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The Business Case for Paid Family and Medical Leave

Comprehensive paid family and medical leave presents a game-changing opportunity to support
businesses and families. Paid family and medical leave will provide businesses with an
unprecedented opportunity to recruit and retain valuable employees and increase productivity
without creating significant administrative burdens.

State paid family and medical leave programs have proven to be successful for workers,
businesses, and families.

e Eleven states (Rhode Island, California, New Jersey, New York, Washington State,
Massachusetts, Connecticut, Oregon, Colorado, Maryland, and Delaware) and
Washington, D.C. have enacted paid family and medical leave laws,* which provide (or
will provide) benefits to workers when they are unable to work due to a serious off-the-
job illness or injury, to bond with a new child (including children newly placed for foster
care or adoption) or to care for a family member with a serious health condition.

o Eight states also provide (or will provide) paid family leave benefits to workers
dealing with certain needs in connection with a family member’s military
deployment.

o Four states also provide (or will provide) benefits known as “safe time,” which
covers certain needs arising from domestic or sexual violence.

e The state paid family and medical leave programs offer proven examples from which to
build a national, paid family and medical leave program that is equitable and sustainable.
They also prove that these policies can work for businesses as well as workers.

o Inastudy of California businesses, the vast majority reported that the state’s paid
family leave program had a positive or neutral effect on their business; a vast
majority also reported that the program resulted in no cost increases, with some
even indicating that the program resulted in cost savings for their business by
reducing benefit costs. Moreover, most businesses were able to adjust to the
program easily; nearly two-thirds of businesses reported that temporarily
reassigning work to other employees was their primary method for addressing the
temporary absence of employees on paid family leave.?

o In New Jersey, businesses of all sizes have easily adjusted to the state law. Most
businesses reported no negative effects on business profitability and most reported
that complying with the law is not difficult.?

o Inasurvey of Rhode Island employers conducted a year after the state’s paid
family leave law went into effect, a majority of employers were strongly or
somewhat in favor of the law. This was true among both large and small
employers surveyed.*
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o In the first year after New York’s paid family leave program went into effect,

employers experienced a significantly easier time coordinating employee
absences, especially longer absences. Additionally, after the program went into
effect, the vast majority of employers were supportive of the program.®

Paid family and medical leave programs can help small businesses thrive.
e Providing paid leave through a government program levels the playing field for small
businesses. Small businesses that cannot afford to offer the same generous leave benefits
as larger companies are at a competitive disadvantage in hiring.®

o

The vast majority of small business owners that want paid leave want a solution
involving the federal government.”

e Small businesses have adapted well to state paid family and medical leave programs and
report positive experiences with such laws.

©)

A study of California businesses found that any negative effects from the state’s
paid family leave program were exceedingly rare, but among those few employers
who did report negative effects, small businesses were less likely than large
businesses to report any negative effects resulting from the program. Additionally,
nearly all of the businesses surveyed, including very small businesses, were able
to craft solutions for addressing employee absences with little difficulty—often by
relying on protocols already in place for other types of absences that routinely
occurred prior to the implementation of the state’s paid family leave program.®
Another study of California’s program found that small businesses saw a 14%
decrease in their per worker labor costs when workers take paid family leave. The
smallest businesses had the greatest percentage-based savings.®

In New Jersey, approximately two-thirds of small businesses reported no increase
in overtime pay costs due to the state paid family leave law,° and researchers
have found that other employees do not resent absent co-workers.'* This suggests
that businesses were able to manage the temporary reallocation of absent
employees’ workload without significant increased costs.

Paid family and medical leave programs can help businesses recruit and retain talented

workers.

e Paid family and medical leave can help employers recruit talented employees and also
helps employers retain employees. Human resources professionals consider family-
friendly policies to be the most important factor in recruiting and retaining employees. 2
Similarly, small businesses that offer paid leave see it as necessary to recruit and retain
talented employees—and those that don’t offer it report that it makes it challenging to

hire.13
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Moreover, paid family and medical leave increases employee morale and employee
loyalty. New Jersey employers have reported increased employee morale as a result of
New Jersey’s paid family leave program, with one employer calling the effect
“tremendous.”*

By helping businesses retain valuable employees, paid family and medical leave can
significantly cut down on turnover costs. Businesses spend, on average, around 21% of
an employee’s salary to replace that employee if the employee quits.*®

o Paid family and medical leave can save employers money by enabling valuable
employees to stay in their jobs instead of quitting when they have a child or a
medical emergency. One study found that businesses in states with paid family
leave laws were significantly less likely to experience high employee turnover
compared to similar businesses without paid family leave benefits.1®

o For example, in California, 92.8% of employers reported that paid family leave
had a positive or neutral effect on employee turnover,'’ saving employers the
costly step of replacing an existing employee.!®

This is especially crucial at a time when many businesses are desperately seeking
qualified employees.

o More than one third of unemployed adults would be more willing to return to
work sooner if their employer offered paid family leave, including nearly half of
unemployed caregivers.'® This suggests that continuing recruiting challenges are
driven, in part, by workers’ ongoing caregiving responsibilities and their concerns
that those responsibilities may be incompatible with employment in the absence
paid leave. Ensuring that workers can care for themselves and their families while
working is key to robust economic recovery.

o A recent study found that workers with access to paid family and medical leave
are 22% more likely than workers without such access to recommend their job to
a friend.?

Paid family and medical leave can increase profitability and employee productivity.

Businesses that provide paid family leave benefits have seen marked improvements in
employee productivity.

o One study found that businesses in states with paid family leave laws significantly
increased firm-wide productivity as compared to similar businesses without paid
family leave benefits.?* And a cross-industry analysis of 41 companies found
increases of more than 50% on productivity measures after the adoption of a paid
leave program.??

o An overwhelming majority of California employers also reported positive or
neutral effects on productivity (88.5%) and employee morale (98.6%).23
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e Evidence suggests that increased productivity resulting from paid family and medical
leave can increase employer profitability.

o One study found an average of 63% improvement in revenue and 54%
improvement in profit after companies adopted paid leave policies.?*

o An overwhelming majority (91.0%) of California employers reported that paid
family leave had a positive or neutral effect on profitability/performance.?

o A recent study of California’s paid leave program found that businesses with
employees who used paid family leave had higher per worker earnings across all
workers (not just the workers who took paid family leave) than did businesses
where no workers took paid family leave.?®

e Paid leave also helps keep workers safe and healthy on the job, which increases
productivity and decreases employer costs. Workers with paid leave are significantly less
likely to suffer dangerous injuries on the job?’ or deaths on the job.?

o Paid leave allows workers to recover and return to full productivity more quickly
than they would by continuing to work. When workers must return to work before
a chronic condition is stabilized or before they have healed from an injury, they
are more likely to relapse or re-injure themselves while working.?® Fewer
workplace injuries can mean healthier, happier workers and lower workers’
compensation costs.

e Paid family and medical leave also can also increase a firm’s value. Researchers have
found that Fortune 500 companies that announced the adoption of new family-friendly
policies saw same-day increases in their share prices, indicating that investors anticipate
that the benefits of such a program will outweigh any costs associated with providing it.°

Evidence shows that paid family and medical leave programs are not abused.
e Evidence from the states show little to no abuse of paid family and medical leave
programs.

o Inasurvey of California employers, the vast majority said they were not aware of
any instances of their employees abusing the state’s paid family leave program.3!

o Inastudy of New Jersey’s paid family leave program, not a single employer
interviewed identified even a single instance of abuse. Indeed, several Human
Resources managers interviewed expressed their views that abuse of the program
was a virtual impossibility.3?

1 A Better Balance, Overview of Paid Family & Medical Leave Laws in the United States (July 20, 2021),
https://www.abetterbalance.org/resources/paid-family-leave-laws-chart/.
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