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Abstract

This paper provides new evidence on the effect of a national expansion of paid maternity
leave on the labor-market outcomes of women in the United States. I develop an identifica-
tion strategy that exploits the staggered expansion of paid leave through short-term disability
insurance in the 1960s and 1970s. The policy expanded leave-taking among new mothers but
also precipitated a decrease in hourly wages, employment, and family income among women
of child-bearing age. The results suggest that even modestly generous, widespread expansions
of paid family leave policies have the potential to widen gender gaps in the labor market.
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1 Introduction

Policies that provide paid leave benefits to new parents have become widespread and increas-
ingly generous in most high-income countries in recent decades. Even in the United States, where
benefits are relatively meager (OECD, 2018; Goldin, Kerr and Olivetti, 2020), there is evidence of
growing momentum behind the idea of universal access to parental leave (Sholar, 2016; Lee and
Ernst, 2019; DeLauro and Gillibrand, 2019; Werner, 2021), inspired in part by the theory that the
flexibility provided by paid-leave policies will encourage mothers to stay connected to the work-
force and help close the gender gap in wages and occupational status (The White House Council
of Economic Advisers, 2014; Mathur et al., 2018).

Despite substantial interest from policymakers and the public, the academic literature has
struggled to develop definitive evidence on the labor-market implications of parental leave policies
— especially in the United States. Recent work has provided compelling evidence of the effect of
paid leave on parents by drawing on variation in the generosity of benefits in California and a hand-
ful of other states where access to paid leave has long been nearly universal (Rossin-Slater, Ruhm
and Waldfogel, 2013; Byker, 2016; Baum and Ruhm, 2016; Bailey et al., 2019; Bana, Bedard and
Rossin-Slater, 2020). However, much less is known about the implications of a national policy
that alters parents’ access to paid leave on the extensive margin. Furthermore, while parental leave
is designed primarily to benefit mothers and fathers, these policies may have broader labor-market
impacts, including effects on non-parents. But the lack of plausibly exogenous variation in access
to parental leave, especially in the United States, has limited researchers’ ability to gain traction
on these questions. In fact, a recent literature review concluded that “no obvious consensus on the
labor market impact of parental leave rights and benefits emerges from the empirical literature”
(Olivetti and Petrongolo, 2017).

This paper provides new evidence on the effect of parental leave on women’s labor-market
prospects by exploiting a little-studied interaction between U.S. disability policy and anti-discrimination
statutes that expanded access to paid maternity leave to millions of American women in the 1960s
and 1970s. My research design draws on long-standing, cross-state variation in the availability
of short-term disability insurance (STDI). STDI, which was originally designed to provide income
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efits when a series of state and federal anti-discrimination laws required them to cover childbirth
as a disability. For new mothers, this meant gaining access to a stream of benefits for 6-10 weeks
at a rate of one-half to two-thirds of usual wages — an amount comparable to most present-day
proposals for universal paid leave in the United States. In effect, the enactment of these anti-
discrimination laws expanded paid maternity leave benefits to millions of American women — and
disproportionately so in states where wider STDI coverage gave the policy more “bite.”

Drawing on historical records, I reconstruct the timeline by which STDI maternity benefits
became accessible to women across the United States. I then use an event-study approach to
examine the effect of this widespread expansion of paid leave on the labor-market outcomes of
American women. My research design compares the outcomes of individuals before and after
the expansion of maternity benefits, and across states that adopted the policy at different times
and in different intensities. The key identifying assumption behind this design is that access to
STDI maternity benefits was not correlated with other determinants of my outcomes of interest.
Consistent with this assumption, I show that the expansion of STDI maternity benefits did not
coincide with potential confounding factors such as the expansion of Head Start and kindergarten
programs and unilateral divorce laws (Pei, Pischke and Schwandt, 2018).

I first show that the policy substantially expanded access to and the use of short-term leave
after childbirth. I estimate that the benefits were claimed by roughly half of eligible mothers, and
that beneficiaries took nearly four additional weeks of leave after the birth of a child. The increase
was most pronounced for mothers with relatively high socioeconomic status, especially those with
some college experience. The largest effects on leave-taking happen in the first few months after
the child’s birth, but for some subgroups, STDI maternity benefits led to even lengthier absences:
Among first-time mothers with college experience, I find an 11 percentage-point decrease in the
share returning to work before their child’s first birthday.

I then examine the broader labor-market consequences of this expansion of paid leave. In the
wake of the enactment of maternity benefits, I find that hourly wages among women of ‘“child-
bearing age,” defined here as ages 18-45, fell by roughly 5-6 log points, even as wages for men
of the same age group held steady. These wage decreases were persistent, remaining statistically
distinguishable from O for nearly a decade following the reform. These effects cannot be explained
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women in this age group, there is no evidence that differential selection into the labor force can
explain the deterioration in women’s wages.

While these effects may seem surprising at first blush, they are consistent with literature
examining the labor-market implications of mandated benefits (Summers, 1989; Gruber, 1994).
To the extent that firms saw paid leave benefits as costly — as qualitative evidence suggests they
did — shifts in labor demand would tend to reduce women’s hourly wages, employment, or both.
My results suggest that any labor-supply response that may have occurred was too small to prevent
a decrease in employment among women. While the direct cost of STDI maternity benefits was
modest, the wage effects I observe are well within the magnitudes suggested by the literature on
the costs of training and turnover (Manning, 2011; Boushey and Glynn, 2012).

A final exercise provides suggestive evidence that the effects on women’s labor-market out-
comes were indeed driven by employers’ perceptions of the cost of providing maternity leave to
their female workers. If the availability of STDI maternity benefits led to shifts in demand for fe-
male labor, we would expect these effects to be strongest in positions where employees’ absence or
turnover is most costly to the firm. In line with this theoretical prediction, I find that wage effects
are largest in occupations with the largest expected firm-side cost of paid leave.

This paper contributes to several strands of the academic literature. First, while previous work
has acknowledged the role of STDI as a source of maternity benefits (Stearns, 2015; Rossin-Slater,
2018), to my knowledge this is the first paper to trace out the history of the anti-discrimination laws
that ushered in these benefits. This historical variation in the timing and intensity of the expansion
lends itself to a new identification strategy that provides new traction in the effort to study paid
leave’s effect on the U.S. labor market. An advantage of this variation is that the expansion of
benefits was broadly applied, triggered widespread takeup, and affected a population that in most
cases had no previous source of maternity benefits.

This paper also contributes to the literature on the labor-market consequences of parental
leave. A substantial body of evidence suggests there is demand for more generous leave policies
among new mothers and, to a lesser extent, fathers (Rossin-Slater, Ruhm and Waldfogel, 2013;
Baum and Ruhm, 2016; Byker, 2016; Persson and Rossin-Slater, 2019). Recent work in U.S.
settings has broken new ground by estimating effects on mothers’ long-run outcomes by combining
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(Bana, Bedard and Rossin-Slater, 2020) and difference-in-difference designs (Bailey et al., 2019).
However, the academic literature has produced relatively little evidence on the implications of a
new, national paid-leave policy for the overall labor market (Olivetti and Petrongolo, 2017), in part
because of the scarcity of policy variation.

Finally, these results contribute to the literature on family policy and the persistence of gender
gaps in the labor market (Goldin, 2014; Blau and Kahn, 2017). Recent literature has documented
the central role played by parenthood and the structure of work (Goldin, 2014; Cortés and Pan,
2018; Kleven, Landais and Sggaard, 2019). Parental leave and other family policies have been
billed as tools to even the playing field by promoting flexibility in the workplace and labor-force
attachment for mothers. The bulk of the empirical evidence on these policies comes from European
settings, where allotments of leave, child care, and other amenities are relatively generous, and in
this context expansions of family benefits often have small or even negative impacts on women’s
labor-market outcomes (Havnes and Mogstad, 2011; Ginja, Karimi and Xiao, 2020; Fernandez-
Kranz and Rodriguez-Planas, 2021; Kleven et al., 2021). This paper contributes to this literature
by studying a modest expansion of paid leave in a setting with very few policies designed to
support working parents. While the estimates in this paper are not directly informative of the
welfare implications of parental leave, they suggest that paid leave allotments will not necessarily

narrow gender gaps in the labor market.
2 America’s first paid maternity leave policy

The United States is an outlier among developed nations when it comes to parental leave. No
national policy guarantees paid leave for parents who wish to take time away from work before or
after the birth of a new child. In 2017, only 15 percent of U.S. private-industry workers reported
having access to paid family leave (U.S. Bureau of Labor Statistics, 2017). Less well-known is
the fact that many American mothers have access to paid maternity leave through STDI. These
policies are required to pay benefits to new mothers by anti-discrimination laws enacted nationally
in 1979 and even earlier in many U.S. states. The state-by-state enactment of these laws provides

a setting to evaluate the effects of paid leave in a U.S. context.



2.1 The role of state disability and anti-discrimination policy

The U.S. short-term disability insurance industry emerged in the mid-19th century in response to
demand for a source of income replacement for temporarily disabled workers (Faulkner, 1940).
While access varied widely across states and industries, by 1954 STDI policies covered about 48
percent of workers in states without coverage mandates (Price, 1986). However, in 1942, Rhode
Island created the Cash Sickness Compensation System with the goal of offering wage replacement
that nearly all workers could draw on in the case of an illness or injury. California, New Jersey, and
New York followed suit by making STDI coverage universal in the next few years, while Hawaii
and Puerto Rico adopted their own programs in the 1960s (Kamerman, Kahn and Kingston, 1983;
Wisensale, 2001). While data on STDI coverage at the state level is not available during this time
frame, Figure 1a plots estimates of coverage among working women based on the 1976 Survey
of Income and Education (see Section 3 for details on these calculations). The figure shows that
access to STDI varied widely across states, from as low as 29% in South Dakota to 54% in Ohio
and virtually universal in the five states with long-standing disability insurance policies.

This pre-existing variation in coverage became particularly consequential in the 1970s, when
a series of state laws banned workplace discrimination on the basis of pregnancy. The staggered
expansion of these laws is shown in Figure 1b. While these laws came in a variety of forms —
including acts of the legislature in Montana in 1972 and Maryland in 1977, administrative rulings
in Kansas in 1975 and Illinois in 1976, and state supreme court decisions such as those in Iowa
in 1975 and New York in 1976 — the end result was similar: group STDI plans could no longer
exclude childbirth as a covered disability. When Congress approved the Pregnancy Discrimination
Act of 1978, this policy was imposed on the rest of the nation, effectively creating America’s first
paid maternity leave policy.!

The STDI maternity benefits provided to women were relatively modest by the standards of
most OECD countries. They generally covered between one-half and two-thirds of usual weekly
wages and lasted between 6 and 10 weeks. While the anti-discrimination laws offered no formal
guarantee that a mother’s job would be protected, they did require that women on maternity leave

receive treatment equal to that afforded to others who were absent due to a disability. This formu-

"'A detailed description of the enactment of state anti-discrimination laws is provided in Appendix A.



Figure 1: Variation in access to paid maternity leave through short-term disability insurance

(a) Estimated share of working women with STDI coverage, 1976

Share of working women with STDI 29-40% 41-46% . 47-49% . 50-54% . Universal

(b) Timing of state pregnancy discrimination laws

Year of anti-discrimination law . Before 1970 . 1972-73 . 1975-76 1977-78 1979

Notes: Share of women with STDI coverage is estimated using sample of working women age 18-45 in the 1976 Sur-
vey of Income and Education, using employer- or union-sponsored health insurance coverage as a proxy for employer-
or union-sponsored STDI. See Appendix section A.1 for details. See Appendix section A for details regarding the
state-by-state enactment of pregnancy discrimination laws. States where federal Pregnancy Discrimination Act was
binding are shown as enacting the law in 1979. States not shown are Alaska (estimated 40% coverage, 1975 adoption
of pregnancy discrimination law) and Hawaii (universal coverage, 1973 adoption).



lation could cut both ways: While it afforded “soft” job protection to women at firms that allowed
disability leave, it technically did not preclude employers from uniformly revoking the right to
disability leave for all workers.

While the push for these anti-discrimination laws was successful in many states — and in
Congress — they inspired substantial opposition from the business community. After Maryland’s
legislature voted to pass its anti-discrimination bill in 1977, the state’s Chamber of Commerce
launched an “urgent” campaign to convince the governor to veto it, arguing that “costs to em-
ployers would rise substantially” (Rousmaniere, 1977). Industry representatives objected not only
to direct costs of the benefits. Ardie Epranian, a representative of the AVX Corporation, warned
members of Congress in a hearing on the Pregnancy Discrimination Act of 1978 that the “real
cost is the hidden increase in claims incidence and additional time lost that would be the inevitable
consequence... It is rather easy to envision the abuses and extra time lost that can occur.” Similarly,
a representative of the Electronic Industries Association cited figures from a recent Supreme Court
decision, General Electric Co. v. Gilbert, that had sided against a woman who sought disability
benefits for pregnancy:

“Other costs associated with this legislation, and I think that some of these have been
overlooked, are productivity costs. Employee replacements for women on pregnancy
leaves are not as productive as experienced workers. We feel that providing disability
benefits will result in longer leaves... It costs money to screen and hire new employees,
and as the Gilbert case points out, 40 to 50 percent of females on pregnancy leaves do
not return” (U.S. House of Representatives, 1977).

The legislative debate demonstrates that the salient firm-side costs of maternity leave included
not only the pecuniary cost of the benefits, but also the cost of employee absence and turnover.
While the magnitude of these costs is difficult to quantify, the literature on turnover costs suggests
they can be substantial (Manning, 2011; Boushey and Glynn, 2012). Furthermore, the impact of
these costs on women’s labor-market outcomes may be magnified by factors such as taste-based
discrimination or the availability of substitute groups of workers who could not make use of the

benefits. I discuss these considerations further in section 2.3.



2.2 The enactment of STDI maternity coverage

In practice, the enactment of STDI maternity benefits amounted to a large expansion of paid leave
for American women. Figure 2a illustrates the variation in maternity benefit receipt over time
that was created by the enactment of anti-discrimination laws in two states with available data,
California and New York. The figure plots STDI pregnancy claims as a share of births to residents
of each state. With the exception of complications from childbirth, neither state provided STDI
benefits to new mothers before pregnancy coverage was extended in 1977. However, the reform
led to a sharp increase in benefit receipt, leveling off at roughly 25-30 percent of births or about
half of working mothers.?

Figure 2b illustrates the differing “bite” that the anti-discrimination laws had across states.
The figure displays the share of mothers, by month relative to childbirth, who report receiving
STDI benefits in the 1984-1989 panels of the Survey of Income and Program Participation (SIPP).
Benefit receipt spikes for women in both states in the months around the birth of a child, but it is
much higher in universal-STDI states (solid line) than among women in all other states (dashed
line).> These differences in the take-up of STDI benefits over time and across states provide
prima facie evidence of the importance of STDI in the growth of maternity leave among American

women.

2.3 Expected effects of paid maternity leave

Discussions of the provision of paid parental leave often focus on its implications for mothers and
fathers, the time they spend at home caring for a new child, and their likelihood of returning to a job.
A robust theoretical and empirical literature suggests that these policies lead unambiguously to an
increase in the use and length of maternity leave (Klerman and Leibowitz, 1997; Waldfogel, 1999;
Baum, 2003; Han and Waldfogel, 2003; Baker and Milligan, 20085; Han, Ruhm and Waldfogel,
2009; Baum and Ruhm, 2016; Rossin-Slater, Ruhm and Waldfogel, 2013; Byker, 2016).

The implications for parents’ subsequent labor-market outcomes are less clear. Parental leave

2Eligibility requirements for STDI benefits are minimal in California and New York, suggesting that the share of
eligible mothers can be approximated by the share of New York and California women with a child age 0 who report
working for pay in the previous year to the March CPS. This figure hovered between 40 and 50 percent during the late
1970s and early 1980s, suggesting a take-up rate among eligible women of about 50 percent.

3 Additional estimates of take-up by demographic group are provided in Figure Al.



Figure 2: Varying take-up of STDI pregnancy benefits over time and across states

(a) Share of new mothers receiving STDI benefits in two high-coverage states
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(b) Take-up of STDI benefits was higher in high-coverage states
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Notes: STDI maternity benefits were distributed beginning in January 1977 in California and August 1977 in New
York. Data in Figure 2a is constructed by dividing the number of STDI pregnancy claims by month or year in Califor-
nia and New York by the number of births to residents of those states. STDI pregnancy claims provided by California
Employment Development Department and New York Workers Compensation Board. Birth records come from Natal-
ity Detail Files accessed via ICPSR. Data in Figure 2b comes from sample of women age 18-45 who gave birth during
the 1984-1989 panels of the Survey of Income and Program Participation. Solid line shows share of women receiving
STDI maternity benefits, by month relative to childbirth, in the universal-STDI states of California, New York, New
Jersey, Hawaii, and Rhode Island. Dashed line shows share receiving benefits by month in all other states.



may promote attachment to the labor force and retention of firm-specific human capital (Kler-
man and Leibowitz, 1997), but the extended time away from work may also harm labor-market
prospects through mechanisms such as signaling or deterioration of human capital. Much of the
evidence on this question comes from Canada and countries in Europe, with their relatively long
policy histories and detailed administrative records. This research often finds that more gener-
ous benefits lead to very small negative or null long-run effects on mothers’ careers (Lalive and
Zweimiiller, 2009; Lalive et al., 2014; Schonberg and Ludsteck, 2014; Dahl et al., 2016; Canaan,
2019; Kleven et al., 2021; Bergemann and Riphahn, 2022). However, evidence on reforms in
Canada (Baker and Milligan, 2008a), Germany (Frodermann, Wrohlich and Zucco, 2020; Berge-
mann and Riphahn, 2022) and Great Britain (Stearns, 2018) suggests that relatively short leave
allotments that incentivize job retention can lead to long-run labor-market gains for mothers. The
importance of these institutional details underscores the need for additional evidence from the
United States, where labor-market institutions are different and family policies are less generous.
While evidence suggests that recent U.S. paid leave expansions have increased mothers’ labor-
force participation (Rossin-Slater, Ruhm and Waldfogel, 2013; Byker, 2016) and even job reten-
tion (Baum and Ruhm, 2016; Bana, Bedard and Rossin-Slater, 2020) early in their children’s lives,
Bailey et al. (2019) find that California’s 6-week extension of paid leave in 2004 led to a decrease
in employment and earnings for eligible mothers, even 6 to 10 years after giving birth.

Parental leave policies may also impact the labor market in ways not captured by the leave-
taking and subsequent employment of mothers and fathers. For example, the availability of leave
may affect the labor-force participation decisions and occupational choices of future parents or
even non-parents. On the firm side, leave policies may have implications for hiring and other
personnel decisions (Brenge et al., 2018; Gallen, 2019; Ginja, Karimi and Xiao, 2020). Because
mothers are more likely to make use of parental leave, these policies may also reinforce traditional
social norms or create “glass ceiling” effects that reduce gender equality (Angelov, Johansson and
Lindahl, 2016; Thomas, 2018; To, 2018; Xiao, 2021). Evidence on these mechanisms from the
United States has relied on state-level, intensive-margin expansions of paid leave in California
and New Jersey (Das and Polachek, 2015) and the FMLA’s expansion of unpaid leave to eligi-
ble women at large firms (Waldfogel, 1999). Much less is known about the implications of an

extensive-margin, national expansion of a modest amount of paid leave. This paper contributes to
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the literature by outlining exactly this type of setting, and the cross-state and timing variation in
the expansion of STDI maternity benefits may provide more traction to study broad effects on the

labor market.

3 Data and empirical strategy

I draw on several sources of data to study the impact of STDI paid maternity benefits on the
U.S. labor market. First, to study the impact of STDI maternity benefits on the short-run labor-
market outcomes of American mothers, I construct a sample of women from the 1984-1989 SIPP.
The SIPP’s longitudinal data provides detailed information on labor-market activity and receipt of
income from a variety of sources, including STDI. Most importantly, the 1984 and 1985 panels
include a module on fertility and migration that asks women about their labor supply just prior to
and after their first childbirth.* T use this module to construct a balanced panel of monthly labor
supply for each mother, from 9 months before childbirth to 12 months after. The panel provides
the year and month of childbirth, and in my preferred specifications I proxy for state of residence
at childbirth with the mother’s state of birth.> Summary statistics for this sample are shown in
column 1 of Table 1. The average mother gave birth for the first time at just under 24 years of
age, and about two-thirds were employed at some point during their pregnancy, consistent with

aggregate trends during this period (Goldin and Mitchell, 2017).

“The survey asks three questions of importance. First, in what year and month did the woman give birth to her
first child? Second, did she work during this first pregnancy? And finally, if she did work, when did she stop working
before the birth and when, if ever, did she return?

3This choice avoids concerns about endogenous migration after childbirth and delivers qualitatively similar esti-
mates to those that use contemporaneous state of residence or the limited migration history available. In Appendix
C.1, I use data on children born just before the 1970 or 1980 decennial Census to study effects on leave-taking for all
births, including higher-parity births.
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Table 1: Summary statistics

(1) (2) 3)
SIPP CPS CPS
mothers  women men
Age 23.8 30.3 304
(4.08) (7.82) (7.85)
Nonwhite 0.12 0.15 0.12
(0.32) (0.35) (0.33)
HS graduate 0.89 0.82 0.81
(0.31) (0.38) (0.39)
Some college 0.41 0.25 0.25
(0.49) (0.05) (0.05)
College graduate 0.19 0.16 0.21
(0.39) (0.37) 0.41)
Married 0.83 0.63 0.59
(0.38) (0.48) (0.49)
Employed 0.67 0.61 0.84
0.47) (0.49) (0.36)
Hours worked last week . 20.33 34.68
() (19.73) (20.73)
Hourly wage (2019%) : 16.03 2291
() (9.12) (13.45)
Observations 4,401 1,373,712 1,254,487

Notes: Tables shows sample means (standard deviations) from the main analysis samples from the 1984-1985 Survey
of Income and Program Participation (SIPP) fertility and migration modules and the Current Population Survey (CPS)
May and Multiple Outgoing Rotation Groups, 1969-1987. SIPP mothers: Sample includes women who report giving
birth to their first child between 1970 and 1985. Age and marital status are measured as of first birth, and employment
is an indicator for being employed at any point during the first pregnancy. CPS women and men: Sample includes
women (column 2) and men (column 3) between ages 18-45. Employment is an indicator for holding a job in the
reference week. Hourly wage is collected starting in 1973 and is not available from labor force nonparticipants. In
addition, following Lemieux (2006), I use reports from both hourly and salaried workers, and I drop imputed hourly
wages and values less than $1 or greater than $100 in 1979 dollars. Resulting sample sizes are 570,902 (column 2)
and 658,639 (column 3).

I complement the data from the SIPP with the analysis of data from the Current Population
Survey (CPS) May Extracts from 1969-1978 and the Outgoing Rotation Groups (ORG) from 1979-
1987. The strength of these data is that they provide a high-quality measure of hourly wages
beginning in 1973, and employment back to 1969. The drawback is that these surveys did not

collect information on children under age 14 until the 1980s, so I cannot observe anything related
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to fertility or the presence of young children. For this reason, I use these data for my analysis of
the effect of STDI maternity benefits on all women. An additional complication in the early CPS
data is that some states are consolidated into groups. After dropping Hawaii and Connecticut from
the sample because the date of their reform coincides with the beginning of the sample containing
hourly wages, I am left with 27 states or state groups. Following Lemieux (2006), I use the wage
reports of both hourly and salaried workers, dropping imputed values and observations with an
hourly wage less than $1 or greater than $100 in 1979 dollars. To study labor supply, I use the
CPS definition of employment and a measure of hours worked in the previous week. I also limit
the sample to women of “child-bearing age” — defined here as ages 18-45 — and men of the same
age range. Columns 2 and 3 of Table 1 show summary statistics for women and men, respectively;
women are substantially less likely to be employed and the raw hourly wage gap is just under
70%.

Finally, to measure exposure to STDI maternity benefits, I require information on the avail-
ability of government-, employer-, or union-provided STDI and the enactment of state- or federal-
level pregnancy discrimination laws. My hand-collected information on the timing of anti-discrimination
laws is summarized in Appendix A. In cases where I am able to distinguish the date of enactment of
the laws from the date of passage, I code the date of treatment as the former when studying moth-
ers’ take-up of paid leave and the latter when studying broader labor-market responses. Measuring
access to STDI is more difficult because little information exists at the sub-national level prior to
the 1980s. As a result, I rely on the 1976 Survey of Income and Education (SIE), a large-scale
supplement to the CPS that collected information on employment status and access to employer-
or union-provided health insurance. I then take advantage of the fact that employer offers of STDI
are highly correlated with — although rarer than — offers of health insurance to impute STDI cover-
age (Levy, 2004). The procedure I use to impute access to STDI is discussed further in section 3.1
and Appendix A.1.

Several other public sources of data are used to operationalize and test my research design.

These data are described further in the sections that follow.
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3.1 Empirical strategy

My main empirical approach relies on the following event-study specification that makes use of
both the variation in timing of anti-discrimination laws and the differential “bite” of these laws in

states with more and less access to STDI:

yVist = STDI k;1 Tl {k=1—T;} + X, B+ &+ 6,5 + Eist (1)
where y;y is the outcome of interest, defined for individual i in state s at time 7, and 7" is the year
the pregnancy anti-discrimination law was enacted in state s. The specification includes state fixed
effects O, that adjust for time-invariant determinants of the outcome that may vary across states,
Census-region-by-year fixed effects 6,(,), that adjust flexibly for differential trends by region of
the country, and controls X, for age, race, and — where specified — other features of the policy and
macroeconomic environment that are discussed below.

The key variable ST DI is designed to capture state-level variation in female workers’ access
to STDI — i.e., the “dosage” of the treatment — without contamination from firm responses to
the policy.® Unfortunately, data on STDI coverage is not available in the 1970s or earlier. My
preferred estimate of ST DI relies on the fact that, as documented by Levy (2004) and demonstrated
in Appendix A.l, employer offers of STDI are strongly correlated with offers of other benefits,
including health insurance. The 1976 SIE allows me to observe the share of workers in each
state that receive health insurance through an employer or union. I use the SIE to estimate S7 DI

as:

STDI, = 21 lS( is '}/) mpis )
Zi misEmpis

where wj is a sampling weight for person i in state s, Emp; s an indicator for being employed, and
HI is an indicator for having health coverage through an employer or union. The parameter ¥ is
chosen so that average of HI;; — Y among among all workers age 18-64 in states without universal

STDI coverage is 0.486, the share reported by Price (1986). I calculate ST DI using only women

SFor example, firms could have responded by dropping STDI for all workers because anti-discrimination laws
required only equal treatment. This would likely attenuate the estimated effects on women’s wages, although aggregate
data from the Social Security Administration suggests this was not a common response (see Appendix Figure A2).
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age 18-45.7 1set ST DI, to 1 in universal states (Wisensale, 2001).8

The parameters of interest from equation (1), 7, can be interpreted as the causal effect of paid
leave under the key assumption that the enactment of STDI maternity benefits is the only reason
that outcome y;y is correlated with my treatment variables. Confounders of this assumption could
come in two general forms. First, if conditional on the covariates, trends in y;; differed across
states, estimates of 7, for k > 0 may not represent the causal effect of STDI maternity benefits.
Second, a break in the trend in unobserved determinants of outcome y;y, if correlated with the
enactment of paid leave through STDI, would lead me to erroneously attribute the changes in the
outcome to STDI maternity benefits.’

My flexible event-study specification provides a built-in placebo test of the former assump-
tion. To the extent that violations of the parallel trends assumption are present even before the
advent of STDI maternity benefits, they would be likely to appear in the form of estimates of T
for pre-reform periods that are significantly different from 0. On the other hand, the latter poten-
tial confounder — the presence of shocks to women’s labor-market outcomes that are correlated
with the expansion of STDI maternity benefits — is fundamentally untestable. I will discuss this
assumption further and provide some suggestive evidence of its validity in section 3.2.

In addition to my main event-study specification, I use a restricted version of equation 1 to

estimate summary measures of the impact of STDI maternity benefits:

Vist = TsrSTDI1 {0 < k <4} + 1 rSTDIT{5 < k <9} + X/, + 8 + O,(s) + Eist 3)

"While this approach approach takes advantage of the substantial cross-sectional variation in the “bite” of preg-
nancy discrimination laws, it also imposes a linear relationship between exposure and my outcomes of interest. In
Appendix C.2, I report more flexible estimates that allow for non-linearity in the dose-response. I also report esti-
mates using an alternative measure of ST DI that relies on industry-level estimates of coverage from the BLS National
Compensation Survey, linked to individual-level data from the 1970 Census. These results are discussed in Appendix
C.3.

8 Appendix A examines the predictive power of this measure by comparing ST DI to STDI benefit take-up in the
1984-1989 SIPP. Despite the small samples and well-known issues of under-reporting in the SIPP (Meyer, Mok and
Sullivan, 2015), I find a correlation of 0.45 between ST DI; and take-up among mothers in non-universal STDI states,
suggesting this measure meaningfully captures the cross-sectional variation in STDI access. The correlation rises to
0.82 if I include the five universal STDI states.

9A growing literature on two-way fixed effect models in settings with staggered program adoption highlights the
sensitivity of such tests (Goodman-Bacon, 2021; Sun and Abraham, 2021). In Appendix C.3, I consider an alternative
estimator proposed by Sun and Abraham (2021) and show that it delivers results similar to my standard event-study
design, suggesting that heterogeneous treatment effects do not substantially alter the conclusions drawn from estimates
using equation 1.
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where Tgr represents the “short run” effect in the first five years after the expansion of paid leave
benefits, and 77z represents the “long-run” effect in the second five years after the reform.'? This
specification increases statistical power and provides a concise summary measure under the as-
sumption that any level shift in outcome y;y in periods k > 0 relative to periods k£ < 0 is due solely
to the effect of STDI maternity benefits. In some instances, I test the sensitivity of this assumption
by adding a linear term in event time interacted with exposure to STDI for pre-reform periods

k <O.

3.2 Internal validity of the research design

My identification strategy relies on the assumption that no unobserved determinant of labor-market
outcomes is correlated with the expansion of STDI maternity benefits. While an evaluation of my
estimates of 7; for k < 0 from equation 1 may provide suggestive evidence of the validity of the
design, they cannot speak to the possible existence of shocks to women’s labor-market outcomes
that may be correlated with the expansions of paid leave through STDI.

I begin by constructing a state-year panel that measures access to a range of policies. The first
such policy is access to early childhood education, which expanded greatly during the 1960s and
1970s via Head Start and state-level kindergarten funding programs (Cascio, 2009; Wikle and Wil-
son, 2020; Bailey, Sun and Timpe, 2021). Second, I examine access to federally funded programs
that provided health and infant care to mothers and their children (Bailey, 2012). The third poten-
tial confounder is access to federally funded family planning programs, which have been found to
impact fertility (Bailey, 2012). The final potentially confounding factor is the expansion of state
unilateral divorce laws (Gruber, 2004; Wolfers, 2006).!! Each of these policies saw considerable
changes during the 1960s and 1970s and may have played a role in women’s labor-market deci-
sions. If correlated with the timing of the expansion to STDI maternity benefits, a sharp break in
measures of exposure to these policies would be cause for concern that my estimates are driven by

factors unrelated to paid leave (Pei, Pischke and Schwandt, 2018).

10The specification also includes indicators for periods outside the balanced window of event time, interacted with
ST DI;. I omit these terms for brevity. These terms ensure my estimates of Tsg and Ty are not affected by compositional
changes in the extremes of event time.

"For each set of policies, I construct a state-year panel that tracks exposure to each of these policies and regress the
appropriate indicator on equation 1. Further details on sample construction are available in Appendix A.2.
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The results are shown in Figure 3. Figure 3a shows no evidence of a sharp, coinciding change
in access to early education programs. My measure of Head Start access delivers a precisely
estimated 0, which is unsurprising since the vast majority of programs were rolled out by the end
of the 1960s (Bailey, Sun and Timpe, 2021). Meanwhile, kindergarten programs trend slightly
downward, but the estimates are never statistically distinguishable from 0. Crucially, there is no
evidence of a trend break that coincides with access to STDI maternity benefits.

Figures 3b, 3c, and 3d evaluate the possibility that STDI maternity benefits were correlated
with grants for programs to support child health and infant care, grants for family planning, and
unilateral divorce laws, respectively. None of the figures show evidence of coinciding changes in
these potentially confounding policies. Overall, the results in this section suggest little reason to
think some of the most likely confounders are driving my estimates of effects on female labor-force
outcomes.!?

A final consideration is the extent to which the labor-market effects I explore can be attributed
to other components of the Pregnancy Discrimination Act and its state-level predecessors. Gruber
(1994) highlights the effect of these laws on health insurance coverage for the medical costs of
childbirth. He argues that firms shifted the cost of the health insurance component of the mandate
onto workers — and especially women — in the form of lower wages.

While these two channels are difficult to disentangle with certainty — employer offers of
health insurance and STDI are highly correlated but unobserved in my data — there are several
reasons to interpret the estimates in this paper as primarily the effects of maternity leave. First, in
addition to the variation in timing of the anti-discrimination laws, my results rely on long-standing
cross-sectional variation in access to STDI that stems from state-level differences in disability
policy and industrial mix. This variation does not have a similar impact on medical coverage.
Second, while the timing of STDI maternity benefits and the health insurance reform studied by
Gruber (1994) often coincided, a handful of states adopted these policies at different times. In the
appendix, I replicate Table 4 of Gruber (1994) and show that the wage effects are driven by states

where STDI maternity benefits were adopted in concert with enhanced health insurance benefits,

"2In Appendix section A.3 T report additional estimates from an exercise that tests for systematic relationships
between state characteristics and the timing of the expansion of anti-pregnancy discrimination laws. I find little
evidence that the timing of these state-level laws was correlated with state characteristics as measured in the 1960
Census.

17



Figure 3: Evaluating the internal validity of the expansion of STDI maternity benefits

(a) Early childhood education (b) Maternal support programs
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Notes: Panels show estimates of T from equation (1) where dependent variable is a measure of exposure to policies
that may affect women’s labor-market outcomes and fertility and family formation decisions. Outcomes in panel A
are indicators of access to state-funded kindergarten or local Head Start preschool programs (Cascio, 2009; Bailey,
Sun and Timpe, 2021). Outcomes in panel B are indicators of exposure to federally funded Maternal and Child
Health or Maternal and Infant Care programs. Outcome in panel C is an indicator for having a local family planning
program (Bailey, 2012). Outcome in panel D is an indicator for having a state-level unilateral divorce law (Gruber,
2004; Wolfers, 2006). See Appendix A.2 for more details on data sources and construction of outcome variables.
Regressions run at the state-year level, weighted by state population. Error bars show pointwise 95% confidence
intervals constructed using standard errors clustered at the state level.
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but were absent where health insurance benefits were adopted alone. Finally, even if we allow for
some portion of the wage effects to be driven by health insurance costs, these estimates may still be
interpreted as informative about an expansion of paid maternity leave since such policies generally
entail the continuation of benefits such as health insurance along with wage replacement and job

protection.!3

4 Results

4.1 Short-run impacts on mothers

I first examine the effect of access to STDI maternity benefits on short-run leave-taking using
retrospective data from the SIPP. Table 2 examines the effect on labor supply at various times
relative to the birth of her first child. Each cell reports an estimate of Tsg from equation 3.

Panel A of Table 2 tests whether the expansion of STDI maternity benefits altered the share
of women who worked at any time during pregnancy. I interpret this as a test for STDI-induced
selection into the labor force prior to childbirth. I find no evidence that first-time mothers with
access to paid leave were more likely to work during pregnancy. In fact, I estimate a statistically
insignificant 2.8 percentage-point decrease in the share working during pregnancy, and the 95%
confidence interval rules out increases larger than 5 percentage points or 7%. Similarly, I see no
statistically significant changes for several sizeable subgroups — white mothers, married mothers,
and mothers with and without some college education.'* These results provide little support for
business groups’ concern (see discussion in section 2.1) that the availability of paid leave would

attract less-committed workers to the labor force.

B3For example, the U.S. Family and Medical Leave Act (FMLA) requires employers to continue providing group
health insurance coverage to workers while absent on leave.

141 see no significant effects for nonwhite or unmarried mothers either, but these groups are so small that the 95%
confidence intervals also cannot rule out implausibly large effects in either direction.
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Table 2: Effect of access to STDI benefits on the share of women at work,
by time relative to first childbirth

(D (2) 3) 4) )
All White Married HSonly College
Panel A: All first-time mothers
Anytime during pregnancy  -0.028 -0.057 -0.053 -0.035 -0.039
(0.040) (0.045) (0.045) (0.045) (0.061)
[0.68] [0.71] [0.71] [0.60] [0.79]
Observations 4,368 3,867 3,614 2,565 1,802
Panel B: Conditional on ever working during 1st pregnancy
Second trimester 0.008 -0.000 -0.020 -0.005 0.003

(0.032) (0.033) (0.032)  (0.042)  (0.044)
[0.86] [0.86] [0.87] [0.83] [0.89]

Third trimester 0.025 0.009 0.006 -0.019 0.050
(0.022) (0.025) (0.028) (0.056) (0.036)
[0.52] [0.52] [0.53] [0.49] [0.55]

Child age 1-3 months -0.087** -0.106*%** -0.107***  -0.038  -0.145%*%*
(0.036) (0.034) (0.031)  (0.057)  (0.033)
[0.27] [0.27] [0.26] [0.26] [0.29]

Child age 4-6 months -0.048 -0.068 -0.081%* 0.012  -0.116%**
(0.051) (0.049) (0.048)  (0.075)  (0.050)
[0.43] [0.42] [0.42] [0.40] [0.46]

Child age 7-12 months -0.045 -0.073 -0.086 0.003 -0.109%*

(0.055) (0.053) (0.057)  (0.066)  (0.056)
[0.49] [0.49] [0.49] [0.46] [0.53]

Observations 2,924 2,674 2,535 1,523 1,401

Notes: Table displays estimates of the effect of gaining access to STDI maternity benefits on the probability of working
during the time frame specified in the left-hand column. Each cell is a separate estimate of Tsg from equation 1 with
event-time pooled to capture the first 5 years post-reform. The dependent variable is an indicator for being at work
during the time frame specified in the left-hand column. Data is drawn from 1984 and 1985 Survey of Income and
Program Participation topical module on fertility and migration. Sample includes women who gave birth to their first
children in the United States between 1970 and 1985. Panel B additionally restricts the sample to women who reported
working at some point during the first pregnancy. The specification includes fixed effects for state of birth, year of
childbirth, and month of childbirth. Standard error reported in parenthesis is clustered at the state of birth level. Figure
in brackets is the counterfactual mean of the dependent variable.

In panel B of Table 2, I turn my attention to women who were in the labor force at the onset of
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pregnancy and ask how the availability of STDI maternity benefits altered the path of labor supply
between conception and the child’s first birthday.!> Each cell represents a separate estimate of the
effect of access to maternity benefits on the likelihood of working during the time period specified.
I see no significant effects in the first or second trimester. However, during the first three months
postpartum, access to STDI maternity benefits leads to a sharp and statistically robust decrease
in the amount of time spent at work. This decrease is most pronounced for relatively advantaged
groups — it is larger for white and married women, small and indistinguishable from O for women
with no more than a high school education, and particularly large for women who attended at least
some college.

A more detailed picture can be found in Figure 4, where I plot estimates of Tgg by single
month for all mothers who worked during childbirth. Here we see the largest drop in labor supply
in months 1-3 postpartum. To get a sense of the impact on time spent at home in the aggregate, we
can simply sum the coefficients from months O through 5, the primary period during which women
take maternity leave. This sum amounts to an intent-to-treat effect of -0.35 months, or about 1.5
extra weeks spent at home relative to the counterfactual. To get an estimate of the treatment effect
on mothers who received STDI, I scale these figures by 0.4, my best estimate of the effect of the

expansion of STDI maternity benefits on maternity benefit receipt.'®

This exercise suggests that

women who received STDI benefits took about 3.8 weeks extra away from work on average.
Given that STDI generally provided only between 6 and 10 weeks of wage replacement,

these figures suggest the benefits induced longer leaves of roughly two-fifths to two-thirds of the

full length of time allotted. These estimates are similar in magnitude to the response to more

recent expansions of leave policy. For example, in an analysis of California’s 2004 paid family

5The restriction of the sample to women who were employed at conception is partly due to data limitations. Un-
fortunately, the SIPP did not ask questions about subsequent labor-force attachment of women who did not report
working at any time during pregnancy, so I cannot conduct a similar analysis for the full sample of women. However,
the restriction is also justified by the lack of evidence of selection into the workforce prior to pregnancy (see panel A)
and the fact that women who did not work at all during pregnancy were unlikely to be eligible for STDI benefits.

16This figure is calculated as follows: Data from the 1984-1989 panels of the SIPP suggests roughly 18 percent of
new mothers receive STDI benefits in universal-STDI states, but only 2 percent in other states (see Appendix Figure
Al). While these estimates are known to be downward biased (see Meyer, Mok and Sullivan (2015) and Figure 2a),
if the ratio of these two figures represents the true ratio, then administrative data on STDI receipt among mothers
from New York and California suggests 3.3 percent of women in non-STDI states received benefits in the wake of the
reform, % = 0.033. The difference in the share of working women covered in the two groups of states is roughly
0.65, which suggests that providing access to paid leave to women results in a change in probably of receiving STDI
maternity benefits of 0‘36_72‘5033 ~0.4.
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leave expansion, Rossin-Slater, Ruhm and Waldfogel (2013) estimate that an extra 6 weeks of paid
benefits led to roughly 3 extra weeks of leave for new mothers, quite similar to the magnitude of

my estimate.

Figure 4: Effect of paid leave on mothers’ labor supply in months around childbirth
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Notes: Data includes women from the retrospective fertility module in the 1984 and 1985 SIPP. Sample is limited to
women whose first child was born between 1970 and 1985 while between the ages of 18 and 45. Women are asked
about labor supply by month only if they worked during their first pregnancy. Figure shows intent-to-treat estimates
of STDI exposure on time spent at work by month relative to childbirth, using a version of equation (1) that restricts
event time to dummies indicating birth before or after the reform. Standard errors in are clustered at the state level.

Appendix Figure A3 shows estimates separately for white mothers, married mothers, and
mothers split by education. I see little evidence of a response to the policy among women without
any college education. On the other hand, women with some college experience responded most
strongly of any group. Interestingly, I see evidence of an increase in labor supply in the month

before childbirth for women with some college education. This suggests that even though the
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policy did not induce women into the labor force on the extensive margin, it did have an intensive-
margin impact on their attachment during pregnancy, as women responded to the incentive to stay
on the job through childbirth to preserve eligibility for STDI benefits. These more-educated women
were also disproportionately likely to respond to the availability of paid leave by extending their
time away from work in the months following childbirth. Women with some college experience
take an extra 2.7 weeks away from work (6.7 more weeks for beneficiaries) during their children’s
first six months of life.

It is worth noting that due to data limitations, the estimates presented above are specific to
first-time mothers. In Appendix C.1, I use the 1970 and 1980 decennial Census to examine effects

on short- and medium-run employment and find effects are similar across birth parity.

4.2 Medium-run impacts on mothers

The retrospective SIPP data also allows me to look at mothers’ labor-market responses in the
medium run — up to a year after the birth of the first child. In theory, maternity leave policies may
increase the labor-market attachment of mothers by facilitating an institution in which they may
take extended leave without quitting a job. However, labor-force attachment may also fall for a
number of reasons — if, for example, the extended leave leads to deterioration in human capital,
increased discrimination from employers, or even changes in preferences.

The final two rows of Panel B of Table 2 suggest that the availability of paid leave led to labor-
market absences that extended even beyond the life of the STDI maternity benefits. The small size
of my sample results in noisy estimates for most groups. The exception is among women with
some college experience, where I find that mothers are 12 percentage points (25%) less likely to
be at work 4-6 months after childbirth and 11 percentage points (21%) less likely to work during

the second six months of the child’s life.!”

7In my analysis using the decennial Census in Appendix C.1, I find a medium-run decline in labor-force participa-
tion among all mothers, consistent with the decrease in employment found for mothers by Bailey et al. (2019) and by
several papers studying the European context (e.g., Lalive et al., 2014).
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4.3 The effect of paid leave on women’s wages

To examine broader impacts of the expansion of paid leave on the labor market, I turn to my sample
of women and men ages 18-45 from the 1973-1987 CPS May extracts and Outgoing Rotation
Group files. Because I am interested in the effect of paid maternity leave policy on the labor-market
prospects of all women of “child-bearing age,” regardless of decisions related to parenthood and
fertility, I do not restrict these samples on the presence of children.

A simple model of labor-market responses to mandate maternity benefits would suggest that
shifting labor supply and demand curves would yield downward pressure on women’s hourly
wages but ambiguous effects on employment. Figure 5a provides evidence in line with this the-
oretical prediction: The estimates show little evidence of a pre-trend in log wages — if anything,
there is a slight upward trend in some specifications that works against finding a negative effect
— but a steady decrease in the wake of the reform that remains statistically significant nearly a
decade later. The estimates change little with the addition of several measures of the policy and
economic environment — specifically, per-capita transfers from the Earned Income Tax Credit and
other sources, real state GDP, and the existence of unilateral divorce laws. Finally, given that the
details of STDI policies varied considerably from state to state, we may be concerned about the
possibility that heterogeneous effects have an impact on my estimates. If so, we would expect the
results to change substantially in an unweighted regression (Solon, Haider and Wooldridge, 2015),
but in fact the estimates are reassuringly stable.

By contrast, Figure 5b shows little evidence that men in the same age group saw a substan-
tial or long-lasting deterioration in their hourly wages. The trend is flat across all specifications,
offering reassurance that the effect is driven by the combination of access to STDI and the enact-
ment of anti-discrimination policies, rather than a more general shock that affected workers of all
demographic backgrounds.

Table 3 explores these results further. In my baseline specification, women’s wages fell by
5.6 log points in the first five years after the reform, and 5.9 log points in the second five years,
underscoring the persistence of the decrease. These estimates are not sensitive to the addition of
covariates or the choice of weighting scheme. In line with the visual evidence of a pre-existing,

slight upward trend in Figure 5a, the addition of a linear pre-trend term increases the point esti-
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Figure 5: Effects of paid leave on hourly wages
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Notes: Graph shows event-study estimates from equation (1). Figure 5a shows effect on log of hourly wages in a
sample of women age 18-45, and Figure 5b shows effect on log of hourly wages in a sample of men age 18-45. Data
drawn from the 1973-1987 May CPS and 1979-1987 Merged Outgoing Rotation Group files. Following Lemieux
(2006), sample excludes self-employed and farm workers, as well as wages greater than $100 or less than $1 in 1979
dollars. All regressions use CPS sampling weights unless otherwise specified. Dependent variable is the natural log of
the reported hourly wage, converted to 2019 dollars using the CPI. Basic specification includes fixed effects for year,
month, state or state group, and a quadratic in age interacted with indicator of nonwhite race and Hispanic ethnicity.
Policy controls include measures of income transfers per capita, EITC payments per capita, real state GDP per capita,
and an indicator for state-level unilateral divorce laws. Standard errors are clustered at the state-group level.



Table 3: Effects of paid maternity leave on hourly wages

Dependent variable: Log wages

), (2) 3) 4) &) (6)
Panel A: Women age 18-45
First 5 years -0.056**  -0.046** -0.049%* -0.059*** -0.049%* -0.044**

(0.024)  (0.022)  (0.020) (0.021) (0.022)  (0.019)
Second 5 years  -0.059** -0.045* -0.048** -0.063**  -0.051* -0.042*
(0.029)  (0.025)  (0.023) (0.027) (0.027)  (0.023)

Age, race X X X X X X
Policy controls X X

Unweighted X

Linear pre-trend X

Education X

Occupation X
Mean (2019) 14.93 14.93 14.93 14.93 14.93 14.93
R-squared 0.15 0.15 0.15 0.15 0.27 0.43

Observations 570,902 570,902 570,902 570,902 570,902 570,720
Panel B: Men age 18-45

First 5 years -0.011 -0.002 -0.011 -0.011 -0.011 -0.013
(0.019)  (0.020)  (0.022) (0.016) (0.019)  (0.016)
Second 5 years 0.000 0.011 0.001 0.000 -0.001 -0.009

(0.021)  (0.021)  (0.023) (0.019) (0.021)  (0.019)

Age, race X X X X X X
Policy controls X X

Unweighted X

Linear pre-trend X

Education X

Occupation X
Mean (2019) 21.23 21.23 21.23 21.23 21.23 21.23
R-squared 0.28 0.28 0.28 0.28 0.35 0.43

Observations 658,639 658,639 658,639 658,639 658,639 658,512

Notes: Coefficients displayed are estimates of Tsg and Ty g from equation (3). Standard errors in parentheses are
clustered by state group. Sample includes women (panel A) and men (panel B) age 18-45 in the 1973-1987 CPS
May/MORG. All specifications include fixed effects for state group, month, and the interaction of year and Census
region. Age and race controls include a quadratic in age interacted with an indicator for nonwhite race. Policy controls
include measures of income transfers per capita, EITC payments per capita, and real state GDP per capita from the
Bureau of Economic Analysis, plus an indicator for state-level unilateral divorce laws (Gruber, 2004; Wolfers, 2006).
Specifications with a linear pre-trend include a linear term in event-time interacted with ST DI; for observations in
the four years preceding the reform that are balanced in event time. Occupation fixed effects are implemented using
time-consistent version of 1990 Census occupational coding scheme developed by Ruggles et al. (2017). Mean is
calculated in the year prior to the reform. Following Lemieux (2006), individuals with imputed wages or hourly wages
below $1 or above $100 in 1979 dollars ($3.52 and $352 in 2019 dollars, respectively) have been dropped. Wages
are converted to 2019 dollars using the CPI. Regressions are weighted using CPS sampling weights unless otherwise

specified.
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mate slightly to 5.9 log points. By contrast, effects on men’s wages are much smaller and never
statistically distinguishable from 0.

Columns 5 and 6 of Table 3 explore whether these decreases in women’s wages can be at-
tributed to changes in selection — either on the extensive margin of labor supply or into particular
types of work. In column 5, I add covariates for years of education attained, as well as indicators
for high school and college completion. If the availability of STDI benefits drove differential se-
lection into the workforce by skill level, I would expect these covariates to substantially attenuate
the estimates. Instead, the effect on women’s wages remains strongly significant both economi-
cally and statistically, suggesting that these changes in wages cannot be attributed to a change in
composition of the labor force.

Another possibility is that the expansion of paid leave shifted the occupational distribution
of working women — either because women sought out jobs that would offer STDI benefits or
greater flexibility, or because firms funneled women into certain jobs. It is important to note
that such effects would be of interest on their own, and I examine occupational shifts further
below. Nevertheless, in column 5, I show that the addition of fixed effects for detailed occupation
categories do little to alter the estimates — which remain at -4.4 log points — suggesting the wage

effects occur within occupations rather than due to shifting across occupations.

4.4 The effect of paid leave on women’s employment

Another important factor in the interpretation of these wage effects is the labor supply response
of women in this age group. Table 4 examines this question by focusing on two outcomes. The
first three columns of Panel A examine effects on employment for the full sample of women age
18-45. Column 1 suggests that employment fell by about 2.6 percentage points in the first five
years and 3.9 percentage points in the second five years after enactment of paid leave. However,
columns 2 and 3 underscore the sensitivity of these results. The addition of policy variables cuts
the magnitude of the estimates nearly in half. Furthermore, when I adjust the specification to
adjust for a linear pre-trend in employment, the short-run effect is no longer statistically significant.
Columns 4 through 6 demonstrate a similar pattern for the measure of hours worked in the previous

week: While point estimates are uniformly negative, they are sensitive to the specification, and in
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particular they tend to greatly diminish in both economic and statistical significance when I adjust
for pre-existing trends.

How do we interpret these estimated effects on employment? The negative effects suggest
that employers’ concerns about the cost of maternity leave shifted labor demand in a way that
overwhelmed any countervailing increases in women’s labor supply. Meanwhile, the sensitivity
of these results suggests caution in interpreting them causally. One possibility suggested by the
event-study estimates in Figure Al6a is that the adoption of maternity benefits led to a stark drop
in female employment that slightly preceded the policy; this is plausible if firms and workers
anticipated the policy, which would certainly be in line with the historical evidence presented in
section 2.1. The second possibility is that the employment estimates are picking up differential,
pre-existing trends. If so, the specification in column 3 may be preferable because it captures
deviations from the linear pre-trend. Unfortunately, the data do not provide definitive evidence as
to which of these stories is most credible. However, one feature of the results worth noting is that
the effects are uniformly larger in the long run than in the short run. In fact, the larger long-run
effects are in line with the evidence in Table A2 and Figure A4 showing that STDI benefits delayed
mothers’ return to the labor force. Since a relatively small share of women give birth in a given
year, we would expect this pattern to generate negative employment effects, but only with a delay
as medium-run effect on mothers accumulates.

The estimated effects on employment also suggest little reason to think that the negative wage
effects in Figure 5 can be attributed to selection. If employment effects had decreased employment
disproportionately for high-earning women, we might expect to see a decrease in hourly wages
solely due to composition effects. Panels B and C of Table 4 explore the possibility of differen-
tial selection by splitting the sample into women with and without college experience. In each
group, the effects of STDI benefits are broadly similar. For example, in column 1, I estimate that
the enactment of STDI benefits reduced more-educated women’s employment by 2.7 percentage
points, very similar to the 3.2 percentage-point decrease among less-education women. The esti-
mated long-run effects on each group are nearly identical.!® These results, paired with the lack of

sensitivity of the wage effects discussed in Table 3, suggests that labor-supply responses played

18 At the 10% level, formal tests fail to reject equal effects for more- and less-educated groups for both outcomes
and all specifications in panels B and C of Table 4.
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Table 4: Effects of paid maternity leave on labor supply of all women age 18-45

Outcome: Employed Outcome: Hours worked
(D) (2) (3) 4) (5) (6)
Panel A: All women age 18-45
STDI x Years 0-4 -0.026%**  -0.014** -0.013*%  -0.838*** -0.310 -0.341

(0.006) (0.007) (0.007) (0.292) (0.351) (0.353)
STDI x Years 5-9 -0.039#** -0.024*** -0.027*** -1.326%** -0.682**  -0.783**
(0.004) (0.006) (0.005) (0.259) (0.282) (0.328)

Age, race X X X X X X
Policy X X

Linear pre-trend X X
Mean 0.58 0.58 0.58 19.1 19.1 19.1
R-squared 0.02 0.02 0.02 0.02 0.02 0.02
Observations 1,373,712 1,373,712 1,373,712 1,373,712 1,373,712 1,373,712
Panel B: Women with some college experience

STDI x Years 0-4  -0.027%* -0.010 -0.026* -0.628 0.108 -0.708

(0.015) (0.016) (0.015) (0.684) (0.739) (0.720)
STDI x Years 5-9 -0.045***  -0.022*  -0.045%**  -1.178** -0.221 -1.278%*
(0.013) (0.012) (0.013) (0.536) (0.537) (0.611)

Age, race X X X X X X
Policy X X

Linear pre-trend X X
Mean 0.66 0.66 0.66 22.0 22.0 22.0
R-squared 0.02 0.02 0.02 0.03 0.03 0.02
Observations 509,068 509,068 509,068 509,068 509,068 509,068

Panel C: Women with no education beyond high school

STDI x Years 0-4 -0.032%** -0.021***  -0.010*  -1.133%** _0.643%* -0.241
(0.004) (0.006) (0.006) (0.207) (0.279) (0.229)

STDI x Years 5-9 -0.047*** -0.034%** -0.026%** -1.774*** _1205%** (. 797***
(0.006) (0.008) (0.005) (0.245) (0.364) (0.250)

Age, race X X X X X X
Policy X X

Linear pre-trend X X
Mean 0.53 0.53 0.53 17.5 17.5 17.5
R-squared 0.02 0.02 0.02 0.02 0.02 0.02
Observations 864,644 864,644 864,644 864,644 864,644 864,644

Notes: Coefficients displayed are estimates of Tgg and 7Trr from equation (3). Standard errors in parentheses are
clustered by state group. Sample includes women age 18-45 in the 1969-1987 CPS May/MORG. All specifications
include fixed effects for state group, month, and the interaction of year and Census region. Age and race controls
include a quadratic in age interacted with an indicator for nonwhite race. Policy controls include measures of income
transfers per capita, EITC payments per capita, and real state GDP per capita from the Bureau of Economic Analysis,
plus an indicator for state-level unilateral divorce laws uber, 2004; Wolfers, 2006). Specifications with a linear
pre-trend include a linear term in event-time interacted Wwith ST DI, for observations in the six years preceding the
reform that are balanced in event time. Mean is calculated in the year prior to the reform.



little role in the decrease in women’s hourly wages that followed the expansion of STDI maternity

benefits.

4.5 The effect of paid leave on women’s family income

Given that I observe a significant decrease in women’s hourly wages and employment but rela-
tively little change in men’s labor-market outcomes, a natural question is whether these effects
translated to changes in family income. My sample from the CPS offers a rough measure of family
income in the subset of years from 1972-1981 (excluding 1973). In this time frame, I observe a
categorical measure of ranges of nominal income. I take advantage of this data by creating a series
of indicator variables that take the value 1 if family income is higher than a given threshold, and 0
otherwise. I then use each of these indicators separately as the dependent variable in equation 3.!°
This approach traces out the effect of STDI maternity benefits on the entire distribution of family
income.

Figure AS plots separate estimates of Tgg for each threshold available in the CPS, and shows
that the deteriorating wages and employment of women age 18-45 translated into a decrease in
family income that was concentrated among middle-income families. I see little effect on family
income at the lowest thresholds, and the largest impact at $15,000-$20,000. This suggests that
family income was affected most in exactly the families where women were more likely to take
up STDI maternity benefits — those in the middle of the distribution. This finding aligns with the
pattern that take-up of benefits was largest among women with some college experience (see Ap-

pendix Figure Al) and wage effects were larger in professional occupations (see Figure 6b).

4.6 Heterogeneity by occupational flexibility

The results above suggest that the enactment of STDI maternity benefits led to a substantial de-
crease in the hourly wage paid to women, and that these effects were not due to differential selec-
tion into the labor force or shifts in occupation. What, then, can explain these patterns?

A final analysis provides suggestive evidence that these effects were driven by firms’ response

to the perceived cost of providing paid leave. To the extent that firms viewed flexible maternity-

19Since my data go only through 1981, in this case Tsz measures the impact only in the first three years after
enactment of STDI maternity benefits, rather than the first five years, relative to the three years prior.
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leave policies as a costly amenity for female workers, we would expect these costs to be passed
on in the form of lower wages. Furthermore, we would expect the effect to be largest in firms or
occupations where absence and turnover is especially costly. I explore this possibility by construct-
ing an occupation-specific measure of the cost of flexibility, and then defining variable Cost, as a
binary indicator for occupations with higher-than-median costs. I then interact this indicator with
the key parameters in specification 3 to separately estimate the effect T,f on “flexible” occupations

and the effect T,ﬁ on “inflexible” occupations:

Yiost = Costy X [TepSTDI1{0 < k < 4} + 1] o STDI1 {5 < k < 9}]
+ (1 —Cost,) x [t&eSTDI1{0 < k < 4} + 1/, STDI1 {5 < k < 9}] C))
+ YCosty+ Xip B+ 8+ 6,(5); + Eiost

I construct three measures of Cost, using different sources of data. First, I follow Hudomiet
(2015) to measure occupation-specific “adjustment costs” using data from the Multi-City Study of
Urban Inequality (MCSUI), which surveyed employers in four U.S. cities between 1992 and 1994.
The MCSUI asked employers how long a new employee would take to become fully productive
if hired into a given occupation. While the MCSUI is drawn from a different universe than my
own, this question is valuable because it speaks directly to the productivity losses that a firm would
expect if an employee took an extended leave or quit.

My second proxy for the cost of absence and turnover is motivated by literature on the wage
premium earned by workers who are willing to supply long, inflexible hours (Goldin, 2014; Cortés
and Pan, 2018). Using a sample of prime-age men from the March CPS (Ruggles et al., 2017), I
regress the log of wage earnings on weeks worked per year and the log of hours worked interacted
with occupation. I interpret the coefficient on the occupation-specific hours worked variable as the
elasticity of annual income with respect to weekly hours, a measure of the return to the willingness
to work long hours.

My third proxy draws on Census Bureau occupation codes. I code occupations as high-cost
if they fall under “managerial and professional occupations” as defined by the standardized 1990
occupation code structure from IPUMS (Ruggles et al., 2017).

One potential concern about interpreting these variables as proxies for job inflexibility is that

they may in fact be correlated with characteristics of the worker, such as unobserved skills. It is
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thus noteworthy that while each of these three proxies is designed to the capture features related to
occupation-specific cost of turnover and absence from work, they are only modestly correlated with
one another. My measure of professional occupation is modestly correlated with high adjustment-
cost occupations (correlation coefficient 0.37) and high-returns-to-hours occupations (0.3). The
correlation between the high-returns and high-adjustment-cost measures is 0.07. These measures
also cut across the educational distribution: The correlation between an indicator for some college
experience and each measure is 0.3 for adjustment costs, 0.11 for returns to hours worked, and 0.41
for professional occupations. The limited overlap provides reassurance that the three variables are
not simply capturing the same unobserved worker characteristics, but rather alternative measures
of the flexibility of the job.

My estimated effects for the first five years after enactment of the pregnancy discrimination
law are shown graphically in Figure 6. Panel A examines whether women were more likely to
move into a less flexible occupation using estimates from equation 3. While the point estimates are
negative, | cannot rule out null effects, suggesting that shifts across occupation were small if they
occurred at all. This finding is consistent with the results in Table 3, which showed that decreases
in women’s wages were a within-occupation phenomenon.

Panel B suggests that rather than shifting women out of inflexible jobs, the expansion of STDI
maternity benefits led to a decrease in pay for women in these occupations. In all three categories
— professional jobs, jobs with high returns to weekly hours, and jobs with high adjustment costs
— I see large negative effects on hourly wages. The effects on occupations in the “more flexible”
category are also negative but statistically indistinguishable from 0. Viewed in concert with the
results in Table 3 and Table 4, these findings suggest that the benefits provided to women through
the expansion of paid leave were offset to some extent by a decrease in employers’ willingness to
pay female workers.

In fact, while sizeable, the decreases in female wages documented above are broadly consis-
tent with pass-through of reasonable estimates of firms’ cost of providing paid leave. Data from the
state of New York suggests that the average STDI maternity benefit paid between 1978 and 1985

was $3,484 in 2019 dollars.”’ This suggests that a conservative estimate of the expected direct

20Data on STDI pregnancy benefits paid nationally is generally not available. I use New York’s figures because the
benefit amounts were relatively modest (50 percent of weekly earnings up to a cap) and the state Workers Compensa-
tion Board provided reports that include claims, average length, and total payments by year.
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Figure 6: Heterogeneity in the effect of STDI maternity benefits on women’s labor-market outcomes

(a) Effect on probability of working in an inflexible occupation
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»

|
I
I
[ il
Professional occupation :
|
|
I
I
|
! A &
Returns to hours worked PY I
|
|
I
I
|
' S :
Adjustment cost
—_—

i J 1 —,J)S 0 .05
Effect of STDI maternity benefits on log hourly wage

@ Less flexible occupations A More flexible occupations

Notes: Graph shows estimate of 7; from equation 1 for event-time k pooled into the first five years after enactment of
STDI maternity benefits. Error bars show 95% confidence interval constructed using standard error that is clustered
at the state-group level. In Figure 6a, dependent variable is a binary indicator for working in a less flexible occupa-
tion, defined as an occupation that is above the median in one of three measures of the cost of employee absence:
Professional jobs, the return to working more hours per week, and the length of adjustment time necessary for a new
employee to become fully productive. See section 4 for more details on construction of these measures of flexibility.
Data drawn from the 1973-1987 May CPS and 1979-1987 Merged Outgoing Rotation Group files. Following Lemieux
(2006), sample excludes self-employed and farm workers, as well as wages greater than $100 or less than $1 in 1979
dollars. All regressions use CPS sampling weights. Specification includes fixed effects for year interacted with Cen-
sus region, month, state or state group, and a quadratic in age interacted with indicator of nonwhite race and Hispanic
ethnicity.
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cost of providing STDI maternity benefits is at least one-half of 1 percent of a female worker’s
expected annual earnings.”! However, this figure can be viewed as a lower bound on the total cost
of providing benefits. A full accounting would include not only the direct cost of the benefits paid
to the mother, but also any effects on productivity and turnover. Previous literature has found that
employee turnover imposes substantial costs on firms as diverse as clothing retailers (Kuhn and
Yu, 2021) and hospitals (Bartel et al., 2014). Manning (2011) surveys the literature on hiring costs
and concludes that and estimate of 5 percent of total labor costs is “in the right ballpark.” Boushey
and Glynn (2012) survey case studies that capture a more comprehensive set of turnover costs — in-
cluding recruitment and lost productivity — and find a median of around one-fifth of annual salary,
and one-sixth for occupations where the typical worker earns less than $30,000. These estimates
suggest the firm’s expectation of the cost of absence and turnover due to paid leave could easily
reach the magnitude observed in my analysis, even without considering other sources of wage

losses, such as discrimination.

5 Conclusion

Even as the public and policymakers grow increasingly interested in policies that provide paid time
off for the parents of newborn children, the academic literature has struggled to generate empirical
evidence on the labor-market implications of parental leave. These policies are often justified in
part on the theory that, by giving mothers more flexibility around the time of a child’s birth, they
will promote labor-force attachment and gender equity in the long run. However, parental leave
policies also have the potential to create unintended consequences.

This paper contributes to this literature by studying a series of state and federal laws that
expanded paid leave benefits to millions of American women in the form of STDI. While most

empirical evidence on the labor-market impacts of paid leave comes from relatively generous ex-

2IThe direct cost of STDI maternity benefits is calculated as follows. According to data from the Current Population
Survey, about 1 in 20 working women age 18-45 gave birth in 1976. The expected STDI maternity payment to female
employees over the course of a year was therefore 0.05 x 3,484 = $174. Among this same CPS sample, average
weekly earnings were $626 in 2019 dollars. Assuming women who do not give birth would work 52 weeks, the
expected STDI maternity benefit is thus 0.53% of expected annual earnings. Note that this is a lower bound on the
direct cost of providing benefits because New York’s replacement rate was relatively low, women who actually gave
birth in 1976 tended to have lower weekly earnings, the assumption of 52 weeks worked likely overstates annual
earnings, and the calculation ignores any loading factor charged by the insurer.
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pansions in Europe, this setting provides an opportunity to study the impact of a relatively modest
expansion of benefits — the payments amounted to between one-half and two-thirds of usual wages
for 6-10 weeks, depending on the state and employer — in a setting with very few policies designed
to support working parents. In fact, this policy is strikingly similar in generosity to proposals under
discussion in Congress (DeLauro and Gillibrand, 2019; Lee and Ernst, 2019; Werner, 2021).

I find that the expansion of benefits dramatically increased the amount of time women spent
at home after childbirth. Mothers who were eligible for paid leave benefits spent nearly 4 weeks
extra at home relative to mothers who gave birth too early to collect them. As expected, this extra
time away from work is concentrated in the first few months of the child’s life. More surprisingly,
the benefits also seem to delay the return to work for some mothers even as long as a year after the
child’s birth.

I also show that the expansion of STDI maternity benefits had broader implications for the
labor market. Hourly wages among women of child-bearing age fell by about 5-6 percent after paid
leave became more widely available. These effects cannot be explained by changes in occupation
or differential selection into the labor force. However, the reduction in wages is concentrated in
occupations where the cost of employee absence and turnover is likely to be highest. All in all,
these results are most consistent with the conclusion that the expansion of paid leave led to shifts
in labor demand, which in turn passed the perceived cost of maternity leave on to women of child-
bearing age in the form of lower wages.

It is important to acknowledge that these estimates do not necessarily shed light on the welfare
effects of an expansion of paid leave benefits, which depend on women’s valuation of maternity
benefits as well as effects not examined here, such as impacts on mothers’ health (Bullinger, 2019;
Persson and Rossin-Slater, 2019; Biitikofer, Riise and Skira, 2021). However, they provide new
evidence that policies designed to provide additional flexibility to parents can — at least in certain
contexts — exacerbate gender gaps in the labor market. The extent to which such unintended
consequences would accompany an expansion of paid parental leave in the United States today is
an open question. The policy studied in this paper expanded a relatively modest level of maternity
benefits to a large and diverse group of American women, many of whom previously had no access
to maternity leave at all. In other words, the “treated” population looks in some ways very much

like the population that would benefit from a national family leave policy today. At the same time,
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40 years of evolving cultural attitudes and labor-market institutions may result in an environment
that more easily accommodates an expansion of paid leave. In either case, an examination of the
expansion of STDI maternity benefits suggests that policymakers will need to consider the potential

for unintended consequences when designing the next generation of parental leave policies.
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Online Appendix

A STDI coverage and the implementation of anti-pregnancy

discrimination laws

My identification strategy relies on two sources of variation that interacted to create a staggered,
state-level expansion of paid maternity leave in the United States. First, a series of states, and
eventually the federal government, enacted anti-discrimination laws that required short-term dis-
ability insurance (STDI) to cover childbirth as a disability. These laws effectively created a source
of paid maternity leave benefits for women covered by STDI, and the differential timing of their
enactment allows me to compare outcomes of women and children within states and over time in
an event-study specification. The second source of variation comes from long-standing differences
in access to short-term disability insurance, driven largely by state disability policies and indus-
trial mix. This second source of variation meant that the enactment of anti-discrimination laws had
more “bite” in some states than in others.

To assemble evidence on the enactment of state anti-discrimination laws and the receipt of
STDI benefits, I rely on several primary and secondary sources, including Congressional testi-
mony, correspondence with state officials, newspaper articles, and published histories of anti-
discrimination laws (Koontz, 1971; U.S. House of Representatives, 1977; U.S. Senate, 1979; Glad-
stone, Williams and Belous, 1985; Kamerman, Kahn and Kingston, 1983).

The anti-discrimination laws were not universally popular. In many cases, industry groups
organized to oppose the expansion of STDI benefits to childbirth, arguing that they would increase
costs not only in the form of additional benefits paid, but also because employee absences and
turnover could reduce productivity. Figure A6 provides one such example from the state of Mary-
land.

These laws also varied in their specifics and in the way they were enacted. While anti-
discrimination policies were enacted in some states by legislative action, others were created by a
ruling through the state Supreme Court or an action of the executive branch of government. For
example, two rulings by the Wisconsin Superior Court in 1975 faulted employers for withholding
or providing less generous disability benefits to women on maternity leave than men in similar
circumstances. The judiciary was less sympathetic to efforts to expand California’s state-run STDI
system to “normal” pregnancy, with two cases reaching the U.S. Supreme Court. However, the
state’s lawmakers responded in August 1976 when they enacted legislation providing maternity

leave benefits (Los Angeles Times Staff, 1976). Such efforts were not always successful; Ne-
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braska’s Supreme Court sided with Omaha public schools over a teacher who had suffered dis-
crimination on the basis of pregnancy, and legislators declined to update state employment law
(Willborn, 1983). Nevertheless, for Nebraska and other states that did not enact their own anti-
discrimination laws before 1979, the policy was imposed on them by the U.S. Congress through
the Pregnancy Discrimination Act of 1978. The resulting timeline is laid out in Table A1.

These anti-discrimination laws also varied in their scope. Many affected a very broad range
of workers. In the case of the Pregnancy Discrimination Act, the ban on pregnancy discrimination
affected firms with 15 or more employees (Kamerman, Kahn and Kingston, 1983). However,
some state-level expansions of early anti-discrimination laws affected a broader group of workers.
In states where STDI was nearly universal, the share of affected workers would have been even
larger. In addition, many of the laws, including the federal Pregnancy Discrimination Act, required
only that “women affected by pregnancy, childbirth, or related medical conditions shall be treated
the same for all employment-related purposes” as men or women who were not pregnant but had
conditions that affected their ability to work in similar ways. In these cases, STDI maternity
benefits were not the only effect of the laws. For example, Gruber (1994) explores the wage and
employment effects of Pregnancy Discrimination Act-driven changes in health insurance benefits
for childbirth. As a result, I cannot completely rule out the possibility that the labor-market effects
I estimate aren’t driven in part by other subtle changes that resulted from the anti-discrimination
laws. However, a reading of the legislative history and newspaper accounts suggests that maternity
leave was the dominant concern among proponents and opponents of the legislation. I specifically
discuss my results in the context of Gruber (1994) in section D below.

The second source of variation that I exploit in my research design — differences in access to
STDI — dates to the origins of the industry in the 19th century. The goal of early STDI policies
was to provide financial stability to workers, typically males, who wanted insurance against the
risk of an injury or illness that would prevent them from earning income (Faulkner, 1940). The
STDI industry grew significantly over the early 20th century, and throughout the second half of
the 20th century, about 60 percent of workers were covered (Price, 1986). However, the stability
of aggregate STDI coverage rates belies substantial variation across states. Coverage was much
more prevalent among workers in certain industries, such as manufacturing (Levy, 2004). As a
result, state-level STDI coverage rates varied with the mix of industries in existence. In addition,
five states — Rhode Island, New Jersey, New York, California, and Hawaii — enacted laws in the
1940s (and in the 1960s, in the case of Hawaii) that made access to STDI virtually universal.
This variation in access to STDI existed decades before the anti-pregnancy-discrimination laws of

the 1970s and was driven primarily by the desire for wage insurance among workers, rather than
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concerns about allowing women to take leave after the birth of a child.

Historically, the Social Security Administration assembled data tracking national STDI cov-
erage levels. Figure A2 shows the time series from the middle 20th century through the 1980s. The
national share of workers covered by STDI was fairly stable throughout this period. Survey data
from the U.S. Bureau of Labor Statistics suggests coverage fell below 40 percent in the early 21st
century. The National Compensation Survey estimates that 42 percent of private-industry workers

were covered in 2019.

A.1 Measuring access to STDI

To take advantage of the cross-sectional variation in access to STDI, my research design requires
a measure of STDI coverage by state before the enactment of the anti-discrimination laws that
required these policies to provide maternity benefits. Unfortunately, data on coverage rates at
the sub-national level are scarce. I instead draw on several sources of data to estimate STDI
coverage.

My main estimates take advantage of the observation that employer offers of private disability
coverage are highly correlated with employer offers of health insurance. This relationship can be
seen in Figure A7, which plots industry-level shares of STDI and employer- or union-sponsored
health insurance coverage in 2012. Health insurance coverage is considerably more widespread,
but it is highly correlated with STDI coverage. It is useful to note that the relationship between
these two measures is complicated by the fact that coverage is universal in five states that represent
about 22% of workers. This presumably breaks the link between health insurance coverage and
disability coverage for a large proportion of workers. It is no surprise, then, that if I consider
only the industries in which the share of workers who live in universal STDI states is below the
median, the relationship is even stronger: A simple regression of the share with STDI on the share
with health insurance delivers a slope of 1.06 (s.e. 0.18), relative to 0.80 (s.e. 0.20) in the full
sample.

Given this robust relationship, I use health insurance coverage as a high-quality proxy that
allows me to estimate the share of female workers age 18-45 with STDI coverage. Health insur-
ance coverage is not well-measured during this time frame, but an exception is the 1976 Survey
of Income and Education, a large-scale supplement to the CPS that samples more than 150,000
households in an effort to construct state-level estimates of poverty rates and other characteristics.
I first limit the sample to individuals who were employed and between ages 18-64. I then calculate
the share with health insurance through an employer or union. I rescale this figure to match indus-

try estimates of the share of workers in non-universal states with STDI coverage in 1976 (Price,
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1986). I using the resulting value to calculate the estimated share of employed women age 18-45
with STDI coverage in each state.

Given the lack of data on STDI coverage by geographic or demographic group, I test the
validity of this measure by comparing it to the share of new mothers who received STDI maternity
benefits in the 1980s, after the passage of all anti-discrimination laws at the state and federal
level. Data on take-up comes from the Survey of Income and Program Participation’s 1984-1989
panels, which provide information on the exact month of birth and the receipt of various sources
of income (including STDI benefits) by month. To focus on women who were likely eligible for
the benefits, I restrict the SIPP sample to women who were employed 12 months before the birth
of their child. Receipt of benefits such as STDI are known to suffer from underreporting in survey
data such as the SIPP (Meyer, Mok and Sullivan, 2015). The relatively small sample sizes inject
additional noise into this exercise. Nevertheless, Figure A8 shows a strong relationship between
my estimate of the share of working women with STDI coverage and the share of new mothers
who received STDI benefits. The correlation coefficient (weighted by SIPP sample size) is 0.45; if
I include the universal states, where presumably all working women were eligible, the correlation
coefficient rises to 0.84. This provides reassurance that my estimates of STDI coverage are picking
up meaningful cross-state variation in the share of women who were made eligible for maternity

benefits as a result of the Pregnancy Discrimination Act and its state-level counterparts.?

A.2 Additional data sources

Estimates in this paper rely on several sources of publicly available data. The main samples of
Current Population Survey and Survey of Income and Program Participation data are described in
section 3.

In addition, I draw on several sources of data to explore the possibility that other determinants
of women’s labor-market outcomes changed in a way that was correlated with the expansion of
STDI maternity benefits. For example, the 1960s and 1970s were a time of active expansion
of many federal social programs. If these expansions happened at the same time as the passage
of pregnancy discrimination laws, and if they had a disproportionate impact on states with more

widespread STDI coverage, my estimates may mistakenly attribute the effect of these policies to

22T also experimented with other methods of measuring STDI coverage in the 1970s. These alternative measures
tend to be positively correlated with the measured described here, but were ultimately less attractive for theoretical
or empirical reasons. The industry-level data from Autor et al. (2013) can be linked to the 1970 Census to construct
state-level estimates, but this approach was discarded because it relies on 2012 estimates of STDI coverage. I also
constructed estimates using the 1965-1969 Source Book of Health Insurance, but these data do not allow for estimates
specific to women of child-bearing age. The National Health Interview Survey was a third potential source, but its
limited geographic and industry information provided little traction in measuring meaningful state-level differences.
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the availability of paid maternity leave. However, as shown in Figure 3, I find no evidence of any
confounding policies.

The first set of policies analyzed are those related to early childhood education. I construct
two measures of access to such policies. The first draws on the expansion of state-funded kinder-
garten programs in the 1960s and 1970s. Specifically, drawing on Table 1 of Cascio (2009), I
construct an indicator that takes the value of 1 if a state has established a kindergarten program and
0 otherwise. The second policy draws on access to Head Start, which was funded by the federal
government beginning in 1965 and provided preschool to millions of low-income children ages
3-5. Following Bailey, Sun and Timpe (2021), I construct an indicator that takes the value 1 if a
county has ever received a federal Head Start grant. I then aggregate this county-year panel by
taking a population-weighted average at the state-year level. I use this state-level average as my
measure of Head Start access.

Another possible concern is that STDI maternity benefits’ availability was correlated with
access to programs that provided support to mothers. Drawing on data from the replication package
of Bailey, Sun and Timpe (2021), which itself draws on data from Bailey and Goodman-Bacon
(2015) and Bailey (2012), I construct indicators for receipt of federal grants for Maternal and
Infant Care or Maternal and Child Health programs. In addition, I construct an indicator for access
to family planning programs, which altered women’s fertility decisions and by extension likely
played a role in women’s labor market outcomes (Bailey, 2012). Like the data on Head Start,
these county-level measures are aggregated by taking population-weighted means by state and
year.

Finally, the 1960s, 1970s, and 1980s also saw large changes in laws related to family for-
mation. In particular, many states enacted unilateral divorce laws that may have altered women’s
bargaining position in the household and incentives to invest in their careers (Friedberg, 1998; Gru-
ber, 2004; Wolfers, 2006). I use data from Wolfers (2006) to construct an indicator for existence of
a state-level unilateral divorce law and regress this measure on my treatment data to test whether

changes in divorce laws coincided with access to paid maternity leave.

A.3 An additional test of the research design

One possible concern about the use of variation in STDI coverage and the timing of pregnancy dis-
crimination laws to estimate the effects of paid maternity leave is that the staggered implementation
of anti-discrimination laws may be systematically related to other state-level characteristics that are
related to working mothers’ leave-taking behavior, women’s labor-market outcomes, or children’s

long-run educational attainment. Such cross-state differences could confound my estimates of the
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effect of STDI maternity benefits.

The main text of this paper discusses the key assumptions behind my identification strategy.
Several tests of these assumptions provide little evidence for concern. First, the use of state fixed
effects will eliminate any time-invariant confounding factors, while region-by-year fixed effects go
further by netting out any differential trends common to certain regions of the United States. Dif-
ferential trends could also present problems; however, my event-study provides a built-in placebo
test for this type of confounding factor. I also find no evidence of coincident changes in other pro-
grams, such as access to Head Start and kindergarten, that could explain the sharp break in female
hourly wages that I report.

Figure A9 provides an additional test for systematic relationships between the implementation
of STDI maternity benefits and state-level characteristics that could drive the changes in labor-
market activity and educational attainment that I report. The figure shows the t-statistics from a
regression of the year of enactment of the state anti-discrimination law on a set of 21 measures of
economic and demographic characteristics from the 1960 Census. I restrict the set of characteristics
to those used in a similar exercise by Bailey (2006) in an analysis of the the effect of state laws
that affected access to the birth control pill. In addition, I drop New Jersey and Rhode Island from
the sample because these states began paying STDI maternity benefits at least a decade before any
other state.

Figure A9 displays results that are consistent with a legislative history, as reflected in Table
A1, that suggests the implementation of STDI benefits were driven more by idiosyncratic factors
than systematic differences across states. Only one of the 21 covariates delivers a t-statistic that
exceeds the traditional 5% level, an outcome we would expect in an exercise that features 21 sta-
tistical tests. In addition, the lone significant result suggests that average education among women
in early-adopting states was lower, providing a counterpoint to the possibility that early-adopting

states were systematically driven by a more educated, empowered female electorate.

B A simple theoretical model of paid maternity leave

Most research on maternity leave policies has focused on the decision-making of mothers, who
must balance time devoted to market work and time devoted to caring for a newborn child. How-
ever, such policies also have the potential to affect other workers.

To illustrate, consider a simple model of a static labor market in a compensating differentials
framework. The market includes a unit measure of female workers who make an extensive-margin

labor supply decision, L € {0, 1}, to maximize a utility function that is increasing in wage income
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but decreasing in an individual-specific distaste for work, v;. This disutility of work, which is
distributed in the population according to cumulative distribution function F(Vv), can be interpreted
as the cost of maintaining an inflexible work schedule that, for example, limits the amount of time a
worker can spend with a newborn child. In that case, we may think of paid leave as a parameter Z €
[0, 1] that moderates the disutility of work by providing greater flexibility. A convenient functional

form would be:
U(L,'; Vl'> =wL; — ViLiZ (5)

In this simple framework, workers choose to enter the labor force if w > v;Z; that is, if the market
wage is sufficiently high to make up for the inflexibility and other sources of disutility of work.
This disutility can be offset if employers take steps to provide workers with more flexibility or
reduce other disamenities.

However, efforts to reduce the disamenity of work come at a cost to firms, which must take
steps to accommodate extended absences from female workers. Furthermore, the cost of providing
flexibility may vary across firms if the absence of a worker is more disruptive in some settings than
others. To capture this feature, I model the cost to firm j as a parameter §; ~ H(0) that monetizes
Z:

n(L;j) = G(Lj) —wL;j—6;(1-Z)L; (6)

where G(L j) is an twice-differentiable, concave production function, w is the market wage, and
L; is labor demanded by firm j. Integration of these supply and demand functions leads to the

following system of aggregate labor supply and demand that determines equilibrium wages and

employment:
Aggregate labor supply : LS = /1 {V,- < g}dF(v) (7)
Aggregate labor demand : LP = /Lﬁ-) (w+6(1—2))dH(d) (8)

Equilibrium wages and employment are then determined at equilibrium, where L5 = LP.
This simple model captures the basic insights of Summers (1989) and Gruber (1994). Figure A10
provides a graphical representation of the theoretical implications of the introduction of paid leave,
which we can think of as an exogenous decrease in Z. The initial equilibrium represented in Figure
A10a is disrupted by the enactment of paid leave, which makes work relatively attractive to women

and shifts the labor-supply curve rightward as shown in Figure A10b. In the absence of changes
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in labor demand, the result would be an expansion of female employment but a drop in wages.
However, when we take the response of firms into account, as shown in Figure A10c, we see that
labor demand will reinforce the tendency of wages to fall but offset the tendency of employment to
rise. Absent any intra-household responses or changes in male labor-market outcomes, which are
omitted here for simplicitiy, these changes could lead to a decrease in income for women even if
employment remains unchanged, as shown in Figure A10d. An additional prediction is that there
will be a sorting effect as the policy elicits a larger demand response among firms where the cost

of accommodating maternity leave is higher.

C Supplemental estimates of labor-market effects of STDI ma-

ternity benefits

C.1 Effects on women’s leave-taking: Evidence from the decennial Cen-

sus

While the results from SIPP retrospective data analyzed in section 4.1 provide the most detailed
look available at mothers’ short-term labor-market responses to STDI benefits, the drawback of
these data include their relatively small sample size and the fact that detailed employment histories
can be reconstructed only for the months around the first birth to mothers who worked during
pregnancy.

An alternative source of data is the 1970 and 1980 decennial Census, accessed via IPUMS
(Ruggles et al., 2017). These data report the year, quarter, and state of birth for each respondent,
and allow them to be connected to parents if they reside in the same household. In addition, they
include questions about employment status in the previous week and the previous year.

I construct a sample of women ages 18-45 who gave birth to a child in the calendar quarter
preceding the Census reference date, which was April 1 in each Census year. For an additional
comparison group, I also use a sample of women age 18-45 who report that they have never given
birth. I then estimate my main difference-in-difference specification using three binary outcomes:
being employed but absent from a job in the previous week, employed in the previous week, and
working for pay at any time during the previous year. The first outcome provides an estimate of the
effect on leave-taking. The second provides some additional context about the effect of the policy;
a rise in leave-taking accompanied by a rise in employment would suggest the paid-leave benefits
increase mothers’ attachment to the workforce, while a rise in leave-taking without a change in

employment suggests STDI-funded leave results in a short-run substitution from time at work to
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time at home with no longer-run implications for mothers’ labor-market attachment (Baker and
Milligan, 2008a). Finally, the measurement of whether mothers worked for pay in the previous
calendar year provides a look at whether the availability of paid-leave benefits affected women’s
labor-supply before childbirth. Since STDI benefits were generally available only to mothers with
a labor-market history, I also examine effects on leave-taking and employment for the subset of
new mothers who report working in the previous year. Finally, to explore heterogeneity, I estimate
the effects not only on the full sample of mothers, but also on subsamples that split by birth parity
and level of education.

Table A2 displays the results. Column A shows that the availablility of STDI benefits led to a
2.3 percentage-point increase in the share of women who were on leave from a job at the beginning
of the quarter after childbirth. In line with the results from the SIPP retrospective data, I find no
evidence of an increase in the share of women who worked before childbirth (column 2), nor do
I find significant evidence of a change in the share of women with a job after childbirth (column
3).

If we assume there is truly no effect on pre-childbirth selection into the labor force, column
4 provides an estimate of the treatment effect on treated workers: Women made eligible for paid
leave benefits were nearly 5 percentage points more likely to be on leave. Benefit-eligible women
were also more likely to remain employed: They were 6 percentage points more likely to have
a job after childbirth relative to the counterfactual world where STDI plans were not required to
cover maternity.

Panels B and C suggests that there is indeed a difference in the effects by parity of birth.
The point estimate on leave-taking for first-time mothers is 3 times that of higher-parity mothers.
My estimates on the share of mothers who worked in the previous year or are employed just
after birth are too noisy to be informative. However, when the sample is restricted to women
who worked in the previous year (and are therefore likely to be eligible to collect STDI maternity
benefits), I find an increase in leave-taking for first-time mothers of 4.75 percentage points and a
nearly identical effect on employment of 4.77 percentage points. Estimated effects on mothers of
higher-parity children are still positive but noisier — a statistically insignificant 4-percentage-point
increase in leave-taking and a more statistically robust estimate of a 6-percentage-point increase in
employment. All in all, these estimates suggest that the availability of maternity benefits mattered
for all mothers — but because first-time mothers were more likely to be in the labor force prior to
childbirth (as shown in Table A2, 75 percent of 1970 first-time mothers worked the previous year,
relative to only 38 percent of mothers giving birth to a younger sibling), they felt the effects most

significantly.
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Consistent with the results of Table 2, panels D and E of Table A2 also provide additional
evidence of substantial heterogeneity by education. Among mothers with some college education,
STDI maternity benefits drive very large increases in the share of women taking leave — a 6.7
percentage-point increase for all mothers and a 9.2 percentage-point increase for mothers who
worked the previous year. There is no measurable impact on eligibility or employment after birth.
In contrast, I cannot rule out O effect for any outcomes for mothers with no more than a high school
education.

The positive and statistically significant estimated effects on employment in column 5 for
most groups may at first glance appear at odds with the evidence from the retrospective SIPP that
STDI-benefit-eligible mothers were less likely to return to work after childbirth. However, it is
noteworthy that the estimates in Table A2 are specific to the share of women employed at the
end of the calendar quarter in which they gave birth. If, as is likely in many cases, women must
remain employed to continue collecting their disability benefits, then the estimated for employment
outcomes may in fact be picking up increases in the share on disability leave. The retrospective
SIPP data does not allow me to distinguish between women who are employed but on leave and
women who are not employed.

I can also use the decennial Census to measure medium-run impacts on mothers’ employment.
To do so, I restrict the sample to mothers in the 1980 Census. I use all births that occur between
1970 and the first quarter of 1980. I “stack” mother-child pairs and assign treatment status using
the date and state of the child’s birth. I then estimate equation 1 using an indicator for employment
as the dependent variable. Note that I can only observe a single balanced year of event-time after
treatment, since the federal Pregnancy Discrimination Act went into effect in the second quarter of
1979. Since I observe employment only at a single point in time in 1980, we can interpret these
estimates as a weighted average of effects of STDI maternity benefits on mothers’ outcomes in the
short and medium run.

The results of this exercise are shown in Figure A4. The estimates suggest that in the years af-
ter childbirth, mothers who had access to STDI maternity benefits were about 1.5 percentage points
less likely to be employed. In this case, the estimated effects are not substantially different for first
births relative to higher-order births. One drawback of these estimates is that they pool effects
from a number of years relative to the child’s birth, which complicated interpretation since we are
pooling effects at different times post-childbirth, and that I am not able to observe pre-childbirth
labor-market activity. Nevertheless, these estimates are consistent with the finding in section 4.1

that STDI maternity benefits actually decreased labor-force attachment for many mothers.
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C.2 Using non-universal states as a control group

My main results rely on estimates of equation 1, where the key variable ST DI captures cross-
sectional variation in the share of working women with access to employer- or union-provided dis-
ability insurance. An alternative approach would compare universal STDI states to non-universal
states. While this approach neglects potentially important cross-state variation in non-universal
states, it provides a useful robustness check to my main results.

Figure A1l displays the results for hourly wages and employment. The pattern delivered
by this approach are broadly similar, with women seeing a sharp decrease in hourly wages after
the reform. Men’s wages also dip in the years after the reform, but this appears to be driven
be pre-existing trends, and the decrease in much smaller, shorter-lasting, and never statistically
significant.

One feature of note is that the decrease in women’s hourly wages is not as persistent in
this simpler specification. The reason is that the comparison group is not truly untreated. This
attenuates the estimated effects, especially in the long run. This can be seen clearly by contrasting
Figure A11 with Figure A12, which shows estimates from a modified version of specification 1
that retains the more detailed measure of ST DI but allows for heterogeneous effects in states
with and without universal STDI. The figure makes clear that women in both groups of states saw
substantial deterioration in their hourly wages, although it was larger in the short run for women
in states where STDI was universal. The larger effect in universal states can likely be attributed to
the fact that employers in states with STDI mandates had fewer options to respond to the perceived
costs of maternity benefits — for example, they did not have the ability to drop STDI coverage —

forcing the adjustment to come disproportionately in the form of lower wages.

C.3 Additional robustness checks of the effect on women’s labor hourly

wages

My main estimates rely on estimates of the cross-state variation in STDI that is imputed based on
health insurance coverage in the 1976 Survey of Income and Education. There are many advan-
tages to the use of these data. First, the survey measured coverage at a time before most states
adopted anti-discrimination laws, alleviating endogeneity concerns.>> Furthermore, to the extent

that employers dropped STDI coverage by 1976 in response to the laws, the use of health insurance

Z3For example, firms in non-universal states could have responded to the anti-discrimination laws by dropping STDI
coverage for all workers, thus averting the need to pay maternity benefits. However, it should be noted that there is no
evidence of such responses in the aggregate data (see Figure A2), and the savings from dropping coverage would have
been attenuated by the fact that this would amount to a real reduction in compensation, including for men.
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coverage may skirt endogeneity concerns as long as firms retained some of their benefits. However,
the drawback is that the use of health insurance as a proxy for STDI may introduce noise.

Although I am not aware of any source of data on STDI coverage at the sub-national level
in the 1970s, the stability of STDI coverage over time in Figure A2 suggests that industry-level
STDI coverage from a later date may be a reasonable proxy for industry-level coverage in the
1970s. In this section, I present estimates of equation 1 using an alternative source of data on STDI
coverage: A tabulation of coverage rates by industry prepared by the Bureau of Labor Statistics
National Compensation Survey and published in Autor et al. (2013). I merge this tabulation to
the 1970 long-form decennial Census, accessed via IPUMS (Ruggles et al., 2017), which contains
information on the industry of employment. I then estimate the share of working women age 18-45
that had access to STDI by state in 1970. The resulting estimates range of STDI coverage range
from 26 percent to universal coverage.

The resulting estimates are shown in Figure A13. The estimates are very similar to the main
results. The slightly larger magnitude suggests that the measurement error caused by using health
insurance as a proxy for STDI might be slightly larger than the measurement error that results
from any industry-level changes in coverage over time. However, I adopt the measure of STDI
from the 1976 SIE for my main results as a conservative approach that is less likely to suffer from
endogenous evolution of benefits in response to the policy.

I also explore the sensitivity of my results to alternative estimators. A series of papers have
highlighted shortcomings in two-way fixed effect models similar to equation 1 (Goodman-Bacon,
2018; Borusyak and Jaravel, 2018; Callaway and Sant’Anna, 2020; Sun and Abraham, 2021).
In a setting with staggered implementation of a permanent policy, event-study and difference-in-
difference estimators deliver a weighted average of treatment effects from various time periods
relative to treatment and various ‘“treatment cohorts” (i.e., groups that receive the treatment at
different times). Estimates can therefore be strikingly misleading when treatment effects are het-
erogeneous across groups, heterogeneous across relative time, or both. These issues are further
complicated in settings without an untreated group, or even when the untreated group is relatively
small (Borusyak and Jaravel, 2018). These concerns are relative to my setting because adoption
of STDI was staggered and there is only one ‘“control” state in the sample: New Jersey, which
obtained STDI maternity benefits in the early 1960s and therefore experiences no reform in my
panel from 1973-1987.

I explore the sensitivity of my estimates to these issues by implementing the “interaction-
weighted” estimator of Sun and Abraham (2021) describe the procedure intuitively here and refer

readers to their paper for full details. The sensitivity of event-study estimators stems from their
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tendency to combine treatment effects from multiple cohorts and multiple periods relative to the
reform. For example, an estimate of 7y from equation 1 is not simply a weighted average of
state-specific average treatment effects on the treated at k = 0, but also of state-specific treatment
effects from other periods relative to the reform. To avoid confounding these effects, I first limit
the sample to a single treated state (i.e., women age 18-45 in a state that adopted STDI maternity
benefits between 1975 and 1979) and a control group that was not treated in that time. I then
regress log wages on specification 1. I repeat for each treated state to obtain 7. I then construct my
estimates by averaging T;,, weighting each state-specific treatment effect by the state s’s estimated
share of the sample in event-year k.

The interaction-weighted estimator of Sun and Abraham (2021) requires a control group. I
provide estimates using four different choices of control group. The first option is based on the
observation that while all states eventually adopted STDI maternity benefits, New Jersey adopted
them in 1961, long before my sample begins in 1973.24 1 therefore use New Jersey as my first
control group. Second, I use late-adopting states where STDI maternity benefits were enacted as
a result of the Pregnancy Discrimination Act of 1978. This choice of control group has the merit
of employing a wider sample of states in the control group, but limits the number of post-reform
periods in which I can estimate a treatment effect. Third, to avoid the limitations of relying on
New Jersey as a control group or limiting the post-period estimates, I use women age 46-64 as a
control group and estimate 7y, using solely within-state variation. The drawback to this approach
is that it will underestimate the effect of STDI maternity benefits to the extent that older women
were affected by the policy, which is likely to have occurred given that some women in the 18-
45 age group will have aged into the 46-64 age group over the course of the sample. Finally, as
a fourth option, I employ a triple-difference specification, using men age 18-64 and women age
18-45 from New Jersey as comparison groups. The triple-difference approach allows me to use
men as a comparison while avoiding the likely confounding influence of the secular increase in
women’s relative wages over this time period.

The results of this exercise are shown in Figure A15. Estimates from this routine tend to
be noisier than my standard event-study specification, so I pool event-time into two-year groups
except when using the “not-yet-treated” control group where I am limited to only a few periods.
Each comparison group results in an estimate that is qualitatively similar to my main results. When
using not-yet-treated states and women age 46-64 as comparison groups, I see a flat pre-trend
followed by a sharp decrease of roughly 0.05 log points — strikingly similar to my main estimates.

New Jersey and men age 18-64 provide less compelling comparison groups, as each show evidence

24¥Rhode Island adopted maternity benefits even earlier, but it is pooled with other small New England states in my
CPS sample.

53



of a upward pre-trend. However, this pre-trend works against finding a negative effect on women’s
log wages, and in each case the trend breaks sharply downward after enactment of STDI maternity
benefits. Overall, these results are closely in line with my estimates using the standard event-study
framework and suggest that any heterogeneity across states or event-cohorts is not substantially

altering my estimates of the effect of maternity benefits on women’s labor-market outcomes.

C.4 Descriptive evidence on effects on women’s labor market outcomes

The main estimates reported in section 4 draw on data from the Current Population Survey’s May
extracts from 1973-1978 and the Outgoing Rotation Group files from 1979 to 1987. Figure A14
provides descriptive evidence of the effect on women’s log wages. The enactment of STDI ma-
ternity benefits came at a time of rapid growth in female labor-force participation, and just before
an historic, sustained increase in women’s relative wages. I use the data to construct the gender
wage gap (women age 18-45 relative to men age 18-64) for each year from 1973 to 1990. I then
fit a quadratic trend and plot the residuals for two groups of states: States that adopted STDI ma-
ternity benefits in 1976-1977, and states that adopted STDI maternity benefits in 1979 as a result
of the federal Pregnancy Discrimination Act. While the residuals from the trend in the raw data
are somewhat noisy, it is clear that in both groups of states, the upward trend in women’s relative

wages saw a setback for several years after maternity benefits became available.

D Maternity leave and the results of Gruber (1994)

My identification strategy is based on an expansion of paid maternity leave via STDI, which was
required to cover childbirth as a disability as a result of the Pregnancy Discrimination Act of 1978
and a number of state-level precursors. A closely related paper is Gruber (1994), which examined
the effect of some of these same policies on the wages and employment of married men and women.
Unlike this paper, Gruber (1994) focuses on another consequences of these anti-discrimination
laws: Health insurance policies were required to cover the hospital charges of women who give
birth.

The Pregnancy Discrimination Act did not explicitly specify conditions that STDI or health
insurance plans were required to cover. Rather, it stated only that firms must treat women who
cannot work before, after, or during the birth of a child the same way they would treat any other
employee who is temporarily unable to work. One consequence of this broadly worded policy is
that it is ultimately not possible to separate labor-market effects that are driven by maternity leave

from those driven by health insurance or other factors.
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However, several pieces of evidence suggest that maternity leave benefits were indeed one of
the most significant consequences of these anti-discrimination laws, and that the results of Gruber
(1994) may be worth reinterpreting accordingly.

The first set of evidence worth noting is the qualitative evidence from debates in Congress
and statehouses over the Pregnancy Discrimination Act and its state-level counterparts. Maternity
benefits through STDI were a primary objection from business groups opposing the legislation,
who argued that it would not only raise STDI premiums but would also lead to longer and more
frequent leaves that would force firms to hire less productive, temporary workers and increase
turnover.

Additional evidence can be gleaned from a useful feature of the state-level variation used to
estimate the main wage effects in Gruber (1994). In particular, some of the main results use a
triple-difference strategy that, in part, compares married women from three early-adopting states
— Illinois, New York, and New Jersey — to women from a set of control states that enacted anti-
discrimination laws later. In two of these three states, STDI maternity benefits and health insurance
maternity benefits were enacted at the same time. However, in New Jersey, STDI maternity benefits
were enacted much earlier, in 1961. If the observed effects on wages were driven by factors other
than STDI maternity benefits, we would expect to see strong wage responses in all three states
if we estimated the effects separately. However, if STDI maternity benefits are the most salient
consequence of the anti-discrimination laws, then New Jersey should react quite differently than
the other states.

In fact, the evidence from a replication of the findings of Gruber (1994) suggests that STDI
maternity benefits were indeed the major driver of labor-market responses to the anti-discrimination
laws of thoe 1970s. These results are shown in Table A3. Columns 1 and 2 show the main result
from Table 4 of Gruber (1994) and my replication, respectively. In column 3, I alter the specifi-
cation by replace the indicator for treated states (referred to as “experimental” states in the paper)
with a binary indicator for each treatment state, allowing me to estimate the wage effect separately
for each state. The results show that while New York and Illinois saw large negative wage effects
in the wake of the passage of their respective anti-discrimination laws, New Jersey saw virtually
no impact. This suggests that the anti-discrimination laws led to substantial negative wage effects
in states where they expanded access to paid maternity leave, but had little or no impact in the state

where paid leave had already been available for more than a decade.
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Appendix Figures and Tables

Figure A1: Share of new mothers claiming STDI maternity benefits by subgroup, 1984-1989

All
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Notes: Data comes from sample of women age 18-45 who give birth during the 1984-1989 panels of the
Survey of Income and Program Participation. Blue bars show share receiving STDI maternity benefits during
the third trimester, the month of birth, or the three months after birth in universal-STDI states of California,
New York, New Jersey, Hawaii, and Rhode Island. Orange bars show share receiving benefits in all other
states. All differences are statistically significant at the 1 percent level.
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Figure A2: Share of U.S. workers with STDI coverage
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Notes: Figures come from Social Security Administration estimates of the share of private-industry work-
ers with short-term sickness protection (Price, 1986). States with universal STDI include California, New
Jersey, New York, and Rhode Island. Hawaii adopted universal STDI in 1969.
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Figure A3: Short-run effect on mothers’ labor supply in months around childbirth, by subgroup
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Notes: Figure shows estimated effect of access to STDI maternity benefits on the share of mothers at work, separately
by month relative to first childbirth. Data includes women from the retrospective fertility module in the 1984 and 1985
SIPP. Sample is limited to women whose first child was born between 1970 and 1985 while between the ages of 18
and 45, and who worked at some point during their first pregnancy. Each panel is additionally limited to the specified
subgroup. Point estimates for nonwhite and unmarried subgroups (not shown) are smaller in magnitude but too noisy
to rule out effects equal to those for white and married subgroups. Women are asked about labor supply by month only
if they worked during their first pregnancy. Figure shows intent-to-treat estimates of STDI exposure on time spent
at work by month relative to childbirth, using a version of equation (1) that pools event time such that each estimate
corresponds to T, where k € [0,7]. Specification includes fixed effect for state of childbirth, year of childbirth, and
month of childbirth. Standard errors in are clustered at the state of birth level.
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Figure A4: Effect of STDI maternity benefits on mothers’ labor supply in 1980
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Notes: Figure shows estimates of 7; from equation 1 using an indicator for employment as the dependent variable.
Sample constructed from the 1980 decennial Census (Ruggles et al., 2017). Sample includes all child-mother pairs
in which child was born between 1970 and 1980 and in which child can be linked to the mother using household
relationship variables. Standard errors are clustered by child’s state of birth and mother.
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Figure AS5: Effect of maternity benefits on women’s family income
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Notes: Figure plots estimates of the effect of STDI maternity benefit enactment on the share of women
age 18-45 with family income above the specified threshold. Sample includes women age 18-45 from the
1972-1981 CPS May extracts. Family income is measured in nominal dollars. For reference, $20,000 in
1979 dollars is about $70,000 in 2019 dollars when adjusted using the CPI. Regressions are weighted using
CPS sampling weights. Standard errors are clustered at the state-group level.
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Chamber to press for veto
of pregnancy benefit bill

By JAMES A, ROUSMANIERE, JR.

The Maryland Chamber of Commerce
has put out an urgent call to its member
companies (o pressure for a veto of newly-
passed pregnancy benefit leglslation,

The business group said costs to em-
ployers would rise substantially if the bill
is signed into law by the governor, It add-
ed, In a letter to Governor Mandel, that
the added costs would impede efforts to
draw more industry to the state.

The bill, allowing up to six weeks of

disability payments for pregnancy, was

to,” sald Eugene B. Moore, president of
the chamber, He said enactment of the bill
will “greatly” raise employers costs. Illus-
trations were provided in the chamber’s
letter to the governor, signed by Chairman

'W. Gordon Yates:

“A large Maryland utitity having few
female employees had 24 pregnancy cases
[in 1878]. Multiplying this by an average
wage of $210 weekly times six weeks of
disability would result in an annual addi-
tional costs of over $30,000.” |

Notes: Baltimore Sun article from May 13, 1977, on Maryland business groups’ unsuccessful push against STDI

maternity benefits.
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Figure A7: STDI coverage and health insurance coverage by industry, 2012
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Notes: Data on health insurance coverage comes from the American Community Survey 2012 accessed via
IPUMS (Ruggles et al., 2017). Each circle shows the industry share with coverage under an employer or
union plan. Data on STDI coverage is drawn from tabulation in Autor et al. (2013). Circle size is pro-
portional to the number of working women age 18-45 employed in the industry. Blue circles represent
industries with below-median share of workers located in universal STDI states of California, Hawaii, New
Jersey, New York, and Rhode Island. Fitted line comes from simple regression of industry-level STDI cover-
age on industry-level health insurance coverage, weighted by worker population using sample of industries
with below-median share of workers located in universal STDI states. Regression using full sample results
in estimated slope of 0.80 (s.e. 0.20).
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Figure A8: STDI coverage and take-up among new mothers
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Notes: The take-up rate on the vertical axis is the share of mothers who gave birth during the 1984-1989
panels of the Survey of Income and Program Participation and received STDI benefits in the two months
before, month of, or three months after childbirth. Share of working women with STDI coverage is estimated
using the 1976 Survey of Income and Education as described in section A.1. Circle size is proportional to
the SIPP sample size in each state or state group. All five universal STDI states are excluded for ease of
comparison among states where STDI coverage is estimated. Including the five universal STDI states in the
analysis, and assuming universal coverage, results in a correlation coefficient of 0.84.
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Figure A9: Correlation of anti-discrimination law passage and state characteristics
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Notes: Plot shows t-statistics from multivariate regression with dependent variable of year STDI-funded
maternity leave benefits were enacted at the state level. Regressions are weighted by the 1960 state popu-
lation. Data on state characteristics comes from the 1960 long-form decennial Census accessed via IPUMS
(Ruggles et al., 2017).
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Figure A10: Expected labor-market effects of paid maternity leave
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Notes: Figure shows graphical representation of stylized labor-market model outlined in Section 3. Panel
A10a shows initial labor-market equilibrium. Panel A10b shows response of women to enactment of benefit
that reduces disutility of work. In Panel A10c, firms respond to the cost of providing the benefit. Panel
A10d shows the impact of wages lost among inframarginal workers who are impacted by the change in the
equilibrium wage but would have remained in the labor force in the absence of paid leave.
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Figure A11: Effect of STDI maternity benefits on labor-market outcomes, universal STDI states vs. non-
universal states
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Notes: Plot shows estimated effects of STDI maternity benefits on the log wages and employment of women
age 18-45 from equation 1, with ST DI, defined as a binary indicator of a universal STDI state and all other
states used as a comparison group. Data comes from the CPS May and MORG files, 1973-1987. Confidence
intervals constructed using standard errors clustered at the state or state-group level.
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Figure A12: Heterogeneity in the effect of STDI maternity benefits on women’s log wages, by state disabil-
ity policy
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Notes: Plot shows estimated effects of STDI maternity benefits on the log wages of women age 18-45 from
a modified version of equation 1 that allows for separate estimates of 7; for states with and without universal
STDI. Data comes from the CPS May and MORG files, 1973-1987. Confidence intervals constructed using
standard errors clustered at the state or state-group level.
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Figure A13: Effect of STDI maternity benefits on women’s log wages, using alternative measure of STDI
coverage
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Notes: Plot shows estimated effects of STDI maternity benefits on the log wages of women age 18-45 from
equation 1, with ST DI, estimated using industry-level disability insurance coverage from Autor et al. (2013),
as described in Appendix C.3. Data comes from the CPS May and MORG files, 1973-1987. Confidence
intervals constructed using standard errors clustered at the state or state-group level.
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Figure A14: Wage convergence slows after maternity benefits adopted

(a) Trend in the gender wage gap
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Notes: Data from 1973-1993 CPS May and MORG files. Figure plots the deviation from trend of the gender wage
ratio for full-time workers, separately for two groups of states: One that adopted STDI maternity benefits in late 1976
and early 1977, and one that adopted benefits after passage of the Pregnancy Discrimination Act of 1978. The gender
wage ratio is calculated as the exponential of the difference in the average log hourly wage for women age 18-45 and
the average log hourly wage for men age 18-64 in each year. Deviation from trend is calculated as the residual from a
regression of the gender wage gap for full-time employee'; bna quadratic time trend.



Figure A15: Effect on women’s log wages using alternative estimator
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Notes: Plot shows estimated effects on the log wages of women age 18-45 using an alternative estimator
proposed by Sun and Abraham (2021). Text annotations specify the comparison group used for each set of
estimates. Data comes from the CPS May and MORG files, 1973-1987, accessed via the NBER.
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Figure A16: Effect of STDI maternity benefits on women’s employment and hours worked
(a) Employment
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Notes: Figure shows event-study estimates from equation (1) using sample of women and men age 18-45
from the 1969-1987 CPS May extracts and MORG files. Employment is a CPS-generated binary indicator
for having a job in the reference week. Hours worked are measured as of the previous week. Standard errors
are clustered at the state-group level.
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Table A1: Variation in timing and intensity of the expansion of STDI pregnancy benefits

Universal STDI Pregnancy benefits Mode of

adopted adopted passage

Rhode Island 1942 1942 Legislature
New Jersey 1948 1961 Legislature
Montana - 1972 Legislature
Connecticut - 1973 Legislature
Hawaii 1969 1973 Legislature
Alaska - 1975 Legislature
Iowa - 1975 State court
Kansas - 1975 Administrative
South Dakota - 1975 Administrative
Wisconsin - 1975 State court
[linois - 1976 Administrative
California 1946 1977 Legislature
Maryland - 1977 Legislature
Michigan - 1977 Legislature
Minnesota - 1977 Legislature
New York 1949 1977 State court
Pennsylvania - 1977 State court
Washington, DC — 1977 Legislature
Massachusetts - 1978 State court
All other states - 1979 Congress

Notes: Column 1 lists date that state adopted universal STDI law, where applicable. Column 2 shows the
year each state’s anti-pregnancy-discrimination law was enacted. Note that this may differ from the date the
relevant law or policy was approved. In the analysis of labor-market effects, I use the date of approval rather
than enactment where possible (e.g., August 1976 for California, December 1976 for New York). Column
3 lists the political entity that spurred enactment of the anti-pregnancy-discrimination law.

74



Table A2: Short-run effects on mothers’ leave-taking and employment

All mothers Worked last year
(1 2) 3) 4) )
On Worked On
leave last year Employed leave Employed

Panel A: Full sample

STDI x Post ~ 0.0231**  -0.0188 0.0163 0.0491**  0.0597*%*%*
(0.0097) (0.0164) (0.0221) (0.0228) (0.0170)

1970 mean 0.04 0.51 0.14 0.08 0.25

Observations 54,577 54,577 54,577 32,402 32,402

Panel B: First-time mothers

STDI x Post  0.0304**  -0.0312 0.0205 0.0475%*  0.0477%**
(0.0122)  (0.0325) (0.0174) (0.0186) (0.0165)

1970 mean 0.05 0.75 0.16 0.07 0.20

Observations 20,806 20,806 20,806 16,493 16,493

Panel C: Higher-parity mothers

STDI x Post 0.0101 -0.0361 0.0011 0.0399 0.0606**
(0.0087)  (0.0229) (0.0295)  (0.0255) (0.0304)

1970 mean 0.03 0.38 0.12 0.09 0.29

Observations 33,771 33,771 33,771 15,908 15,908

Panel D: Some college or more

STDI x Post ~ 0.0667***  0.0004 0.0264  0.0921***  0.0529**
(0.0232)  (0.0531) (0.0223) (0.0325) (0.0257)

1970 mean 0.05 0.60 0.14 0.08 0.23

Observations 16,892 16,892 16,892 11,702 11,702

Panel E: High school or less

STDI x Post -0.0073 -0.0305  -0.0012 0.0046 0.0427
(0.0091)  (0.0333) (0.0315) (0.0188) (0.0281)

1970 mean 0.04 0.49 0.13 0.08 0.25

Observations 37,684 37,684 37,684 20,697 20,697

Notes: Estimates come from simple difference-in-difference estimates (equation 1 with k restricted to pre- and post-
reform) of the effect of access to STDI maternity benefits on the labor-market outcomes of mothers of newborn
children. Covariates include indicators for non-Hispanic and nonwhite interacted with survey year. Sample includes
women age 18-45 in the 1970 and 1980 long-form Census who gave birth in the 1st quarter of the year of the Census
(Ruggles et al., 2017). Women are coded as on leave if they had a job but were not at work in the previous week.
Women are coded as working in the previous year if they reported working for pay at any time during the previous
year. First-time mothers include women who gave birth in the previous quarter but could not be linked to any other
children in the household. Higher-parity mothers are women who gave birth in the previous quarter but are also linked
as mothers to other, older children in the household. Standard errors are robust to heteroskedasticity and arbitrary

correlation within state of child’s birth.
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Table A3: Replication of Gruber (1994): Effect on log wages

m @ 3)
Eeplication
Gruber 1994 Replication by state
Treatment x Post x Experimental State -0.043= 0.0467**
(0.023) (0.0224)
Treatment x Post x Tllineds -0.0527**
(0.0311)
Treatment x Post x New York 0.0504%=
(0.0285)
Treatment x Post x New Jersey -0.00692
(0.0382)
Observations 27,033 26,971 26,971
R-sguared 0414 0413

Notes: Table shows replication of results of Gruber (1994) Table 4. Sample includes married women ages
20-40 (“treatment” group) and single men age 20-40 from the 1974, 1975, 1977, and 1978 May CPS.
Specification is based on equation 1 in Gruber (1994) and includes controls for years of education, quadratic
in potential experience, full interaction of gender and marital status, indicators for nonwhite race and union
membership, and year fixed effects. In column 3, equation 1 has been modified to report g separately for

each “experimental” state.
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