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W
orking men and women face conflicts between
their work responsibilities and their families
every day. In order to work they must make

arrangements for their children and elderly family mem-
bers who need assistance with daily living tasks. They
address these conflicts via a variety of child care, after-
school, and eldercare arrangements, as well as creative
scheduling such as parents alternating work schedules. But
sometimes—when a child is seriously ill, an aging parent’s
health deteriorates suddenly, or a baby is born or adopt-
ed—these daily arrangements are no longer adequate. At
such times of compelling family need, an employee simply
must take time off from work because no alternative care
arrangements will do.

The Family and Medical Leave Act (FMLA) was the first
national policy designed to help working people balance
their work and family responsibilities. It guarantees cov-
ered employees (those working at a workplace of at least
50 employees within a 75 mile radius and who have
worked for an employer for 1250 hours and for at least a
year) 12 weeks of unpaid leave each year to care for a new-
born, a newly adopted child, or a seriously ill family mem-
ber, or to recover from their own serious health condi-
tions. It has been a great success, allowing an estimated 4
million working men and women each year to care for
their loved ones without putting their jobs or their health
insurance at risk.

However, for millions of Americans across the coun-
try, when a crisis strikes, family leave turns out to be a
luxury they can’t afford. Current law guarantees only
unpaid leave. So, when a new baby arrives or a medical cri-
sis strikes, many women and men are unable to take essen-
tial time off because they cannot afford to take unpaid
leave. The promise of family and medical leave remains
largely unfulfilled because going for weeks without a pay-
check isn’t an option. Working men and women are still
forced to choose between taking care of a sick family mem-
ber, like a parent, child, or spouse, and maintaining their
family’s economic security.

In 2000, 78% of people who needed but did not take
family or medical leave said that they could not afford to
take the leave. The problem is greatest for lower-income

families, who have the least access to any form of compen-
sation during leave. Nearly one in ten of all FMLA users
receiving no pay or less than full pay are forced to go on
public assistance while on leave. 1

That’s why the National Partnership for Women &
Families is working with states across the country to 
find innovative solutions to this problem. We call these
solutions family leave benefits. “The goal is to make 
society more family-friendly—to solve the problem of
unpaid leave by finding ways to provide some income 
to Americans with new babies or family health 
emergencies.” 2

Existing Family and Medical Leave Benefits
There are a few existing public and private family and

medical leave benefits programs that can be used as
models. The leading public program is called temporary
disability insurance (TDI). It provides partial wage
replacement to employees who are temporarily disabled
for medical reasons, including pregnancy and childbirth.
Five states (as well as Puerto Rico) have state-run TDI
systems or require employers to provide TDI.

Many employers voluntarily offer TDI as an employee
benefit as well.3 Others offer paid sick and vacation leave,
and some allow their employees to use sick leave not
only for their own illness, but also for time off to care for
sick children or other family members. California law
requires employers to allow employees to use their own
accrued sick leave for sick children as a minimum labor
standard. Puerto Rico requires employers to pay employ-
ees on maternity disability leave half their salaries for up
to eight weeks.

Another initiative, the At-Home Infant Care Program,
has been pioneered by Minnesota. Working parents who
meet the program’s income eligibility requirements receive
subsidies for caring for infants under age one.

But these programs do not begin to fill the need. They
are all limited—whether in geographic reach, in scope of
conditions covered, in length of leave, or in dollar
amounts.
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We Can Do Better
There is no need for American working women and men
to have to choose between their paychecks and seriously ill
children or family members. Other democratic industrial
societies have adopted universal family and medical leave
policies. These policies are affordable and easy to adminis-
ter. A new mom in Chile, for example, can take up to 18
weeks off after childbirth at full pay. French mothers are
entitled to 16 weeks; German moms, 14 weeks; and Italian
moms, 20 weeks—all at 100 percent of pay. In Norway,
moms can take up to a year off at 80 percent of pay. And
this year, Canadian moms won the right to take off a full
year from work after the birth of a baby at sixty percent of
pay. Several of these countries have paid leave policies cov-
ering both mothers and fathers.

This publication is designed to help state and local poli-
cy leaders address the problem of unpaid leave. It provides
A Menu of Policy Models. The first section sets out the var-
ious design issues and funding choices confronting policy-

makers as they craft proposals. The second section presents
the major solutions that policymakers have already crafted.
Some of these models have already been enacted; some are
still under consideration. We hope to assist policymakers—
state and local leaders in the executive and legislative
branches, their staff, researchers, and others who focus on
making change through law—by providing these models
for use in tailoring paid leave programs to meet the needs
of their individual state or jurisdiction.

Not all the models described in this publication need
be adopted in law. Some of them, such as those provid-
ing temporary disability insurance or expanding sick
leave policies, can be adopted by individual employers,
either voluntarily or through collective bargaining with
unions. For this reason, we hope that these policy
options will be considered by private and public enter-
prise executives and union leaders as they seek to
strengthen their workforces.
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•  •  •  •  •  •  •  •

This Menu of Policy Models is a publication of the National Partnership for Women & Families’ Campaign for Family
Leave Benefits—the first national campaign to help more working people afford time off when their families need them
most. After leading and winning the fight for the Family and Medical Leave Act (FMLA), the National Partnership
launched this multi-year campaign in 1999 to build a new social movement to solve the problem of unpaid leave. The
Campaign brings together a wide range of experts and state and national organizations representing women, children,
families, senior citizens, caregivers, people with disabilities, business, and labor.

For more information about the Campaign for Family Leave Benefits, including a list of Advisory Committee mem-
bers, a round-up of state proposals, and the latest news and research, please see our website
(www.nationalpartnership.org) or contact us at 202/986-2600 or info@nationalpartnership.org.



T
he family leave benefit proposals discussed in this
publication provide employees with some income
during family and medical leave. The examples do

not include a number of proposals (such as expansion of
state-level Earned Income Tax Credits) that may help
working families financially, but are not tied to leave-tak-
ing by employees. Similarly, this document focuses on
family leave benefits and, therefore, it excludes proposals
that may increase working families’ access to family or
medical leave without providing paid benefits (such as the
expansion of coverage in state FMLAs).

As policymakers design family leave benefit programs,
they will confront a number of important issues. First and
foremost are cost, savings and other benefits. Design deci-
sions are crucial. They will directly affect the program’s
cost, legal basis, political viability, and effectiveness. A final
concern is the funding stream: where will the money come
from? The following three sections discuss these issues in
more detail.

Cost/Benefit Analysis
For every new program, cost is a central question. In

general, the bigger the program—the more conditions it
covers, the more people, or the longer the leave—the more
costly it will be. But also in general, the bigger the pro-
gram, the broader its public support and the greater the
benefits to employers, to employees, and to public health.

Insufficient attention has been paid to date to the finan-
cial benefits that can result from family leave income pro-
grams. For example, how much does a state or locality gain:

• in tax revenue from the success of businesses that
save money due to reduced turnover costs attribut-
able to family leave benefits?

• in tax revenue from employees who have returned
to work after family or medical leave (rather than
having lost their jobs and therefore having become
unemployed)?

• in tax revenue from taxes paid on the benefits that
employees receive?

And how much does a state or locality save:

• in reduced unemployment and public assistance
because employees who have been on family or

medical leave have returned to work? 

• in unspent child care assistance because parents of
new babies can be home with them for the FMLA’s
guaranteed leave period of 12 weeks? (There is even
evidence that infant mortality is reduced when
longer parental leaves are guaranteed and taken,4

suggesting that providing partial payment to allow
parents to stay home with new babies saves health
care costs as well.)

• in Medicaid payments because incapacitated seniors
can stay in their own homes for 12 weeks longer
than they otherwise could have.

As one witness testified in regards to a Massachusetts
proposal to provide benefits during parental leave:

“As a taxpayer, I wholeheartedly support this proposal. I
would rather see people continue paying taxes on their
income and retain their purchasing power than feel com-
pelled to drop out of the labor force and possibly have to
apply for public assistance because they can’t afford to
take a few weeks off to tend to their families.” 5

Design Issues
Scope of benefits. For which kinds of family or medical

leave should the program provide benefits? The Family
and Medical Leave Act provides for three kinds of leave:

• “parental leave”: leave to care for newborns or newly
adopted children;

• “medical leave”: leave when an employee is recover-
ing from his or her own serious health condition; and 

• “family medical leave”: leave to care for seriously ill
family members—children, spouses, and parents.
(Some state laws cover other family members as
well.) 

In general, family leave benefits programs can cover all
or only some of the leaves, provided that they do not run
afoul of legal limitations. For example, a program cannot,
under constitutional equal protection doctrine, be avail-
able only to employees of one sex.

Length of benefits. How long should the program pro-
vide benefits? Over what period of time? The federal
FMLA sets a standard leave period of 12 weeks a year.
General leave laws in a few states provide for longer
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periods. Neurological research on human brain develop-
ment suggests that parental leaves of 12 weeks are just
barely adequate to meet infants’ developmental needs.
The considerations going into evaluating the length of
leave necessary for an employee to recover from a seri-
ous health condition or to care for a seriously ill aging
family member, might suggest different lengths. For
example, the five state temporary disability leave insur-
ance programs all provide for at least 26 weeks of bene-
fits for employees to recover from illnesses.

Amount of benefits. How much should weekly benefits
be? Should the benefits be paid at a flat rate or based on a
percentage of income? Should they be capped? The
answers to these questions will depend in part on whether
the program is being added to an existing program or is
being newly constructed.

Universe of beneficiaries. Who should be eligible for the
family leave benefits? The FMLA contains several provi-
sions that set limits on eligibility: the 50-employee thresh-
old and the workforce requirements. State family leave
benefit models need not import these limitations. If the
program is an amendment to another existing program, it
incorporates the eligibility criteria of the existing program.

Open-ended or capped. Are the benefits available to any
working family member who fits the eligibility require-
ments or is there a ceiling on the benefits program? If so,
how is that ceiling reached? (The program could, for
example, be accessed on a first-come first-served basis).

Universal requirements or voluntary participation.
Another design issue is universality vs. voluntariness. In
voluntary programs, employers choose to participate.
Universal programs, on the other hand, ensure participa-
tion by every employer, and therefore by every employee.
If a program is voluntary, what incentives are there to
induce employers’ participation? In particular, how is the
provision of new benefits induced? Will the provision pro-
vide additional men and women with paid leave or merely
reward employers that already provide benefits? 

Administration of the program. How will the family
leave benefit be provided to employees? Will employees
receive their benefits from an agency, and if so, which one?

Are there existing agencies that have similar portfolios,
such that their jurisdiction can be easily and logically
expanded to cover family leave benefits as well? Do differ-
ent systems of administering the program have different
cost implications?

Phase-in. Should the program be phased in over time,
and if so, how? Some states have considered adopting pilot
programs to assess costs and benefits before full commit-
ment to a program.

Each of these design issues needs to be evaluated for its
impact on low-income working families, who are most likely
to need income during their family and medical leave. Some
designs are more likely to cover, or be used by, low-income
workers. For example, a model that only covers employees
who are also covered by the FMLA will disproportionately
exclude low-income employees. Only 43% of employees
whose annual household incomes were less than $20,000 in
1994-95 were covered by, and eligible for, the FMLA, com-
pared with 64% of employees whose annual household
incomes were between $50,000 and $75,000.6 On the other
hand, a model that pays the same benefits to everyone will
help a greater percentage of low-income families.

Similarly, model design can significantly impact the
degree to which each sex uses the benefit. Parental leave
benefits that can be split between a mother and father
tend to be used primarily by the mother, whereas benefits
that accrue to each employee individually encourage use
by the father. When benefits are tied to unemployment
compensation eligibility, male workers are more likely to
be eligible than female workers.7

Another consideration is the varying effects of different
models on different types of business: old economy vs.
new economy; small vs. large companies; service vs. man-
ufacturing sectors. Programs that provide benefits during
family leave at little or no cost to the employer may ‘level
the playing field’ for small employers, who otherwise
might not be able to compete with larger companies that
can already afford to provide such benefits voluntarily.

Finally, many of the models under consideration
involve either building upon an existing, or creating a
new, social insurance system.
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P
olicy leaders around the country are exploring a
variety of funding mechanisms for statewide family
leave benefits programs, including payroll taxes,

state general funds, child care funds, supplemental funds
through TANF and MOE, tax expenditures, and federal
funding. Each of these funding streams needs to be evalu-
ated for affordability, reliability, political viability, and
impact on different demographic groups in the labor force
and in the economy.

Below is a brief outline of each of these funding
streams and some of the questions they raise.

Payroll taxes. Payroll taxes are already collected for
social security, Medicare, unemployment compensation
and, in some states, disability insurance. They can be col-
lected from the employer (based on a percentage of pay-
roll paid) or from the employee (based on a percentage of
salary received) or both. Because they are flat percentage
rates, they are inherently regressive taxes, a problem which
can be ameliorated by a progressive benefits structure.

“Shared responsibility.” This phrase refers to funding for
family leave benefits in which three parties—the employer,
the employee, and the state government “share responsi-
bility” for providing benefits. For example, the state may
match employers’ contributions of one-third of the cost of
providing paid leave so that one-third is paid by the
employer, one-third by the state, and one third by the
employee (the latter in foregone wages).

General funds. States can simply allocate some of their

general funds for family leave benefits programs, either as
a one-time appropriation or on an on-going basis, to peo-
ple who meet the eligibility criteria of the program.

Child care funds. States can use child care funds, such as
those made available through the Child Care and
Development Block Grant, to provide income for eligible
low-income working parents who elect to stay home to
care for their infants. Because these funds are for child
care, they are limited to parental leave and carry with
them the state and federal income eligibility criteria
applicable to child care programs.

TANF and MOE supplemental funds. Each state receives
a Temporary Assistance for Needy Families (TANF) block
grant each year. In order to receive the TANF block grant,
the state must meet a maintenance of effort (MOE) obliga-
tion, requiring the state to spend at least a specified level of
state funds for benefits and services to needy families.
States can use TANF or MOE dollars to fund the low-
income family component of a paid family leave initiative.8

Tax expenditures. Tax credits and other tax incentives
are often suggested to encourage employers to provide
paid leave.

Potential federal demonstration or grants monies. There
are several federal bills that would authorize a federal
program to make grants to state or local governments to
pay for the federal share of the cost of providing wage
replacement for individuals responding to their family’s
caregiving needs.
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Following are examples of family leave benefits models. Some have already been adopted by states, some are under
consideration, and some have been suggested by researchers, policymakers or advocates.

To date, the primary models that states have considered build on current state programs, such as unemployment com-
pensation and temporary disability insurance. These systems have many advantages: they are often well established and
rely on existing administrative mechanisms. We encourage state policymakers to explore other innovations that match the
political climate and needs of their state. The varying mechanisms will also create a natural experiment allowing for com-
parative evaluation after they have been in effect for a sufficient period of time.

In the next section, we briefly describe each model, outlining the funding stream it uses, who it covers, its status, rele-
vant precedents, data on cost and benefits, public support, and other salient information. We also provide, in the final
section, a list of additional resources.

Putting It Together:
Examples of Models
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The Model:
A state program that provides partial wage replacement to employees who are temporarily disabled for non-work-

related reasons, including pregnancy and childbirth.

Funding Stream:
Payroll taxes.

Universe Covered:
All employees who have non-work-related medical conditions that make them temporarily unable to work. Definitions

of medical conditions and eligibility requirements vary from state to state.

Precedent:
Five states (New York, California, New Jersey, Rhode Island, and Hawaii and Puerto Rico) have state-required TDI 

benefits programs and have had them for over 40 years.

Cost/Benefit Analysis:
TDI program costs are funded by a combination of employer and employee contributions; the state funds are all sol-

vent. In New Jersey, in 1998, the total benefits paid via the state plan were about $6.5 million ($2.43 per covered worker
per week). New Jersey’s average benefit for 1997 was $273.

Status:
While employees in the five TDI states and Puerto Rico enjoy TDI’s income security, employees in the other 45 states

lack this protection unless their employers provide it voluntarily.

Making the Case:
TDI is the nation’s biggest “Paid Medical Leave” program and has been working well for over 40 years, in large and

small states alike.

Establishing a State Temporary Disability
Insurance (TDI) Program



The Model:
A state that already has a TDI program expands it to provide partial wage replacement to employees who are on

‘parental leave’ (leave to care for newborns or newly adopted children) or ‘family medical leave’ (leave to care for a seri-
ously ill family member). A state could choose to expand this definition further. Note that the “medical leave” portion of
FMLA leave (leave when an employee herself or himself is recovering from a serious health condition) is already covered
in these states by the existing TDI program.

Funding Stream:
Payroll taxes.

Universe Covered:
All employees who are already covered by the state’s existing TDI program.

Precedent:
The existing state TDI programs are probably the closest analogues to such systems. The federal Employee Retirement

Income Security Act (ERISA) explicitly exempts state TDI programs from federal preemption.

Cost/Benefit Analysis:
Program costs would be funded by the same combination of employer and employee contributions that are used to

fund each state’s TDI program. The California Employment Development Department estimates that the cost of the
expanded California program would range from $276 to $330 million.9 Mary Forsberg, of New Jersey Policy Perspective,
estimates a maximum cost of $0.88 per covered worker per week.10 The benefits provided are 55-60% of the employee’s
earnings up to a maximum of $490 per week.11

Status:
Bills to extend the state’s TDI programs were introduced in New York and New Jersey in 2000-2001. An active coalition

is working in California to develop a similar bill.

Public Opinion:
89% of parents of young children and 84% of all adults support expanding disability or unemployment insurance as a

vehicle for paid family leave.12

Making the Case:
“It just makes sense to extend this sort of leave to more employees, since it is already conceived of as a way to help dis-

abled workers and new parents. Adding on the employees who need a paycheck while they are taking care of an ill spouse
or elderly parent would be logical, since the needs of the family members are also related to medical or health issues.”—
State Senator Nicholas Spano (R-NY).
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Expanding a State Temporary Disability
Insurance (TDI) Program
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The Model:
A newly established “family and medical leave benefits” insurance system through which employees receive partial

wage replacement while they are out on family or medical leave. Benefit levels, lengths of leave for which benefits are
paid, and eligibility requirements vary at state discretion.

In Massachusetts, Senate leaders have proposed a 3-year pilot program, for a New Families Trust. The program pro-
vides men and women with up to 12 weeks to care for a newborn or newly adopted child with benefits up to 50 per-
cent of their average weekly salary. The Governor has proposed a similar program that provides men and women with
up to 12 weeks to care for a newborn or newly adopted child with benefits up to 50 percent of their average weekly
salary. Her proposal is limited to low-income families. Families earning more than 250% of poverty and no more than
$88,250 are responsible for paying back a portion of the benefits over a five-year period. Both programs are funded by
state surpluses.

In Washington state, advocates and legislators have designed a payroll-based Family Leave Insurance Fund that
pays employees a flat-rate weekly payment of $250 for five weeks to care for a newborn or newly adopted child, a
seriously ill child, spouse, or parent, or to recover from the employee’s own serious illness.13

In December 2000, the New Hampshire legislature charged a special committee with determining the most feasible
family leave benefits option for the state. It developed the model of an employee-financed Family and Disability
Insurance Trust Fund to provide partial wage replacement to employees who take family and medical leave.14

Funding Stream:
Payroll taxes collected from the employer or out of the

employee’s salary, and/or funding from general revenues.
The Massachusetts proposal is funded by surplus funds in

the State Treasury and existing employer contributions to
the Medical Security Trust Fund.

The Washington state proposal is funded by a payroll
contribution by both employees and employers of one-
cent per hour worked, added to the workers’ compensation
payroll tax.

The New Hampshire proposal is funded by an employee
payroll contribution.

Universe Covered:
Varies at state discretion.
The Massachusetts proposal covers employees who are

eligible for unemployment insurance and it is modeled after the state’s unemployment insurance system.
The Washington state proposal covers employees who have significant workforce attachment. It is prorated for

employees who work less than 40 hour per week. It is estimated that about 80% of the state’s 2.9 million employees
would be covered and eligible.

The New Hampshire proposal covers employees in the state who are covered by unemployment insurance, an esti-
mated 570,000 employees.

Family Leave Benefits 
Insurance Program

“We just went without those weeks of paychecks

that we thought we’d have. It was stressful, of

course. It’s not something that you need as a new

parent, when you’re already stressed and trying to

recover.What we need is some sort of paid leave

in this country.”—Sara Dotson, Olympia,

Washington, speaking of her parental leave when

her son was born.
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Cost/Benefit Analysis:
The expected cost of the Massachusetts proposal is $70 million per year.
The weekly cost of the Washington state family leave insurance fund to employees and employers would be about 38

cents per week, an amount which would raise more than $72 million per year.
The proposed New Hampshire program is estimated to cost $1.83 per week for each covered employee, an assessment

of .003% of total payroll.15

Status:
On August 2, 2001, the Massachusetts Senate adopted a bill providing funding for a three-year pilot project.
Hearings on the Washington State proposal were held in both the House and Senate in February 2001. This same

model was also proposed in Hawaii in 2001.16

The New Hampshire proposal was first introduced in 2001, and a hearing was held on it in March 2001.

Public Opinion:
74% of Washington voters support establishing family leave insurance for Washington workers and would support a

new two-cent-per-hour payroll tax shared by workers and employers to fund it.17

75% of Massachusetts registered voters support a proposal that would establish Parental Leave Insurance by expanding
unemployment insurance to provide partial wages for up to 12 weeks when people need to take time from work to care
for a newborn or a newly adopted child.18

Making the Case:
Business owners like Jenifer Stewart of Browsers’ Book Shop in Olympia, Washington, are often surprised to learn fam-

ily leave benefits models like the Washington state proposal could cost businesses so little. “It would be nice, especially if a
lot of the people who’d be benefiting are on the lower end of the pay scale,” Stewart said. “Those are usually the people
who don’t get the benefits” (The Olympian, January 19, 2001).
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The Model:
The state amends its Unemployment Insurance (UI) laws to allow qualified employees to collect unemployment com-

pensation while they are temporarily not working because they are caring for a newborn or newly adopted child.

Universe Covered:
All employees eligible for UI under existing state law who are on parental leave (i.e., caring for newborn or newly

adopted children).

Precedent:
This model is explicitly permitted by a June 2000 U.S. Labor Department regulation.19 The regulation contains

approved statutory language that states can adopt.

Cost/Benefit Analysis:
Depends on population, birthrate, benefit levels, eligibility, take-up rates, and program design. Annual cost estimates

range from just over $2 million (or 15 cents per covered employee per week for the Vermont proposal in 2000) to $98.1
million (or 55 cents per covered employee per week for the
New Jersey proposal in 2001). The Vermont program covers
274,000 workers and benefits average $190 per week, while
the New Jersey program covers 3,436,300 workers and the
benefits average $294 per week. The latest research review
from the Urban Institute estimates that the average cost of
the program would be only six to seven percent more than
the cost of a state’s existing UI program.20

In many states, these costs could be absorbed easily, without
any increase in unemployment taxes, due to surpluses in state
unemployment funds. In fact, over half the states have reserves
that exceed solvency guidelines specifically designed to measure the state program’s ability to withstand a severe recession.21

In other states, the program would require a small increase in employers’ unemployment taxes. On average, employers
now pay only 0.5% of payroll in unemployment taxes.22

Status:
This model was proposed in at least 14 states in 2001 and was the subject of hearings in states as diverse as Maryland,

Florida, Texas, New Mexico, Massachusetts, and New Jersey. It was adopted by the Massachusetts legislature in 2000, but
vetoed by then-Governor Paul Cellucci.

The federal “Baby UI” regulation has been challenged in federal court in the District of Columbia but has been
defended by the U.S. Labor Department on the grounds that the issue is not yet ripe for adjudication.

Public Opinion:
May 2000: Parents favor the idea of new mothers being allowed to collect UI benefits when they are on parental leave

by a margin of five to three, even when presented with the opposing argument that this could draw down reserves that
might be needed in times of recession.23

“Birth and Adoption 
Unemployment Insurance”

“Paid leave is the right thing to do.There is

absolutely no greater time with an infant than

those first few months. I am going to do whatever

I possibly can to get it passed.”— State Senator

Jack Sinagra (R-NJ), January 22, 2001.
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June 2000: 75% of Massachusetts registered voters support a proposal that would expand unemployment insurance to
provide partial wages when people need to take up to 12 weeks off from work to care for a newborn or a newly adopted
child.24

Making the Case:
When the unemployment insurance system was first established, most workers were male and temporarily unemployed

because of economic downturn. Today, employees are male and female, and their reasons for temporary unemployment
include compelling family needs. It makes sense to update the UI system to reflect the reality of today’s workforce.

“It seems to me that helping new parents afford to take a modest amount of time off ... is a small price to pay for
winning the loyalty of workers, for reducing some of the stresses of modern life, for strengthening families that are
often fraying around the edges, and for making Massachusetts a family-friendly place to live and do business.” —Steve
Grossman, Massachusetts business owner and 2002 candidate for governor.25
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The Model:
The state or community sets aside a fixed annual amount in its budget to be used for family leave benefits. Employees

who qualify for such benefits apply to a state agency, or the state delegates administration to localities or employers.
Benefits can be provided at a flat rate or awarded on a sliding scale. Benefits can be paid on a first-come first-served basis
or on any other basis that the state designs.

In his budget proposal to the Vermont Legislature, Governor Howard Dean recommended a general fund appropria-
tion of $750,000 for a pilot parental leave benefits program.

Funding Stream:
General fund.

Universe Covered:
Varies according to design of the model. The Vermont model covers all employees eligible for unemployment.

Cost/Benefit Analysis:
The cost varies according to the amount of benefits provided and the number of employees covered. In the model,

appropriations are annual.

Status:
This model was proposed for the first time in Vermont in 2001. The bill was introduced in the Vermont Senate and a

hearing was held in the State General Affairs and Housing Committee. It passed out of this committee with a vote of 5-1
and was referred to the Senate Appropriations Committee where it awaits further action next session.

Making the Case:
“I don’t think there’s anything more important we can do for young children and their parents than allowing them to

be together for the first 12 weeks of life.”—Vermont State Senate President Pro Tem Peter Shumlin (D-Windham).26

Set-Aside for Family Leave Benefits
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The Model:
Minnesota’s proposed “voluntary paid leave” model would provide new parents and their employers with financial

assistance for 6 to 26 weeks of leave. Total assistance would be based on pre-leave wages and would range from a mini-
mum of $300 to a maximum of $750 per week (shared equally among the employer, employee, and state).

Funding Stream: “Shared Responsibility”:
One-third of the costs: the state general fund.
One-third of the costs: employers’ contributions.
One-third of the costs: employees’ contributions.

Universe Covered:
Employees of any Minnesota employer that chose to participate—estimated to be 20% of employers in the state. There

is no size limitation on the employers that can participate.

Precedent:
The Minnesota proposal was the first of its kind.

Status:
The voluntary paid leave bill was introduced in both the Minnesota House and Senate in March 2001.27 Also in 2001, a

similar bill was introduced in the Illinois legislature.28

Cost/Benefit Analysis:
Cost: Per employee, the state’s share would be one-third of the assistance amount, ranging from a weekly minimum of

$100 to a maximum of $250. This is estimated to total $15.6 million per year.
Benefits: Reductions in the state’s child care expenditures; reduced turnover and increased employee satisfaction;

improved infant and child health.

Public Opinion:
Employers: 83% of respondents to a 1999 survey of Minnesota employers who offer parental leave reported doing so

causes no management problems, and almost one-third indicated that offering parental leave provides benefits both for
employers and employees. Those with paid leave programs were most positive about the benefits of the program.29

Employees: Sixty percent of Twin Cities adults favor a proposal to “help new parents afford to take time off from work
[whereby] [n]ew parents who [are] paid some of their lost wages by their employer for at least six weeks would have part
of their employer’s contribution matched by the government.” 30

Making the Case:
“Addressing employers’ cost concerns is necessary to encourage more leave options for employees. As employers have

more experience with parental leave, they are likely to discover that its costs are less than anticipated, and that financial
savings may even be realized in some parts of their operations. Making the program voluntary will increase its acceptance
among employers.”—Children’s Defense Fund of Minnesota.31

Subsidy for Employer-
Provided Paid Leaves
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The Model:
Parental leave benefits are provided to low-income families through a state’s child care assistance program when one

parent stays at home to care for a child. In Minnesota, eligible families receive a stipend of 90% of the child care payment
rate (minus a co-pay based on the income of the family while on the program) for up to one year.32

Funding Stream:
State subsidized child care funds; funds that come to the state through the Federal Child Care Development block Grant.

Universe Covered:
Families who are eligible for a state’s sliding-fee child care program. (In Minnesota, this is for families with an upper

income limit of approximately $42,000 for a family of three.) 

Cost/Benefit Analysis:
Expenditures for the Minnesota AHIC program in calendar year 1999 were $60,707, and in CY 2000, $356,416. The

projected amount for CY 2001 is $660,000.
These expenditures are offset by savings in the child care subsidy program. The Minnesota Department of Children,

Families and Learning estimates the average savings per family who previously had received subsidies (approximately
55% of users) to range from a total of $690 to $2380; the savings would average $420 for the additional 24% of users for
whom the infant in AHIC was the first child.33

Status:
The AHIC Program was enacted in Minnesota in 1997, effective July 1, 1998.34 One hundred one families participated

in the first 18 months of the program.35 

A similar program has been passed in Missouri but has not yet been implemented.36 

Public Opinion:
Parents who participated in the first year of the AHIC Program say that bonding and development benefits, financial

benefits, or both, were the benefits of the program for their families.37

Making the Case:
“How would you like to spend the first year of your newborn infant’s life at home—and get paid for doing so? Thanks

to a new state law, that’s exactly what many Minnesota mothers are now able to do.... Because the first twelve months of a
child’s life is vitally important to his or her development, this program promotes healthy development and strengthens
family structure.... The legislation creating this program recently won regional acclaim by earning first place at the 55th
Annual Midwestern Legislative Conference’s C.S.G. Innovations Award ceremony. It serves as a model to other states.”
—State Representative and pediatrician Richard Mulder (R-MN).38

“At-Home Infant Care”
(AHIC) Program
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The Model:
State law requires employers to allow employees to use their accrued paid sick leave for parental and family medical

leave purposes. Under this model, employees on leave get 100% of their salaries during the period of their accrued sick
leave. In some cases employees can donate unused sick leave to co-workers in need.

In 1999, Governor Gray Davis signed legislation, effective January 1, 2000, that requires California employers that offer
sick leave to let employees use at least the amount of sick leave earned in six months to care for a sick child, parent, or
spouse.39

Similarly, Wisconsin’s state Family and Medical Leave law, enacted in 1988 as one of the nation’s first comprehensive
state family and medical leave laws, specifically allows employees to use their accrued sick leave when out of work tem-
porarily for any covered family or medical reason.40

In June 2001, Oklahoma enacted a law permitting state employees to use sick leave for the care of family members. It
also allows employees to donate unused sick and annual leave to co-workers for family and medical leave.

Funding Stream:
Employee and employer contributions. Employees contribute because they may use sick leave that they otherwise

might have needed, when they themselves were sick, for family leave. Employers contribute because employees may use
sick leave that they otherwise might not have used.

Universe Covered:
The model is limited to employees who have accrued sick leave. It excludes the 44% of those working in medium and

large private establishments who do not get paid sick leave.43 It also covers lower income employees at a lower rate since
such employees are disproportionately without sick leave benefits. A full 76% of poor working adults lacked paid sick
leave at least some of the time over a seven-year period between 1990 and 1996.44

Cost/Benefit Analysis:
“Many [state governments] have found that allowing employees to use their sick leave for ill family members improves

morale and productivity because it acknowledges the family responsibilities of the employees.”41

When parents cannot miss work and must send sick children who are contagious to child care, these children worsen
the high rate of infections in child care centers. Children left home alone, meanwhile, can’t get the care their illness
demands and are unable to see a physician if the need arises.42 Both of these problems mean increasing public health costs.

Other Precedent:
Federal Office of Personnel Management regulations allow federal employees to use their accrued paid sick leave for

“family care” purposes—to care for a child, spouse, or parent who has a “serious health condition” (as understood under
the FMLA). Before 1999, this use of sick leave was limited to 13 days a year; in 1999, it was expanded to the full 12 weeks
of leave permitted under the FMLA.45 Similarly, at least 24 states let state employees use accrued paid sick leave when they
need to care for ill family members.46

Making the Case:
“Even when people [already] do have some form of paid leave [like sick leave], it doesn’t mean that they can use it

when they really need it to care for family members.”—Dr. Jody Heymann, Harvard School of Public Health.47

Expanded Use of Sick Leave
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The Model:
Establish a minimum standard for employer-funded, fully paid sick and annual leave for covered employers. A mini-

mum that has been suggested is 7 days of annual and 7 days of sick leave a year.

Universe Covered:
Varies according to coverage definition.

Precedent:
Other minimum labor standards that are well established in law (both federal and state law) include minimum wage,

overtime protections, occupational safety and health protections, pension standards, and of course the FMLA itself. Most
states provide paid sick and vacation leave to their state employees.48

Status:
Millions of employers already provide these benefits voluntarily: over half of all employers offer paid sick leave.49 Yet

many workers—especially the ones who need it the most—lack any paid sick leave or paid vacation days. One third of all
Americans who are above the poverty line and two-thirds of the working poor lack such benefits.50

Making the Case:
Without paid sick leave employees are forced to come to work ill. This leads to decreased productivity from the sick

workers and from other workers subsequently infected. Similarly, parents are forced to send their children to school sick.
Paid sick leave and annual leave leads to increased productivity and morale and decreased employee turnover.51

Minimum Paid Sick or Annual 
Leave Standard
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The Model:
The state, county or city provides fully or partially paid family and medical leave for a longer period than sick and

annual leave ordinarily covers (e.g., for the 12 weeks of (otherwise unpaid) leave guaranteed by the FMLA). This can be
done through legislation, through negotiation with a union representing the employees, or voluntarily.

Funding Stream:
State or local funds for personnel expenses.

Universe Covered:
Employees of the government agency adopting the model. This is a limited universe, but state governments are often a

state’s largest employer.

Precedent:
By collective bargaining, Ohio provides covered state

employees four weeks of paid leave for the adoption or birth
of a child at 70% wage replacement. Employees may use
unpaid leave to take longer leaves.52

Through a collective bargaining agreement, eligible
Illinois state employees have two weeks of paid maternity,
paternity, or adoption leave.53

Cost/Benefit Analysis:
“The most progressive states...justify expenditures for [family-friendly] programs...by showing how much the program

has saved in terms of productivity, recruitment, and retention.”54

Status:
States and localities continue to consider various forms of providing paid leave directly to their employees. In 2001,

legislation to provide for paid family and medical leave for state employees was introduced in Connecticut.

Public Opinion:
Two-thirds of Americans feel that time pressures on working families are getting worse. Large majorities of Americans

also say that both employers (90%) and government (72%) should be doing more to help working families.55

Making the Case:
“Because of the higher concentration of women and minorities [in state government], there has been a greater urgency

for the state governments to develop progressive personnel policies—particularly those that help balance work and family
responsibilities— in response to the diverse needs of their workforce.”—Family and Work Institute.56

Paid Family Leave 
for State Employees

“Workers. . . need the time off and the benefits to

take care of their loved ones— their children,

their spouses and partners, their parents.That’s

why we’re fighting for paid leave.”— AFSCME

President Gerald McEntee57
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The Model:
A minimum standard for employer-funded, fully paid sick and annual leave is established for government contractors,

enforced by contract compliance procedures and, ultimately, disbarment from future contracts if the standard is not met.

Universe Covered:
State and local governments employ government contractors extensively. (There are about 200,000 federal government

contractors, employing approximately 26 million employees or 22% of the civilian workforce.)58

Precedent:
A major federal contract compliance program was established by President Johnson as early as 1964 to ensure that the

government not do business with companies that discriminate on the basis of race and ethnic origin; President Nixon
expanded the program to include discrimination on the basis of sex in 1972.

Many cities and counties have similar programs and have expanded them to create incentives for employers to meet
other minimum employment standards. For example, over 50 localities around the country, from Alexandria, VA, to
Omaha, NE, and Corvallis, OR, have enacted ordinances requiring contractors to pay a “living wage.” 59 Some of these
ordinances also require the contractors to provide health benefits or paid vacation to their employees.60

Making the Case:
Government can use its “power of the purse” to encourage the contractors with which it does business to provide fam-

ily leave benefits. Indeed, taxpayers should not subsidize employers that do not provide these benefits by awarding them
government contracts.

Requiring Government Contractors to
Provide Family Leave Benefits



T
he models described above are not the only solu-
tions to the problem of unpaid leave. Policy inno-
vators are exploring other, perhaps less developed,

options as well. The possibilities are only limited by our
creativity. As Justice Brandeis said almost 70 years ago, “It
is one of the happy incidents of the federal system that a
single courageous state may, if its citizens choose, serve as
a laboratory, and try novel social and economic experi-
ments without risk to the rest of the country.” 61

One idea that is often raised is using the tax system to
create incentives for family leave benefits programs. Some
suggest creating tax credits or other tax incentives for
employers that provide some minimum paid family
leave.62 Another possibility is personal tax credits or
deductions—perhaps for employees’ foregone income
while on family leave. Or how about tax-advantaged sav-
ings for employees, like a new 401(k) for family leave?

Other models might target particular types of employ-
ers or somewhat limited types of leaves. For example, a
state or locality could set aside government contracts for
companies that provide minimum paid leave benefits (an
idea not unlike requiring government contractors to pro-
vide family leave benefits—a model discussed above). Or a
state law could target adoption leave by requiring adoptive
parents to have the same rights to paid leave that biologi-
cal parents do.

Many policymakers have decided to approach the

problem of unpaid leave initially by studying the costs
and benefits of various models. For example, in 1999,
California Governor Davis signed legislation mandating
a study of the costs of expanding that state’s disability
insurance system (the second model discussed above).63

In 2000, New Hampshire, Illinois, and New York created
legislative or other mechanisms to assess the costs and, in
some cases, benefits of various family leave benefits
models. And just this year, the Minnesota legislature
appropriated $35,000 for a study on the costs and bene-
fits of providing wage replacement during parental leave.
This legislation is noteworthy because it specifically
directs the commissioner conducting the study to
include “an estimate of the public health costs of not
providing wage replacement during parental leave,
including the impact on infant care and maternal
health,” a feature not usually given sufficient considera-
tion in the policymaking process.64

However it is approached, there is no question that the
need for family and medical leave is at the center of the
day-to-day reality of working families today. To be respon-
sive to those working families, state and local leaders have
a responsibility to address their need for benefits during
family and medical leave. Luckily, there is also no question
that those leaders have the creativity, vision, and courage
to develop and fight for innovative solutions.

Future Policy Innovation: Assessing
Models and Solutions
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