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The Economic Benefits of Paid Leave: Fact Sheet

Paid Family and Medical Leave

Paid family and medical leave allows workers to avoid having to choose between caring for their
families and keeping their jobs.

» Providing workers with paid family and medical leave ensures that they are able to take extended
leave, with pay, to care for a new child, recover from a serious illness or care for an ill family
member, and that they are able to return to their job afterward.

» Economic studies have shown that access to paid family leave significantly increases the
likelihood that workers will return to their jobs instead of dropping out of the labor force or
spending time out of work to search for a new job.*

» Workers are more likely to maintain their pre-leave wage level if they stay with the same
employer than if they must find a new job. That can raise their long-term earnings.’

Paid leave improves financial security for many disadvantaged groups that cannot afford to take
unpaid leave.

» Currently, workers who are able to take advantage of unpaid leave are typically more educated
and wealthier.?

» Recent research on California’s paid leave policy has found that making paid leave more broadly
available has especially helped minority women, those with less education, and unmarried
women be able to afford to take more leave.*

» Paid leave can reduce the financial burden of illness that has been shown to lead to bankruptcies.
Past research has found that a significant share of families that file for bankruptcy—25 percent
of dual-income families and 13 percent of single-parent families—do so after missing two or
more weeks of work because they were sick or were caring for an ill family member,
circumstances that would be covered by a paid family and medical leave policy.’

Increasing access to paid leave can help children get a strong start in life.

» Numerous studies have shown how critical the early childhood period is to making sure children
have the opportunity to succeed.

» Research shows that mothers’ access to leave can have a positive impact on their children’s
health and development, and it can even affect long-term educational and earnings outcomes for
children.’
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Offering paid leave improves business productivity by boosting employee morale and making it easier
for businesses to retain skilled workers.

» Businesses gain from retaining workers with firm-specific knowledge and skills, and from not
having to bear the sizable costs of finding and training new employees. They benefit from
increased productivity and higher levels of employee satisfaction.®

» The median cost to employers of having to replace an employee is estimated to be about 21
percent of that employee’s annual salary.’

» A survey of employers affected by California’s paid family leave initiative found that only a
small pcl)gtion (fewer than 10 percent) reported adverse effects on profitability, turnover and
morale.

Paid leave supports economic growth.

» The economy benefits from increasing access to paid leave because it helps workers stay in jobs
that are a good match for them and where they have developed skills, which increases overall
productivity.'*

> Paid leave has been shown to increase labor force participation and employment-to-population
ratios, especially for women.*?

» The combination of increased productivity and labor force participation bolsters economic
growth.

Paid leave can reduce reliance on public assistance.

» According to one study, women who return to work after taking paid leave are about 40 percent
less likely to receive public assistance in the year after giving birth than women who keep
working and have no leave at all.™

Paid Family and Medical Leave and Women’s Earnings

Paid leave can help to close the gender pay gap by increasing women’s attachment to the labor force
and raising their long-term earnings trajectories.

» More than ever, families depend on women’s earnings. In 2013, nearly two-thirds of families
relied entirely or in part on a mother’s income, and 45 million children lived with a mother who
was in the labor force."*

» On average, women’s earnings still lag behind men’s, which has consequences for the economic
security of women and their families.

» Many factors affect the gap between men and women’s pay, including the time women spend out
of the workforce for caregiving responsibilities.'®
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» Women with access to paid leave are significantly more likely to return to their pre-leave
employer and to maintain their pre-leave wages. They are able to build more tenure and
experience in theirg'obs and maintain good job matches. This can raise their earnings and help
close the pay gap.!

= One study found that, in California, a statewide paid family leave policy that took effect
in 2004 led to women with infants taking more leave, especially among economically
disadvantaged mothers. The study also found that the policy may have helped women
maintain or even increase their weekly hours among those with 1- to 3-year-old
children.”

= Another study found that new mothers with access to paid maternity leave were more
likely to return to the workforce across multiple countries (United States, Great Britain
and Japan).'®

> Research suggests one major reason the United States fell from 6" among OECD countries in
female labor force participation in 1990 to 17" in 2010 is that the United States has not kept up
with other nations in adopting family-friendly policies including paid leave.*®

» Across OECD countries, each additional week of paid maternity leave is associated with an
increase in labor force participation among young women ages 20 to 34 of about two-thirds of a
percentage point.?

Paid Sick Leave

Allowing employees to earn paid sick leave reduces “presenteeism,” or going to work while sick,
which is bad for businesses and potentially harmful to workers.

» Employees who go to work sick are less productive and risk spreading contagious diseases to
other employees and customers. Paid sick leave gives employees time to recover without having
to worry about losing wages or their jobs.*

» A study on the 2009 H1N1 pandemic found that, after the pandemic’s peak, employee absences
fell more rapidly among public-sector workers, who were more likely to have access to paid sick
leave, than among private-sector workers.?

Expanding access to paid sick leave would increase financial security among those who cannot
otherwise afford to take time off for medical reasons.

» Lower-wage workers are less likely to be able to afford a day without pay and are often in danger
of losing their jobs if they take time off for personal or family illness. Working mothers, who are
more likely to be responsible for their family’s health and well-being, benefit greatly from
having paid sick leave.?

» A 2010 JEC report found that half of working mothers must miss work if their child is sick
compared to only 30 percent of working fathers. In addition, minority workers and workers in
many occupations with critical public health implications, including food service and child care,
are less likely to be in jobs that currently offer paid sick leave. These workers would benefit
greatly from increasing access to paid leave.?
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Employees with access to paid sick leave are more likely to receive preventive care, which is proven to
reduce long-term health care costs.

>

Preventive care plays a vital role in boosting the overall health of the workforce and improving
long-term productivity and economic growth. Increasing the use of preventive care also helps to
reduce long-term health care costs.?

One study found that workers with access to paid sick leave were more likely to undergo certain
preventive procedures (including mammograms and endoscopies) at recommended intervals. The
same study indicated that those workers were also more likely to have seen a doctor during the
previous 12 months.?®

Providing paid sick leave benefits businesses by boosting productivity, making workplaces more
attractive for potential employees and increasing retention.

>

>

Paid sick leave can reduce employers’ overall costs by containing potential disease outbreaks
and allowing workers to recover faster and return to work more productive.*’

According to one survey, two-thirds of human resource managers said that policies that support
families and promote a healthy work-life balance are the most important factor in attracting and
retaining employees.?

About two-thirds of 251 employers surveyed in Connecticut reported that implementing a paid
sick leave program either did not increase their costs (47 percent) or increased them by less than
two percent (19 percent).?®

Concerns about workers abusing paid sick days are largely unfounded.

» The same survey of Connecticut employers also found that employees did not abuse the paid sick

leave policy. Only two-thirds of eligible employees used their earned leave, and on average,
worke353 used only four paid sick days during the year—just over half of the days available to
them.

Prepared by the Democratic Staff of the Joint Economic Committee



The Economic Benefits of Paid Leave: Fact Sheet 5

Sources

! Eileen Appelbaum and Ruth Milkman, “Leaves That Pay: Employer and Worker Experiences with Paid Family Leave in
California,” Center for Economic and Policy Research (2011), http://www.cepr.net/documents/publications/paid-family-
leave-1-2011.pdf; Charles L. Baum II, “The Effects of Maternity Leave Legislation on Mothers” Labor Supply after
Childbirth,” Southern Economic Journal, 69 (4) (2003), http://www.jstor.org/stable/1061651.

2 Joyce P. Jacobsen and Laurence M. Levin, “Effects of intermittent labor force attachment on women’s earnings,” Monthly
Labor Review, Bureau of Labor Statistics (1995), http://www.bls.gov/mlr/1995/09/art2full.pdf; Lynda Laughlin, “Maternity
Leave and Employment Patterns of First-Time Mothers: 1961-2008,” U.S. Census Bureau (2011),
http://www.census.gov/prod/2011pubs/p70-128.pdf.

¥ Council of Economic Advisers, “The Economics of Paid and Unpaid Leave” (June 2014),
http://www.whitehouse.gov/sites/default/files/docs/leave_report_final.pdf; Institute for Women’s Policy Research, “Paid
Parental Leave in the United States,” Barbara Gault, Heidi Hartmann, Ariane Hegewisch, Jessica Milli and Lindsey Reichlin,
http://www.iwpr.org/publications/pubs/paid-parental-leave-in-the-united-states-what-the-data-tell-us-about-access-usage-
and-economic-and-health-benefits.

* Maya Rossin-Slater, Christopher Ruhm and Jane Waldfogel, “The Effects of California’s Paid Family Leave Program on
Mothers’ Leave-Taking and Subsequent Labor Market Outcomes,” Institute for the Study of Labor, Discussion Paper No.
6240 (December 2011), http://ftp.iza.org/dp6240.pdf.

® Elizabeth Warren and Amelia Warren Tyagi, The Two-Income Trap: Why Middle-Class Mothers and Fathers Are Going
Broke (New York: Basic Books, 2003), cited in Center for American Progress, “The Economic Benefits of Family and
Medical Leave Insurance,” Heather Boushey, Ann O’Leary and Alexandra Mitukiewicz, (December 12, 2013),
https://www.americanprogress.org/issues/economy/report/2013/12/12/81036/the-economic-benefits-of-family-and-medical-
leave-insurance/.

® Council of Economic Advisers, “The Economics of Paid and Unpaid Leave” (June 2014),
http://www.whitehouse.gov/sites/default/files/docs/leave_report_final.pdf; Institute for Women’s Policy Research, “Paid
Parental Leave in the United States,” Barbara Gault, Heidi Hartmann, Ariane Hegewisch, Jessica Milli and Lindsey Reichlin,
http://www.iwpr.org/publications/pubs/paid-parental-leave-in-the-united-states-what-the-data-tell-us-about-access-usage-
and-economic-and-health-benefits

" Jody Heymann, Amy Raub and Alison Earle, “Creating and Using New Data Sources to Analyze the Relationship Between
Social Policy and Global Health: The Case of Maternal Leave,” Public Health Reports, VVolume 126 (2011),
http://www.publichealthreports.org/issueopen.cfm?articlelD=2734; Pedro Carneiro, Katrine V. Loken and Kjell G. Salvanes,
“A Flying Start? Maternity Leave Benefits and Long Run Outcomes of Children,” Institute for the Study of Labor,
Discussion Paper 5793 (June 2011), http://ftp.iza.org/dp5793.pdf.

& Council of Economic Advisers, “The Economics of Paid and Unpaid Leave” (June 2014),
http://www.whitehouse.gov/sites/default/files/docs/leave_report_final.pdf; Institute for Women’s Policy Research, “Paid
Parental Leave in the United States,” Barbara Gault, Heidi Hartmann, Ariane Hegewisch, Jessica Milli and Lindsey Reichlin,
http://www.iwpr.org/publications/pubs/paid-parental-leave-in-the-united-states-what-the-data-tell-us-about-access-usage-
and-economic-and-health-benefits; Center for American Progress, “The Economic Benefits of Family and Medical Leave
Insurance,” Heather Boushey, Ann O’Leary and Alexandra Mitukiewicz, (December 12, 2013),
https://www.americanprogress.org/issues/economy/report/2013/12/12/81036/the-economic-benefits-of-family-and-medical-
leave-insurance/

% Center for American Progress, “There are Significant Business Costs to Replacing Employees,” Heather Boushey and Sarah
Glynn (2012), https://www.americanprogress.org/issues/labor/report/2012/11/16/44464/there-are-significant-business-costs-
to-replacing-employees/.

10 Eileen Appelbaum and Ruth Milkman, “Paid Family Leave Pays Off in California,” Harvard Business Review (January 19
2011), http://blogs.hbr.org/2011/01/paid-family-leave-pays-off-in/.

Prepared by the Democratic Staff of the Joint Economic Committee



The Economic Benefits of Paid Leave: Fact Sheet 6

U Tnstitute for Women’s Policy Research, “Paid Parental Leave in the United States,” Barbara Gault, Heidi Hartmann, Ariane
Hegewisch, Jessica Milli and Lindsey Reichlin, http://www.iwpr.org/publications/pubs/paid-parental-leave-in-the-united-
states-what-the-data-tell-us-about-access-usage-and-economic-and-health-benefits.

12 Christopher J. Ruhm, “The Economic Consequences of Parental Leave Mandates: Lessons from Europe,” The Quarterly
Journal of Economics, Vol. 113 (1) (1998), http://libres.uncg.edu/ir/uncg/f/C_Ruhm_Economic_1998.pdf; Christopher J.
Ruhm, Jackqueline L. Teague, “Parental Leave Policies in Europe and North America,” National Bureau of Economic
Research, Working Paper No. 5065 (1995), http://www.nber.org/papers/w5065.

13 Linda Houser and Thomas P. Vartanian, “Pay Matters: The Positive Economic Impacts of Paid Family Leave for Families,
Businesses and the Public, Rutgers Center for Women and Work (January 2012), http://smir.rutgers.edu/paymatters-
cwwreport-january2012.

1 Joint Economic Committee, “Mother’s Day 2014: An Update on the Importance of Mothers for Family Economic
Security” (May 2014), http://www.jec.senate.gov/public/?a=Files.Serve&File_id=feebad86-1d0d-48ef-9f8f-8b033325f29d.

1> National Women’s Law Center, “Explaining the Wage Gap” (April 4, 2013), http://www.nwlc.org/resource/explaining-
wage-gap; Pew Research Center, “On Pay Gap, Millennial Women Near Parity-For Now” (December 11, 2013),
http://www.pewsocialtrends.org/2013/12/11/on-pay-gap-millennial-women-near-parity-for-now/

18 Jane Waldfogel, “Understanding the ‘Family Gap’ in Pay for Women with Children,” The Journal of Economic
Perspectives, Vol. 12, No. 1 (Winter 1998), http://www.jstor.org/stable/pdfplus/2646943.pdf?acceptTC=true; Institute for
Women’s Policy Research, “Paid Parental Leave in the United States,” Barbara Gault, Heidi Hartmann, Ariane Hegewisch,
Jessica Milli and Lindsey Reichlin, http://www.iwpr.org/publications/pubs/paid-parental-leave-in-the-united-states-what-the-
data-tell-us-about-access-usage-and-economic-and-health-benefits; Center for American Progress, “The Economic Benefits
of Family and Medical Leave Insurance,” Heather Boushey, Ann O’Leary and Alexandra Mitukiewicz, (December 12, 2013),
https://www.americanprogress.org/issues/economy/report/2013/12/12/81036/the-economic-benefits-of-family-and-medical-
leave-insurance/.

" Maya Rossin-Slater, Christopher Ruhm and Jane Waldfogel, “The Effects of California’s Paid Family Leave Program on
Mothers’ Leave-Taking and Subsequent Labor Market Outcomes,” Institute for the Study of Labor, Discussion Paper No.
6240 (December 2011), http://ftp.iza.org/dp6240.pdf.

18 Jane Waldfogel, Yoshio Higuchi and Masahiro Abe, “Family Leave Policies and Women’s Retention after Childbirth:
Evidence from the United States, Britain, and Japan,” Journal of Population Economics, Vol. 12, No. 4 (November 1999),
http://www.jstor.org/discover/10.2307/20007648?sid=21105655508683&uid=2&Uuid=70&uid=3739256 &uid=3739808&uid
=2129&uid=4.

1 Francine D. Blau and Lawrence M. Kahn, “Female Labor Supply: Why is the US Falling Behind?” Institute for the Study
of Labor (January 2013), http://ftp.iza.org/dp7140.pdf.

% C R. Winegarden and Paula M. Bracy, “Demographic Consequences of Maternal-Leave Programs in Industrial Countries:
Evidence from Fixed-Effects Models,” Southern Economic Journal, Vol. 61, No. 4 (April 1995),
http://www.jstor.org/stable/1060738.

2! Joint Economic Committee, “Expanding Access to Paid Sick Leave: The Impact of the Healthy Families Act on America’s
Workers” (March 2010), http://www.jec.senate.gov/public/index.cfm?a=Files.Serve&File_id=abf8aca7-6b94-4152-b720-
2d8d04b81ed6; Council of Economic Advisers, “The Economics of Paid and Unpaid Leave” (June 2014),
http://www.whitehouse.gov/sites/default/files/docs/leave_report_final.pdf.

22 Institute for Women’s Policy Research, “Sick at Work: Infected Employees in the Workplace during the HIN1 Pandemic,”
Robert Drago and Kevin Miller (January 2010), http://www.iwpr.org/publications/pubs/sick-at-work-infected-employees-in-
the-workplace-during-the-h1nl-pandemic.

28 Joint Economic Committee, “Expanding Access to Paid Sick Leave: The Impact of the Healthy Families Act on America’s
Workers” (March 2010), http://www.jec.senate.gov/public/index.cfm?a=Files.Serve&File_id=abf8aca7-6b94-4152-b720-
2d8d04b81ed6; Council of Economic Advisers, “The Economics of Paid and Unpaid Leave” (June 2014),
http://www.whitehouse.gov/sites/default/files/docs/leave_report_final.pdf.

Prepared by the Democratic Staff of the Joint Economic Committee



The Economic Benefits of Paid Leave: Fact Sheet 7

# Joint Economic Committee, “Expanding Access to Paid Sick Leave: The Impact of the Healthy Families Act on America’s
Workers” (March 2010), http://www.jec.senate.gov/public/index.cfm?a=Files.Serve&File_id=abf8aca7-6b94-4152-b720-
2d8d04h81ed6.

% United States Surgeon General, “Economic Benefits of Preventing Disease,” National Prevention Strategy (June 2011),
http://www.surgeongeneral.gov/initiatives/prevention/strategy/appendix1.pdf.

% A Peipins, A. Soman, Z. Berkowitz and M.C. White “The lack of paid sick leave as a barrier to cancer screening and
medical care-seeking: results from the National Health Interview Survey,” BMC Public Health (July 2012),
http://www.ncbi.nlm.nih.gov/pubmed/22788387.

%7 Joint Economic Committee, “Expanding Access to Paid Sick Leave: The Impact of the Healthy Families Act on America’s
Workers” (March 2010), http://www.jec.senate.gov/public/index.cfm?a=Files.Serve&File_id=abf8aca7-6b94-4152-b720-
2d8d04b81ed6; Council of Economic Advisers, “The Economics of Paid and Unpaid Leave” (June 2014),
http://www.whitehouse.gov/sites/default/files/docs/leave_report_final.pdf.

%8 Joan Williams, Unbending Gender: Why Work and Family Conflict and What to Do About It (Oxford University Press,
2001), cited in Council of Economic Advisers, “The Economics of Paid and Unpaid Leave” (June 2014),
http://www.whitehouse.gov/sites/default/files/docs/leave_report_final.pdf.

 Eileen Appelbaum, Ruth Milkman, Luke Elliot and Teresa Kroeger, “Good for Business? Connecticut’s Paid Sick Law,”
Center for Economic and Policy Research (2014), http://www.cepr.net/documents/good-for-buisness-2014-02-21.pdf.

% 1hid.

Prepared by the Democratic Staff of the Joint Economic Committee



