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Figure 1: Ratio of Essential Childcare Costs to Consumer Price Index

From the capitalist point of view, the unpaid aspect of socially reproductive work within the
household creates a positive externality. Capitalists benefit from the use of labor power without
fully paying for its reproduction. For the working class, a number of negative externalities can
emerge since they bear the additional, and uncompensated, social costs of reproduction,
especially when the structure of the labor market requires that several members of the household
work long hours for low pay (Moos 2017). The low social cost, relative to the large social
benefit, results in an under-provisioning of the support needed for children to become future
productive workers of society. If the source of investment does not equate to the final effect of
the investment, the market is inefficient and could benefit from government intervention (Penne
et al 2020). The discrepancy between benefits and burden regarding parental labor gives
significant preference to capitalists in the mode of production, as well as nonparents in general.
To remedy this, the government can assume its advisory role in the market system and mark
boundaries, or, in this case, implement benefits that promote a more equal distribution of

parental labor (Folbre 2020).

CHAPTER 2: CONTEXT WITHIN THE UNITED STATES

The history of the United States contains societal norms that have played an important part in

defining gender roles.
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2.1 Pre-World War 11
Before World War 11, social expectations placed fathers in the role of primary breadwinners and

mothers as primary caretakers. The economic burden of income-producing labor fell heavily on
men, while the social and private burden of sustaining the whole household, and the working
man, fell upon women. This structure was reproduced culturally through advertisements, TV

shows, and magazines.

Advertisements of household items, such as vacuum cleaners, presumed that only women would
use them, while simultaneously assuming that a man would be purchasing the goods (Alcantra
2011). Through these forms of media, society instilled in women a fear of being unfeminine
because that is not what the husband desired of them (Friedan 2010). Magazines targeted
housewives, perpetuating gender biases: education, a career, or general independence, was less
important than being feminine and caring for their husbands and families. Fictional stories often
depicted heroines as working women, but only at the expense of losing their husband and
family. Targeted audiences — mainly women who did not work — were inclined to avoid the
potential repercussions involved with looking for economic activities outside of their home

(Friedan 2010).

The prevailing culture also stressed the importance of a one-income household. As a result,
women, including mothers, assumed a subordinate role to their male counterparts that led to
different standards, expectations, and opportunities. The main outcome was limited economic
opportunities but also a reduced or null participation of women in politics. While many voters
criticized the ability of female politicians to manage both a career and family, no one reverted to
this thinking when assessing the abilities of male candidates (U.S. Government Printing Office
2007). Women were constantly defending themselves when asked about participating in any

activity beyond the private sphere.

2.2 World War II As A Catalyst
The Second World War allowed women to enter the workforce, replacing the men who left the
labor market to serve in the military. Sixteen million men mobilized to fight for their country,

forcing firms to hire female labor, thus normalizing women’s participation in the labor force
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(Acemoglu et al 2004). After the war, many women left the labor force, but it didn’t last for
long.

The women’s rights movement of the 1960s helped to concretely shift the perception of men
and women. Many women, determined to make their lives less constrained, actively
demonstrated and challenged the long-standing traditional notions of motherhood and marriage
(Friedan 2010). Before the movement, the typical employee was male, who often “had support
systems at home, usually a wife and family” (Romzek 1991). The movement successfully led to
an increase in economic independence for women. Given the emergence of dual-income
households, the single-income household dynamic was no longer apparent. For working women,
work and family responsibilities had begun to overlap, since much of the household burden was

still on them. The situation was more acute for working mothers.

By the end of the 1960s, a shift of the burden of paid labor contributed to an increase in
economic equality within the workplace. The public conception of a typical household involved
a career for both partners. Many public images of what a typical household looked like started to
involve both partners having a career. Although rarely depicted in society, the divorce rate rose;
single mothers became more common, and less stigmatized (U.S. Government Printing Office

2007).

It can be argued that the women’s rights movement dissolved the economic class division by
allowing women to pursue whichever career they desired. However, the acceptance of women in
the labor force did not result in an increase of the contributions made by men in their
households. There was a broad refusal by men to share the burden of domestic work.
Consequently, women came home to a “second shift” of labor: the first being economic
activities, and the second burden being housework that, in fact, increased gender inequality
(Bianchi et al 2012). Arlie Hochschild defines the “second shift” as the additional 40 hours,
approximately, of work performed by mothers in addition to the income-generating labor they

perform in the observable labor market (Hochschild and Machung 2003).
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2.3 Strengths And Shortcomings Of Advancement In The Labor Market

Women’s participation in the labor force has increased dramatically since the 1960s, regardless
of whether they have children at home — a stark difference from the previous standard of
mothers being solely caretakers (see Figure 2). Educational attainment followed, and the
number of women in the labor force with a college degree quadrupled over a similar period
(Bureau of Labor Statistics 2021). As recently as January 2020, before the onset of the Covid-19
pandemic, 47.8% of the employed labor force was women (Bureau of Labor Statistics 2020).
The share of two-parent households in which both parents work full-time has also increased
significantly in the past half century. The number now stands at 46%, up from 31% in 1970
(Pew Research Center 2015).

Figure 2: Women’s Labor Force Participation Rate
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The overall work hours between men and women without children has equalized for the most
part in the latter half of the 20th century. Overall work hours have historically been defined as
the summation of labor hours and housework hours (Baxter Hewitt and Haynes 2008).
However, beyond housework, there is a wide gap on the hours devoted to childcare between
mothers and fathers: “The equality among married couples diminishes as they transition to
parenthood, a transition that solidifies women’s responsibility for household work and men’s for
wage work” (Baxter Hewitt and Haynes 2008). Indeed, the time use patterns of husbands and
wives have converged in recent years. However, the average market hours and wages of women
with young children remain substantially lower than those of men and of childless women

(Lundberg and Rose 2000; Misra and Strader 2013).
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This likely is exhibited through the parents’ own perception of career advancement after
becoming parents. A 2015 study done by the Pew Research Center found that 41% of working
mothers believe that being a mother has made it harder to advance in their career, while only
20% of working fathers said the same (Pew Research Center 2015). Even though it’s obvious
that women make up a higher percentage of the labor force, household and child-specific labor
is still primarily their responsibility. When they work outside their home, women must fulfill
their responsibilities in both their house and their job. Women, particularly married women with
children, participate in the labor force only when they continue their first responsibility at home

(Benston 2019).

Despite the advances on gender equality in the United States, the societal norm of mothers being
the primary caretakers persists. A recent survey by Miller (2020) found that one in four men
favored a home arrangement where women stayed at home while they worked full-time. They
were also no more likely to divide household work equitably than their older couple
counterparts (Miller 2016). Even though men contribute to relatively more unpaid household
work now than in 1960, on average, men still perform about an hour less per day (Miller 2016).
As long as work in the home remains a matter of private production, it is very likely that women

will carry a weekly workload of 80 hours.

CHAPTER 3: PAID PARENTAL LEAVE

A policy that financially supports both parents in their child rearing roles could increase gender
equity by providing higher levels of social well-being and support. Furthermore, the expenditure

on children, measured in time or monetary value, is not rewarded enough.

3.1 Theories On The Decision To Parent

Mainstream economists hold the position that mothers derive nonpecuniary benefits due to their
altruistic behavior, rationally accepting a tradeoff via lower wages, or even no wages, as an
efficient economic exchange. In their vision, the short-run decision to become a mother results
in a temporary loss of wages. In the long-run, the lifetime potential earnings of mothers

decreases due to the loss of on-the-job experience. The feminist critique of this theory argues
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that mothers do not act out of altruism, but out of a moral commitment and a sense of
responsibility. Female bodies are the only ones who can birth a child; however, a biological fact
does not provide the basis that all women must assume complete social responsibility. As the
labor market expanded and women’s labor force participation increased, the opportunity costs of
children also rose, especially for mothers (Laslett and Brenner 1989). It would be unwise to
assume that women will continue this trade-off in the same magnitude over time without

adequate support to offset the inequality of opportunity.

3.2 A Gap In Provisioning

Parents supply the labor required for child rearing. However, they are not the only ones
receiving the benefits. Since all citizens reap the benefits of children as contributors to society,
the fairness principle argues in favor of sharing the costs of children between nonparents and
parents (Olsaretti 2013). The argument is grounded in the claim of parental justice, which is
providing justice to parents for their work in human reproduction of society. It has two central
assertions: parents’ creating and caring for children generates benefits for those outside the

family relationship.

Despite a general awareness of the strenuous circumstances of working parents, many families
still lack adequate support to meet their needs. Social Security and public debt guarantee that
United States citizens benefit from the earnings of future working-age adults. However, not all
citizens contribute equally to the care of these future adults (Folbre 1994). There must be a link
between the well-being of today’s children and tomorrow’s society (Trzcinski and Finn-
Stevenson 1991). Under-provisioning of parental services is bound to occur if the market is left
free to fulfill them, since the social benefits from children exceed private benefits. Most
employers do not include the possibility of their prospective employee becoming a parent when
negotiating labor contracts, and it is not likely that employees will include it in the discussion
for fear of discrimination (Ruhm 1998).! The resulting underinvestment can inversely be viewed

as an additional burden placed on households with children. In fact, many families with young

! Ruhm comes to this conclusion even with The Pregnancy Discrimination Act of 1978, an amendment of Title VII
of the Civil Rights Act of 1964. The amendment prohibits sex discrimination in the workplace on the basis of

pregnancy (U.S. Equal Opportunity Employment Commission 1978).
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children experience prolonged forms of economic stress that result in higher risk of poverty and
unequal opportunity to adequately participate in society (Penne et al 2019). A 1998 study by the
U.S. Department of Health and Human Services suggests that 25% of all the instances where a

family falls into poverty begins with the birth of a new child.

The cost of childcare in the United States can be covered by foregone earnings or by hiring a
caretaker out of the household, increasing the economic pressure on families with children. If
the cost of having children becomes too difficult to endure, families will decide to not have
children, which can be detrimental to the long-run growth of the economy, among other things

(Waldfogel 2001).

Parental labor should be considered a public good because it is nonexclusive and has many
external economy-wide benefits that benefit society, contributing to the productivity and growth

of the future domestic economy.

Some scholars have called for the public provision of childcare facilities as a means to realize a
gender-equal society (Esping-Anderson 1999). Given the political and historical context of the
United States, the public provisioning of services is openly questioned and widely opposed.
Furthermore, the common design of social programs in the country follows a trend that
stigmatizes, discriminates and offers minimum support to eligible families (Black and Sprague
2016; Floyd et al 2021). The provision of care has been left to the market, which has severely
undervalued workers while also widening the gap of families that can’t afford care services.
Yamane (2021) suggests that these [ineffective] gender equality policies have created a
vulnerable group of under-paid care and domestic workers, especially those in the childcare

industry.

3.3 Childcare And Paid Leave As Supports

The data from countries with both childcare and parental leave policies show that their
interaction is possible and, in fact, yields positive results since they encompass the entirety of
the child’s early life. Childcare policies offer support for nonparental care by either subsidizing

the care that parents select, or by providing care directly through a public program.
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Parental leave policies, on the other hand, are aimed at the first few weeks of a newborn’s life,
when the tension between work and child rearing are more intense (Waldfogel 2001). If a
country offers little parental leave but more generous childcare subsidies, parents are more
likely to return to work earlier and place children in childcare. Alternatively, one can expect
extensive paid leave to increase the likelihood of parents staying home with their child and

purchasing less nonparental childcare (Waldfogel 2011).

One important difference between the two are their external effects of childcare labor on
children when it is not delegated to a third-party. Paid leave would, theoretically, allow both
parents to bond with their child while also becoming more efficient at performing childcare
labor. If childcare labor is delegated, parents would fail to benefit from obtaining valuable new

skills while also losing the opportunity to create a strong family nucleus.

A paid parental leave policy would offer support to new parents while providing a framework
for childcare work to be more evenly distributed. The policy should encompass both parents,
giving them time to adjust to parenthood and make decisions during early childhood that are
crucial for development. An important decision to be made during the earliest stages of a child’s
life is the eventual placement of the child in childcare services. By temporarily removing the
commitment to the workplace, parents can now tend to their child in the immediate term while
also preparing for their eventual return to the workforce (Hawkins and Roberts 1992). The
offering of paid parental leave can thus have profound long-term effects on children’s well-

being (Hewitt Strazdins and Martin 2017; Daundasekara Beauchamp and Hernandez 2021).

CHAPTER 4: WHY NOT BOTH?

The Patriarchal model assigns men the role as the head of household and breadwinner. As a
result, policy proposals are founded on the assumption that the household member who
contributes the most monetary resources has the most bargaining power, enabling them to opt
out of household labor (Lundberg and Pollack 1996). However, data from 2019 shows that
mothers are now the sole or primary breadwinner for their families in 41% of households

(Glynn 2019). In the United States, mothers no longer stay at home. They are participating in
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income-generating activities on top of the pre-existing tasks in the household, including

childcare (Bureau of Labor Statistics 2021).

The prevailing relative resistance to paternity leave, as opposed to maternity leave, reflects the
stigmatization created by the market towards special considerations to care work.? Men who
identify as more concerned about their household, may be labeled as ‘less ambitious’ than their
peers (Hawkins and Roberts 1992). In a survey conducted by Erin M. Rehel, “the most
commonly cited reason for not taking more extended time off was a concern for how this would
be perceived by supervisors, colleagues, and, sometimes, clients,” pointing to the perseverance
of the breadwinner identity among men (Rehel 2014). The stigma remains even as men have
become less likely to be the breadwinner in dual-income households. There is no more
economic dependency on fathers to secure the financial means of the family; it is rather a joint
effort by both parents to meet the family’s needs. The reasons for fathers to want to remain in
the workplace are diminishing as more women take on full-time roles and become primary

income generators within their households.

The fear of career consequences, social disapproval, or economic constraints prevent fathers
from taking advantage of paternity leave. Even in countries with the most generous parental
leave policies, such as Sweden, the social and professional qualms still remain (Haas 1990). We
suggest that this is perhaps one of the reasons the effectiveness of the policy is doubted. The
government’s support and regulation of the policy at a level above the individual firm would
prevent professional repercussions from occurring. The policy would have to be accompanied
by job-protection laws that prohibit discrimination against those wanting to use the opportunity

of paid leave when eligible.

Unlike women, men are able to maintain, and even strengthen, their ties to employment after the
arrival of a new child. Authors describe this concept as the fatherhood premium (Lundberg and
Rose 2000; Glauber 2008; Killewald 2013; Misra and Strader 2013; Waite and Denier 2015;
Weeden et al 2016). The idea is that men enter parenthood in a structurally different way than

mothers because they do not have to entirely leave their workplace, while women must, even for

2 In the name of inclusion, many states have started to adopt the term “paid family leave.”
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a short period. Women, as a result, solely take on the burden of childcare in the period
immediately following the arrival of the child. Traditional parenting patterns contribute to the
gendered division of labor when a child arrives to a household, even in relatively egalitarian

relationships (Baxter Hewitt and Haynes 2008).

Several studies have found that when men are required to be primarily responsible for all
aspects of childcare, they are able to do so. In fact, they ‘parent’ in ways similar to mothers and
are more likely to adopt parental behaviors that closely resemble a mother’s care (Risman

1987).

CHAPTER 5: THE BARE-BONES MINIMUM

The Family and Medical Leave Act of 1993 (commonly referred to as FMLA) offers 12
workweeks of job-protected unpaid leave annually to any eligible worker for the birth of their
child, the placement of a child for their adoption or foster care. To be eligible, one must be
employed for at least 12 month and have 1,250 hours of service during the previous 12-month
period. Firms with less than 50 employees are excluded from the coverage. To obtain leave,
employees are required to give at least 30 days’ notice of the need for leave to which they are
entitled, when foreseeable (103" Congress 1993). The Act includes the care for an elderly

family member or someone with a serious health condition.

The current policy structure does not cover every worker in the United States; only employees
who work for a company with greater than 50 workers and have 1,250 work hours in the prior
year are eligible for unpaid leave (Wage and Hour Division, U.S. Department of Labor).
Therefore, only 59% of all U.S. workers are eligible to be covered by FMLA, while the rest
have no legal right to any type of leave to care for a new child (National Partnership for Women
and Families 2016). Only 39% of those eligible for leave under the FMLA can afford to take
unpaid leave. For working parents of color, the situation is even worse: 25% of Hispanic
working parents and 35% of African American working parents are eligible, and financially

able, to take FMLA unpaid leave (National Partnership for Women and Families 2016). For
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single mothers, the situation provides virtually one outcome. Without other means of support,

it’s nearly impossible for them to take off from work and care for a child (Folbre 1994).

While the demographics of the labor force have dramatically changed, the current policies in
place have not kept up. The dynamics of the household have shifted; many women participate in
the labor force. Among those who hold full-time jobs during their pregnancy, 59% return to
work within three months after giving birth. The absence of a paid parental leave policy
prohibits many working mothers from continuing their full-time employment, thus creating a

financial, time-intensive burden.

CHAPTER 6: PAID LEAVE POLICIES IN THE REST OF THE WORLD

The United States is lagging behind other high-income countries regarding a mandated federal
paid parental leave. In most high-income countries, working parents are guaranteed at least 14
weeks of paid parental leave, in line with ILO standards (International Labour Organization
2014; Livingston and Thomas 2019). The average length of maternity leave offered globally is
29 weeks, longer than the current 12-week period offered by the United States. Globally, the
average length of paternity leave is 16 weeks, while there is currently no time off given to new
fathers (Miller 2020). The total duration of paid leave exceeds nine months in most nations.
(Rossin-Slater Ruhm and Waldfogel 2013). In most countries, including the United States,
working parents are offered a specific percentage of their wages as an allowance while they
partake in leave. Only a select few offer the full-rate salary, which is only offered to mothers

(World Population Review 2021).
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Figure 3: Countries with Paid Maternity Leave Policies
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Source: World Population Review 2022

More than half of all countries across the globe offer some form of paternity leave in addition to
maternity leave (Livingston and Thomas 2019). About half of the countries that offer paternity
leave provide financial support to fathers through cash transfers — typically a percentage of
their most recent annual earnings, up to a maximum threshold. In most cases, the policy is
funded through social security programs or disability insurance funds which are paid by
mandatory employee contributions via taxation (Miller 2020). Of those who offer paid paternity
leave, many rich countries provide an average of 12 weeks for new fathers. Countries such as

Japan and Sweden have found ways to offer options for more than a year (Miller 2021).
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Figure 4: Paid Paternity Leave in OECD Countries
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Source: Kolmar 2022

A study using panel data from twenty-four different countries ranging in type of welfare state
found that, regardless of the type of social welfare state, paid parental leave is most effective
when there is a combination of high income replacement (50% or more of earnings) and a
period of leave greater than two weeks (O’Brien 2009). It was also found that a longer paid
leave policy, specifically at least 10 months long, would significantly improve health outcomes
for women and children, child development outcomes, and women’s employment (Ruhm 1998;
Waldfogel 2001). In Quebec, policymakers understood the lack of incentive for fathers and
sought to counteract this with relevant policy adjustment. Prior to the implementation of
Quebec’s current leave policy in 2006 (which provides five weeks of time away from work with
replacement wages at 70 percent of one’s salary), 32% of fathers took leave. By 2011, this
number dramatically increased to 76%, showing that policy does impact a parent’s decision to

take leave (Rehel 2014).

6.1 Characteristics And Innovative Tactics

Germany and Spain offer 50% of wages and two or more weeks of leave. Finland and Norway
also offer extensive paternity leave programs. In Iceland, the program offers replacement wages
for mothers and fathers at 80% of their prior year’s salary and the government splits the total

time off into three parts: one-third must be taken by mothers, one-third by fathers, and the

23



remaining time can be used discretionarily (O’Brien 2009). Norway implemented an adjustment
similar to the one seen in Iceland and found an increase in leave take-up rates. In the years prior
to the introduction of a father’s quota, less than four percent of fathers took some parental leave.
Only a few years later, however, the rate was over 70% (Brandth 2018). For a more detailed

explanation of Norway’s paid parental leave program, see Appendix Al.

Allocating time specifically for parents has been a recent adjustment in the policies of other
countries as well. In Sweden, the government intervened in the market to guarantee that men
take the paid leave, thus mandating that fathers take one month of total paid leave (Haas 1990;
Haas and Hwang 1995). This is a progressive step toward equality that corroborates Chang’s

proposal that the market and government should not be viewed as separate entities (2002).

The European Union (EU) has explicit legislation that acknowledges the limited opportunity for
either parent to take off from work and tend to their caring responsibilities within the household.
In this regard, the EU has required each member state to offer a minimum paid parental leave of
four months to at least one parent. The directive states that paid parental leave is a worker’s
right that should be protected and upheld by the state. Replacement wages offered by each
government should be ‘adequate’ to increase the incentive to workers who are parents,
especially men. Because the effect of the leave is the same for both parents, the EU encourages
each state to offer the same allowance at the national level to all parents (Directive of the
European Parliament 2019). The legislation also offers job protection and worker’s rights to
retain an equivalent position in the workplace. Compared to Europe, the lack of policies in the
United States for those with work and family responsibilities is woefully inadequate (Tucker

20006).

CHAPTER 7: CURRENT LEGISLATION

In the United States, at the federal level, the FMLA only offers unpaid leave to eligible workers.
Federal workers have access to 12 weeks of paid parental leave under the Federal Employee
Paid Leave Act (FEPLA). The absence of federal legislation means that the solution resides in

the market. There are some states, and private companies, however, that offer greater support to
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parents in the form of paid time off for newborns and newly adopted children. A number of
firms have felt competitive pressure to voluntarily offer paid leave policies so they can attract
more productive workers and a few elected officials have also proposed legislation to improve

the conditions within their districts.

As 0of 2017, only three states had implemented paid family leave — New Jersey, California, and
Rhode Island. Rhode Island’s size and relatively new policy (enacted in 2014) creates a problem
for modeling its effects. Although there is enough data in theory for each year, when isolating
the interaction term for parents living in Rhode Island with a newborn or newly adopted child,
there are years in which there are no observations. Therefore, some interaction terms within the
vector are left blank, causing our model to have holes when interpreting the coefficients: of the
18,224 observations to perform a case study on Rhode Island, only 64 of them are new parents
residing in Rhode Island. If one considers the vector from 2003 to 2019, there are not enough

parents surveyed from Rhode Island to gather results.

Other states have plans to begin parental leave coverage: Colorado in 2024, Connecticut in
2022, and Oregon in 2023. We will focus on New Jersey and California, the two states in the

United States with paid parental leave policies in place for the longest period.

7.1 States Of Focus

California was the first state to mandate paid parental leave, providing up to eight weeks of
partial wage replacement for workers spending time at home to care for a newborn child.
California’s Paid Family Leave law was implemented in July of 2004 and offered replacement
wages at 60% of the worker’s prior average income.? It is an expansion of California’s State
Disability Insurance program and is funded through employee payroll contributions. It does not
provide job protection for workers while they are on family leave, as it is assumed workers are

covered by FMLA (Rossin-Slater Ruhm and Waldfogel 2013).

3 The benefits of this policy were increased in 2020 to a benefit period of 8 weeks and wage replacement of 60-
70%. This change is not considered in this thesis since it falls beyond the scope of our analysis (Employment
Development Department: State of California 2020).
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New Jersey’s Family Leave Insurance law took effect in July 2009. The state’s law offers
replacement wages at 66% of prior average earnings for up to six weeks annually. It is an
expansion of New Jersey’s Temporary Disability Insurance program and is funded by employee
payroll contributions. Like California’s program, it does not offer job protection for workers
while on family leave (NJ Department of Labor and Workforce Development). For a more

detailed explanation of New Jersey and California’s paid leave insurance, see Appendix A2 —
A3.

While policy specifics such as replacement wage level varies slightly across states, each
program is structured similarly, enabling a comparison. While the policies do not directly ensure
job protection, the FMLA does this as an overarching legislation if both are used simultaneously

(Byker 2016).

Each policy has an upper bound threshold for weekly benefits given to an individual. It is
important to note that the programs were implemented by building on temporary disability
programs and administrative structures that had existed already for decades (National

Partnership 2016).

In each case, the contributions to the employee payroll for paid leave are levied on all workers,
regardless of whether they claim dependents. This diminishes the cost for corporations, limiting

it to temporary replacement or reorganization in the absence of the eligible worker.

7.2 Previous Findings Regarding Paid Leave Effects

The literature on the effects of parental leave within the United States focuses on California
since it is the first state that enacted the policy. Several studies show how before the policy was
enacted, women giving birth experienced a sharper decline in labor force participation from
about six months before birth to about four months after birth. After the policy took effect,
women experienced a smoother and shallower interruption pattern (Rossin-Slater Ruhm and
Waldfogel 2013; Byker 2016). Supporting even brief interruptions of work could prove to have
long-term employment benefits, such as increased labor attachment, lower turnover rates, and
lower costs of temporary replacement (Byker 2016). From the corporate point of view, an

encompassing report on family support found a positive or negligible effect of the
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implementation of paid parental leave on the bottom line of businesses (National Partnership

2016).

Other studies conducted on the expansion of state paid leave laws in the U.S. found that the
policies are associated with increases in leave taken by both parents. The absolute effects were
small in magnitude, but significant when compared to the baseline rates (Ruhm and Waldfogel

2009; Rossin-Slater Ruhm and Waldfogel 2013; Baum and Ruhm 2016; Bartel et al 2018).

Support of new parents has also been shown to reduce government spending on public
assistance programs and increase labor force participation, which brings concomitant economic
gains by generating a larger tax base and increasing consumer spending (Milkman and

Appelbaum 2013).

CHAPTER 8: DATA

This analysis uses diary data from the American Time Use Survey (ATUS)* for the years 2003
through 2019 to estimate the effects of paid family leave on the amount of childcare labor done
by mothers and fathers in households with both partners present. The ATUS diary data is used
to capture the amount of time people spend doing various activities, such as paid work,
childcare, volunteering, and socializing. Individuals are randomly selected from a subset of
households that completed the Current Population Survey (CPS) and were interviewed about

their time allocation on a typical day (Bureau of Labor Statistics).

The range of years was defined to match time prior to the enactment of California’s family paid
leave, up to the onset of the COVID-19 pandemic. We used the IPUMS (Integrated Public Use
Microdata Series) Time Use website to extract the data from the original ATUS website. This
website harmonizes the survey data and makes it easy to select specific variables and offers the

ability to create a custom time-use variable to analyze time spent specifically on childcare for

4 The American Time Use Survey is a nationally representative U.S. time diary survey which estimates how, where,
and with whom Americans spend their time. It is the only federal survey that provides data on the full range of
nonmarket activities.
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one’s own children. The data extract builder is called ATUS-X and is a collaboration of the
IPUMS Center for Data Integration and the Maryland Population Research Center (Hofferth et
al 2021).

The working sample for the analysis comprises mothers and fathers who are employed full-time
and living in a household with a child that is between the ages of 0 to 5 at the time the survey
was conducted. This enables us to identify new parents who would be eligible to take paid
parental leave once it is offered. We choose age 5 as the cutoff for children because we must
consider a larger age bracket to obtain enough observation points for meaningful discussion.
While this is not a strong reason and undoubtedly creates a problem with the data, it must be

done to have enough observations.

A Note on the Data
In order to optimize the analysis, the data was manipulated to define the composition of our
target population. For full details on the manipulation of the data to obtain the working sample,

see Appendix A4.

CHAPTER 9: EMPIRICAL STRATEGY

This thesis conducts a set of two difference-in-difference (DD) models for two case studies:
New Jersey and California. A DD model is a quasi-experimental design that assesses the
difference between a treated and control group over time to estimate the effect of a specific
intervention (Goulding 2011; Shafrin 2006). It identifies the average treatment effect on the
treated group by comparing how much the outcome — in this case, childcare labor — changes
before and after treatment, when compared to the scenario in which no treatment existed.
Because the counterfactual is unobservable, it is typically approximated by using the outcome
change over the same time period among the control units. The goal is that each model estimates
the treatment effect by comparing the pre- and post-treatment periods of the treated group to the
pre- and post-treatment periods of the untreated group, holding other variables fixed (see

Appendix A5 for a canonical 2x2 DD construction).
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The question our analysis seeks to answer is: does the opportunity to take paid parental leave
result in a significant change of the level of childcare labor? One specification of the model
focuses on time allocation toward childcare labor separated by gender of parent, which will
demonstrate any convergence toward gender equality within the parenting dynamic following

policy implementation.

A difference-in-difference model is a useful technique to use when randomization at the
individual (state, in this case) level is not possible. To effectively use this model, we must
discuss the most important assumption of it: parallel trends. The assumption requires that
without any treatment, both treated and untreated groups would have followed, on average, the
same path. This is a rather strong assumption, and inherently untestable because we know that
one group was treated, and that cannot be changed. To indirectly test this assumption, the
standard approach would be to compare outcome trends before treatment takes place. If those
trends are indeed parallel, it would support the assumption that parallel trends hold. To do this,
we use year as a vector to separate the effects both in the pre- and post-treatment period. Here,
we can see if a particular year has a significant impact on childcare labor that is exogenous to
the treatment, at least in the pre-treatment period. By separating the effects of each year, we can
indirectly test if there is a pre-treatment trend. There will be no apparent time trend if the pre-

treatment year variables have statically insignificant coefficients.

Most critics of difference-in-difference estimation raise points of concern for models with
variation in treatment timing across multiple groups and multiple periods (Goodman-Bacon
2021); however, our model focuses on a singular case of treatment and therefore only has one
point in time where the treatment is enacted. Another concern arises where already-treated
groups are used as controls in the model; then, changes in the treatment effects over time
downwardly bias the estimator (Goodman-Bacon 2021). Since we are using treated states
separately, there is no problem of heterogeneity in timing; thus, the concern raised by

Goodman-Bacon does not apply here.

States are heterogenous due to their political nature, economic prowess, location, etc., thus, our

model includes state specifications to reflect the time invariant differences. This should be
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considered because most choices, such as enacting laws, are not randomized but rather actual

decisions made by real people, and therefore endogenous to potential outcomes.

The following identifies our simple difference-in-difference model:

cchrperweek = f, + fitreated + f,year; + fzyear, x treated + f,state + u

Where cchrperweek is the hours of childcare labor performed weekly, treated is a dummy
variable for the treated state, year is a vector of year dummy variables, year*treated is the
interaction vector for the treated group in each year, state is a dummy variable for all other
states, and p is the error term. We employ a vector for the time periods because we assume that
the fixed effects of a policy enactment will taper off eventually. We expect to see a noticeable
change in the number of weekly hours worked in performing childcare labor in the years
immediately following the treatment point ceteris paribus. After the initial shock, the
expectation is that these effects will flatten out as the fixed effects converge toward a new

equilibrium point given the change in policy.

Next, we separate the first specification by mother and father to assess the policy impact on each
parent with a young child present in the household. To do this, we construct two subsets of the

data, denoted by the subscript m and f, respectively:

cchrperweek,, = B, + Pitreated,, + f,year,,; + Pstreated,, * yeary,, + fistate,, + Uy,

cchrperweeky = B, + Bitreatedy + Bryeary, + Pstreated; * yeary, + fystatey + g

The second specification of our model includes other control variables while maintaining a

separation between mothers and fathers:

cchrperweek,, = f, + fieducyrs,, + B,logweekearn,, + fzageychild,, +
Bastreated,, + Bsyeary,: + Pstreated,, * yeary,,: + B,state,, + un
cchrperweeky = B, + Byeducyrsy + B,logweekearn; + psageychild; +

Bstreateds + Psyeary, + Petreateds x years, + p;states + s
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Where educyrs is the number of years in schooling, logweekearn is one’s weekly earnings
presented in logarithmic form, and ageychild is the age of the youngest child in the household.
We assume here that higher weekly earnings will result in less childcare provided by the parent;
however, direct childcare from the parent can be substituted with childcare from a nanny or
other third-party source more easily as weekly earnings increases. The inclusion of the variable
thus eliminates downward bias in the model specification. We control for weekly earnings in
logarithmic form to understand percentage changes in weekly earnings as opposed to level

changes.

Regardless of specification, the model requires baseline data and a control group that never
experiences the implementation of a statewide parental leave policy. For the case study on
California, the control group will be the aggregation of all 50 states (and Washington, DC),
minus New Jersey and Rhode Island. For the case study on New Jersey, the sample excludes

Rhode Island and California.’

Each state qualifies as a treated group and implements a slightly different treatment effect
profile; they either vary in length, wage replacement level, or upper/lower bound threshold.
Such heterogeneity is bound to occur in a real-world event study, but since the features of each
paid leave are only slightly different — and it’s quite hard to quantify these differences in a
regression model — we ignore the slight differences and focus on the main point of the case
study. Otherwise, the model would be a single DD framework with variations in treatment

timing.

The last assumption is that states have diverse economic conditions, but humans respond to
incentive. Previous literature has shown that the opportunity cost of leaving work to perform
childcare has decreased with the advent of paid leave, increasing the rate of leave-taking (Ruhm
and Waldfogel 2009; Rossin-Slater Ruhm and Waldfogel 2013; Baum and Ruhm 2016; Bartel et
al 2018). We expect the results to be in line with previous results relating to rates of leave up-

take.

5 Rhode Island is excluded because its own policy occurs during the observation period.
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9.1 California Case Study

To identify the impact of California’s Paid Family Leave on parents’ time spent on childcare in
the household, we construct a DD framework that isolates Californian residents from the rest of
the United States.® Our data starts in 2003, and the policy is implemented in 2004, so it must be

noted that our pre-treatment period data will not be as robust as in the other case studies.

Summary Statistics (CA Case Study)
Variable N Mean SD of XA2 Min Max
YEAR 20242 2009.942 19529.721 2003 2019
AGEYCHILD 20242 2.191 8.365 0 5
female 20242 0.429 0.495 0 1
EDUCYRS 20242 10.775 63.743 1 17
logweekearn 20242 6.643 9.986 -4.605 7.967
CCHrPerWeek 20242 53.206 3911.372 0 198.917
Vector N % of Obs. Vector (cont.) N % of Obs.
Year=2003 2049 10.12% Cali=1,Year=2003 215 1.06%
Year=2004 1362 6.73% Cali=1,Year=2004 144 0.71%
Year=2005 1407 6.95% Cali=1,Year=2005 127 0.63%
Year=2006 1338 6.61% Cali=1,Year=2006 142 0.70%
Year=2007 1278 6.31% Cali=1,Year=2007 143 0.71%
Year=2008 1349 6.66% Cali=1,Year=2008 148 0.73%
Year=2009 1296 6.40% Cali=1,Year=2009 140 0.69%
Year=2010 1301 6.43% Cali=1,Year=2010 136 0.67%
Year=2011 1158 5.72% Cali=1,Year=2011 110 0.54%
Year=2012 1155 5.71% Cali=1,Year=2012 106 0.52%
Year=2013 1045 5.16% Cali=1,Year=2013 104 0.51%
Year=2014 1064 5.26% Cali=1,Year=2014 119 0.59%
Year=2015 977 4.83% Cali=1,Year=2015 107 0.53%
Year=2016 915 4.52% Cali=1,Year=2016 112 0.55%
Year=2017 890 4.40% Cali=1,Year=2017 84 0.41%
Year=2018 832 4.11% Cali=1,Year=2018 74 0.37%
Year=2019 826 4.08% Cali=1,Year=2019 71 0.35%

Sources: Author’s Calculations; U.S. Census Bureau

The summary statistics for the data on California’s case study is shown above. There are 20,242
observations in total, with 2,082 of those observations being residents of California. For some of
the interaction terms for new parents living in California being surveyed in each year, the
number of observations is small: for example, only 74 out of 832 people surveyed in the year
2018 were new parents living in California. Nevertheless, there are enough observations to carry

out the case study. 43% of the observations are new mothers, while 57% are new fathers.

¢ Rhode Island and New Jersey are also excluded since both states implement their own policies during the
observation period, albeit with a slightly heterogenous treatment.
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Table 1 shows the regression results for our first model specification. The dotted line depicts the
time at which the implementation occurs. Time and state fixed effects are included in all models

but minimized since they’re unrelated to the topic of discussion.

Table 1: CA Base Model

Dependent variable:
CCHrPerWeek
Cali -10.540
(5.412)
Cali:as.factor(YEAR)2004 5.939
(3.952)
Cali:as.factor(YEAR)2005 2.204
(3.960)
Cali:as.factor(YEAR)2006 4.318
(3.987)
Cali:as.factor(YEAR)2007 5.227
(3.902)
Cali:as.factor(YEAR)2008 6.219
(3.913)
Cali:as.factor(YEAR)2009 0.325
(4.043)
Cali:as.factor(YEAR)2010 6.736
(4.083)
Cali:as.factor(YEAR)2011 -3.096
(4.068)
Cali:as.factor(YEAR)2012 2.185
(4.127)
Cali:as.factor(YEAR)2013 10.910""
(4.073)
Cali:as.factor(YEAR)2014 6.914"
(3.947)
Cali:as.factor(YEAR)2015 111327
(4.062)
Cali:as.factor(YEAR)2016 4.2
(3.967)
Cali:as.factor(YEAR)2017 -1.623
(4.195)
Cali:as.factor(YEAR)2018 19.3347
(4.219)
Cali:as.factor(YEAR)2019 0.671
(4.269)
Constant 50.607
(4.786)
Time Fixed Effects YES
State Fixed Effects YES
Observations 20,242
Adjusted R? 0.006
F Statistic 2.492"" (df = 80; 20161)
Note: Standard errors shown in parenthesis "nn"nen n1

Source: Author's Calculations
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The 90% confidence interval of the state effects for California is -15.95 to -5.13 childcare labor
hours per week compared to all untreated states (with a mean of -10.54 hours). This result
encompasses both parents, but Table 2 reveals that it is mothers who account for this variable’s
significance. While mothers generally contribute more to childcare than fathers in terms of time,
mothers in California contribute relatively less in comparison to mothers in other states. In fact,
mothers in California contribute 7.2 to 24 hours less weekly for childcare on average ceferis
paribus (mean of 15.6 hours weekly; see Table 2). The statistic remains the same in our final

model shown in Table 3.

Table 2: CA Base Model by Sex

Dependent variable:
CCHrPerWeek
Fathers Mothers
Cali -1.927 -15.578
(6.855) (8.398)
Cali:as.factor(YEAR)2004 5.666 0.174
(4.763) (6.638)
Cali:as.factor(YEAR)2005 1.417 2.536
(4.678) (6.922)
Cali:as.factor(YEAR)2006 2.046 4.472
(4.760) (6.804)
Cali:as.factor(YEAR)2007 4.312 5.342
(4.618) (6.791)
Cali:as.factor(YEAR)2008 8.354" -1.348
(4.683) (6.659)
Cali:as.factor(YEAR)2009 -2.337 -2.712
(5.059) (6.491)
Cali:as.factor(YEAR)2010 3.946 4.79
(5.025) (6.663)
Cali:as.factor(YEAR)2011 -4.529 -6.519
(5.019) (6.620)
Cali:as.factor(YEAR)2012 -0.897 2.572
(4.955) (6.970)
Cali:as.factor(YEAR)2013 12.293" 2.306
(4.975) (6.708)
Cali:as.factor(YEAR)2014 5.392 1.951
(4.803) (6.543)
Cali:as.factor(YEAR)2015 10.769" 7.351
(4.932) (6.744)
Cali:as.factor(YEAR)2016 2.853 1.793
(4.734) (6.780)
Cali:as.factor(YEAR)2017 -5.404 2.976
(5.019) (7.131)
Cali:as.factor(YEAR)2018 11.383" 246237
(5.276) (6.749)
Cali:as.factor(YEAR)2019 -2.002 -1.028
(5.297) (6.879)
Constant 36.855 69.817"
(6.206) (7.005)
Time Fixed Effects YES YES
State Fixed Effects YES YES
Observations 11,559 8,683
Adjusted R® 0.006 0.007
F Statistic 1.824"" (df = 80; 11478) 1.751" (df = 80; 8602)
Note: Standard errors shown in parenthesis 'p"p"'p<0.01

Source: Author's Calculations
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The vector of interaction terms in Table 1 portrays a delay in the relationship between mandated
paid leave and hours spent on childcare labor since we do not find any relationship between the
two variables until 2010. In the period from 2010-2019, half of the years show a positive
relationship between being a new parent in California with mandated paid parental leave and
weekly hours worked dedicated toward childcare. What’s important to note is that most of the
statistical significance in the vector of years for new parents pertains to fathers’ hours worked
once we separate the parents in Table 2. However, the years which show statistical significance

are not immediately after policy implementation.

Table 3 is the most detailed model specification; it includes additional covariates while
maintaining the separation of mothers and fathers. Both parents are included, but we focus more
on the impact of fathers’ allocation of time toward childcare, because prior to the policy

implementation, mothers had already benefited from unpaid leave while fathers had not.”

Between 2013 to 2018, the coefficients of the interaction vector suggest that men increase their
weekly contribution to childcare between 17.2 to 47.6 hours (based on the 95% confidence
intervals for the years 2013, 2015, and 2018 for fathers residing in California), with a mean of
32.4 hours.

Mothers residing in California exhibit only a statistically significant change in childcare hours
worked in 2018. Although speculation, it could be that an external event occurred in 2018 which
caused mothers to allocate more time to childcare work since all other years do not reflect a

change in hours, either before or after this shock.

Figure 5 illustrates the results of the interaction vector for fathers’ allocation of time toward
childcare over the course of the survey. The 95% confidence interval for change in child care
provided shows a great amount of variation throughout the observation period. There is a
decrease in child care provided by fathers a few years after policy implementation. A decade

after policy implementation, the change in child care varies between positive and negative.

7 The advent of paid leave might have a lesser impact on mothers, but this quantifiable impact is beyond the scope
of this paper.
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