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Paid leave may widen the 'mommy gap' but
increase time with children

October 28 2019

Many policymakers and scholars believe
offering paid leave to families would be a
game changer for U.S. moms and families.

Credit: University of Michigan

Many policymakers and scholars believe offering paid leave to families
would be a game changer for U.S. moms and families, leading to
increased equity in labor markets and helping eliminate the "mommy

gap" in pay.

But a University of Michigan-led study found that longer paid leave
seems to have the reverse effect. Studying the short- and long-term
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effects of California's 2004 Paid Family Leave Act, or PFLA, in IRS tax
data, the study shows that first-time moms who used the policy saw their
employment fall by 7% and annual wages fall by 8% over the next
decade. They find no effect on the likelihood that mothers remain with
their prebirth employer.

Cumulatively, new moms taking up paid leave had fewer children and
had earned about $25,681 less by 2014, reflecting a gain in wage
replacement dollars but also income losses over 10 years. One in 10 new
mothers also had one less child after 10 years.

"California increased the availability of paid leave by about six weeks,
which is still very stingy compared to European policies. We were
surprised that this modest policy seems to be nudging mothers out of the
labor force," said Bailey, professor of economics and research professor
at the Institute for Social Research's Population Studies Center at U-M.

Despite the fact that California's PFLA also gave men paid leave for
family and infant care, the study found no impact on men's employment
or annual wage earnings. California's PFLA seems to be encouraging
men and women into traditional gender roles rather than leveling the
playing field at work, according to Bailey.

"At the end of the paper, we looked at what might be going on: are firms
pushing women out or are women opting out?" she said.

Bailey stressed that this question is hard to answer with tax data, but it
provided some clues. One, is that the PFLA had different effects on new
mothers and mothers with children born before the policy.

"It seems unlikely employers are systematically discriminating against
employees who are new mothers taking leave in 2004 but not against

women who used paid leave for their second child," Bailey said.
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Using survey data, the researchers also found that mothers taking paid
leave were more likely to read to their children as well as go on outings.
The researchers interpreted this as evidence that new mothers were
learning how to parent and work differently because of the policy.

The research team thinks the effect is concentrated in first-time mothers
because this is when families learn how to balance work and family life,
perhaps with one partner specializing in work at home and the other
going back to work.

"This is suggestive evidence that this isn't targeting women, that the
effect is operating more on women's side of making different choices,"
Bailey said.

The researchers followed women who gave birth in tax years spanning
2001 through 2015. Their 2004 sample included 153,000 observations of
women with any birth and more than 74,000 women who gave birth for
the first time.

Because California implemented the paid leave act in July 2004, the
study compares women who gave birth in early 2004 (who could
technically take paid leave but often didn't) to women who gave birth
after July 2004 (who could and took paid leave). This gave the
researchers a good comparison group in the same year: women who gave
birth before July 2004 compared to women who gave birth after July
2004.

"One of the things this study tells us is that we have to be really careful
in designing policy, Bailey said. "Increasing access to paid leave for
everyone when mostly women take advantage of this could create greater
specialization.

"Requiring men to use paid policies as in some European countries could
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help equalize caregiving, if that's what we want to achieve. If the idea is
increasing equality in the workforce, we have to carefully consider the
disparate impact of policies that seem gender neutral."

The research team includes Tanya Byker, assistant professor of
economics at Middlebury College; Elena Patel, assistant professor of
finance at the University of Utah; and Shanthi Ramnath, a policy
economist at the Federal Reserve Bank of Chicago.

More information: Martha J. Bailey et al. The Long-Term Effects of
California's 2004 Paid Family Leave Act on Women's Careers: Evidence
from U.S. Tax Data.
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