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Letter from BPC Task Force on

Paid Family Leave

We applaud Congress for recently providing 12 weeks of paid parental leave to
more than two million moms and dads who serve as federal employees. We've all
become accustomed to lamenting the divided and paralyzed state of our politics.
But on paid family leave—an important ‘kitchen table’ issue that could make an
immediate difference to millions of Americans—bipartisan consensus is building.

Growing interest in paid leave reflects a broad recognition that, despite a

strong economy and low unemployment, many American families today are
struggling. That’s partly because seismic social and economic shifts have made
it increasingly difficult to juggle the demands of work and family life. The great
majority of American households are headed by dual-working parents or a
single-working parent. Most mothers (70 percent of women with children below
the age of 18) are in the workforce, and one in four new mothers return to work
less than two weeks after giving birth. At the same time, more Americans than
ever—by some estimates as many as 40 million—are providing care to elderly
relatives and other family members who are sick or need support.

When Congress passed the Family and Medical Leave Act in 1993, it was an
early recognition that America’s working families needed help. Today, more
than a quarter of a century later, it is time to do more. For one thing, the Act
simply doesn’t cover enough workers: with so many people employed by small
businesses, or self-employed, or in non-traditional work arrangements, as much
as 40 percent of the U.S. workforce does not qualify for FMLA protections to
deal with for parental, family caregiving or medical needs. Even among those
who do qualify, many simply cannot afford to take unpaid leave. In fact, only
19 percent of American workers now have defined paid family leave benefits
through their employer. Among low-wage and hourly workers—precisely the
workers who are least likely to be able to afford going without a paycheck for

a period of time—the fraction with access to employer-provided paid leave is
even smaller.

Given these realities, we need to strengthen our nation’s leave policies. Growing
numbers of states are considering or adopting new policies and several large
companies have begun offering expanded leave benefits for their employees.
But the federal government also has a role to play in addressing some of the
shortcomings in our current system and extending leave protections to ensure
that more working families have a fighting chance to achieve financial security
while also providing the care their loved ones need.



Any new national paid leave program should be designed with a couple of key
facts in mind:

« TheU.S.economy has changed. Single-parent and dual-working households
are on the rise and significantly more caregivers are in the workforce.

» The private sector alone cannot address the needs of working families.
While many employers are stepping up to provide paid leave, most of these
leave programs benefit higher-wage workers.

« Meaningful wage replacement. We have learned from state paid leave
programs that wage replacement needs to be substantial enough to ensure
all workers have enough resources to take time to focus on family, especially
low-wage workers for whom the replacement should equal at least 75 percent
of average weekly wages for workers 200 percent of the poverty line and below.

- Expanding job protection beyond FMLA. As we've seen in states with paid
family leave programs, workers who need paid family leave the most often
do not take it for fear of losing their job.

« Benefit men and women equally. We know that long-term outcomes for
children improve with caregiving from both parents and want to promote
paternal engagement and ensure women are not subjected to hiring and
workplace bias.

- Impacts on small business. Small businesses provide a path to economic
mobility and security for millions of workers and contribute in important
ways to community cohesion. Paid family leave programs can be designed
so all small business employees benefit without overburdening the business
financially or administratively, as we have seen in state policy design.

- Maintain millennial workforce participation. As the largest working
segment of America, today’s young people are balancing new challenges—
they are the largest segment of child-bearing age and include more dual-
worker families. They also work in new sectors (non-traditional work and the
gig economy) and are seeking more flexible work environments to manage
home and work demands.

At a time when many Americans are losing faith in the ability of elected leaders to
work together in ways that respond to their real needs, the symbolic and practical
value of action on paid family leave is hard to overstate. The attached paper
provides core information on the topic and we hope will serve as a useful tool. We
look forward to working with policymakers and stakeholders alike and remain
optimistic that we can reach agreement on a national paid family leave program.

Sincerely,

Ol 0t~ P (e (o UG

Chris Dodd Rick Sa Maria Contreras-Sweet
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Introduction

n little more than a generation, profound social and economic shifts have
transformed the lives of working Americans and created new challenges for
American families. A confluence of trends—the rising participation of
women in the labor force; an increasing number of single-parent and dual
worker households; the growth of non-traditional employment; higher living
costs, especially in many urban areas; unaffordable or inaccessible quality
childcare; and the loss of stable, high-quality, middle-wage jobs—has greatly
increased the difficulty of balancing work and family commitments for millions
of Americans. Because it is no longer possible for many to support a family on a
single income, far fewer households have the flexibility to forego paid
employment to meet caregiving demands.

Without paid family leave, many Americans, when faced with a significant
caregiving challenge—whether because of the birth or adoption of a child; the
need to care for a young child or elderly relative, or in some instances both;

or their own medical illness or disability—find themselves in an untenable
situation. They can’t meet their caregiving responsibilities while working, but
they also can’t afford to take unpaid leave or lose their job. Not surprisingly,
these trade-offs are especially difficult for low-income households.

Passage of the landmark Family and Medical Leave Act (FMLA)!in 1993 was
prompted by a recognition that the paradigm of a two-adult household, in which
just one adult worked full-time and one adult was available to meet family

care responsibilities, was changing rapidly. By the early 1990s, nearly three-
quarters of women between the ages of 25 and 54 were in the workforce—up



from about 50 percent in 1970,2 while the share of women with children who
worked outside the home had grown even more dramatically.® But the FMLA
guarantees only job-protected leave—it does not provide or mandate pay while
on leave. The FMLA also covers only a portion (approximately 60 percent) of
the workforce.* Moreover, according to the most recent national FMLA survey,
about 46 percent of workers who needed leave, but didn't take it, reported not
taking leave because they couldn’t afford to lose income. As a result, these
workers might have been unable to provide care at a critical time, such as in the
weeks following the birth of new child, or they might have delayed their own,
much-needed medical care. A quarter century after the FMLA was adopted,

it has become clear that current leave policies are not keeping up with the
realities that confront millions of working American families.

Throughout this paper, we refer to three types of paid family leave benefits:

1. Parental leave — time to bond with a newborn, newly adopted, or newly
fostered child.

2. Family caregiver leave — time to care for a seriously ill or injured
family member.

3. Medical leave — time to recover from a serious health issue that makes the
employee unable to perform the functions of his or her position.

Approximately 19 percent of American workers are covered by a defined paid
family leave benefit according to the Bureau of Labor Statistics (BLS).> These
benefits are offered by employers. Significantly more Americans have access to
medical leave through short-term disability policies, but these policies cover
only time needed to take care of one’s own qualifying medical condition—they
do not cover family leave or parental leave for fathers or non-birth mothers.
Access to all types of paid leave is lower for Black and Latino, less-educated,
lower-paid, and part-time workers.®
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The three sections that follow describe the factors that are elevating the need
for paid family leave for American workers. The first section describes recent
changes in the U.S. workforce and discusses how these changes interact

with caregiving needs to create new challenges for families. The next section
outlines the case for instituting a national paid family leave policy as a way
to improve economic productivity and labor force participation, increase
families’ financial security, promote gender equity in the home and workforce,
and support children’s early development. The third section summarizes
current state and federal policy on paid family leave, reviews recent proposals
to strengthen leave policies, and discusses public attitudes on this topic,
especially among millennials.

60



1. Why Family Leave Matters

1.1 THE CHANGING
AMERICAN ECONOMY

Despite strong growth in the U.S. economy over the last decade, and currently
record low levels of unemployment, many Americans are still struggling.
Larger structural shifts, including notably the loss of many middle-skill
manufacturing jobs, have reshaped the economy, concentrating wage gains

in high-skill occupations that typically require a postsecondary education.
Workers without a college degree, on the other hand, face a labor market in
which jobs that provide stable hours and benefits, and sufficient pay to support
a family on a single income, are increasingly rare. In some parts of the country,
such jobs have nearly disappeared altogether. Meanwhile, wages for low-skill
work have only recently showed signs of increasing, despite a tight job market.

The economy in other words, has become increasingly polarized, providing
ample rewards and opportunity to some workers, but increasing financial
insecurity for millions of working families, which—faced with stagnant
income and rising costs for many essentials such as housing and quality
childcare®—have had to change the way they balance work and caregiving. As
aresult, today’s America is characterized by dual-worker households, working
mothers, and more low-wage workers balancing multiple part-time jobs that
often don'’t provide traditional employee benefits.

Currently, women account for nearly half—47 percent—of the roughly 160
million people in the U.S. workforce.’ This is a 10 percent increase from the
1970s.1° In contrast to previous generations, many working women also have
children at home. In 2017, 70 percent of mothers with children under the age

of 18 were working, up from 47 percent in the 1970s." Compared to earlier
generations, a much larger number of women with children (40 percent in 2017)
were also the sole or primary breadwinner in their household.'

Changing social norms and family structures also affect the needs of the
modern workforce with respect to leave. The share of children in one-parent
households has continued to increase over time, reaching approximately 26
percent in 2014. At the same time, the share of births outside of marriage has
continued to rise across all demographic groups, to an overall figure of 40
percent in 2014.%
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As a result of these trends—the rise of women'’s labor force participation and
an increase in the number of single-parent households—nearly two-thirds

of American children under age 6 are living in households where all resident
parents are working. These families face particular challenges balancing work
and caregiving demands, especially when their financial resources are limited
and when they rely on the kinds of low-wage, often part-time or non-traditional
jobs that are least likely to offer employer-provided leave.

Figure 2: Civilian Labor Force by Sex, 1948-2019 Annual Averages
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Figure 3: Share of Dual and Single Parent Households Over Time

0,
00 m— N e—— N SN

90%

1970 1980 1990 2000 2010 2018

80%

70%

60%

50%

40%

30%

20%

10%

0%

. No Parent One Parent . Two Parents

Source: U.S. Census Bureau™

1



12

Figure 4: Female Labor Force Participation Over Time, 1975-2018
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For the reasons noted above, the number of Americans working low-wage jobs with
meager benefits has also been growing. According to one estimate, approximately 53
million Americans—44 percent of all U.S. workers ages 18-64—are working in low-
wage occupations with a median hourly wage of $10.22 and median annual earnings
of $17,950.% Given that the service sector as a whole is projected to grow faster than
other sectors, this share is expected to increase, even in the context of a strong
economy and low overall unemployment.??



Non-traditional work arrangements also complicate the task of designing
policies to provide benefits to workers. “Gig economy” jobs, such as driving for
Uber, have drawn considerable media attention but in fact account for only

a small share of such arrangements, which commonly include temporary

help agency workers, on-call workers, contract workers, and independent
contractors or freelancers. Studies indicate that most workers in these jobs

use them to supplement their income, but lower educational attainment is
correlated with higher dependence on income derived from alternative sources
(in other words, less educated workers are likely to be more dependent on
non-traditional jobs).?® And typically, these do not receive traditional non-wage
benefits (e.g., health insurance, leave, retirement savings, etc.). Those who
solely rely on non-traditional work for income are unlikely to be eligible for
FMLA job-protected leave given the law’s strict requirements concerning hours
worked for single employer.

1.2 NEW CAREGIVING DEMANDS

As a result of the economic and social trends discussed in the foregoing section,
the ‘typical’ American household is now one in which all resident adults work.
Without a stay-at-home parent, working families, especially if they are low- or
middle-income, have little flexibility to provide home-based care for a new baby,
a sick child, or an elderly relative without jeopardizing the jobs and income on
which the family’s financial security depends.

Lack of parental leave, in particular, is squeezing new families across the
country, especially new parents, most of whom are part of the millennial
generation. In 2018, the number of people having children in the United States
dropped to a historic low. Total births declined 2 percent between 2016 and
2017, to an overall rate of 60.2 births per 1,000 women ages 15 to 44. This
decline continued a general downturn that started with the Great Recession
of 2008. As a result, America’s fertility rate is now the lowest it’s been in

30 years.?* While new research shows that millennials are building strong
families and driving down the divorce rate,? they are having significantly
fewer children. Many cite costs—specifically, the lack of paid family leave and
the cost of child care, as well as lack of time to provide meaningful care—as
the main reasons why they are having fewer children than they would like.?
Millennials are almost twice as likely as the baby boomer generation to have
their spouse or partner working outside the home.?” A declining birth rate, if it
persists, could significantly affect the U.S. economy and the country’s ability to
care for an aging population.

13
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For many families, the aging of the baby boomer generation means that
many workers are joining the so-called sandwich generation. That is, they
are providing informal care for older relatives while they still have children
at home. A 2018 study by the AARP found that nearly 40 million Americans
provide support for their aging loved ones. Of these 40 million caregivers,
nearly half are sandwich generation caregivers and about one in seven is
providing financial support to both an aging parent and a child. At present,
more than 10 million millennials are family caregivers, and every year 1.2
million millennial women give birth for the first time.?

These caregiving demands are forcing some to leave the workforce to take on
informal or unpaid caregiving responsibilities despite a desire to continue
earning.? RAND Corporation has estimated that Americans currently spend
over 30 billion hours per year providing informal care to elderly relatives and
friends. According to RAND, the annual opportunity cost of providing this
unpaid care, based on 2011 and 2012 data, totals $522 billion.

With caregiving demands for the elderly expected to continue growing as the
population ages, paid family leave also remains a source of significant support
for adults caring for sick or injured children. According to the Department

of Labor’s FMLA survey, around 1.8 million workers per year—or nearly 40
percent of all workers who take caregiver leave—take leave to care for a sick or
injured child. Research shows that children recover faster when their parents
are present: according to one study, for example, the presence of a parent can
shorten a child’s hospital stay by 31 percent.?°

Among workers who use FMLA protections, medical leave is the most cited
reason. According to the most recent national study of the program, 55 percent
of workers who took FMLA leave did so to care for a serious personal health
condition. Not surprisingly, access to paid medical leave varies by occupation,
income, and firm characteristics. Today, 40 percent of all workers have access
to short-term disability—that is, employer- or state-provided benefits for

a non-work-related injury or illness (typical coverage per disability is 6—12
months). Among lower-wage workers (i.e., workers in the lowest quartile of
earnings), however, only 20 percent can access short-term disability (compared
to 54 percent of workers with earnings in the highest quartile). Research on
existing short-term disability and state-paid medical leave programs suggests
that a new paid family leave policy, by providing critical support to workers
who would otherwise be at higher risk of eventually claiming Social Security
disability benefits, could substantially reduce the probability of prolonged
workforce separation.*



2. The Case for Paid Family Leave

2.1 GAPS IN CURRENT LEAVE POLICIES

Approximately 19 percent of American workers are covered by a defined paid
family leave benefit according to BLS.* These benefits are offered by employers.
Significantly more Americans have access to medical leave through short-term
disability policies, but these policies cover only time needed to take care of one’s
own qualifying medical condition—they do not cover family caregiving leave or
parental leave for fathers or non-birth mothers. Access to all types of paid leave
is lower for Black and Latino, less-educated, lower-paid, and part-time workers.3*

While access to paid family leave is not widespread, it is especially unlikely to be
available to low-wage and part-time employees. For example, only 6 percent of
workers with earnings in the lowest 10 percent of weekly wages can access paid
family leave. By contrast, more than a third (34 percent) of workers with earnings
in the highest 10 percent of weekly wages have access to paid family leave.®

Although very few workers have access to a defined paid family leave benefit,
many Americans combine different types of paid leave—vacation, sick days,
etc.—to cover time away from work. A recent study using Department of
Labor data shows that more than 66 percent of Americans who took time off
for parental, family caregiving, or personal medical leave continued to receive
pay from their employers.3® The study finds that workers who cobbled together
family leave using other leave policies were paid most frequently through a
general paid time off benefit (69.3 percent), personal days (35.5 percent), or
temporary disability insurance (21.4 percent). These results are consistent
with a 2017 study by the Pew Research Center.*” Such strategies can be costly
in other ways, however, particularly for working parents and their children.
Researchers find that the depletion of sick time and vacation days to cover
parental caregiving responsibilities has a significant impact on infant well-
visits and care.3®

Faced with growing family caregiving needs, access to paid family leave is a
critical issue, particularly for the millions of families who struggle to make
ends meet even with all adults in the workforce. Many of these families rely

on income from multiple, low-wage jobs that offer meager employer-provided
benefits. Indeed, the Pew survey found a sharp divide in access to paid family
leave benefits between higher- and lower-wage workers. Among leave-takers
with household incomes above $75,000 per year, nearly three-quarters received
some pay while on leave; at household income between $30,000 and $75,000
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per year, the fraction was 60 percent. Among leave-takers with household
income below $30,000 per year, however, only 37 percent received some pay
while on leave and nearly half of those who took unpaid or partially paid
parental leave reported going on public assistance to help cover lost wages.
About three in ten lower-income workers said they were unable to take leave
when they needed or wanted to in the last two years. And among these workers,
the loss of wages or income was overwhelmingly cited as the main reason for
not taking leave.*

Besides its immediate impact on the day-to-day finances and caregiving
challenges that confront working families, there are broader policy rationales
for addressing paid family leave at the federal level. The remainder of this
section focuses on two issues in particular: (1) economic productivity and the
gender pay gap and (2) the benefits of paid parental leave in terms of early
child development.

2.2 ECONOMIC PRODUCTIVITY AND
THE GENDER PAY GAP

Research on the effect of family and medical leave insurance points to several
broader economic benefits, including increased labor-force participation,
improved employee retention and productivity, and increased lifetime earnings
and retirement security, especially for women.*° Several studies that have
examined the impact of different leave policies in Europe and the United
States generally find that increased flexibility to take care of a family member
or recover from an illness can increase labor-force attachment, particularly for
women. For example, a paper by Ruhm and Teague finds that paid parental
leave policies reduce the overall unemployment rate for all workers and lead to
higher rates of labor-force participation.! A California study using 2009 and
2010 data on employment found that workers in low-quality jobs who used
family leave insurance were far more likely to return to the same employer
after taking leave than workers who did not use, or did not have access to, such
insurance.*? Similar results have been found in analyses of the impact of the
FMLA: the vast majority of workers who used the law to take unpaid leave
returned to their previous employer.*®

By reducing employee turnover, as well as employee absenteeism and tardiness,
and by helping companies attract and retain higher-quality workers, paid
family leave and other family-friendly policies can also provide tangible
benefits to employers. The Center for Women and Work at Rutgers University
has found that the employee retention and productivity benefits of such policies
equal or outweigh their costs to employers.** In a recent study by Panorama

and the American Sustainable Business Council, researchers linked employer-
provided work—family policies and programs with higher firm profitability

and found that the introduction of such policies was linked to an increase in



firm valuation, as reflected in the firm’s stock price.** Studies of family and
medical leave insurance programs at the state level have generally found that
these programs have limited or net positive impacts on business costs and
operations.*® In the 2009-2010 California study previously mentioned, 91
percent of employers in that state reported either “positive” or “no noticeable”
effect on firm profits and performance as a result of the policy.

Researchers have also attempted to assess the costs and impacts of informal
caregiving—to individual workers and their families, and for the economy as

a whole. For example, a 2011 analysis by MetLife estimated the average impact
of leaving the workforce early to care for an elderly relative, both in lost wages
and in lost Social Security benefits: for individual women, the combined figure
totaled $274,044; for men the total was $233,716.® At the national level, a study
published by RAND in 2014 estimated that the annual opportunity cost of
providing informal care for the elderly (in terms of the foregone employment
potential of caregivers) totals $522 billion annually.*’ These costs and impacts
are obviously concentrated among those workers and families who take on
caregiving responsibilities. As summarized in a recent AEI/Brookings study:

Given the potential for caregiving to decrease work hours and labor
force participation, it can hurt the financial security of care providers
in the long term, in addition to the short-term financial strain of
temporarily ceasing or reducing paid work. Over time, caregivers

are more likely to fall into poverty, and they show relatively lower
accumulation of savings and assets. They are more likely to spend
money out of pocket on care-related purchases, and full-time
caregivers are more than three times as likely to report financial
difficulty as those who provide no care. Those who reduce work
hours to care for a family member on an ongoing basis not only forgo
wages but also may lose the opportunity to further advance their
careers. Those who exit the labor force to care for a family member
lose wages and work-related benefits, and longer periods outside the
labor force may seriously diminish work skills.°

Because women, despite their greatly increased presence in the workforce,

still shoulder a disproportionate share of caregiving responsibilities within
families, paid family leave policies are especially consequential for working
women. According to Pew research, 42 percent of mothers report reducing their
work hours to care for a child or other family member, compared to 28 percent
of fathers, and women are about three times more likely than men to quit a

job to care for a family member.>! Given the high cost of taking time out of the
labor force, these gender disparities in caregiving likely play an important role
in explaining the gap that persists between working men and women, not only
in terms of wages and earnings but also in terms of the numbers of women in
leadership roles within their professions.

17



Figure 5: Women in the Home and Workforce
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Source: U.S. Department of Labor; U.S Bureau of Labor Statistics; The National Bureau
of Economic Research52:5354

Evidence for this link can be found in data that show a much smaller wage

gap when women and men first enter the workforce right after college and

a much smaller wage gap between unmarried women with no children and
men (compared to the gap between married women with children and men).
As women get married and have children, however, the wage gap widens. The
fact that a woman's childbearing years tend to coincide with her peak earning
years (the average American woman has her first child at age 26) amplifies the
long-term effect on earnings and professional opportunities. For example, a
University of Massachusetts study found that, for every child a woman has, her
salary decreases by 4 percent—and that penalty is worse for low-wage workers.
But for men, fatherhood increases earnings by more than 6 percent.>



With lower wages and a larger share of the caregiving burden within the home,
even when a male partner is present (on average, women still spend more

than twice as much time as men on childcare and household chores in two-
parent households®®), it is perhaps not surprising that women’s participation
in the labor force is still somewhat lower than that of men’s (nearly 60% for
women, compared to just over 70% for men)>” and that women are more likely
to work part-time.>® And among prime-age women who are currently outside
the labor force, more than half cite caregiving as the main reason for their
nonparticipation.>

Single mothers and women in low-wage jobs face a particularly unforgiving

set of trade-offs between work and caregiving and are also among the group

of workers least likely to benefit from family-friendly workplace policies and
programs. Again, women are disproportionately affected: though they account
for about 47 percent of the overall U.S. workforce, women comprise two-thirds of
the low-wage workforce.®® And as we have already noted, 40 percent of women
with children under 18 are the sole or primary breadwinners for their families,
earning at least half of their total household income.®* While this group includes
households where married women out-earn their husbands, a larger share—
nearly one-quarter of all households with children under 18—is comprised of
households headed by a single mother.®? Compared to all mothers with children
under 18, single mothers are younger, on average, and more likely to lack a
college degree. They are also significantly poorer: in 2018, the median income

for family households headed by a single mother was $45,128—well below the
median income for all family households ($80,663) and less than half the median
income of family households headed by a married couple ($93,654).* Given these
disparities, the benefits of a federal paid family leave policy in terms of increased
earning potential and workforce participation would be particularly meaningful
for low-income and single mothers, and for the millions of children who depend
on them.

In response to persistent gender pay disparities, a growing number of OECD
countries are reserving non-transferable periods of paid parental leave
exclusively for fathers (these are sometimes called “daddy quotas”). Other
countries are offering “bonus” paid weeks if both parents take leave in an effort
to normalize the idea of fathers taking leave, diminish potential employer
discrimination, and increase gender equity at home and in the workplace.
Recent research data from Norway, Sweden, and Canada show that earmarked
paternity leave tends to significantly increase the parental leave taken by
fathers.®* In a 2019 study, researchers in Canada found that “daddy quotas”
increased mothers’ labor force participation and full-time employment,

while also reducing mothers’ part-time employment and unemployment.
Additionally, they found that the quotas had a positive or statistically
insignificant effect on hourly wages.®®
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Helping women stay in the workforce isn’t the only goal of paid family leave
policies. Another is enabling parents to spend time with their children. This

is important as several studies of paid parental leave, as we discuss in the

next section, point to strong benefits from early parent and childing bonding.
Research on whether similar benefits result from family caregiving and medical
leave, by contrast, is limited; thus, this is an important topic for further study.

2.3 PARENTAL LEAVE AND EARLY
CHILDHOOD DEVELOPMENT

As discussed in previous sections, most American parents, including nearly
two-thirds of those with minor children, are in the workforce, either full- or
part-time—some by choice, others by necessity. And while all working parents,
especially those with young children, have to balance childcare with work
demands, the challenges are particularly acute for new parents. Relatively

few people—only 19 percent of Americans,®® according to BLS—are able to

use a defined paid family leave benefit to take paid time off after the birth of a
child.®” The fraction is even lower, only 6 percent, for low-wage workers.®® As a
consequence, about a quarter of new mothers return to work as early as 10 days
after giving birth.®®

As a previous BPC report on early childhood development noted, the years from
birth to five are a critical period in a child’s development. When parents return
to work in the early weeks of life, they cut short a critical period for bonding
with a newborn and establishing breastfeeding, which has demonstrated
benefits for infants’ health and later development.”®

Children are learning at birth, and their earliest experiences are the foundation
for lifelong developmental outcomes. A child’s early development, as



emphasized in a groundbreaking report published by the National Research
Council and Institute of Medicine in 2000, “is both highly robust and highly
vulnerable””!, meaning that while children in their earliest years develop at a
rapid pace, they are susceptible to both positive and negative environmental
factors. It is critical that families and children have the support needed to help
them thrive during this period. Parental leave can play an important part of the
early care and learning continuum; as more families have access to this type of

leave, there will be greater benefits for the entire early care and learning system.

International studies have found that access to paid family leave is linked to
lower infant mortality and higher rates of breastfeeding, and, for new mothers,
lower rates of depression and higher levels of relationship satisfaction with
their partner, both of which also benefit children.”? Longer periods of maternity
leave have also been associated with higher rates of infants receiving well-
baby care and immunizations. Conversely, a 2005 study using data from the
National Longitudinal Survey of Youth found that “a mother’s return to work
within 12 weeks of giving birth was associated with a greater likelihood of the
child having externalizing behavioral problems at age 4.””® Though discussions
about parental leave tend to focus on the mother—infant relationship, studies
also point to benefits of paternity leave. Specifically, researchers have found
that fathers who take longer paternity leaves are more involved in childcare
later; greater paternal involvement, in turn, has been linked to higher cognitive
test scores in children.

Paid parental leave is beneficial for children in another way: by helping new
parents avoid a loss of income at a critical time and by reducing the likelihood
that new mothers leave the workforce, it contributes to families’ longer-term
financial security and stability. This type of stability is strongly linked to
other child development outcomes, including academic achievement, behavior
problems, and mental health.”
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3. The Current Policy Landscape on

Family Leave

3.1 FEDERAL POLICY

For the last 27 years, nearly 60 percent of American workers’ have been covered
by a national unpaid leave policy under the 1993 Family and Medical Leave Act
(FMLA).

The FMLA covers employees who:

- have worked for a company for at least one year,
« worked at least 1,250 hours during that year (or approximately 156 days),
 live within 75 miles of the workplace, and

- work for an employer who employs 50 or more employees for at least 20
weeks during the current or previous year.

Covered employers must provide 12 weeks of unpaid, job-protected parental
leave (birth/adoption), family leave (care for an immediate family member), or
medical leave (care for the worker’s own health). As noted earlier in this paper,
nearly half of FMLA-eligible workers who don't take leave even when they need
leave cite their inability to afford losing pay as the reason.”

Consequently, interest in leave policies that address the shortcomings of the
FMLA has increased among members of both political parties in recent years.
In December 2019, Congress adopted a new policy that provides 12 weeks of
paid parental leave for 2.1 million federal workers as part of the fiscal year
2020 National Defense Authorization Act (NDAA). As the largest employer

in America, this action by the federal government marks an important step
forward in expanding access to paid family leave and sets a strong standard for
other employers to follow.

In 2019, Congress also extended the paid family leave employer tax credit pilot
program for another year. This two-year pilot program was established by the
“Strong Families Act” as part of tax reform legislation in 2017. Led by Senator
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Deb Fischer (R-NE) and cosponsored by Senators Marco Rubio (R-FL) and Angus
King (I-ME), the Strong Families Act amended the Internal Revenue Code to:

« Allow certain employers to claim a business tax credit for a specified
percentage (not to exceed 25 percent) of the wages paid to employees during
a period not exceeding 12 weeks in which such employees are on family and
medical leave, and

- Limit the allowable amount of the tax credit to the product of the normal
hourly wage rate of covered employees for each hour of actual services
performed for the employer and the number of hours for which family and
medical leave is taken.

For the last six years, Senator Kirsten Gillibrand (D-NY) and Representative
Rosa DeLauro (D-CT) have introduced the FAMILY Act that creates a new
comprehensive national paid family leave program which has garnered
emerging bipartisan support. While the FAMILY Act has yet to move through
Congress, policies with similar or more expansive provisions have been
adopted in multiple states, including California, Washington, Massachusetts,
Connecticut, and Oregon—typically with bipartisan support.

In 2018 and 2019, Senator Marco Rubio (R-FL) and Representative Ann Wagner
(R-MO) introduced the New Parents Act, which would allow new parents to tap
a portion of their Social Security benefits for paid parental leave after the birth
or adoption of a child.”” Under this bill, parents could use their Social Security
benefit for at least two months of leave; according to its sponsors, families
with a median income of $70,000 would be able to cover at least 70 percent of
their wages.”® In March 2019, Senators Joni Ernst (R-IA) and Mike Lee (R-UT)
previewed a draft of the CRADLE Act. Similar to the Rubio—Wagner bill, the
CRADLE Act would allow natural and adoptive parents to receive one to

three months of paid leave benefits in exchange for postponing their
retirement benefits.”

Notably, paid family leave was a platform issue for the last two American
presidents. President Barack Obama tasked senior advisor Valerie Jarrett

and Labor Secretary Tom Perez with leading a paid family leave initiative.
Subsequently, President Donald Trump was the first Republican presidential
candidate to include paid family leave in his campaign platform; he is also

the first American president to include a paid family leave policy in the
administration’s annual budget proposals and mention paid family leave during
his State of the Union addresses. Both Obama and Trump have cited the fact that
America is the only OECD country without a national paid parental leave policy.
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Figure 6: National Parental Leave Policies Across OECD Countries
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3.2 STATE POLICIES

To date, eight states and the District of Columbia have passed paid family
leave legislation. California’s policy has been in place the longest: more than 15
years. Studies of state policies have, in some cases, led to later modifications,
including raising wage replacement rates and expanding the definitions of
who qualifies as a family member to provide care. In 2019, paid family leave
bills were pending before more than 25 state legislatures, but Connecticut and
Oregon were the only states to pass a law. In their proposed or adopted paid
family leave policies, states have adopted different approaches to specific design
issues, such as exemptions and opt-in or opt-out provisions. For example,
many states exempt small business employers from paying into the program,
while allowing small business workers to benefit. Also, many do not allow
government employees to qualify for the paid family leave benefit. Concerned
about the potential for a patchwork of different state and municipal leave
policies, a number of large companies with employees in multiple jurisdictions
have begun calling for a national policy.

Existing state policies are summarized in Table 1.
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Table 1: State Paid Family Leave Policies
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3.3 PRIVATE SECTOR POLICIES

In the private sector, the technology, financial services, insurance, and
professional services industries lead the way in terms of offering paid family
leave. The lowest levels of access to paid family leave are found in the leisure
and hospitality industry. The amount of leave available under different
employers varies greatly. For example, Netflix provides as much as 52 weeks of
paid parental leave; by contrast, Boeing offers three weeks of paid family leave.

There was more private sector movement on the issue of paid family leave in
2018. In January, Walmart announced that it would extend the same parental
leave it offers corporate employees (ten weeks of paid maternity and six
weeks of paid paternity)'® to its full-time hourly cashiers and store workers.
In February, Starbucks said it would expand its six-week paid parental leave
benefit to full-time hourly fathers (previously this benefit had only been
available to new mothers and adoptive or foster parents).**

More recently, companies including Apple, IBM, PepsiCo, Target, Lowes, CVS,
Dollar General, and Gap, among others, have introduced or expanded parental
leave benefits for hourly employees, though several limit benefits to employees
who work at least a certain number of hours per week.! For example, CVS
now offers full-time employees up to four weeks of paid parental leave,'°® while
Dollar General offers two weeks of paid parental leave for full and part-time
employees to care for a new child (birth, adoption, or foster), with an additional
six weeks for birth mothers.10%108

3.4 SMALL BUSINESS ATTITUDES
TOWARD PAID FAMILY LEAVE

Across the country, small business sentiment on paid family leave is mixed.

On the one hand, there is support for a uniform national policy that could

help millions of small employers offer a benefit that is typically only available
through large companies. On the other hand, the small business community is
concerned about the potential cost and difficulty of managing operations while
employees are on extended periods of leave.

In a recent BPC poll of more than 500 owners and executives of businesses
with 50 or fewer employees, most executives—both Democrat and
Republican—reported interest in providing paid family leave benefits to their
employees. Fewer than one-third of surveyed executives said they were not

at all interested in providing any type of paid family leave. Moreover, over 60
percent of executives believed that providing paid family leave would have a
positive impact on employee morale, employee retention, and their company’s
ability to attract new employees. Nonetheless, despite strong interest in
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providing paid family leave, more than half of small business owners or
executives said they would need support in some form to offer this benefit.

Unsurprisingly, BPC’s survey also revealed wide generational differences in
small business executives’ perspectives on paid family leave. Executives from
the millennial generation and, to a lesser extent, Gen Xers were much more
supportive of paid family leave than executives from the baby boom generation;
they were also much more likely to view paid family leave as providing benefits
to their business.®

Understanding the barriers and benefits to adopting or expanding paid family
leave for budding entrepreneurs is essential to designing smart policies

for small businesses, which account for about one-third of private-sector
employment in America.'® Unlike larger employers, small business owners are
much more vulnerable to workforce changes, potential abuse of a paid family
leave policy, and changes in profitability. Aware of these barriers, Washington
state’s paid family leave program provides small business assistance grants

to businesses with 50-150 employees and businesses with fewer than 50
employees that opt in to the employer share of the premium.*

Paid family leave can also provide competitive advantages by helping small
business owners attract and retain qualified, motivated workers. One study
found that 88 percent of all workers would take benefits over a raise in pay,
with millennials being the largest demographic group to support that view. The
same study found that paid family leave and a flexible schedule were among
the benefits rated most important by millennials.'?

3.5 PUBLIC ATTITUDES TOWARD WORK
AND LEAVE

Public attitudes toward family and medical leave reflect current economic

and social realities. In a wide-ranging survey of these attitudes, conducted in
2016, the Pew Research Center found broad public support for paid family and
medical leave. Paid maternity leave and medical leave to address one’s own
serious illness drew especially strong support (80—85 percent of respondents
supported these forms of paid leave). Support for paternity leave and for
medical leave to take care of an ill family member was not quite as strong but a
solid majority (67—69 percent) expressed support for these types of leave also.''



Among respondents who voiced support for paid family leave policies in the
Pew survey, more than 70 percent said that employers, rather than workers

or state or federal government, should pay for leave benefits. There was less
consensus, however, on the question of whether employers should be required
to provide paid family leave—slightly more than half (51 percent) said it should
be required, while 48 percent said it should be up to employers—and only about
a third said that expanding access to paid family and medical leave should be a
top policy priority for the federal government.'**

The public’s sense of urgency about the need for paid family leave may be
changing, however, given evidence that support for such policies is higher among
young people. In 2016, millennials (defined as people ages 22 to 36 in 2018)
became the largest cohort in the workforce, comprising 35 percent of American
workers.'> This is also the group that is most likely to have children soon.

Millennials differ from prior generations in many ways that are relevant for
policy discussions that concern the relationship between parenting and work.
A global survey of millennials by Ernst and Young found several key differences
compared to previous generations:®

« Millennials are more likely to be in dual-earning households. More than three-
quarters (78 percent) of millennials with a partner reported having a spouse/
partner working full-time as compared to 47 percent of boomers.

« Millennials are more likely to make sacrifices to balance work and family
responsibilities. Nearly 60 percent of millennials say they are willing to stop
working to take care of children at home, 12 percent more than Generation X.
Millennials also express greater willingness to change jobs, take a pay cut,
or move to another country to have access to better parental leave benefits.

« Millennials value parental leave more than prior generations. More millennials
(compared to other generations) reported that they would recommend their
employer, be more engaged and happier in their jobs, and be less likely to quit
if their employer offered additional work flexibility and paid parental leave.

Thus, changing public attitudes and a growing sense of urgency about the
difficulty of balancing work and family demands in today’s economy seem
likely to motivate continued bipartisan interest in pursuing paid family leave
policies at the federal and state level.
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