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Abstract
This thesis encompasses three empirical studies from the intersection of labor economics, health economics
and behavioral economics. The first two chapters are related to sick benefit schemes. Chapter 1 uses a
legislative change in the sick benefit replacement rate to identify the effect of the level of sickness insurance
on take-up, and the effect of sick benefit take-up on employees’ and their colleagues prospective health
outcomes. Chapter 2 documents the empirical observation, that pregnant women spend less time on sick
leave when their supervisor is a parent – a suggestive evidence for parent supervisors providing working
conditions to mother-to-bes that incentivize them to keep working longer. The third chapter, co-authored
with Gergely Hajdu, investigates the effect of a health shock on managers’ employment outcomes and
employment practices.

Chapter 1: The Real Price of Saving on Sickness Benefits: Effects on Employees' and their
Colleagues' Health Outcomes
Using a Hungarian linked employer-employee dataset containing health information, and a change in the
sickness benefit scheme, I estimate the elasticity of sick leave take-up with respect to the benefit replacement
rate. Using this as an instrument, I quantify the effect of sickness insurance on individuals' health outcomes,
and on their co-workers' health outcomes. According to my results, benefit take-up decreased significantly
as a result of the administrative decrease in replacement rates. The elasticity of sickness benefit take-up with
respect to the replacement rate is 1.3 around the legislation change used for identification. However, I find
no evidence for this decrease in sick benefit take-up raising prospective health expenditures, meaning that
there is no evidence for an increase in presenteeism for the average worker. I find colleagues' health
outcomes to be unaffected as well.

Chapter 2: You Make Me Sick: The Link Between Mother-to-bes' Sick Benefit Take-up and
Their Employers' Parental Status
Using a linked employer-employee dataset, I show that pregnant women spend 11 days less on sick leave
during their pregnancy if their superior is a parent. I interpret this result as a suggestive evidence of two
phenomena. First, the length of sickness leave before giving birth is not entirely decided by health related
factors, as it should be the case according to the legislation, but is, instead, heavily influenced by the motherto-be's and her employer's decisions. Second, parent supervisors provide working conditions to mother-tobes that incentivize them to keep working longer. To ensure that the results are not driven by a self-selection
issue of employees with a tendency for higher sick leave take-up avoiding parent leaders, I carry out a

placebo test, and find that the parental status of leaders has no effect on the sick leave take-up of male
employees.

Chapter 3: The Effect of Managers' Health Shocks on Employment Practices
joint with Gergely Hajdu
We investigate the effect of managers' health shocks on the separation rate of their employees. Our
hypothesis is that previous illness experience of division leaders at a company may affect their attitudes
towards employees. To test our hypothesis, we measure changes in the separation rate of employees assigned
to managers before and after the managers' illness episodes. Our results show that employee separation rate
increases in the manager's employee pool after the manager's illness by 8%, a phenomenon mostly driven
by an increase in the number of dismissals, as opposed to an increase in the number of employees leaving
the firm voluntarily. We provide a descriptive analysis of managers' own employment outcomes as well.
We find that adverse employment effects are present even four years after the illness episode. While 18.23%
of previously ill managers has no job by this time, the corresponding ratio is only 13.02% for the control
group, and this difference is almost entirely coming from the difference in their likelihood of having a
manager position. Conditional on staying at the firm, managers' wage decreases by 13.4% following the
year of illness, compared to the wage evolution of their matched healthy counterparts.
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