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A Note from the Directors of  
the AEI-Brookings Paid Family 
Leave Project

Over the past year we have had the privilege of 
working with some of the most knowledgeable 

people in the country on the desirability and design 
of a paid family leave policy. Those we have consulted 
include not only the members of our distinguished 
working group but also many others—advocates, out-
side experts, government officials, congressional staff, 
and business leaders. We thank all of them.

What is paid family and medical leave, and why 
did we embark on this project? Paid family and med-
ical leave policies enable workers to take time off to 
address certain life events and medical emergen-
cies—the birth or adoption of a child (paid paren-
tal leave), one’s own illness (own medical leave), or 
family members’ illnesses (family care leave)—with-
out sacrificing their entire paycheck. While it is rea-
sonable to expect that employers should be willing to 
accommodate their employees’ needs at such times 
(and many do), a federal policy that establishes a stat-
utory right to paid leave for working Americans, as is 
commonplace in other countries, is now a rising sub-
ject of discussion and debate in the US.

Both of us have written extensively about issues 
relating to single mothers, women’s labor force partic-
ipation, and economic opportunity. Paid family leave 
affects children and families, it affects women’s ability 
to participate in the labor market, and it affects eco-
nomic growth. Recent research suggests that when 
compared to other countries in the Organisation for 
Economic Co-operation and Development, wom-
en’s labor force participation in the US has stalled, 
and nearly a third of the gap can be explained by the 
lack of family-friendly policies such as paid leave.1 If 
women are unable to continue their careers because 

their workplaces are less accommodating of their need 
for time off, this limits their ability to remain in the 
labor force and move up the income ladder. This is not 
just an issue for women, but for families as a whole, 
as women are now the primary breadwinners in more 
than 40 percent of all families, according to the Pew 
Research Center.2

Polls show overwhelming public support for paid 
family and medical leave. Support for the concept is 
bipartisan, with almost 71 percent of Republicans and 
83 percent of Democrats in favor of a paid parental 
leave policy.3 Yet the United States is the only advanced 
nation that does not have a paid leave policy at the 
national level. The federal Family and Medical Leave 
Act, passed in 1993, offers 12 weeks of job-protected, 
unpaid leave, but only about 60 percent of the work-
force is eligible for its protections.4 

While the federal government has been slow to act 
on this issue, many private employers and states have 
recently come forward with their own benefit pol-
icies. Paid family leave is currently provided in Cal-
ifornia, New Jersey, and Rhode Island, and policies 
will soon be implemented in the state of New York 
and the District of Columbia. Tech companies such as 
Apple, Google, and Netflix offer many months of paid 
leave to accommodate the needs of working parents 
in their organizations. However, employer-provided 
paid leave is concentrated among high-income work-
ers; a majority of those below median income received 
no pay while on leave.5

That said, paid leave generates a variety of concerns 
from a business perspective. Most obviously, there are 
business costs associated with paid leave if employers 
are simply mandated to provide it. For this reason, we 
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think it is worth noting that no one in our working 
group favored an employer mandate. Instead, most—
although not all of us—favored a slight increase in the 
payroll tax on employees, with a minority in favor of 
reduced federal spending in other areas to pay for a 
new benefit.

This brings us to our working group, which over 
the past year has spent a lot of time and effort trying 
to figure out the best design for a federal policy. Our 
working-group members represent a diverse group of 
experts from different organizations, backgrounds, 
and perspectives. Some are academics who have con-
ducted research in the area of paid leave. Others are 
more policy-oriented with experience in government. 
Some have conservative leanings, and others are more 
liberal. But at the end of the day, we came together 
because we have a common interest in an improved 
system in the US. 

We spent the bulk of our time discussing paid 
parental leave rather than paid medical or family care 
leave because of limits on our time and a lack of evi-
dence on the costs of the latter. This focus does not 
mean we support only paid parental leave, as opposed 
to other types of leave. 

We all believe the United States needs a paid 
parental leave policy. This is worth reiterating. 
There is little or no disagreement in our working 
group that the time for the US to adopt such a policy 
has come. While there are disagreements about the 
policy’s design, how we fund it, how long the leave 
lasts, who pays, and who is eligible, absolutely no 
one disagrees that working families in America today 
need to have access to some paid time off when a 
baby is born or adopted. It is in the spirit of compro-
mise that we offer a plan that brings together these 
diverse elements and that could help move the US 
forward on this issue.

Our members have been tremendously gener-
ous with their time, thoughts, expertise, and willing-
ness to read through multiple drafts of this report. 
We thank them profusely for their investment in this 
project. We also hope this investment will pay off by 
sparking a debate, shaping the conversation, and ulti-
mately improving the lives of America’s families and 
the strength of its economy.

 Aparna Mathur
 Isabel V. Sawhill
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Executive Summary

In the past few years, public interest in creating a fed-
eral paid family leave policy has grown. The three 

main purposes of paid leave are to assist those who 
need to take leave from work for the birth or adop-
tion of a child, to care for an ill family member, or to 
address their own serious illness. The idea that work-
ers should receive paid leave for different purposes 
has broad public support, with 82 percent favorable 
toward paid maternity leave, 69 percent toward paid 
paternity leave, 67 percent toward paid family care 
leave, and 85 percent toward paid leave to deal with 
one’s own serious health condition.6 However, there is 
less public knowledge or agreement on the best design 
for a paid leave policy.7 

Over the past year, the AEI-Brookings Paid Fam-
ily Leave Working Group has developed recommen-
dations for a federal paid leave policy. While the focus 
of our work and this report is on paid parental leave, 
we recognize the importance of families being able to 
take time off for their own illness and to look after 
relatives. We encourage more research and analysis of 
how a paid leave policy could be expanded to incor-
porate leave for these reasons. However, this report 
focuses only on paid parental leave at the time of the 
birth or adoption of a child.

In the course of our work, we developed eight prin-
ciples to guide policymaking in this area. They include 
preventing family hardship when a baby is born or 
adopted, maintaining long-term attachment to the 
labor force, supporting children’s healthy develop-
ment, encouraging gender equity, minimizing costs 
to employers, ensuring access for the less advantaged, 
incorporating a shared contribution on the part of 
workers, and fully funding any new benefit. We also 
explored the design of a policy in more detail, looking 
at such elements as who should be eligible, the gener-
osity of the benefit (wage replacement), job protec-
tion, and financing mechanisms. 

We assessed three existing proposals in light of 
these principles: the FAMILY Act introduced by Sen. 
Kirsten Gillibrand (D-NY) and Rep. Rose DeLauro 
(D-CT), the proposal introduced by President Donald 
Trump during his campaign, and the Strong Families 
Act sponsored by Sens. Deb Fischer (R-NE), Angus 
King (I-ME), and Marco Rubio (R-FL). 

We are a diverse group of experts, many of us 
with government experience in both Democratic and 
Republican administrations. In the end, we did not 
agree on such questions as the generosity of the ben-
efits, how to pay for them, whether they should be 
focused on low-income families or made available to 
the middle class, how strict the eligibility rules should 
be, and how much job protection should be provided. 
But it is worth noting that we all agreed a paid family 
leave policy is needed in the US. 

In addition, we came up with a compromise pro-
posal that we put forward for others to consider. Its 
key elements are benefits available to both mothers 
and fathers, a wage-replacement rate of 70 percent up 
to a cap of $600 per week for eight weeks, and job pro-
tection for those who take leave. It would be financed 
in part by a payroll tax on employees and in part by 
savings in other parts of the budget. Because too little 
is known about how this might work in practice, we 
called for an independent study of the consequences. 

None of us found this compromise entirely to our lik-
ing. A majority of the group would have supported 
something more generous. A minority wanted to limit 
any new benefit to something like $300 a week and 
to make it available to low-income families only. But 
in these partisan times, we felt an obligation to work 
toward a compromise that all of us could support to 
some extent. We believed this was better than doing 
nothing when the US is the only developed nation 
without a national paid leave policy. The remainder 
of the report provides more detail on all these issues. 
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In Chapter I, we present data on the changing 
demographics of working families and the types of 
paid leave to which working families have access. 
The American workforce and family structures have 
changed dramatically over recent decades. With the 
growth of female labor force participation and the 
decline of two-parent households, 63 percent of chil-
dren now live in households in which all parents 
work.8 Although these changes have brought substan-
tial economic benefits, it is increasingly difficult for 
many Americans to balance the demands of work and 
family. We highlight how, in addition to alleviating 
these work-family constraints, paid family leave offers 
important economic and health benefits for parents, 
children, and the economy as a whole by strengthen-
ing women’s attachment to the labor force and eco-
nomic growth. 

In Chapter II, we discuss the status of existing 
state and federal leave laws. The only existing federal 
leave law is the Family and Medical Leave Act, which 
offers eligible workers up to 12 weeks of unpaid leave 
for certain purposes. In the absence of a federal paid 
leave policy, five states (and the District of Columbia) 
have passed and three states have implemented their 
own paid family and medical leave policies. Unfor-
tunately, policies implemented to date have been 
characterized by a lack of public awareness and low 
take-up rates. Some employers also offer paid family 

leave, but these benefits are typically unavailable to 
low-income workers, precisely those who are most in 
need of assistance because they may not be able to 
afford an unpaid leave of absence from work. 

Chapter III discusses the eight principles outlined 
above and identifies the key parameters in the design 
of a paid family leave policy. Chapter IV contains fur-
ther details on our assessment of existing proposals 
and our compromise proposal. 

In the course of our research and discussions, we 
became convinced that more research and data are 
needed before we felt ready to recommend a federal 
paid leave policy for family care and medical reasons. 
We hope to address these gaps in the coming year. 
We also hope to address where parental leave fits in 
the larger social insurance system in the US—a sys-
tem that provides income to those who are retired, 
permanently disabled, or temporarily jobless but that 
arguably needs to be modernized to deal with changes 
in the labor force and the nature of work.

Our working group met numerous times and 
engaged in a spirited and constructive discussion of 
these issues. We did not agree on every issue, but we 
all agreed it is time to provide some paid time off for 
new parents, especially the least advantaged. We hope 
our efforts will help educate others on the best way to 
move forward in expanding American workers’ access 
to paid leave when they need it most.



3

I. An Introduction to Paid Leave

The ability to take paid leave from work enables 
employees to address personal needs without 

fearing a substantial loss of income or employment. 
As such, paid leave policies can take a variety of forms. 

The first, paid parental leave, encompasses both 
maternity and paternity leave and guarantees employ-
ees the ability to take a leave of absence to care for 
and bond with a new child (including biological, 
adopted, or foster children). Second, paid family care 
leave enables workers to take time off to care for a 
seriously ill family member. Qualifying family mem-
bers can vary, but often include children, spouses, and 
parents. Third, paid medical leave provides workers 
with time off to care for their own serious illness or 
disability. Finally, paid sick leave is usually defined as 
leave for a short bout of illness that requires days—
but not months—to recuperate. It is most frequently 
an earned benefit, in which workers accumulate hours 
of paid sick leave as they work at a given firm. Sick 
leave is generally paid at the employee’s usual rate of 
pay, whereas the other three types of paid leave gen-
erally offer only partial wage replacement (although 
some other countries’ policies offer full wage replace-
ment up to a certain threshold). The different types of 
leave are summarized in Table 1.

This report primarily considers the need for and 
design of a paid parental leave policy. This should not 
be interpreted to mean that paid family care, medi-
cal, and sick leave are not important. We do not yet 
adequately understand the approximate costs of 
implementing these types of leave at the federal level, 
whereas there is more research evidence on the bene-
fits and costs of paid parental leave, as we have a bet-
ter idea of how frequently working adults have new 
children and the leave-taking practices of these adults. 
Because sick leave in the United States is treated as a 
benefit similar to annual or vacation leave, this report 
omits discussion of sick leave. 

Existing Federal Policy on Parental Leave

At the federal level, the Family and Medical Leave 
Act (FMLA) is the lone piece of legislation address-
ing workers’ access to parental, family, and medical 
leave. Signed into law by President Bill Clinton in 
1993, the FMLA provides workers with 12 weeks of 
unpaid, job-protected leave for the birth and care of a 
newborn child or the adoption or fostering of a newly 
placed child (parental leave); to care for the serious 

Table 1. Types of Paid Leave

Type of Leave Purpose of Leave

Parental (including maternity and 
paternity leave)

To care for and bond with a new child at or around the time of childbirth or 
the adoption or fostering of a new child

Family Care
To care for a family member (usually an immediate family member) with a 
serious health condition

Medical To attend to one’s own serious health condition (such as cancer)

Sick To recover from a less severe, short-term medical condition (such as the flu)

Source: Authors.
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health condition of an employee’s spouse, child, or 
parent (family care leave); and to tend to one’s own 
serious health condition (medical leave). 

To qualify for FMLA-protected leave, an employee 
must have worked with his or her employer for at least 
12 months and worked at least 1,250 hours in the past 
year. Small employers are exempt from the FMLA, 
as it applies only to firms with 50 or more employ-
ees within 75 miles of the workplace. Given these 
provisions, about 59 percent of American employees 
were eligible for the FMLA’s protections in 2012, with 
lower eligibility rates for low-income workers. 

Notably, nearly half of FMLA-eligible workers who 
needed family leave but did not take it cited “lack of 
pay” as the reason for not taking leave.9 Moreover, 
often a worker is eligible for FMLA-protected leave, 
but the family relationship of the person for whom 
they must care is not covered under the FMLA’s pro-
visions. (For example, leave to care for a grandpar-
ent is not covered by the FMLA.)10 While a small 
minority of US states and cities have implemented 
their own paid leave policies, the absence of federal 
legislation has left the majority of American workers 
without guaranteed access to paid leave. 

The Need for Paid Leave

Advocates for paid parental leave point to three pri-
mary reasons it is needed. First, the composition of 
the workforce and the demands on working fami-
lies have changed dramatically over recent decades, 
meaning far more parents are struggling to balance 
the competing demands of work and family.11 

Second, a growing body of evidence shows chil-
dren fare better when their parents have access to 
leave,12 and individuals are more likely to take leave 
when it is paid.13 Mothers’ leave-taking after child-
birth can improve maternal health, and fathers’ access 
to paid parental leave can improve gender equity in 
the household, fathers’ involvement in child care, and 
outcomes for children. 

Finally, national economic growth depends on 
strong labor force participation by both men and 
women. Paid parental leave enables parents to remain 

attached to the labor force while they care for and 
bond with their new children, and it protects against 
the financial hardship of going without an income 
during leave. 

More Men and Women Are Struggling to Bal-
ance Work and Family Responsibilities. Changes 
in labor force participation, the structure of families, 
and fathers’ involvement in child care have made it 
increasingly difficult for many Americans to balance 
the competing demands of work and family. In the 
middle of the 20th century, the typical family consisted 
of a working father and a stay-at-home mother who 
tended to the majority of home and child care needs. 
Between 1970 and the early 1990s, the labor force par-
ticipation rate of women between the ages of 25 and 
54 (considered “prime age”) increased from about 
half to nearly three-quarters of this population.14 The 
gains in workforce participation were just as dramatic 
for women with children in this age group, rising from  
45 percent in 1970 to about three-quarters today.15 

In 2016, 65 percent of mothers with children under 
the age of five and 58 percent of mothers with chil-
dren under the age of one were in the labor force.16 
This increase in female labor force participation has 
contributed to economic growth, higher standards of 
living, and greater gender equity in the workplace and 
the household. Figure 1 shows the increase in labor 
force participation among these populations over the 
past half century.

These gains in mothers’ workforce participation do 
not mean that more men are simply staying home to 
care for children. Instead, more mothers and fathers 
are performing multiple roles than in the past. In 1970, 
about half of married couples with children under the 
age of 18 lived in a household in which the father was 
the primary breadwinner. By 2015, two-thirds lived in 
dual-earner households.17 At the same time, the frac-
tion of children living with a single mother or single 
father increased; nearly one-third of children today 
do not live in two-parent households.18 

The rise in mothers’ workforce participation 
alongside a decline in two-parent families means 
that 63 percent of children now live in a household 
in which all parents work.19 In two-parent families, 
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these changes have altered the composition of care-
giving responsibilities between parents. The amount 
of time the average father spends performing house-
hold chores and child care has increased threefold 
since 1965. Mothers now spend significantly more 
time on paid work. Both mothers and fathers now 
spend more time performing paid work and unpaid 
housework and child care combined than they did in 
the past, as shown in Figure 2.20 

In 2015, nearly 36.5 million women and 30 million 
men lived with at least one child under 18 in the house-
hold. Of these, 70 percent of women and 93 percent of 
men were in the labor force.21 Further, of the 3.1 mil-
lion mothers with at least one child under one year 
old in 2015, 1.8 million were in the labor force (about  
58 percent).22 With the joint responsibilities of the 
workplace and the family increasing, the case for pro-
viding paid time off from work for specific family needs 
is more relevant than ever, and a federal paid leave pol-
icy could support the needs of millions of America’s 
working parents who currently lack access to paid leave 
through their employers or existing state laws.

A paid parental leave policy is also consistent with 
changing views of mothers’ roles in the workplace. 
A Pew Research Center survey from 2013 found that  
37 percent of working mothers consider full-time 
work their ideal situation, up from 21 percent in 2007. 
However, there is a substantial difference in views 
by marital status and financial well-being. Full-time 
work is the stated ideal for half of unmarried mothers, 
but only 23 percent of married mothers. For women 
who do not have enough to meet basic expenses,  
47 percent prefer full-time work, significantly higher 
than the 31 percent of those who live comfortably.23 
While a paid parental leave policy provides assistance 
for only the few weeks or months following the birth 
or adoption of a new child, it can improve women’s 
attachment to the labor force and their ability to con-
tinue pursuing their professional desires following 
this life event.

Paid Parental Leave Can Improve Children’s 
Physical and Cognitive Health. Access to paid 
parental leave enables parents to spend more time 

Figure 1. Labor Force Participation Among Prime-Age Women and Mothers with Children of All Ages 

Source: Bureau of Labor Statistics Current Population Survey, 1970–Present. 
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with their children at or around the time of childbirth, 
which can advance childhood health and develop-
ment.24 Studies analyzing leave policies in US states 
and policy variation across countries have found that 
paid parental leave is associated with a reduction in 
low birth weight babies25 and lower rates of infant 
and child mortality,26 controlling for income and 
other factors that affect children’s health. Paid paren-
tal leave could also yield substantial health benefits 
by lengthening the duration of breastfeeding27 and 
reducing certain preventable neonatal fatalities. 

Christopher Ruhm finds that an additional 10 weeks 
of parental leave decreases expected post-neonatal 
deaths by 4.5 to 6.6 percent.28 Further, a study of the 
long-run impacts of paid leave in Norway found that 
the increased time mothers spent with their children 
following the introduction of paid maternity leave 

was associated with lower high school dropout rates 
and higher wages for these children at age 30. These 
effects were particularly pronounced for children 
whose mothers had lower levels of education.29 

In addition to these improvements to children’s 
health, mothers may also benefit from having access 
to parental leave. Paid maternity leave and postpar-
tum leave-taking are associated with improved men-
tal and physical health, although the benefits depend 
on the length of this leave.30

Fathers’ Involvement in Child Care Improves 
Childhood Development and Gender Equity. 
Paid parental leave has increased fathers’ involve-
ment in and share of child care responsibilities, 
especially when it takes the form of a separate paid 
paternity leave entitlement.31 Lenna Nepomnyaschy 

Figure 2. Parents’ Time Spent on Paid Work and Unpaid Housework and Child Care Combined

Note: Population includes adults ages 18–64 with at least one own child under 18 living in the household.
Source: Values for 2015 are based on authors’ analysis of the Bureau of Labor Statistics, American Time Use Survey. Data for 1965 are 
from Table 5A.1-2 in Suzanne Bianchi, John Robinson, and Melissa Milkie, Changing Rhythms of American Family Life (New York: Russell 
Sage Foundation, 2006), retrieved from Kim Parker and Gretchen Livingston, “6 Facts About American Fathers,” Pew Research Center, 
June 16, 2016, http://www.pewresearch.org/fact-tank/2016/06/16/fathers-day-facts/. 
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and Jane Waldfogel find that fathers who take longer 
leave around childbirth are more likely to be involved 
in child care later.32 Numerous other studies have 
shown positive associations between fathers’ access 
to paid parental leave and participation in child care 
at the time of childbirth and later in the child’s life.33 

Increased paternal engagement is associated with 
improved language and cognitive development34 and 
social development of children,35 so ensuring paid 
paternity leave could benefit children’s life outcomes 
in ways that extend beyond the immediate health 
benefits associated with paid parental leave. Addi-
tionally, by encouraging fathers to actively partici-
pate in child care duties alongside mothers, fathers’ 
access to parental leave can promote household gen-
der equity.36 Indeed, multiple studies have found that 
when paternity leave is well paid and nontransfer-
able to the mother, it can improve gender equity in 
the home by encouraging a more equitable division 
of child care.37

Paid Family Care and Medical Leave Can 
Improve Health Outcomes. As stated, this report’s 
focus is paid parental leave, but other types of paid 
leave have important benefits. Paid family care leave 
enables workers to take time off to care for a seriously 
ill family member. This often means time off to care 
for a child, but it also frequently includes spouses, 
parents, grandparents, and other family members. 

An aging American population has added to care-
giving responsibilities for older family members, and 
unpaid family caregiving is the most common source 
of long-term eldercare.38 Adults who receive support 
from family members experience better health out-
comes from conditions including heart attacks and 
strokes. Parents’ access to paid parental leave and 
children’s health outcomes are closely linked: Sick 
children have shorter recovery periods and fewer 
symptoms when their parents can afford time off 
from work to care for them. Paid family and own sick 
leave also helps prevent the spread of infectious dis-
eases in workplaces, schools, and day care centers, as 
many workers with few resources elect to go to work 
despite illness in the home when they cannot afford 
an unpaid leave of absence.39

Paid Leave Increases Labor Force Participa-
tion, Earnings, and National Economic Growth. 
Allowing working mothers and fathers to take a leave 
of absence for an important life event or emergency 
without fearing lost income can strengthen their 
attachment to the labor force and associated earnings 
trajectories. An analysis conducted by Angela Rachidi 
shows that the majority of nonworking, prime-age 
poor women cite home and family responsibilities as 
the primary reason that they did not work in the past 
year. Rachidi suggests that paid family leave, along-
side other policies to improve work rates among this 
population, “may have positive long-term effects by 
building labor market experience that could lead to 
higher future earnings.”40 

By improving women’s ability to return to their 
previous employer after taking leave for the birth 
of a new child, state-level paid parental leave laws 
in California and New Jersey were associated with 
increased labor force attachment among women 
in the months surrounding childbirth.41 Lawrence 
Berger and Jane Waldfogel show that women with 
access to paid leave are more likely to take longer 
periods of leave following a birth than women with-
out leave coverage are, but they are also 40 percent 
more likely to return to work after giving birth than 
those without access are.42 

The implementation of California’s paid family 
leave law was followed by a twofold increase in wom-
en’s use of leave following the birth of a child and a  
6 to 9 percent increase in the average weekly work 
hours of employed mothers with children between one 
and three years old. While the law’s impact on wages 
is less certain, earnings likely increased by approxi-
mately the same amount as the increase in working 
hours.43 Other work has shown that moderate-length 
maternity and paternity leave policies (as opposed to 
extremely generous policies offering several years of 
leave) are associated with a smaller wage gap between 
mothers and non-mothers (also known as the moth-
erhood wage gap).44 

By strengthening an individual’s attachment to 
the labor force, paid leave policies can increase over-
all labor force participation and the economic growth 
that results from higher rates of employment. The 
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Council of Economic Advisers suggests that nearly all 
of the middle-class income growth since 1970 can be 
attributed to the rise in women’s earnings resulting 
from increased female labor force participation and 
educational attainment.45 

However, while female workforce participa-
tion increased dramatically in the last part of the 
20th century, the participation rate peaked in the 
late 1990s and has recently declined. Comparable 
advanced economies experienced similar surges in 
female labor force participation through the turn 
of the century, but America is unique in its recent 
decline—other nations have continued to experi-
ence increasing rates of female workforce partici-
pation in recent decades. According to Francine D. 
Blau and Lawrence M. Kahn, about 28 percent of 
the decline in female labor force participation in 
America relative to other countries in the Organi-
sation for Economic Co-operation and Develop-
ment (OECD) can be explained by the nation’s lack 
of family-friendly workplace policies, including paid 
parental leave.46 

Although the prime-age male participation rate 
has been declining for decades, it was still substan-
tially higher than the female participation rate in 2015. 
The gap in male and female participation rates was 
only 3 percentage points for those under 24 years old, 
while it increased to 14 percentage points for men and 
women between 25 and 54, when family development 
often conflicts with career development.47 

A new paper by Claudia Goldin and Joshua Mitch-
ell examines female participation rates, identify-
ing how women’s participation in the labor force 
evolves over their lifetimes. The paper highlights 
how long-term participation rates vary for mothers 
who take paid and unpaid leave compared to those 
who quit their jobs during pregnancy. The authors 
show that, 10 years following the birth of their first 
child, labor force participation rates are highest for 
women who receive paid parental leave (82 percent) 
and lowest for women who quit during pregnancy 
(64 percent), as shown in Figure 3.48 Notably, the 
authors did not control for characteristics, such as 
educational attainment, that might determine what 

Figure 3. Labor Force Participation Pre- and Post-Birth of First Child by Leave Status, 1990s 

Source: Claudia Goldin and Joshua Mitchell, “The New Life Cycle of Women’s Employment: Disappearing Humps, Sagging Middles, 
Expanding Tops,” Journal of Economic Perspectives 31, no. 1 (2017): 161–82, Figure 5.
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type of individual falls into each category. Thus, as 
the authors say, “it is impossible to infer the impact 
that paid-leave, or longer protected leave, policies 
would have on women’s employment. But taking 
leave and staving off quits would appear to increase 
participation after a birth.”49

In the long run, gross domestic product (GDP) 
growth is determined by two factors: growth in 
employment (the number of hours worked across the 
workforce) and growth in labor productivity (output 
per hour worked). Declining participation rates are 
therefore deeply tied to sluggish economic growth. 
Olivier Thévenon et al. show that convergence of a 
country’s female and male participation rates could 
increase GDP by 12 percent on average across OECD 
countries.50 Thus, the benefits of paid leave extend 
beyond those enjoyed by working parents and their 
children by promoting increased workforce participa-
tion and national economic output.

Access to Leave Is Not Uniform Across  
the Workforce

Some American workers have access to paid leave 
through benefits offered by their employers or 
because they live in one of the three states that have 
implemented state paid leave policies. But access is 
not widespread, especially for low-wage and part-time 
workers, as shown in Figure 4. 

While employers are frequently important sources 
of innovation, a classic market failure prevents many 
employers from offering an efficient level of paid leave 
on their own: adverse selection. If only a few firms offer 
paid leave, these firms will attract a disproportionate 
number of “high-risk” employees who are more likely 
to use the benefits (e.g., women of childbearing age). 
Employers at these firms might compensate for their 
larger share of high-cost employees by offering lower 
wages, leading individuals who are unlikely to use the 

Figure 4. Access to Paid Leave

Note: High-wage workers includes those with wages in the highest 10 percent, while low-wage workers includes those with wages in 
the lowest 10 percent. Family leave includes both parental leave and family care leave.
Source: Bureau of Labor Statistics National Compensation Survey, “Table 32. Leave Benefits: Access, Civilian Workers, March 2016.”
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benefits to avoid these firms.51 For this reason (and 
likely others), the implementation of paid leave poli-
cies at the employer level has been low, with the major-
ity of innovation occurring in high-wage, high-skilled 
occupations, such as information technologies, where 
the applicant pool is small and paid leave benefits can 
be used to attract top talent.

According to the Bureau of Labor Statistics (BLS) 
American Time Use Survey Leave Module, in 2011,  
39 percent of respondents reported having some access 
at their workplace to paid leave for the birth of a child 
(40 percent of women and 38 percent of men).52 The 
Leave Module might overestimate access to defined 
paid leave policies by capturing informal arrangements 

made between employers and their employees. Accord-
ing to the BLS National Compensation Survey (NCS), 
14 percent of all civilian workers have access to paid 
family leave (defined as either parental leave or family 
care leave), but this ranges from 4 percent of workers 
in the lowest 10 percent of weekly wages to 23 percent 
of workers in the highest 10 percent. Similarly, the bot-
tom 10 percent of workers are about half as likely to 
receive paid holidays, sick leave, and vacations as those 
in the highest 10 percent.53 

Access to all types of paid leave is also lower for 
minority, less-educated, and part-time workers. 
Access varies significantly by industry, with high lev-
els of paid leave in fields such as public administration 

Figure 5. Wages and Increase in Paid Family Leave Coverage in Different Industries

Notes: Colors indicate the percentage-point increase in paid family leave coverage over the 2010–16 time period. Data are reported for 
only private sectors, although the national average includes public-sector workers (excluding the federal government).
Source: Trish Stroman et al., Why Paid Family Leave Is Good for Business, Boston Consulting Group, February 2017, Exhibit 2, http://
media-publications.bcg.com/BCG-Why-Paid-Family-Leave-Is-Good-Business-Feb-2017.pdf. 
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and finance (where almost 80 percent of workers 
have access to paid leave) and the lowest levels in lei-
sure and hospitality, where fewer than one-quarter of 
workers have access to paid leave.54 

The disparities in access to paid leave can be 
explained, in part, by the varying labor market power 
of workers in different occupations and industries. 
A recent report from the Boston Consulting Group, 
analyzing BLS data, found that privately offered paid 
leave has grown most in sectors that recruit from a 
small group of highly skilled workers, as seen in Fig-
ure 5. The figure shows the percentage-point increase 
in the share of workers in each sector with paid family 
leave coverage (incorporating both parental and fam-
ily care leave) over the 2010–16 time period. In these 
sectors, paid family leave is an important benefit used 
to recruit talented workers.55 

Hiring and training new workers is expensive; it 
often costs one-fifth of a worker’s salary to replace 

that employee.56 In well-paying industries recruiting 
from small, talented labor pools, these costs may be 
particularly large and can justify establishing gener-
ous paid leave policies in hopes of reducing worker 
turnover. Additionally, firms in these industries may 
find it less costly to allow an incumbent worker some 
paid time off than to take the time and costs neces-
sary to find and train a suitable replacement. 

Thus, absent a universal paid leave policy, indi-
viduals with the strongest power to negotiate in the 
workplace are those most likely to have access to 
paid leave, while those with the weakest labor mar-
ket power are frequently left behind. A federal paid 
leave policy would reduce these disparities and 
ensure that low-wage workers, precisely the group 
that stands to benefit the most, can take time off 
from work to confront a family or personal obliga-
tion without losing income or, worse, losing their 
job entirely.
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II. Existing Leave Policies in the 
United States and the OECD

As mentioned earlier, the United States is the only 
advanced economy that does not provide a stat-

utory right to paid leave at the federal level, although 
the FMLA guarantees American workers with access 
to 12 weeks of unpaid leave for certain purposes and 
under certain limitations. However, the US does have 
related social insurance programs that confront one 
of the many personal reasons preventing working-age 
adults from working: disability. And in the absence of 
a federal paid leave program, several states and cit-
ies have developed their own policies. The designs 
and impacts of these policies, as well as paid family 
and medical leave in other OECD countries, can be 
instructive when considering the potential for a fed-
eral paid leave policy in the US. 

Related Federal Social Insurance 
Programs

Although they do not fall squarely into the categories 
of leave discussed in this report, Social Security Dis-
ability Insurance (SSDI) and Supplemental Security 
Income (SSI) are federal programs relevant to this 
discussion. SSDI provides income support for individ-
uals with long-term physical or mental illnesses and 
disabilities. The condition must be expected to last at 
least 12 months (or result in death) and prevent the 
individual from engaging in substantial work-related 
activity.57 SSI is similar, but it is designed to support 
the incomes of individuals falling below a certain 
income threshold. 

Together, SSDI and SSI could be thought of as 
long-term medical leave programs, rather than pro-
tections designed to support workers’ leave of 

absence from work to address a temporary family or 
medical event. Because SSDI- and SSI-qualifying con-
ditions, by definition, exclude individuals from gain-
ful employment, they provide support only when 
the individual remains out of the labor force, rather 
than when the individual encounters impermanent 
work-preventing situations, which are the FMLA’s 
primary focus.

Some experts suggest that increased disability 
receipt and the work disincentives in disability pro-
grams have contributed to declining labor force par-
ticipation rates, particularly among prime-age men.58 
When paid parental, family care, and medical leave 
policies provide job protection and require a work 
history to receive the benefits, these policies can 
incentivize workers to remain attached to the labor 
force throughout the duration of the time spent tend-
ing to a family event or medical emergency. A federal 
paid leave policy could be designed alongside reforms 
to these longer-term disability programs to not only 
control overall costs but also improve the work incen-
tives in America’s safety net programs.

State Paid Leave Policies

In August 2000, the Bill Clinton administration 
launched the first attempt at creating state-level paid 
parental leave through the Birth and Adoption Unem-
ployment Compensation (BAA-UC) experiment. 
Issued as a regulation rather than a law, it allowed 
states to set up their own paid leave around the birth 
of a child through their Unemployment Insurance 
(UI) systems. States could pay for up to 12 weeks of 
such leave using their UI funds. Since it was issued 
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as a regulation and not a law, the program was not 
funded and was strictly voluntary. The BAA-UC pro-
gram was highly controversial at the time; although 
15 states considered implementing the program, none 
actually passed legislation to do so. The regulation 
was removed from the Federal Register in 2003.59 

Several states and local governments have imple-
mented their own paid leave policies, including paid 
medical leave and, more recently, paid parental and 
family care leave. Five states (California, Hawaii, 
New Jersey, New York, and Rhode Island) have 
long-standing temporary disability insurance (TDI) 
programs, which allow birth mothers to use the ben-
efit at or around the time of childbirth. The state pro-
grams differ regarding eligibility requirements, weekly 
benefit amounts, payment durations, and sources of 
funding, but most are financed through small payroll 
taxes on employees or payroll taxes on both employ-
ers and employees. These programs typically pay  
50 to 60 percent of wages, and women giving birth are 
typically eligible for six to eight weeks of paid leave 
through TDI.60 However, since this benefit is tied to 
the medical condition, it is unavailable to fathers or 
adoptive parents. 

In addition, five states (California, Rhode Island, 
New Jersey, New York, and Washington) and the Dis-
trict of Columbia have passed paid family and medi-
cal leave legislation, although only three—California, 
Rhode Island, and New Jersey—have implemented 
the programs to date. In these localities, family leave 
encompasses both parental leave and family care 
leave, as defined in Chapter I. New York’s program 
will take effect in January 2018; the District of Colum-
bia’s program will take effect in 2020. Washington 
State has not yet implemented its policy because it 
has not established a funding mechanism. 

California, Rhode Island, New Jersey, and New 
York incorporated paid family and medical leave into 
the states’ existing TDI programs, financed through 
payroll contributions. However, these four states 
finance the paid family and medical leave benefit 
exclusively through employee payroll contributions, 
rather than joint employer/employee contributions, 
as for their overall TDI programs. The District of 
Columbia has also elected to finance its paid family 

leave program exclusively through employee payroll 
contributions. In the four states with existing TDI 
programs, the paid family and medical leave benefit 
can be a supplemental benefit for new mothers using 
TDI at or around the birth of a child, thus extending 
the total amount of paid leave available following this 
life event. 

The characteristics of these policies differ, although 
all provide some form of benefit for the birth, adop-
tion, or fostering of a new child and caring for a sick 
family member. Table 2 summarizes the major provi-
sions of these state paid leave policies. 

The District of Columbia’s paid family and med-
ical leave policy was enacted in February 2017 and 
will go into effect in 2020.61 It provides eight weeks 
of paid leave for new parents, six weeks to care for a 
seriously ill family member, and two weeks for one’s 
own illness. It requires a replacement rate of 90 per-
cent of the employee’s previous wages for workers 
with incomes at or below 150 percent of the District’s 
minimum wage and a 50 percent replacement rate for 
individuals with incomes above this threshold, up to 
a cap of $1,000 per week. The program is funded by a 
0.62 percent payroll tax on employers, and it applies 
to individuals employed in the District, regardless of 
where they live. The law allows self-employed work-
ers to opt in to the program by paying into the bene-
fit’s fund.62 

Existing state paid family and medical leave poli-
cies have exhibited relatively low take-up rates. Ten 
years after California’s paid family leave policy was 
implemented in 2004, take-up rates by eligible moth-
ers ranged from 25 to 40 percent.63 Low take-up 
rates are only partly attributable to eligibility lim-
itations. A 2011 study found that half of workers eli-
gible for paid leave were unaware of the program, 
and a third of those who were aware and eligible but 
who did not apply for family leave reported that the 
wage-replacement rate was too low. Others cited the 
lack of job protection or worried that taking leave 
would make their employer unhappy or hurt their 
opportunities for advancement.64 

Lack of awareness and job protection could be 
alleviated through a federal-level paid leave pro-
gram, which could integrate paid leave with existing 
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Table 2. Summary of Existing State Paid Leave Policies (Excluding Washington State)

California New Jersey Rhode Island New York
District of  
Columbia

Status Enacted 2002, 
effective 2004

Enacted 2008, 
effective 2009

Enacted 2013, 
effective 2014

Enacted 2016, 
effective 2018

Enacted 2017, 
effective 2020

Maximum 
Length of 
Leave

Six weeks for 
family leave;  
52 weeks for own 
disability

Six weeks for family 
leave; 26 weeks for 
own disability

Four weeks for 
family leave;  
30 weeks for own 
disability (but no 
more than  
30 weeks family/ 
medical combined)

Eight weeks for 
family leave in 
2018, increasing 
to 12 by 2021; 
26 weeks for own 
disability

Eight weeks for 
parental leave; six 
weeks for family 
care; two weeks for 
own serious health 
condition

Average 
Wage-
Replace- 
ment 
Rate

55 percent of 
worker’s average 
weekly wage; 
maximum of 
$1,129 per week 
in 2016

66 percent of work-
er’s average weekly 
wage; maximum of 
$615 per week

4.62 percent of 
wages paid during 
highest quarter 
of worker’s base 
period (about  
60 percent of 
worker’s average 
weekly wage); 
maximum of $795 
per week

50 percent of 
worker’s average 
weekly wage in 
2018, rising to  
67 percent in 
2021 for family 
leave; 50 percent 
for own disability 
with maximum 
benefit of $170 
per week

90 percent of  
worker’s average 
weekly wage for 
workers paid less 
than or equal to 
150 percent of DC 
minimum wage 
multiplied by 40;  
50 percent for those 
above this threshold 
with a maximum 
benefit of $1,000 
per week

Qualifying 
Family 
Members

Children, parents, 
spouses, domestic 
partners, grand-
parents, grandchil-
dren, siblings, and 
parents-in-law

Children, parents, 
spouses, domestic 
partners, and civil- 
union partners

Children, parents, 
grandparents, 
spouses, and do-
mestic partners

Children, parents, 
grandparents, 
grandchildren, 
spouses, and do-
mestic partners

Children, parents, 
spouses, domestic 
partners, grandpar-
ents, and siblings

Scope of 
Coverage

All private-sector 
workers, some 
public employees; 
self-employed 
individuals can 
opt in

All private- and 
public-sector 
employees covered 
by the New Jersey 
Unemployment 
Compensation Law 
with a few gov-
ernment employer 
exceptions

All private-sector 
employees, some 
public employees

All private- 
sector employees; 
self-employed and 
public employees 
can opt in

All private-sector 
employees covered 
by the DC Unem-
ployment Compen-
sation Act; self- 
employed individu-
als can opt in

Job 
Protection

Not beyond that 
provided by the 
FMLA

Not beyond that 
provided by the 
FMLA

Job protection for 
family leave, but 
not for TDI beyond 
that provided by 
the FMLA

Job protection for 
family leave, but 
not for TDI beyond 
that provided by 
the FMLA

Not beyond that pro-
vided by the FMLA 
and the DC FMLA

Source: National Partnership for Women and Families, “State Paid Family Leave Insurance Laws,” February 2017, http://www. 
nationalpartnership.org/research-library/work-family/paid-leave/state-paid-family-leave-laws.pdf.
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FMLA protections or more effectively promote policy 
awareness through a universal and transparent pro-
gram. But in spite of low take-up, these policies have 
led to increased leave usage and leave lengths.65 

Local Paid Leave Policies

Several cities have passed some form of paid leave 
legislation, although the parameters vary widely. 
Many cities have passed paid family care and parental 
leave policies that apply only to the city’s municipal 
employees, including Austin, Chicago, and New York 
City.66 New York City, for example, offers six weeks 
of paid parental leave for municipal employees at a 
100 percent replacement rate. The policy—enacted 
in January 2016—provides paid leave to parents who 
have, adopt, or foster a new child, but it applies only 
to nonunion municipal employees.67 The policy also 
limits use of paid parental leave to six weeks in any 
rolling 12-month period, and it requires all employ-
ees using it to work for at least six months after using 
parental leave.68 

Unlike most paid leave policies, San Francisco’s 
paid family leave policy, enacted in April 2016, is 
structured as a mandate on businesses. The city’s pol-
icy goes beyond California’s existing state paid family 
leave policy (providing six weeks of paid family leave 
at a 55 percent wage-replacement rate) by requir-
ing employers to pay an additional 45 percent of the 
employee’s previous wages.69 The policy applies to 
employers with 50 or more employees in 2017 and 
phases in for employers with 20 or more employees by 
2018. It also requires that the employee remain with 
the employer for at least 90 days after the leave period 
ends; if not, the employee must repay the employer 
the compensation they received while on leave. 

Other Countries’ Paid Leave Policies 

Other countries’ experiences are informative in 
understanding the scope of a possible paid leave 
policy at the federal level in the United States. The 
average paid maternity leave benefit duration across 

OECD countries is nearly 18 weeks, with most coun-
tries replacing more than 50 percent of the mother’s 
previous earnings.70 

The most recent international standard, outlined 
by International Labor Organization (ILO) Conven-
tion No. 183, mandates a minimum of 14 weeks of paid, 
job-protected maternity leave at two-thirds of the 
mother’s previous earnings, paid for through social 
insurance or public funds to ensure that employers 
do not bear full responsibility for payment. Globally, 
53 percent of the 185 countries and territories studied 
by the ILO provided at least 14 weeks of paid mater-
nity leave in 2013, while 45 percent provide at least 
two-thirds of previous earnings for at least 14 weeks. 
Most of the countries examined fund the programs 
through social insurance.71 

Since parental leave benefits in most OECD 
countries have evolved over time—from mostly 
maternity-only policies to the gradual introduc-
tion of a paternity leave benefit and, in some cases, 
a parental leave benefit that follows these preced-
ing periods of leave—a substantial gap remains 
between the leave benefits available to mothers and 
those available to fathers. The average paternity 
leave entitlement across OECD countries is only  
0.9 weeks, but most offer an additional, longer paren-
tal leave benefit that follows the initial period of 
maternity or paternity leave. 

While there is no formal ILO convention on 
paternity leave or parental leave, ILO Recommen-
dations No. 191 and No. 165 suggest that a period of 
job-protected parental leave should be available to 
either parent following maternity leave.72 Of the  
34 OECD countries in 2015, 18 offered higher aver-
age payment rates to mothers than to fathers, and 
all offered longer durations for maternity leave than 
paternity leave. Job protection is common across most 
maternity and paternity leave policies abroad, and it is 
more common for shorter parental leave entitlements. 

Including the additional parental leave entitle-
ment, new mothers in OECD countries have access 
to an average of 54.1 weeks of paid leave, and new 
fathers have access to an average of 8.2 weeks of 
paid leave.73 In general, shorter entitlements tend to 
be accompanied by higher wage-replacement rates, 
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while long parental leave entitlements are typically 
less generous. 

In France, mothers have access to 42 weeks of paid 
leave with an average replacement rate of 45 percent 
of their previous earnings, while fathers can receive 
28 weeks of paid leave at 20 percent of their previous 
earnings. Canadian mothers can receive 52 weeks of 
paid leave with an average wage-replacement rate 
of 53 percent, while Japanese fathers have access to 
52 weeks of paid leave at 58 percent of their previ-
ous earnings. Figure 6 shows the total length of paid 
parental leave and the average wage-replacement 
rates in a selection of OECD countries. 

The durations and replacement rates of these 
policies have typically increased over the past few 
decades. The average paid maternity leave duration 
across the 30 OECD-member countries increased 
from 17 weeks to more than one year between 1970 
and 2015. Paid paternity leave was essentially non-
existent in 1970, and even by 1990 the average enti-
tlement across OECD countries was just one day. By 
2015, the average paid leave available to fathers had 
increased to 8.2 weeks.74 

Although men’s use of paid paternal leave is rising, 
it lags far behind women’s take-up of maternity leave, 
as seen in Figure 7. According to the OECD, men 

Figure 6. Paid Parental Leave Entitlements in OECD Countries in 2015

Source: Organisation for Economic Co-operation and Development, “PS2.1: Key Characteristics of Parental Leave Systems,” March 15, 
2017, http://www.oecd.org/els/soc/PF2_1_Parental_leave_systems.pdf.
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commonly take a few days of paid leave around the 
birth of a child, but few use longer parental leave. Sev-
eral OECD countries have used more aggressive mea-
sures to encourage take-up by fathers, including “use 
it or lose it” policies in which some portion of paren-
tal leave benefits are nontransferable to the partner 
and bonus periods of leave that are available only 
when both parents take some minimum duration of 
leave.75 Experience with existing policies also shows 
that fathers are more likely to use leave when it is well 
paid and flexible.76 

Other forms of paid leave are also common across 
OECD countries. Most provide some minimum 

annual leave entitlement, often in the form of generic 
paid time off that can be used for a variety of pur-
poses. This guaranteed paid time off ranges from zero 
in the United States to 28 days in the United King-
dom, averaging 19 days across the OECD countries. 

Paid family care leave is common, with longer-term 
leave entitlements less well compensated than short- 
duration benefits. Formal paid medical leave poli-
cies differ tremendously across countries, but most 
advanced economies offer some form of paid leave for 
both short-term and longer-term illness and disability. 

An analysis conducted by Jody Heymann et al. con-
sidered whether workers in 22 countries would have 

Figure 7. Gender Distribution of Paid Leave Use

Source: Organisation for Economic Co-operation and Development, “PF2.2: Use of Childbirth-Related Leave by Mothers and Fathers,” 
March 1, 2016, https://www.oecd.org/els/family/PF2-2-Use-childbirth-leave.pdf. 
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access to paid leave for two different severities and 
lengths of personal illness: a five-day flu episode and 
a 50-day cancer treatment.77 Only three countries of 
the 22 studied (Canada, Japan, and the United States) 
had no policy at the time the analysis was conducted 
requiring paid sick days that would enable a worker to 
recover from the five-day flu episode, and the US was 
the only country that did not offer paid leave for the 
longer-term cancer recovery.78

Paid leave policies abroad are diverse regard-
ing eligibility criteria, length of leave, reimburse-
ment rates, financing mechanisms, and the extent 

to which parental, family, and medical leave policies 
are all integrated into a broader and more coordi-
nated social insurance model. Extremely short leave 
entitlements, low wage-replacement rates, and inad-
equate job protection may do little to enable new 
parents to take time off, while long periods of leave 
might reduce mothers’ attachment to the labor force 
and result in wage penalties in the longer term.79 
Social insurance models tend to lower the financial 
burden on employers, reducing employer incentives 
to engage in hiring and wage discrimination.
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III. Principles and Parameters 
Underlying the Provision of  
Paid Family Leave

There are ethical and economic principles under-
lying the provision of paid family leave in the 

United States. Outlined below are the primary princi-
ples that the working group highlighted as the guiding 
framework for providing paid parental leave. 

Key Principles of a Paid Family Leave Policy

Prevent Hardship for Families at Their Time 
of Need. As a group, we feel that providing parents 
and caregivers support at their time of need is crucial 
for a healthy society. No one should lose their job or 
experience financial hardship because they become a 
parent. Therefore, allowing employees to take an ade-
quate period of leave with job protection and some 
level of wage replacement for certain purposes is 
important. When employees are able to take care of 
themselves and the health of their family, they can 
contribute productively to their jobs and to society as 
a whole. 

Overall, about 40 percent of households in the 
United States with children under the age of 18 
are either headed by a single mother or are homes 
in which the mother is the primary breadwinner, 
according to data from the Pew Research Center.80 
This share was just 11 percent in 1960. While this 
shift has led to many positive contributions—stron-
ger economic growth, higher standards of living, and 
female empowerment—it has also created challenges 
for many families. This is a dramatic change from 
the 1960s, when few mothers worked and mothers 
bore the primary responsibility for raising children. 

As Heather Boushey notes, every American business 
had a silent partner called the American housewife.81 
Aside from the rise of working mothers, another dis-
tinctive phenomenon today is the increasing share of 
households headed by single parents who must serve 
as both breadwinners and caregivers.

Labor Force Attachment. The economic reasons 
for providing paid family leave arise from a recogni-
tion that in most families today, both parents must 
work to achieve a middle-class lifestyle. Moreover, 
women’s rising labor force participation until recently 
was a major contributor to economic growth.

A study on the impact of California’s paid fam-
ily leave policy found that the right to paid leave is 
associated with a higher probability of employment 
for mothers a year after giving birth.82 Another study 
found that short periods of leave around birth increase 
the labor force attachment of women who would have 
instead exited the labor force temporarily, which can 
result in long-term improvements in employment 
outcomes for those women.83 

Healthy Development of Children. Parental leave 
contributes to children’s healthy development and 
makes it easier for parents to provide a strong start for 
their children. The use of maternity leave increases 
rates of breastfeeding, and paid parental leave is asso-
ciated with lower infant and child mortality rates and 
higher vaccination rates.84 Paid parental leave facili-
tates parent-child bonding in the early months of the 
child’s life, which can boost children’s physical and 
cognitive development,85 as well as maternal health.86 
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Gender Equity. While mothers have traditionally 
been and remain the primary caregivers for children 
and families, many fathers are increasingly taking on 
more of the responsibilities of parenting and raising 
children. Therefore, one important principle in pro-
viding paid family leave is gender neutrality. 

Any paid leave policy should apply to both moth-
ers and fathers so that both parents can be equally 
engaged in bringing up their children and bonding 
with them at the time of birth. If employers view 
women as being the primary users of these policies, 
this could lead employers to discriminate against 
women in hiring decisions. It would also perpetuate 
the stereotype that women are the primary caregiv-
ers for raising children or looking after ailing rela-
tives, making them less likely to be promoted or given 
greater responsibility at work.87 

Minimal Disruptive Effects on Employers. One 
potential downside of paid leave is that it may impose 
financial costs or other burdens on employers. Man-
dating that businesses allow employees to take time 
off and pay them during that time off could be costly 
to businesses, leading to less hiring or higher prices. 
On the other hand, offering leave to employees allows 
employers to retain talented workers and forego the 
cost of recruiting new workers when employees quit 
because they need such leave. Paid leave policies may 
also boost employee morale and generally lead to a 
better and healthier work environment for employees. 

Still, paid leave policies should be designed to 
avoid imposing excessive costs on firms.88 One way 
to do this is by using a payroll tax on employees to 
finance the program. When designing a federal paid 
leave policy, it is also important to preserve flexibility 
for both employers and employees and consider how 
the policy will interact with other labor regulations. 
If local labor regulations are already burdensome, 
imposing additional regulatory burdens may be par-
ticularly disruptive. 

Ensuring Access for the Least Advantaged. Many 
of the bottom 40 percent of households (by income) 
are ineligible for job-protected unpaid leave under the 
FMLA because they are employed in small firms (with 

fewer than 50 employees) exempt from the law or 
because they do not meet the eligibility requirements 
in terms of hours worked with their current employ-
ers. In addition, survey data consistently show that 
workers in low-income households and those with 
low educational attainment frequently lack access to 
any form of paid leave.89 Moreover, those with fewer 
resources or less income are much less able to take up 
this leave even if they are eligible. 

This has led to a system in which the beneficiaries 
of current leave policies (whether unpaid or paid by 
an employer) are primarily those with moderate or 
high incomes, stable jobs, and employment in larger 
organizations. To ensure access, we need to make sure 
that any new leave benefit helps those workers most 
in need and least likely to have such benefits now.

Earned Benefits and Shared Contribution. 
While the group is in favor of extending leave policies 
to low-wage workers in particular, we believe such 
benefits should be earned. 

A benefit can be earned in two ways. First, it can be 
earned by a sufficiently long tenure with a particular 
employer before taking leave. If the leave is financed 
by an employee payroll tax, then the benefits should 
be portable, but requiring some minimal amount of 
experience to access any benefits may still be desir-
able. Second, the benefit can be earned by financial 
contributions from employees in the form of payroll 
tax contributions and a wage-replacement rate that is 
less than 100 percent. In both cases, the employee is 
helping to finance his or her own benefits. 

Cost-Effectiveness and Funding. Paying for a fed-
eral paid family leave program can be costly, and it is 
important to minimize the overall costs of the pro-
gram and the costs to individuals and employers while 
ensuring adequate access to leave. There are several 
different ways to fund such a program. 

Currently, in states such as California, New Jer-
sey, and Rhode Island, the costs are essentially being 
met through an increase in payroll taxes on employ-
ees, although this is not the only funding option. Such 
social insurance programs paid for by employees 
reduce the burden on employers and impose most of 
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the costs on employees in keeping with two of our pre-
vious principles—minimizing employer burden and 
making the benefit an earned benefit. However, even 
with a social insurance program, costs are still trans-
ferred to someone in the form of higher taxes, whether 
payroll taxes or general revenues, and the question is 
whether the benefits are worth the new costs. 

Some people will see the benefits as exceeding the 
costs for all the reasons spelled out earlier: more abil-
ity for workers to take care of their families, stronger 
attachment to the labor force, and so forth. Others 
will question whether the benefits warrant a new 
tax and might only consider providing access to paid 
leave if it can be financed by savings to existing spend-
ing or tax expenditure programs in the federal budget. 
Regardless of the funding mechanism, any paid leave 
program must be fully funded.

Key Parameters of a Paid Family Leave 
Policy

The main elements of any paid leave policy—and 
therefore the key issues that must be considered 
when designing the policy—are: 

• Type (e.g., parental leave, family care leave, etc.);

• Administrative structure;

• Eligibility;

• Financing;

• Gender neutrality;

• Duration of benefits;

• Wage replacement;

• Job protection; and

• Interaction with state and private-sector policies.

Type of Leave. The FMLA allows not only parents but 
also other caregivers time off when they need it to meet 
the medical needs of family members. In addition, the 

FMLA allows employees to take up to 12 weeks off to 
tend to their own serious medical conditions. 

A federal paid leave policy could guarantee time 
off only for new parents, or it could cover broader 
types of leave. The working group as a whole recog-
nizes that allowing families to take time off to care for 
their family members or look after their own medical 
needs is important, and we generally support extend-
ing leave for these types of needs. However, much 
more research is needed to understand how to design 
such a policy. 

Leave-taking data from the FMLA suggest that the 
majority of leave is taken to address one’s own ill-
ness. Medical leave could be a primary contributor to 
the costs of a broader paid family and medical leave 
policy.90 The demand for, the ideal length of, and the 
costs associated with family care and medical leave 
are less well understood than those associated with 
parental leave. The following discussion will there-
fore focus largely on parental leave.

Administrative Structure. All the states that have 
implemented paid family leave policies to date have 
folded the programs into their existing TDI systems. 
Since only one other state has a TDI system (Hawaii), 
this structure is not an option for paid family leave 
implementation in most states. And although the 
Department of Labor currently handles the FMLA, this 
department lacks experience with benefit payments. 

We believe a federal policy has three potential 
administrative homes: the Social Security Adminis-
tration (SSA), the Department of Labor, or the Trea-
sury (or some combination). The SSA is particularly 
appropriate for implementing a social insurance ben-
efit. Alternatively, the Department of Labor could 
administer a paid family leave benefit in cooperation 
with state UI offices. A third type of paid leave policy, 
a tax credit, would naturally be implemented by the 
Treasury’s IRS. In each case, the Department of Labor 
might need to verify leave use. The administrative 
structure that will work best should obviously depend 
on the policy design chosen.

Eligibility. As a group, our consensus opinion is that 
paid leave should be an earned benefit. Since this 
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benefit is intended to replace work income, it should 
only go to people with a work history. 

Many (but not all) of those in our group think that 
only those who have consistently worked with their 
employer for at least a year (or more than 1,000 hours 
in a year) should be eligible. Businesses will be averse 
to protecting employees’ jobs during an extended 
leave of absence if they contributed only a short period 
of work before taking leave. Some in our group are in 
favor of even stricter eligibility rules, but all agree that 
the employee should have contributed significantly 
to this benefit through continued participation in the 
workforce (in the case of a payroll tax) and with a spe-
cific employer (for purposes of job protection). 

Financing. A central design parameter of any paid 
leave policy is how to finance the program. In states 
with existing policies, programs are funded through 
employee payroll taxes. 

While most members of the working group were 
in favor of a social insurance approach funded by an 
increase in payroll taxes, a few members felt strongly 
that funding should come from reduced spend-
ing (including tax expenditures) in other areas. For 
instance, it might be possible to fund a smaller, more 
targeted program by reforming other programs such 
as UI or Social Security and disability programs. 
Regardless of the funding mechanism, the program 
should be fully funded and not add to the deficit.

Gender Neutrality. As mentioned previously, the 
consensus opinion of the group is that any paid paren-
tal leave policy should apply to both mothers and 
fathers and not be restricted to mothers only, so as 
to avoid gender discrimination in hiring. Fathers need 
time off to bond with their children, and either par-
ent can be the primary caregiver beyond the imme-
diate period surrounding birth. Therefore, any paid 
leave policy should acknowledge this reality and not 
reinforce the stereotype of mothers as the primary 
caregivers for children. To encourage men to use the 
benefit, policymakers may want to tie the paid leave 
benefit to the employee, a “use it or lose it” design in 
which the father’s benefits are conditional on his tak-
ing the leave.

Duration of Benefits. While the FMLA allows fam-
ilies to take 12 weeks of unpaid leave for all types 
of caregiving, the paid leave policies implemented at 
the state level to date allow only four to six weeks 
off for these reasons, on top of an existing six to 
eight weeks of TDI for new mothers. More recently, 
New York passed a paid leave policy that, when fully 
implemented (in 2021), will allow for 12 weeks off 
for parental leave or to look after family members. 
The District of Columbia recently passed a bill that 
would allow families eight weeks off at the time of 
the birth of a child, six weeks off to care for a sick 
relative, and two weeks off to care for one’s own ill-
ness or injury. 

In our working group, there was some divi-
sion over the ideal period of parental leave. While 
the majority of members favored a 12-week pol-
icy available to both parents, similar to the FMLA, 
some pushed for a longer period of leave, up to six 
months—as recommended by some experts for the 
child’s health. Some argued for shorter periods of 
leave of, say, eight weeks. Allowing both parents to 
take leave would also give them the option to take 
the leave sequentially, therefore extending the time 
during which at least one parent is at home with the 
infant during the first year. 

Replacement. Wage-replacement rates at the state 
level have varied from 55 percent to just below 70 per-
cent (although the District of Columbia’s new law will 
provide a 90 percent replacement rate for low-income 
workers when it goes into effect). These rates might 
be too low to enable individuals in low-income fam-
ilies earning at or slightly above minimum wage to 
take leave. 

There are several options for addressing this issue. 
One is to provide a much higher replacement rate 
(e.g., 90 percent) with a relatively low cap, or maxi-
mum benefit. This would lead to relatively high bene-
fits for low-income earners. 

Another alternative is to offer a minimum uniform 
benefit across the board to all parents. For instance, 
a benefit amount of $300 per week would be close to 
100 percent wage replacement for full-time minimum 
wage workers but a very low wage-replacement rate 
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for higher-income earners. Such a policy would be tar-
geted to those at the bottom, helping to keep costs 
down. Moreover, it would provide everyone planning 
to take leave some level of certainty regarding the 
benefits available. 

However, it would not provide much relief to mid-
dle- and higher-income families. Many middle-class 
families struggle with the expenses of a new baby, and 
many report that a wage-replacement rate of 55 per-
cent is too low for them to feel comfortable taking 
this time off.91 Therefore, the benefit of a low but cer-
tain dollar amount has to be weighed against the cost 
of minimal relief for middle-class families.

Any replacement rate should be applied to wage 
and salary income during a specified period before 
leave.92 The majority of working-group members 
favored about a 70 percent wage-replacement rate 
with a weekly cap on benefits of around $600. How-
ever, some members strongly felt that having a fixed 
weekly cash benefit that would offer almost an  
100 percent wage-replacement rate for the lowest- 
income workers but would phase out for middle- or 
higher-income workers would better target the pop-
ulation most in need and keep costs down. They also 
noted that it would not crowd out existing private 
plans provided to higher-income workers.

Job Protection. Ideally, a paid leave policy should 
ensure that the worker can return to his or her job 
following the period of leave. More than 40 per-
cent of workers are ineligible for job protection 
under the FMLA.93 In California, this has meant 
that many low-income workers’ jobs are not secure 
when they take paid leave because the state did not 
expand job protection beyond that guaranteed by 
the FMLA.94 This may lead employees to return to 
work earlier than they otherwise might for fear of 
being replaced. 

What evidence we have suggests that businesses 
are not unduly affected by having to provide leave with 
job protection under the existing FMLA.95 Smaller 
employers might, of course, be more adversely 
affected by a requirement to keep a job open for an 
employee on leave. 

Our group felt that job-protected paid leave is 
desirable, irrespective of the business’ size, so long 
as eligibility rules for leave are strict enough to pre-
vent misuse of this benefit. However, extending 
job-protected leave to all small businesses does raise 
concerns. Businesses often have to compensate for an 
absent worker by hiring a replacement or demanding 
more from existing employees, costs that might be 
felt more acutely in firms with relatively few employ-
ees. It would be worthwhile to study the longer-term 
economic costs and benefits that such a paid leave 
policy would impose on smaller firms. 

Rhode Island provides job protection to all work-
ers eligible for the benefit, as will New York when its 
policy is implemented. Such states offer the oppor-
tunity to study these effects in more detail. If these 
policies prove to be unduly burdensome for small 
employers, we would consider exempting small firms 
from the job-protection requirement. 

Interaction with State and Private Policies. An 
important possible downside of a federal paid fam-
ily leave policy is its potential to crowd out the pro-
vision of leave from state governments and private 
employers. To limit this detrimental impact, the 
payment of a federal benefit should be neutral with 
respect to other paid leave benefits collected while 
on leave. In other words, employers and state govern-
ments should be able to “top up” the federal benefit 
if they choose by implementing their own policies. 
They should also be discouraged from reducing the 
benefits they already provide.
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Our working group concluded that there are three 
primary approaches to designing paid family 

leave. The first, supported by the majority, would be 
funded by a payroll tax and offer a wage-replacement 
rate based on the individual’s previous earnings with a 
cap on the maximum weekly benefit. 

The second, supported by a few members of our 
group, would offer a fixed cash benefit paid for by 
curtailing some existing spending or tax prefer-
ences, instead of with new taxes. With a fixed ben-
efit level, the resulting wage replacement is high 
for low-income workers but low for middle- and 
high-wage workers. 

A third option would be to incentivize employers 
to offer their own paid leave policies through a tax 
credit. There was little support for this approach in 
our group, primarily because we believe it would pay 
many employers to do what they are already doing 
and provide little incentive for businesses to add new 
paid family leave programs. 

We also discussed one other approach: an employer 
mandate. This approach is popular with the general 
public. However, we do not favor it for two reasons. 
First, it would be burdensome on employers, espe-
cially small businesses and those employing a dispro-
portionately high share of likely parents. Second, it 
will likely lead to a reluctance to hire female workers 
of a certain age. 

Although we do not favor mandates, tax-preferred 
flexible savings or spending accounts are a potential 
tool to enable workers to supplement a basic paid 
leave policy. Such accounts may work well for mid-
dle- and upper-income workers, but they are unlikely 
to improve access for the most disadvantaged work-
ers who cannot set aside sufficient funds for saving. 

The first three approaches are similar in concept to 
three recent federal proposals. After discussing these 
proposals and our assessment of them in light of the 

principles and design elements discussed in Chapter 
III, we end by suggesting a possible compromise. 

The FAMILY Act

The Family and Medical Insurance Leave (FAMILY) 
Act, sponsored by Rep. Rosa DeLauro (D-CT) and 
Sen. Kirsten Gillibrand (D-NY), builds on the FMLA 
to provide paid leave, with funding through higher 
payroll taxes. In effect, the FAMILY Act creates a pay-
ment mechanism for purposes covered by the FMLA. 
It also extends paid leave coverage to employees in 
small businesses (currently exempt from the FMLA), 
part-time and contingent workers, young workers, 
and the self-employed.

Type. The FAMILY Act would provide workers with 
up to 12 weeks of paid leave for the same purposes 
as the FLMA—namely, to address their own seri-
ous health conditions; to care for seriously ill family 
members, including parents, spouses, domestic part-
ners, and children; to care for a new child (including 
adopted and foster children); and to address particu-
lar military caregiving and leave purposes. 

Administrative Structure. The FAMILY Act would 
create a new Office of Paid Family and Medical Leave 
in the SSA to implement the act. This office would be 
responsible for handling the entirety of the FAMILY 
Act’s implementation. Since the FAMILY Act uses a 
social insurance approach to provide paid leave and 
uses the SSDI eligibility requirements, the SSA is an 
appropriate agency to implement the policy. 

Eligibility. The FAMILY Act uses the eligibility for-
mula for SSDI instead of the stricter FMLA eligibility 
requirements. Since SSDI eligibility is not tied to one’s 
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history at a specific job, the act would confer paid 
leave regardless of time worked at a specific firm. The 
employee would have access to anti-retaliation pro-
tections to avoid adverse employment consequences, 
although as we discuss later, this is a less stringent 
requirement than job protection. The  FAMILY Act’s 
expansion of paid leave to part-time and contingent 
workers ensures the benefit is available to low-wage 
workers, who are disproportionately likely to be in 
part-time or contingent work situations and thus inel-
igible for the FMLA. 

Requiring that employers protect the job of a 
worker who takes leave is desirable (see Chapter III), 
but sensible restrictions on eligibility and work history 
will ease the burden on employers, especially small 
businesses, and reduce workers’ ability to abuse the 
system. Expanding the coverage to the self-employed 
is potentially vulnerable to fraud and misuse. 

Funding. The program would be financed through 
joint payroll contributions of 0.4 percent of a worker’s 
wages, split evenly between employers and employ-
ees—a cost of around $2 per week for the typical 
worker.96 The social insurance approach seems best 
suited for this policy since the policy covers many types 
of contingencies and caregiving situations, which can 
prove costly for individuals to finance on their own. 

However, the program’s true costs might be higher 
than the authors of the legislation estimated. By some 
calculations, the act’s funding mechanism appears 
insufficient to cover the costs. With a lower-bound 
cost estimate of $85.9 billion per year (and the actual 
costs potentially higher), a 0.4 percent payroll tax 
increase covers less than half of the costs of the paid 
leave benefits, depending on the program’s take-up.97 

It seems to us that the bill’s authors assume low 
take-up rates similar to what we see in states such as 
California. However, the FAMILY Act is more generous 
than the California program in terms of eligibility, job 
protection, and the wage-replacement rate. Therefore, 
take-up rates and the average duration of leave would 
likely be higher under the FAMILY Act than they are 
in California under its existing law. More information 
is required to understand the policy’s actual costs and 
effects on workers’ leave-taking behaviors. 

Gender Neutrality. The policy is gender neutral and 
therefore less likely to lead to discrimination against 
women in hiring than a maternity leave policy would 
be. Moreover, it recognizes the important role fathers 
play in caregiving.

Wage Replacement. Workers would receive up to  
66 percent of their regular wages with a maximum reim-
bursement of $1,000 per week. The wage-replacement 
rates are in the range that we believe allow for families 
to feel comfortable taking time off, while not discour-
aging individuals from returning to the workforce. 

The weekly cap on benefits is at the upper end of our 
recommendation, suggesting that some middle- and 
 higher-income families will receive relatively high ben-
efit levels. This has the potential to crowd out some 
private plans and possibly some state plans. Lowering 
this cap might reduce the costs while making the pol-
icy better targeted toward lower-income households.

Job Protection. The FAMILY Act includes anti- 
retaliation protections so that workers are not dis-
criminated or retaliated against, disciplined, or faced 
with other adverse employment consequences from 
expressing an intent to apply for, applying for, or using 
FAMILY Act benefits. Those workers covered by the 
FMLA would still receive full job protection, and 
workers not covered by the FMLA would be protected 
by the anti-retaliation measures in the FAMILY Act. 

We agree that paid leave needs to come with job 
protection. However, since this proposal extends 
employment protection to small businesses, more 
research is needed to understand how these smaller 
employers who are traditionally exempt would fare. 
Note that this extension of job protection is weaker 
than the FMLA standard. As a general principle, 
however, we believe job protection should be as uni-
versal as possible, provided that workers establish a 
reasonable work history with their employers before 
taking leave.

Duration of Leave. The policy allows for 12 weeks 
of leave for all eligible individuals. The majority of 
our group supports parental leave of this length, 
although we lack evidence to decide whether this is an 
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appropriate length for other types of leave. Provided 
that a mother and father’s leave benefits are stack-
able, a 12-week duration could allow parents to com-
bine their leave in such a way that the child has one 
parent at home for the first six months of life.

Interaction with State and Private-Sector Pol-
icies. Since the FAMILY Act is larger than exist-
ing state programs in terms of offering better 
wage-replacement rates, some level of job protection 
through anti-retaliation protections, and expanded 
eligibility to workers not traditionally covered by 
these policies, it would be helpful to specify how it 
would work in tandem with existing state programs. 
Would it crowd out existing state programs (and 
potentially some private plans)? Would employees be 
able to take advantage of both? The answers to these 
questions should be specified in the law’s provisions 
to avoid any uncertainty for workers and employers. 

President Trump’s Campaign Proposal

President Trump made a proposal for paid leave 
during his presidential campaign, under which new 
mothers would receive six weeks of paid maternity 
leave, implemented through states’ UI programs and 
financed by reducing fraud in the existing UI system.98 

Type. Coverage would be available to mothers for the 
purpose of recovering from childbirth and caring for 
a new child.

Administrative Structure. The benefit would be 
implemented through the state UI systems in part-
nership with the federal government. Running the 
paid leave benefit through a federal-state UI part-
nership means that there could be a federal mini-
mum level of paid leave, which states could choose to 
expand. If applied to only parental leave, this may not 
require substantial additional bureaucracy, as it is not 
difficult to determine the birth or adoption of a child. 
However, this structure would require new bureau-
cratic capacity to administer family care or own med-
ical leave. 

Eligibility. The specific eligibility rules for this pol-
icy are unclear, although it appears broader than the 
FMLA. For example, the policy does not discriminate 
against employees from smaller businesses, since UI 
eligibility is independent of firm size. That said, if 
it maintains the same eligibility rules that currently 
apply to state UI programs, there will be substantial 
variation across states. 

Most states have earnings or work-hours eligibil-
ity requirements for UI. We presume only the people 
who are eligible for UI would be eligible for the mater-
nity leave policy. While we endorse having relatively 
strict eligibility rules and thus favor a federally speci-
fied eligibility guideline, some variation could be per-
mitted across states. 

Funding. The Trump proposal does not specify a reli-
able, steady source of funding. Rather, it suggests that 
this benefit will be funded by cutting waste and abuse 
in the UI program. However, it is unlikely the Depart-
ment of Labor could eliminate enough overpayments 
or other errors in the program to completely fund this 
paid leave policy. 

The policy’s cost (estimated to be about $2–3 bil-
lion99) is relatively modest—representing approxi-
mately 2 percent of disability and UI spending—and 
presumably could be paid for out of reforms to exist-
ing programs more easily than a more expensive pol-
icy. The proposal appears to allow states flexibility 
with respect to funding. We strongly recommend 
establishing a defined, reliable source of funding 
before putting the policy in place.

Gender Neutrality. As proposed in the campaign, 
the policy covers only new mothers. In most coun-
tries and companies, maternity and paternity leave 
are treated separately, with more generous leave 
available to mothers. But it is widely recognized that 
parental leave should cover both parents, which this 
proposal does not. However, recent statements from 
the administration suggest the policy might be made 
available to fathers as well.100 

While paid parental leave is a good starting point 
for other types of paid leave, we strongly believe it 
should be available to both mothers and fathers, as 
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discussed in Chapter III. We also agree that family 
care and medical leave should be incorporated once 
more research is conducted on the optimal length 
and design of these types of leave. If a parental leave 
policy extends to fathers, as well as adoptive and fos-
ter parents, it could provide a base on which to build 
other types of leave.

Wage Replacement. There is some uncertainty about 
whether the wage-replacement structure in the Trump 
proposal is a fixed benefit equivalent to the average 
unemployment benefit (around $300) or instead what 
that individual worker would receive under UI. 

The former option would be more progressive. 
For low-income workers—who tend to have the 
least access to paid leave from their employers and 
the lowest savings level—a fixed benefit could result 
in a relatively higher replacement rate than even the 
FAMILY Act, nearing 90 to 100 percent for minimum 
wage employees. This targets the policy toward the 
most disadvantaged, but it implies that most fami-
lies (including lower-middle-income families) would 
consider the replacement rates too low for them to 
take the full duration of leave, although these work-
ers are more likely to have some savings or access to 
employer-offered leave. 

The latter option, relying on existing UI benefit 
rates, would result in low replacement rates for most 
workers using it (40 percent on average), including 
those earning minimum wage. We recommend con-
sidering a higher replacement rate as the federal min-
imum or encouraging states to adopt more generous 
replacement rates.

Job Protection. It is unclear whether this pol-
icy includes job protection. Those who traditionally 
receive UI are, by definition, unemployed and do not 
necessarily expect to return to their former workplace 
once the benefit period concludes. The legislative lan-
guage would have to clarify that eligibility for this 
policy’s benefits not only does not require unemploy-
ment but also includes the guarantee that their jobs 
will be protected during the period of leave. 

Duration of Leave. Six weeks is the average length 
of private-sector leave and also the average length of 
existing state-based family leave policies, where most 
of our evidence on the impact of paid family leave 
comes from. It is also the time when most mothers 
have medical examinations to assess their recovery 
from childbirth. 

Many in the working group, however, believe it is 
too short for mothers to fully recuperate after child-
birth and is insufficient time for parents to adequately 
care for and bond with their new child. Many in the 
group recommend a longer period of leave, possibly 
approaching 12 weeks, to maximize childhood out-
comes and maternal health. 

Interaction with State and Private-Sector Pol-
icies. Since the policy is implemented through the 
state UI systems, states could potentially expand on 
the policy, and the states that have implemented their 
policies through TDI systems would need to adjust to 
the UI mechanism to avoid overlapping agencies pro-
viding paid leave. 

The campaign’s fact sheet explicitly states that the 
benefit would be available only if the employer does 
not offer paid maternity leave.101 This provision would 
strongly incentivize firms to not offer their own paid 
leave. However, because the wage-replacement rates 
and duration are relatively low for higher-income 
earners compared to existing company policies and 
the FAMILY Act, crowd-out effects for higher-income 
workers would be minimal. 

Other Issues. It is unclear how the use of leave 
under this policy would affect firms’ experience 
ratings (the variation of the unemployment tax 
with involuntary unemployment). If more employ-
ees apply for leave, would this affect their experi-
ence rating and subsequently their payroll taxes? If 
so, this could lead to hiring discrimination against 
women of childbearing age, as they are the most 
likely beneficiaries of the policy.
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The Strong Families Act

In February 2017, Sen. Deb Fischer (R-NE) rein-
troduced the Strong Families Act,102 which offers 
a nonrefundable, capped tax credit for firms pro-
viding paid family leave.103 The bill is cospon-
sored by Sens. Angus King (I-ME) and Marco 
Rubio (R-FL). Specifically, it would offer a 25 per-
cent tax credit on wages paid to employees during 
any period in which employees are on family and 
medical leave. To be eligible for the credit, employ-
ers must offer paid family and medical leave at a  
100 percent replacement rate. 

Type. The Strong Families Act requires firms to offer 
a minimum of two weeks of paid family and medical 
leave, as defined in the FMLA, to be eligible for the 
tax credit. 

Administrative Structure. Since the bill applies the 
tax credit for FMLA-standard leave, the Department 
of Labor would remain responsible for determining 
eligibility for the leave, and the IRS would be respon-
sible for the tax credit. The bill is set to terminate two 
years after enactment, and it requires a Government 
Accountability Office (GAO) study on the effective-
ness in promoting access to paid family leave. 

Eligibility. To receive the credit, a firm must offer 
at least two weeks of paid family and medical leave 
per year (prorated for part-time employees) to all 
employees who have been employed at the firm for 
at least one year. The proposal thus imposes a strong 
job-tenure eligibility requirement similar to what our 
working group recommends—one year of work his-
tory with the same employer. Moreover, the language 
suggests that any size business would be eligible. In 
principle, this supports businesses that choose to 
make FMLA leave paid, including small businesses 
not covered by the FMLA.

Funding. The proposed credit is nonrefundable and 
is capped per employee per taxable year at the lesser 
of $3,000 or the regular compensation that would 
have been paid to the employee during the period of 

leave. The rate of payment during the leave must be at 
least 100 percent of the wages normally paid. 

The funding source for the tax credit is unclear, but 
this implies that general revenues might be the effec-
tive funding source, as it is for other tax expenditure 
programs. The fact that the tax credit is nonrefund-
able leaves uncertain whether smaller businesses that 
have zero tax liability would be able to take advantage 
of the credit. If they cannot, this policy offers them 
no incentive to offer the paid leave policy. However, 
since it operates as general business credit, the credit 
could be carried forward and used in years with posi-
tive tax liability. 

At the same time, the fact that this is a voluntary 
policy implies that it would impose no additional 
costs on businesses, and businesses would offer paid 
leave only if they decided it would be cost-effective. 
The proposal offers businesses the flexibility and the 
incentive, but not the mandate, to provide paid leave.

Although estimates vary, this proposal appears 
significantly less costly than the FAMILY Act or the 
Trump campaign proposal. A score from the Joint 
Committee on Taxation for a previous but similar 
version of the act estimated a cost of $3.3 billion over  
10 years.104

Gender Neutrality. Since the act would require 
employers to offer all types of leave under the FMLA 
standard, the tax credit is gender neutral. However, 
although the credit creates no incentive to offer a 
different minimum policy to men versus women or 
mothers versus fathers, it applies no limitations on 
paid leave differences by gender beyond the first two 
weeks, which could result in differences in maternity 
and paternity leave availability despite the credit’s 
neutrality. Many businesses that would be eligible for 
the credit currently have paid leave policies that differ 
by gender.

Wage Replacement. The policy requires businesses 
to offer at least a 100 percent wage-replacement rate 
to qualify for the credit, thus creating perverse incen-
tives for employees to stay out of work longer than 
necessary. Our group believes the employee should 
bear some of the costs of his or her period of leave. A 
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wage-replacement rate closer to 70 percent would be 
preferable to maintain some level of work incentive. 
This would support businesses offering more leave at 
lower pay and encourage workers to return to work 
and full pay. 

Duration of Leave. The policy allows for a minimum 
period of two weeks and up to a maximum of 12 weeks 
in any tax year. While the 12-week maximum is accept-
able to the majority of the group, we feel that two weeks 
is too short for parents to adequately care for and bond 
with a new child. At a minimum, a six- to eight-week 
period should be considered for parental leave.

Job Protection. The policy includes a non-retaliation 
clause for employers. This is much weaker than the 
job-protection rules in other legislation. However, 
since the permitted leave is defined by types of leave 
that are already job-protected under the FMLA, the 
Strong Families Act essentially incorporates the job 
protection already provided for employees and firms 
covered by the FMLA (but it would not offer job pro-
tection to those not covered by the FMLA). 

Interaction with State and Private-Sector Poli-
cies. The act explicitly states that any leave provided 
by state or local governments should not be taken 
into account when considering the benefit provided 
by the employer. However, the requirement that an 
employer must offer all types of paid family and med-
ical leave to qualify for the tax credit reduces the pol-
icy’s flexibility.

Other Issues. This proposal offers flexibility to busi-
nesses and only offers benefits to firms that provide 
an appropriate period of fully paid leave. However, 
the biggest drawback of this tax-credit approach is 
that it would end up subsidizing firms that already 
offer paid leave. Such a policy might simply lead to 
substantial windfalls to employers with existing paid 
leave policies without expanding coverage to those 
most in need. The requirement that the GAO study 
its impacts before proceeding with a more extensive 
paid leave policy could be beneficial to understand 
firm behavior and employees’ leave-taking, but we are 

skeptical that this proposal would move the needle 
much on improving access to paid leave.

Alternative Firm-Based Paid Leave 
Policies

In this section, we discuss a few additional proposals 
for a paid family leave policy in the US that have been 
much discussed in the media and policy circles.

Employer Mandate. Of all the methods of providing 
paid family leave, there is strong public support for a 
mandate on employers. This approach is supported 
by 51 percent of the public, according to a recent Pew 
Research Center survey.105 

However, an employer mandate for paid family leave 
would invite damaging unintended consequences. A 
mandate is not free; it would directly hurt firms’ prof-
its, especially small businesses less able to absorb 
the new cost. Firms would respond to the increase in 
expected labor costs with some combination of rais-
ing prices, cutting other compensation, and reducing 
employment. Furthermore, a mandate would create 
a strong incentive for hiring and pay discrimination 
against those most likely to need or take paid leave. 

Although current public support for a mandate 
outweighs public support for an explicit govern-
ment benefit, our working group opposes implement-
ing paid family leave through a mandate due to the 
negative consequences that we believe would occur. 
A potential alternative could involve more flexible 
paid time off policies. As an example, the Society for 
Human Resource Management has recommended 
general paid time off policies that combine sick, vaca-
tion, personal, parental, and any other leave policies 
into a more flexible benefit.106 

Tax-Favored Savings Accounts for Parental 
Leave. Another alternative would involve creat-
ing special tax-preferred savings accounts to enable 
workers to set aside money for unpaid or partially 
paid leave. The Pew Research Center found that  
54 percent of those who took leave used savings spe-
cifically set aside for it.107 Providing tax-free accounts 
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specifically for this purpose could encourage workers 
to save more in advance of needing leave. In 2016, the 
Independent Women’s Forum recommended creat-
ing personal care accounts, which would allow indi-
viduals to contribute pretax dollars up to a limit, with 
the funds used while the individual is on leave.108 An 
alternative to tax-deductible contributions is to cre-
ate a tax credit based on the amount that is contrib-
uted to such accounts so that all taxpayers receive the 
same benefit from an equivalent amount saved. 

Although these approaches provide flexibility and 
are quite inexpensive, they are likely to provide little 
benefit to lower-income workers, for whom saving 
is particularly difficult. It also adds to the complex-
ity of the myriad of employer-based tax-preferred 
benefits and savings accounts that already exist. For 
this reason, a better option would be to establish 
tax-preferred cafeteria plans that allow employees to 
set aside a portion of their pretax earnings for various 
designated purposes, including parental leave. 

Toward a Compromise 

This discussion of various existing proposals makes 
clear that there is considerable interest in paid paren-
tal leave on both sides of the political spectrum. Sim-
ilarly, members of our working group all favor some 
kind of parental leave. The disagreements center on 
how generous it should be, whether it should be tar-
geted only to the poor or extend to the middle class, 
and how to pay for it. 

We believe finding common ground is feasible. A 
possible compromise might have five elements. First, 
public paid parental leave would be available to both 
employed mothers and fathers (with strict eligibil-
ity requirements), so that working parents do not 
need to return to work within days of a child’s birth 
or adoption. Second, any plan would be budget neu-
tral, splitting the costs of financing between a payroll 
tax and cutting government spending or tax expendi-
tures elsewhere in a way that does not adversely affect 
low-income families. We recognize that the federal 
deficits and debt are on an unsustainable trajectory 
and that it would be irresponsible to make matters 

worse. Since the benefit is targeted to working fam-
ilies, we would ask workers as a group to finance part 
of the plan through a modest increase in their pay-
roll taxes. Third, it would keep the benefits relatively 
targeted and inexpensive by offering a 70 percent 
replacement rate up to a cap of $600 per week, for a 
limited number of weeks (e.g., eight weeks). Fourth, 
it would include job protection. And fifth, it would 
require an independent study of the effects of paid 
family leave to ensure that such a policy is not having 
significant unintended consequences, such as crowd-
ing out existing plans or leading to discrimination. 

The plan’s key elements are its budget neutrality, 
its extension of benefits to the middle and working 
class and not just the poor, and its establishment of 
a floor on the number of weeks of leave provided. 
States and private employers would be free to supple-
ment this leave if they chose to do so. 

Our working group would support such a plan—
not as everyone’s preferred policy but as a reachable 
compromise in our group—and we put it forward for 
others to consider. 

Conclusions

The proposals discussed here reflect the diversity 
of options for a federal paid leave program. They do 
not exhaust the possibilities. The choices made will 
influence how many workers are covered and how 
much these workers will benefit from any federal 
paid leave policy. 

Like any group, our working group has diverse opin-
ions. We recognize that there is a balance between the 
generosity and the cost of a parental leave policy and 
that there is no right answer to where that balance 
should be struck. Moreover, we believe current esti-
mates of cost need improvement and that a more inclu-
sive policy that covers all types of leave in a flexible but 
cost-effective manner deserves further consideration. 

All of us believe that paid parental leave is an issue 
whose time has come. The US is the only advanced 
country that provides no public support to new par-
ents. We hope this report will inform others about 
both the desirability and the design of a new policy. 
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