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-

Family Temporary 

Disability Insurance

What would you do if

…

your wife and young daughter were in the hospital after a car ac

cident?  

your brother passed away and you had to adopt his six year old s

on next week?

your mother broke her hip and needed surgery tomorrow?



[image: image2.wmf]What is SB 1661 (Family 

Temporary Disability Insurance)?

•

Proposed law to extend state disability insurance 

(SDI) to cover temporary family disability which 

prevents an employee from working

•

Highlights

–

Self

-

funded insurance program based on successful SDI 

program

–

Extremely cost

-

effective and efficient program

–

TOTAL cost per employee of $25 per year

–

Partial wage replacement for up to 6 weeks, at up to 

$490 per week
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•

Average Californian works 40

-

50 years

•

SDI created in 1946 for the single

-

income family

–

Insurance program that provides partial wage replacement when 

employee can’t work due to their own disability (worker’s comp 

covers work injury disabilities)

–

Assumed family disability would be handled by the non

-

working 

spouse

•

Now, most California families are dual

-

income

–

No ability to take care of family disabilities as both paychecks

are 

needed

–

Family Temporary Disability Insurance (FTDI) would provide 

partial financial assistance to families during major crisis



[image: image4.wmf]How Does SB 1661 Work?

•

Follows successful 50

-

year SDI program

–

Self

-

funding

–

Low fraud rate

–

Low overhead costs

•

Increases SDI from 0.9% to 1.03%

•

100% funded by employee at about 

$25 per year

•

Same benefit payout as SDI, but only for 6 weeks
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What is DOES NOT

Covers major family disability 

–

seriously ill family 

member or new child

a.

Parent, spouse or domestic partner

b.

Birth or adoption of new child

DOES NOT

create additional family leave beyond what already 

required under existing state and federal law

Follow SDI

’

s checks and balances

a.

Self

-

funded

b.

Doctor

’

s certificate required

c.

7

-

day waiting period

d.

applied for directly by worker

e.

paid directly from FTDI

f.

maximum benefit is $490 per week for 6 wks

DOES NOT

create new job protections

Costs $300 million for entire state ($25 per year per 

employee)

DOES NOT

cost $2.6 billion

Increases employee retention by 18%

a.

saves California employers $89 million in first 

year alone

DOES NOT

create undue burdens on small business

Decreases public assistance payments from state by 

$25 million in the first year alone

DOES NOT

negatively impact the California state budget or budget 

deficit

Increases available labor pool; increases company 

profitability; improves the health of California families

SB 1661:  Facts vs. Fiction



[image: image6.wmf]What Current Programs Cover

Job Security

Paid/Unpaid

Coverage

Program

Yes

Unpaid

12 weeks family leave, 50+ 

employees

Family and Medical Leave 

Act (FMLA)

Yes

Unpaid

12 weeks family leave, 50+ 

employees

California Family Rights 

Act (CFRA)

Yes

Unpaid

4 months for pregnancy, 

childbirth, or related medical, 5+ 

employees

Pregnancy Disability Leave 

(PDL)

Yes

Partial

50% usage of accrued and 

available sick leave for family 

leave, all employees

Family Sick Leave (Labor 

Code Section 233)

No

Partial

Replaces 55% or earnings to max, 

52 weeks of benefits for own 

illness, injury or pregnancy

State Disability Insurance 

(SDI)

No

Partial

Expands SDI to cover 6 weeks 

family leave

Family Temporary 

Disability Insurance 

(FTDI)



[image: image7.wmf]How is Family Leave Paid for Now?

•

In the absence of a paid family leave policy, employees today us

e a 

variety of ways to pay for their leaves

•

Companies often allow employees to take paid leave for family 

medical reasons even if they do not have a formal policy

–

part of their vacation time

–

personal days

–

sick days 

•

Some employees have actual 

“

parental leave

”

benefits

•

Other employers have 

“

temporary disability insurance

”

–

either 

because it is state mandated (as in California) or chosen privat

ely

•

“

Adverse selection

”

problem
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•

51% of non

-

covered establishments anticipate 

that complying with the FMLA would have a 

negative effect on business productivity

•

51% of non

-

covered establishments anticipate 

that complying with the FMLA would have a 

negative effect on business profitability 

•

40% of non

-

covered establishments anticipate 

that complying with the FMLA would have a 

negative effect on employee productivity 

•

24% of non

-

covered establishments anticipate 

that complying with the FMLA would have a 

negative effect on employee morale 

•

71% of non

-

covered establishments expect that 

becoming covered by the FMLA would increase 

their administrative costs 

•

Only 16% of covered establishments experience 

a negative effect on business productivity

•

Only 10% of covered establishments experience 

a negative effect on profitability

•

Only 17% of covered establishments experience 

a negative effect on employee productivity

•

Only 11% of covered establishments experience 

a negative effect on employee morale

•

89% of covered establishments experienced no 

or small changes in administrative costs.  

FEARS

FACTS

*

Source:  2000 Dep’t. of Labor Report

Real life experience with a similar program 

–

employers and employees both benefit
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–

The Time is Now

•

Advantageous and affordable for business, 

employees and California

•

Enables working Californians to manage 

through a family crisis

•

Zero impact to California’s budget

•

Good for California business


Business Quick Reference

FAMILY TEMPORARY DISABILITY INSURANCE

BUSINESS QUICK REFERENCE

SB 1661 enables families to manage through a family health crisis in a manner that is good for businesses, employees and California.  Enabling working Californians to manage through a family health crisis is achievable right now, with zero impact to California’s budget.  
WHAT IS SB 1661 (Family Temporary Disability Insurance)?

Proposed law to extend state disability insurance (SDI) to cover temporary family disability which prevents an employee from working.  Family disability includes a seriously ill child, spouse, parent, domestic partner or birth/adoption of a child.

Highlights:

· Self-funded insurance program based on successful SDI program

· Cost-effective and efficient program

· TOTAL cost per employee of about $25 per year – 100% funded by employee

· Partial wage replacement for up to 6 weeks, at up to $490 per week

· Provides self-funded disability insurance like SDI to provide partial compensation for any covered individual unable to work due to serious family disability.  

· Creates no new employment rights and a small business is not required to hold a job for an employee who goes on Temporary Family Disability Leave.

· Enables California businesses to rationally handle family disabilities in a cost-effective and efficient way that increases employee retention.

WHY IS SB1661 IMPORTANT?

Average Californian works 40 to 50 years – at some point, they will be unable to work because of the serious illness of a family member or the birth or adoption of a new child.

· SDI (State Disability Insurance) created in 1946 for the single-income family

· Provides partial wage replacement when employee can’t work due to their own disability (worker’s comp covers work injury disabilities)

· Assumed family disability would be handled by the non-working spouse.

· Now, most California families are dual-income

· No ability to take care of family disabilities as both paychecks are needed

· Family Temporary Disability Insurance (FTDI) would provide partial financial assistance to families during major crisis.

HOW DOES SB 1661 WORK?

· Follows successful 50-year SDI program 

· Self-funding - increases SDI from 0.9% to 1.03%

· 100% funded by employee at $25 per year

· Same benefit payout as SDI, but only for 6 weeks

· More requirements than SDI (doctor’s and employee certification required, waiting period, use of available accrued vacation, paid directly from FTDI).

· Does not provide for any additional family leave beyond existing state and federal law.   

· Does not create new job protections or family leave benefits.  

· Small businesses of less than 50 employees maintain their family leave exemption.  
WHAT ARE THE IMPACTS ON CALIFORNIA BUSINESS?

Costs:

Independent, public study by leading economists from the University of Chicago and University of California, places the TOTAL cost of FTDI per employee at less than $2.80 per month -- about equal to one Starbucks’ cappuccino.

Benefits:

· No impact on the $23.6 billion state deficit, and according to the economics study, could reduce state public assistance payments by nearly $25 million per year.  

· Good for small businesses - levels the playing field with large corporations already providing this level of benefit.

· Increases employee retention - employees who receive even partial wage replacement return more frequently to the same employer.

· Employee turnover costs savings to employers at $89 million due to increased retention.

· Increases the available labor pool when even partially-paid leave is available.

· Healthier families and more productive workforce.

Help Pass Senate Bill 1661 - Family Temporary Disability Insurance 

It’s easy!  

Take action  http://ga1.org/campaign/sb1661  will let you voice your support to the governor and California’s assembly members.

Speak up – if you are a business owner, or know a business owner who supports SB1661, we can arrange for  opportunities to speak up to the press, the legislators and business peers.  Contact Shelley Symonds at 510.219.0721 or ssymonds@pacbell.net 

Questions and Answers on  SB 1661 (Kuehl)–Family Temporary Disability Insurance
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15But, the CA Chamber of Commerce says that the administration imposed an unprecedented tow-tier SDI tax increase on workers to avoid SDI trust fund bankruptcy in 2002.  Isn’t that true?


15Doesn’t this legislation burden small businesses by imposing a paid benefit scheme and by encouraging employee absenteeism?


15Isn’t it difficult for businesses to find temporary replacement for workers who might be encouraged to take longer leaves under this bill?


16Shouldn’t businesses have the option of offering family leave benefits on a voluntary basis?


16How can paid family leave laws be good for small business?



Questions and Answers on  SB 1661 (Kuehl)–Family Temporary Disability Insurance

What does the bill do?

SB 1661 expands the State Disability Insurance (SDI) program to provide workers with up to 6 weeks of partially paid leave (55-60% of salary up to a specified wage ceiling) to care for a seriously ill family member or a new child.  The current wage ceiling is $490 per week.

What is the SDI program?

SDI provides partially paid leave (55-60% of salary up to a specified wage ceiling) during an employee’s leave for his or her own serious illness.    

Whom does SDI cover?

13 million out of California’s 16 million workers are part of the SDI system. SDI coverage is mandatory for most California workers. However, some employees are exempt from SDI coverage, including most governmental employees.   

Who can you care for under the bill?

Under the provisions of the bill, workers would be able to use the benefits to care for a seriously ill family member (defined as parent, spouse, domestic partner, or child) or a new child (newborns or newly placed adopted or foster care children who are unable to care for themselves).

Why is the bill needed?

Most Californians work between 40 and 50 years.  During this time period, it is highly probable that they will encounter/experience the need to take care of a seriously ill family member or new child.  California law already recognizes the importance of, and provides for, family medical leave under the California Family Rights Act, but most workers are unable to utilize that leave because it is unpaid.  The Family Temporary Disability Insurance is exactly as it sounds— an insurance plan that hard working Californians can use when the above criteria is met (one week waiting period, use of  two weeks earned vacation pay first, verified by letters from doctor and employee, partial wage replacement).  

SB 1661 simply makes family leave accessible to more workers by providing partial wage replacement through a program that expands State Disability Insurance. 

Today, hard working Californians are forced to make a choice between caring for a seriously ill family member and a paycheck.   Family Temporary Disability Insurance, like the current SDI, will be there to provide financial assistance in times of serious medical need.

Does this bill change the California Family Rights Act (CFRA), Pregnancy Disability Leave (PDL) or Family Sick Leave in any way?
No, this bill does not amend or change CFRA, which provides job protections for employees who take leave to care for a seriously ill family member or new child.  Nor does it amend or change PDL or Family Sick Leave.

This bill simply expands the State Disability Insurance program to help pay for family medical leave.  The bill grants no new rights to take family leave or provide any additional job protections.

How does FTDI fit into current California Laws on Family Care Leave?

SB 1661 and CALIFORNIA LAWS on FAMILY CARE LEAVE

STATE DISABILITY INSURANCE

	
	BENEFITS
	ELIGIBILITY REQUIREMENTS

	STATE DISABILITY INSURANCE

(SDI) 

Unemployment Insurance Code 

Section  2601
	· Replaces 55% of earnings up to a maximum of 

$490 per week in 2002   

$602 per week in 2003                   

$728 per week in 2004                 

$840 per week in 2005.

· Can receive up to 52 weeks of benefits for own illness, injury or pregnancy
	· Earned sufficient wages during the disability  base period in covered employment  

· Not able and available for work due to own illness, injury or pregnancy

· Served 1 week waiting period & requires doctor’s verification of need

	SB 1661 (KUEHL)


	· Expands the current SDI coverage for pregnancy and a workers own illness or injury to include up to 6 weeks benefits to care for a seriously ill or injured family member or because of the birth, adoption or foster care placement of a new child  
	· Same basic eligibility principles as SDI

· Maximum length of coverage is 6 weeks

 


OTHER RELATED FAMILY LEAVE LAWS

	CALIFORNIA FAMILY RIGHTS ACT

(CFRA)

Government Code Section 12945.2
	· 12 weeks of unpaid leave for qualifying reasons (bonding and serious health condition) of employee or immediate family member

· Continued health care coverage and job protection
	· One year of service with the current employer

· Worked 1250 hours in the year preceding the leave

· Employed by a public or private employer with 50 + employees

	PREGNANCY DISABILITY LEAVE (PDL)

Government Code Section 12945 (b) (2)
	· Up to 4 months of unpaid leave for pregnancy, childbirth, or a related medical condition 

· Job security upon return from leave
	· Employed for a public or private employer with at least 5 employees

	FAMILY SICK LEAVE

Labor Code 

Section 233

	· Permitted to use 50% of accrued and available sick leave to attend to an illness of a child, parent, spouse, or domestic partner  

· Employer prohibited from discharging due to family sick leave use
	· Employed by a public or private employer

· Have accrued and available sick leave

· Covers all private and public employees


How will this program be funded?

Per the current version of SB 1661, the cost of this new benefit will be paid 100% by employees in the form of a payroll tax.

The Employment Development Department has recalculated the cost of the program based upon the amendments taken in the Assembly Appropriations Committee.  They estimate that the total cost of the program  (including disbursements and administrative costs) will be $300 million.  This cost will be shared among 13,140,331 workers.  With an average yearly cost per employee cost of $22.80.  As the bill is currently constructed, in the first two years of operation, the employee will pay 0.08% of their salary up to a certain income threshold.  For the average worker in California (earning $36,000) that will equal a contribution of $27 per year.  This will more than cover the $22.80 average employee cost of operating to program. This will likely result in a SDI tax decrease in 2006, when the EDD will be able to reduce the contribution rate based upon the experience over the first two years of operation.

A second independent analysis conducted by leading economists at the University of Chicago and UC Berkeley, estimates the most likely cost of the program to be $2.79 per month per employee.   Using these higher estimates, the rate of increase to SDI would still only be 0.12%, increasing the total STDI/FTDI percentage from 0.9% to 1.03% of income.  

From an overhead perspective, FTDI would be administered and function just as the current SDI operates today.  SDI’s overhead is between 5-10% for the entire fund, which has resulted in a very small number of employers (17%) opting for private coverage.  Filing for benefits under FTDI is identical to filing for SDI.  The paperwork burden placed on the employer and employee should be minimal.

Further, during the time the employee is taking advantage of FTDI (at 55% of their salary with an $490/week maximum), the employer will not be paying their salary.  As with SDI, the only hard expense to the employer during this time period is the employer medical benefit contribution.  This allows employers the flexibility to re-allocate or apply the employee’s current pay to hire a temporary employee, overtime or as a bonus pool for colleagues who may have to pick up some of the additional work. 

What will a minimum wage earner’s yearly contributions for the family leave program?

$11.23 a year.  A minimum wage earner, making $6.75, working 40 hours a week, 52 weeks a year makes a yearly salary of $14,040.  0.08% of $14,040 equals a yearly contribution of $11.23.  For the minimum wage workers, the weekly family leave benefit will be $148.50.  

How can you assure that workers won’t abuse this new benefit program?

Under the bill, workers are required to provide a doctor’s certification stating that the patient’s serious illness warrants the worker’s care. If a doctor lies on this certification, they are liable for fraud. There are other disincentives to prevent abuse of the program built into the bill.   Workers are also required to certify that no other family member is available to care for the patient.  If a worker has earned vacation time, they are required to use up to two weeks of vacation time prior to using FTDI.  Finally, the first week of family leave is unpaid and after that workers only receive 55-60% of their wages up to a certain income ceiling. While partial wage replacement certainly will help a family scrape by in a time of real crisis, it isn’t enough of an incentive to risk losing your job for fraudulently taking the leave.

How does the provision of the bill that allows an employer to require an employee to use two weeks of vacation prior to going on paid family leave work, when an employee has no vacation days? 

The employer can only require an employee to use earned but unused vacation leave. So, if an employee doesn’t have any accrued vacation leave, they can’t be required to use it prior to applying for SDI benefits.  

How often can employees take paid family leave in a year?

An employee may take up to 6 weeks per 12-month period.  This may be taken as a single 6-week leave or as multiple leaves within one year.  Since the actual average leave length under the Family and Medical Leave Act (FMLA) is 12 days, roughly equivalent to a two week vacation, this is not anticipated to be an overwhelming burden to employers.  In addition, since the employer is not paying the employee’s compensation during this period, the operational expense can be allocated to other labor to help cover the leave.

Does this bill provide any new job protection to employees while they are out on family leave eliminate an employer’s control over their employee’s leave and hand it over tot the state of California?

No, this bill does not create any new job protections.  FTDI is merely an insurance program that provides partial wage replacement when an employee is out on a family medical leave.

Furthermore, this bill does not alter any of the laws with regards to who may take legally protected leave to care for a seriously ill family member or new child.  Small employers will continue to have the legal right to deny an employee leave to care for a seriously ill family member, because those employers are not governed by CFRA or FMLA. Employees who have paid into the SDI program will have a right to the benefit while caring for seriously ill family members, but they do not have a right to their job back at the end of their time caring for that family member, unless their leave is governed by CFRA/FMLA or California’s Pregnancy Disability Leave law.  The provisions of this bill have not altered an employer’s rights with regards to control of an employee’s leave in any way. 

Won’t this bill create an undue burden upon our business community, which is now just emerging from the recession?

This program also creates savings for the business community and the state of California.  The 2002 University of Chicago economics study estimates a savings of $89 million to employers due to increased employee retention and decreased turnover each year.  This is a very conservative estimate.  In addition, the state of California could save up to $25 million in decreased public assistance payments if families are receiving partial wage replacement during a medical emergency.

Finally, studies on the actual impact of paid family leave on employment in European countries has actually shown that this type of paid family leave actually increases the labor pool which means employers have more candidates to draw from.  

How will small business owners afford an employee taking three months of maternity leave? 

Employers of 5 or more employees are already required by law (Pregnancy Disability Leave) to allow employees to take up to four months of maternity leave.  State Disability Insurance currently funds partial wage replacement for a period of  6 to 10 weeks dependent upon the circumstances of the birth. 

FTDI could potentially extend this and provide partial wage replacement to mothers for the care of their newborn child for an additional 12 week period.  While this combination of  SDI and FTDI could provide partial wage replacement for slightly more than 4 months, it is important to note that women who opt to do this will lose their  job protections afforded under PDL, CFRA & FMLA. Hence, it is highly unlikely that women will extend their maternity leaves beyond the already protected  four month period.

Won’t this bill promote discrimination against women of childbearing age?

Interestingly, studies from Europe explored the link between paid family leave and labor force participation.  In his ground-breaking study, Christopher Ruhm analyzed annual country level data from 1969 to 1993.  He found that rights to a 3 month leave lead to a 3-4% increase in women’s rate of employment.  This study shows that medium-length family leave does in fact lead to more women staying in the labor force.

Another study by Jonathan Gruber, “The Incidence of Mandated Maternity Benefits”, estimates the impact of mandated maternity leave upon wages and employment of women.  Gruber found that the wage gap between states that mandated the leave and those that did not was almost exactly equal to the costs of providing maternity care insurance which suggests that employers did not pay much, if anything, of the costs of mandated maternity benefits.  Gruber also finds no dis-employment effects of women for the states implementing mandated maternity benefits.

Finally, family care benefits apply to both women and men, and any discrimination against women on this account is illegal.

Is it true that SB 1661’s new paid leave benefits are impermissible under the federal Employment Retirement and Income Security Act (ERISA)?

The Employee Retirement Income Security Act (ERISA) was enacted to ensure that employees receive the pension and other benefits promised by their employers. ERISA also incorporates and is tied to provisions of the Internal Revenue Code (IRC) designed to encourage employers to provide retirement benefits and other benefits to their employees.  ERISA has a complex series of rules that cover pension, profit-sharing stock bonus, and most "welfare benefit plans," such as health and life insurance. ERISA supersedes almost all state laws that affect employee benefit plans and has thus created a single federal standard for employee benefits.

However, Section 1003 of the federal Employment Retirement and Income Security Act (ERISA) specifies that its provisions do not apply to employee benefits plans maintained for the purpose of disability insurance.  Since FTDI is a disability insurance plan, it is definitely permissible under ERISA.

Is it true that the SDI Trust Fund is nearly bankrupt and the reserve adequacy level has dropped alarmingly?

No, in fact the SDI Fund is healthy. EDD estimates that there will be a $768 million fund balance at the end of the 2002 calendar year, increasing to a $1,047 million fund balance at the end of 2003, and to $1.37 billion at the end of 2004. Rather than dropping alarmingly, the reserve adequacy level has improved in recent years. 

But, the CA Chamber of Commerce says that the administration imposed an unprecedented tow-tier SDI tax increase on workers to avoid SDI trust fund bankruptcy in 2002.  Isn’t that true?

An error occurred in establishing the 2000 SDI contribution rate, resulting in the need for a mid-year correction in the contribution rate.  There was no unprecedented two-tier SDI tax increase in 2000.  As seen above, the SDI trust fund is not near bankruptcy.

While many Californians often feel that they are unduly taxed, an independent California Labor Survey conducted in 2001, found that 79% of workers believe that employees should have access to a paid family leave policy.  Even families earning the highest incomes (over $80,000 per year) and pay the most taxes are over 70% in favor of paid family leave.  Last, Californians overwhelmingly support paid family leave regardless of gender, political party affiliation, income level or managerial status.

Doesn’t this legislation burden small businesses by imposing a paid benefit scheme and by encouraging employee absenteeism?

When forced to chose between a paycheck and their family, many employees often chose to leave their jobs. Worst yet, studies have shown that employees often don’t return to their jobs after taking a period of unpaid leave.

This legislation will help level the playing field for small businesses by enabling them to offer partial wage replacement when employees are out on family and medical leave.  Programs such as this increase employee retention by 18%, which helps small businesses avoid termination, hiring and re-training costs.  According to the University of Chicago study, in the long run, the size of the labor pool which is attracted to small businesses may increase because of this benefit, which is good for small business.

Isn’t it difficult for businesses to find temporary replacement for workers who might be encouraged to take longer leaves under this bill?

Employees in paid leave have a variety of incentives to return to work as soon as possible. Many feel responsible for completing their projects or duties, and feel an allegiance to their co-workers to finish their share of the work. Others may be concerned that taking excessive leave could hinder their career advancement. Others may find that the 55 percent wage replacement is an insufficient income to live on for more than a few weeks.

It is likely that with the passage of SB 1661, only those employees who truly need to take long periods of leave for essential reasons will use this benefit for all 6 weeks.  The University of Chicago study estimated a 50% increase in leave length over the current actual leave lengths for comparable unpaid leaves as reported in a 2000 Department of Labor survey.  This resulted in a leave length increase of only 18% over what is currently taken unpaid.

Shouldn’t businesses have the option of offering family leave benefits on a voluntary basis?

While many businesses already offer excellent benefits packages for their employees, this legislation helps level the playing field for those businesses that currently do not. Under current law, businesses have the option of offering family leave benefits, but most do not.  The FTDI affords all California businesses the opportunity to offer a highly sought after benefit at a very low cost.  

How can paid family leave laws be good for small business? 

Leveling The Playing Field

Currently, larger employers are a disproportionate share of those who provide family leave benefits (i.e., wage replacement while employees are out on family and medical leave).  This not because larger employers care more about their employees but because they can afford to provide these benefits.

The ability of larger employers to provide such benefits puts smaller businesses at a disadvantage vis-à-vis larger businesses when it comes to competing to recruit and retain workers; particularly skilled, loyal, reliable workers.

Make the Benefits Affordable by Spreading the Risk and the Cost

Absent conditions in which all employers provide family leave benefits – conditions which paid family leave legislation would establish – should a subset of employers, small or large, decide to provide family leave benefits to their employees, they are subject to the law of adverse selection;  that is, those in the labor force who are most “at risk” of needing the benefit gravitate to the employers providing the benefit.  This means that such employers, acting on their own, bear a disproportionate share of the risk – and hence the cost -- for the full pool of employees in the labor force.  Paid family leave legislation would spread the risk among all employers, and thereby lower the cost to employers of providing such benefits, ending the current situation in which the best employers – that is, the best corporate citizens – carry both the load and the cost for the other employers

Cost Savings to Business through Increased Retention

According to the University of Chicago and California cost/benefit study, California employers will save between $38.4 and $89 million dollars a year through reductions in turnover, should SB 1661 become law.  This figure is derived, in part, from data gathered by the U.S. Department of Labor and released in December 2000, which shows that employees taking family and medical leaves “return to same employer” at a much greater rate when they receive wage replacements while on leave.
Action Email

1.  action email leadership version 

Help Pass Senate Bill 1661 - Family Temporary Disability Insurance 

SB 1661 enables families to manage through a family health crisis in a manner that is good for businesses, employees and California.  Enabling working Californians to manage through a family health crisis is achievable right now, with zero impact to California’s budget.  

On August 30, the California legislature sent family temporary disability insurance legislation to the Governor's desk.  The bill would allow workers to collect partial wage replacement for up to six weeks while they take time off to care for seriously ill family members or to care for a new child.  This essential bill will be funded entirely by employee contributions that would total about $25 per year. It will cost employers nothing.  

Please join us in telling Governor Davis that it's time—past time—to make family temporary disability insurance available for working families. Click on http://ga1.org/campaign/paidfamilyleave_governor to send a letter, or call the Governor's office directly at 916-445-2841.  If clicking on the above link does not work, copy and paste the link into your browser box.

What is SB 1661 (Family Temporary Disability Insurance)?

Proposed law to extend state disability insurance (SDI) to cover temporary family disability which prevents an employee from working.  Family disability includes a seriously ill child, spouse, parent, domestic partner or birth/adoption of a child.

Highlights:

Self-funded insurance program based on successful SDI program

Cost-effective and efficient program

TOTAL cost per employee of about $25 per year – 100% funded by the employee

Partial wage replacement for up to 6 weeks, at up to $490 per week

Provides self-funded disability insurance like SDI to provide partial compensation for any covered individual unable to work due to serious family disability.  

Creates no new employment rights and a small business is not required to hold a job
for an employee who goes on Temporary Family Disability Leave.

Enables California businesses to rationally handle family disabilities in a cost-effective and efficient way that increases employee retention.

Why Is SB1661 IMPORTANT?

· Average Californian works 40 to 50 years – at some point, they will be unable to work because of the serious illness of a family member or the birth or adoption of a new child.  

· SDI (State Disability Insurance) created in 1946 for the single-income family

· Provides partial wage replacement when employee can’t work due to their own disability (worker’s comp covers work injury disabilities)

· Assumed family disability would be handled by the non-working spouse.

· Now, most California families are dual-income

· No ability to take care of family disabilities as both paychecks are needed

· Family Temporary Disability Insurance (FTDI) would provide partial financial assistance to families during major crisis.

How Does SB 1661 Work?

· Follows successful 50-year SDI program 

· Self-funding - increases SDI from 0.9% to 1.03%

· 100% funded by employee at about $25 per year

· Same benefit payout as SDI, but only for 6 weeks

· Same requirements as SDI (doctor’s certification required, waiting period, paid directly from FTDI) and additional safeguards (employee certification, must use up to 2 weeks of accrued vacation time first – if available).

· Does not provide for any additional family leave beyond existing state and federal law.   

· Does not create new job protections or family leave benefits.  

· Small businesses of less than 50 employees maintain their family leave exemption.  

WHAT ARE THE IMPACTS ON CALIFORNIA BUSINESS?

Costs:

Independent, public study by leading economists from the University of Chicago and University of California, places the TOTAL cost of FTDI per employee at less than $25 per year -- a monthly cost for the employee of about one Starbucks’ cappuccino.

Benefits:

· No impact on the $23.6 billion state deficit, and according to the economics study, could reduce state public assistance payments by nearly $25 million per year.  

· Good for small businesses - levels the playing field with large corporations already providing this level of benefit.

· Increases employee retention - employees who receive even partial wage replacement return more frequently to the same employer.

· Employee turnover costs savings to employers at $89 million due to increased retention.

· Increases the available labor pool when even partially-paid leave is available.

· Healthier families and more productive workforce.

What you can do:

It’s easy!  

1.  Take action -- http://ga1.org/campaign/sb1661  will let you voice your support to the governor and California’s assembly members.

Speak up – if you are a business owner, or know a business owner who supports SB1661, we can arrange for  opportunities to speak up to the press, the legislators and business peers.  Contact Shelley Symonds at 510.219.0721 or ssymonds@pacbell.net .

2. action email membership version 

Help Pass Senate Bill 1661 - Family Temporary Disability Insurance 

SB 1661 enables families to manage through a family health crisis in a manner that is good for businesses, employees and California.  Enabling working Californians to manage through a family health crisis is achievable right now, with zero impact to California’s budget.  

On August 30, the California legislature sent family temporary disability insurance legislation to the Governor's desk.  The bill would allow workers to collect partial wage replacement for up to six weeks while they take time off to care for seriously ill family members or to care for a new child.  This essential bill will be funded entirely by employee contributions that would total about $25 per year. It will cost employers nothing.  

Please join us in telling Governor Davis that it's time—past time—to make family temporary disability insurance available for working families. Click on http://ga1.org/campaign/paidfamilyleave_governor to send a letter, or call the Governor's office directly at 916-445-2841.  If clicking on the above link does not work, copy and paste the link into your browser box.

What is SB 1661 (Family Temporary Disability Insurance)?

Proposed law to extend state disability insurance (SDI) to cover temporary family disability which prevents an employee from working.  Family disability includes a seriously ill child, spouse, parent, domestic partner or birth/adoption of a child.

Highlights:

· Enables California businesses to rationally handle family disabilities in a cost-effective and efficient way that increases employee retention.

· Self-funded insurance program based on successful SDI program to provide partial compensation for any covered individual unable to work due to serious family disability.  

· Partial wage replacement for up to 6 weeks, at up to $490 per week.

· Cost-effective and efficient program - annual cost per employee of about $25, 100% funded by employees

· Does not create additional job protections or family leave benefits. 

· Increases employee retention - employees who receive even partial wage replacement return more frequently to the same employer. 

· Employee turnover costs savings to employers at $89 million due to increased retention.

· Good for small businesses - levels the playing field with large corporations already providing this level of benefit. 

· Increases the available labor pool when even partially-paid leave is available.

· No impact on the $23.6 billion state deficit, and according to the economics study, could reduce state public assistance payments by nearly $25 million per year.  

· Healthier families and more productive workforce.

What you can do:

It’s easy!  

1.  Take action -- http://ga1.org/campaign/sb1661  will let you voice your support to the governor and California’s assembly members.

2.  Speak up – if you are a business owner, or know a business owner who supports SB1661, we can arrange for  opportunities to speak up to the press, the legislators and business peers.  Contact Shelley Symonds at 510.219.0721 or ssymonds@pacbell.net .

Business Letter of Support

Name

Title

Company Name

Street Address

City, State Zip
The Honorable Gray Davis

Governor of California

State Capitol

Sacramento, CA 95814

RE: Support SB 1661 – Family Temporary Disability Insurance Legislation

Dear Governor Davis:

As a California business, I am writing to ask for your support of SB 1661(Kuehl) which would provide Family Temporary Disability Insurance to working Californians to care for a sick family member or a new child. SB 1661 enables California businesses to rationally handle family disabilities in a cost-effective and efficient way that increases employee retention.

The average Californian works 40 to 50 years – at some point, they will be unable to work because of the serious illness of a family member or the birth or adoption of a new child.  Developing systems that help families adapt to the competing interests of work and home not only benefits workers, but also benefits employers by increasing worker productivity and reducing employee turnover.

I support SB 1661 because it:

· Retains employer’s control of their employee’s leave. 

· Is a low cost and efficient insurance program, now completely self-funded by monthly employee contributions only.

· Enables employers to re-allocate resources to cover temporary absences by using the salary that would have gone to the employee on leave for temporary workers, overtime or a bonus pool.

· Increases employee retention, because employees who receive even partial wage replacement return more frequently to the same employer.

· Decreases employee turnover, because employees who return to the same employer do not have to be replaced – an estimated cost savings to California businesses of $89 million.

· Does not impact the current state budget deficit or imperil the State Disability Insurance.

· Creates no new employment rights or family leave benefits.

· Maintains small business’ FMLA/CFRA exemption.

SB 1661 is a cost-effective way for employers to handle the inevitable employee family crisis.  I hope you’ll support this legislation which is so important to California businesses.

Sincerely,

Business Op-Ed Pieces & Letters to the Editor

Editor:

Your September 25 editorial, "An Unfriendly, Costly Gesture," misfires on several counts.

I am the CEO of a Silicon Valley software development company that employs 8 people.  In building my business, I am focused on building a quality product, and hiring and retaining the best talent to build our products.  The new Family Temporary Disability Insurance law helps me to do both.

FTDI enables an employee, when faced with the inevitable serious family medical crisis, to receive partial wage replacement for up to 6 weeks while out on leave to take care of their family.  When building an enterprise-class software product, the last thing I want my employee to do is work without being focused and productive.  An employee thinking about his or her family can introduce severe errors into the software that could cost my business dearly.  It is much better for my company if they take the time off, and come back with their minds fully focused.

Even in today’s job market, hiring and retaining top talent is a concern for my business.  Every employee counts, especially in a small company, and any law that gives me a competitive edge in attracting and retaining top talent is a benefit to my business.   The new FTDI law will help me to retain my employees, as studies have shown that employees that receive even partial wage replacement when out on leave are more likely to return to their employer than those who receive nothing.  And, laws like this have been shown to increase employee participation in the workforce – meaning I can attract more potential employees.

In a competitive market, companies like mine are built not only through quality products, but through quality employees, too.

We can either pretend that family issues won’t arise for our employees, or we can address the issue head on in a rational manner that’s good for businesses.  The new FTDI law enables us to profitably manage through the inevitable while improving California businesses’ competitiveness.

Rishi Agarwal

CEO

Alysida Solutions, Inc.

______________________________________________________________________________

Editor:

As a small business owner who supports California's new Family Temporary Disability Insurance law, I take exception to your September 25 editorial entitled, "An Unfriendly, Costly Gesture."

"Just Desserts" is a small baking company that employs 140 people with about $12 million in annual revenues.   We have grown this company from 2 employees in 1974 to our current size profitably and sustainably.  About 22 years ago, we implemented our own company-based paid family leave program.

Today's economy means that most families require two wage earners to survive, with the average Californian working for 40 to 50 years.  During this time, it is likely that there will be some short period when your employee is unable to work due to the serious illness of a family member or the birth or adoption of a child.  Our paid leave plan, as well as the new state law signed by Governor Davis are in recognition of that reality.

As one of the few small businesses with 22 years of experience with paid family leave, I can assure other California businesses that not only does paid family leave increase the profitability of your business, it also reduces employer’s expenses, helping us to better manage the inevitable.  This law will help your business’ profitability by increasing employee retention and increasing employee productivity.  This law will reduce your business’ expenses associated with employee recruitment and training costs.  And, it costs you nothing  as FTDI is completely employee-funded.

Our employees, knowing they'll still be able to pay the bills while tending to the important temporary needs of their families, feel better about their jobs.   This  is why so many of our employees have stayed with us for years, increasing our profitability and decreasing our costs.

That makes "Just Desserts" a very competitive company.

Sincerely,

Elliot Hoffman, Co-Owner

Just Desserts

550 85th Avenue
Oakland, CA

paid leave is good for california businesses

By Anne Bisagno

Owner, Xantrion
What would you do if one of your employees had a new baby who needed critical care or an elderly parent who needed emergency surgery?  The average Californian will work for approximately 40 to 50 years.  And during this time, it is most likely that there will be some short period when your employee is unable to work due to the serious illness of a family member or the birth or adoption of a child.  While California law already recognizes the importance of family leave, it does not provide for paid leave.  This puts both business and workers in an untenable position.  Employers suffer because employees aren’t fully productive and employees suffer because they can’t take time to take care of a serious family crisis.  SB 1661, Family Temporary Disability Insurance (FTDI), has crucial benefits for both California businesses and working families, and the Governor should sign this affordable, business-friendly legislation into law without delay.

SB 1661 enables families to manage through a family health crisis in a manner that is good for California businesses.  The legislation would provide up to six weeks of partially paid leave to care for a seriously ill family member or new child through an expansion of the State Disability Insurance program.  Employers would contribute nothing to the cost of FTDI.  It does not provide for any additional family leave beyond what is already required under existing state and federal law, and it does not create new job protections or family leave benefits.  Small businesses of less than 50 employees maintain their family leave exemption.  The program would be funded entirely through employee contributions.  The average employee’s contribution for the new program would be approximately $2.25 a month – less than the cost of a cup of Starbucks coffee.

While critics claim the law would create hardships for businesses, the truth is SB 1661 is advantageous and affordable for California businesses.  The legislation would help California employers better manage the inevitable and better retain their employees.  Not only does FTDI allow employers to reallocate the employee’s salary while out on leave to cover temporary workers, overtime or a bonus pool, but FTDI can also foster greater employee attachment to jobs, reducing employers’ recruitment and training costs.  SB 1661 particularly aids small businesses who can’t provide this benefit at their own expense.  And, it levels the playing field for small businesses with large corporations who may already informally provide this level of benefit.  

Experience shows that employees who receive some partial wage replacement during a family medical crisis feel tremendous loyalty and return more frequently to the same employer.  An independent study analyzing the costs of SB 1661 estimates savings to employers at $89 million, in the first year alone.  The study also finds that SB 1661 would result in savings for the state of California.  When forced to take unpaid leave, many Californians turn to public assistance because they cannot survive without a paycheck.  FTDI would decrease reliance on assistance programs, including TANF and food stamps, saving the state almost $25 million annually. 

Add One

Clearly, SB 1661 makes good business sense. The legislation is good for California’s businesses, it is good for California’s working families and it is good for California.  Enabling Californian employers to manage more rationally through their employees’ family health crises isn’t simply laudable – it is achievable right now.  Governor Davis should uphold his commitment to both businesses and families and sign SB 1661 into law.

Anne Bisagno is the owner of Xantrion, The Small Business Computer Solutions Company – a provider of computer services for small businesses.
Business White Paper
Why Family Temporary Disability Insurance is Good for California Business

“Senate Bill 1661 would actually save businesses money and taxes by reducing dependence on government-supported home health care, transportation and emergency services; structured leaves would reduce tardiness and absenteeism; productivity would increase because workers would not be affected by worrying about a loved one. A secondary effect would be that an ill loved one would recover faster and return to work. All of these reasons will also strengthen employee loyalty. As a small-business owner, I have no problem paying extra disability taxes. I count these toward the dues I pay to operate in the fifth-largest economy in the world. California's educated and highly trained work force, its staggering variety of products and services and its voracious but knowledgeable consumers are strong reasons for enacting Kuehl's SB 1661.”








-  Kenneth W. Lock, Santa Monica
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Executive Summary

The past year has been a difficult time for both employers and employees alike.  With the economic recession, employers are struggling to keep their businesses viable and profitable.   Employees are struggling to balance working harder to keep their jobs with their increased priority on family after September 11.

While these two drives may seem at odds, opportunities exist that can actually benefit business and employees at the same time.  California’s proposed Family Temporary Disability Insurance (FTDI) is one of those opportunities.
  FTDI extends the existing State Disability Insurance (SDI) program to cover partial wage replacement for employees taking family leave under existing family leave programs.  FTDI does not create any new leave for employees nor does it impact California’s general fund through new taxes.  

FTDI is merely a low-cost insurance program co-funded by employees and employers that enables employees to take family leave for serious family issues while minimizing the impact on their employers and state public assistance.  The cost of the FTDI insurance is estimated at $2.10 per month for the employee and the employer, far less than the average daily coffee.

Currently, when faced with a major family issue (elder care, birth or adoption of a new child, spousal or domestic partner serious illness) most working Californians must choose between a paycheck and their family.  Employee retention, productivity and employer profitability all suffer.

A study by leading economists at the University of Chicago and University of California, A Report on Paid Family Leave in California (“Chicago Report”) was recently released which extensively analyzes the costs and benefits of implementing FTDI in California.  This white paper draws heavily upon this excellent study.  The full study can be read at http://laborproject.berkeley.edu.  In addition, the state Employment Development Department has released their projections of the cost of FTDI.

Good for California Business

At first blush, any program which helps workers to take family leave seems contrary to business profitability and viability, state taxation and employment.  However, the Chicago Report found significant savings to both employers and the state.  It estimates that California employers will save nearly $90 million per year in decreased employee turnover costs and the state of California will save nearly $25 million per year in reduced public assistance payments.  In addition, employee productivity and state income tax paid by employees are estimated to rise.  Finally, the available labor pool is expected to expand as working now becomes an option for Californians who previously could only put their families first.

Most importantly, these benefits rise from a jointly funded insurance program, not through any increase in state taxes.

Good for California Workers

In today’s dual income households where each adult is holding one or more jobs, the ability to deal with a family crisis is precarious for most Californians.  During the average Californian’s 40 to 50 years of work, it’s highly probable that for some short time, they will be unable to work due to the serious illness of a family member or the birth or adoption of a new child.  When California's State Disability Insurance (SDI) was enacted in the 1940s, it covered the worker's own illness or disability with the understanding that family disability would be handled by the non-working spouse.  Today, with most California families requiring dual incomes, no one is available to handle a major family health crisis.  Far too often, a good employee must chose between their family and their job.

What would you do if…

your wife and young daughter were in the hospital after a car accident?  

your brother passed away and you had to adopt his six year old son next week?

your mother broke her hip and needed surgery tomorrow?

Time and money are required to take care of families needs.  The ability to take time off from work has been legislated already through the Family and Medical Leave Act, California’s Family Rights Act (CFRA) and Pregnancy Disability Leave (PDL).  What has not been provided for is the ability to retain some or all of the worker’s wages while out on leave. 

To fill this void, many individual businesses have creatively allowed employees to attempt to retain earnings while on leave through using sick leave, vacation time or even vacation time donated from fellow employees.  Money worries have been addressed for an employee’s own serious illness through the State Disability Insurance (SDI) program.  SB 1661 now would address an employee’s money worries for their family crisis by creating a self-funded insurance program through FTDI.

Studies have shown that two very beneficial effects occur when family leave has some level of wage replacement:

· Families are healthier – child mortality decreases, improved care of family members results in shorter time off the job

· Workers are more likely to return to their current jobs – removing a burden from the worker of looking for work once the family crisis is over.

Finally, a recent survey showed the cost of the program ($2.10) is far beneath the value received and the price most California workers are willing to pay for this type of benefit.  

SB 1661 enables families to manage through a family health crisis in a manner that is good for California businesses and workers.   
Background

In 1993 President Clinton signed the Family Medical Leave Act (FMLA) into law, allowing covered and eligible employees to take up to 12 weeks of unpaid leave from a job to attend to their own health, the health of a family member, or to spend time with a new child.  However, while many Americans need to take leave for family or medical reasons, a significant percentage of these individuals do not take leave because they cannot afford to miss a pay check.

Numerous states have identified this shortcoming in the current law and the adverse impact it has had on employees and their employers. Consequently, in 28 states, including California, Massachusetts, New York and New Jersey, paid leave bills have been introduced

In Paid Family Leave in California:  An Analysis of Costs and Benefits  (June 19, 2002), researchers Arindrajit “Arin” Dube of the University of Chicago, Department of Economics and Ethan Kaplan of the University of California, Berkeley, Department of Economics conduct a cost benefit analysis of one such piece of legislation, Senate Bill (SB 1661), introduced in the California legislature in February 2002.  This legislation expands the state’s existing State Disability Insurance (SDI) system.  The current SDI system already provides partial paid family and medical leave, providing employees 55-60 percent wage replacement when they take leave to recover from a non-workplace-related serious illness, including pregnancy- and birth-related disabilities.  SB 1661 would extend this family and medical leave insurance system to allow employees 50-60 percent wage replacement when they take up to 12 weeks of leave to care for a newborn or newly adopted child or for a seriously ill family member.

Using data from the U.S. Department of Labor, researchers begin by providing three different cost scenarios for SB 1661.  They then examine cost savings for employers using data that indicate that employees who receive some form of paid benefits are more likely to return to their employer. They also analyze data concerning the percentage of unpaid leave takers that currently end up on public assistance. Researchers conclude by discussing the costs and benefits of SB 1661 and also propose recommendations for future study.

Key Findings

Benefits of SB 1661

The results of this analysis indicate that passage of the legislation could not only extend benefits for the 12 million California employees currently covered by SDI, but also create significant financial savings for employers and the State of California. Researchers find:

· California companies could save $89 million under a paid family leave program due to increased employee retention and decreased turn-over;

· The State of California could save $25 million annually, due to decreased reliance on public assistance programs, including TANF and Food Stamps.  Many individuals currently turn to these programs when taking unpaid leave causes them financial hardship.
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Costs of SB 1661

Researchers estimate that expanding the State Disability Insurance program as SB 1661 specifies would require a 0.2 percent increase on employees’ payroll tax. This would raise the total cost of the existing SDI system to 1.1 percent of salary and income. This tax would be shared between employees and employers. With an estimate of average employee uptake of the expanded program:

· SB 1661 would cost California employees an average of  $2.10 per month, or $2.33 per month for 2003;

· SB 1661 would cost employers an average of $2.10 a month per employee.

· The total cost per employee is an average of $50 a year, and in 2003, $56 a year.   

FMLA and Its Impacts


In 1993, the Clinton administration signed the Family and Medical Leave Act (FMLA) into law.   The FMLA mandates that all employees with a minimum of 1,250 hours tenure with an employer with over 50 employees within a 75 mile radius be eligible for up to twelve weeks unpaid family leave within a year without fear of being fired upon return to work.   Permitted reasons for leave range from the employee’s own serious illness to bonding with a new child or caring for a seriously ill child, parent or spouse.   


Despite great outcry and fears that FMLA would negatively impact the nation’s businesses, the actual experience over 7 years with FMLA has proven to be positive.  In 2000, the Department of Labor (DOL) conducted a study to determine the actual impact of FMLA on business.  Many interesting facts surfaced, in addition to the fact that 48% of FMLA leaves are taken by men.  The chart below is a quick summary of the fears and facts of FMLA.
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However large the benefits of FMLA have been, a difficulty in the program has surfaced in that many workers cannot afford to take FMLA as it is only an unpaid leave.  Since 1993, at least 27 states have considered initiatives to provide partial wage replacement for workers  on family leave.   California introduced such a bill, SB 1661, in February 2002 which provides for partial wage replacement on a previously authorized leave via extending the existing state disability insurance program.   This paper will analyze the costs and benefits of a paid family leave policy such as SB 1661.

The paper begins with a review of the impact of paid family leave and other similar insurance programs.   It then discusses the costs of implementing SB 1661.  It also estimates the cost savings to employers of paid leave that result from reduced turnover.  In addition, it looks at the cost savings to government public assistance programs such as TANF (Temporary Aid to Needy Families) and Food Stamps.   

California’s Existing Family Leave Laws

Two types of leave laws exist today that impact family medical leave:  leave laws that establish job protection, and leave laws that establish wage compensation.  The following chart summarizes the existing leave laws in California, and shows how the proposed FTDI fits into the current leave available.
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Leave Laws Establishing Job Protection:  FMLA and CFRA


In 1993, the federal Family and Medical Leave Act (FMLA) became law.   In the same year, the California State Legislature amended the California Family Rights Act (CFRA) to conform to the FMLA’s standards.   These two bills mandate that any private sector employee, any state or local government employee, and some federal employees who have worked at least 1250 hours for their employer in the previous 12 months, be eligible for 12 weeks of unpaid family leave as long as the employer employees at least 50 employees within a 75 mile radius (Commission on Family and Leave 1996).   This means that covered employees are eligible to take 12 weeks of unpaid family leave without the risk of being fired by their employer.   

In California, approximately 62% of workers are covered by FMLA/CFRA (Commission on Family and Medical Leave 1996).   Employees who are not covered are mostly those who have not worked enough in the past 12 months or those who work for employers who are too small to be covered.  

Since 2001, with the passage of a flexible sick leave law in California, employees with sick leave may use this leave to care for ill family members.  Under Section 233 of only 50% of their leave the California Labor Code, employees are allowed to use up to the amount of sick leave they accrue during a 6-month period to take care of sick family members.

Leave Laws Establishing Wage Compensation: SDI

While many businesses are appalled at the fraud-ridden workers’ compensation system in California, state disability is another proposition altogether.  SDI has always been well-regarded as an efficiently run (less than 10% is spent on administration) and well implemented program with a very low level of fraud due to proper checks and balances.  In addition, as one of the few programs completely funded by workers, it is a stunning example of business and labor cooperation.

The State of California has, since the 1940s, maintained a state disability insurance program (SDI).  Under this program, employers are mandated to have their employees participate in the state disability insurance program or they are obligated to provide comparable insurance policies to their employees.  Workers are eligible to receive between 55% and 60% of their weekly wages (up to a maximum of $490 per week in 2001(EDD 2001)) for a period of time during which they are sufficiently disabled as to not be able to work.
  The maximum period of coverage is 52 weeks.  There is a 7-day waiting period before an eligible worker can start receiving benefits (EDD 2000). Workers need to get verification from a doctor in order to receive insurance payments. Only workers suffering from a non-work-related disability due to illness or injury are covered.
  For pregnancy disability, employees are allowed to take up to 4 weeks of leave before giving birth and up to 6 weeks after giving birth for a normal birth; additional time is granted in cases of birth complications. SDI is fully funded through employee payroll taxes.  The costs are currently about 0.9% of employees’ wages.  About 12 million out of 15 million California workers make contributions to the state insurance fund.   

Senate Bill 1661:  The Family Temporary Disability Insurance Bill of 2002


Senate Bill 1661, which extends State Disability Insurance to cover paid family leave, was introduced into the California State Legislature on February 21, 2002.   The bill would provide disability compensation for any individual who is unable to work due to the need to care for an ill parent, child, spouse, or domestic partner, or for the birth, adoption, or foster care placement of a new child.   It would, in other words, extend the current SDI coverage beyond the employee’s own disability to coverage of family caregiving.
  


SB 1661 would establish, within the existing state disability insurance program, a family leave insurance program to provide up to 12 weeks of wage replacement benefits.
  The additional benefits would be funded through increased employee and employer contributions to the state fund.   Fifty percent of the funds would be paid for by employers and the other fifty percent by employees.  The rules for coverage and payment are the same as for current State Disability Insurance.   SB 1661 merely extends coverage to include family leave.   

Why is SB 1661 Needed?

Benefits to Families, Employers, and Government of Legislating FTDI

Two of the main potential beneficiaries of paid family leave are children and elderly parents as the length and number of leaves taken is sensitive to compensation being paid during leave,  Greater leave taking would improve the quality of caregiving, and beneficially impacts health outcomes.  Like all insurance, it not only benefits people who actually take leave, but also provides the option of getting compensation during a family emergency to nearly all employees.

By giving more incentives for people to both enter and remain in the labor force, a paid family leave bill is likely to reduce government expenditures and is likely to increase income taxes over the longer term.  The following chart summarizes the impacts and costs or benefits.

Impact of Family Leave

	What
	Impact
	Benefit or Cost
	Outcome

	Healthier families through improved caregiving
	Increased
	Reduces healthcare costs
	Impacts elders, children and spouses, domestic partners

	Available labor force
	Increased
	Larger labor pool
	Positive impact on employers

	Employee retention
	Increased
	Employee retention increases by about 20%, loyalty too.
	Lower employee turnover costs - $89 million per year

	Income taxes
	Total amount increased
	State can collect more income tax without raising tax rate
	Larger, longer employed labor force means more taxes collected

	Public assistance payments
	Decreased
	$25 million in first year savings 
	Helps reduce state budget deficit

	Employee turnover cost to employers
	Decreased
	Reduces employer turnover
	Lower employee turnover costs - $89 million per year


Paid family leave levels the playing field for small businesses and its benefits far outweigh the costs.

Employers may also benefit from a paid family leave policy.  Individual employers may want to offer paid family leave to employees because they know that their employees’ (and their own) estimation of the value of such an insurance program exceeds the costs.  Also, by leveling the playing field across all sizes of employers, it would be particularly beneficial to employers who currently have good paid family paid leave policies.

In addition, a paid leave policy can also foster greater attachment to jobs (greater tenure), which reduces recruitment and training costs to employers.  When an employee can afford to take the necessary family leave, he/she is less likely to quit.  Faced with the prospect of an unpaid leave, employees sometimes leave their primary job – relying either on public assistance or a part time job as the source of income.  This has a significant impact on reducing turnover costs born by the employer.  Finally, job attachment or tenure typically increases employees’ productivity and wages.

Costs to Families, Employers, and Governments of Legislating FTDI

The main costs of instituting a paid family leave policy in the State of California would be the direct monetary costs to employees and employers.   The costs depend on how many people would take up paid family leave, and how long the leaves would be.   First, workers who are currently taking unpaid leave to care for their families would now take partially paid leave in accordance with the new policy.   Second, some of these people may take longer leaves due to the pay.   Third, some people who are currently using vacation or sick time in order to take leave and care for their families may switch and start using the paid family leave policy.   The Chicago Report contains an extensive economic forecast of these costs based on lower, most likely and upper estimates.  It’s most likely estimate is that FTDI would cost $2.10 per month for both the employee and employer.

Existing Research on the Costs and Benefits of Paid Family Leave


Worldwide, many studies exist on the costs and benefits of paid family leave.  Below are some of the more relevant studies, including studies on:

· Cost analysis of the paid family leave in the state of California

· Link between paid family leave and labor force participation in Western Europe

· Impact of family leave on business profitability

· Impact of parental leave on family health.

Cost analysis of the paid family leave in the state of California

In 2000, the Employment Development Department (EDD) of the State of California did a cost analysis of implementing a paid family leave policy in the state of California (EDD 2000).   EDD found that implementing a paid family leave policy, with a wage replacement rate equal to the State Disability Insurance (SDI) wage replacement rate and coverage equal to SDI coverage, would cost approximately 0.1% of the aggregate wage bill.   

Link between paid family leave and labor force participation in Western Europe

In an article on the link between paid family leave and labor force participation, Christopher J. Ruhm (1998) looks at the impact of parental leave in nine Western European countries.
     Ruhm looks at how the difference between men and women’s wages (and work hours) vary over time as a result of policy changes across the nine countries.  He finds that rights to three months of leave lead to a 3 to 4% increase in women’s rate of employment and no reduction in their wages.  In short, short- and medium-length family leave does in fact lead to more women staying in the labor force without negative wage effects.  Such a policy can benefit women (who are more able to develop careers and earn higher wages), companies (who face less turnover), and governments (who can collect higher tax revenues due to the increased participation of women in the labor force).

Impact of family leave on business profitability

An article by Meyer, Mukherjee, and Sestero looks at the impacts of paid family leave on profitability.  The authors argue that implementing paid family leave leads to a 2.5% rise in the rate of profit of the company.   They show that for companies with a given level of capital intensity and a given selection of other benefits policies (adoption assistance, child care, allowing work at home and others), the introduction of a paid family leave policy on average result in a 2.5% higher rate of profit (operating income as a fraction of sales).   

Impact of parental leave on family health

In 2000, Chris Ruhm studied the impact of parental leave on child health.   Using data on changes in parental leave policies between 1969 and 1993, Ruhm found that when countries implemented parental leave, child mortality (relative to mortality amongst the elderly) fell compared to other countries, even controlling for changes in GDP, health care expenditures, and insurance coverage.  In particular, he found that rights to a year of job-protected leave are associated with a 25% decline in post-neonatal deaths and an 11% decrease in fatalities occurring between a child’s first and fifth birthdays.  the single most important benefit of this policy is its potential health impact.

According to Jody Heymann
, the main channel through which paid family leave would improve child health is through enabling poor families to care for their own children. 

In “The Incidence of Mandated Maternity Benefits” (1994), Jonathan Gruber estimates the impact of mandated maternity leave upon wages and employment of women.  Gruber uses both differential changes in state law and changes in federal law to come up with an estimate of the wage impacts of mandated paid maternity leave.  the relative wage gap between women likely to become pregnant (married women aged 20-40) and workers not likely to have a new child (workers of both sexes over 40 plus single men between the ages of 20-40) went up in the 23 states which implemented maternity health benefits mandates.  Moreover, he finds that the wage gap rose in those states by an amount almost exactly equal to the costs of providing maternity care insurance suggesting that employers did not pay much if any of the costs of mandated maternity benefits.  Gruber also finds no disemployment effects of the state implementing mandated maternity benefits.

Lastly, an article by David Cutler and Sarah Reber (1998) addresses problems associated with employer provided insurance (such as the family leave provision).  Cutler and Reber quantify losses in health insurance due to adverse selection.
   Cutler and Reeber’s article is important because they show how competition drives out desired insurance provision through adverse selection. The lessons from the Harvard experience are relevant for understanding why family leave insurance may be underprovided on the competitive private market and must be mandated at the state or federal level.

Estimating Costs of Paid Family Leave in California

Methodology of Estimating Costs

The full cost of the Paid Family Leave (PFL) policy is determined by four components: 1) leave take-up, 2) leave length, 3) weekly benefit amounts, and 4) administrative costs.  For estimating leave take-up and leave length, a year 2000 Department of Labor survey is used.  Benefits and administrative cost data from the current State Disability Insurance system, as reported by EDD, are used. 

For certain variables making up the cost estimate, no data are available.  For these variables, assumptions are made.  Estimates for three “scenarios” are provided:  a “lower estimate” and an “upper estimate” - that represent outer limits of the cost impact – and a “likely estimate,” that represents the most likely outcome and falls in between the lower and upper estimates.  In the sections below, the particular assumptions that go into each of these scenarios are explained. 

Existing Benefits and Substitution

In the absence of a paid family leave policy, employees today use a variety of ways to pay for their leaves.  Companies often allow employees to take paid leave for family medical reasons even if they do not have a formal policy.  Typically, they allow employees to use part of their vacation time, personal days, or sick days to receive pay during a family medical emergency.  Some employees have actual “parental leave” benefits.  Other employers have “temporary disability insurance” either because it is state mandated (as in five states, including California) or chosen privately.  Table 1, below, shows the breakdown of the existing benefits used to pay for the time off by the type of family medical leave.  The figure in a cell refers to the percent of people taking leave because of the reason associated with the row (e.g., own sickness) that use the type of benefit associated with the column (e.g., vacation time). 

Table 1: Use of Various Benefits to Pay for Leave (National Sample)

	
	Sick Days
	Vacation Time
	Personal Leave

	Parental Leave
	Temporary Disability Insurance
	Other Benefits
	Some Pay

	All Leave Types

· Own Sickness

· Maternity or Paternity

· Sickness of Family Member
	40%
	26%
	17%
	5%
	12%
	19%
	65%


Source:  U.S. Department of Labor (2000)

Sixty-five percent of leave takers get some pay during their leaves.  Typically,  many methods are used to finance a leave.  One might argue that a paid family leave policy will primarily rationalize  informal systems already operating in companies.  From this viewpoint, legislation will have little impact on “good employers” who either formally or informally already have practices which comply with the law.  It will mainly spread the “best practices” to the rest of the labor market.  However, adding a new category of benefits might lead to an increase in overall absence from the workplace.  If so, people would then use PFL to cover family leaves, while continuing to use other paid leaves provided by employers such as vacations or personal days for other purposes.

Since no data exist with which to infer the impact of a PFL policy on substitution between various types of leaves and PFL, this analysis instead makes different assumptions about the degree to which workers will substitute PFL for use of other types of paid time off in the three scenarios for program usage and costs.  

Testing for Demographic Differences in California

Since the DOL survey is national and this report’s cost estimates are for PFL in California, systematic demographic differences between the Californian working population and the working population of the United States are examined
.  To calculate the estimated leave takers and leave needers for California, the demographic variables are adjusted to the state’s averages using data from the Current Population Survey.

Length of Leave

Leave length is on average about 50% higher for those receiving some pay during the leave.  Moreover, this difference in leave length is statistically significant which means the length of leaves is likely to increase from a PFL policy.  However, there are many other workplace factors which limit the length of leave, including concerns about job advancement, impact on workload, and so on.  In fact, over 71% of leave takers report returning to work because of these workplace constraints unrelated to receiving pay during leaves.  Therefore, these non-financial factors will probably seriously limit the impact of a PFL policy on leave length.  

Weekly Benefit Amount 

The proposed PFL policy prescribes the same benefits levels as the SDI program:  55-60% (depending upon income) wage replacement with a  cap of $490 a week in 2001.  The weekly average benefit levels for PFL might be lower or higher than current levels because those taking disability insurance may have different average incomes from those who would take PFL.  

Summary of Assumptions under The Three Scenarios

Below is a summary of the assumptions on take-up and leave duration impact of a PFL policy.  

Scenario A: Estimate for Likely Outcome

· Leaves for sickness of family members or care for newborn will be taken using PFL.

· Those using SDI, Parental Leave will not use PFL. All those using vacation-time, Sick Days and Personal Days, and other benefits will switch to PFL if they are receiving partial wage replacement today. A third of those using these benefits will switch if they are getting full wage replacement today.

· Leave length will rise for those who were  unable to take longer leaves due to financial reasons – differentially depending on whether they currently receive some pay or not.

· Needers who cite financial constraints will take up PFL; their average leave lengths are predicted using demographic information and leave types.

· Leaves with adjusted durations of 7 days or less will not be taken through PFL.

Scenario B:  Lower Estimate

· Leaves for sickness of family members or care of newborn will be taken  under PFL.

· Those who are currently getting wage replacements will not switch to PFL.

· Leave Length will remain the same.

· Needers who cite financial constraints will take up PFL; their average leave lengths are predicted using demographic information and leave types.

· Leaves with durations of 7 days or less will not be taken through PFL.

Scenario C : Upper Estimate

· Leaves for sickness of family members or care for newborn will be taken using PFL.

· Those using SDI, Parental Leave will not use PFL. All those using vacation-time, Sick Days and Personal Days, and other benefits will switch to PFL if they are receiving partial wage replacement today. Two-third of those using these benefits will switch if they are getting full wage replacement today.

· Leave length will rise for all – differentially depending on whether they currently receive some pay, and whether they indicate financial constraints on length of leave.

· Needers who cite financial constraints will take up PFL; their average leave lengths will be same as current leave takers.

· Leaves with adjusted durations of 7 days or less will not be taken through PFL.

Calculating The Costs 

Below, the rate of take-up and the duration of leaves are reported, as is the average benefit amount.  The aggregate cost of the PFL policy is then calculated.   

 Administrative costs are also accounted for in this calculation.  The current SDI program’s administrative costs represent between 9 and 10 percent of the total costs, and EDD estimates that administrative costs of a PFL policy would be about 5.5% of the benefits costs.  The report assumes administrative costs ranging from 6% to 10%. 

Table 4:  Calculating The Cost of Paid Family Leave Policy (2001)

	
	Lower Estimate
	Likely Outcome
	Upper Estimate
	EDD* Estimate

	Maternity/Paternity Leaves (annual 1999)
	146,149


	254,032
	329,703
	

	Sickness of Family   

Members (annual 1999)
	186,632
	181,888
	330,365
	

	Total Leaves (annual 1999)
	332,781
	435,920
	660,068
	

	Total Leaves (annual 2001)
	338,511
	443,425
	671,432
	

	Total Leaves Taken through SDI (annual 2001)
	291,167
	381,407
	577,526
	211,000

	Average Duration of 

Leave (weeks)
	5.0
	5.3
	6.1
	6

	Average Benefit Amount (weekly)
	$270
	$284
	$297
	$270

	Subtotal Cost
	$393,000,000
	$574,000,000
	$1,046,000,000
	$342,000,000

	Added Administrative Costs


	6%
	8%
	10%
	5.6%

	Total Cost of Policy
	$417,000,000
	$620,000,000
	$1,151,000,000
	$361,000,000


* Note that EDD assumes that only those covered by CFRA/FMLA will  be eligible for the policy; this is one of several reasons for EDD’s lower number of estimated annual leaves.

Table 5:  Cost Incidence on Employers and Employees with 50-50 Cost Sharing

	
	Lower Estimate
	Likely Outcome
	Upper Estimate
	EDD Estimate


	Number of Employees 
	12.3
	12.3
	12.3
	12.2

	Total Cost (Annual, in Millions)
	$417
	$620
	$1,151
	$361

	       Employers’ Share
	$208
	$310
	$575
	n/a

	       Employees’ Share


	$208
	$310
	$575
	$361

	Total Cost per Employee (Annual)
	$33.90
	$50.41
	$93.58
	$29.59

	       Employers’ Share
	$16.95
	$25.20
	$46.79
	n/a

	       Employees’ Share


	$16.95
	$25.20
	$46.79
	$29.59

	Total Cost Per Employee (Monthly)
	$2.83
	$4.20
	$7.80
	$2.47

	       Employers’ Share
	$1.41
	$2.10
	$3.90
	n/a

	       Employees’ Share


	$1.41
	$2.10
	3.90
	$2.47

	Change in Payroll Tax Rate Needed To Cover Cost
	+  0.12%
	+  0.18%
	+  0.34%
	+  0.10%


The total annual cost of the FTDI program would range from $417 million to $1.15 billion, depending on the scenario.  The employer share of this cost ranges from $208 to $575 million per year.  Per week, employees will on average spend between $1.41 and $3.90 to cover their share of the insurance program.  The cost is $21.00 per month for a 100 employee company.

The adjustment to the payroll tax to cover the added expenditure in the SDI system is also calculated.
   The ceiling for benefits and, therefore, tax payments will be increased over the next few years, as described in Table 6, below.

Table 6:  Planned Changes in Benefits and Tax Ceilings

	Year
	Maximum Weekly Benefit
	Taxable Wage Ceiling

	2002
	$490
	$46,327

	2003
	$602
	$56,916

	2004
	$728
	$68,829

	2005
	$840
	$79,418


Table 7: Projecting the “Likely Estimate” of Costs, 2002 to 2005

	Year
	2002
	2003
	2004
	2005

	Average Weekly Benefit Level

  
	$287
	$320
	$346
	$364

	Total Cost (Annual, in millions)

 
	$626
	$711 
	$786
	$844

	Total Cost per Employee (Annual)  

 
	$50
	$56
	$60
	$64

	Change in Payroll Tax Rate Needed To Cover Cost

 
	+0.19%
	+0.19%
	+0.20%
	+0.20%


Note: All dollar amounts are in nominal terms.  
Savings to Employers from Paid Family Leave

The primary beneficiaries of the PFL policy will be the leave takers and those needing care, both in terms of the direct financial benefits and better quality of care afforded by longer leaves.   Benefits, however, will also likely accrue to employers.  Findings show substantial gains to employers through reduced turnover, and some modest gains to the state through reduced transfer payments.

Table 8:  Turnover Cost Reduction from Paid Family Leave (California)

	
	Maternity / Paternity Leaves
	Other Leaves
	All Leaves

	Fraction of National Labor Force


	1.86%
	3.35%
	

	Return Probabilities :

      Unpaid Leave

 
	80.2%
	88.3%
	

	      Paid Leave


	91.7%
	96.5%
	

	Differential Probability of Return (Paid – Unpaid)
	11.4%
	8.2%
	9.4%

	Additional Workers in California Returning due to Paid Leave – as a Fraction of National Labor Force
	0.024%
	0.031%
	0.029%

	Additional Workers in California Returning due to Paid Leave 
	34,868
	45,112
	79,980

	Estimated Cost of an Employee Termination


	$1100
	$1100
	$1100

	Total Savings From Reduced Turnover


	$38,400,000
	$49,600,000
	$89,000,000


As Table 8 documents, leave-takers receiving pay are more likely to return to work even accounting for demographic differences and leave types.  Roughly 80,000 Californian workers did not but would have returned to their jobs in 2001 had they been getting paid leave.  The time needed to replace terminated employees averaged to at least 2.5 weeks (larger for bigger employers), and the termination costs  averaged at least $1,100 (larger for bigger employers).  As Table 8, above shows, we find fairly substantial savings due to turnover reduction, totaling nearly $90 million a year.   

Savings to the State of California 


A second source of savings will accrue to the government of California.  Use of public assistance programs will most likely decrease due to the availability of paid family leave.   Currently, when workers take family leave, some make use of Food Stamps and TANF.   There is a large difference, however, between the percentage of those taking unpaid leave who go on public assistance and those taking paid leave who go on public assistance.   Approximately 11% of those on unpaid family leave end up on some form of public assistance during leave; on the other hand, only 5% of those on paid family leave end up on some form of public assistance.
   These data are used to impute the change in use of other public assistance policies due to paid family leave.   Estimates show that instituting the PFL program would have lead to approximately $23.5 million in savings in usage of food stamps and TANF in the state of California during the year 2002.

A comparison of the two shows that those on unpaid maternity leave are 8.7% as likely to be on public assistance as those who are not.   Also, those on other forms of family leave are 5.8% as likely to use public assistance as those who are not.


These average monthly expenditures on TANF and Food Stamps are multiplied by the number of months of public assistance no longer used as a result of the paid family leave policy.    The final estimates of the cost savings to the State of California are $23.3 million.
Table 9: Public Assistance and Paid Family Leave

	
	Maternity / Paternity
	Other Family Leave
	Total

	Percentage of Workers Taking Unpaid Leave Within a Year


	1.85%
	3.35%
	5.20%

	Diff. in % Use of Public Assistance Between Those Taking Paid and Unpaid Leave
	8.70%
	5.81%
	

	
	
	
	

	Numbers of People Likely to Leave Public Assistance Due to PFL
	26,484
	2,615
	29,099

	
	
	
	

	Average (Mean) Monthly TANF Plus Food Stamp Benefit for Public Assistance Recipients on Leave
	$558
	$598
	

	
	
	
	

	Annual Dollar Savings to State of California
	$21,827,000
	$1,518,000
	$23,345,000


Conclusion

This report has provided an overview of the costs and benefits of implementing SB 1661, the California State paid family leave initiative.   It has focused on costs and benefits for which measures and data are more readily available.   Many of the most important likely benefits, however, are not easily assessed given current data limitations.  For example, having paid family leave may make workers feel better about their work environment and this may raise worker productivity. 

Health benefits to children, the elderly, and spouses are probably the most important benefits of paid family leave.  Past research suggests that there have been substantial reductions in post-neonatal infant mortality as a result of paid maternity leave in Europe.  Also, past studies found substantial increases in female employment as a result of paid maternity leave in European countries.  Entry into the labor market would benefit the women who decide to work (and the families who need their income), governments who become able to collect more tax revenue, and employers who face higher levels of demand for their products.


This report’s cost estimates for SB 1661 range from an average of $34 per worker to an average of $94 per worker per year.  This is a wide range of possible costs.   The variation in the estimates could be dramatically reduced by getting better data which gives precise information on current paid family leave programs.   Nevertheless, even in the absence of such data, the authors are able to conclude that the costs of a paid family leave program would be less than $94 per worker per year and most likely around $50 per year (or $2.10 per worker per month).  For the most likely estimate -- $50 per person per year --  the additional costs would require an increase in the SDI payroll tax rate of 0.18%, raising it to 1.08%. This rate would need to rise to 1.1% by the year 2005 to account for the planned increases in SDI benefits ceilings.


On the benefits side, SB 1661 would produce substantial cost savings to employers:  specifically, approximately $89 million in cost savings due to employees who without paid family leave would quit their jobs but with paid family leave would stay with their employer.   Also, almost $25 million in savings to the State of California are estimated, due to reduced usage of TANF and Food Stamps by workers who would opt to use paid family leave insurance over public assistance.


SB 1661 is advantageous and affordable for business, employees and California.  Enabling working Californians to manage through a family health crisis isn’t simply laudable—it is achievable right now, with zero impact to California’s budget.  

� FTDI has been proposed by state Senator Sheila Kuehl (D-Los Angeles) in the form of Senate Bill 1661 (SB 1661). 


� Weekly wages are calculated as the average weekly wage in the highest earning quarter between 6 months and 18 months before the date of application for disability.


� Workers suffering an injury on the job are eligible for workman’s compensation.


� Employees who currently are able to receive pregnancy disability would continue to be covered for pregnancy disability.  However, they would now be eligible for up to 12 weeks of additional coverage for bonding with their new born child.


� Workers who are not covered by CFRA/FMLA would be eligible for PFL but would not be guaranteed job protection.


� He uses annual country-level data on mean wages and employment-by-age as well as the replacement ratio (percent of wages paid while on leave) and the duration of leave in each of the nine countries for every year between 1969 and 1993.


� This evidence is directly relevant to SB 1661 because both the additional maternity allocated to bonding with a new child as well as the general leave provision are likely to have an impact on the labor supply of women.


� The Widening Gap: Why America’s Working Families Are in Jeopardy and What Can Be Done About It (2000),   Jody Heymann


� The fact that the people most needing insurance will be the first to buy it and thus employers will be reluctant to offer insurance.


� “Personal leave” is a generic leave policy which employees can usually use for host of circumstances – medical or otherwise.  


� A regression is run calculating predictions of leave takers and leave needers based upon demographic variables� in the DOL national survey As it turns out, demographic differences have virtually no net impact on predicted leaves: for instance, adjusting for such differences changes the predicted take-up rate in the “likely estimate” scenario by 0.04%.


� The EDD estimates are based on the assumption that employees bear the full cost.


� Currently, the payroll tax rate that funds the SDI program is 0.9% of wages and salaries.  According to EDD, a 1/10th  of 1% (0.001) increase in the employee payroll for SDI generated about $338 million dollars in 1999.  Current Population Survey (CPS) data show that, , in 2001, a 1/10th of 1% increase in payroll tax with a taxable income ceiling of $46,327 would have generated $338 million dollars, which is the estimate used for the report’s calculations.  





� These estimates come from the DOL survey.
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How Does SB 1661 Work?

		Follows successful 50-year SDI program

		Self-funding

		Low fraud rate

		Low overhead costs

		Increases SDI from 0.9% to 1.03%

		100% funded by employee at about $25 per year

		Same benefit payout as SDI, but only for 6 weeks
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What Current Programs Cover

		Program		Coverage		Paid/Unpaid		Job Security

		Family and Medical Leave Act (FMLA)		12 weeks family leave, 50+ employees		Unpaid		Yes

		California Family Rights Act (CFRA)		12 weeks family leave, 50+ employees		Unpaid		Yes

		Pregnancy Disability Leave (PDL)		4 months for pregnancy, childbirth, or related medical, 5+ employees		Unpaid		Yes

		Family Sick Leave (Labor Code Section 233)		50% usage of accrued and available sick leave for family leave, all employees		Partial		Yes

		State Disability Insurance (SDI)		Replaces 55% or earnings to max, 52 weeks of benefits for own illness, injury or pregnancy		Partial		No

		Family Temporary Disability Insurance (FTDI)		Expands SDI to cover 6 weeks family leave		Partial		No
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FMLA Reality

		51% of non-covered establishments anticipate that complying with the FMLA would have a negative effect on business productivity

		51% of non-covered establishments anticipate that complying with the FMLA would have a negative effect on business profitability 

		40% of non-covered establishments anticipate that complying with the FMLA would have a negative effect on employee productivity 

		24% of non-covered establishments anticipate that complying with the FMLA would have a negative effect on employee morale 

		71% of non-covered establishments expect that becoming covered by the FMLA would increase their administrative costs 



		Only 16% of covered establishments experience a negative effect on business productivity 



		Only 10% of covered establishments experience a negative effect on profitability 



		Only 17% of covered establishments experience a negative effect on employee productivity 





		Only 11% of covered establishments experience a negative effect on employee morale 



		89% of covered establishments experienced no or small changes in administrative costs.  



FEARS

FACTS

* Source:  2000 Dep’t. of Labor Report

Real life experience with a similar program – employers and employees both benefit
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SB 1661 – The Time is Now

		Advantageous and affordable for business, employees and California

		Enables working Californians to manage through a family crisis

		Zero impact to California’s budget

		Good for California business
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How is Family Leave Paid for Now?

		In the absence of a paid family leave policy, employees today use a variety of ways to pay for their leaves

		Companies often allow employees to take paid leave for family medical reasons even if they do not have a formal policy

		part of their vacation time

		personal days

		sick days 

		Some employees have actual “parental leave” benefits

		Other employers have “temporary disability insurance” – either because it is state mandated (as in California) or chosen privately

		“Adverse selection” problem
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SB 1661:  Facts vs. Fiction





What it DOES



What is DOES NOT



Covers major family disability – seriously ill family member or new child

a.       Parent, spouse or domestic partner

b.      Birth or adoption of new child



DOES NOT create additional family leave beyond what already required under existing state and federal law



Follow SDI’s checks and balances

a.       Self-funded

b.      Doctor’s certificate required

c.       7-day waiting period

d.      applied for directly by worker

e.       paid directly from FTDI

f.        maximum benefit is $490 per week for 6 wks



DOES NOT create new job protections



Costs $300 million for entire state ($25 per year per employee)



DOES NOT cost $2.6 billion



Increases employee retention by 18%

a.       saves California employers $89 million in first year alone



DOES NOT create undue burdens on small business



Decreases public assistance payments from state by $25 million in the first year alone



DOES NOT negatively impact the California state budget or budget deficit



Increases available labor pool; increases company profitability; improves the health of California families
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What is SB 1661 (Family Temporary Disability Insurance)?

		Proposed law to extend state disability insurance (SDI) to cover temporary family disability which prevents an employee from working

		Highlights

		Self-funded insurance program based on successful SDI program

		Extremely cost-effective and efficient program

		TOTAL cost per employee of $25 per year

		Partial wage replacement for up to 6 weeks, at up to $490 per week
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Why SB1661?

		Average Californian works 40-50 years

		SDI created in 1946 for the single-income family

		Insurance program that provides partial wage replacement when employee can’t work due to their own disability (worker’s comp covers work injury disabilities)

		Assumed family disability would be handled by the non-working spouse

		Now, most California families are dual-income

		No ability to take care of family disabilities as both paychecks are needed

		Family Temporary Disability Insurance (FTDI) would provide partial financial assistance to families during major crisis
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What Current Programs Cover

		Program		Coverage		Paid/Unpaid		Job Security

		Family and Medical Leave Act (FMLA)		12 weeks family leave, 50+ employees		Unpaid		Yes

		California Family Rights Act (CFRA)		12 weeks family leave, 50+ employees		Unpaid		Yes

		Pregnancy Disability Leave (PDL)		4 months for pregnancy, childbirth, or related medical, 5+ employees		Unpaid		Yes

		Family Sick Leave (Labor Code Section 233)		50% usage of accrued and available sick leave for family leave, all employees		Partial		Yes

		State Disability Insurance (SDI)		Replaces 55% or earnings to max, 52 weeks of benefits for own illness, injury or pregnancy		Partial		No

		Family Temporary Disability Insurance (FTDI)		Expands SDI to cover family leave		Partial		No
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SB 1661 - Family Temporary Disability Insurance



What would you do if…

your wife and young daughter were in the hospital after a car accident?  

your brother passed away and you had to adopt his six year old son next week?

your mother broke her hip and needed surgery tomorrow?
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Fears and Facts– FMLA Reality

		51% of non-covered establishments anticipate that complying with the FMLA would have a negative effect on business productivity

		51% of non-covered establishments anticipate that complying with the FMLA would have a negative effect on business profitability 

		40% of non-covered establishments anticipate that complying with the FMLA would have a negative effect on employee productivity 

		24% of non-covered establishments anticipate that complying with the FMLA would have a negative effect on employee morale 

		71% of non-covered establishments expect that becoming covered by the FMLA would increase their administrative costs 



		Only 16% of covered establishments experience a negative effect on business productivity 



		Only 10% of covered establishments experience a negative effect on profitability 



		Only 17% of covered establishments experience a negative effect on employee productivity 





		Only 11% of covered establishments experience a negative effect on employee morale 



		89% of covered establishments experienced no or small changes in administrative costs.  



FEARS

FACTS

* Source:  2000 Dep’t. of Labor Report








