parental leaves were
introduced, respectively, in 1998 and 1999.

Another policy which does not constitute the objetcthe study but can affect return to work is the
availability of childcare. The possibility of worlg when the child is young is constrained by the
availability of childcare and, later, by the prerpary and primary school system. Better accessite c
services for children as well as high quality ama tosts can decreadee cost of working for mothers,

discouraging them from looking after the child ainte. Large differences emerge in the public



availability of childcare among European countriespecially for children under 3 (Table 2). When
comparing return to work for women from differesuatries in Section 7, availability of childcarellwi

be taken into account.

3 The Methodological Framework

Suppose a woman makes her labor market participdgaisions in order to maximize the household’s
lifetime utility. When out of employment househaldility u (measured in terms of consumption
goods) depends on the husband’s income (when @rtagrship), on her private income and on her
productivity at home, which varies with the numbed ages of children. When in paid employment,
the wage she receives in the labor market is aitiawoa determinant of household utility (Ermisch
and Wright, 1991).

After childbirth, she decides whether or not to kvaccording to the wage offers she receives, which

are assumed to be from a distributibiiw, X) whereX represents fixed characteristics of the woman.
Let V,(X,H) be the expected discounted lifetime utility whest m employment and/;(X,H,w)

when employed at wage in a household with characteristics representeti.bihe expected value of

the best option, over an infinite span of lifegigen by
T(X) = jmaxNZ(X, H),V,(X,H,w)}dF(w, X) 1).

Burdett et al. (1985) show that there is a stoppinig which guarantees the existence of this

maximum: she will decide to be employed if and ahly,(X,H,w) >V, (X,H), whereV,(X,H,w) is



strictly increasing inw. Burdett et al. (1985) derive that the corresppgdnaximizing strategy is

characterized by a reservation wage functie®X,H) so that she decides to be employed
ifw>z(X,H). When she has a child, the reservation wage nsgyas motherhood increases the

demand for her time in childcare activities, omifly decrease as a consequence of the increased
demand for market goods required for home prodoctibhen time out of the labor force passes,
women tend to lose some labor force related hurapitad, with a negative impact on the mean of the
wage offer distribution. At the same time, the dHilecomes less time intensive, with a consequent
lowering of the reservation wage. Maternity andepéal leave rights may guarantee the mother a
return to her former job for a certain period of¢i (and therefore she has the probability of recgiv

an offer of 1), while any associated transfers imithease her reservation wage. On the wholenaes ti
since childbirth passes, her participation behaweill depend on the relationship between the lass
human capital which affects her potential wage,ltiss in her productivity at home (due to the child
age), and the existence of maternity/parental leig¥s, which affect her reservation wage.

In the first part of the analyses, | estimate aiced form model of labor market participation faclke
country separately (Section 5) in order to highligtiferences in the timing of return to work amd i
the impact of other variables. | then predict thevvor functions for women with different level of
education in each country and compare them gralbhi&ection 6). Finally, | pool observations from
all countries and include directly variables refbte the length of the job-protection and payments
during the leave-period in order to identify thepmet of such characteristics on the hazard of metgr

to work (Section 7¥.

% Gutierrez-Domenech (2005) and Kenjo (2005) usecastep procedure for analyzing mothers’ labor raagarticipation

after childbirth. They first analyze a number ofintries separately and then explain different coesitperformances by
looking at the development of policies over timenfo (2005) plots the predicted probability of lgeet work for some
“typical” women, with children born in the 80’s and the 90’s, and comments how different averageabi®rs may

depend on policy changes between the two decadgter@z-Domenech (2005) takes the coefficientthefyear dummy
variables from the country regressions (which amxips for the socio-economic environment) and esgrthem on a
number of explanatory variables, such as femalerlabarket participation, percentage of female pane workers, a
parental leave indicator, a taxation system indiGatc...
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In the first step, the dependent variable is theetelapsed since childbirth until re-entry in tabdr
market. The higher the probability of returning to worketsmaller this duratiorin this study the
event of interest, the transition from non-workatork, may occur at any particular instant in tirbat
data are provided in discrete intervals of timejolvHeads to the use of a discrete hazard moda&. Th
selected sample is a random sample of women fraanmbment of their child’s birth onwards,
followed until the spell ends or until the end lo¢ tsurvey. These latter observations are rightareds
Suppose the time is divided in equal intervals ofdnth, every interval indexed by a positive intege
Let T be called the time spent out of the labor markete hazard of returning to work, asdthe
survivor function associated with Every woman’s spell is observed from the firstntioafter birth
through to the end of th'&‘ month, at which pointer spell is either completed<1) or right censored
(ci=0).

The hazard rate for a womais given by

hy =Prl =jIT 2 ] ),
which is the probability of leaving the non-empldystate in the intervd|-1, j], given that she has not
worked untilj-1.

The likelihood contribution for a censored spelgjigen by
. . ]
L, =Pr(T; >J):S|(J):H(1_hik) (3,

while the likelihood contribution for a completeoed is given by



j

h.
L =Pr(M =J)=hS (] _1)=ﬁ i @-hy) (4).

ij k=

so that the likelihood for the whole sample is éqoa

L= ”[(%) D(l—hk)l ©)

This implies that

logL = chog( ‘)+ZZIog(1 h,) (6).

i=1 k=1

This expression has the same form as the likelifoo@ common binary regression (Jenkins, 2004),

whereyy is equal tal whenci=1 andT;is included in the intervd]-1, j]:

n

gl =33 Iy logh, +(1-y, )log(-h,)] @.

i=1 k=1

The hazard ratéh may depend on the time already spent out of empéoy and on some other
characteristics of the woman, the household andstimgal and economic environment she fades.
choose a complementary log-log hazard specificatwmich is consistent with a continuous time
model and interval censored survival time datakiden 2004). The hazard rate into work for a woman

I at timej is given by

hy =1-exp[-exp@ +7, + BX; + H, + AE + {] (8).



That is, the hazard is a function of the charasties of the womanX), and the householdj, the
regional economic environmeriE) and time spent not working)( which corresponds to the age of

the child. The model is estimated with a woman-Sgewariable 7, which follows a normal

distribution and is assumed to be independent foath time and the other explanatory variables
(Lancaster, 1979; Nickell, 1979).
After having estimated the return to work sepayat®f country (Section 5), | predict the survivor

function out of the labor force for some typicalmen, when the child is 0-4 years old

~ J ~

Sy = l:l @~ hgz) (9)

where z indicates the country of residengethe elapsed time from birth argda “typical” woman
comparable across countries (Section 6).

Finally, I pool observations from all countries test whether parental leaves characteristics
significantly affect the hazard to work (Section 79 this aim, the age of the chidn equation (8) has
been interacted with the characteristics of theugiay leave to assess whether women with the tght
the job-protected and paid leave differ signifitaim the timing they return to work. All other cwoal
variablesX, H, E— see equation (8) — are allowed to have differapacts across countries through the
inclusion of country dummy interactions. The chégdstics of statutory parental leaves are shaged b
all women in the same country, given the age ofcthitd. If there are unobservable characteristics a
the country level, then the error terms resulteated within countries, causing the standard srobr
the estimated coefficients to be biased downwar@ulddn, 1990). Therefore, the bias has been
corrected by adjusting the estimates of the stahdeors of the coefficients to account for the -non

independence of observations within each countriyn@et al., 2007).
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The advantage of using different countries wheeeritjht is universal instead of one country whéee t
right is given according to particular agreemerststiat avoids the problem of women selecting
themselves in certain jobs with preferred familjiges (Berger and Waldfogel, 2004; Hashimoto et

al., 2004).

4 The Data

For the empirical analysis | use data from the Ream Community Household Panel (ECHP), a
dataset provided by Eurostat which covers a widgeaof topics and allows a comparison of the
European member countries for the years 1994-2001.

The sample is composed of women who have a chitthgluhe time of the survey and who have

worked befor& the dependent variable is defined as the duraiibmonths, between birth and return

to work. There is no information, in the surveypabthe take-up of the leave and the coverageeof th
leave.Women working before childbirth are assumed tollgghde for it.

The study includes ltaly, Greece, Spain, Portugednce, Belgium, Austria, UK, and Finland. The

remaining countries cannot be studied because sging monthly information concerning the date of
birth or the employment pattern.

In order to see when mothers return to work afearifig a child, two different and complementary

sources of information are used: the job informatitated at the moment of the interview, and the
monthly employment calendar, reported for the pesicalendar year. The aim is to understand

whether they are actually working in the periodreunding the birth and not whether they “hold” a

4 Women, either working the previous wave or havirmgked in the last two years, are included in tmsle.
® German and Danish datasets do not comprise thiabl@amonth of birth, Dutch and Luxembourgian daetaslo not
include the employment calendar, while the Swedgtiaset is not a panel.
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job, since policy makers may be concerned with qt@kloss in human capital, and potential gain in
child’s health, which depend on how much time thegually spend at home (Klerman and Leibowitz,
1994). Many women are employed but not at work. eguently, hours of work, hours of care, and
earnings are cross-checked. A woman is consideaeavork” when she works at least 15 hours a
week, cares for her child less than 9 hours a dag,her earnings are different from zero. For women
returning to work, about 90% have complete infororatabout employment activities in the months
between that interview and the previous one. Fesghwomen it is possible to determine the month
they started working. For the other 10%, the medpomt in the interval of time between the two
interviews is imputed. For women not returning lte tabor market (right-censored observations), the
date of the final interview is the end of the spell

In order to study which factors make women moreljiko return to work, | estimate a hazard discrete
function, specified as a complementary log-log nhedth random effects as described in the previous
section. The regressions are estimated for eachtrgogeparately. With reference to equation (8)
variables related to the woman, her household laadetgional economic environment are considered.
In the hazard function woman'’s level of educatiod &er age at birth are first included. Then age of
the child in years, its square and its cube, askuded to test if the hazard of employment increase
decreases with time, and how this pattern variessaccountries. Since parental leave was introduced
in Ireland in 1998 and in UK in 1999, a dummy vhleais defined equal to 1 to indicate that the
woman is eligible for it. Household income, which éxpected to have a negative effect on the
reservation wadeis also controlled for. Although potentially emgmous, two variables regarding the
fertility decisions of the woman are introduceditanmy variable indicating whether this birth igratf
birth and a dummy variable indicating the birth asfother child during the out-of-work spell. By

including the variable “first birth”, the effect tiie regressors is assumed to be the same foirtak,b

® Income is measured in PPP (purchasing parity powesvided by Eurostat, in order to be comparalsi®ss different
countries.
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except for a shift parameter captured in this \@eiaAn alternative could be to include only women
after their first birth but, that would reduce tsemple and the possibility to observe the same woma
more than once makes it easier to identify unolezkerheterogeneity. Finally, the regional
unemployment rate is included in order to take mtoount the economic environment which women
face. The regional unemployment rate is drawn fRIEGIO, a dataset from Eurostat which provides
descriptive statistics on each country’s labor reiriear by year, region by region. All covariates
change over time, with the exception of level ofietion, age at birth, and the dummy “first birth”,
which are constant over the spell.

In Table 3 the characteristics of the samples anmensarized at the beginning of the spell. The cguntr
samples’ size ranges from a minimum of 399 spells,496 month-observations, Austria) to a
maximum of 911 spells (20,610 month-observatiopsjrg.

The percentage of mothers returning to work byehd of the basic maternity leave varies from a
minimum of 22% in Austria to a maximum of 60% inrRigal” Indeed, these two countries represent
two extremes for what concerns rights related éopairental leave: the Austrian government offers up
to 18 months of paid leave while the Portuguesersfbnly 3 months, unpaid, with the exception ef th
first week. The “first birth” variable reflects f#rent levels of fertility in Europe: a high pertage
(around 55%) of first-birth children is observedcountries with a low fertility rate like Italy, @ece,
Spain, Portugal, and a lower percentage of fidikhildren (below 45%) in countries with a higher
fertility rates like Ireland, Finland and Belgiutdousehold income is generally higher in Northerd a
Central Europe than in Southern Europe. A womanésage age at birth goes from a minimum of 28
in Austria to a maximum of 31 in Finland, Irelarahd Italy. However, in Finland and Ireland, the
relatively old age at birth may be explained by kuge proportion of women not at the first child

(57% in Finland and 65% in Ireland) while this @ the case for Italy (only 43% of women not astfir

 All women are assumed to use the basic matemityd so that they are at risk of working from tHevbnth.
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child). Level of education differs greatly acrossuntries; with the percentage of highly educated
women exceeding 40% in Belgium, Finland, Greece, dikd France, while lower than 30% in the
remaining countries. Portugal is the only countrdyeve more than half of mothers have less than

secondary schooling.

5 Model Estimates

Table 4 presents a cross-country comparison ofi'shdge when mothers re-enter the labor market.
Overall, in Europe, at least 25% of new mothersvaoeking when the basic maternity leave has
expired. The few exceptions are represented by wamd@ustria and Finland, who return to work at a
slower rate, probably influenced by the generoatustry parental leave for which they are eligible.
On the other hand, in Belgium and in Portugal asi&0% of women are working by the time the child
is only 4 months old. In almost all countries atdieone-half of mothers are working when the cisild

3 years old. In Italy, Spain, Greece and Ireland itot possible to observe the first 75% of thexokb

in the labor market.

The estimated parameters of participation hazatdtens are reported in Table 5. Highest levels of
education have positive and significant effectshenhazard of returning to work: women with a highe
opportunity cost associated with maternity tendtart working very early after birtithe impact is
very strong in Southern European countries andeiand while is small and insignificant in Finland.
This is consistent with the finding that the effe€imother’s education is usually found weaker weher
policies are more generous (Gustaffson et al., 1G@8errez-Domenech, 2005; Kenjoh, 2005).

As the child grows up, the likelihood for a wom@nwork depends on the relationship between the

decline of the potential wage and of the resermatvage, which depends on her productivity at home
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and on the statutory leave schemes. The sum of #iféscts is estimated by looking at the impact of
the time spent out of the labor market. In all gpadl countries, the hazard to work decreases when
time out of paid employment passes by. The squemed is positive and significant indicating that,
after some time, the negative effect is becomiisg End less negative. This happens before the child
turns 2 in Austria and Finland, and after age Gigece, Spain and the UK. The cubed term is negativ
again, implying a slower return to work for mothefschildren older than 5 years old who are siiit o

of the labor forcé.

Looking at the household characteristics we fintegative effect of household income on the hazard
rate into work, as expected, but insignificant imsincountries. In most countries, the first birth
compared to subsequent ones raises the hazardvortg with the exception of Finland. Lengthy
leaves introduce the possibility for women to haweltiple children before returning to their job.
Indeed, the effect of the birth of another childhegative in countries with long parental leave lik
France and Finland: in these countries the womandezide to have only one career-break, giving
birth to the second child before entering the labarket. In the French case, the leave is paid famly
the second child. In Finland, she receives moregers benefits in the first 6 months of the lednant

for the rest of the period. When significant, tegional unemployment rate has the expected negative
sign. The dummy variable “EC directive” has a gesitand significant effect in the UK, where
parental leave has been introduced in 1980 mothers, with the addition of this period of Veaafter

the basic maternity leave, seem to return sooner.

8 Several specifications of the time dependence baee tried. One alternative way of taking intocant the age of the
child is including age dummy variables. Howevecluding three dummy variables indicating the fitee second and the
third year of life of the child would not fit theath as well as including the age, its square anclibe.
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6 Comparing Mothers’ Return to Work across Europe

In order to facilitate interpretation of the resulthe predicted probabilities of being at work jgiated

for comparable women across countries. The prabatf being back to work is given by the
complement of the survivor function at any montépsked from birth (see equation (9)). In Figure 1,
the cases of three women 30 years old, at thectiikt, with different levels of schooling are sifated

in each country, with median household income bgllef education, and with an unemployment rate
equal to the one stated in EUROSTAT statistic2fa1. In this simple way, an idea may be given of
the level of labor market participation among newtmers in different countries when they have the
first child. An investigation of the role played mducation can ascertain how the reconciliation
between work and family depends on the woman’s adteristics rather than on the social
environment.

Figure 1 indicates that in countries with generstasutory parental leave (Finland and Austriagrge
proportion of mothers is out of the labor markeeathildbirth. About 70% of mothers with a medium
level of schooling are at home one year after tinitld in Austria and Finland. In Finland the payrsen
mothers receive during the 6 months is relatedhtr twage (a replacement rate of 66%), and it
decreases radically in the subsequent two and alfigibars to a fixed amount of money. In Austria
mothers are paid for the whole leave period (18thg)nand as already clear in the estimationsether
is not a large difference among women with difféisshooling.

In France, only 10% of women with secondary edocaséire not yet working when the child is 1 year
old, even though the leave is 36 months long. ray depend on not being eligible for transfers when
they have only one child. But women with at leasb thildren (including one younger than 3 years
old) who stop working or reduce their work hoursn cbenefit from the Allocation Parentale

d’Education which is a benefit paid until the yoasgchild is 3. This may explain why France has the
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highest average post first-birth employment comgangth other countries with long (and paid)
parental leave provisions and why, in France, tifierdnce in behavior between the first and the
second birth is very large (see Table 5), sugggstiat mothers of more than one child tend to atay
home after birth for a longer period.

The three countries with the fastest return to wam those in which women have the right to the
shortest parental leave (3 months in Portugal agidim, 4 in the UK). British women do not receive
any payment during this period; Portuguese womerpard only the first week, while Belgian women
receive lump sum payments for the whole period,ctvimay explain a higher percentage of women
(20%) out of the labor market when the child is éntins old compared to the British and Portuguese
women.

What emerges looking at Italy, Spain, Greece aelhmd, are the differences between the three types
of women: education plays a bigger role there thramost of the other countries. While highly
educated women return to work after birth, otheesraore likely to give up. This could be due to the
lack of protected leave which forces women to their job, to the low childcare availability or kess
favorable attitude towards women’s work in theseied@s. In contrast, in Austria and in Finland,
where long and paid leave is provided, the diffeesnamong women with different levels of human
capital are almost non-existent. Also highly edadaivomen seem to take the opportunity to care for
the child by themselves.

Generally, different leave arrangements seem tpesisarvivor functions in different countrieEhe
next section formally tests whether different poisth employment across countries is significantly

associated with the characteristics of statutorgial leave.
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7 The Effect of the Statutory Parental Leave on th&®eturn to Work

In this section, in order to identify the effect sithtutory leave characteristics on the return doky
observations from all countries are pooled andcgetariables are directly included in the model.oTw
institutional variables are included: a dummy Malea“job-protection”, which is equal to 1 when the
woman has the right to a job-protected leave uhtd previous month; and a dummy variable
“transfers” when the woman is eligible for transfan that month. The two institutional variablege ar
interacted with the child being 1 year old, 2 yealds and 3 years old. All other control variabdee
allowed to have different impacts across countileough the inclusion of country dummy
interactions.

Institutional characteristics (Table 6) seem toidortant determinants of the return to work for
mothers in Europe, relative to the impact of hunwapital characteristics. While there are no
differences during the first year of life of thelldnbetween women with and without the right tamh-j
protected leave, the hazard to work is signifigahtgher for women whose job is protected during th
second and third year of the child. Women who hastereturned to work by the first birthday of the
child and have their jobs protected are more likelgtart working again. The possibility of receiyi
transfers during the first year of life of the chihakes women return to work at a slower Pate.
Heterogeneous effects by level of education maglbe interesting from a policy point of view. By
estimating the model separately by level of edocafirable 7), we find that the positive effect olbq
protection, when the child is 2 years old, is matarly large for medium and highly educated women
while the positive effect of job-protection, whdretchild is 3 years old, is especially strong fox

education women. The negative effect of eligibitiytransfers mainly applies to women with medium

° The interaction between transfers and second/ifget of life of the child have been also includegbrevious analyses.
Since their effects do not appear significant ig sapecification and do not allow the convergencéhiznmodel for highly
educated women for the low number of cases, theg haen excluded from the specifications shown.here
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education. They probably face a higher opportucitgt from not working than lower-education
women and, at the same time, they are not attatthéte labor market as much as higher-education

women.

8 Conclusions

The aim of this paper has been to investigate ecafly the effect of statutory parental leave on
European mothers’ post-birth employment. Firstunetto work has been analyzed separately by
country: women with more human capital return mqreckly, while women with higher family
incomes return to work at a slower rate. The impEchuman capital characteristics seems to be
relatively larger in Italy, Spain and Greece wisiealler in Finland, where parental leave arrangeésnen
are more generous.

Exploiting the variability in policies offered bjpe¢ EU countries, in terms of length of job-protecti
and transfers during the leave-period, this paer dtudied the influence of statutory leaves on the
mother’s hazard of returning to work at differegea of the child. Institutional characteristicsrage

be important determinants of the return to workrfmthers in Europe, relative to the impact of human
capital characteristics. If the policy goal is twriease female labor market participation, we fhmat
longer periods of job-protection make women makelyi to return to work after a child’s birth. Iféh
policy goal is to increase mothers’ involvementchildren’s development, women in countries with
paid leave are observed to spend more time at hatheheir children during the first year of life.

While it is admittedly difficult to define similamwomen in different countries, cross-country
comparisons can help understand constraints tHatidluals face in different institutional contextsd

explain part of the large behavioral differencesesfded across Europe.
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For further developments on this topic, better datald be needed on monthly employment status,
together with information on monthly take-up of gatal leave, and related benefits, for mothers and
fathers. This kind of information would allow prseimeasurements of how many hours parents work
and how many hours they care for their child, at ame after birth. Two further characteristics of
statutory leave could also be studied, which angontant both from a “child” and “mother’s career”
point of view: the possibility of taking leaves arpart time basis, and the possibility of motherd a

fathers sharing leaves.
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Tables and Figures

Table 1: Statutory Maternity Leave and Parental Lease in Europe

Maternity leave

Parental leave

Average
replacement| Total leave Paid period Father's  Transferable

Period rate duration (% of the period months

(weeks) (%) (months)  total leave)  (months)
IT 22 80 11 55 6 0
DK 18 62 11 70 0 11
IE 18 70 6.5 0 3.25 0
UK 18 43 8 0 4 0
FlI 18 66 33 100 0 33
PT 17 100 6 8 3 0
EL 17 50 7 0 3.5 0
ES 16 100 36 0 0 36
FR 16 100 36 0 0 36
LU 16 100 12 100 6 0
NL 16 100 6 0 3 0
AT 16 100 24 100 6 18
BE 15 77 6 100 3 0
GE 14 100 36 67 0 36
SE 14 80 18 79 2 12

Source: De Henau, Meulders and O’Dorchai (2008).
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Table 2: Public Childcare in Europe

Infants Pre school aged children
(younger than 3 years old) (equal or older than 3 years old)
Coverage Public Opening Coverage Public Opening
funding hours funding hours
(%)° (%)° (per dayy (%)°* (%)° (per dayy
DK 55 75 10.5 90 75 10.5
SE 40 85 11 72 85 11
FR 39 78 10 87 100 8
BE 30 83 9 99 100 7
FlI 23 85 10 42 85 10
GE 9 82 10 73 82 6
PT 12 80 7 72 100 5
AT 10 82 7 70 82 6
IT 6 80 10 87 91 8
LU 3 83 9 76 100 5
EL 3 80 9 48 100 4
ES 5 80 5 77 100 5
IE 2 100 9 50 100 4
NL 2 65 10 66 100 7
UK 2 94 8 60 100 5

Notes:? Percentage of slots per 100 childréRercentage of costs covered by public fundimdumber of hours covered
per day in European countries. Source: De Henau)dées and O’Dorchai (2008).
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Table 3: Descriptive Statistics

Tertiary Secondary HH

First ~ Unemployment Number Number of

Work  Age education Education Income child rate of spells observations

(%) (%) (%) (PPP) (%) (%)
Fl 24.7  31.0 51.0 39.7 15615 43.0 111 526 9,544
UK 43.3 2938 42.8 14.2 20826 49.9 6.8 879 17,153
IE 349 311 19.6 53.0 20368 34.9 104 644 13,531
BE 57.8 30.6 60.1 28.9 24039 43.4 10.1 519 5,633
AT 221 282 11.3 68.7 27702 51.4 4.0 399 11,496
FR 43.3 299 38.4 40.1 21314 47.4 10.8 893 14,637
IT 48.1 312 12.8 53.2 18294 56.9 11.7 896 13,318
EL 39.2 291 43.5 335 16959 53.2 9.8 543 10,762
ES 274 304 28.3 23.1 17719 54.9 19.8 911 20,610
PT 60.4  28.3 11.3 19.0 13679 58.0 5.5 773 7,688

Notes: Descriptive statistics of the samples, fhendnth after childbirth.

Table 4: Survival Times

First quartile

Median survival time

Third quartile

survival time survival time
(months) (months) (months)

Finland 9 22 42
UK 4 10 72
Ireland 4 35 -
Belgium 4 4 22
Austria 11 36 90
France 4 14 75
Italy 4 7 -
Greece 4 19 -
Spain 4 46 -
Portugal 4 4 22
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Table 5: Model Estimates (Finland, UK, Ireland, Begjium, Austria)

Finland UK Ireland Belgium Austria
Age of the child -0.280%*** -0.275%** -0.340%** -0.397*** -0.234%**
(months) (0.040) (0.028) (0.042) (0.052) (0.036)
Squared age of the  0.012*** 0.007*** 0.010*** 0.012*** 0.008***
child (months) (0.02) (0.001) (0.001) (0.002) (0.001)
Cubed age of the -0.000%*** -0.000*** -0.000%*** -0.000%*** -0.000***
child (months) (0.000) (0.000) (0.000) (0.000) (0.000)
Age of the woman 0.034 0.642*** 0.320 1.043%** 0.024
at birth (years) (0.158) (0.155) (0.215) (0.318) (0.142)
Squared age of the 0.000 -0.008*** -0.004 -0.017*** -0.000
woman at birth (0.002) (0.003) (0.003) (0.005) (0.002)
(years)
Tertiary 0.465 1.074%* 2.982%** 2.493*** 1.099**
education (0.309) (0.255) (0.458) (0.442) (0.502)
Secondary 0.389 0.344 1.905*** 1.438*** 0.405
Education (0.298) (0.337) (0.351) (0.449) (0.334)
(Lower than
secondary
education)
HH income -0.092 -0.172%* -0.178** -0.026 -0.049
(/20,000 PPP) (0.058) (0.062) (0.090) (0.057) (0.052)
First birth -0.394** 1.629%** 1.395 *** 0.450* 0.750***

(0.164) (0.201) (0.280) (0.233) (0.258)
Another child -0.962*** -0.034 0.030 0.649 -0.492

(0.270) (0.304) (0.423) (0.445) (0.311)
Unemployment -0.068** 0.032 0.065 -0.058* -0.192
rate (0.030) (0.044) (0.055) (0.034) (0.154)
EC directive 0.535** 0.622

(0.245) (0.412)

Constant -2.238 -13.339%** -9.527 *** -16.165*** -2.997

(2.475) (2.377) (3.441) (4.942) (2.257)
Observations 9,544 17,153 13,531 5,633 11,496
Sigma, 1.038 2.449 2.484 2.030 1.838
Log likelihood -1,561.033 -1,764.976 -1,024.194 89B7 -1,078.539

Notes: Discrete hazard model; standard errorsanlats (*** significant at 1% level, **at 5%, * d10%).
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Table 5 cont.: Model Estimates (France, Italy, Greee, Spain, Portugal)

France Italy Greece Spain Portugal
Age of the child -0.311%** -0.309*** -0.262*** -0.186*** -0.353***
(months) (0.033) (0.040) (0.042) (0.032) (0.047)
Squared age of the  0.010*** 0.009*** 0.007*** 0.005*** 0.012***
child (months) (0.001) (0.001) (0.001) (0.001) (0.002)
Cubed age of the -0.000%** -0.000*** -0.000*** -0.000*** -0.000***
child (months) (0.000) (0.000) (0.000) (0.000) (0.000)
Age of the woman 0.329 0.652** -0.229 -0.011 0.434***
at birth (years) (0.215) (0.258) (0.287) (0.269) (0.165)
Squared age of the
woman at birth -0.004 -0.009** 0.006 0.002 -0.006**
(years) (0.003) (0.004) (0.005) (0.004) (0.003)
Tertiary 1.644** 2.120*** 2.944%** 3.581** 2.020***
education (0.321) (0.443) (0.493) (0.367) (0.450)
Secondary 0.694** 1.380*** 1.830%** 2.017** 0.852 ***
Education (0.302) (0.286) (0.475) (0.351) (0.327)
(Lower than
secondary
education)
HH income -0.117* -0.190** -0.218** -0.152 -0.096
(/10,000 PPP) (0.059) (0.087) (0.104) (0.094) (0.101)
First birth 2.179** 0.561** 0.326 0.750*** 0.735***
(0.232) (0.230) (0.288) (0.271) (0.245)
Another child -2.127%x* 0.633 0.408 -0.372 0.152
(0.510) (0.478) (0.459) (0.479) (0.470)
Unemployment -0.018 -0.026 -0.004 -0.049** 0.010
rate (0.042) (0.017) (0.072) (0.022) (0.064)
Constant -8.093** -12.362*** -1.481 -5.566 -7.104%**
(3.395) (4.137) (4.327) (4.161) (2.537)
Observations 14,637 13,318 10,762 20,610 7,688
Sigma, 2.529 2.880 2.958 3.067 2.454
Log likelihood -1,625.752 -1,468.622 -958.010 -BA&F7 -1,267.611

Notes: Discrete hazard model; standard errorsaolats (*** significant at 1% level, **at 5%, * d10%).



Table 6: Effects of Statutory Leave Characteristicon the Hazard of Returning to Work

Pooled countries

Parental leaves’ characteristics

Job-protection during the first year 0.591
(0.566)
Transfers during the first year -0.578*
(0.322)
Job-protection during the second 1.167***
year (0.332)
Job-protection during the third year 1.972%**
(0.328)

Control variables

Childcare availability -0.008
(0.012)
Age of the child (months) -0.551%**
(0.114)
Squared age of the child (months) 0.016***
(0.004)
Cubed age of the child (months) -0.000***
(0.000)
Age of the woman at birth (years) 0.222***
(0.040)
Squared age of the woman at birth -0.003***
(years) (0.001)
Tertiary education 0.793***
(0.034)
Secondary education 0.286***
(0.005)
(Lower than secondary education)
HH income (/10,000 PPP) -0.135***
(0.014)
First birth 0.293
(232)
Another child -1.515%**
(0.158)
Unemployment rate -0.027***
(0.003)
Constant -2.986
(1.458)
Observations 124,372
Log likelihood -14,025.581

Notes: Discrete hazard model; standard errorsanlats, adjusted for clustered observations (*§hgicant at 1% level,
**at 5%, * at 10%). Interactions between countryrday variables and age of the child, of the motteel of education,
household income, unemployment rate and fertilitgracteristics are included but coefficients areraeported. Reference
country: France.
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Table 7: Effects of Statutory Leave Characteristicon the Hazard of Returning to Work, by

Level of Education

Lower than secondary Secondary Tertiary
education education education

Parental leaves’
characteristics
Job-protection during the 0.593 0.402 0.850
first year (0.628) (0.568) (0.566)
Transfers during the first -0.474 -0.877*** -0.517
year (0.360) (0.330) (0.318)
Job-protection during the 0.655** 1.007** 1.784%x
second year (0.257) (0.476) (0.293)
Job-protection during the 2.145%** 1.867*** 1.983***
third year (0.339) (0.376) (0.349)
Observations 54,077 45,191 25,104
Log likelihood -4,507.658 -5,102.779 -4,243.856

Notes: Discrete hazard model; standard errorsanlats, adjusted for clustered observations (*§hgicant at 1% level,

**at 5%, * at 10%). All control variables and ingations (as in Table 6) are included but coeffitdeare not reported.
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Figure 1: Survivor functions, by Age of the Child,Level of Education, and Country

Portugal UK France Belgium
8 |
—l
2 A
\
L |
AN
o4 \ \\\_\__‘__—__—_..-_..___
Italy Ireland
o
S 4
—
R
a4 |\ \
\ N
W\ Ve —
VN N T — -
o - S———_- T E=- T T e T e e e e
T T T T
0 50 0 50
Austria Finland
o
S 4
—l
o |
[To)
o
T T T T
0 50 0 50
Number of months
Less than secondary education @~ — ———— Secondary education @~ =====-=-=-= Tertiary education

31



