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ABSTRACT

Most existing evidence on the effectiveness of family leave policies comes from studies focusing
on their impacts on affected families - mothers, fathers, and their children - without a clear
understanding of the costs and effects on firms and coworkers. We estimate the effect of a female
employee giving birth and taking parental leave on small firms and coworkers in Denmark. Using
a dynamic difference-in-differences design, we compare small firms in which a female employee
is about to give birth to an observationally equivalent sample of small firms with female
employees who are not close to giving birth. Identification rests on a parallel trends assumption,
which we substantiate through a set of natural validity checks. We find little evidence that
parental leave take-up has negative effects on firms and coworkers overall. Specifically, after
accounting for wage reimbursements received by firms offering paid leave, there are no
measurable effects on firm output, labor costs, profitability or survival. Coworkers of the woman
going on leave see temporary increases in their hours, earnings, and likelihood of being employed
but experience no significant changes in well-being at work as proxied by sick days. These
limited effects of parental leave reflect that most firms are very effective in compensating for the
worker on leave by hiring temporary workers and by increasing other employees' hours. In
contrast, we do find evidence that parental leave has negative effects on a small subsample of
firms that are less able to use their existing employees to compensate for an absent worker.
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1 Introduction

The past few decades have been marked by a dramatic rise in female labor force participation and a
narrowing of the gender gap in education, hours of work, and earnings (Goldin, 2014). Nonetheless,
women still experience substantial earnings penalties due to motherhood (Bertrand et al. , 2010} |An-
gelov et al. , 2016; Lundborg et al. , 2017; Kleven et al. , 2019). In light of these facts, policy discussions
surrounding parental leave have become more prominentE Nearly all high-income countries currently
have generous leave entitlements with the goals of decreasing gender inequality and improving child
development (Olivetti & Petrongolo, 2017). While many of these programs benefit mothers and their
children (Rossin-Slater, 2019), critics argue that leave take-up could impose substantial costs on em-
ployers. These costs include both wage replacement benefits during parental leave as well as indirect
expenses, such as the cost of training and recruiting replacement labor. Although one of the goals of
parental leave policies is to improve mothers’ well-being, these incurred costs could harm women by
making employers more likely to discriminate against them in hiring and promotion decisions.

To fully understand the benefits and costs of parental leaves, it is not only essential to examine how
parental leaves affect households but also how they affect firms and workplaces. Doing so is especially
important for countries that are considering introducing or extending leave benefits. For example, in
the United States—the only high-income country with no national paid leave—this question is at the
center of ongoing policy debates, as opponents contend that mandating parental leave would be too
costly and too detrimental to businesses. Former California governor Jerry Brown signed a bill into
law in 2017 that required small and medium-sized businesses to provide new parents with 12 weeks
of leave. However, he rejected a similar bill just one year earlier citing concerns “about the impact of
this leave particularly on small businesses and the potential liability that could result” (The San Diego
Union-Tribune, 2017).

In this paper, we present some of the first evidence on the impact of parental leave on firms and
coworkers. Despite considerable policy relevance, direct estimates of the effects of leave on employers
and coworkers are scarce. In contrast to the rich evidence on the effects of parental leave on women and

childrenﬂ a recent review of the literature on leave programs concludes that “we know very little about

Throughout the paper, we use the term “parental leave” to cover any period of leave that is taken in conjunction
with a child’s birth or in the years following. The term thus includes both periods of “pregnancy leave” taken toward the
very end of a pregnancy and periods of “maternity leave” that mothers take immediately following a birth.

2The evidence on the effects of leave programs on women and children is mixed. Previous studies find that short



how maternity and family leave policies may impact businesses, who often worry about being burdened

with extra costs resulting from dealing with employee leave-taking” Rossin-Slater (2019, p.337)%| This is

largely because answering this question requires comprehensive data linking firm and worker outcomes
to information on fertility and leave-taking, which is a challenging undertaking. Identifying causal
effects poses an additional challenge, as leave-taking is likely correlated with unobservable factors, such
as worker productivity, that may simultaneously affect firm outcomes.

We study the effects of a woman’s giving birth and taking leave on firms’ labor demand, costs,
overall performance, and coworkers’ labor outcomes (hours, retention, and earnings) in a setting where
firms are reimbursed for the costs associated with wage replacement benefits during parental leave. To
do this, we exploit rich administrative data on the universe of firms and workers in Denmark from 2001
to 2013. We link data on individual worker fertility and leave-taking with full administrative data on
their employing firm and their coworkers. We focus on small firms (those with less than 30 employees),
which due to their size, may bear the largest costs of parental leave policies.

To identify the causal effects of leave-taking on firms and coworkers, our empirical strategy is

inspired by |Azoulay et al. (2010) and |Jager & Heining (2019)| who study the effects of a coworker’s

death. Specifically, we compare a sample of treatment firms in which a female employee is about to give
birth, to a set of control firms with female employees who do not give birth over the next few years. We
condition on a very rich set of baseline characteristics to ensure that treatment and control firms are

similar at baseline and then compare the evolution of outcomes between treatment and control firms in

periods of leave can raise women’s likelihood of employment and return to work, but that leaves that are longer than
one year can have negative effects on their labor market opportunities (Ruhm, 1998; Baum, 2003} [Baker & Milligan,|
[2008} [Lalive & Zweimiiller, 2009} [Lequien, 2012} Blau & Kahn, 2013} [Schonberg & Ludsteck, 2014). Furthermore, the
introduction of parental leave improves children’s health, education and earnings (Carneiro et al. , 2015 [Rossin, 2011))
but further expansions in the duration of leave have no significant effects on a range of child outcomes (Baker & Milligan,
2010; [Rasmussen, 2010; [Dustmann & Schénberg, 2012} [Dahl et al. , 2016; [Danzer & Lavy, 2018). [Olivetti & Petrongolo
(2017)| and [Rossin-Slater (2019)| provide detailed reviews of the literature.

“Besides the two papers by |Gallen (2019)| and |Ginja et al. (2020)| on parental leave extensions that are discussed
further below, we are only aware of a handful of policy reports dealing with parental leave and firms. Notable policy
reports with a focus on causality include Bedard & Rossin-Slater (2016)| and [Bartel et al. (2016) [Bedard & Rossin-Slater]
use panel data from California and employer fixed effects to compare firms with varying fractions of workers on
leave. They find that an increase in the share of workers is associated with a lower wage bill and slightly higher turnover.
In contrast, other work has shown that leave take-up rates are endogenous across firms in California (Bana et al. , 2018),
making causal conclusions is somewhat challenging. Bartel et al. (2016)| survey 414 small and medium-sized firms in
the manufacturing and food services sectors to study the introduction of a four-week paid leave in Rhode Island. They
use a difference-in-differences approach and compare employers in the state to those in neighboring Massachusetts and
Connecticut before and after the policy. They find no significant impact on turnover rates, employee productivity, or
morale but warn that their small sample size precludes them from drawing definitive conclusions. Other policy reports
include [Appelbaum & Milkman (2011)| and [Lerner & Appelbaum (2014)| who provide descriptive analyses of in-depth
interviews and survey data collected after the introduction of paid family leave programs in California and New Jersey.




a dynamic difference-in-differences design. Relying on a parallel trends assumption for identification,
this allows us to estimate both the contemporaneous effects of having an employee take leave and any
delayed effects that persist or appear over the following few years. An additional advantage of this
empirical strategy is that it lends itself to several natural validity checks, which we use to substantiate
our identifying assumption.

Our empirical analysis yields several key findings. First, firms where a woman gives birth are
exposed to an average of 282 extra parental leave days (about nine and a half months). In isolation, an
employee going on leave thus implies a substantial loss of labor inputs for firms. We find, however, that
firms are able to compensate for this lost labor supply by making adjustments both at the extensive
and intensive margins. Compared to the control group, treated firms temporarily hire more workers
when their employee gives birth and goes on leave. They also slightly raise the retention rates and
work hours of existing employees, particularly those who are in the same occupation as the woman
on leave. As a result of these adjustments, firms’ total hours of work are roughly unchanged: the 95
percent confidence interval from our preferred specification excludes effect sizes such that having one
percent of the workforce on leave reduces total hours by more than 0.18 percent.

Turning to the overall costs of leave, we find that Danish parental leave imposes minimal costs as
best as we can measure. Consistent with the increase in work hours, we document marginal increases
in existing employees’ earnings, which are again driven by employees in the same occupation as the
women on leave. Together with the temporary increase in hires and retention, these changes lead to
an increase in the treatment firms’ total wage bill. However, this total wage bill includes wages paid
to workers on leave, for which Danish firms receive reimbursement. When we exclude wages paid to
workers on leave, we do not find any effect on the wage bill of having a female employee on leave.
Furthermore, having an employee go on leave does not seem to affect overall firm performance. We do
not find significant effects on output or on the likelihood of firm survival. The 95 percent confidence
interval from our preferred specification excludes reductions in sales by more than 0.18 percent and in
the likelihood of survival by more than 0.05 percentage points when one percent of the workforce goes
on leave. Overall, our estimates suggest that the costs of parental leave for employers are small.

We also find no evidence of adverse impacts on coworkers overall. As noted, coworkers see increases
in their hours, earnings, and likelihood of being employed and are thus compensated by their extra

work effort when an employee goes on leave. Moreover, at least in terms of sick leave, workers do not



seem to suffer from their coworker’s absence.

While firms, on net, make labor adjustments without drastic consequences for their costs, profits and
survival, some firms may face unusual adjustment costs. To delve into this further and understand the
role of firm adjustments in our results, we explore heterogeneous effects across firms. First, we focus on
the small subset of firms that have no other employees in the same occupation as the woman who goes
on 1eaveE| By construction, these firms face constraints on how they can adjust because they cannot
rely on increases in hours among same-occupation coworkers. Accordingly, for this subsample of firms,
we do see indications of negative effects of parental leave. In particular, despite experiencing slightly
shorter parental leaves on average, firms without same-occupation coworkers do not fully compensate
for the worker on leave but instead experience drops in total labor inputs; we estimate that in the year
the leave starts, total hours drop by 0.33 percent when one percent of the workforce goes on leave. In
addition, we see signs that this drop in labor input translates into worse firm performance, although in
this smaller subsample we have limited statistical power. These negative effects underscore that firm’s
labor adjustments play an important role in mitigating the potential costs of parental leave in our
overall sample. It also highlights that even if the costs of parental leave are negligible overall, parental
leave can be costly for certain vulnerable firms. Finally, we explore heterogeneity by the initial size of
the firm. We find little evidence that the costs of parental leave varies with firm size in our sample,
however.

The goal of our work is to understand how employees going on parental leave affects employers and
coworkers in the typical setting where employers can plan for the leave from the time the employee
announces her pregnancy. This objective is distinct from other work in the nascent research area on
the effect of parental leave on firms. |Gallen (2019) studies a 2002 policy reform in Denmark that
caused mothers already on parental leave to unexpectedly extend their leave from 8 to 10 months on
average. Since the original circulation of our paper, Ginja et al. (2020) has added further evidence
from a similar reform in Sweden in 1989, which extended leaves from 12 to 14 months on average.

These studies differ from our work in two key ways. First, they examine the intensive margin shock
of experiencing longer leaves among employees who were already scheduled for a substantial leave

period. Our work focuses instead on extensive margin shocks (having an employee on leave vs. not on

4Firms that have no other employees in the same occupation as the woman who goes on leave make up 10 percent of
our main sample.



leave). This distinction is important because extensions of long-duration parental leaves are known to

have markedly different effects on women’s labor market behavior, in particular on turnover

Slater, 2019). Employee turnover, in itself, is known to have negative effects on firms (Bertheau et al. |

2019; |Jager & Heining, 2019). Second, the extensions studied in |Gallen (2019) and |Ginja et al. (2020)|

were retroactive (i.e., implemented while these women were already on leave) and thus precluded firms
from planning in advance for the leave. In normal times, however, absences due to parental leave differ
from most other employee absences exactly in that they are highly anticipated, giving firms more scope
for planning. We expand our discussion of these differences in Section

By focusing on the effects of worker absence due to family leave, our study is also related to the

case study of the public health care sector by [Friedrich & Hackmann (2019). [Friedrich & Hackmann

(2019) study a Danish policy reform in 1994, which made generous family leave available to all parents

with children up to the age of eight. Because of occupational licensing and high take-up among female

nurses, this reform created a temporary nurse shortage. Friedrich & Hackmann (2019)| leverage this

shortage to provide causal estimates on the health effects of nurse care in hospitals and nursing homes.
Our study can also be seen as enhancing our broad understanding of labor demand as a part of firms’

production process and the possible presence of labor market frictions, expanding on much theoretical

work (Stole & Zwiebel, 1996a]b} [Cahuc et al. , 2008; [Acemoglu & Hawkins, 2014} [Kaas & Kircher|

2015)). In this vein, our paper contributes to the empirical literature on worker absences derived from

sources other than parental leave (Azoulay et al. , 2010; Bartel et al. , 2014; Bennedsen et al. , 2019;

[Drexler & Schoar, 2014; |Golding et al. , 2005} |Gruber & Kleiner, 2012} Herrmann & Rockoft, 2012;

[Isen, 2013; [Jaravel et al. , 2018} |Jager & Heining, 2019} [Bertheau et al. , 2019; [Krueger & Mas, 2004;

Mas, 2008). As we discuss later, however, absences due to parental leave differ markedly from other
types of worker absences by being temporary with a known end date and by being highly anticipated.
This paper also has connections to other related literatures. By directly estimating the cost of

mandated parental leave policies on firms, the paper is related to a large body of literature on how

firms may pass on the costs of mandated benefits to workers (e.g., Summers, 1989; Gruber, 1994;

[Buchmueller et al. , 2011} |Clemens & Cutler, 2014} Kolstad & Kowalski, 2016; [Pichler & Ziebarth,|

2018)). Lastly, our paper’s focus on firm outcomes can be seen as part of a growing focus in labor

economics on bringing a firm perspective to the analysis of the labor market (see e.g., |Card et al. ,

20135 |Song et al. , 2018)).




2 Understanding the Impacts of Worker Absences

This section provides a framework to understand the impact of a worker taking parental leave on firm
and coworker outcomes based on existing theory and evidence. From a theoretical perspective, if labor
markets operate as frictionless and competitive labor markets, the only effect of a worker on leave
should be that the firm exactly replaces the lost labor input by hiring a replacement worker. In this
case, as labor is replaced at the market wage, there would be no effect on coworkers or firm output.
Assuming that firms do not bear any costs related to paid leave, firm costs and thus profits would also
be unaffected by workers taking leave.

However, in the presence of costly search or other frictions, the predicted effects of an absent worker
are no longer this simple (see, for example, Jager & Heining, 2019). Under such rigidities, the firm may
not be able to replace the worker perfectly or may only be able to do so with a delay or after incurring
additional costs. If the firm fails to replace the lost worker immediately, the coworkers’ productivity at
the firm will change depending on whether they are complements or substitutes in production relative
to the lost worker. For coworkers who are substitutes, productivity may increase, while the opposite
holds for coworkers who are complements. Depending on how wages and employment are determined,
these changes in productivity would imply changes in coworkers’ wages, hours, and/or unemployment
risk. For the firm, output would also decrease if the lost worker is not immediately replaced, while
profits will tend to decrease in any case, due to either lower output or higher costs. If firms also have
the option of exiting the market in response to lower profits, the loss of a worker may cause some firms
to lay off all coworkers and shut down entirely. In sum, if the labor market is characterized by frictions,
the absence of one worker can have important negative effects throughout the firm—on the number of
workers, productivity, wages, firm output, profits, and ultimately, firm survival.

Empirically, a large existing literature has examined whether these effects of worker absence exist
and how large they are, focusing on a range of different sources of worker absence, including worker
deaths (Azoulay et al. , 2010; [Isen, 2013} |Bennedsen et al. , 2019; Jaravel et al. , 2018; Jager & Heining,
2019; Bertheau et al. , 2019), labor disputes (Krueger & Mas, 2004; Mas, 2008; \Gruber & Kleiner, 2012),
illness (Herrmann & Rockoff, 2012; Drexler & Schoar, 2014)), military reserve call-ups (Golding et al. ,
2005)), and the departure of experienced nurses (Bartel et al. , 2014). Broadly speaking, the results of

this work are consistent with the presence of significant labor market frictions and with worker absences



having important negative effects on firm and/or coworker outcomes.

The key motivation for our empirical analysis of parental leave absence, however, is that the sources
of worker absence studied in the previous literature differ conceptually from parental leave in a number
of ways—having a worker go on parental leave is very different from having a worker die, suddenly fall
ill, or be absent for some other reason.

First, relative to other sources of worker absence, parental leave is highly anticipated and firms can
thus plan around absences due to parental leave. The Danish parental leave policy requires mothers
to announce their pregnancy to employers at least three months before giving birth, but it is common
for women to announce a pregnancy at their workplace up to six months before the due date. This
may make it substantially easier to compensate for the worker on leave than for a worker who dies
unexpectedly. For example, knowing about the upcoming leave several months in advance allows the
firm to start looking for potential replacement workers early and also makes it possible to involve the
worker going on leave in the potential recruitment and training process.

Second, parental leave tends to be a temporary and not permanent absence that ends at a specific,
known time. The majority of women in Denmark return to their employer at the end of their parental
leave period. In fact, in the analysis sample we present later, the turnover for female employees who
give birth and take leave is actually slightly lower over the next few years than for comparable women
who do not give birth. Not having to deal with an employee’s permanent departure from the firm
implies that some firms may be able to conclude or postpone tasks where the worker going on leave
is harder to replace. Meanwhile, the temporary nature of the leave may also impose constraints on
the types of adjustments firms can do; for example, downward wage-rigidity makes temporary wage
changes impracticalﬂ

Third, relative to some other types of worker absence, parental leave is a relatively common occur-
rence. This implies that firms may already be familiar with the details of the parental leave system and
be accustomed to having employees take leave. Taken together, these particular properties of parental
leave imply that the effects of parental leave absences may be very different from the types of worker
absences studied in the previous literature. This motivates our goal of providing empirical evidence on

the effects of parental leave on firms.

°If nominal wages are downwardly rigid, potentially due to moral costs, firms would find it difficult to raise coworker
wages during the absence and then decrease them when the absent worker returns.



3 Institutional Setting: Parental Leave Policies

Danish parental leave, as is typical of most leave policies, consists of two key parts: i) wage replacement
for a specified number of weeks at a specified rate, which we discuss below, and ii) job protection while
on leave. Eligibility is conditional on the number of work hours over the months leading up to childbirth,
but requirements are low enough that virtually all employees qualifyﬁ

Mothers giving birth during our sample period are eligible for job-protected leave with wage re-
placement for 4 weeks before birthﬂ 14 weeks immediately after birth, and then have 32 weeks that the
parents can shareﬁ In practice, mothers take the majority of these 32 weeks, implying that a typical
new mother takes close to 50 weeks of job-protected leave with wage replacementﬂ In addition, women
with medical difficulties in pregnancy are entitled to extended prenatal leavem

The employment protection offered by the leave policy means that workers who go on leave are
guaranteed to be able to return to their job at the end of the parental leave, although there are certain
exceptions. Employers are not allowed to terminate the employee because of the leave but can terminate
her for other reasons, such as downsizing or plant closing.

The wage replacement offered during the leave depends on the details of the worker’s employment
contract. At a minimum, all women are eligible to receive government-provided wage replacement equal
to the maximum level of Danish unemployment insurance (UI) benefits during the entire 50 weeks of
leaveH We refer to this as unpaid leave, that is, the worker receives a direct wage replacement from
the government instead of from her firm. However, most employment contracts in Denmark offer
some period of fully paid leave during which the employer simply continues to pay the worker her
wage. We refer to these periods of employer-paid leave as paid leave, that is, the worker continues to

receive wage payments from the firm. Typically, paid leave is offered to women during all 4 weeks of

5The exact requirements have changed somewhat over the years but have been low throughout. Under current rules,
for example, working ten hours a week for the past three months is sufficient to qualify for leave.

"Women working in particular jobs (typically physically demanding labor), are eligible for an additional four weeks of
leave before birth.

8Fathers are additionally eligible for two weeks of parental leave immediately after the birth.

9Fathers take only about 10 percent of the shared leave on average. The leave policy offers various possibilities for
postponing part of the leave period until later in the child’s life and for extending the job-protected leave without wage
replacement. These possibilities are less important in practice, so we focus on leave periods with wage replacement that
occur immediately after the child is born in this paper.

10 A woman unable to work due to her pregnancy has a right to her full salary, for which the UI system fully compensates
the employer.

"'The wage replacement amount cannot exceed the woman’s previous wage, so for the small number of women earning
less than the maximum UT level, this is just equivalent to a full wage replacement.



prenatal leave, all 14 weeks immediately after birth, and for some subset of the 32 weeks after that.
Importantly, workers lose their right to government-provided wage replacement during periods of paid
leave. Contracts offering paid leave therefore do not affect the total time that women can be on leave
but instead increase the effective wage replacement for parts of the leave period. Table [1] illustrates
the parental leave system.

Employment contracts offering paid leave are encouraged under the Danish parental leave policy.
This is done by directly reimbursing firms for wages paid to workers on leave in two ways. First, when
an employee goes on paid leave, the employing firm receives the government-provided wage replacement
that the worker would have been eligible for if not on paid leave. Second, firms paying wages to workers
on leave are also eligible for reimbursement from one of several semi-private “parental leave funds” to
which all employers contribute@ Exact rules and reimbursement amounts differ depending on the
specific fund and the terms of the woman’s employment contract. However, firms recoup almost all the
wages paid to workers on leave in the majority of casesE To account for this in our analysis, we use
data on firms’ wage bill both including and excluding wages paid to workers on leave.

Appendix Table compares the Danish parental leave systems to schemes in other countries.
Similar to Denmark, most European countries provide mothers with between 14 and 18 weeks of
maternity leave with high earnings replacement (between 80 and 100 percent). In addition to maternity
leave, most countries provide parental leave that both parents can share. However, the duration and the
amount of benefits received under parental leave programs vary substantially across countries. Relative
to other European countries, Denmark offers a shorter period of parental leave (32 weeks) but provides
higher earnings replacement during that period. The Danish system of encouraging firms to offer paid
leave but then reimbursing them for these expenses is somewhat unusual; most countries offer wage
replacements that are directly funded and paid out via the social insurance system. But these funding
differences are unlikely to matter, because employers never bear the direct costs of replacing the wages
of women on leave.

Finally, for thinking about the external validity of our results, it is worth noting that low levels

12Prior to 2006, employers could voluntarily join these funds to replace workers’ wages. Since 2006, membership in a
parental leave fund has been mandatory for all employers. Firms are required to pay into a parental leave fund for all
employees regardless of gender and age.

13Based on the treatment firms and women in our estimation sample (see Section , we compute that firms in our data
are reimbursed for more than 90 percent of the paid leave for the average woman going on leave. In addition, firms are
eligible for full reimbursement for all the paid leave for 49 percent of the women.

10



of employment protection and high turnover and mobility are important features of the Danish labor
market. Turnover and job mobility rates in Denmark are more similar to the US labor market than to
other European labor markets (Andersen & Svarer, 2007)). Danish employers thus have much leeway
for firing other employees and/or temporarily increasing their workforce when an employee goes on

leave compared to other European countries. Firms also frequently hire temporary workers.

4 Data

Our administrative data were collected from several sources and cover the universe of Danish firms and
workers from 2001 to 2013. Data on workers are linked across the different sources using unique person
identifiers from the central person registry (CPR). For firms, we link the data using firm identifiers
from the central firm registry (CVR). These identifiers are required for tax purposes for nearly all
active firms and public workplaces and enable us to merge our employer-employee data with firm-level
outcomes, such as output and proﬁtabilityE We can distinguish between different firms, but not
between different establishments of the same firm. Nonetheless, our analysis sample includes mostly

single-establishment firms since our focus is on small firms (as further discussed in Section .

4.1 Worker Data

Our linked administrative data yield a range of characteristics and outcomes for workers. We obtain
basic demographic information, such as age and gender, from the CPR. Using parent-child linkages and
information on birth dates, we further construct data on when workers give birth, as well as the number
of children each worker has. We use data on the payout of parental leave benefits to individuals and
the payout of leave reimbursements to firms to calculate the total number of days of paid and unpaid
leave for each WorkerE In our measure of prenatal leave, we include instances when the leave period
is extended because of health issues related to pregnancy (see Section . Finally, using data from the

central education register and the Integrated Database for Labor Research (IDA), we obtain detailed

Participation in the CVR registry is required for all firms with a yearly revenue above 50,000 DKK (about 6,700 EUR
or 7,500 USD).

15For each birth, we calculate the number of prenatal and postnatal leave days based on the UI rate and allocate
the number of leave days around childbirth, assuming that the woman takes all the prenatal leave uninterrupted right
before childbirth and all the postnatal leave uninterrupted in the first year starting right after childbirth. Prenatal leave
includes pregnancy-related sick leave. In the case of outliers, we truncate the length of any prenatal leave at 38 weeks,
paid prenatal leave at 6 weeks, paid postnatal leave at 52 weeks, and any postnatal leave at 104 weeks.

11



measures of workers’ education and their total labor market experience since labor market entry.

4.2 Matched Employer-Employee Data

Information on employment relationships comes from yearly administrative data on wage payments
from firms to workers (the CON and RAS databases) and the IDA. We use these data to construct
measures of firm-level employment, hours of work, and wages.

To measure the stock of employees at a firm, we use the standard IDA definition of “main November
employment relationship.”m Under this definition, a worker is considered to be employed at a firm
in a given year if his/her main job was at that firm in the last week of Novemberﬂ We refer to the
total number of such workers as the number of employees at the ﬁrm@ Importantly, we note that this
measure of employee stock includes workers on leave.

In addition to examining the stock of employees at a given time, we are also interested in examining
changes in hours worked. To do this we construct an approximate measure of how many hours each
worker supplied to a firm by using data on mandatory pension contributions from firms (ATP). Firms
make these pension contributions for each week an employee works at the firm and the contribution
per week scales approximately linearly with hours. Appropriately scaling the contribution amount
therefore gives us an approximate measure of total hours supplied during the year (Lund & Vejlin,
2016)), which we use in our analysis. When constructing the measure of hours, we scale contributions
so that hours are measured in full-time equivalent (FTE) workers. To correct for the fact that ATP
contributions continue while employees are on paid leave, we subtract the share of the year that each
employee is on paid parental leave.

When analyzing the resulting measure of yearly hours, it is important to note that the assumed
linear relationship between weekly hours and pension contributions is only an approximation. The

true relationship is in fact a stepwise function with four steps that tops out for full-time employees@

18Hjstorically, the IDA data were designed to most accurately capture employment at the end of the last week of
November.

'"The main job is defined as the job with the most hours, and in the case of any equal amounts, that with the highest
earnings.

18The results we present later are virtually identical if we instead include all workers who were ever at the firm in any
capacity during the year.

19The ATP contribution schedule has fours steps for 0-9, 9-17, 18-26, and 27— hours per week and therefore tops out
for individuals working full time (37 hours a week), so any overtime work undertaken by full-time employees will be missed
in our hours measure. For this reason, we also cannot calculate a reliable measure of hourly wages. An alternative data
source that better captures overtime hours became available in 2008. However, using this source would leave us with too
short a sample window for the analysis.
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This implies that our analysis of yearly hours will fail to capture changes in overtime work for full-time
employees as well as smaller changes in weekly hours that do not cross one of the thresholds in the step
function. However, our measure will very precisely capture changes in the share of the year working
(for example, due to parental leave absences) as well as changes between part-time and full-time work.

Turning to wages, we start by computing total earnings for each worker in a given year as the sum
of all (pre-tax) payments received from their main job. We then calculate the firm-level total wage
bill as the sum of all payments to workers during the year. Unlike our FTE measure, the wage bill
will reflect overtime work for full-time employees to the extent that overtime work is paid. This total
wage bill will also include any payments made to workers on paid parental leave for which firms receive
reimbursements. As an alternative measure, we construct the wage bill ex. leave where we remove
payments made to workers on leavem By examining the effects of parental leave on both the total
wage bill and the wage bill ex. leave, we can shed light on how firms are affected both before and after

they receive reimbursements for paid leaveT]

4.3 Firm Data

Information on firm performance is taken from value-added tax (VAT) data. As part of administering
the Danish VAT, all firms are required to report their total sales and purchases if the revenue exceeds
a defined value[”?| We use total sales as our measure of firm output and use firm purchases for an iden-
tification check@ For a measure of firm profitability, we create a proxy for gross profits by subtracting
purchases and the total wage bill from total sales. We note that this proxy differs from the standard

accounting definition because the VAT data on purchases also include purchases of capital equipment,

20We divide each worker’s total payments from the firm by the total hours worked including paid leave (based on ATP
contributions) to get wages. We then multiply their wage by their number of hours worked excluding periods of paid leave
(based on ATP contributions and total days on paid leave). The gap between the workers’ total payments from the firm
and the earnings from labor hours is a measure of the paid leave that the firms have covered. This gap is then subtracted
from the total wage bill to arrive at a measure of total wage bill excluding leave payments. Inherent in this measure is
some error for people who hold two jobs. Cases with zero or missing pension contributions are treated as working full
time all year for the purpose of these calculations. Among worker-firm years for which the worker has positive parental
leave and positive earnings, 7.9 percent have missing or zero pension contributions. These are all concentrated among
very low earners. If we further condition on having earnings of more than 30,000 DKK (4,000 EUR or 4,500 USD) for the
year, this calculation falls to 1.4 percent.

2'Data limitations prohibit us from examining the actual reimbursements firms receive. Specifically, we do not have
data on reimbursements received from parental leave funds (see Section [3).

22 As of 2018, this value is 50,000 DKK (6,700 EUR or 7,500 USD), but it was even smaller during our sample period.
With the exception of exports, the Danish VAT is almost universal. The sales and purchases data we use in the analysis
have been corrected to include export data.

23Due to reporting errors and issues around accounting corrections, there are a few instances of firms reporting negative
sales and/or purchases (less than 0.2 percent). We recode these as zeros.
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which would not normally be included when calculating gross proﬁts@

One important feature of most firm data is that many firms enter and exit the market each year.
Because leave-taking might affect firm entry and survival, we do not remove firms that are inactive
and/or shut down from our sample. Instead, we consider them as having zero employees, zero hours,
and zero sales. In other words, when estimating the effects of parental leave on these outcomes, we
allow firm shutdown to be one reason why employees, hours, or sales may change. Using positive sales

as a proxy for firm activity, we also examine firm shutdown directly as an outcomeﬁ

5 Research Design

The goal of our study is to identify the causal effect on firms and coworkers when a female employee
gives birth and subsequently goes on leave. We do this using a dynamic difference-in-differences design
with a setup that is similar to [Jager & Heining (2019). In essence, this research design leverages a
comparison of treatment firms that employ a female worker who gives birth with control firms that
employ a female worker who does not give birth over the next few years.

In this section, we begin by describing the construction of our treatment and control firms and then
our firm-level and coworker difference-in-differences empirical specifications. We address several consid-
erations of the analysis, including the intent-to-treat nature of our research design, the comparability

of the treatment and control firms, and the possible threats to identification.

5.1 Constructing the Treatment and Control Groups

To start our discussion of the construction of treatment and control groups, we first define what we
refer to as potential events. A potential event is defined as a woman who had her main job at some firm
in some year. In other words, events are combinations of woman-firm-year. For definitional purposes,
the year in this combination is called the baseline year and the year two years after the baseline year
is the event year. These events are determined at the individual and not the firm level because an

individual’s own behaviors trigger parental leave.

24Normally, capital purchases only affect net profits because these include capital depreciation. If firms in our sample
respond to employee leave-taking by systematically increasing investments, this will understate gross profits. Accounting
data that separate investments from material costs and other inputs are not available for most small firms of our analysis.
25Using other definitions of firm activity does not affect the qualitative conclusions of the paper.
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Within our sample of potential events, we then select our set of treatment and control events as
follows (see Figure (1| for a summary): We classify a treatment event as one in which the woman gives
birth in the event year but does not give birth in the year before or after the event year. In parallel,
a control event is an event in which a woman does not give birth in the event year, the year prior, or
the year after@ For both sets of events, the associated firm is the firm where the woman is employed
in the baseline year. The association of a firm to an event occurs in the baseline year rather than the
event year to allow for the possibility that job mobility between the baseline and event years may be

endogenous (e.g., women may sort into family-friendly firms just prior to giving birth).

5.2 Sample Restrictions

We place several restrictions on this set of potential leave events—both at the individual and the firm
level. Of these restrictions, the most important are a focus on women in their prime childbearing years
and a restriction to small private firms with less than 30 employees.

We restrict attention to small firms for two reasons. First, the potential disproportionate impacts on
small firms often crowd public discussions of parental leave, and thus justify a particular focus on them.
Second, our research design is based on comparing firms that differ in whether one particular employee
is on parental leave. At medium and large firms, differences in the behavior of a single employee will
not generate meaningful variation. The restriction to small firms is therefore also invoked in previous
studies on worker absence that use related research designs (Jager & Heining, 2019)).

In terms of other restrictions, we impose the following restrictions on the women who make up our

treatment and control events:
1. The woman must be between 19 and 33 years of age in the baseline year.
2. At the baseline year, the woman must have been with the firm for more than one year.
3. The woman must not be a student in the baseline year.

Restriction 1 ensures a focus on prime-childbearing-age Womenm Restrictions 2 and 3 ensure a focus on

26For women of prime childbearing age, fertility exhibits a very strong negative autocorrelation pattern across adjacent
years. The requirement that female employees in the control group not give birth over any of the next three years is
therefore necessary because we want to look at potential longer-run effects of a female employee giving birth without our
estimates being confounded by births occurring among control group members. If we only required the control group
women not to give birth in the event year, we would have large spikes in fertility in the surrounding years for this group.

27 As described above, we examine the effect of women’s fertility two years after the baseline year. Ages 21 through 35
are the prime childbearing years for Danish women over our sample period.
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women with reasonably strong labor market attachment. Second, we impose the following restrictions

on firms:
4. Based on sales, hours, and the total wage bill, the firm must be active in the baseline year@
5. The firm must not be an extreme outlier in terms of growth, sales levels, or wage bill@

6. We restrict our sample to small firms in which our measure of the stock of employees is between
3 and 30 in the baseline year, and where the total number of employment relationships observed

at the firm at some point in the baseline year is less than 60
7. The firm must be in the private sector.

Restrictions 4 and 5 ensure that our results are not driven by a small number of outlier firms or by
firms that were de facto inactive in the baseline year. As noted previously, Restriction 6 implies that
we are looking at small firms. Restriction 7 is necessary because our measures of firm performance

(sales, firm closure, and profits) are not relevant outcomes for the public sectorﬂ

5.3 Firm-Level Difference-in-Differences

Using data on the treatment and control events (along with data preceding, during, and following the

events), our dynamic difference-in-differences specification has the following basic form:

Yert =ve + Z apli—p + Z Brli—y - Treatment, + €¢ 4 (1)
keT keT

T ={-4,-3,-1,0,1,2}.

Here e indexes events, f indexes firms and ¢ measures event time (i.e., t = 0 is the event year and

t = —2 is the baseline year). Y.y is one of our firm outcomes for firm f at event time ¢, Treatment,

288pecifically, we require that total hours in the baseline year correspond to at least one full-time employee and that
the firm either had positive sales or positive wage payments in the year prior to the baseline year.

29Firms with outlier sales or wage bills relative to their employment are excluded. Specifically, sales per employee must
be between 10,000 DKK (1,300 EUR or 1,500 USD) and 100 million DKK (thirteen million EUR or fifteen million USD),
and wages per worker must be between 10,000 DKK (1,300 EUR or 1,500 USD) and one million DKK (130,000 EUR or
150,000 USD).

30Recall that our main measure of the stock of employees is based on the workforce in November. The additional
restriction on total employees throughout the year deals with highly seasonal firms that only employ a smaller fraction of
their work force in November.

31The majority of public sector output will not show up in sales data. Moreover, all public sector workplaces under the
same public entity (a municipality, for example) are generally assigned a single firm identifier in our data. We thus have
no reliable way of looking at firm closure or identifying true coworkers.
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is an indicator for whether event e is a treatment event, and 1,_; denotes the (time) dummy for
event time k. 7. is an event (i.e., woman-firm-baseline year) fixed effect that absorbs level differences
in the baseline year and ensures that identification is not coming from level differences across firms.
The coefficients on the time dummies, ov_y4 through ag, reflect how the mean of Y.y, in control firms
compares in event years t = —4 through ¢ = 2 relative to the baseline year, i.e. t = —2.

The parameters of interest are the coefficients on the interactions between treatment status and
event time: f[_4, B_3, B_1, Po, 81, and B2. These are the difference-in-differences coeflicients and
show how changes over time at treatment firms differ from changes over time at control firms. Under
a parallel trends assumption, these coefficients identify causal effects of a worker going on parental
leave: [y identifies the contemporaneous effect in the year of birth, while 81 and 2 demonstrate the
later post birth dynamics. $_; identifies any anticipation effects of a birth that materialize in the year
prior to the birth’s occurrence. For example, at the firm level, management may make adjustments in
this year in anticipation of the leave. An advantageous feature of the dynamic difference-in-differences
research design is the ability to test one of the crucial identifying assumptions—the parallel trends of
the treatment and control events. The coefficients S_4 and _3 serve this purpose and ideally should
hover around zero—signifying that outcomes among treatment and control firms evolve along parallel
trends in the periods before the birth occurs. We return to our pretrend estimates in Subsection [5.6.3]
after discussing the rest of our empirical strategy, including the baseline covariates we condition on to
make treatment and control events comparable.

For each event e, we use data ranging from four years prior to the event to two years following the
event in the estimation@ The main reason for this time span is to ensure a clean comparison between
the treatment and control groups. This is because our design mainly leverages the timing rather than
the incidence of childbearing at a firm. Although women who contribute to control events are restricted
to having no births from event year -1 through 1, they are still likely to give birth at some later date. If
we expand the event window to include years that lie further into the future, the parental leave taken
by these women at control firms would make it difficult to interpret differences between the treatment
and control samples.

In our analysis, we estimate equation via OLS and compute standard errors clustered at the

32%We could, in principle, extend the time frame to include more years prior to the baseline year and/or more years after
the event year. Requiring data on more than these seven years causes us to lose a significant number of observations at
the beginning and end of our sample window.
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firm level. This is appropriate as the level of treatment is at the firm level (Abadie et al. , 2017). The
clustering also corrects for the fact that the same firm may be part of more than one event in our data.
To avoid any issues with composition effects, we always estimate equation (|1) on a balanced sample
that includes only firms for which we have data for all seven years@ Whenever possible, we scale
the outcome variable in equation relative to its baseline value so that our estimated effects can be

interpreted as percentage changes relative to the baseline year@

5.4 Coworker Analysis

To understand the effects of leave on coworkers, we adopt a parallel analysis to the firm difference-in-
differences. For each woman associated with a treatment or control event, we select all her male and
female coworkers in the baseline year: i) whose job at the baseline firm constitutes the main attachment
to the labor market in the baseline year, and ii) who had hours of at least half of a full time employee
and earnings exceeding 75,000 DKK (10,000 EUR or 11,000 USD) in the baseline yearm@ For this
sample, we estimate OLS specifications that are completely analogous to , but where the outcome
variable is some coworker outcome (earnings, hours, etc.) and where observations are at the coworker-
year level (instead of firm-year). For this set of analyses, the units of the outcome are the individual
coworkers. For inference, we continue to cluster standard errors at the firm level. Appendix [D]provides

additional details for the coworker specification.

5.5 Discussion of the Treatment Leveraged in the Research Design

Although our focus is on the effects of parental leave, we note that our definition of treatment is based

on whether an employee gives birth or not. In our setting, a birth is always followed by a parental

33Recall that firms, even if they shut down, are still included in our sample. The balanced sample restriction simply
implies that we do not include firms at the beginning or end of our sample window where we have missing data on event
time t = —4 or t = 2. All our main conclusions hold if we instead consider an unbalanced panel.

3 Despite our restriction to small firms, the firms in our analysis do differ substantially in size in the baseline year.
When measured in levels, year-to-year changes in outcomes therefore exhibit considerable skewness. Because our outcome
variables contain zeros, however, we cannot apply the usual log-transformation to mitigate this. Instead we scale outcomes
relative to baseline whenever possible. We cannot do this for all outcomes, however, because some of our outcome variables
can be zero or negative in the baseline year. Except where noted, none of our qualitative conclusions are sensitive to the
scaling.

35We make this restriction to confine the sample to those with a relatively strong attachment to the firm at the baseline.
There are only five events, for which we do not have relevant coworkers; we drop these firms from the coworker analysis.

36Because this sample definition only conditions on where coworkers are employed in the baseline year, our coworker
analysis will include workers who leave treatment and control firms after baseline. This is appropriate as exit from the
firm is an endogenous outcome of interest. For the same reasons, the coworker analysis does not examine the outcomes
of workers who join treatment and control firms after the baseline year.
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leave period and the duration of this leave is very substantial in most casesﬂ Formally, our design
thus estimates the joint effect of an employee giving birth and of her subsequent parental leave. Given
our interest in the effects of parental leave, this raises a concern that our estimates will conflate the
effects of parental leave with the potential negative effects of women lowering their working hours or
effort after giving birth. Indeed, much previous work has found evidence that women’s labor supply
changes after giving birth (Kleven et al. , 2019)).

In Appendix [B] we examine how the labor supply of our sample of treatment women changes around
the time they give birth relative to our sample of comparable control Women@ Besides the differences
caused by the parental leave itself, treatment women change their labor supply very little. Two years
after the event year—the year when our treatment women should be fully back to work—the drop
in yearly work hours for treatment women is less than one percent of a full-time worker. Moreover,
because women are less likely to quit their job immediately around childbirth, treatment women are
in fact slightly more likely to still be with their baseline employer two years after the event year@
The fact that women’s labor supply changes so little after childbirth likely reflects that we are focusing
on women with reasonably high labor market attachment in the baseline year@ Given these very
limited changes in labor supply, we expect that any negative effects on firms stemming from changes
in the labor supply of new mothers will be dominated by the direct effects of the parental leave period.
During the parental leave period, firms have to go completely without the women’s labor input during

the almost 10 months the average woman is on parental leave.

37 As required by European Union law, women must take at least two weeks of parental leave following childbirth and
families are only guaranteed publicly provided childcare after the child is 26 weeks old. Moreover, the leave length is
substantial for most women; 93 percent of the women in our sample take at least six months of postnatal leave and 34
percent take the maximum duration of 322 days (46 weeks).

38We use a specification analogous to the firm-level difference-in-differences. To ensure that the sample of treatment
and control women are comparable, we condition on observables in the same way as in our main analysis; see Subsection

This might seem puzzling given existing evidence that women start to sort into certain types of firms and jobs after
the birth of their first child (see for example (Kleven et al. , 2019))). Part of the explanation is that much of this sorting
pattern does not occur immediately after birth. More substantially, however, note that the sorting of new mothers into
certain jobs and firms does not require them to have higher quit rates than other women. If new mothers are systematically
more likely to switch to certain firms and jobs when they do quit, sorting will occur even if new mothers quit at exactly
the same rate as other women. This is indeed what we see in our sample: women do not become more likely to quit
following a birth but target different jobs and employers if they do quit.

4ONote also that we are not restricting the analysis to only first births as has been done in much previous work.
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5.6 Important Considerations for the Research Design
5.6.1 Turnover and Imperfect Compliance: Obtaining LATE Estimates via 2SLS

In our construction of the treatment, there will be imperfect compliance. Women employed at a firm
in the baseline year may leave that firm after the baseline year. As we recognize that mobility may be
endogenous, we do not require women to remain at their baseline firm beyond the baseline year. The
possibility of this movement across firms means that treatment firms may not experience their worker’s
childbirth.

As is common when dealing with treatment non-compliance, the OLS estimates from the difference-
in-differences specification in equation can still be interpreted as causal intention-to-treat (ITT)
estimates of how parental leave influences firms. Because we are also interested in quantifying the
size of these effects for affected firms, however, we supplement our OLS results with standard 2SLS
estimators. In our 2SLS estimates, we use treatment status as an instrument and recover local average
treatment effects (LATE) estimates, even under imperfect compliance.

To set the stage for our specific 2SLS specifications, consider first a differenced version of equation

that looks at differences across only the baseline and event years (denoted by A):
AYer =ag + BoTreatment, + Accs (2)

This regression relates changes in the outcomes between the baseline and the event years to treatment
status. We note that estimating [y using OLS in this specification will give a numerically equivalent
ITT estimate to the difference-in-differences specification if the sample of firms is kept the same@
To obtain a LATE estimate for the effect of an additional birth at the firm, we instead apply 2SLS.
To do this, we replace Treatment,. in equation with the total number of births in the event year,

BirthsInEventY earqy, and instrument this using treatment status:

AY, s = po + ToBirthsInEventY earcs + Acs (3)

BirthsInEventY ear.y = 6o + 01T reatment. + ecf (B} First Stage)

41n practice, however, when estimating all our 2SLS specifications building on equation , we end up including
slightly more firms than in the difference-in-differences specification because the specification does not require firms to be
observed at t =2 and t = —4.
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Under the parallel trends assumption above, the 2SLS estimate of 7y is a causal LATE estimate for
the contemporaneous effect of having one additional employee give birth and go on leave in the event
year. To obtain LATE estimates of any non-contemporaneous effects in the year after the event year as
well, we simply modify the outcome equation , so that it involves changes in the outcome variable

between the baseline and the year of interest.

5.6.2 Ensuring the Comparability of Treatment and Control Events: Conditioning on

Observables via Matching and Reweighting

The difference-in-differences design employed in our firm and coworker analyses requires that our treat-
ment and control firms—in the absence of a female worker giving birth—exhibit parallel pre-trends. In
the raw data, however, the firms and women underlying treatment and control events are already quite
distinct in the baseline year. This difference is not surprising. For example, women who have decided
not to have children—and who thus contribute to our control sample—may have selected systematically
into less family-friendly firms (e.g., those that require extensive travel and long work hours). These
differences, however, raise obvious concerns about the validity of the parallel trends assumption.

Following Jager & Heining (2019), we address these concerns by conditioning our analysis on a rich
set of baseline observables through matching. The point of this is to ensure that in the baseline year,
firms in our treatment sample look similar to our control sample. Before estimating the regression
specifications discussed above, we first apply a matching and reweighting procedure to our sample.
As we show in Appendix [E] however, we can obtain similar results using a purely regression-based
approach using baseline covariates as control Variables@

Because movement across firms may be related to childbearing (e.g., women may select into family-
friendly firms after becoming pregnant), our matching procedure uses baseline characteristics (i.e.,
characteristics two years prior to the event) rather than characteristics at the time of the event. Table
details the set of baseline characteristics we condition on. In terms of the women who make up our
treatment and control events, we condition on labor market experience, demographics, and fertility
history to invoke comparisons of women with similar career trajectories. In particular, female fertility

behavior might be related to labor market returns and is therefore important to include. In terms of

42This is a reflection of the well-known equivalence between matching and reweighting estimators and linear regression
(Angrist, 1998). See Appendix [Ef for details.
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firms, we condition on standard measures of size and various proxies of family-friendliness. We do this
especially to address that high-fertility women may sort into certain types of firms.

Our estimation procedure relies on exact matching. As our baseline matching variables are discrete,
we create cells based on all possible combinations of these variables. For each treatment event, we
determine all of the control events that have exactly the same values of the observables for the baseline
year. This means that multiple control events will be assigned to a treatment event. Control events are
therefore reweighted accordingly. When a treatment event is matched to K control units, then each
of these controls receives a weight of % These weights are applied throughout when estimating our
regression specifications.

As usual, the matching and reweighting procedure rests on a common support assumption and the
resulting estimators can be undefined or badly behaved if this assumption is not satisfied (if for some
combinations of the observables there are very few treatment or control events). To deal with issues
regarding common support, we apply the trimming method proposed by |Crump et al. (2009) and trim
away cells where the fraction of control observations in the cell exceeds 0.9 or falls below 0.1. This
effectively restricts attention to the subsample of individuals where there is “thick support” in both the
control and treatment groups, thereby improving the estimator’s performance. The downside of this
procedure is a potential loss of external validity and sample size, as we restrict attention to a particular

subsample of the data.

5.6.3 Assessing the Parallel Trends Assumption

A useful feature of our research design is that it offers some natural validity checks to assess the
identifying parallel trends assumption. First, we can conduct treatment-control balance tests of pre-
determined characteristics excluded from the matching and reweighting procedure. This allows us to
assess whether treatment and control firms indeed look similar at baseline once we condition on the
observables included in our matching and reweighting procedure. Appendix Table displays this
comparison. Across all variables there are only small, insignificant differences between the treatment
and (reweighted) control sample. We note that this is also true in terms of when the potential treatment
and control events occur: treatment and control events are not occurring in systematically different
years (see last row of . This ensures that our comparison of treatment and control samples is not

confounded by aggregate time trends.
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Appendix Figure further compares the industry composition of our treatment and control sam-
ples. The samples are well balanced on industry as well. Formally, the differences in the industry
distribution across the two samples are not statistically significant (p = 0.92; see Appendix Figure |A1)).
At least in terms of these baseline characteristics, the women and firms underlying the treatment and
control events are quite comparable.

Second, we can assess the validity of our parallel trends assumption by looking at pre-trends in
outcomes. One specific potential economic-driven violation of the parallel trends assumption is the
endogeneity of birth timing. Firm-level events may influence employees’ birth timing. A positive
demand shock at the firm, for example, could translate into promotions or pay raises for employees
and lead these employees to start or postpone having children, thereby introducing reverse causality
between firm outcomes and births. The test of these pre-trends is critical for dispelling that worry.
Reassuringly, we see no evidence of differential pre-trends in any of the firm-level outcomes we consider
(see Figures [3] to [7d)).

Aside from testing for trends in firm-level outcomes, we also look at trends in the evolution of
outcomes for treatment and control women. We again see no evidence of differential pre-trends here
(as we show in Appendix. This is consistent with the event-study results for Danish women presented
by [Kleven et al. (2019)@ Part of the lack of pre-trends might reflect the fact that strategically planning
childbearing is challenging for a woman, and that many births are unplanned@

It is worth noting that even in the presence of some endogeneity bias for the treated individual,

propagation of that endogeneity to the firm level would be less than that at the individual level. In

43Broadly speaking, the event studies in|[Kleven et al. (2019) have the following flavor: Women’s labor market outcomes
evolve along fairly stable trends in the years leading up to their first birth. Then follows a few years with potentially very
distinct patterns in the years the women become pregnant, give birth and take parental leave. Finally, in the post-leave
period labor market outcomes settle on a new stable trend. As our matching and reweighting procedure conditions on
past fertility, our research design here tends to leverage two types of comparisons: Some comparisons will be among pairs
of women where both are on the stable trend occurring after the first birth but where one (treatment) women gives birth
again over the next few years and the other (control) woman does not. Other comparisons will be among pairs of women
who are both on the stable trend occurring before first birth. Of course, because we do not condition on future fertility
in the control group, our research design will also leverage some comparisons where the control woman never gives birth.
As shown in the Appendix to [Kleven et al. (2019), however, these comparisons also tend to show parallel pre-trends.

44Most births are unintended (i.e., the couple was using fertility-control methods at the time of conception) or occur
after several months of trying to become pregnant—meaning the usual timing of fertility, in general, is not well-planned.
For example, about 37 percent of all births are unplanned at conception in the United States (Mosher et al. , 2012). A
German study shows that the probability of conception during one cycle is less than 40 percent among healthy women of
prime fertile ages trying to conceive (Gnoth et al. , 2003). [Te Velde et al. (2000)| confirm this finding and document that
roughly 50 percent conceive within three months and 80 percent conceive within six months. However, these statistics
provide an upper bound on the birth rates, since not all conceptions result in births. One recent estimate of the birth
success rate, based on donor eggs used in vitro fertilization, suggests that the probability of a birth given a conception is
roughly 50 percent (Rice, 2018).
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the language of a regression equation, this is because the correlation of the regressors with the error
term, which drives the endogeneity bias, would only be generated by the treated individual and would
be zero for the non-treated individuals in the firm. Of course, this logic hinges on a lack of peer effects
in fertility decisions at the firm; if fertility peer effects across coworkers are strong, endogenous fertility
decisions by one employee will spill over to the entire workforce and lead to severe bias. In our setting,
fertility peer effects appear negligible, however. In Appendix [C] we show that the estimated effect of
a female worker’s birth on her coworkers’ leave taking is less than one day per coworker in the event

year and the following year, and it is statistically insigniﬁcant@

5.6.4 Alternative Treatment Definitions

Our main regression equations characterize the treatment in terms of number of births at a firm
(i.e., equation ) One could well imagine, however, that what matters for the outcomes is not
the total number of employees on leave but instead the share of the total workforce on leave. We
therefore consider an alternative parameterization of the treatment effect that takes the firm’s number
of employees into consideration. Specifically, we consider a relative version of equation , in which
births in the event year are divided by the number of employees at the firm at the baseline and in

which the same scaling is applied to the first stage:

BirthsInFEventY ear
AY,; =7 + 0 LA 4
ef =m0+ 0 BaselineEmployees,f + Atlef (4)
BirthsInEventY earey Treatment, )
=dy+9 4 First St
BaselineEmployees,f 0t+a BaselineEmployees. s + Vef ({# First Stage)

For ease of interpretation, we measure baseline employment in 100 baseline employees when estimating
(). This scaling implies that our estimate of fy is a LATE estimate for the contemporaneous effect of
having one percent of the baseline employees give birth and take leave in the event year@ To address

the possibility that firms of different sizes may evolve along different time trends, we always include a

“3Asphjell et al. (2014), using Swedish data, uncover workplace peer effects in fertility behavior but the peer effects
occur with delay—affecting the probability of a birth 1 to 3 years later. Because of the time frame of these peer effects
and given we only focus on four years prior and two years following a birth, these type of peer effects, if they existed in
our setting, would be less problematic for us. Also, in this vein of the literature, [Ciliberto et al. (2016) develop a game
theoretic peer effects model to understand the propensity in having a birth but not the timing of that birth.

46The average firm in our sample has approximately ten employees, so a typical complier firm actually experiences ten
percentage points more of their employees go on leave in the event year.
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full set of indicators for the exact number of employees in the baseline year when estimating ﬂ As
above, we can modify outcome equation so that it involves changes in the outcome variable between
the baseline and some year other than the event year in order to estimate the effect in later years.
We take 2SLS estimates from as our preferred estimate for all our firm outcomes that are binary
or are measured relative to baseline. For transparency, however, we always present results from both
specifications and throughout (i.e., considering the number of births as the treatment variable
as in or the percent of workers on leave as in ) For continuous firm outcomes that are not scaled
relative to the baseline, we use 2SLS estimates from equation as our preferred estimate, as they
measure the absolute effect of having one additional employee take leave. Finally, because effects on
coworkers are likely to always depend on the total size of the employment stock, we use 2SLS estimates

from equation as our preferred estimate throughout the coworker analysis.

6 Descriptive Statistics

Before discussing our main difference-in-differences results, we present descriptive statistics. Table
[3] first shows how our various sample restrictions change our working sample size. Not surprisingly,
the most limiting sample restriction is the restriction to small firms. This large reduction in sample
size reflects that by definition, most workers work at firms with many employees@ The fact that we
lose observations due to trimming reflects the fine-grained nature of our matching and reweighting
procedure. Of the initial 23,762 treatment events in our sample, 9,941 (41.8 percent) are left after
trimming. In Appendix [F] as a robustness check, we further present results from a coarser matching
and reweighting procedure that effectively trims fewer observations.

In Appendix [G] we examine the characteristics of our analysis sample to understand how represen-
tative our final analysis sample is. Compared to the universe of private sector firms in Denmark, firms

in our treatment sample experience more births and leave days per employee. Moreover, treated firms

“"The matching and reweighting procedure ensures that the baseline number of employees is balanced across the
treatment and control groups. The identification of 8y, however, also relies on comparisons across firms of different initial
sizes within the treatment group. Failing to control for initial firm size therefore causes a bias if firms of different sizes
evolve along different time paths. In practice, firm size exhibits very clear mean reversion in our data and thus introduces
this bias.

48Given that women are disproportionately more likely to work in the public sector, it might seem surprising that the
restriction to the private sector only cuts our sample by 7.5 percent. The reason for this is that public sector firms tend
to be very large in our data. Most of the public sector had already been dropped before we restricted our attention to
small firms.
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employ twice as many women than the average small firm. This is not surprising; the more women
a firm employs, the more likely it is to have an employee that gives birth. Other characteristics of
firms in our treatment sample—such as work hours and the wage bill—are mostly comparable to the
universe of private sector and small firms.

Table 4] shows (weighted) summary statistics for the baseline year of the firm and coworker samples
that we use to estimate equation @ In the baseline year, firms experience on average 0.79 female
employees giving birth and 137 days in total of leave taken by female employees. These firms have 12.9
employees, 65 percent of whom are women, and wage bills of 3.4 million DKK (455,000 EUR or 500,000
USD). Finally, Figure [2| shows the distribution of the respective length of prenatal and postnatal leave
among the women in our sample of treatment events. This clearly shows that women tend to take
the majority of available leave. Most women take close to four weeks of prenatal leave; although the
distribution of prenatal leave exhibits a long right tail due to pregnancy-related sick leave. In terms of
postnatal leave, the modal woman takes the maximum 46 weeks of leave (322 days), while the median

duration is 290 days.

7 Results

We begin our empirical analysis by verifying that our construction of the estimation sample generates
a difference in the number of births between treatment and control firms (that is, there is a treat-
ment). Panel (a) of Figure |3| plots OLS estimates of the fj-coefficients from our dynamic difference-
in-differences specification , using total births at the firm as the outcome variablem In terms of
employee fertility, treatment firms appear to evolve along the same trend as control firms except in the
event year, when they experience significantly more births@ The apparent lack of pre-trend differences
in this figure is comforting for identification purposes.

The magnitude of the increase in the event year reveals that there is imperfect compliance with

treatment. In the event year, the relative increase in births at treatment firms is only 0.68—significantly

49 Appendix Tableshows summary statistics for all seven years used for the analysis instead of just the baseline year.

59As described in Subsection this specification is estimated by OLS on the reweighted sample of treatment and
control events.

51Note that our definition of the treatment and control involves conditioning on having one female employee at baseline
who either gives birth exactly in the event year or does not give birth over the next few years. We do not place any
restrictions on any of the other employees at our treatment and control firms, so the pattern shown in Figure [3|is not a
mechanical consequence of the sample definition.
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less than one. As discussed in Subsection this imperfect compliance mainly reflects that some
baseline employees at treatment firms leave their firms before giving birth@

Having established that treatment firms experience more births in the event year, we next examine
how this affects leave take-up. The OLS estimates in Panel (b) of Figure |3| show that the additional
births cause a significant increase in the total number of parental leave days both in the event year and
in the following year. Most postnatal leaves stretch partly into the calendar year after the birth—giving
rise to the increase in the year after birth. In terms of magnitudes, the OLS estimates are in the order
of 136 and 59 extra days of leave, respectively, for the event year and the following year. However,
because of imperfect compliance, these OLS estimates capture I'TT effects and understate the actual
number of leave days that a firm experiences when a current employee gives birth.

As described in Subsection we use a set of 2SLS specifications, equations and , to
correct for this and obtain LATE estimates. For total leave take-up, these 2SLS results are shown in
the top row of Table [5l Columns (1) and (2) of the table show the estimated absolute effect of one
additional birth, while columns (3) and (4) show the estimated relative effect of having one percent
of the baseline workforce give birth. Because total leave is measured in levels, columns (1) and (2)
are our preferred specifications. When one additional female employee gives birth in the event year,
total leave days at the firm increase by 196 in the event year (column (1)) and 86 in the following year
(column (2)). Adding these up, we thus see that treated (complier) firms in our 2SLS specification are
experiencing an additional employee going on leave and being absent for 282 days or about nine and a
half months in total. This aligns well with aggregate statistics indicating that the average woman in

Denmark takes a little less than ten months of leave in connection with childbirth F3P4

52In addition, some imperfect compliance may also result from our basic definition of treatment and control firms. As
our definition of a control firm only requires that is has one female employee who does not give birth around the event
year, some of our control firms will have another female employee who gives birth in the event year.

53This also stresses the fact that women take the majority of parental leave in Danish families; recall that mothers and
fathers together have a total of 46 weeks of postbirth leave. Thus, while women can take less than the maximum amount
of leave (and some do as shown in Figure , the magnitude of the effect on parental leave is consistent with women at
the complier firms taking close to the maximum amount of leave.

540f the firms in our sample, 58.2 percent show up once in our sample, 19.8 percent show up twice, while 22.0 percent
show up three or more times. Instead of including duplicate firms, we could restrict the sample such that each firm is in
the sample only once. However, this sample restriction could lead to endogenous sample selection (i.e., dropping a control
firm in some years because of employees giving birth in other years).
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7.1 Labor Adjustment: Extensive Margin

The results in the previous subsection show that when an employee gives birth and goes on leave, the
employing firm loses her labor for an extended period. We now examine whether and how firms’ total
labor inputs respond to this loss of labor. We start by examining extensive margin responses. Panel
(a) of Figure 4| shows OLS estimates for the effect on the total employment stock (including workers on
leave). We see no differences in the years prior to the event year. In the event year, however, there is a
significant increase in the number of employees; this increase dissipates in the following time periods.
In terms of magnitudes, the second row of Table [5| presents corresponding 2SLS estimates. Because we
measure firms’ employment stocks relative to the baseline, columns (3) and (4) contain our preferred
estimates. When one percent of the baseline workforce goes on leave, firms temporarily increase their
employment stock by 0.63 percent in the event year. Thus, firms adjust quite strongly on the extensive
margin to mitigate the implied loss of labor when an employee goes on leave.

Next, we examine the nature of this extensive margin adjustment. An increase in the employment
stock can occur in two ways: changes in the number of new hires and/or changes in the retention rates
of existing workers. Panel (b) of Figure 4] shows OLS estimates for new hires. We see that new hires
indeed play a role for the increase in total employment; the number of new hires temporarily increases
in the event year in response to an employee’s going on leave. Panel (c) of Figure shows corresponding
results for turnover, defined as the number of employees leaving the firm relative to the previous year.
Focusing on the event year only, we see that turnover drops when an employee goes on leave. This
shows that firms also adjust their employment stock through increased retention of existing workers.
In terms of magnitudes, 2SLS results in Table [5] suggest that the more important adjustment channel
is that of new hiresP?]

Looking at hiring and turnover beyond the event year, we see that turnover increases to above the
baseline level one year after the event year, while new hires drop slightly below the baseline level. This
reflects that the increase in the employment stock is temporary and that firms shed the additional
workers when the original employee returns from leave.

To see how firms’ extensive margin adjustment affects the coworkers of someone going on leave, the

remaining panels of Figure [] turn to our coworker sample. Recall that this sample follows coworkers

53Column (3) of Table [5| shows that when one percent of the workforce goes on leave, new hires increase by 0.022
individuals, while turnover only drops by 0.012 individuals.
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who were at the treatment or control firms in the baseline year. Panel (d) shows OLS estimates for
the effect of parental leave on coworkers’ likelihood of staying with the baseline firm, while Panel (e)
examines coworkers’ unemployment risk. Consistent with the decrease in turnover rates seen previously,
we estimate that an employee going on leave has a positive effect on the likelihood that coworkers will
stay with the baseline firm in the event year and a negative effect on their unemployment risk, although
only the latter effect is statistically significant. The same pattern of estimated effects emerge in the
year after the event year. The temporary hires that are engaged when an employee goes on leave thus
do not replace existing employees in the longer term. Columns (3) and (4) of Table [5| quantify the
retention effects on coworkers. The 2SLS results here suggest that when one percent of the workforce
goes on leave, coworkers’ likelihood of staying with the baseline firm increases by 0.13 percentage points
in the event year, while their share of the event year spent unemployed decreases by 0.02 percentage

points. Both effects are significant in the 2SLS specification.

7.2 Labor Adjustment: Intensive Margin

Aside from hiring temporary workers and reducing turnover of existing employees, firms can compensate
for labor supply losses by making changes at their intensive margin. Specifically, treated firms might
increase work hours for coworkers of women who take parental leave. Panel (a) of Figure 5| presents OLS
estimates for the impact of parental leave on our measure of hours of work in the coworker sampleﬂ
We detect a small but statistically significant increase in the event year, suggesting that when a worker
takes leave, firms increase the coworkers’ hours. The 2SLS estimates in Panel B of Table [5| quantify
this effect. When one percent of the workforce goes on leave, existing coworkers’ hours increase by 0.10
percent in the event year (column (3)). We note that because our measure of hours does not capture
smaller changes in weekly hours or changes in overtime, this estimate may be a lower bound on the

true increase in hours (see Section 4]) .

7.3 Net Effect on Labor Inputs

The previous results show that when an employee goes on leave, firms try to offset the resulting loss

of labor by increasing labor inputs along both the intensive and extensive margins. In Panel (b) of

®6Recall the measure of hours does not cover overtime hours for full-time employees. Therefore, any increase in hours
worked at the firm comes from workers going from reduced time to less reduced time (e.g. full-time).
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Figure 5] we examine the combined net effect on labor inputs when an employee goes on leave. The
figure does not show any economically or statistically significant change in hours in the year the worker
goes on leave or in the following year. Our 2SLS specifications in Table [5| also show no statistically
significant effects on hours. Point estimates suggest that when one percent of the workforce goes on
leave, total hours decrease by only 0.045 percent in the event year (column (3)) and increase by 0.052
percent in the following year. Our corresponding 95 percent confidence intervals exclude a total drop
in hours exceeding 0.18 percent in the first year. Overall, firms appear to counteract the loss of labor
that occurs when an employee goes on leave very effectively. Indeed, because our measure of hours
may miss measure increases in overtime hours or smaller changes in hours for part time workers, this
slightly negative estimate is likely to be an upper bound on the actual number of lost hoursm

To assess whether parental leave affects the quality of labor inputs, we examine the effect of parental
leave on the characteristics of the workforce in Appendix [Hl We find small effects on different measures
of labor quality, which go in opposite directions in the event year: when a worker goes on leave, average
schooling decreases slightly, while average experience increases. There is no evidence of a systematic
negative effect on the quality of labor inputs. If anything, average workforce characteristics seem to

improve slightly following a worker going on parental leave.

7.4 Labor Costs and Earnings

We next examine how an employee going on parental leave affects firms’ labor costs. A firm may have
to compensate existing workers for extending their work hours, which can subsequently raise its wage
bill. On the other hand, firms might pay temporary workers lower wages than women on leave, leading
to lower costs.

We start our analysis by examining firms’ total wage bills. As discussed in Sections [3| and [4] this
includes wages paid to workers on leave and thus reflects the costs firms face before being reimbursed
for any paid leave. Panel (a) of Figure |§| shows OLS estimates for the effect of parental leave on firms’
total wage bills. When a worker goes on leave, firms’ total wage bills increase significantly in the event

year, but then return to their initial level. Our preferred 2SLS estimate in Table [6] shows that when

57 As discussed in Section [4] our hours measure will miss overtime hours for full-time workers and smaller hours adjust-
ments for part time employees. It very accurately captures if employees are not working during some part of the year as
is the case when on parental leave. When looking at the net effects on firms’ total hours we will thus capture all of the
lost hours due to parental leave but may miss some extra hours put forth by existing employees to compensate.
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one percent of the workforce goes on leave, firms’ total wage bills increase by 0.28 percent in the event
year (column (3)).

Next, we examine the wage bill after excluding paid leave. As discussed in Section [3] Danish firms
are almost fully reimbursed for the costs of paid leave, so the wage bill excluding paid leave should
be a close approximation of the actual costs firms face after receiving reimbursements. Panel (b) of
Figure [6] shows the corresponding OLS estimates. We see a very different pattern here. Instead of an
increase in labor costs, the wage bills excluding paid leave shows no statistically significant change and
the point estimate is actually negative. Based on our preferred 2SLS specification in Table[6] the lower
bound of the 95 percent confidence interval for the impact on the wage bill excluding paid leave is 0.01
percent in the event year when one percent of the workforce goes on leave (column (3)).

Panel (c) of Figure |§| shifts the focus to the coworker sample and provides OLS estimates on the
effect of leave-taking on coworkers’ earnings. Coworker earnings increase significantly in the event
year, and there are some indications that this effect persists over time. In terms of magnitudes, the
corresponding 2SLS estimate in Table [6] shows that coworker earnings increase by 0.14 percent in the
event year when one percent of the baseline workforce goes on leave. This increase mirrors the increase

in coworker hours documented earlier.

7.5 Firm Performance and Coworker Well-Being

Finally, we examine the effect of parental leave take-up on overall firm performance. Even if parental
leave has negligible negative effects on total labor inputs and costs, these labor measures are insufficient
alone for understanding the effects on the firm’s production as the observable changes in the labor mix
may have implications for productivity. Panel (a) of Figure [7| plots OLS estimates of the impact of
having a worker on parental leave on firms’ output, as measured by total sales. We see no indication that
output is negatively affected by leave take-up. Our preferred 2SLS estimate in column (3) of Table[7]is
actually slightly positive, and the 95 percent confidence interval excludes drops in total sales exceeding
0.17 percent in the event year when one percent of the workforce goes on leave. Unsurprisingly given
our previous results, we also see no indication that leave take-up affects profits (Panel (b) of Figure
7), although we note here that estimates are less precise, likely because our measure of profits is quite
noisy.

In Panel (c) of Figure E we look at the impact of leave on the likelihood of firm survival as proxied
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by whether the firm has positive sales. No noticeable effects are apparent. Based on our preferred
2SLS estimates in Table [7, the lower bound of the 95 percent confidence interval of the effect on
the probability of firm survival is —0.05 percentage points in the event year when one percent of the
baseline workforce goes on leave (column (3)). In the year after the event year, this lower bound is
—0.04 percentage points (column (4)). Overall, we find no compelling evidence that worker absence
due to parental leave has detrimental effects on overall firm performance.

Turning to the overall effect on coworker well-being, the previous results suggest that if anything,
an employee’s going on parental leave has positive effects on coworkers’ labor market outcomes: their
unemployment risk falls, while their hours and earnings increase. A potential concern here, however, is
that the increases in work hours could reflect some coworkers in fact being overworked when a colleague
goes on leave, which could have negative effects on health and/or welfare. To test for this possibility,
Panel (d) of Figure [7| provides OLS estimates for the effect of leave take-up on coworkers’ receipt of

publicly paid sick days@ We see no evidence that parental leave take-up affects coworkers’ sick days.

7.6 Heterogeneity and Mechanisms

The overall results presented above suggest that the effects of parental leave are small because firms are
very effective in adjusting labor inputs to compensate for the worker on leave. However, given existing
evidence that labor markets are characterized by frictions, at least two questions emerge from these
results: How are the observed firm adjustments related to labor market frictions? And are there some
firms that are unable to adjust effectively? As discussed in Section [2| parental leave should not affect
firm costs and profits in a frictionless and competitive labor market. Moreover, this should be true for
all types of firms because all firms will be able to increase coworkers’ hours and/or hire replacement
workers at the market wage. If, however, there are labor market frictions—for example, stemming from
firm- or occupation-specific human capital—the effects of parental leave might be heterogeneous with

respect to both worker and firm characteristics.

58Employees on sick leave become eligible for public funds once their sickness lasts longer than two weeks, so this
measure captures longer sicknesses.
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7.6.1 Same vs. Different Occupation Coworkers

As mentioned in Section [2] if there are labor market frictions and workers are heterogeneous, the effects
of parental leave on coworkers could be very different for different coworkers, depending on whether
they are substitutes to the worker on leave as opposed to complements. When an employee goes on
leave, we would expect firms in this case to increase wages, hours, and/or retention rates for coworkers
who are substitutes, whereas coworkers who are complements could simultaneously see decreases in
wages, hours, or retention rates. We therefore examine whether the net effects of parental leave for
coworkers mask some heterogeneous effects.

Following previous work, we expect coworkers in the same occupation to be substitutes, while
coworkers in different occupations to be complements (Jager & Heining, 2019). In Table 8] we therefore
present 2SLS estimates separately for coworkers in the same 1-digit occupation as the woman on
leave (Panel A) and for coworkers in a different occupation than the woman on leave (Panel B).
Corresponding OLS estimates are presented graphically in Appendix [} In line with the theoretical
predictions, the positive coworker effects in the overall sample are driven entirely by same-occupation
coworkers. Treated same-occupation coworkers increase their work hours and have higher earnings
in the treatment year and the year thereafter. Specifically, when one percent of the workforce is on
leave, same-occupation coworkers raise their work hours at the baseline firm by 0.17 and 0.12 percent
in the event year and in the following year, respectively. This is concurrent with a 0.28 and a 0.21
percent increase in their earnings for those time periods@ These effect sizes are approximately twice
as large as for the overall sample of coworkers. In contrast, we detect no significant changes in the
work hours or earnings among different-occupation coworkers. Finally, we find no significant effects on
both same-occupation and different-occupation coworkers’ well-being as measured by their receipt of

paid sick leave.

7.6.2 Firms with No Coworkers in the Same Occupation

The previous results suggest that the effects of parental leave are limited because firms compensate

for the absent worker along two margins: temporary hiring of new workers and increased hours and

59 Although the estimates for the increase in earnings are larger in magnitude than for hours (not statistically signif-
icantly, however), we do not believe that firms compensate increased hours at a higher rate than the base salary. As
discussed in Section @, our hours measure does not include changes in overtime work, so we expect the estimates for hours
to be attenuated.

33



retention for existing workers in the same occupation as the woman on leave. To shed light on the role
of these margins of adjustment and to examine firm heterogeneity, we now focus on a subsample of
firms that by definition cannot adjust along the second margin. That is, we examine firms that do not
have any existing coworkers in the same occupation as the woman on leave. We refer to these firms as
no replacement ﬁrms@

In a labor market without any frictions, we would simply expect no replacement firms to respond
to parental leave more strongly on the hiring margin and fully replace the worker on leave through new
hires. However, this may not be possible if workers on parental leave cannot be seamlessly replaced
by new hires—if, for example, firm-specific human capital is important. Indeed, it is also possible that
no replacement firms are less able to rely on new hires. If a firm only has one worker in a specific
occupation, it might, for example, be more difficult to sort out qualified applicants and to attract a
temporary worker to replace this worker when on leave. Overall, we expect no replacement firms to be
less able to compensate for the worker on leave due to frictions.

Table@presents 2SLS estimates for the subsample of no replacement ﬁrms@ These firms constitute
10 percent of the firms in our main sample and we therefore have limited statistical power when looking
at these firms. Nonetheless, some interesting patterns still emerge from this analysis.

First, no replacement firms experience fewer leave days than other firms. Over the event year and
the following year, an additional birth leads to only 247 additional leave days at no replacement firms
compared to 282 days for the main sample. This difference of 35 days is statistically significant and
may reflect the fact that workers at no replacement firms internalize that they are harder to replace@

Second, despite the fact that no replacement firms experience fewer leave days than the typical firm,
we see that these firms are actually less successful in replacing the lost labor input. For the overall
sample in Tables [5] and [6], we saw no changes in total hours or the wage bill excluding paid leave when
an employee takes leave. For no replacement firms in the event year, however, we estimate negative

effects for both outcomes, which are at least marginally significant in all speciﬁcationsﬂ Based on

50T be precise, we say that a firm connected to some treatment or control event is a no replacement firm if the
corresponding treatment or control woman is the only employee in her 1-digit occupation at the firm in the baseline year.

51To assess whether the effects of parental leave on no replacement firms are statistically significantly different from
the effects at other firms, Appendix Table also presents 2SLS results from regressions on the full sample in which we
interact our main effect (and instrument) with an indicator for whether the firm is a no replacement firm.

52Ginja et al. (2020) uncover similar findings. Because they lack data on occupation, however, their measure of whether
coworkers can replace each other is different and is based on education and field of study.

53Tn the preferred specification in column (3), the estimated negative effect on total hours is only significant at the
10 percent level (p = 0.06). The estimated effects on hours and the wage bill excluding paid leave in the event year is
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the preferred specification in column (3), a no replacement firm where one percent of the workforce
goes on leave experiences a 0.33 percent drop in measured total hours and a 0.45 percent drop in the
total wage bill excluding paid leave in the event year@ Besides the fact that no replacement firms
cannot compensate for absent workers via same-occupation coworkers, we see some evidence that this
drop in labor inputs also occurs because they are less likely to hire replacement workers than other
firms—although this difference is generally not statistically Signiﬁcantﬁ

Finally, turning to our measures of firm performance, we estimate that the loss of labor inputs at
no replacement firms is associated with drops in both firm sales and gross profits and an increase in
shutdown. However, because of the noisy nature of these measures and the significantly smaller sample
size for this subgroup, these estimates are less precise and not statistically significant at standard levels.
However, they are consistent with sizable negative eﬂ"ects@ For example, the lower bound of the 95
percent confidence interval for the effect on firm sales is a 0.75 percent drop when one percent of the
workforce is on leave in the event year. In contrast, the overall point estimate in Table [7] is positive
with a standard error roughly one-third the size but is also statistically insignificant.

Despite this limited statistical power, we view the overall results as suggesting that there are indeed
negative effects of parental leave for firms that cannot use same-occupation coworkers to compensate
for the absent worker. This highlights the importance of firm adjustments for our main results. It also

emphasizes that parental leave may have different implications for certain vulnerable firms.

7.6.3 Firm Size

Finally, we examine heterogeneous effects across firms of different sizes. Differences in the behavior of
small and large firms have received much attention in the literature and we might well expect firms of

different sizes to differ in how worker absences affect them. To shed some light on effect heterogeneity

statistically significant at least at the 5 percent level in all other specifications. These estimated effects for no replacement
firms are also statistically significant from the effects on other firms at least at the 10 percent level in all specifications
(see Table .

64 Although the difference between these two estimated effects is not statistically significant, it might seem surprising
that the total wage bill excluding paid leave drops by more than the total hours. We caution again, however, that the
estimated effect on hours may be attenuated because our measure of total hours misses changes in overtime and smaller
changes in hours for part time workers (see Section .

55The estimated effects on both total employees and new hires is smaller for no replacement firms than for the overall
sample but mostly statistically insignificant. In most cases, however, we cannot reject that the estimated effects for no
replacement firms are the same as for other firms (see Table .

56In unreported results, we do in fact find that the estimated negative effect on sales for no replacement firms is
statistically significant when sales is measured in absolute changes instead of scaling relative to baseline. As discussed in
footnote however, we view scaling relative to baseline as the preferred approach.
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on this dimension, we therefore compare estimated effects for the smallest firms (10 or fewer baseline
employees) and the rest of our analysis sample (firms with 11-30 baseline employees). Appendix Table
summarizes the results of this analysism We see little evidence that the effects of parental leave
differ with firm size. Although there are some indications that smaller firms experience fewer leave
days and hire more new workers, this difference is never significant in the preferred speciﬁcation@
For firm performance, the coefficient on the relevant interaction term is insignificant throughout and
exhibits no systematic pattern. To the extent that we can measure it, the effects of parental leave does

not seem to vary systematically with firm size.

7.7 Contrasts with Effects of Parental Leave Extensions

We close the discussion of our results by contrasting them with the results of |Gallen (2019) and Ginja
et al. (2020) on the effect of parental leave extensions on firms.

Gallen (2019)|studies a parental leave reform in Denmark passed in late March 2002 but applicable
for women with births in January 2002 and later. For these women already on leave in March 2002,
the reform led to an extension of their leave period from eight to ten months on average. |Gallen (2019)
studies how these leave extensions affected the women’s coworkers and employers. |Ginja et al. (2020)
examines a very similar Swedish policy reform in July 1989. The introduction of this reform was also
retroactive—affecting parents with children born in August 1988 and later. This reform caused women
already on leave to extend their leave duration from twelve to fourteen months on average. |Ginja et al.
(2020) analyze how these leave extensions affected the employing firms.

Both |Gallen (2019) and |Ginja et al. (2020) find that parental leave extensions impose significant
costs on firms and coworkers. For non-manufacturing firms, |Ginja et al. (2020)| document a two-year
increase labor costs after the extended leave periods ended. For manufacturing firms—the only firms
for which they have revenue data—Ginja et al. (2020)| find no effect on labor costs but document a
one-year drop in sales revenue in the year after the conclusion of the extended leave. |Gallen (2019)|in

turn finds an increase in firm shutdown a year following the end of the extended leave. Furthermore,

57 Appendix Table presents 2SLS results from regressions on the full sample in which we interact our main effect
(and instrument) with an indicator for whether the firm has 10 or fewer employees at baseline.

58Because total number of parental leave days is measured in levels, Panel A is the preferred specification for this
outcome. Panel B is the preferred specification for number of employees and the total wage bill because these outcomes
are measured relative to baseline. Note that using a specification with a meaningful scaling is likely to be particularly
important here when making comparisons across firms of different sizes (e.g. hiring and paying one additional person
implies a larger increase relative to baseline if the firm is small).
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Gallen (2019) finds a one-year increase in coworker sick days two years after the extended parental
leave finished and a one-year decrease two years thereafter. These findings stand in stark contrast to
our results. For the vast majority of firms, we see no indications of negative effects either during the
parental leave period or after the leave ends. Moreover, the firm adjustments we observe dissipate
completely in the first year after the worker returns from parental leave.

In interpreting these different sets of findings, it is important to note two key distinctions in our
focus relative to this other work. First, whereas our study estimates the effects of having a worker go
on parental leave, |Gallen (2019) and Ginja et al. (2020) examines the effects of experiencing longer
leaves among employees who were already eligible for a lengthy leave. This is important because
extensions of parental leave of already long durations have been shown to lead to separation from the
pre-birth employer (Rossin-Slater, 2019). In contrast, the introduction of some amount of parental leave
tends to increase the likelihood that female employees will return to their old employer after giving
birth. Consistent with this, in both |Gallen (2019) and |Ginja et al. (2020), the studied parental leave
extensions made the leave-eligible mothers significantly more likely to separate from their pre-birth
employers. In light of previous studies demonstrating that turnover and permanent employee absences
can be highly disruptive for firms (see, for instance, Bertheau et al. , 2019; Jager & Heining, 2019)),
this may explain why Gallen (2019) and |Ginja et al. (2020) find negative effects on firms after the
conclusion of the parental leave period but see no negative effects at the time of the extended leave. In
contrast, women going on parental leave in the Danish context we study are not more likely to leave
their employer than other comparable employees.

Second, because (Gallen (2019) and |Ginja et al. (2020) study unexpected extensions of already
ongoing leaves, firms in their settings could not plan for the extended absence before the leave period
started. Normally, however, absences due to parental leave differ from most other employee absences
exactly in that they are highly anticipated and give firms more scope for planning and adjusting while
the pregnant employee is still working. This may also contribute to difference in results—in particular,
the fact that we see firms making successful temporary adjustments to their labor inputs already in
the year a parental leave starts.

Overall, the comparison of our results with the estimated effects of parental leave extensions in
Gallen (2019) and |Ginja et al. (2020) highlight two factors that may be key for understanding the

effects of parental leave on firms. First, particular parental leave reforms that affect the turnover rates
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of new mothers can have effects on firms that are separate from the actual parental leave. Second,
ensuring that firms are able to anticipate and plan for upcoming leaves in advance may be particularly

important for limiting the detrimental effects of parental leave on firms.

8 Conclusion

Most governments currently offer new parents some form of parental leave. Although a large body of
literature investigates the impact of leave take-up on women’s careers and children’s well-being, less
is known about firms’ responses to these programs. This paper aims to fill this gap in the existing
literature by being the first to estimate how firms and coworkers are affected when an employee gives
birth and goes on leave. We do this using detailed administrative data on firms and workers from
Denmark—a country with generous parental leave benefits. Our main identification strategy relies on
contrasting small firms where a female employee is about to give birth and observationally equivalent
firms with a female employee who does not give birth in the next few years. We then compare the
evolution of a multitude of firm and coworker outcomes subsequent to the birth.

Our findings indicate that firms hire temporary workers and slightly increase retention of existing
employees in response to leave take-up. Additionally, existing workers see temporary increases in their
hours of work and earnings, as well as reductions in their unemployment risk. On net, we therefore
see no significant effects on firms’ total labor inputs. Firms’ total wage bills do increase temporarily
in response to the leave; however, this is completely driven by wages paid to workers on leave for
which employers are eventually reimbursed. Overall, we do not find any significant effects of having
an employee on parental leave on firms’ output, gross profit, and closure or on existing employees’ sick
days.

These aggregate effects conceal some important heterogeneous responses that are critical for un-
derstanding the possible disproportionate effects of worker absence, however. In particular, for a small
subset of firms that cannot draw on existing same-occupation coworkers to compensate for the person
on leave, we do find indications of negative effects on firms. This confirms the idea that the limited
effects of parental leave overall reflect that most firms are able to very effectively compensate for a
worker on parental leave. It also underscores that parental leave can have substantial negative effects

on certain vulnerable firms.
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Finally, our findings also have implications for understanding the effects of worker absence on
firms more broadly, especially when contrasted with work on other types of worker absences and on
parental leave extensions. Here our findings suggest that two factors are central to determining whether
a worker absence is costly. Specifically, absences appear to be more costly if they eventually lead to
higher turnover but appear less costly if firms can anticipate the absence and plan around it. Exploring

these channels further is an important topic for future work.
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Figure 1: Definition of treatment and control samples
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Notes: This figure summarizes the construction of the treatment and control samples as explained in Subsection
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Figure 2: Histogram of the duration of women’s prenatal and postnatal leave
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The histograms illustrate the distributions of the duration of prenatal and postnatal leave, respectively,
taken among mothers in our estimation sample; it includes both paid and unpaid leave.



Births at firm

Figure 3: Estimates for firms total births and parental leave days, OLS
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Notes: The dots and solid lines show the estimated difference between the treatment and control firms from four
years prior to the event year until two years after. The baseline year is two years prior to the event year, implying
that the difference is identically zero here. The dashed lines show the 95% confidence interval based on standard

errors clustered at the firm level.
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Figure 4: Effects on employment outcomes, OLS

2 4 6
! ! !

Employees at firm, pct. of baseline
0
1

New hires at firm

-4 3 2 A

T

0 ] 2 4 3 2 A 0 ] 2

Time since birth Time since birth

(a) Number of employees at firm (b) New hires at firm

Turnover at firm

.04 .06
1 1

Coworker with baseline firm
02
1

0
!

-.02
1

T T T

4 3 2 A 0 1 2 4 3 2 A 0 1 2

Time sin

ce birth Time since birth

(c¢) Turnover at firm (d) Likelihood coworkers with baseline firm

Coworker unemployment

.01 .015 .02
L L L

.005
1

Time since birth

(e) Coworkers’ share of year unemployed

Notes: The dots and solid lines show the estimated difference between the treatment and control firms from four

years prior to the event year
implies that the difference is

until two years after. The baseline year is two years prior to the event year, which
identically zero here. The dashed lines show the 95% confidence interval based on
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Figure 5: Effects on hours of work, OLS
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Notes: The dots and solid lines show the estimated difference between the treatment and control firms from four
years prior to the event year until two years after. The baseline year is two years prior to the event year, which
implies that the difference is identically zero here. The dashed lines show the 95% confidence interval based on
standard errors clustered at the firm level.
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Figure 6: Effects on wage costs and earnings, OLS
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implies that the difference is identically zero here. The dashed lines show the 95% confidence interval based on
standard errors clustered at the firm level.
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Figure 7: Effect on firms’ overall performance and coworkers’ sick leave, OLS

o
o
=
<
o
o
's]
o)
£
] £
fo - g
5 s
k] @ i
a °
g o
©
] < 4 o
o 4
w
o
@ 8 A
T T T T T T T ‘T T T T T T T T
-4 3 2 -1 0 1 2 -4 3 2 -1 0 1 2
Time since birth Time since birth
(a) Firms’ total sales (b) Firms’ gross profits (1000 DKK)
2] <
S =N
N
8
N
o
17, - é‘ °
% < <
@ 3
e )
Q ©
N
o <]
=z (2]
=)
N N
(=R o 4
v T T T T T T v T T T T T T
-4 -3 2 -1 0 1 2 -4 -3 2 -1 0 1 2
Time since birth Time since birth
(¢) Likelihood of firm survival (d) Likelihood of coworkers taking sick leave

Notes: The dots and solid lines show the estimated difference between the treatment and control firms from four
years prior to the event year until two years after. The baseline year is two years prior to the event year, which
implies that the difference is identically zero here. The dashed lines show the 95% confidence interval based on
standard errors clustered at the firm level.

51



Table 1: Overview of the Danish parental leave system

Prebirth Postbirth
4 weeks total 46 weeks total®

First part Second part

Legal minimum

Job protection: Yes Yes Yes
Wage replacement: UI payment UI payment UI payment

Typical contract with leave benefits®

Job protection: Yes Yes Yes

Wage replacement: Fully paid, firm Fully paid, firm UI payment
reimbursed reimbursed

Notes: The table summarizes the minimum parental leave benefits available to
all new mothers as well as the benefits available to new mothers on a typical
employment contract. The table shows available benefits assuming that the father
does not take any of the shared leave (on average fathers only take around three
weeks of the shared leave).

“The typical contract refers to the roughly three-quarters of firms that have a
collective bargaining agreement. Mothers under this agreement are paid full wage
during the first fourteen weeks of leave after delivery; fathers are eligible to take
two weeks of leave with similar compensation rules as mothers’ leave during this
period (and the vast majority do). In addition, parents under collective bargaining
agreements have five weeks each plus three weeks with full wages that they can
split as they wish.

®The first part of post-birth leave refers to the part where mothers are compensated
their full wage (see note (a)). Regardless of being under a collective bargaining
agreement, the parental leave funds reimburse 2 weeks to the mother following
birth, 2 weeks to the father following birth, and 25 weeks to the parents collectively,
which the parents can split as they wish. The parental leave funds top up on the
hourly wage paid by the employer from the Ul level up to a maximum hourly wage
in case the employer pays the employee a wage that is higher than the UI level.
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Table 2: The baseline observables conditioned on in the empirical analysis

Woman’s labor market
characteristics

Quintiles of earnings, education group (six groups),
indicator for having at least two years of tenure with
the firm, quintiles of age

Woman’s fertility his-
tory

Total number of children, number of two-year-old
children, number of one-year-old children, number of
newborns

Firm size

Quintiles of the number of employees, quintiles of
sales

Additional firm charac-
teristics

Quintiles of share of female employees, quintiles of
average number of children per employee

Notes: This table lists the variables on which we do exact matching. For the education grouping, we use the
standard six Danish education groups; we treat missing education information as a separate category.
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Table 3: Sample selection

Treatment events Control events Total unique firms

Baseline sample: 218,385 1,270,085 79,864
Restricted to active firms: 216,993 1,260,230 75,024
Restricted to small firms: 35,499 226,356 58,401
Restricted to private firms: 31,630 203,318 54,500
Excluding sale and wage bill outliers: 24,571 160,516 45,573
Excluding extreme growth/decline firms: 23,762 155,659 44,180
Applying trimming: 9,941 21,982 16,086
After matching/reweighing: 9,941 9,941 16,086

Notes: The table illustrates the selection of the final sample of matched treatment and control events. Sample
restricted to active firms: based on sales, hours and total wage bill, the firm must be active in the baseline year.
Specifically, we require that total hours in the baseline year correspond to at least one full time employee and that
the firm either had positive sales or positive wage payments in the year prior to the baseline year. Restricted to
small firms: the stock of employees is between three and 30 in the baseline year, and the total number of employment
relationships is less than 60 in the baseline year. Restricted to private firms: the firm must be in the private sector.
Excluding sale and wage bill outliers: the firm must not be an extreme outlier in terms of sales levels or wage bills —
firms with outlier sales or wage bills relative to their employment are excluded. Specifically, sales per employee must
be between 10,000 DKK (1,300 EUR or 1,500 USD) and 100 million DKK (thirteen million EUR or fifteen million
USD) and wages per worker must be between 10,000 DKK (1,300 EUR or 1,500 USD) and one million DKK (130,000
EUR or 150,000 USD). Excluding extreme growth/decline firms: the firm must not be an extreme outlier in terms of
growth.
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Table 4: Summary statistics of the firm and coworker samples, baseline year

Observations Mean  Standard
(unweighted) Deviation

Panel A—Firm sample

Births at firm 31,923 0.788 1.050
Pregnancies at firm 31,923 1.394 1.557
Leave days at firm 31,923 137.3 195.6
Number of employees 31,923 12.94 7.932
New hires 31,923 3.711 3.269
Turnover at firm 31,923 3.671 4.053
Wage bill (1000 DKK) 31,923 3,369 2,998
Sales (1000 DKK) 31,923 18,476 40,077
Purchases (1000 DKK) 31,923 12,587 32,892
Gross profits (1000 DKK) 31,923 2,520 17,433
Workforce share women 31,923 0.647 0.278
Workforce avg. age 31,923 33.87 6.435
Workforce avg. years schooling 31,923 11.61 1.281
Workforce avg. years education 31,923 12.29 5.327
Panel B—Coworker sample
Coworker still with baseline firm 268,500 1.000 0.0000
Coworker unemployment (yearly share) 268,500 0.0146  0.0614
Coworker hours (FTE) 268,500 0.930 0.135
Coworker earnings (1000 DKK) 268,500 304.0 187.1

Notes: The table shows summary statistics for the matched firm (Panel A) and coworker
(Panel B) samples only for the baseline year used in the analysis. Means and standard
deviations are computed with weights. The total number of observations displayed is
unweighted.
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Table 5: Effects on labor inputs and employment, 2SLS

Absolute effect

Effect of one
additional birth

Relative effect

Effect of one additional
birth per 100 employees

att =0 att=1 att =0 att=1
(1) (2) 3) (4)
A) Firm outcomes
Parental leave days at firm 195.6%* 86.34** 11.08** 4.889**
(4.773) (4.545) (0.256) (0.246)
Number of employees at firm (pct. rel. to baseline) 7.324%* 1.170 0.627** 0.131
(0.926) (1.123)  (0.0785)  (0.0937)
New hires at firm 0.350** -0.146 0.0224** -0.00371
(0.0685)  (0.0766)  (0.00283)  (0.00305)
Turnover at firm -0.260** 0.362** -0.0116**  0.0234**
(0.0849)  (0.0906)  (0.00331)  (0.00361)
Hours at firm (pct. rel. to baseline) -0.283 0.652 -0.0453 0.0524
(0.891) (1.082)  (0.0711)  (0.0856)
F-stat 2,211 2,211 2,312 2,312
Observations 31,923 31,923 31,923 31,923
Observations (weighted) 19,882 19,882 19,882 19,882
Clusters (firms) 16,086 16,086 16,086 16,086
B) Coworker outcomes
Coworker with baseline firm 0.00943 0.00772 0.00127* 0.000709
(0.00632)  (0.00678)  (0.000560)  (0.000589)
Coworker share of year unemployed -0.00249*  -0.00247** -0.000201* -0.000254*
(0.000861)  (0.000894)  (9.62¢-05)  (0.000103)
Coworker hours (pct. rel. to baseline) 0.859** 0.269 0.103** 0.0356
(0.301) (0.331)  (0.0337)  (0.0360)
F-stat 964.2 968.4 3,028 3,011
Observations 268,500 267,307 268,500 267,307
Observations (weighted) 167,653 168,416 166,580 167,653
Clusters (firms) 15,412 15,408 15,412 15,408

Notes: Each column-row represents the coefficient from a separate regression. Columns (1) and (2) show 2SLS estimates
from regressions in which the number of births at the firm in the event year is instrumented by the treatment dummy.
Columns (3) and (4) show estimates from similar regressions but in which both the number of births at the firm in the
event year and the treatment dummy is divided by the number of baseline employees (measured in hundreds), and where
dummy variables for each possible number of baseline employees are included as controls. In Columns (1) and (3) the
outcome variable is measured in the event year (Time 0). In Columns (2) and (4) the outcome variable is measured in the
following year (Time 1). Panel A uses firm-level data, while Panel B uses coworker-level data. In Panel B, the number
of observations changes between columns because a small number of coworkers drop out of the original administrative
data after the event year. Throughout, the analysis is conducted on the matched and reweighted samples. For each
panel and column, the F-stat from the first stage regression is listed. Standard errors (in parentheses) are clustered at

the firm level. ** p <0.01 * p <0.05.
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Table 6: Effects on labor costs and earnings, 2SLS

Absolute effect Relative effect
Effect of one Effect of one additional
additional birth birth per 100 employees
att=0 att=1 att=0 att=1
(1) (2) ®3) (4)
A) Firm outcomes
Firm’s wage bill (pct. rel. to baseline) 3.519%** 1.225 0.276** 0.0903
(0.901) (1.151) (0.0719)  (0.0894)
Firm’s wage bill excl. paid leave (pct. rel. to baseline)  -1.342 0.377 -0.135 0.219
(0.925) (1.159) (0.0728)  (0.0902)
F-stat 2211 2,202 2.312 2.312
Observations 31,923 31,923 31,923 31,923
Observations (weighted) 19,882 19,882 19,882 19,882
Clusters (firms) 16,086 16,086 16,086 16,086
B) Coworker outcomes
Coworkers’ earnings (pct. rel. to baseline) 1.124%* 0.641 0.136** 0.0880
(0.388) (0.449) (0.0440)  (0.0504)
F-stat 964.2 968.4 3,028 3,011
Observations 268,500 267,307 268,500 267,307
Observations (weighted) 168,416 167,653 168,416 167,653
Clusters (firms) 15,412 15,408 15,412 15,408

Notes: Each column-row represents the coefficient from a separate regression. Columns (1) and (2) show 2SLS estimates from
regressions in which the number of births at the firm in the event year is instrumented by the treatment dummy. Columns (3)
and (4) show estimates from similar regressions but in which both the number of births at the firm in the event year and the
treatment dummy is divided by the number of baseline employees (measured in hundreds), and where dummy variables for
each possible number of baseline employees are included as controls. In Columns (1) and (3) the outcome variable is measured
in the event year (Time 0). In Columns (2) and (4) the outcome variable is measured in the following year (Time 1). Panel
A uses firm-level data, while Panel B uses coworker-level data. In Panel B, the number of observations changes between
columns because a small number of coworkers drop out of the original administrative data after the event year. Throughout,
the analysis is conducted on the matched and reweighted samples. For each panel and column, the F-stat from the first stage
regression is listed. Standard errors (in parentheses) are clustered at the firm level. ** p <0.01 * p <0.05.
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Table 7: Effects on firms’ overall performance and coworkers’ sick days, 2SLS

Relative effect

Effect of one additional
birth per 100 employees

Absolute effect

Effect of one
additional birth

att=0 att=1 att =0 att=1
(1) (2) () (4)

A) Firm outcomes
Firm sales (pct. rel. to baseline)  -0.659 -0.870 0.0270 0.0146

(1.274) (1.535) (0.103) (0.109)
Gross profits (1000 DKKs) -98.09 -230.0 0.757 -1.500

(217.7) (246.7) (6.076) (6.781)
Nonzero sales 0.00354  0.00668  0.000245 0.000528

(0.00486)  (0.00620) (0.000374) (0.000466)

F-stat 2,211 2,211 2,312 2,312
Observations 31,923 31,923 31,923 31,923
Observations (weighted) 19,882 19,882 19,882 19,882
Clusters (firms) 16,086 16,086 16,086 16,086
B) Coworker outcomes
Coworkers, any sick days 0.0572 0.0700 0.0165 0.0265

(0.204) (0.215) (0.0252) (0.0283)
F-stat 964.2 968.4 3,028 3,011
Observations 268,500 267,307 268,500 267,307
Observations (weighted) 168,416 167,653 168,416 167,653
Clusters (firms) 15,412 15,408 15,412 15,408

Notes: Each column-row represents the coefficient from a separate regression. Columns (1)
and (2) show 2SLS estimates from regressions in which the number of births at the firm in
the event year is instrumented by the treatment dummy. Columns (3) and (4) show estimates
from similar regressions but in which both the number of births at the firm in the event year and
the treatment dummy is divided by the number of baseline employees (measured in hundreds),
and where dummy variables for each possible number of baseline employees are included as
controls. In Columns (1) and (3) the outcome variable is measured in the event year (Time
0). In Columns (2) and (4) the outcome variable is measured in the following year (Time 1).
Panel A uses firm-level data, while Panel B uses coworker-level data. In Panel B, the number
of observations changes between columns because a small number of coworkers drop out of the
original administrative data after the event year. Throughout, the analysis is conducted on
the matched and reweighted samples. For each panel and column, the F-stat from the first
stage regression is listed. Standard errors (in parentheses) are clustered at the firm level. ** p
<0.01 * p <0.05.
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Table 8: Effects on outcomes of coworkers in same and different occupations as women on leave, 25LS

Absolute effect
Effect of one

Relative effect
Effect of one additional

additional birth birth per 100 employees

att =0 att =1 att =0 att=1
(1) (2) 3) (4)
A) Same-occupation coworkers
Coworker with baseline firm 0.00976 0.00861 0.00141%* 0.000777
(0.00818)  (0.00854)  (0.000696) (0.000721)
Share of year unemployed —0.00334**  —0.00324* -0.000247  -0.000269
(0.00127)  (0.00132) (0.000134) (0.000140)
Hours at baseline firm (pct. rel. to baseline) 1.611%** 1.086* 0.172%* 0.116*
(0.445) (0.482) (0.0469) (0.0504)
Earnings (pct. rel. to baseline) 2.484** 1.900%* 0.275%* 0.210%*
(0.563) (0.639) (0.0604) (0.0697)
Any sick days 0.0932 0.138 0.0334 0.0167
(0.308) (0.343) (0.0356) (0.0431)
F-stat 645.1 648.8 1,824 1,810
Observations 121,525 121,007 121,525 119,311
Observations (weighted) 76,153 75,821 76,153 75,821
Clusters (firms) 12,535 12,518 12,535 12,518
B) Different-occupation coworkers
Coworker with baseline firm 0.00941 0.00762 0.00120 0.000770
(0.00723)  (0.00789)  (0.000726) (0.000768)
Share of year unemployed —0.00142  —0.00222 —0.000185 —0.000287
(0.00112)  (0.00118)  (0.000136) (0.000148)
Hours at baseline firm (pct. rel. to baseline) 0.298 —0.288 0.0510 —0.0287
(0.369) (0.402) (0.0455) (0.0488)
Earnings (pct. rel. to baseline) 0.116 —0.264 0.00702 —0.0229
(0.487) (0.578) (0.0603) (0.0698)
Any sick days —0.00596 0.0149 —0.00881 0.0319
(0.270) (0.270) (0.0353) (0.0364)
F-stat 772.6 775.1 2,147 2,120
Observations 145,586 144,920 145,586 144,920
Observations (weighted) 91,391 90,966 91,391 90,966
Clusters (firms) 13,059 13,053 13,059 13,053

Notes: Each column-row represents the coefficient from a separate regression. Columns (1) and (2) show 2SLS
estimates from regressions in which the number of births at the firm in the event year is instrumented by the
treatment dummy. Columns (3) and (4) show estimates from similar regressions but in which both the number
of births at the firm in the event year and the treatment dummy is divided by the number of baseline employees
(measured in hundreds), and where dummy variables for each possible number of baseline employees are included
as controls. In Columns (1) and (3) the outcome variable is measured in the event year (Time 0). In Columns
(2) and (4) the outcome variable is measured in the following year (Time 1). Both panels use coworker-level
data. Panel A shows effects for coworkers who are in the same-(1-digit) occupation as women on leave; while
Panel B shows the effects for different-occupation coworkers. The number of observations changes between
columns because a small number of coworkers drop out of the original administrative data after the event year.
Throughout, the analysis is conducted on the matched and reweighted samples. For each panel and column, the
F-stat from the first stage regression is listed. Standard errors (in parentheses) are clustered at the firm level.
** p <0.01 * p <0.05.
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Table 9: Effects on outcomes of no replacement firms, 2SLS

Absolute effect

Effect of one
additional birth

Relative effect

Effect of one additional
birth per 100 employees

att=0 att=1 att =0 att =1
(1) (2) ®3) (4)
A) Labor inputs
Parental leave days at firm 184.8**  62.48** 8.174** 2.763%*
(12.00)  (11.36)  (0.445) (0.472)
Number of employees at firm (pct. rel. to baseline) 2.707 -2.219 0.285 -0.0325
(3.527)  (4.115)  (0.195) (0.223)
New hires at firm 0.123 0.00275 0.0117* -0.00183
(0.176)  (0.190)  (0.00589)  (0.00588)
Turnover at firm -0.608**  -0.406  -0.0193** -0.00497
(0.213)  (0.224)  (0.00702)  (0.00750)
Hours at firm (pct. rel. to baseline) -7.178%  -5.204 -0.332 -0.195
(3.309)  (3.899)  (0.175) (0.202)
B) Labor costs
Firm’s wage bill (pct. rel. to baseline) -1.532 -3.792 -0.0677 -0.191
(3.371)  (4.247)  (0.180) (0.218)
Firm’s wage bill excl. paid leave (pct. rel. to baseline) -8.379* -4.806 -0.453* -0.243
(3.456)  (4.247)  (0.181) (0.218)
C) Overall performance
Firm sales (pct. rel. to baseline) -5.085 -4.148 -0.173 -0.243
(5.732)  (6.154) (0.297) (0.315)
Gross profits (1000 DKKs) -486.9 -197.1 -8.101 -0.931
(493.1)  (421.7)  (9.420) (9.622)
Nonzero sales -0.00863 -0.00396 -0.000783  -0.000647
(0.0172) (0.0214) (0.000925)  (0.00114)
F-stat 306.5 306.5 306.5 306.5
Observations 3,191 3,191 3,191 3,191
Observations (weighted) 2,010 2,010 2,010 2,010
Clusters (firms) 2,718 2,718 2,718 2,718

Notes: Each column-row represents the coefficient from a separate regression. Columns (1) and (2) show 2SLS estimates
from regressions in which the number of births at the firm in the event year is instrumented by the treatment dummy.
Columns (3) and (4) show estimates from similar regressions but in which both the number of births at the firm in the
event year and the treatment dummy is divided by the number of baseline employees (measured in hundreds), and where
dummy variables for each possible number of baseline employees are included as controls. In Columns (1) and (3) the
outcome variable is measured in the event year (Time 0). In Columns (2) and (4) the outcome variable is measured in
the following year (Time 1). All panels use firm-level data, and show effects for firms which do not employ other workers
in the same 1-digit occupation as the woman on leave at baseline. Throughout, the analysis is conducted on the matched
and reweighted samples. For each panel and column, the F-stat from the first stage regression is listed. Standard errors
(in parentheses) are clustered at the firm level. ** p <0.01 * p <0.05.
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Appendices

A Supplementary Tables and Figures

Figure Al: Industry composition of treatment and control samples

Agriculture, fishery and mining
Business and financial services
Construction

Manufacturing

Other

Personal services

Retail, hotels and restaurants

Transport and telecommunication

0 A 2 3 4 5
Share in industry
| B Treatment Control

The figure shows the industrial composition of the matched and reweighted treatment and
control samples across one-digit industries. Because it contains a very small number of firms,
the category “Electricity and water supply” has been lumped into the “Other” category for
reasons of data confidentiality. Industries in the figure are ordered according to the number of
firms in the treatment group. The differences in industry distribution across the two samples
are not statistically significant (p = 0.92)

61



(7102) O'TI :P0mog "s1oyyey
oARo] 1aIqsod pue yaqgead yjoq sepnpout y3uo] oaea|

10J $3{99M USIYINOJ ISYJOUR PUR SIOYIOW 10 A[PAIS[IXD POAIISII oIe dALI[ [ejuared JO SHooM UIIIINOJ ‘ABMION U,
A)TUIOYRT\ "SOLIJUNOD [BIOADS $S0I0R ¢T(g Ul swrerdord oaes] [ejuared pue L)uigjew £10)N)e)S IOPUN POPIeME SIJIUS(] [SBD JO JUNOWR PUR UOIYRIND dY) SMOYS d[qe) SIY T, :S9I0N

- predun (rexopoy) g1 - - $91B1G PO}
%6 0% dn 10§ s1edojdwe esmquuaa spuny orqnd predun 1 6€—L SYPOM ORI YR (SYoM 9 I0] %06 4 wopSury] pojt)
oouransul ojeattd A1ojepurul + AJLINOOS [RIDOS - - Sureo 01 dn 908 P1 puelez)img
QOURINSUL [RID0S SYoOM GT 0] 9JRl JRp ‘SYoom GQ I0J %08 08 08 ¥1 uopomg
QOURINSUI [RID0S predun 96T 00T 9T uredg
QOURINSUL [RIDOS SYoOM GG JT %08 ‘SYoOM 6T JT % 00T 6S 10 6F <ARMION
Qour.nsul [e10s o€ 9¢ 08 [44 Aerr
s1ofofdme + odURINSUI [RID0S 19 9GT 00T 1 Aueurior)
QOURINSUL [RID0S PIIYO 98I 10] SY0oM Q7 I0J oJel Je[} 96T 00T 9T Qouel
QOURINSUI [RIDOS 0L 9% 0L ST puepur g
shojdwe + spuny orqund 00T 43 00T 8T PRGIIGETg]
QOURINSUT [RIDOS GG L€ SYPOM GT I10J %GG (rexopey) L1 epeue))
QOURINSUL [RID0S ayer yey F0T 00T 9T RLIISNY
Surpuny (sSurtres snotaaid jo o) (s3{oom ur) T)Suo] (sSurures snotaaid jo (sspom 1) Ty8ua] L1yunon)
JO 90Inog sjgoua( JO JuUNOuy aARI[ [ejuaIR] S)goua( JO oy 9ARI AJTULINYRIN

SOLIJUNOD SSOIe $oARd[ Tejuared pue AjTUIgIRIN TV O[qRT,

62



Table A2: Summary statistics of the firm and coworker samples, all seven years

Observations Mean Standard
(unweighted) Deviation

Panel A - Firm sample

Births at firm 31,923 0.788 1.050
Pregnancies at firm 31,923 1.394 1.557
Leave days at firm 31,923 137.3 195.6
Employees 31,923 12.94 7.932
New hires 31,923 3.711 3.269
Turnover at firm 31,923 3.671 4.053
Wage bill (1000 DKK) 31,923 3,369 2,998
Sales (1000 DKK) 31,923 18,476 40,077
Purchases (1000 DKK) 31,923 12,587 32,892
Gross profits (1000 DKK) 31,923 2,520 17,433
Workforce share women 31,923 0.647 0.278
Workforce avg. age 31,923 33.87 6.435
Workforce avg. years schooling 31,923 11.61 1.281
Workforce avg. years experience 31,923 12.29 5.327
Panel B - Coworker sample
Coworker still with baseline firm 1,858,924 0.691 0.462
Coworker unemployment (yearly share) 1,858,924 0.0264 0.104
Coworker hours (FTE) 1,858,924 0.801 0.320
Coworker earnings (1000 DKK) 1,858,924 280.8 217.8

Notes: The table shows summary statistics for the matched firm (Panel A) and coworker
(Panel B) samples for all the years used in the analysis (from four years prior to the event
year and until two years after the event year). Means and standard deviations are computed
with weights. The total number of observations shown is unweighted.
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Table A3: Covariate balance at baseline

Treatment Control ‘ Difference Observations
Births at firm 0.80 0.78 0.02 31,923
(1.07) (1.03) (0.01)
Leave days at firm 139.35 135.33 4.03 31,923
(197.79) (193.36) (2.74)
New hires 3.70 3.73 —0.03 31,923
(3.29) (3.24) (0.04)
Hours (FTEs) 10.61 10.59 0.02 31,923
(7.31) (7.28) (0.10)
Workforce avg. years schooling 11.62 11.62 0.00 31,923
(1.28) (1.28) (0.02)
Workforce avg. age 33.78 33.84 —0.06 31,923
(6.34) (6.39) (0.09)
Workforce avg. experience 12.24 12.26 —0.02 31,923
(5.25) (5.30) (0.07)
Wage bill (1000 DKKs) 3359.66 3379.13 —19.47 31,923
(2991.40)  (3004.30) (39.50)
Purchases (1000 DKKs) 12640.45 12532.66 107.79 31,923
(34511.73)  (31189.09) (467.58)
Profits (1000 DKKs) 9175.89 8839.45 335.99 31,923
(28535.46)  (27927.64) (395.10)
Event year 2007.09 2007.08 —0.00 31,923
(2.82) (2.85) (0.04)

Notes: The table shows means and standard deviations for the firm- and event-specific
variables in the baseline year across the matched and reweighted sample of treatment
and control events. The table also shows the difference in means between the two
samples along with the standard error of this difference computed based on clustering
at the firm level. ** p < 0.01 * p < 0.05.

64



'c00> d 4 10°0> d 4y '[PAD] WLIY O} JR POIOYSN]D o1e (sosarjjuored ur) sioiro prepue)lg 'sojdures popSomolr pue PoYDIRU dY) WO PIJONPUOD ST SISATRUR dY) ‘INOYSNOIY ], "SIUSWINIISUI Se SUIOSR( J@ dARI] U0 URTIOM
a1 sk uoryednodo J18Tp-T aures 9} Ul SIeYIom I9710 Aojduie 10U S8Op WY |Y) I9YISYM I0] S[(RLIRA JOTRIIPUI 8} [IIM UOIORISUI S puR sulese( e seakojdus Jo IJaquunu oY) Aq PapIAIp snje)s jueurjesal) 3uisn §ISg
Aq payewin)sa st uolssaigal oy J, ‘seakojdure aurfeseq Jo wquinu a[qissod [oes 10] se[qeLIeA AWIND JO 39S [[N] & )M SUO[R [0IIUOD © Se UOISSeISl 91} Ul PAPN[OUL ST dUI[eSeq I8 dARS] UO URWIOM 9} sk uoryednodo 1Sip-T
oures 9} Ul SI0Y10M 19130 Lo[dWd J0U SOOP UWLIY oY)} IOYIDYM I0] d[RLIRA I0JROIpUL o) ‘UoIppe U *(juewede[dor ou X seafojdwo QT 10d Y1l [RUOIYIPPR SUO JO 100 ) OUI[OSR] J@ dARD[ U0 URUIOM 9]} S8 uoiyednddo
NSIp-T dures 9y Ul SIONIOM 19110 Lo[dUIo JOU SPOP WLIY oY) IDYJOUM 10] S[(RLIRA I0JRIIPUL UR PUR dUIdsR( Je soako[dwo Jjo oqunu oy A POPIAIP 189K JUSAD O} UL SYII] JO IOQUINU Y} USOMID( UOIJORIOIUL ) pue
‘(seakordwo (0T 10d TIIIQ [RUOIHIPPR SUO JO 1097 ) dul[aseq Je seofojdurs Jo oquunu o) Aq PIPIAIP IeaK JUOAD DY) UT ULIY O} Y€ SYIIIQ JO IOCUINU I} OI8 }SIIDIUI JO SI0SSAIFX oY) ‘¢ [oUR] U] "SIUSUWINIISUL S SUI[OSLq
e 9ARS[ UO URWIOM 91} Se UO0IPednddo JISIp-T Swres o[} Ul SI9YIoM I9710 Aojdwe j0u S90p WLl 1) I18Y19YM I0] S[(RLIBA I0edIPUI 8} [IIM UOIJORISIUI S)1 PUR SNJR)S JuatIiesl) Sulsn SrISg Aq poein)ss sI UolssaIdal
9], [OIIU0D ® SB UOISSAIZAT B} UL PIPN[IUL ST SUI[ISR( B ARSI UO URWOM 3} Se Uoednddo JSIp-T aures o) Ul S1IoM Ioj0 Lo[dus jou s90p 10j I0jedIpul Uk ‘uonippe uj (jueuwsoe[dal ou ¥ [IIIq [eUO}Ippe
QUO JO 1097 ) OUI[PSB( JB SARI] UO URWIOM I} Se uolpednddo JISIp-T dures oY) Ul SIONIOM 19730 Ao[dwo J0U S9OP ULIY S} IOYIDM I0] S[RLIBA IOJRDIPUI UR PUR IedA JUAD O} Ul WLIY oY) JB SYIIIQ JO Ioquinu )
U9OMIO( UOTJORIONUL O} PUR (YIII( [RUOIIIPPR SUO JO 00]J5]) Lok JUOAD O} UL WLIY dY) Y SYLI] JO IOCUINU d) dI8 JSOIOIUL JO SI0SS9IFal o) ‘Y [oued U] (T = 7) I0jye 1eak o) 10 () = 7) I1eok JUDAD OY) DY) pue
QuI[esk( UOMJO( SUWODINO JURAJ[AI S} UL 9FURYD S} SI SWODINO Y] ‘UOISSAIFTI ORS U] "SI[(RLIBA SWODINO JUSISYPIP 0} 190l SUWN[O)) 'UOISSaIFal djeredss © WOI] JUSIDJR0D 9Y) SHuesaidol MOI-UWN]Od YoRY :S9I0N

280°91 280°9T 780°91 280°9T Z80°9T 780°91 780°9T 280°9T 280°91 280°91 (suwry) sxogsn)y
78861 78861 78861 78861 788°61 78861 78861 78861 78861 78861 (PoyyStom) suorjeAtdsqQ
€C6°1¢ €C6'1¢ €C6'1¢ €C6'1¢ €C6°1¢ €C6'1¢ €C6'1¢ €06°1¢ €C6'1¢ €C6°1¢ SUOIRAIDS( ()

(62100°0) (veer) (ceg0) (6£2°0) (8€2°0) (¢zz0) (¥g8000)  (€8900°0) (v¥z0) (195°0)
¥100°0- 08T qTe 0" TGe0- e o- 10€°0- #«xGP€0°0-  8T200°0 00%°0- #xG8G G- juotede[dar oux seakorduwo (T Tod
Quﬁﬂ E:OS:V‘Q@ QU0 wo pow,tm

(60€000°0) (806°2) (c11°0) (9860°0) (9260°0) (£760°0) (60700°0)  (L¥€00°0) (g01°0) (182°0)
96,0000 8L8°T- 9TL0°0 68L0°0 IGT°0 901°0 #+9650°0  TOF00°0- L9T°0 #+87€°¢  soodordumo 00T 1od YHIq [RUOIIIPPE BUO JO J00hH
=110

(10100°0) (99°11) (91£°0) (9610) (661°0) (061°0) (£6200°0)  (2£900°0) (112°0) (6€¢°0)
9210070~ 8G8°L- ¥ 0- %8880~ «L17°0- 6¥€°0- 2£600°0- 0€10°0- *617°0 +xG0G°E- juoweorlder ou x sevkodwe QT Lod
1] [eUOIIPPE SUO JO 1005

(L0¥000°0) (Lg0°L) (801°0) (26L0°0) (08L0°0) (€LL0°0) (€2€000)  (2€00°0) (8%80°0) (862°0)
LL¥000°0 9€€°C 0690°0 9290°0- #x67€°0 291070 #x66600°0-  xxLFC0°0 #x70L°0 #+0L'TT  soofojduro 0T 1od [HIq [RUOIPPR SUO JO J00HH
0=1 10
j1o0pe aaneEy (4

(¥520°0) (8897%) (09¢°9) (119%) (807%) (L507) (¥¥2°0) (902°0) (89z°7) (8¢7a1)
8TT0°0- £0'9% 0€9°¢- 07L G- efeles 9879~ #xTG8°0 ¢91°0 €6l ¢ 079z~ Juowooe[dor ou X I [RUOIHIPPR dUO JO JO0PH

(87900°0) (6€92) (896'T) (861°1) (681°T) (ze1'1) (7£60°0)  (1280°0) (091°T) (¥88%)
$8L00°0 97¢e- 6150~ 7€6°0 v9L°1 8e'T s 4l #891°0" PES'T #+88°88 Y}Iq [BUOI}IPPE OUO JO 100h
I[=%%D

(6L10°0) (9°8z¢) (928°9) (£89°¢) (c61°¢) (veve) (zez0) (261°0) (0g9°¢) (coer)
¢e10°0- £¥9¢- 106~ %G6L L- 766G £6£9°L- 98¢°0- 6520~ erI°G- ae'TI- Jutede[dol OU X [HI] [RUOI}IPPR SUO JO 1095

(90¢00°0) (g1¢2) (122°71) (¥56°0) (826°0) (126°0) (¥160°0)  (6€L0°0) (296°0) (601°2)
987000 CLT9- ¥8T°0- 7860~ #x690F 197°0 +£GC 0" +x£8€°0 #x6T8°L wx2 96T 3] [RUOI}IPPE SUO JO 3P
0=1 1o
joage omjosqy (V

(o1) (6) (8) (2) (9) (g) ) (€) (2) (1)
(ourpeseq 0y (oureseq 0y o1 (durpEseq 03  (ourpseq 0} (ourpeseq 0y “[o1
sofes (S3131 000T) 0} ‘[ox 10d) aaee[ pred 0} ‘Jox 0] ‘[ox uLy je way e “10d) way e wy e
omzuoN  sygoid ssorr)  *9od) sores ToX0 119 “10d) 11q “10d) iy JOAOUINT,  SOIIY MON soakorduro sAep oArol
T a8eM S LI a8eMm S ULl e SINOH Jo r_qunN [eruvIR g

GISg ‘yuetede[dol OU SARY 9ABS] UO USWIOM ISYIOYM UO PISB( SOW0IINO0 WL U0 SPRPH FV °[qe],

65



‘600> d 4 10°0> d 4y '[9AS] WLIY ST} J& POIYSN[d oIe (sesorjjuared ur) siolro prepue)g ‘sojdures pajySromol
pue poyoIeu 9} UO PIjONPUOd SI SISA[RULR ) ‘INOYSNOIY ], ‘SJUSUWINIISUL S8 18aA dul[oseq oy} Ul S9oA0[dWo I1omd] 10 Ue) Pey WY oY) IOYI9M I0] d[RLIeA I0JRDIPUL 8} [}IM UOIJORIDIUL SII PUR dUIPse] Je sopiodue
JO Iaquunu o) Aq PAPIAIP snje)s Juatear) Suisn Sy Aq pajeunr)so st uorssardar oy ], ‘seakodurs surpaseq jo wqumu d[qissod [des 10 so[qerres Awwmp jo 49s [[nf © [Yjm Suo[e [01JU0D © S8 UOISSeISoI ) Ul papn[dul
st soafo[dwo 1oM) 10 Ud) PRY WY OY) IDYIDYM I0J S[(RLIRA I0RdIPUI d) ‘uonippe uy “(way rews ¥ soafoidwo QT 10d  [)aIq [RUOIIIPPER SUO JO 109JH) Ieok ourfoseq oY) ul s9ako[dwo I1omd) 10 U9} pey Wy oY)
I9JOYM 10] O[[RLIRA I0JROIPUI UR PUE duleseq Je seakorduo jo oquinu o) Aq POPIAIP IeoA JUOAD dY[) U SYLII] JO I9QUINT S} WsIM)O( UOTdRIUI o) pue ‘(seafojduwe (0T 1od I [RUOTIIPPE SUO JO J09JH) duUl[seq
Je seafordure Jo IaquuNu oY} AQ POPIATP IeoA JUOAD OY) Ul WY oY) Je SYIII] JO ISQUINT oY) dIR JSOISJUI JO SI0SSOISAI oY) ‘¢ [oURJ UJ "SIUSUINIISUT Sk TedA dUT[aseq o1} Ul seefojdure IomoJ 10 U9) PRY WLIY O IoyoTm
10J 9[qeLIeA I07BIIPUL 0} [[IIM UOIJORIDIUL ST PUR SNIRIS JUOUWIIRDI} SUISN §ISE AQ POJRWI)se SI UOISSDIZ0l 9], [OIJUOD B SB UOISSOIZ0I o) Ul popnioul sI sooAo[dwe 1omeJ 10 U9l pey WLy 9Y) I9Yjoym I0J o[(eLIeA
Jojedipur 9y3 ;~OSMT15 ur .?EHE [[ews X {HIq [eUuojippe auo jo uvo,mwm: Ieok oureseq oY) ur mOO%OMQEHO JOMOJ I0 U9} PR WLIY 9Y) I9JoYM JIOJ d[(eLIeA I0jedIpul ue pue Ieok JUSAD O} Ul WLIY o7} Je SYLIQ JO Ioquunu
9]} UDIM)O( UOTIORIDIUT O} pue (YL [RUOIIIPPR SUO JO 109J7) IvIA JUSAD S} UL ULIY Y} Je SYIIIQ JO IOCUINU 9} dIe JSAINUL JO SI08s9IF01 oY) ‘Y [ourd ul (T = 7) 109Je 1eak o) 10 () = 7) ek JUoAd oY) IDYJO pue
QUI[esB( UAOM)O( STODINO JURAJ[AI S} UT SSURYD S} ST SWOIINO ) ‘UOISSAITOI LS U] SI[(RLIBA SUWIODINO JUSISYPIP 0} I9Jol SUWN[O)) ‘UOISSISoI djeredss © WO JUSIDIPJI0D ) SHuasaIdol MOI-UWN]OD DR :SIJON

280°91 280°91 280°9T 280°9T 280°91 780°9T 780°9T Z80°9T 280°91 280°91 (suwry) sxogsn)y
78861 78861 78861 78861 78861 78861 78861 78861 78861 78861 (PoyyStom) suorjeAtdsqQ
€C6°1¢ €C6'1¢ €C6'1¢ €06°1¢ €C6°1¢ €C6'1¢ €C6'1¢ €06°1¢ €C6'1¢ €C6°1¢ SUOIRAIDS( ()

(67100°0) (20°'19) (90%°0) (892°0) (892°0) (152°0) (7€20°0)  (9610°0) (965°0) (LeT'T)
L¥100°0 9%°99 z19°0 G010 G630°0 706070 T€e0°0-  4E€70°0 L0T°0 #%166°8- way [rews x seafordurd (01 1od
ﬂuﬁﬂ ?iOﬂ:@@ﬁ QU0 mo pow.wm

(17100°0) (¥6°09) (68¢£°0) (152°0) (155°0) (7€2°0) (zee0'0)  (¥610°0) (9€3°0) (1e1'T)
080000~ 10°29- Treo- 6£L0°0- £8800°0 8620°0~ CFP0'0  «I€70°0- 9€£0°0 #+80°€T  seakordwe 0T 0d [}Iq [BUOIHIPPR OUO JO 100PH
=110

(L1100°0) (zecs) (veeo0) (€12°0) (602°0) (c0z'0) (8120°0)  (LL10°0) (80z°0) (1211)
Ze100°0 26'9¢ 6£5°0 L580°0 8290°0 £060°0 P00 1LT0°0- £080°0 #xL8°18" wy [rews x sodkofdwo o7 10d
[}11q [RUOIHIPPE SUO JO J09hH

(01100°0) (0z°¢%) CX0)) (661°0) (¥61°0) (061°0) (9120°0)  (4L10°0) (161°0) (LrrT)
18600070~ 987" Y9v°0- €1e°0- jarall L2170~ £0TC0°0~ 441,700 #9850 ++66°0¢  seakordwe 0T Tod )T [RUOTYIPPR SO JO 109PH
0=110
jo0pe aaneEy (4

(5210°0) (6°09%) (120°¢) (62¢°2) (c1e) (z81°%) (€L1°0) (L¥1°0) (€L32) (87L°8)
v£20°0 7229 8L9°¢ G10¢C SF8°C 03G'C 6£2°0 G8G°0 0£9°C 90L°2 WA [[eWS X I [RUOTIIPPE SUO JO 10017

(0800°0) (eav¥) (280°2) (ce¥'1) (0e¥'1) (82¢'1) (98T°0) (1€1°0) (ege'T) (¢60°L)
G0700°0~ G6TG Gspe- 0¥5°0- 6280°0- 0L€°0~ 162°0 #08G0" chr0°0- ++98°C8 Y}Iq [BUOI}IPPE OUO JO 100h
=110

(18600°0) (g60%) (189°2) (g98'1) (Lz8T) (508'1) (291°0) (1€1°0) (828'T) (ze8'8)
z810°0 8°18¢ #1GE°G es1°0 #+8VE°G 1261 G810 er10 +%19€°6 (41 Iy [[BWS X I [BUOIPPE BUO JO J00HH

(11900°0) (€736¢) (609°1) (6eT°1) (otr'T) (280°1) (671°0) (911°0) (880°'T) (081°2)
087000~ 1°9.2- cere- 98¢ T~ 620°T z88°0- «E7€0- #1830 +8€6°C wx €6T [}Iq [RUOI}IPPE SUO JO 3P
0=110
1oage anjosqy (Vv

(o1) (6) (8) (2) (9) () (2] (g) (@) (1)
(ourpeseq 0y (oureseq 0y ‘o1 (durpseq 03  (ourPseq o} (ourpeseq 09 ‘[o1
sofes (S313IA 0001) 0} ‘[o1 90d) aaes] pred 09} ‘[o1 0} ‘o1 wy je way e “10d) way e iy e
omzuoN  sjygoid ssorr) “10d) sores "ToX0 19 “30d) 111 jod) Wy IeAOWINT,  SOII MON soakorduro sAep oArol
WL g a8eM S LIl afem S ULIL] 1% SINOH Jo IequnN [ejuaIRg

97ZIS UWLIY A S)09Jj SN0dUS0INNO GV 9[qe],

66



B Comparing Outcomes for Treatment and Control Women

This section compares the evolution of treatment and control women’s own outcomes around the time
of the potential birth event using a natural adaptation of our main difference-in-difference specification.
We emphasize that the point of this analysis is to descriptively compare treatment and control women’s
behavior around the event year rather than to provide causal estimates of the effect of child birth.
Let 7 index the individual woman (the potential mother), f the firm at which the woman is employed
in the baseline year, e the potential birth event, ¢ event time, and ye;s; the individual woman’s outcome.
Our dynamic difference-in-differences specification for the potential mother is just a natural adaptation

of the firm-level OLS specification :

Veift =Pe + 3 wilip + Y kxliy - Treatmente + veig (5)
keT keT

T ={-4,-3,-1,0,1,2}.

Note that we only present the OLS specification, as compliance is complete at the individual level.
Appendix Figure[A2|shows no pre-trends three to four years before the event for any of the outcomes.
This is consistent with previous evidence from Kleven et al. (2019)| (see Footnote . Meanwhile, in
the year before childbirth, the event year, and the following one year (i.e. in the time up to conception,
during pregnancy, and during parental leave), there are some relevant differences between treatment
and control women. Women who give birth are eleven percentage points more likely to stay with the
baseline firm in the event year than control women (Figure [A2|(a)); in levels, 61.9 percent of treatment
women and 50.8 percent of control women are still with their baseline firm in the event year. This
difference in the likelihood of being with the baseline firm may to some extent be mechanical, as firms
typically cannot fire a woman who is pregnant or on parental leave. Alternatively, women may well
be less motivated to search for a new employer immediately at the time of childbirth. The result
that treatment women are more likely to stay with their employer, might seem puzzling given existing
evidence that women start to sort into certain types of firms and jobs after the birth of their first
child (see for example (Kleven et al. , 2019))). It merely reflects, however, that most of the sorting is
happening through churn and not through higher separation rates for mothers (see Footnote .

Figure (c) and d) show that treatment women experience a large drop in their earnings in
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Figure A2: Effect on Potential Mothers
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Notes: The dots and solid lines show the estimated difference between the treatment and control women from four
years prior to the event year until two years after. The baseline year is two years prior to the event year, which
implies that the difference is identically zero here. The dashed lines show the 95% confidence interval based on
standard errors clustered at the firm level. The graphs show the differences in the outcomes of the potential mothers

(i.e. treatment and control women).
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the year of childbirth and the following year. Two years after childbirth, earnings recover somewhat
and are 20 percent lower than at baseline which is of similar magnitude as found by Kleven et al.
(2019). Finally, Figure [A2|b) shows that treatment women tend to work slightly more hours in the
year preceding childbirth and much fewer hours during the event year and the following year due to
parental leave take-up. The difference between treatment and control women seems to almost disappear

two years after childbirth.
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C Effects on Coworker Fertility and Leave-Taking

A parallel literature (e.g.,|Asphjell et al. , 2014; Ciliberto et al. , 2016) shows the existence of workplace
peer effects in the incidence and timing of pregnancy and parental leave. For example, |Asphjell et al.
(2014) find that the likelihood that an individual in Swedish firms has a first child increases by 9 percent
13 to 24 months after a coworker’s child is born. In our setting, the interpretation of our main results
could potentially change if a woman’s leave-taking increases the probability that another worker will
take leave in the following years. Specifically, these within-firm peer effects might capture the effect of
multiple workers going on leave also outside the event year in our estimates.

To investigate the extent of peer effects in our setting, we examine whether a female employee
giving birth affects her coworkers’ pregnancy and leave take-up. Panels (a) and (b) of Appendix Figure
[A3] plot OLS estimates of the differences between treated and control firms in coworkers’ number of
births and parental leave days, respectively. There is a very small positive effect on the number of
births in the event year, but not in other years. The corresponding 2SLS estimate, reported in column
(1), Panel A of Appendix Table indicates that coworkers have a mere 0.005 additional births in
the event year. In the following year, we find no statistically significant effects, and the upper bound
of the 95 percent confidence interval is a 0.003 increase in the number of coworker childbirths. We
also find no statistically significant impacts on coworkers’ parental leave days@ and our 95 percent
confidence intervals exclude increases that are larger than 1.2 days in both the event year and the
following year (column (1) and (2), Panel A of Appendix Table [A6). We further show OLS (Panels
(c) through (f) of Appendix Figure and 2SLS estimates (Panels B and C of Appendix Table
of the treatment effect on these outcomes for coworkers who are respectively in similar occupations
and different occupations than employees on leave. These results are similar to the main estimates.
Moreover, they are not different for same-occupation versus different-occupation workers.

Taken together, these estimates dampen the concern that coworker peer effects could be driving

our main results.

59The magnitude is consistent with the effect on births.
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Figure A3: Effects on coworkers’ fertility and parental leave days, OLS
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standard errors clustered at the firm level. 71



Table A6: Effects on fertility and leave days of coworkers of women on leave, 25LS

Absolute effect

Effect of one
additional birth

Relative effect

Effect of one additional
birth per 100 employees

att=0 att=1 att=0 att=1
(1) (2) (3) (4)
A) All coworkers
Number of births 0.00497**  0.000019  0.000735**  0.000178
(0.00179)  (0.00172)  (0.000217)  (0.000206)
Leave days 0.470 0.593 0.0319 0.0779
(0.323)  (0.311)  (0.0434)  (0.0425)
F-stat 964.2 968.4 3,028 3,015
Observations 268,500 267,307 268,500 267,307
Observations (weighted) 168,416 167,653 168,416 167,653
Clusters (firms) 15,412 15,408 15,412 15,408
B) Same-occupation coworkers
Number of births 0.00629* 0.000229 0.000731%* 0.000224
(0.0028)  (0.00277)  (0.000326)  (0.000308)
Leave days 0.774 0.698 0.0156 0.100
(0.561) (0.540) (0.0696) (0.0702)
F-stat 645.1 648.8 1,824 1,810
Observations 121,525 121,007 121,525 121,007
Observations (weighted) 76,153 75,821 76,153 75,821
Clusters (firms) 12,535 12,518 12,535 12,518
C) Different-occupation coworkers
Number of births 0.00376 —0.000352  0.000688* 0.000105
(0.00230)  (0.00214)  (0.000291) (0.000271)
Leave days 0.190 0.459 —0.0179 0.0438
(0.350)  (0.337)  (0.0511)  (0.0468)
F-stat 772.6 775.1 2,147 2,137
Observations 145,586 144,920 145,586 144,920
Observations (weights) 91,391 90,966 91,391 90,966
Clusters (firms) 13,059 13,053 13,0599 13,053

Notes: Each column-row represents the coefficient from a separate regression. Columns (1) and (2) show
2SLS estimates from regressions in which the number of births at the firm in the event year is instru-
mented by the treatment dummy. Columns (3) and (4) show estimates from similar regressions but in
which both the number of births at the firm in the event year and the treatment dummy is divided by the
number of baseline employees (measured in hundreds), and where dummy variables for each possible number
of baseline employees are included as controls. In Columns (1) and (3) the outcome variable is measured in
the event year (Time 0). In Columns (2) and (4) the outcome variable is measured in the following year
(Time 1). All panels use coworker-level data. Panel A shows estimates for all coworkers. Panel B limits the
sample to coworkers who are in the same occupation as the woman on leave, while Panel C shows estimates
for coworkers in different occupations than the woman on leave. Throughout, the analysis is conducted on
the matched and reweighted samples. For each panel and column, the F-stat from the first stage regression
is listed. Standard errors (in parentheses) are clustered at the firm level. ** p <0.01 * p <0.05.
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D Coworker Analysis, Specifications

This section presents additional details of the specifications used in the coworker analysis. Let ¢ index
individuals in our coworker sample (see Section . In the baseline year, each coworker c is employed
at some firm f that is part of a potential birth event e. Let ¢ index event time and let ye.r; be
some coworker outcome. Our dynamic difference-in-differences specification for coworkers is then just

a natural adaptation of the firm-level OLS specification :

Yeest =the + Y wilimgp + > krli—p - Treatmente + vegs (6)
heT keT

T = {_47 _37 _17 Oa 1’ 2}

Our 2SLS specification for estimating the (absolute) effect of an additional birth on coworkers is a

natural adaptation of specification :

AYecr = 00 + poBirthsInEventY eares + Avecs (7)

BirthsInEventY earcy = 1o + tiTreatment, + vecs @ First Stage)

Our 2SLS specification for estimating the (relative) effect of one percent of the workforce giving birth

is a natural adaptation of specification (4)):

BirthsInFEventY earcy

A = A 3
Yeef =70 + X0 BaselineEmployees. s T Aecf (8)
BirthsInEventY eary Treatment, _
- First St
BaselineEmployees, G+ BaselineEmployees. s T Oecf irst Stage)

When estimating each of the coworker specifications, we apply the reweighting described in Section
Specifically, each coworker receives the weight associated with his or her event (so coworkers at

treatment firms all receive a weight of one).
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E Estimates Using a Purely Regression-Based Approach

In our main analysis, we use a matching and reweighting procedure to condition on baseline observables.
As is well known, matching and reweighting estimators exhibit an equivalence with linear regression
using control variables modulo some issues regarding heterogeneous treatment effects and the weighting
of different observations (Angrist, 1998]). Accordingly, it is possible to implement our empirical strategy
as a standard linear regression if one includes a particular set of control variables. We verify that this
purely regression-based approach yields similar results in this appendix.

Adopting the same notation as in Section [5.3] we consider the following dynamic difference-in-

differences specification:

Yort =ve+ Y orlimp + Y Yelimi - Treatmente + Y Brli—p - Xe + cegy (9)
keT keT keT

T ={-4,-3,-1,0,1,2}.

This specification is identical to that used in the main text, except for the fact that a vector of event-
specific baseline characteristics, X, has been interacted with the event time dummies and added as
controls. Because these added interaction terms will absorb any differences in time trends that are re-
lated to baseline characteristics, estimating the specification above (without any reweighting) represents
an alternative way to condition out baseline observables in our difference-in-differences analysis.

In order for this type of regression to be equivalent to the reweighting used in our main analysis, we
need to choose the vector of characteristics X, in a very specific way (see |Angrist (1998)| for details).
In particular, we partition our sample into a very large number of cells based on all possible values of
all the observables we condition on in our main analysi@ and let X, consist of an exhaustive set of
dummies indicating which of the cells event e belongs to.

Appendix Figures [A4] to [A8| show OLS estimates from this alternative regression-based approach.

We see that they are virtually indistinguishable from the results presented in the main text.

"OFor an example, assume that we only condition on women’s quintile of earnings and education group, along with
firm’s quintile of employees. In this case, the first cell would consist of all events in which the woman is in the bottom
quintile of earnings and in the bottom education group, and the firm is in the bottom quintile in terms of employees.
The second cell would consist of all events in which the woman is in the bottom quintile of earnings and in the bottom
education group, while the firm is in the second-to-last quintile in terms of employees, and so on.
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Figure A4: Effects on births and leave days, regression with controls, OLS
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Notes: The dots and solid lines show the estimated difference between the treatment and control firms from four
years prior to the event year until two years after. The baseline year is two years prior to the event year, which
implies that the difference is identically zero here. The dashed lines show the 95% confidence interval based on

standard errors clustered at the firm level.
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Figure A5: Effects on employment outcomes, regression with controls, OLS
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Figure A6: Effects on hours of work, regression with controls, OLS
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Figure A7: Effects on costs of labor supply adjustments, regression with controls, OLS
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Sales, pct of baseline

Figure A8: Effect on firms’ overall performance, regression with controls, OLS
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standard errors clustered at the firm level.
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F Results Using Coarser Set of Baseline Covariates

As discussed in Section [5.6.2] our main results use a very detailed matching and reweighting procedure
to condition on baseline observables. This detailed procedure gives us confidence that the treatment
and control firms are ex-ante similar to ensure internal validity. As we have seen, however, it also
forces us to trim away some of our sample to guard against non-overlapping support issues. This raises
questions about external validity and whether our sample is representative of smaller firms.

To examine how the large degree of trimming affects results, we conduct additional analyses in
which we use a coarser matching and reweighting procedure. Specifically, we restrict our set of baseline
observables to: (i) a set of indicators for having any children aged zero, one, two, and three or more
years instead of the number of children in each age group, and (ii) quartiles instead of quintiles for
all continuous variables that we match on (for example, quartiles instead of quintiles of the average
number of children per employee). Using this coarser set of observables results in fewer observations’
being trimmed. Of the initial 23,762 treatment events, 14,289 (60.1 percent) now remain after the
trimmingﬂ However, the coarser set of baseline observables implies that the treatment and control
groups will be less comparable.

For all our main outcomes, Appendix Figures [A9] to report OLS estimates of the impact of
treatment as a function of distance to the event year, using the coarsened sample. Reassuringly, the
results are similar to those from our main analysis. We note, however, that some of our validity checks
fail when using this alternative coarser approach. Specifically, we see in Appendix Table [A7] that leave
days and profits at the firm are no longer balanced across the (weighted) treatment and control samples
in the baseline year. We also see some indications of pre-treatment trends in the figures. In particular,

for leave days and firm total sales, these trends are statistically different from zero.

"LOf the initial 155,659 control events, 38,574 remain after trimming when using the coarser set of baseline covariates.
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Table A7: Covariate balance table conditioning on coarser set of observables

Treatment  Control Difference
Births at firm 0.84 0.82 0.02
(1.07) (1.06) (0.01)
Leave days at firm 149.77 143.36 6.41%*
(201.66) (199.69) (2.40)
New hires 3.74 3.79 —0.06
(3.32) (3.31) (0.04)
Hours (FTEs) 10.65 10.62 0.03
(7.16) (7.17) (0.08)
Workforce avg. years schooling 11.70 11.68 0.02
(1.34) (1.33) (0.02)
Workforce avg. age 34.25 34.37 —0.12
(6.29) (6.43) (0.07)
Workforce avg. experience 12.45 12.53 —0.08
(5.22) (5.32) (0.06)
Wage bill (1000 DKKs) 3,408.95 3,417.60 —8.65
(2946.04)  (2981.50) (33.57)
Purchases (1000 DKKs) 12,323.86  12,441.00 —117.75
(32426.32) (31567.84) (352.27)
Profits (1000 DKKs) 11,697.04  10,834.22 862.81**
(32020.01) (29999.78) (349.44)
Event year 2007.12 2007.13 —0.00
(2.82) (2.88) (0.03)

Notes: The table shows means and standard deviations for the firm and event-specific
variables in the baseline year across the coarsened sample of treatment and control
events. The table also shows the difference in means between the two samples along
with the standard error of this difference computed based on clustering at the firm level.
The number of observations is 52,863. ** p < 0.01 * p < 0.05.
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Figure A9: Effects on births and leave days, conditioning on coarser set of observables, OLS
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implies that the difference is identically zero here. The dashed lines show the 95% confidence interval based on
standard errors clustered at the firm level.
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Figure A10: Effects on employment outcomes, conditioning on coarser set of observables, OLS
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standard errors clustered at the firm level.
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Figure A11: Effects on hours of work, conditioning on coarser set of observables, OLS
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years prior to the event year until two years after. The baseline year is two years prior to the event year, which
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standard errors clustered at the firm level.
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Figure A12: Effects on costs of labor supply adjustments, conditioning on coarser set of observables,
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Figure A13: Effect on firms’ overall performance, conditioning on coarser set of observables, OLS
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Notes: The dots and solid lines show the estimated difference between the treatment and control firms from four
years prior to the event year until two years after. The baseline year is two years prior to the event year, which
implies that the difference is identically zero here. The dashed lines show the 95% confidence interval based on
standard errors clustered at the firm level.
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G Representativeness of Firms in Analysis Sample

In constructing our main analysis sample, we apply a number of sample restrictions. Perhaps most
notably, we restrict our attention to small firms, require that both treatment and control firms have
at least one young female employee at the baseline, and trim observations with extreme weighting
values when applying our matching and reweighting procedure. To understand what types of firms we
cover in our main analysis, this section compares our sample of treatment firms to both the universe of
private sector firms in Denmark and to the subset of those firms that satisfy our firm size restriction.
Appendix Table compares baseline characteristics across the three groups of firms. The appendix
table indicates that our treatment firms experience more births per employee (0.064 as opposed to
0.053 for the universe of small firms) and more leave days (14.34 as opposed to 5.4). Furthermore, the
share of women at our treatment firms is higher than in other samples (at 0.645 versus 0.34). While
all the treated firms naturally have at least one female employee, 27.5 respectively 14.8 percent of all
firms and the size-restricted sample do not employ any women (not reported in the table). Meanwhile,
the number of children per employee is lower in our sample compared to the universe of private sector
firms (1.3 versus 1.7). However, the characteristics of firms in our treatment sample are comparable
to the universe of private and small firms in Denmark. Specifically, work hours and the wage bill
per employee are comparable across the three samples, while sales and purchases per employee in the
treatment sample are only slightly smaller in magnitude relative to the other samples.

We further compare the 1-digit industry composition of the three groups of firms in Appendix Figure
[AT4] Compared to the universe of private and small firms, some industries—such as retail, hotels, and
restaurants, as well as personal services—are overrepresented in our treatment sample. This is because
women are more likely to work in these types of industries. Nonetheless, the figures highlight that the

majority of industries are represented in our treatment samplem

"The only exception is the “electricity and water supply” industry. However, even among the universe of private firms
and small firms, the share of firms belonging to this industry is very small.
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Table A8: Baseline characteristics compared to universe of private and small firms

All Firms  Size Restricted Treatment Sample

Hours per employee (FTEs) 0.819 0.815 0.805
(0.589) (0.273) (0.219)
Wage bill per employee 263.081 259.880 242.408
(248.856) (137.299) (116.204)
Sales per employee 1476.184 1326.930 1223.234
(2912.755) (2752.943) (1942.579)
Purchases per employee 1026.216 913.212 825.708
(2759.786) (2348.753) (1687.450)
Births per employee 0.058 0.053 0.064
(0.189) (0.105) (0.092)
Leave days per employee 5.671 5.398 14.343
(28.347) (15.627) (24.223)
Children per employee 2.052 1.742 1.306
(3.410) (1.176) (0.819)
Share women 0.335 0.344 0.645
(0.361) (0.322) (0.278)
Employee avg. age 38.468 37.670 33.887
(10.278) (8.224) (6.471)
Employee avg. experience (years) 15.149 15.186 12.296
(8.366) (7.023) (5.351)
Employee avg. schooling (years) 11.424 11.404 11.604
(1.784) (1.446) (1.290)
Observations 1,320,921 668,182 9,956

Notes: The table shows means and standard deviations for all firm-years for the firm
and event-specific variables in all firms (the column All Firms) and size restricted firms
(the column Size Restricted). The last column ( Treatment Sample) shows these statis-
tics for treated firms in the baseline year only, explaining the differences in number of
observations.
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Figure A14: Industry composition by sample restrictions
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Notes: The figure shows the industrial composition across 1-digit industries. Because it contains a very small number

of firms, the category ”Electricity and water supply” has been lumped into the ” Other” category for reasons of data
confidentiality.
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H Effects on Workforce Characteristics

Our main analysis suggests that total labor inputs are, in net, relatively unaffected when an employee
goes on leave. This result is based on measuring the quantity of labor inputs (hours). In practice, there
could be important losses of productivity if the quality of labor inputs changes. However, as is typical,
we do not have good measures of productivity at the individual level. As the next-best alternative to
characterizing the replacement worker and understanding how the quality of the workforce is affected,
we look for changes in workforce characteristics (Appendix Figure and Appendix Table [A9)).

We first find that in the event year, one additional female employee giving birth at the firm lowers
the share of women by one percentage point, indicating that a leave-taking woman is replaced by
temporary worker of either genderﬂ We also detect small changes in other characteristics. The
average age of the workforce rises by 0.731 percent in the event year when an additional employee
gives birth. This is concurrent with a 0.237 percent drop in the workforce’s average years of education
and an increase of 0.08 years in average experience. These results indicate that temporary workers
are on average older than the women who go on leave, and that older workers typically have more
years of experience but fewer years of schooling. Our findings suggest that the characteristics of the
firm’s workforce are not substantially altered when an additional woman gives birth. Taken together,
it is difficult to speculate on the expected effect on productivity as some changes in worker traits are
associated with productivity gains (e.g., experience), whereas some are associated with productivity
losses (e.g., education). Furthermore, given that temporary employees exit the firm after leave-takers

return to their jobs, any changes appear temporary.

"3 As previously mentioned, when computing workforce shares and averages, we weight each employee by his or her
hours worked at the firm. Accordingly, average workforce characteristics are undefined in years in which firms have zero
work hours. However, there is no differential attrition between treatment and control groups, since leave-taking has no
effect on firm shutdown (i.e., the probability of having zero employees or zero work hours).
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Figure A15: Effect on workforce characteristics, OLS
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Notes: The dots and solid lines show the estimated difference between the treatment and control firms from four
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implies that the difference is identically zero here. The dashed lines show the 95% confidence interval based on

standard errors clustered at the firm level.
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Table A9: Effects on workforce characteristics, 2SLS

Absolute effect

Effect of one
additional birth

Relative effect

Effect of one additional
birth per 100 employees

att=0 att=1 att=0 att=1
(1) (2) ®3) (4)
Share women at baseline firm —0.0118" -0.00263 —0.00103** —0.000410
(0.00214)  (0.0796)  (0.000183)  (0.000211)
Average age (pct. rel. to baseline) 0.731%%  0.707**  0.0547** 0.0525%*
(0.219) (0.254) (0.0204) (0.0236)
Average years of education (pct. rel. to baseline)  —0.237* 0.115 —0.0198 0.00714
(0.111)  (0.131)  (0.0104)  (0.0122)
Average years of experience 0.0875 0.157* 0.00362 0.00786
(0.0493)  (0.0615)  (0.00427)  (0.00521)
F-stat 2,423 2,308 2,693 2,556
Observations 28,274 26,241 28,274 26,241
Observations (weighted) 17,666 16,938 17,666 16,398
Clusters (firms) 14,141 13,060 14,141 13,060

Notes: Each column-row represents the coefficient from a separate regression. Columns (1) and (2) show 2SLS
estimates from regressions in which the number of births at the firm in the event year is instrumented by the
treatment dummy. Columns (3) and (4) show estimates from similar regressions but in which both the number
of births at the firm in the event year and the treatment dummy is divided by the number of baseline employees
(measured in hundreds), and where dummy variables for each possible number of baseline employees are included
as controls. In Columns (1) and (3) the outcome variable is measured in the event year (Time 0). In Columns (2)
and (4) the outcome variable is measured in the following year (Time 1). Regressions use firm-level data. The
number of observations changes across different columns because some firms may shut down between the event year
and the following year. Throughout, the analysis is conducted on the matched and reweighted samples. For each
panel and column, the F-stat from the first stage regression is listed. Standard errors (in parentheses) are clustered

at the firm level. ** p <0.01 * p <0.05.
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I Effects on Coworkers in Same vs. Different Occupation

To examine whether the effects of parental leave are different for coworkers who are more likely com-
plements or substitutes for the worker on leave, we split our coworker sample by occupation. For each
treatment and control event, we determine the 1-digit occupation of the woman defining the event and
then restrict attention either to coworkers who are in this same occupation or to coworkers who are
not in this same occupation. The expectation is that same-occupation coworkers are likely substitutes
to the worker on leave, while other coworkers are likely to be complements to the worker on leave.
Appendix Figures and show OLS estimates for the resulting two coworker samples. We
consistently see that the estimated effects for all coworkers found in the main text are driven almost
exclusively by same-occupation coworkers. In contrast, there is very limited evidence of effects for

coworkers not in the same occupation.
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Figure A16: Effects on outcomes of coworkers in same occupations as women on leave, OLS
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Notes: The dots and solid lines show the estimated difference between the treatment and control firms from four
years prior to the event year until two years after. The baseline year is two years prior to the event year, which
implies that the difference is identically zero here. The dashed lines show the 95% confidence interval based on

standard errors clustered at the firm level.
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Figure A17: Effects on outcomes of coworkers in different occupations than women on leave, OLS
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standard errors clustered at the firm level. 95
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