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PAID FAMILY & MEDICAL LEAVE: WHAT, WHY, & HOW 
What is Paid Family & Medical Leave? 
Paid family and medical leave is compensated time off that allows workers to care for their own serious health needs or those of a loved one. Paid 
leave is broadly popular and has been successfully implemented across six states and nearly all developed countries throughout the world.  

Though both provide time off, paid family and medical leave 
isn’t the same as sick or vacation time. Paid family and medical 
leave covers time off for major life events, like the birth of a 
child, a worker’s own illness, or the illness of a loved one. For 
workers with access to paid sick days, this time off often isn’t 
enough to adequately support recovery from childbirth or a 
major medical event. Additionally, anyone who’s had to take 
time off to care for a sick parent or a new child knows this 
work isn’t a vacation.   

Why Paid Leave Matters 
Paid family and medical leave is vital for families, but it’s 
inaccessible for many. Benefits of paid leave include:  

• Supporting work-life balance
• Helping parents care for children 
• Helping older adults age in place
• Allowing workers to recover from serious illness
• Protecting income stability
• Improving morale and productivity
• Decreasing worker turnover

An Insurance Plan for Paid Leave  
An effective way to provide universal paid family and medical leave 
is to approach it as an insurance program, which is how current 
state-based programs operate. Workers pay a small insurance 
premium based on a percentage of their income into a pooled fund. 
The premiums vary from 1.1 percent of worker wages in Rhode 
Island to less than 1 percent in other states. The generosity of 
worker wage replacement varies among states, as do worker 
eligibility requirements.  

Like any insurance program, people can draw benefits from the plan 
if they meet certain requirements. State paid leave programs use 
different financing mechanisms — some are entirely worker funded, 
while others require employers to contribute. Treating paid leave 
like an insurance plan gives more people access, the financial impact 
is spread among a broad pool of workers, and the playing field is 
leveled for small businesses who cannot match larger companies’ 
ability to offer these plans. In fact, a 2017 poll of small businesses 
shows 70 percent support for a paid family and medical leave 
insurance program.  

Tax Credits for Employers Fall Short 
Some policymakers tout employer tax credits as the way to increase 
access to paid leave. This approach would allow employers who 
already offer a paid leave policy, or put one into place, to recoup a 
small part of the costs of offering a plan. While tax credits are a 
popular idea to incentivize good business practices, research and 
experience shows they have a mixed record when it comes to 
creating broad workplace improvements for workers. For example, 
Colorado’s Child Care Contribution Tax Credit, which allows 
businesses to deduct contributions they make to certain 
organizations, including child care centers and after-school 
programs, has proven valuable to some businesses and the child 
care providers who get their donations.  

On the other hand, the Work Opportunity Tax Credit, which 
incentivizes businesses to hire targeted groups of individuals who 
experience substantial barriers to employment, has not resulted in 
significant behavior change. In fact, most businesses that claim the 
tax credit are large ones that likely would have hired these veterans 
regardless of the benefit.  

Unlike a social insurance approach, tax credits for paid family and 
medical leave are untested. The Congressional Republican tax plan 
passed in late 2017 enacts a pilot program to test and study this 
strategy, rewarding businesses for offering as little as two weeks 
paid leave to certain workers. The hope is this small tax credit will 
incentivize businesses that wouldn’t otherwise offer paid leave. But 
there is skepticism that it would only give tax credits to businesses 
that already offer paid leave, without changing behavior for 
businesses that don’t. A survey from Ernst and Young shows fewer 
than 40 percent of employers would offer paid leave if tax credits 
were put in place. Importantly, small businesses would still struggle 
with the cost of offering leave, particularly longer leave. 

Research shows paid leave insurance programs benefit employers. 
Studies in California and Rhode Island find state paid leave insurance 
increases hours worked and have positive or no adverse effects on 
productivity, profitability, turnover, or morale. Colorado should take 
note, as employers currently shoulder at least half a billion dollars in 
costs related to employee absenteeism, presenteeism, turnover, and 
health care for their workers who are also caregivers. 

A robust, universal paid family and medical leave insurance program 
would benefit all of us. Colorado’s changing demographics and the 
future of work require us to rethink what “insurance” means, and 
find ways to offer paid family and medical leave to everyone.
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