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Overview

Many workers across the United States have caregiving responsibilities. The 
majority of mothers and fathers of infants and small children work in the 
labor force, and the aging of the baby boomer population implies that many 
workers have parents and other older relatives who may require care. Paid 
family leave policies are designed to help employees balance the competing 
needs of work and family by allowing them to take time off from work with 
partial wage replacement to care for newborn or newly adopted children or 
ill family members. 

Yet the United States remains one of only a few countries in the world with-
out any national paid family leave policy and the only high-income country 
without one.1 Only 17 percent of U.S. private-sector workers have access to 
paid family leave through their employers, and this access is highly un-
equal—meaning that low-income workers have much less access than their 
higher-income counterparts.2 Federal law requires 12 weeks of job-protect-
ed unpaid leave under the 1993 Family and Medical Leave Act, but stringent 
eligibility requirements mean that less than two-thirds of the U.S. workforce 
is eligible. Not surprisingly, the majority of working parents report that their 
work-family balance is a significant challenge.3

Paid family leave is receiving significant attention in the political discourse. 
At the end of 2019, Congress and the Executive Branch reached agreement 
to extend six weeks of parental paid leave for a newly born or adopted 
child to the federal workforce. During the 2016 election, for the first time 
in U.S. history, both Democratic and Republican presidential candidates 
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included paid leave proposals in their campaign platforms. Advocates credit 
paid family leave with encouraging career continuity and advancement for 
women and improving child and family health and well-being. There is also 
growing interest in encouraging men to take leave, in an effort to promote 
gender equality both at home and in the labor market. Yet some business 
groups and other opponents of paid family leave argue that it could impose 
substantial costs on employers. Paid time away from work could lower em-
ployees’ attachment to their jobs, and even lead to discrimination against 
women (who are more likely than men to take leave).

In this essay, we first examine paid family leave programs at the state and 
local level, which are helping to set the stage for a federal paid leave pro-
gram. We then describe the current research on the impacts of paid family 
leave on workers, children, and employers, with an eye toward understand-
ing the economic costs and benefits of a potential federal program and the 
key policy levers to consider. We also briefly discuss how paid family leave 
may relate to the growth in economic inequality in America and whether a 
federal policy could help curb this trend. 

Paid family leave policies can cover both bonding with a new child and caring 
for other relatives, but in this essay, we will focus the discussion on the effects 
of bonding leave. This restriction stems from a lack of research on the im-
pacts of nonbonding leave and the fact that bonding leaves currently make up 
the vast majority of all claims in states with paid family leave programs.4 

Key Takeaways

THE EVIDENCE 

	� Many U.S. workers have caregiving responsibilities for infants and small children, 
as well as parents and other older relatives, which means the lack of paid family 
leave at most low- and moderate-income jobs exacerbates inequality.

	� Paid leave can help employees balance the competing needs of work 
and family by allowing for partial wage replacement to care for newborn 
or newly adopted children or ill family members while improving job 
continuity for caretakers.

THE SOLUTIONs 

	� Paid parental leave at the state and local level improves child health and 
development and maternal well-being while causing minimal negative impacts 
on employers, and paid leave at the federal level could help children from 
all backgrounds, curb the growth in inequality, and boost long-term U.S. 
economic growth and stability.
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Paid family leave at the state and local level

There has been substantial policy action for paid family leave at the state 
and local level. California became the first state to enact legislation in 2004, 
followed by New Jersey (in 2009), Rhode Island (in 2014), and New York (in 
2018). Washington state and the District of Columbia both recently passed 
legislation, with benefits available starting in 2020. Massachusetts, Connecti-
cut, and Oregon also recently passed laws to start providing paid family 
leave benefits in 2021, 2022, and 2023, respectively.5 At least 16 other states 
have introduced similar legislation. 

The current state and local paid family leave laws are all similar in that they 
provide partial wage replacement during leave and cover a broad segment 
of the workforce through minimal eligibility requirements. But they differ 
on several key policy levers: duration, benefit amount, job protection, fund-
ing mechanism, and what constitutes a qualifying event. 

Wage-replacement rates vary from 50 percent to 100 percent (up to a 
weekly maximum benefit amount) for 4–12 weeks. The maximum benefit 
amount currently ranges from $650 to $1,250 per week. While higher-income 
workers receive higher total benefit amounts, the replacement rate is high-
er for low-wage workers in California (as of 2018), the District of Columbia, 
Massachusetts, Washington state, Oregon, and Connecticut. Paid family leave 
legislation in California, New Jersey, and the District of Columbia do not have 
any provisions for job protection, which require that employers allow work-
ers to return to their preleave jobs after the leave has ended, though eligible 
workers can simultaneously take job-protected unpaid leave under current 
federal or state law. The other states specifically include job security provi-
sions for most employees in their paid family leave laws. 

Most states fund paid family leave entirely through employee payroll taxes, 
while the District of Columbia has a payroll tax on employers. In Oregon and 
Washington state, the leave will be jointly financed between employees and 
employers. This payroll tax is currently between 0.1 percent and 1 percent of 
wages (up to a cap) across states. 

All states cover leaves associated with the arrival of a new child (through 
birth, adoption, or foster care) and serious health conditions of close family 
members. But the definition of close family members varies somewhat 
across programs. Additionally, Massachusetts and Washington state will 
cover needs related to the military deployment of a family member. New 
Jersey and Oregon include specific provisions to cover victims of domestic 
violence and their caregivers.    
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Paid family leave and take-up by employees

Most Americans support a national paid family leave policy.6 But how many 
workers would such a policy benefit? Evidence from California indicates 
both mothers and fathers value it. The leave-taking rate of mothers with 
infants nearly doubled after paid family leave became available, while fathers 
were 50 percent more likely to take leave.7 This increase in leave-taking 
indicates that access causes new parents to take more time away from 
work following the birth of a new child than they would in the absence of 
the policy. But even those who do not change their leave-taking behavior 
may benefit by receiving partial wage replacement during periods of leave 
that would have otherwise been unpaid. Overall, a recent study by one of 
the co-authors of this essay, along with two other colleagues, estimates that 
about 47 percent of employed new mothers and 12 percent of employed 
new fathers in California made a paid family leave claim in 2014.8 

Why don’t all new parents access this paid family leave program? There are 
a number of barriers that may limit take-up, including lack of policy aware-
ness, too-low pay, or the absence of job protection.9 These barriers may be 
especially high for workers in low-wage jobs, who are less likely to be eligible 
for job protection through the current federal unpaid leave law and less 
likely to be able to afford to take even partially paid leave.10  

Paid family leave and workers’ labor             
market trajectories

Paid family leave could impact workers’ subsequent labor market outcomes 
such as employment and wages in several different ways. Because paid leave 
increases the time parents spend away from work, it could lead to a loss of 
job-specific skills and make re-entry into the labor market more difficult. Yet the 
availability of paid family leave, particularly when job protection is available, may 
reduce the probability that new parents quit their jobs upon the birth of a child. 
This could have a positive effect on job continuity and future earnings. 

Although employers are not responsible for paying employees during the 
leave, extended absences are costly in other ways. The productivity of firms, 
for example, may decrease if it is difficult to reassign tasks or hire a replace-
ment while an employee is on leave for several weeks. Employers who find 
leaves particularly costly may discriminate against groups most likely to take 
up the leave—new mothers or women of childbearing age—by being less 
likely to hire them or offering them lower wages. 
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Studies on these programs in other countries typically find that provisions 
of leave up to 1 year in length increase the employment of mothers shortly 
after childbirth and have positive or zero effects on wages, though longer 
leave entitlements can have adverse effects on maternal long-term em-
ployment and wage trajectories.11 There is no evidence that paternity leave 
impacts fathers’ subsequent labor market outcomes.12 

The evidence on the employment effects of paid family leave in the United 
States is mixed. While several studies have found the introduction of paid fam-
ily leave in California had positive impacts on employment and wages of new 
mothers in the short term, recent work using large-scale administrative data 
finds zero or small negative impacts on long-term employment and wages.13 

Moreover, it is possible that the design of the leave policy in terms of its 
specific components (such as duration, replacement rate, and the inclusion 
of job protection) matters. Yet there is limited research on this question be-
cause it is hard to isolate the effect of a particular policy lever from the oth-
er features that are implemented at the same time. That said, new research 
by one of the co-authors of this essay, along with two other colleagues, 
isolated the impact of the wage-replacement rate in California’s paid family 
leave program for relatively high-income mothers, finding that higher ben-
efit amounts do not affect either the duration of leave or the probability of 
making a claim, but may improve job continuity by increasing the likelihood 
that women return to their preleave employers.14 

Paid family leave and family health outcomes

A lot of the discussion about the importance of paid family leave focuses on 
women’s labor market trajectories, yet these policies may also be beneficial 
for families more broadly. For instance, paid leave could impact maternal 
and child health and well-being. Access to leave may lower maternal stress 
during pregnancy, which has been shown to adversely affect child well-be-
ing at birth and in later life.15 Paid family leave also may impact breastfeed-
ing duration, enable parents to obtain prompt healthcare for their infants, 
improve maternal postpartum physical and mental health, and strengthen 
parent-child bonds. 

While studies of the impacts of extensions in already-generous paid family 
leave policies on children from other countries find no effects, they offer 
little guidance on what one might expect from the introduction of a short-
er-but-similar federal program such as those now being considered in the 
United States.16 There is one instructive example that comes from research 
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on the long-term impacts of the 1977 implementation of a four-month 
paid maternity leave policy in Norway. That research shows that it led to a 
reduction in high school drop-out rates and an increase in adult earnings, 
concentrated among children from disadvantaged backgrounds.17 Another 
study further shows that the same policy improved a range of maternal 
health indicators, with the benefits again concentrated among women from 
less advantaged backgrounds.18 

We can also draw on a small body of research conducted in the U.S. con-
text. One study shows that the introduction of paid maternity leave in five 
U.S. states lowered rates of low birth-weight and preterm births, with the 
largest impacts among African American and unmarried mothers. Im-
provements in these measures of health at birth have been correlated with 
improvements in long-term health, suggesting that paid leave may have 
long-lasting benefits for kids. The introduction of paid family leave in Cal-
ifornia also is associated with increases in the duration of breastfeeding, 
reductions in hospitalizations for infants due to avoidable infections and 
illnesses, and improvements in maternal mental health.19 

Although paid family leave policies at the state and local level in the Unit-
ed States have not existed long enough to study the long-term impacts of 
children’s health into adulthood, there is already some evidence of improve-
ments in later childhood health. The introduction of California’s paid family 
leave program is associated with lower rates of being overweight, attention 
deficit hyperactivity disorder, and hearing problems in Kindergarten.20 Re-
cent work finds that paid family leave also increases time mothers spend in 
childcare activities, suggesting that improvements in childhood health may 
be driven by both physiological and behavioral channels.21  

Paid family leave and employers 

A central concern among opponents of government-mandated paid family 
leave is the costs imposed on employers. Even if employers do not have to 
fund the leave, they could face indirect costs from the need to hire replace-
ment workers, coordinate employee schedules, or reassign work tasks. Al-
ternatively, employers could experience cost savings if workers who would 
have otherwise quit instead return to their jobs and reduce turnover rates. 

The existing evidence on the impacts of paid family leave on employers 
is sparse. Surveys of selected firms in California and New Jersey find that 
the vast majority of employers report either positive or neutral effects on 
employee productivity, morale, and costs.22 These studies do not find much 
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evidence that program administration has been challenging or that employ-
ees resent their co-workers who take leave. 

Then, there’s the recent survey of small and medium-sized businesses in the 
food services and manufacturing sectors in Rhode Island, Connecticut, and 
Massachusetts just before and shortly after Rhode Island’s paid family leave 
program went into effect.23 Comparing Rhode Island employers pre- and post-
law to Massachusetts and Connecticut employers over the same time period, 
the study found no evidence of significant impacts of the law on outcomes 
such as turnover rates or employee productivity. Still, the sample sizes were 
small, limiting the conclusions that could be drawn from this analysis. 

One of the co-authors of this essay and another colleague used adminis-
trative data on nearly all California employers that ever existed between 
January 2000 and December 2014 to study how employers’ labor costs and 
productivity respond to changes in employee leave-taking rates.24 They find 
no evidence that employee turnover or wage costs change when leave-tak-
ing rates rise. In fact, the average firm has a lower per-worker wage bill and 
a lower turnover rate today than it did before California’s paid family leave 
program was introduced.

But there still may be significant differences in the costs of paid family leave 
faced by different firms. Again using administrative from California, another 
recent analysis finds that take-up of paid leave is substantially higher in firms 
that pay similarly skilled workers relatively higher wages.25 These firms also 
have higher employee retention following periods of leave. That research 
posits that better-paying firms may have cultures that are more conducive 
to leave-taking, suggesting that changing firm behavior and norms may be 
important for encouraging the use of leave more broadly.

Conclusion

As other states and the nation as a whole consider paid family leave legisla-
tion, it is critically important to understand the costs and benefits of exist-
ing programs and identify key policy features. The current research yields 
five key take-aways. 

First, both mothers and fathers respond to the introduction of paid family 
leave programs through higher leave-taking rates and longer leave duration, 
but barriers to take-up remain, especially among low-wage workers in small 
firms. Job protection and high wage-replacement rates for workers at the 
bottom of the wage distribution may be important for encouraging more 
widespread take-up. 
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Second, relatively short leave entitlements can improve job continuity for 
women and increase their employment rates several years after childbirth. 
Paid leaves longer than 1 year, however, could have adverse consequences 
for mothers’ long-term career opportunities. 

Third, the current paid leave programs at the state and local level in the 
United States have positive impacts on child health and development, as 
well as maternal well-being. Thus, while there is no research identifying the 
“optimal” duration of leave precisely, it appears that programs of up to six 
months in length are likely to generate benefits for families without signifi-
cant costs to women’s careers. 

Fourth, the current evidence shows minimal negative impacts of existing 
state programs on employers, suggesting that paid family leave programs 
afford benefits to workers and their families at little to no cost to the 
employers. These benefits may be especially important for the least advan-
taged families, in which workers are the least likely to have access to any 
employer-provided paid leave. 

Finally, a growing body of evidence underscores that rising economic in-
equality and persistent intergenerational transmission of low socioeconom-
ic status in the United States are perpetuated through disparities in early 
childhood circumstances.26 The current research suggests that a federal 
paid family leave policy could level the playing field for children from all 
backgrounds and help curb the growth in inequality and boost long-term 
U.S. economic growth and stability.

—Maya Rossin-Slater is an assistant professor of health policy in the Depart-
ment of Medicine at Stanford University School of Medicine. Jenna Stearns is 
an assistant professor of economics at the University of California, Davis.
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