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ABSTRACT

It is often argued that the parental leave should be extended in order to help employees
achieve the balance of work and family life. However, one should be careful in designing
the parental leave since there is a tradeoff between the continuity of employment after
childbearing and the depreciation of human capital due to the time off the work. The paper
investigates whether the parental leave payment introduced in Korea in 2001 helped women's
take-up of the leave and employment after giving birth. The results are as follows. First, the
increase in the payment indeed raised the female take-up of the leave. Second, women
returned to labor market less often after giving birth in the short run, but the size of the
effect tends to decrease in the long run. However, the negative effect on returning to the
same workplace after the birth remains significant in the long run. Lastly, there is no
evidence that the share of women of childbearing age at workplace changed due to the
increase in the parental leave payment. Although there is a limitation in that the analysis is
based only on the employment covered by the Employment Insurance, these findings imply
that the increase in the parental leave payment may not be an effective policy tool for
promoting female labor market participation. On the other hand, it should be noted that it is
necessary to pay attention to child development as well as female employment as an
objective in order to make an overall judgement on the parental leave policy.
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[Figure 1] Take—up Rate of Parental Leave After Maternity Leave
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Note: Take-up rate was calculated for those who gave birth in the same month.
Source: Employment Insurance Database.
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[Figure 2] Duration of Parental Leave Among lIts Takers
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Note: Average duration in days is calculated for those takers who gave birth in the same month.

Source: Employment Insurance Database.
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{Table 1> Benefits During Parental Leave by Birth Month

Monthly Allowance Total Number of Months for Which Different
Birth According to Allowance Level of Monthly Allowance is Applied:
Month Employment During 12
on Insurance Month-Leave | 200,000 | 300,000 | 400,000 | 500,000
Act(10,000 won) (10,000 won) won won won won
2002. 1 20 240 12 0 0 0
2002. 2 20 250 11 1 0 0
2002. 3 20 260 10 2 0 0
2002. 12 20 350 1 11 0 0
2003. 1 30 360 0 12 0 0
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(Table 2> Coverage of Employment Insurance for The Female Aged 20 to 39
(unit: %)

YVear The Insured / Total | The Insured / The | The Insured / The | The Insured / Wage
Population Economically Active Employed Earners
2000 18.3 32.6 34.1 453
2001 19.1 33.6 35.1 45.7
2002 20.5 35.6 37.0 47.1
2003 21.2 36.9 38.7 48.4
2004 22.5 38.3 40.1 49.5
2005 243 41.0 43.1 52.1
2006 26.0 43.5 45.5 54.6
2007 27.8 46.8 48.7 57.7
2008 28.5 48.2 50.2 58.8
2009 29.5 51.1 53.5 61.9

Source: Economically Active Population Survey;, Yearbook of Employment Insurance.
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{Table 3> Summary Statistics of Maternity Leave Beneficiaries

Variables Obs. Mean | Std. Dev. Min Max
Taking Parental Leave 226,501 0.28 0.45 0 1
Duration of Parental Leave 226,501 59.86 109.04 0 365
Duration of Parental Leave (Takers Only) 62,325 | 217.56 94.34 4 365
Age at Birth 226,501 29.83 3.06 18 49
Duration Covered by Employment

) 226,501 71.24 30.71 0 152
Insurance at Birth (month)
Real Monthly Wage (10,000 won) 226,501 | 139.59 66.21 10 3,510
Real Hourly Wage (won) 226,501 6,582 | 3,359.79 459 193,539
Education: High School or Below 226,501 0.32 0.47 0 1
Education: College (Two Years) 226,501 0.23 0.42 0 1
Education: University or Above 226,501 0.45 0.50 0 1
Birth Year: 2001 226,501 0.01 0.12 0 1
Birth Year: 2002 226,501 0.10 0.30 0 1
Birth Year: 2003 226,501 0.12 0.33 0 1
Birth Year: 2004 226,501 0.14 0.35 0 1
Birth Year: 2005 226,501 0.16 0.36 0 1
Birth Year: 2006 226,501 0.20 0.40 0 1
Birth Year: 2007 226,501 0.26 0.44 0 1
Covered by Employment Insurance 18

) 98,330 0.76 0.43 0 |
Months After Birth
Working in the Same Workplace 18

) 98,330 0.69 0.46 0 1
Months After Birth
Covered by Employment Insurance 36

) 98,330 0.67 0.47 0 1
Months After Birth
Working in the Same Workplace 36

i 98,330 0.56 0.50 0 1
Months After Birth

Note: The baseline for real monthly allowance and real wage is December of 2007. The wage is measured
at the time of application for maternity leave. The return rate 18 or 36 months after birth is measured
for those who gave birth before May of 2005.
Source: Employment Insurance Database.
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{Table 4> The Effects of Parental Leave Benefit on Its Utilization

(M @)
Model Probit Tobit
Dependent Variable Taking Parental Leave |Duration of Parental Leave
Independent Variables:
No. of Months with Allowance 300,000 won 0.0141%** 4,0574%**
(0.0040) (1.0645)
No. of Months with Allowance 400,000 won 0.0302%%*%* 8.5802%**
(0.0039) (1.0396)
No. of Months with Allowance 500,000 won 0.0614%%** 17.5025%**
(0.0035) (0.9266)
Age 0.1121%** 33.3188%**
(0.0130) (3.4203)
Age Squared -0.0016%** -0.4749%**
(0.0002) (0.0558)
Log Hourly Wage -0.4140%** -120.4706%**
(0.0092) (2.3727)
Education: College 0.0228*** 6.9250%**
(0.0085) (2.2563)
Education: University or Above 0.0485%*x* 10.5249%**
(0.0073) (1.9249)
Duration Covered by Employment Insurance -0.0021*** -0.6162%**
at Birth(month) (0.0001) (0.0293)
Log Likelihood -123,214 -512,450
No. of Observations 226,501 226,501

Note: Robust standard errors are in parentheses. *** p<0.01, ** p<0.05, * p<0.1. All the models include the
dummies for months, provinces, industries, workforce sizes as explanatory variables.
Source: Employment Insurance Database.
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[Figure 3] The Percentage of Women Returning to Labor Market 18 Months
After Giving Birth
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Note: The return to labor market is defined as being covered by Employment Insurance at a point in time.
Source: Employment Insurance Database.
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(Table 5> The Determinants of Return to Labor Market After Birth (For the Female
Who Gave Birth Before May of 2005)

Q) ) €] 4)
Model Probit Probit Probit Probit
Return to Return to Return to Return to
Labor Labor Same Same
Dependent Variable Market 18 Market 36 Workplace Workplace
Months Months 18 Months 36 Months
After Birth After Birth After Birth After Birth
Independent Variables:
Monthly Allowance 300,000 -0.0149%** -0.0029 -0.0178%** -0.0119%**
won(no. of months) (0.0039) (0.0036) (0.0037) (0.0036)
Monthly Allowance 400,000 -0.0141%** -0.0072%* -0.0190%** -0.0190%**
won(no. of months) (0.0039) (0.0036) (0.0038) (0.0036)
Age -0.1434%** -0.1527%%* -0.122] %% -0.1384%*x*
(0.0218) (0.0207) (0.0206) (0.0201)
Age Squared 0.0026%** 0.0028*** 0.0022%%** 0.0025%**
(0.0004) (0.0003) (0.0003) (0.0003)
Log Hourly Wage 0.2830%** 0.2273%** 0.2648*** 0.2189***
(0.0146) (0.0137) (0.0139) (0.0133)
Education: College 0.0487*** 0.0465%** 0.0100 -0.0005
(0.0129) (0.0124) (0.0126) (0.0124)
Education: University or Above 0.3419%** 0.3808*** 0.2437%%** 0.2607%**
(0.0114) (0.0108) (0.0110) (0.0106)
Duration Covered by Employment | 0.0087*** 0.0085%** 0.0093*** 0.0101***
Insurance at Birth(month) (0.0002) (0.0002) (0.0002) (0.0002)
Log Likelihood -50,498 -57,555 -55,505 -60,313
No. of Observations 98,330 98,330 98,330 98,330

Note: Robust standard errors are in parentheses. *** p<0.01, ** p<0.05, * p<0.1. All the models include the
dummies for months, provinces, industries, workforce sizes as explanatory variables.
Source: Employment Insurance Database.
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{Table 6> Summary Statistics of Monthly Demographic Composition of Employees
at Workplace (N=3,242,407)

Variables Mean Std. Dev. Min Max
Share of the Female Aged 24 Years or Below 0.067 0.116 0 1
Share of the Female Aged 25 to 34 Years 0.131 0.163 0 1
Share of the Female Aged 35 to 44 Years 0.067 0.125 0 1
Share of the Female Aged 45 or Above 0.038 0.098 0 1
Share of the Male Aged 24 Years or Below 0.033 0.074 0 1
Share of the Male Aged 25 to 34 Years 0.234 0.197 0 1
Share of the Male Aged 35 to 44 Years 0.168 0.164 0 1
Share of the Male Aged 45 or Above 0.105 0.161 0 1
Small and Medium-sized Firms 0.680 0.466 0 1

Note: The demographic composition is measured at the end of month using Employment Insurance Database
(Employees Section) for the period from 2004 to 2007. The number of employees at workplace is used
as its weight.

Source: Employment Insurance Database
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(Table 7> The Effects of Maternity and Parental Leave Benefits on Female
Employment at Workplace (2004~2007, Monthly Data)

(1) 2) 3) (4)
Model OLS OLS OLS OLS
Share of the | Share of the | Share of the | Share of the
Dependent Variable Female Aged | Female Aged | Male Aged | Male Aged
25~34 40~49 25~34 40~49
Independent Variables:
i Feb. of 2004
(SII’Z::ntaTbLza eOOAllo ance Increases 00030 0.0023 00029 0.0057
A W
0.0035 0.0036 0.0060 0.0064
to 400,000 won/mth.) ( ) ( ) ( ) ( )
Since Jan. of 2006
(I\l/r[‘:;m?f ;ea e Bxoended o 00| 0:009%" 0.0028 -0.0220%* 0.0054
v X
Y P (0.0059) (0.0038) (0.0091) 0.0111)
Days.)
Since Jan. of 2006 x Small and| -0.0073** -0.0009 0.0039 0.0044
Medium-sized Firms (0.0031) (0.0022) (0.0047) (0.0052)
i Apr. of 2
(S}l“ce t lprLO 0,0:11 | 0.0022 0.0028 -0.0098 0.0041
arental Leave Allowance Increases
0.0050 0.0028 0.0076 0.0090
to 500,000 won/mth.) ( ) ( ) ( ) ( )
Small and Medium-sized Firms
(Benefit During the Additional 30| 0.0114%** 0.0155%** 0.0273*** -0.0190%**
Days of Maternity Leave is Paid by| (0.0024) (0.0018) (0.0035) (0.0037)
Employment Insurance.)
R? 0.26 0.09 0.12 0.20
No. of Observations 3,242,407 3,242,407 3,242,407 3,242,407

Note: Robust standard errors are in parentheses. *** p<0.01, ** p<0.05, * p<0.1. All the models include the
dummies for months, provinces, industries, workforce sizes as explanatory variables. The number of
employees at workplace is used as its weight.

Source: Employment Insurance Database.
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{Table 8> Simulation of Policy Change from Flat Sum to Fixed Rate Parental Leave
Allowance: Utilization

Bel A

Groups by Monthly Wage (10,000 won) eow 125 ~ 250 bove | 1val
125 250

Share in the Sample 0.48 0.47 0.05 1.00

Policy Change: Parental Leave Monthly Allowance (10,000 won)
Under Flat Sum 50 50 50
(About 30% of Wage)

Under Fixed Rate 50 40% of Wage 100
Change 0 10% of Wage 50

Change in Take-up of Parental Leave (%p, marginal effect)

Change Due to an Increase of 100,000 won in

Allowance 9.51 8.91 7.84

Change Due to an Increase in the Ratio of

Allowance to Wage by 10%p 1.99 1.62 -1.78

Effect of Policy Change 0.00 1.62 3922 | 2.58

Change in Duration of Parental Leave (days, marginal effect)

Change Due to an Increase of 100,000 won in

Allowance 21.18 19.96 17.21

Change Due to an Increase in the Ratio of

Allowance to Wage by 10%p 424 332 .08

Effect of Policy Change 0.00 3.52 86.05 5.65

Note: The marginal effects of parental leave allowance amount and ratio are calculated from the models
modified from the models in <Table 4>. In one of the modified models, the policy variable is the
allowance amount, and, in the other model, it is the ratio of allowance to monthly wage. The marginal
effects are evaluated at the mean of the sample.
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{Table 9> Simulation of Policy Change from Flat Sum to Fixed Rate Parental Leave
Allowance: Return to Labor Market

Bel A
Groups by Monthly Wage(10,000 won) COW 1 125 ~ 250 bove | potal
125 250

Share in the Sample 0.48 0.47 0.05 1.00
Change in the Return to Labor Market 18
Months After Birth(%p) 0.00 293 -19.06 221
Change in the Return to Labor Market 36
Months After Birth(%p) 0.00 293 866 17
Change in the Return to Same Workplace 18
Months After Birth(%p) 0.00 =327 -33.28 =309
Change in the Return to Same Workplace 36
Months After Birth(%p) 0.00 -4.25 -32.70 -3.52

Note: The marginal effects of parental leave allowance amount and ratio are calculated from the models
modified from the models in <Table 5>. In one of the modified models, the policy variable is the
allowance amount, and, in the other model, it is the ratio of allowance to monthly wage. The marginal

effects are evaluated at the mean of the sample.
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