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How to Incorporate Paid Family Leave Into Our Finance System

Background

The federal Family and Medical Leave Act (FMLA) ensures that workers in companies with over fifty employees can take up to twelve weeks of job protected leave from work for the birth, adoption or foster care placement of a child, a protracted illness, or to care for a seriously ill child, spouse or parent.  FMLA leave is unpaid unless the employer voluntarily provides for paid leave.  

The Bureau of Labor Statistics reports that 47 percent of private sector employees do not receive paid sick leave, and Harvard researchers have found that 76 percent of low-income workers do not have any paid sick leave (Heymann, 2000).  The lack of access to paid sick leave suggests that FMLA leave, if it is taken, is unpaid, preventing many families (especially lower income ones) from taking advantage of it.  According to the National Partnership for Women and Families, 78% of employees who need family leave don’t take it because they can’t afford to.  Many, if not most, parents need financial support to be able to take this time off.  

There is strong public support for paid leave.  More than 4 out of 5 (82%) employees aged 18-34 say they support expanding the FMLA to provide paid leave.  Nearly 9 in 10 (89%) of parents, and over 8 in 10 (84%) adults support expanding unemployment insurance or disability insurance as a vehicle for paid leave.  According to recent focus group research (Lake, et al 2002), most employers have positive views of FMLA and support the concept of paid family leave.  They prefer paid leave proposals that are familiar, such as TDI.  Employers are most supportive of paid leave for dealing with a sick child or an employee’s own serious illness.  Employers are least sympathetic to leave for a dying parent, or for mental health reasons, or to men taking parenting leave.  

Paid family leave could (or should?) be the beginning of a continuum of early care and education.  Parents of newborns and newly adopted children need time to concentrate on parenting and ‘get to know’ the new member of the family.  Employed parents need wage replacement to be able to take the time off.  The cost of providing paid leave to parents is probably less than the cost of good child care for an infant.  When children (or other relatives) are sick, employed parents often have no choice but to take unpaid time off to care for them.  

States have taken several approaches to providing financial support to parents to care for newborns and infants:  

· payments to families who choose to care for their infants, called ‘at-home infant care programs’ (AHIC), 

· payments to partially replace wages in a manner similar to Unemployment Compensation (UI) or Temporary Disability Insurance (TDI), 

· establishing a family leave benefits insurance program modeled on UI/TDI.

At-Home Infant Care. Such programs typically use child care funds (CCDF and/or TANF) to provide a subsidy to low-income families in which one parent stays home to care for their infant.  Minnesota provides income-eligible families a subsidy for up to one year at 90% of the state subsidy rate for infant care in a family child care home.  Montana has a similar program that pays for up to a year at 100% of the subsidy rate for infant care and combines it with parent education. Iowa is considering a similar proposal.  

Unemployment Compensation.   Since 2000, states have been permitted to use UI funds for family leave.  Sixteen states (Arizona, Florida, Hawaii, Illinois, Kansas, Louisiana, Maryland, Massachusetts, Minnesota, Nebraska, New Jersey, New Mexico, Oregon, Pennsylvania, Texas and Vermont) had proposed legislation to use UI funds for family leave but none had actually begun to do so.  In November 2002, the Bush administration announced it will repeal this Department of Labor rule.

UI can be expanded to include coverage for unemployment due to birth and adoption of children.  Fourteen states had proposed paid leave models based on UI.  The Massachusetts legislature passed such a bill in 2000, but Governor Cellucci vetoed it.  

Temporary Disability Insurance.  TDI is a paid medical leave program that has existed for more than 40 years.  Both TDI and UI are funded through payroll taxes from the employer and/or employees’ wages.  They are partial wage replacement programs with limits on length of payment (usually 26 weeks) and weekly benefit amounts (usually pegged to a percentage of weekly wages up to a maximum).  For example, in New Jersey the typical length of any disability claim, including pregnancy-related disability, is just less than 12 weeks, with an average weekly benefit of $273.  To receive TDI, a disability must be certified by a medical professional.  

Five states (California, Hawaii, New Jersey, New York, Rhode Island and Puerto Rico) currently have state temporary disability insurance programs that include pregnancy.  In September 2002, California enacted paid family and medical leave; the law takes effect in 2004.  The average annual cost is $27 per employee with benefits of up to $728 per week (55-50% of pay) for up to 6 weeks.  This new paid family and medical leave is incorporated into the state’s existing TDI program.  

The new paid family leave, called PFCLA (Paid Family Care Leave Act), differs from federal FMLA in several ways.  PFCLA applies to ALL employees, not just those working in companies with 50 or more employees; applies regardless of time worked (no minimum time worked requirement); does not guarantee reinstatement as FMLA does; and provides coverage for taking leave to care for an employee’s domestic partner and to care for and bond with the child of an employee’s domestic partner.  

Family Leave Benefits Insurance.  A few states have proposed separate family leave benefit insurance programs.  Massachusetts and Washington had such proposals; New Hampshire studied the feasibility of family leave benefits in 2000 but did not act.  In 2001, Vermont proposed to set aside a fixed amount in the general fund budget as a family leave fund pilot program, but did not act on the proposal.  

About half the states (24) have laws that allow state employees to use sick leave to care for family members.  A few states require all employers who provide paid sick leave to allow employees to use that leave for both family and medical leave reasons.  Wisconsin did this in 1988, covering all employers.  California, Minnesota, and Washington require all employers to allow sick leave to be used to care for family members.  In 2002, Washington state enacted legislation that requires all employers who offer paid sick leave to allow employees to use that leave to care for their a child, parent, spouse, grandparent, or in-law. 

In some political contexts, expanding an existing program is the option of choice, rather than proposing an entirely new policy.  Basing a paid family leave proposal on an existing program, such as UI or TDI,  incorporates the basic eligibility and funding features of that program.  For example, TDI in its current form does not include fathers, or cover the care of newly adopted children or older infants.  California opted to create a paid FMLA in their existing state TDI and made changes in eligibility to match FMLA so that fathers and adoption are included.  

Suggested Resources 

· Financing Child Care in the United States, Mitchell, Stoney, and Dichter. 2001 Edition

Get more information from this resource on TDI in New Jersey (pages 142-143)

· National Child Care Information Center (NCCIC) 

The NCCIC website has information on the AHIC programs in MN, MO, MT and UT.

· Economic Security Tool Kit #3.  Family leave Insurance.

Economic Opportunity Institute (2001).  Seattle WA: Author.  This publication describes the proposal for family leave insurance in Washington State and includes fact sheets and state polling data.

· The Widening Gap.  Heymann, Jody (2000).  New York: Basic Books.

· Beyond the FMLA:  Employers and Paid Family and Medical Leave.  
Lake, Snell, Perry and Associates (December 2002). Washington, DC:  National Partnership for Women and Families.  This is a summary report on the focus groups with employers.  

· Family Leave Benefits:  A Menu of Policy Options for State and Local Leaders.
National Partnership for Women and Families (September 2001). Washington, DC: Author.  This publication from the Campaign for Family Leave Benefits is an excellent summary of the design issues, policy options and funding mechanisms for paid leave.

Further Discussion 

· What are the most cost effective ways to support paid family leave? 

· Which approaches are most likely to garner support from legislators and voters?

· The business community has strongly opposed efforts to enact paid family leave as an employment benefit. What can be done to effectively address this opposition?

· Using either UI or TDI includes only those who are employed.  Should we propose a system for financially supporting parents to care for newborn or newly adopted children, regardless of whether the parents work?  If so, what would it look like? How would it be funded?

· How can the field respond to President Bush’s decision to repeal the Dept of Labor rule that allows states to use unemployment compensation funds for paid family leave?

· What information do you think advocates in your state need to consider a paid leave proposal?

This is one in a series of issue briefs that were developed for use in a broader discussion on Early Care and Education Finance Reform that was held on January 26-27, 2003 in Greensboro, North Carolina. These issue briefs were developed and written in collaboration with Anne Mitchell and Louise Stoney of the Alliance for Early Childhood Finance.  For more information, email gscobb@smartstart-nc.org.































































