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A Note from the Codirectors of
the AEI-Brookings Paid Leave

Project

aid family leave is getting increased attention in
Pthe United States. At the time of this volume’s
publication, the United States (and world) is still reel-
ing from the COVID-19 pandemic. The public health
threat and economic fallout from COVID-19 have left
many of us rethinking the relationship between health
and economic security. But it did not take a pandemic
for the American public to understand the importance
of paid time off from work for family or medical needs.
Polls show the great majority of Americans favor pro-
viding some paid time off to adults facing a medical
emergency, parents needing to care for a new baby,
or family members caring for a sick or elderly rela-
tive. Such policies are common in other countries and
adopted by nine states and the District of Columbia
in the US. Many US employers offer paid leave volun-
tarily. Even so, many workers, especially the lowest
paid, do not have access to paid leave. During normal
times, this creates challenges when parents are both
breadwinners and caregivers. Amid a pandemic, it
takes on increased urgency.

We established the AEI-Brookings Paid Leave Proj-
ect four years ago to study these challenges. In light
of various assumed goals and the relevant evidence,
what should elected leaders do? This volume on med-
ical leave, edited by Angela Rachidi and Christopher J.
Ruhm, is simply the latest publication in this stream of
crucial work on paid family leave. Its purpose is to pro-
vide new research and data to inform policy on medi-
cal leave specifically.

Two reports preceded this one. The first, Paid Fam-
ily and Medical Leave: An Issue Whose Time Has Come,
was released in May 2017. It focused on paid paren-
tal leave and recommended, as a compromise among
the diverse opinions in the group, eight weeks of paid

leave surrounding the birth or adoption of a baby,
paid for by a modest increase in employee payroll
taxes and some spending cuts in other programs.

Building on that report, we released a second in
Septemer 2018, Paid Family and Medical Leave: Chart-
ing a Path Forward. This report focused on medical
and caregiving leave. It also included new estimates
of the costs of paid leave and commissioned reports
on where paid leave fits in a broader social insurance
or budgetary context. We concluded that we lacked
sufficient data or evidence to come up with a pro-
posed consensus solution to the issues of caregiving
or medical leave. We therefore commissioned the
research presented in this volume and the compan-
ion volume on caregiving leave.

In all this work, we have been privileged to work
with a distinguished and diverse group of experts and
scholars as authors and advisers. You will find all their
names at the end of this note. We want to express our
deep appreciation for their work without in any way
suggesting that they all agree with the conclusions of
our various reports on this issue.

In spring 2020, one of us (Aparna Mathur) joined
the staff of the Council of Economic Advisers to advise
members of President Donald Trump’s administration
on the new economic challenges raised by the pan-
demic, ending her work as codirector of this project. In
her absence, AEI’s Angela Rachidi took over to coedit
this volume. We especially want to thank Angela, along
with all the other staff at AEI and Brookings, who
worked so tirelessly on this project and whose names
are also listed below.

We hope all this work will provide a foundation for
thinking more clearly about whether a national policy
on paid leave is needed, what it might look like, what
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it might cost, how businesses and households would
be affected, and its role in providing more or better
care for both the young and the elderly.

Aparna Mathur,
Former Codirector,
AFEI-Brookings Paid Leave Project

Isabel V. Sawhill,
Codirector,
AFEI-Brookings Paid Leave Project

November 16, 2020
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Paid Leave for lliness, Medical
Needs, and Disabilities

AN INTRODUCTION

Christopher ). Ruhm and Angela Rachidi

tis now more important than ever to facilitate labor

force participation among prime-age adults while
also supporting good health and well-being among
workers. The United States lags behind many other
advanced economies in the share of working-age peo-
ple participating in the labor force.! Midlife adults
in the US also tend to be of worse health than their
counterparts in other advanced economies are, and
the recent pandemic highlights the important link
between good health and employment.> Now is an
opportune time to assess the state of current US policy
in protecting workers who get sick or disabled or face
medical issues from income and job loss and to con-
sider policies that support the health and well-being of
working-age people and their families.

The chapters in this volume describe what we know
and what we have yet to learn about paid sick, medi-
cal, and disability leave policies in the US. They seek
to answer the following key questions: How many
workers receive paid medical leave in the US, and
what are their characteristics? What are usage rates
among those with access to paid medical leave? How
do sick, medical, and disability leave policies inter-
act with each other? How do paid leave policies affect
labor market outcomes and worker well-being? The
authors could answer some of these questions, either
partially or fully, but others remain unanswered due
to insufficient data or the challenges associated with
empirically evaluating public policies. While prior lit-
erature describes well the coverage rate of paid medi-
cal leave policies in the US, we know much less about

the extent of unmet need and the consequences of
these policies, including how they affect worker health
and behavior, businesses, and aggregate employment.

Workers periodically need time off from work to
address health problems, short-term disability, or
medical needs. These may require a few days off to
recover from a sickness or several weeks to address a
more serious health issue or injury. Paid medical leave
policies can be complex, requiring decisions about
permissible time away from work, the wage replace-
ment rates, and the documentation required to verify
an illness or medical issue, as well as decisions around
who makes medical determinations. Currently, the
availability of paid time off for sickness or short-term
medical issues largely depends on what employers
offer their workers and on the employer-employee
relationships influencing these decisions. However,
some cities and states across the country have man-
dated that businesses provide paid sick leave, and a
few states operate their own temporary disability
insurance (TDI) programs.

Data show that the majority of workers in the US
have access to paid sick leave and short-term dis-
ability coverage through their employer, but certain
groups remain less covered. Individuals with a dis-
ability that prevents employment altogether may be
eligible for federal disability benefits through Social
Security Disability Insurance (SSDI) or Supplemen-
tal Security Income, but the availability of paid sick
leave and short-term disability can interact with
and directly or indirectly influence the need to use
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publicly funded long-term disability benefits. The
design of short- and medium-term medical leave poli-
cies can encourage an easy transition back to work or
incentivize workers to enroll in long-term disability
benefits such as SSDI and leave the labor force alto-
gether. All this raises questions about the appropriate
role for the federal government in filling gaps in the
existing system, including possibly establishing a fed-
eral paid medical leave policy.

The chapters in this volume inform this debate as
policymakers assess the need for and potential design
of a federal paid medical leave policy. We brought
together leading scholars to define the different types
of medical leave and policies that currently offer paid
medical leave to workers and to describe these poli-
cies’ current reach. The authors identify gaps in our
existing knowledge and recommend future research
to give us a better understanding of how these poli-
cies affect individual workers and their employers.

Ideally, a coordinated system of medical leave
policies would protect workers with health issues
or short-term disabilities from substantial financial
hardship during periods away from work while lim-
iting the burden on employers or taxpayers who will
finance these work absences. Many perspectives exist
on the acceptable trade-offs to achieve this goal, with
some people more concerned about covering leave at
all costs and others uncomfortable with the expense
this might impose. In the end, policymakers need to
weigh all the evidence and make informed decisions.

The remainder of this chapter summarizes the key
points from each contribution to this volume, draw-
ing out the issues we face and the answers we have on
several questions. We conclude this chapter with our
assessment of the remaining questions to answer to
inform an effective paid medical leave policy.

Paid Sick, Medical, and Disability Leave
Policies in the US

In the first chapter, Jack Smalligan and Chantel Boy-
ens sketch the landscape of paid medical leave pol-
icies. Paid medical leave refers to benefits replacing
a portion of wages during periods of serious medical

conditions that fall between shorter-term sick leaves
and longer-term disabilities that force work stoppage
for an extended period or permanently. The two pri-
marily available forms of paid medical leave include
employer-sponsored short-term disability insurance
(SDI) and several state TDI programs, as well as
newer state paid family and medical leave programs.
Using data from the National Health Interview
Survey, Smalligan and Boyens show that the average
employed adult has around four “work loss” days per
year, with evidence of a modest decline over time.
Conditional on using leave, around 10 percent of
workers age 45-64 and 8 percent of those age 18-44
used six or more days per year. The most common
reasons for using medical leave include pregnancy,
musculoskeletal problems, injuries, digestive disor-
ders, and mental health conditions. Lower- income
workers use the bulk of paid medical claims, under
state programs, with shorter durations but more fre-
quent use of leaves for women than men. A signifi-
cant fraction of workers report needing but not taking
medical leave or taking leave without being paid for it.
In contrast to evidence presented that work-limiting
disabilities have remained fairly constant over time,
the fraction of insured workers receiving SSDI rose
steadily from 1991 through around 2013, after which
it dropped slightly for reasons not well understood.
Smalligan and Boyens next describe the patchwork
of employer-provided federal, state, and local medical
leave laws or programs that cover some workers but
leave out many others. Approximately two-fifths of
workers have access to employer-provided SDI, with
widely varying benefit levels and durations: Several
states have provided SDI since the 1940s and 1950s,
and, more recently, multiple states have offered paid
family and medical leave. Leave available through
workers’ compensation (WC) programs, the (unpaid)
federal Family and Medical Leave Act (FMLA), and
the Americans with Disability Act is also described.
An exploration of special administrative chal-
lenges related to a federal (paid) medical leave pro-
gram follows, including questions related to the
proper duration of leave, the basis for establishing ini-
tial and continued eligibility, and the way to encour-
age the return to work after the disability has ended
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or lessened in severity. Related to the last aspect, the
authors discuss prior research providing evidence
supporting the efficacy of return-to-work (RTW) pol-
icies, including information from the experiences of
programs in Washington state and the Netherlands.
Finally, they recommend that any new federal paid
medical leave program should (1) include services
aimed at helping workers initially stay at home and
subsequently return to work and (2) set maximum
durations to balance workers’ needs for economic
security while keeping program costs manageable,
avoiding undue employer burdens, and maintaining
labor force attachments. Based on the available evi-
dence, they conclude that a well-designed federal SDI
program would likely have only modest work disin-
centives while possibly improving labor market out-
comes if accompanied by a robust RTW emphasis.

In the next chapter, Stefan Pichler and Nicolas R.
Ziebarth focus on sick leave policies, defined as work
absences up to a maximum of a couple of weeks to
recover from short-term illnesses or injuries. They
point out that the US is one of three Organisation
for Economic Co-operation and Development coun-
tries that does not guarantee universal access to paid
sick leave, instead leaving this decision to employ-
ers. While political opposition has prevented various
federal proposals from passing, 12 states and 21 cities
have passed sick leave mandates that typically allow
for around seven days of work absence per year.

The chapter begins by distinguishing between
different types of health-related leaves that may be
related to work (e.g., WC) or unrelated to it (e.g., sick
leave). The authors point out that because most sick
leave mandates in the US have been enacted fairly
recently, empirical research on their effects is limited.
Nevertheless, the analyses that have been conducted
suggest they impose fairly minimal burdens on busi-
nesses or labor markets while increasing coverage
rates and use and reducing certain types of illnesses,
probably by decreasing presenteeism at work.

Pichler and Ziebarth then delve more deeply into
the details of existing paid sick leave mandates in the
US, pending legal questions surrounding them, and
differences in access to paid leave across types of work-
ers. As of March 2019, 73 percent of workers had some

type of paid sick leave available from employers—
but with less availability for part-time, nonunion, or
low-wage workers and those employed in small firms.
They further estimate that privately provided sick
leave costs about 1.3 percent of gross wages, for work-
ers with access to it, and that such workers use about
2.8 sick days per year, on average. In contrast to health
insurance coverage and paid vacation days, which
have shown little recent trend, paid sick leave cover-
age grew by around 4 percentage points from 2015 to
2017. These increases were observed for both small
and large firms, in industries that previously had both
low and high coverage rates, and by especially large
amounts for low-wage workers.

Pichler and Ziebarth conclude with a discussion
of implementation issues related to paid sick leave
laws, first discussing the experiences of states that
have enacted policies and then turning to a possible
federal program. They make three key points. First,
policymakers need to harmonize the incentives in
short-term sick leave and long-term medical leave
to avoid introducing work disincentives. Second, the
concerns that direct employer payments of sick leave
benefits induce hiring and employment discrimina-
tion are likely minimal in the US context, since benefits
are financed through individual sick leave accounts.
Third, the prospects for establishing a national ben-
efit may be surprisingly favorable, despite the highly
polarized political environment. However, regard-
ing this last point, the authors note that while cur-
rent reform proposals represent a step forward, they
fall short of a system whereby short- and long-term
medical leaves are holistic and fully integrated with
each other. Finally, they argue that new paid leave sys-
tems should be integrated with the existing WC and
SSDI systems (rather than replacing or fundamen-
tally reforming them) and that, ideally, paid sick leave
would be developed separately from TDI or paid fam-
ily leave, with useful lessons to be learned from the
experiences of several European countries.

Christine Jolls examines the effects on employ-
ment of state laws mandating that employers provide
short-term disability benefits to workers whose leave
occurs due to qualifying medical conditions. A dis-
tinguishing feature of this chapter is its inclusion of
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a careful theoretical analysis pointing out the poten-
tial efficiency and incidence effects of such man-
dates and distinguishing between those directed to
all employees and those targeting specific subgroups.
In particular, the mandates could discourage hir-
ing and retaining individuals at high risk of using the
leaves. This may be offset by the difficulty employers
may have in observing these risks and the resulting
benefits for employees likely to experience periods
of short-term disability, as well as possible outward
shifts in the labor supply curve because employees
value the benefits.

Jolls then conducts her own empirical analyses of
the potential effects of mandated medical leave on
employment, using March Current Population Sur-
vey data for 21-58-year-olds. She uses the presence of
a state law mandating rights to medical leave before
the federal FMLA was enacted as a source of variation
in her analyses, under the hypothesis that the FMLA
would affect workers in the five states that have FMLA
less than it would affect those in the states without it.
Jolls also shows that medical leave was the most com-
mon reason for taking time off work under the FMLA,
at least in its early years after enactment.
study (generalized
differences-in-differences) specifications. These mod-
els compare changes over time in labor market out-

Jolls estimates event

comes for individuals with and without self-reported
health limitations and in states offering medical leave
protections before the FMLA versus in those that did
not. The results suggest that federally mandated med-
ical leave (though unpaid) slightly reduced employ-
ment in the years immediately after its enactment but
that most of these negative effects dissipated fairly
quickly, resulting in no employment effects. Jolls
also acknowledged that many employees received
employer-provided short-term medical leave, which
made much of the leave mandated under FMLA paid.
Yonatan Ben-Shalom examines the lessons from
state TDI programs in helping workers return to work
following an injury or illness. The chapter begins by
pointing out that these individuals have little fed-
eral support to remain in the labor force, due to frag-
mentation of public responsibilities. He argues that
states could, but generally do not, use available tools

to support workers with new health problems, such
as existing public health agencies and Medicaid pro-
grams. Next, he provides a detailed overview of TDI
programs in the five states that have them—Cali-
fornia, Hawaii, New Jersey, New York, and Rhode
Island—followed by a theoretical discussion of TDI’s
potential effects on labor force participation. He com-
pares the differing incentives of TDI programs and
the federal SSDI program and discusses the evidence
from prior analyses of how sick leave and paid family
leave programs affect labor force participation.
Ben-Shalom acknowledges the dearth of research
on the outcomes associated with TDI programs, such
as labor force participation, but takes a deep dive into
the results of two descriptive studies examining claim-
ants in Rhode Island’s and California’s TDI programs.
Here he documents greater take-up rates but shorter
durations in Rhode Island, which may reflect the com-
bined effects of lower wage replacement rates and
stricter limits on weeks allowed for specific diagno-
ses, which more than offset the effects of longer stat-
utory maximum durations than in California. Those
exhausting TDI benefits in California were shown
to be similar to those entering SSDI along several
dimensions (e.g., frequency of having musculoskele-
tal illnesses as a primary impairment), although new
SSDI awardees are older than TDI benefit exhausters
and less likely to enter because of injuries.
Ben-Shalom closes the chapter by discussing
important areas for future research, noting that we do
not yet know whether TDI raises or decreases long-
run labor force participation, which is an important
question to answer for policymakers. Reductions in
labor force participation could occur if TDI results
in more individuals ending up on SSDI rolls, whereas
increases might take place if TDI facilitates contin-
uation in the old or other job after recovery from
the illness or injury. The answer to this question
likely depends on the TDI program’s specific char-
acteristics, such as wage replacement rates, maxi-
mum benefits and benefit durations, RTW options,
and proactive efforts to encourage the rapid return
to work. Research is needed to examine the effects
of each individually and combined. Ben-Shalom
also discusses how the availability of enhanced data
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would help answer these questions, citing, for exam-
ple, the desirability of matching TDI data with SSDI
administrative records and establishing statewide
longitudinal data systems, such as those existing in
Rhode Island.

The final chapter, by Andrew G. Biggs, discusses
integrating private, employer-sponsored disabil-
ity plans with the federal SSDI program. After an
introductory framing of the issues, he contrasts
the availability of short-term and long-term disabil-
ity benefits to private- and public-sector workers
and then examines differences in these benefits for
private-sector employees as a function of industry
and occupation. He next describes these private pro-
grams’ characteristics, including the frequency of
required employee contributions, the wage replace-
ment rates and durations of the coverage, and the
maximum benefits replaced.

Biggs then turns to a more detailed examination of
the SSDI program, discussing funding mechanisms,
coverage, and the nature of the disabilities that trigger
payments. He describes the disability payment for-
mula, along with simulations of the wage replacement
rates for workers at different points in the earnings
distribution. Following this, he details the incentives
involved when integrating SSDI with private pro-
grams, highlighting not only the RTW incentives that
often exist in employer-based programs but also the
incentives to transition those employees to the fed-
eral SSDI program, which generally offsets employer
long-term benefits dollar for dollar.

The chapter concludes by discussing specific pro-
posals in prior literature for SSDI reforms, includ-
ing (1) mandating that employers provide disability
benefits for up to two years with vocational rehabil-
itation and workplace accommodations, (2) recast-
ing SSDI to allow for temporary and partial disability
payments, and (3) restructuring SSDI to operate more
similarly to state-run WC programs. Biggs describes
the specific characteristics of these reforms and the
incentives resulting from them, and he views them as
all worth exploring. However, he also highlights how
strong labor markets can increase the employment
of Americans with self-reported disability limitations
and emphasizes the importance of focusing policies

on keeping disabled individuals in the workforce,
rather than trying to return them to work once they
have started receiving SSDI payments. This also sug-
gests the efficacy of policies that increase the demand
of employers for workers with disabilities.

While the chapters in the volume provide rich infor-
mation on the characteristics of current sick, medi-
cal, and disability leave policies and some evidence of
their effects, data limitations provide significant bar-
riers to obtaining a more complete understanding of
how various policies affect the individuals who expe-
rience them. However, researchers have numerous
opportunities, perhaps unknown to them, to explore
existing data sources to answer some of these ques-
tions. To help remedy this problem, the volume closes
with a data appendix, constructed by Smalligan and
Boyens, which details national surveys containing
data on paid medical leave (e.g., the National Health
Interview Survey, Medical Expenditure Panel Sur-
vey, and American Time Use Survey), private surveys
(e.g., the IBM MarketScan Research Databases), and
data on state programs plus those indicating disability
prevalence and usage. The appendix also references
various studies using one or more of these datasets.

Conclusion

The chapters in this volume provide a comprehen-
sive look at the paid sick, medical, and disability leave
landscape in the US. They offer several important
data points on coverage rates and the characteris-
tics of workers not covered by existing policies. We
learned that paid medical leave policies cover many
workers in the US, but coverage comes from a patch-
work of policies offered by employers, state govern-
ments, and the federal government. This means that
certain populations are less likely to receive paid sick
leave and paid leave for short-term medical issues or
temporary disabilities, depending on their employer,
their employment status, and their location.

One common theme throughout this volume is
that we still have more to learn about paid medi-
cal leave. While national surveys offer important
insights into coverage and take-up rates, there is a
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dearth of information about the outcomes and effec-
tiveness of various paid sick and medical leave poli-
cies. For example, proposals to establish federal paid
sick leave or medical leave policies primarily focus
on expanding coverage, yet we still know little about
how such policies affect hiring, aggregate employ-
ment, and the costs to businesses. Several additional
areas of study emerged from the recognition that we
have more to learn.

The authors offer considerations for the admin-
istrative aspects of what a federal paid medical leave
policy might include, which would greatly influence
the effectiveness of such policies. They also outline
the potential negative and positive implications that
federal paid sick and medical leave policies might
have on labor force participation, offering specific
guidance for further study. Further, the authors pose
the theoretical impacts on labor force participation

that come from private short- and long-term disabil-
ity insurance programs and their interaction with the
federal long-term disability insurance system. The evi-
dence base is also slim here, though the availability of
data from private insurers could advance our knowl-
edge. Finally, the following chapters confirm that we
have more to learn about how all these policies might
interact with each other, how those interactions affect
worker and employer behavior, and whether different
variations of policies and policy components could
result in different outcomes.

While the following pages substantially advance
our knowledge of paid sick, medical, and disability
policies in the US, we also recognize that this vol-
ume is only a beginning. We call for a robust research
agenda to further build the evidence base on this
important issue and inform the most appropriate paid
sick and medical leave policies for American workers.
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Paid Medical Leave Landscape

TRENDS, EXISTING PROGRAMS, AND
RECOMMENDATIONS FOR A FEDERAL PROGRAM

Jack Smalligan and Chantel Boyens

n the United States, whether workers have access
Ito time off and pay to address their own serious
medical condition depends on who they work for and
where they live. Workers are covered by a patchwork
of voluntary employer-provided benefits and federal,
state, and local laws and benefits that leave many out.
This system of coverage results in access to paid med-
ical leave benefits that are not universal and vary sig-
nificantly by income level, occupation, and employer
size, with low-wage workers having the least access
to benefits. States and localities are increasingly tak-
ing action to address these gaps and expand access to
also include paid leave to care for a new child or family
member with a serious health condition.

In just a few years, the number of states with
enacted statewide paid family and medical leave
programs has more than doubled to nine (including
Washington, DC).! In addition, many state and local
governments are providing paid sick days for workers.
However, many stakeholders see a need to address
these issues at the federal level to secure more uni-
versal access to benefits. In addition, the COVID-19
pandemic has spurred federal action, resulting in the
first national legislation to provide emergency sick
leave and paid family and medical leave to millions of
workers.

In this chapter, we delve more deeply into the cur-
rent landscape of paid and unpaid medical leave. In
the first half, we look at trends in usage of existing
public and private benefits. We start by defining paid
medical leave and exploring data on trends in worker

usage of currently available benefits, gaps that exist,
and the relationship to trends in long-term disability.
Overall, the data show that workers’ need for med-
ical leave is modest and stable over time. However,
gaps in coverage mean there is significant unmet need
under current law.

With this in mind, the second half of the chapter
describes the range of paid medical leave benefits cur-
rently available to some workers, including state pro-
grams and typical private-sector benefits, and federal
mandates on employers to provide unpaid medical
leave and accommodations for workers with tem-
porary and permanent disabilities. We then identity
three elements that are uniquely important to design-
ing a robust paid medical leave program and provide
recommendations on how those elements could be
structured in the context of a new federal program.

Defining Paid Medical Leave

“Paid medical leave” is a somewhat ambiguous term
that can be used differently depending on the con-
text. One chapter in this volume provides a thorough
classification of terms referencing the full array of
benefits workers access to address their own medi-
cal conditions. Consistent with that chapter, we use
the term “paid medical leave” to refer to benefits that
replace a portion of workers’ wages while taking time
off to address their own serious medical condition.
Medical leave falls in between shorter-term sick leave
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(or sick days), which is used to address short-duration
illnesses such as the common cold or routine medical
care, and long-term disability, which includes condi-
tions that force a person to stop working permanently
or for an extended period, such as serious forms of
cancer.

Medical leave is used to address medical condi-
tions that temporarily affect a person’s ability to work
and typically last weeks or months, such as a knee
injury or abdominal hernia. However, medical leave
cannot simply be defined by duration, since it can also
include time off that is taken intermittently to address
a medical condition. For instance, one cancer patient
may need four months off from work for treatment
and surgery; another may need one day every week for
many months to accommodate his or her treatment.
Another key distinction is that individuals who take
medical leave, unlike those who take long-term dis-
ability benefits, generally expect and intend to return
to work after taking leave. For this reason, paid med-
ical leave can help support continued employment,
health, and well-being for workers who experience
non-job-related illnesses and injuries.

The two primary forms of paid medical leave avail-
able to workers include private, employer-sponsored
short-term disability insurance (SDI) and publicly
financed state paid medical leave benefits. The four
oldest state medical leave programs, known as tem-
porary disability insurance programs, closely mimic
private SDI by providing benefits that range from
26 weeks to 52 weeks in California. Newer state pro-
grams were enacted following the passage of the
Family and Medical Leave Act (FMLA) of 1993 that
provided certain workers with job-protected rights
to unpaid leave.> These state programs are referred
to as “paid family and medical leave” programs, and,
like the FMLA, most provide 12 weeks of medical
leave but vary from two weeks in Washington, DC, to
20 weeks in Massachusetts.3

In the current federal policy context, most propos-
als to establish a new paid family and medical leave
program have also targeted a shorter benefit duration
similar to the FMLA. These publicly funded paid leave
programs can be thought of as an expansion of social
insurance protections offered to workers. By insuring

against lost wages due to the onset of a work-limiting
health condition, paid medical leave can help work-
ers weather the negative effects often associated with
health and income shocks.

Trends in Short- and Long-Term Medical
Leave

Paid medical leave coverage is not universal, and ben-
efits are most often provided to workers through
employer-based private insurance. This makes track-
ing worker access, usage, and demand for medical
leave difficult since a lot of the data are proprietary.
Nationally representative survey data often do not
distinguish clearly between sick leave and medical
leave, posing a different challenge.

Many workers are also covered by state programs;
however, there are many limitations to the publicly
available administrative data. To provide a better
understanding of how paid medical leave is used and
past trends, we use a combination of all these data
sources. We also review data on long-term disability
to provide context and inform discussions of how the
two types of leave interact. We find that trends in the
usage of short-term and long-term disability insur-
ance are distinct. While policymakers are interested
in examining potential interactions between the two,
less is known about that relationship, making it diffi-
cult to draw policy conclusions.

Short-Term Medical Leave. To understand how
workers use medical leave and how it has changed over
time, we use data from the National Health Interview
Survey (NHIS). NHIS captures worker self-reported
data on “work loss” days, defined as days taken off to
address anillness or injury. Work loss days can include
both sick days and days of medical leave. As shown in
Figure 1, the average annual number of work loss days
was roughly four days from 1997 to 2018. Over this
period, the average number of days taken declined
modestly until 2017, before ticking up in 2018. These
data show that the average amount of time taken for
combined sick and medical leave is quite modest and
has been stable over time.
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Figure 1. Average Number of Work Loss Days Among Those Employed Age 18 and Older

(1997-2018)
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Source: IPUMS, National Health Interview Survey (1997-2018).

Looking only at average work loss days provides
an incomplete picture, however. Workers use sick
leave far more frequently than medical leave; thus,
averages mask substantial variation in usage of leave
by duration. As shown in Figure 2, approximately
50-60 percent of employed individuals reported tak-
ing no medical leave from 1997 to 2018, while roughly
9 percent of workers reported taking leave for six or
more days.

Of those who reported taking no sick or medi-
cal leave, there was little variation by age. However,
older workers are more likely to report taking six or
more days of leave than younger workers are. Approx-
imately 10.4 percent of workers age 45-64 took leave
lasting six or more days, compared to 8.1 percent of
workers age 18-44. Workers with less education and
lower incomes were also more likely to report more
days of leave.4

Similar to the NHIS, data from private insurers
also show that usage of medical leave has been flat or
declining since 2011. The Integrated Benefits Institute
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(IBI), a nonprofit industry research organization, gath-
ers and analyzes data on millions of SDI claims pooled
from 15 disability insurers and absence management
firms, representing the bulk of the industry. In a recent
report, the institute found that lost time per covered
worker, per leave year, declined by 9 percent, from
3.0 days in 2011 to 2.7 days in 2017.5 It also found that
the short-term disability claims rate decreased by 8 per-
cent over the same period, from 53.9 claims per 1,000
covered individuals in 2011 to 49.4 in 2017.

According to IBI, the decline in the SDI claims
rate occurred across all six of the most common
conditions for which SDI claims were filed, except
pregnancy-related claims.® Pregnancy-related condi-
tions are the most common reason for claiming SDI,
representing roughly 25 percent of total claims. From
2011 to 2017, the share of pregnancy-related claims
increased by 6 percent. It is not clear what has driven
the overall decline in private SDI claims. The Bureau
of Labor Statistics (BLS) reports that the portion of
the workforce covered by private SDI has modestly
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Figure 2. Proportion of Employed Workers Age 18 and Older Taking Sick or Medical Leave
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Source: IPUMS, National Health Interview Survey (1997-2018).

increased during this time. It is unclear whether
changes in coverage are related to this trend.”
Outside pregnancy-related claims, the next four
most common conditions include musculoskeletal dis-
orders (19.5 percent); injuries such as fractures, sprains,
and strains of muscles and ligaments (11.5 percent);
digestive disorders (7.6 percent); and mental health
conditions (7 percent).8 A study using Truven Market-
Scan data found the median days of leave to be 54 days
for musculoskeletal conditions, 44 days for injuries,
48 days for mental disorders, 28 days for digestive con-
ditions, and 19 days for respiratory conditions.?
Publicly available data and research on state paid
medical leave claims are limited and do not provide
details on claims by medical condition. However,
some data exist on claim rates by age, income, gen-
der, and average duration. A National Partnership for
Women & Families study using state microdata shows
that in New Jersey and Rhode Island (the two states
for which data are available), lower-income work-
ers make up the bulk of paid medical leave claims,
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representing roughly two-thirds and three-quarters of
all medical leave claims, respectively.’® In New Jersey,
workers with incomes under $50,000 represent about
55 percent of the workforce and about 67 percent of
all medical leave claims. In Rhode Island, those fig-
ures are 63 percent and 74 percent, respectively.

This pattern of medical leave benefit claiming
among low-income workers is striking because these
workers are underrepresented as a share of claims for
parental and caregiving leave. While higher-income
workers receive larger benefits because of their
higher earnings, these claiming rates suggest that
the state programs are helping a significant share of
the low-income workforce. In addition, since med-
ical leave claims represent the bulk of all paid leave
claims costs, this pattern of claiming could signifi-
cantly affect the extent to which the program is pro-
gressive overall.

Looking at the state data on duration of leaves
shows that, overall, the duration of benefits is longer
for older workers and men, while women file twice as
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many medical leave claims as men do.!! The average
duration of state medical leave claims not only ranges
from 9.3 weeks to 16.4 weeks but also reflects varia-
tion in the maximum length of leave allowed in each
state, as shown in Table 1.

Rhode Island provides more detailed data on claims
by duration of leave. According to its administrative
data, nearly three-quarters (roughly 73 percent) of all
claims were for 12 weeks or less. In addition, recently
released estimates by Social Security actuaries and the
Congressional Budget Office assume that the average
duration of medical leave claims under the Family
and Medical Insurance Leave (FAMILY) Act would be
roughly two months.”> The FAMILY Act would pro-
vide up to 12 weeks of paid family and medical leave
to workers in all states.'3

Table 1. Duration of State Temporary Disability
Insurance Claims (Weeks)

Average ‘ Maximum
California 16.4 52
Rhode Island |03 | 30
New Jersey | 9.3 | 26

Source: National Partnership for Women & Families, Meeting
the Promise of Paid Leave: Best Practices in State Paid Leave
Implementation, 2019, https://www.nationalpartnership.org/
our-work/resources/economic-justice/paid-leave/meeting-
the-promise-of-paid-leave.pdf.

The data described above shed light on current
usage of paid medical leave by workers with access to
benefits but do not help assess the ability to take leave
or true demand for paid leave. The 2017-18 American
Time Use Survey found that 20.7 percent of workers
took leave for their “own illness or medical care” in
the past week, which includes both sick and medi-
cal leave. Of the leave taken, almost two-thirds was
paid, a third was entirely unpaid, and 2.4 percent was
a combination of paid and unpaid leave. Overall, 8.7
percent of workers identified as needing to take leave
but not taking it. Of those who did not take the leave
they needed, 35.8 percent said the needed leave was to
address their own illness.14

A 2012 survey of employees at work sites covered
by the FMLA similarly found a significant portion of
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workers who took leave but did not receive pay. The
survey found that 15.6 percent of employees were
provided no pay while on leave.’s Approximately
9.3 percent of employees were provided full pay,
and 26.3 percent of employees were provided partial
pay. The largest group of employees, 47.9 percent,
reported some other pay policy being in effect, such
as requiring workers to use accumulated paid time
off balances.

In addition to the FMLA survey data, research on
presenteeism, or “working while sick,” also suggests
a significant unmet need for paid medical leave. For
example, some studies have shown that lack of access
to paid sick leave prevents many people from taking
the time off they need to address their own health
condition and increases the frequency with which a
worker goes to work while ill.16 Experts estimate that
three million workers go to work sick every week in
the US.17 Presenteeism has been estimated to have a
greater cost to employers than absenteeism has.!®

Long-Term, Work-Limiting Disabilities. The
prevalence of serious, long-term, and work-limiting
disabilities is distinct from the prevalence of short-
term temporary disabilities. Medical leave to address
an injured knee may require a short work absence,
whereas a serious back injury or degenerated disk
could limit the length of time a person can stand and
therefore limit his or her ability to continue working
in certain jobs long term.

As shown in Figure 3, since 1988, the percentage
of non-elderly adults who report having a disability
remained fairly stable at around 11 percent, with a
temporary increase from 2012 to 2017. However, most
fluctuations in the overall rate can be explained by the
aging workforce and from baby boomers reaching age
62 and gradually leaving the workforce. As shown in
Figure 4, the age-specific rates remain largely flat.19

Another measure used to track trends in long-term
disabilities is the participation rate in the Social Secu-
rity Disability Insurance (SSDI) program. The SSDI
program provides benefits to workers and certain
family members if the worker becomes disabled for at
least 12 months or has a condition that is expected to
result in death. The number of people receiving SSDI
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Figure 3. Self-Reported Work Limitation Disabilities (1988-2017)
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Figure 4. Self-Reported Work Limitation Disabilities by Age (1988-2017)
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Figure 5. Insured Workers Receiving Social Security Disability Insurance Benefits
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Note: Age-and sex-adjusted prevalence rates per thousand persons insured for disability benefits.
Source: Board of Trustees of the Federal Old-Age and Survivors Insurance and Federal Disability Insurance Trust Funds, The 2019 Annual
Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and Federal Disability Insurance Trust Funds, Table V.C5,

https://www.ssa.gov/OACT/TR/2019/tr2019.pdf.

benefits has increased in absolute numbers, from
3.2 million in 1991 to 8.5 million in 2018.20

However, factors behind growth in the program
have been widely debated. Many experts now describe
the trend as having two distinct components: pro-
grammatic and demographic changes. Growth in SSDI
participation in the early 1990s has been attributed
primarily to legislative and regulatory changes in the
1980s that expanded eligibility, including for appli-
cants with mental health conditions and conditions
that required estimating the severity of pain, while
later growth is largely attributable to changing demo-
graphic factors and short-term economic factors.2!
Figure 5 shows the change in SSDI participation from
1991 to 2018 adjusted for two demographic factors:

e Growth in Women’s Labor Force Participation (LFP).
Initially, as women’s LFP increased, their applica-
tion rates lagged behind their male counterparts,
but as women worked longer careers, their partic-
ipation in SSDI grew on par with men’s.
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o Aging of the Workforce. Older workers are more
likely to acquire a disability.

The gradual rise in the Social Security full retire-
ment age (FRA) has also been a factor. Individuals on
SSDI transition to retirement benefits at their FRA.
As the FRA increases, more beneficiaries stay on SSDI
longer, leading to higher participation.

Most recently, the program experienced a signif-
icant decline in participation, returning to prereces-
sion levels. The drivers behind the decline, which has
exceeded the Social Security actuaries’ projections that
already account for economic factors, are not yet fully
understood. A range of internal management changes
could have reduced the likelihood that an applicant will
be allowed.?2 Short-term economic factors also could
have played a greater than expected role in program
participation.

Some workers who entered the program during the
Great Recession may have simply accelerated their
entrance into the program, so some recent reductions
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in applications may be temporary. Because of these
developments, the financial solvency of the SSDI
trust fund has been extended beyond 2022, as pro-
jected just a few years ago, to 2052 in the latest Social
Security trustees report.23

Overall, the trends on short-term medical leave
and long-term chronic disability appear to have lit-
tle relationship to each other. Over the past decade,
self-reported rates of disability have increased
with the aging labor force, but the use of existing
short-term medical leave has either declined or been
flat. Trends in short-term medical leave for workers
with access to it do not necessarily have to be con-
sistent with rates of chronic disability among the
overall adult, non-elderly population. Workers with-
out a disability may be relatively healthier or ben-
efit from improved medical care. Meanwhile, the
rate of serious functional limitations in the overall
population may be modestly increasing due to the
aging workforce.

Existing Medical Leave Benefits

As noted earlier, the US has a patchwork of sick leave,
paid and unpaid family and medical leave, short- and
long-term disability insurance, and occupational ill-
ness and injury insurance. Moving forward, we sum-
marize each type of benefit and provide a comparison
of benefits between private SDI and publicly financed
medical leave benefits, which share many common
features. Workers’ compensation (WC) is a form of
paid medical leave for work-related injuries but is dis-
tinct in several ways and described separately.

Paid medical leave programs also have important
interactions with federal employer mandates to pro-
vide unpaid family and medical leave and accommo-
dations for persons with disabilities. We provide an
overview of relevant FMLA rules and recent develop-
ments related to the Americans with Disabilities Act
(ADA) that expand the right to unpaid medical leave.

Private SDI. Approximately 42 percent of work-
ers have access to employer-provided paid medical
leave for serious medical conditions through SDI.24
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Employers that provide SDI often purchase insur-
ance from a private carrier, though some choose to
“self-insure” for this benefit.25 SDI plans provide ben-
efits that replace a portion of lost wages while the
worker is on leave due to a serious medical condition.

The level of wage replacement and duration of ben-
efits can vary widely. For example, the BLS National
Compensation Survey finds that two-thirds of SDI
plans in 2018 offer a maximum benefit duration of
26 weeks, while a third offers shorter periods ranging in
most cases from 12 weeks to 20 weeks.26 Wage replace-
ments rates vary from 50 percent to 100 percent, and
the median plan had a 60 percent wage replacement
rate and a $637 maximum weekly benefit.27

In addition, the median SDI plan in 2018 included
an unpaid, seven-day waiting period, sometimes
referred to as an “elimination period.”>¢ Employ-
ees must often complete a length of service require-
ment before becoming eligible for benefits, though
in most plans, it is one month or less.?9 High-wage
workers are much more likely to have access to SDI
than low-wage workers are, with 54 percent of the top
quartile of workers having access, compared to 19 per-
cent of workers in the lowest quartile. Additionally,
some employers offer long-term disability insurance
(LDI) that picks up when SDI benefits are exhausted.

Publicly Financed Paid Medical Leave Pro-
grams. The first state-based programs to provide paid
leave to address a worker’s own serious medical con-
dition were developed in California, New Jersey, New
York, and Rhode Island. These SDI programs were
established within existing unemployment insurance
systems in the 1940s and 1950s.

Beginning in the early 2000s, and more than a
decade after the passage of the FMLA, states with SDI
programs also began expanding their programs to
allow workers to take paid time off to care for a new
child or a close family member with a serious health
condition, among other reasons.3° The SDI programs
already included pregnancy-related conditions under
a worker’s own serious health condition.

Following these states’ lead, several other states
joined the movement toward providing comprehen-
sive paid family and medical leave benefits. In 2020,
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Washington state and Washington, DC, both began
paying benefits from their programs. Connecticut,
Massachusetts, and Oregon have also enacted legisla-
tion and will begin paying benefits over the next three
years. Meanwhile, more states are actively consider-
ing legislation.

Table 2 describes key features of typical private SDI
benefits and existing state SDI programs. The newer
state programs adhere more closely to the FMLA’s
mold by providing benefits that are somewhat shorter
in duration than are the older public SDI programs
and typical private SDI plans. Three of the newly
enacted paid medical leave programs offer benefits
up to 12 weeks (with certain conditions allowed more
time), while Washington, DC, provides benefits for up
to two weeks and Massachusetts up to 20 weeks. The
older state SDI programs have benefit durations rang-
ing from 26 weeks to 52 weeks.

The newer programs and California have also
adopted progressive benefit formulas that replace a
larger share of earnings for low-wage workers. Maxi-
mum weekly benefits range from $170 in New York to
$1,300 in California and are usually pegged to growth
in average state wages. Almost all programs include an
unpaid, seven-day waiting period. Only some include
job protections (in addition to those available under
FMLA or other state laws) that guarantee a worker’s
right to return to his or her job after taking leave.

Workers’ Compensation. WC provides resources
for wage replacement, medical care, and rehabilita-
tion to workers who are injured on the job or become
ill from a work-related cause. In contrast, public med-
ical leave programs cover non-workplace-based ill-
nesses and injuries. In 2016, WC policies covered
138 million workers and paid $61.9 billion in benefits,
divided evenly between cash benefits and medical
expenditures.3! While WC is a type of medical leave
program, it differs from the state SDI and private SDI
programs described above in several important ways
that make comparisons difficult.

WC is a largely employer-funded, state-supervised
program with only limited federal oversight by the
Department of Labor. Worker access to WC ben-
efits and services depends on the state-specific
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requirements for employers, and these rules vary
widely depending on where a worker lives. Unlike SDI
benefits, WC program benefits have declined sub-
stantially over the past 25 years. Cash benefits peaked
in 1991 at an average of $0.99 per $100 in wages for
covered workers, dropping to $0.41 in 2016, accompa-
nied by a more modest drop in medical benefits.

Some of the drop in expenditures reflects the
changing work environment and reduction in work-
place injuries. The incidence of injuries or illnesses
requiring days away from work or a job transfer
dropped from 8.1 cases per 100 full-time workers in
1995 to 3.0 cases by 2015.32 However, some reductions
also appear to be from states making their programs
less generous and more difficult to access.33

Several distinct programmatic features are also
embedded in WC. For example, employers are subject
to experience rating based on the number and cost of
claims filed. Employers face higher costs as the num-
ber of claims go up, creating an incentive for employ-
ers to reduce real and reported illness and injury rates.

Given the workplace origin of the illness and
injury, workers often have greater legal rights than
with other programs. With serious, permanent con-
ditions, the program can involve extensive litigation.
While the federal government has minimal oversight
of state WC policies, every state must have at least a
basic WC legal framework for its state.

Unpaid Medical Leave, Job Protection, and
Accommodations. FMLA provides a legal right to
12 weeks of unpaid leave for parental, caregiving, and
medical leave for covered workers. FMLA applies
generally to employers with 50 or more employees in
a 75-mile radius. Workers are eligible to take FMLA
leave if they have worked for their employer for at
least 12 months and completed 1,250 hours of service.

The FMLA also ensures that employees have the
right to return to their employer in the same job or
one similar. Medical leave is the most common rea-
son for taking FMLA leave, representing 55 percent
of the reasons for taking leave.34 Later in this volume,
Christine Jolls examines whether the enactment of
the FMLA in 1993 depressed employment for individ-
uals reporting work-limiting conditions.
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https://labor.hawaii.gov/dcd/home/about-tdi/
http://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/meeting-the-promise-of-paid-leave.pdf
http://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/meeting-the-promise-of-paid-leave.pdf
https://www.ifebp.org/store/employee-benefits-survey/Pages/default.aspx
https://www.ifebp.org/store/employee-benefits-survey/Pages/default.aspx
https://www.bls.gov/ncs/ebs/benefits/2018/ownership/private/table27a.htm
https://www.bls.gov/ncs/ebs/benefits/2018/ownership/private/table27a.htm
http://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/state-paid-family-leave-laws.pdf
http://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/state-paid-family-leave-laws.pdf
https://www.abetterbalance.org/resources/paid-family-leave-laws-chart/

PAID LEAVE FOR ILLNESS, MEDICAL NEEDS, AND DISABILITIES

In addition to the FMLA, the ADA mandates that
employers provide reasonable accommodations to
employees with disabilities, and medical leave is one
form of reasonable accommodation. The ADA applies
to employers with 15 or more employees, and there
is no length of service requirement. However, one
important limitation to the right to take leave under
the ADA is that an employer can refuse to grant an
accommodation if it would impose undue hardship
on the business.

In contrast, employers covered by FMLA cannot
refuse to grant leave due to hardship concerns. The
Pregnancy Discrimination Act (PDA), as an amend-
ment to Title VII, provides protections to workers
based on pregnancy, childbirth, or related medical
conditions. Under the PDA, employers must treat
pregnant workers the same as other temporarily dis-
abled workers.35

Since both the ADA and PDA cover more employ-
ers and workers than the FMLA does, a recently issued
resource document from the Equal Employment
Opportunity Commission (EEOC) significantly affects
how these protections interact. In 2016, the EEOC
issued a resource document clarifying when access to
medical leave can be considered a form of reasonable
accommodation under the ADA.3¢ Employees with
disabilities have a right to take medical leave as a rea-
sonable accommodation even if an employer is not
covered by FMLA or a state paid medical leave law or
does not offer any medical leave benefits to its employ-
ees. Employees with disabilities can also take medical
leave if they have exhausted other benefits.

The EEOC resource document also highlights how
the right to take medical leave under the ADA as a rea-
sonable accommodation could be exercised in addi-
tion to other medical leave benefits. For instance, the
ruling extends the right to take leave for many con-
ditions such as recovery from a surgery, addressing a
major depression, or requiring intermittent leave to
manage a disability.

However, a health condition must be substan-
tially limiting for a worker to have ADA rights. The
EEOC gives as examples a routine broken leg or her-
nia as conditions that generally would not qualify.37 For
access to leave to be an accommodation, the leave must
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eventually enable the individual to return to work. In
addition, to address ambiguity that was causing litiga-
tion, the EEOC has specifically issued guidance that
employees with cancer should be considered to have
a disability under the ADA,3® as should women during
pregnancy.39 As a result, workers who exhaust their
paid or unpaid medical leave benefits could be entitled
to additional leave when returning to work.

EEOC’s clarifying explanation that medical leave is
areasonable accommodation is not widely understood,
so the full impact of the guidance is still unknown. The
legal framework around the FMLA and ADA is evolv-
ing. EEOC has consent decrees with some major
employers that include multimillion dollar penalties,4°
and EEOC continues to identify this issue as a signifi-
cant concern in its enforcement plans.4!

However, these laws clearly extend import-
ant protections to many workers and affect many
employers. The interactions of these policies will
need to be considered in designing any new fed-
eral medical leave benefit. Greater awareness of the
ADA protections will likely lead more workers with
serious health conditions to take additional medi-
cal leave, requiring employers to make accommoda-
tions at the work site. However, this additional leave
may also be largely unpaid, posing financial chal-
lenges for workers.

Key Elements of Paid Medical Leave
Benefit Programs

Paid medical leave differs from parental and caregiv-
ing leave because the need to take leave is based on
a worker’s own medical condition. The nature and
severity of the medical condition and the require-
ments of the worker’s job interact in complex ways
that affect the length of leave an individual worker
may need. Determining whether to approve a claim
for medical leave benefits requires a more nuanced
eligibility determination process. In addition, time
away from work, and the medical condition itself, can
affect whether workers can retain their job, find new
work after recovery if needed, or be at risk of drop-
ping out of the labor force altogether.
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This interplay between health and work has
important consequences for workers, their employ-
ers, and benefit providers, as well as a potential inter-
action with the SSDI program. Paid medical leave
therefore presents unique policy choices compared to
parental and family caregiving leave.

First, a medical leave program will need to estab-
lish a more nuanced process for determining eligibil-
ity for benefits based on how a worker’s own illness
or injury interacts with the requirements of his or her
job. Second, after a benefit is provided, a program will
need to have a strategy for helping workers who have
difficulty returning to work. Third, the duration of
benefits has important implications and raises poten-
tial interaction effects with long-term disability bene-
fits. We explore how these areas are addressed under
existing SDI programs and provide recommenda-
tions on how a federal program might approach these
issues based on available evidence and experience.

Eligibility Determination Process. The process
for determining whether a worker’s claim is valid for
paid medical leave under existing private and public
SDI programs is fairly similar. Workers fill out a claim
form (paper or electronic) and ask their physician to
fill out the portion detailing what the worker’s med-
ical condition is, whether the condition necessitates
time off from work, and a recommendation on the
length of leave required. The decision and recom-
mendation from the physician are then reviewed by
a private insurance or state agency claims official and
could be approved, denied, or flagged for follow-up
action to clarify or request additional information.
Some insurers and state agencies rely almost
exclusively on a physician’s recommendation, com-
bined with in-house administrative data and expe-
rience with certain conditions to flag claims that
may be problematic. Some state SDI programs, such
as California and Rhode Island, and many private
insurers and medical providers use private medi-
cal guidelines to inform decisions about the length
of leave associated with a given medical condition.
Physicians identify the International Classifica-
tion of Diseases (ICD) codes associated with the
worker’s conditions. The guidelines then typically

19

provide physicians and claims reviewers with min-
imum, average, and maximum lengths of leave asso-
ciated with the given ICD codes.

Issue: How Should the Eligibility Determination Pro-
cess Look Under a Federal Medical Leave Program? The
agency responsible for administering a new federal
medical leave benefit will need to establish a deter-
mination process for medical claims that serves
workers well while providing an adequate level of
oversight. The process should recognize that claims
for paid medical leave benefits are modest and tem-
porary by definition.

In addition, most workers taking paid medical
leave plan to continue working, unlike individuals
claiming retirement or long-term disability bene-
fits, and need quick access to benefits to replace lost
wages. The timeliness of the benefit payment is par-
ticularly important for lower-wage workers, many of
whom may live paycheck to paycheck and are often
paid weekly or biweekly.

Establishing the proper duration of leave that a
worker needs is particularly important. The length
of leave can affect a worker’s health and well-being.
Leave that is too short may prevent an adequate recov-
ery or result in reinjury or additional complications.
Leaves that are too long or overly restrictive may not
improve health and could weaken a worker’s connec-
tion to his or her current employer, erode skills, and
sever important social connections. Length of leave
also affects employers that must decide whether
and how to adjust to accommodate the employee on
leave. Duration of benefits significantly affects pro-
gram costs and can affect real or perceived notions of
whether benefits are being used properly.

Recommendation. As in the state and private SDI
programs, a report from a worker’s treating source
should be the initial basis for establishing eligi-
bility for a new federal medical leave benefit. For
shorter-duration claims, relying solely on the rec-
ommendation of workers’ physicians may be suffi-
cient. For longer-duration claims, a federal medical
leave program should consider using private medical
duration guidelines as a resource. However, usage of
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private medical guidelines introduces opportunities,
questions, and challenges.

In the US, two sets of guidelines are most com-
monly used, the ODG (originally titled Official Dis-
ability Guidelines but now identified by its acronym),
owned by WCG Health, and MDGuidelines, owned
by the ReedGroup. These two guidelines are used in
some existing state paid leave programs, including
California and Rhode Island, and many private SDI
plans.42 The companies that create and update med-
ical duration guidelines report they gather data and
evidence from many sources, including expert opin-
ion, academic research, and thousands and sometimes
millions of leave usage reports from their clients and
other sources.

Some guidelines were developed with a heavy
focus on use in the administration of WC programs
and are marketed to insurers and employers. The
more sophisticated guidelines customize recommen-
dations for the length of leave based on the nature of
a worker’s job requirements, age, gender, and comor-
bidities, such as obesity. As such, these guidelines
could provide physicians and claims reviewers with
valuable data to support their recommendations and
provide an outside source of validation.

One concern with existing guidelines is that there is
a notably wide variation in recommendations among
them. The American Medical Association guide for the
evaluation of work ability discusses many different
medical conditions. For example, for a worker with a
“heavy” job classification who has a shoulder rotator
cuff impairment, one guide recommended the mini-
mum number of leave days as zero, whereas another
guide gave the minimum as 28 days.43 A review of
guidelines in North America and Europe found an
overlap in expected duration and differences.4

Other experts have reviewed the quality of the dis-
ability management guidelines and reached mixed
conclusions. The RAND Corporation examined
ODG and concluded it “appears acceptable to clini-
cians, but ODG requires greater rigor to keep pace
with methodological advances in the field of guide-
line development.”45 An international team of experts
considered guidelines used in many countries, includ-
ing the MDGuidelines and ODG in the US, and found
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“in several countries, certifying physicians are pro-
vided with guidelines that contain statements about
expected duration of sickness absence for different
health conditions. These statements seem to have a
limited base of evidence and an unknown impact.”46

Medical leave duration guidelines are a small sub-
set of a broader set of clinical practice guidelines. For
many years, the Agency for Healthcare Research and
Quality (AHRQ) managed the National Guideline
Clearinghouse cataloging all evidence-based guide-
lines that included ODG and MDGuidelines. How-
ever, AHRQ revised its standards for inclusion in the
clearinghouse based on recommendations from the
Institute of Medicine (IoM) Committee on Standards
to increase the use of systematic evidence reviews.47
As a result, neither guideline met AHRQ’s new stan-
dards, and both were dropped from the clearinghouse
in 2016. In 2018, funding for the clearinghouse was
discontinued, and AHRQ is exploring options for
reconstituting it.

In the next section, we discuss how to support the
continued employment of workers who take extended
periods of medical leave and how those consider-
ations interact with decisions regarding the use of
duration guidelines. For example, Rhode Island’s
medical leave program uses the ODG and identifies
beneficiaries as “at risk” when they are at 9o percent
of the leave indicated in the ODG guidelines.48 Alter-
natively, Kaiser Permanente uses the MDGuidelines
for approving medical leave for its own employees and
will identify options, such as intermittent leave, that
may result in a shorter overall leave absence. These
efforts show potential and require further evaluation.

Federal legislation on paid medical leave should
give the administering agency discretion in issuing
regulations specifying standards for reviewing and
approving applications for leave. In IoM’s review of
clinical practice guidelines (CPG) discussed earlier, it
concluded, “The committee sees greater value in hav-
ing a variety of organizations developing CPGs than in
limiting all development to a single agency.”49 How-
ever, how a single federal agency would use multiple
guidelines simultaneously poses not only questions
and administrative challenges but also an opportunity
to evaluate different approaches. Federal legislation
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could be an opportunity to provide new authority or
funding to support efforts to improve the evidence
base for the existing guidelines. A determination pro-
cess should also use state-of-the-art data analytics
to spot anomalous patterns of reports from treating
sources as is done in state SDI programs.

The challenge of treating sources managing their
conflicting roles is not unique to the US. A survey
of Swedish physicians regarding the certification
of sickness leave found the responsibility created
morale issues for physicians.5® A study of the pro-
cess in Norway found that when the market for phy-
sician’s services was more competitive, physicians
provided more lenient leave certifications; how-
ever, the study estimated the leniency increased the
length of leave by only 3-4 percent.5! In US academic
literature, there is limited research on the role of the
treating source.

Supporting the Employment of Workers Who
Take Medical Leave. Workers who take paid med-
ical leave face serious health conditions that at least
temporarily limit their ability to work. Most of these
workers will recover and return to work quickly with-
out further assistance. However, some workers will
face difficulties returning to work or may have con-
ditions that limit their ability to perform the same
duties as before. A smaller number of workers may
develop long-term disabling conditions that force
them to leave the labor force for an extended period
or permanently.

Workers who take longer leaves, or do not return
to work, lose out on earnings and are at greater risk of
unemployment and economic insecurity. Data from
the Panel Study of Income Dynamics indicate that
each year, an average of 4.2 percent of adults age 18
to 62 who are in the labor force report developing a
new work-limiting condition or experiencing a new
health shock.5> In addition, those who experienced a
new health shock were three times more likely to have
left the labor force two years later compared to those
who had not.

Employers, insurers, and state SDI programs
are also concerned with worker length of absence
and health. Workers on medical leave impose costs
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on employers for health insurance and wages for
replacement workers if needed to backfill. In the
WC context, employers with more WC claims also
face higher premiums due to experience rating. Lon-
ger leaves also impose higher costs on benefit pay-
ers, whether they are private insurers or publicly
financed programs.

Many employers that offer SDI benefits use dis-
ability management services to assist workers and
manage benefits and engagement with employees
on leave or who require accommodations at work.
These services are most common in industries with
higher WC claims, where employers face larger cost
incentives to address these issues. These services
are often referred to in the US as “return to work”
(RTW) services and may be offered by third-party
benefit administrators and insurers or directly by
large employers that develop their own programs.
The range of programs and services vary in quality
and scope. Most state SDI programs do not have spe-
cific RTW programs established in connection with
their benefit programs but will refer beneficiaries to
other existing services if asked.

RTW strategies are aimed at supporting continued
employment for workers who develop a new poten-
tially disabling illness or injury or who experience the
worsening of a chronic condition that could limit their
ability to work. A condition is “potentially disabling”
because what constitutes a disability is complex and
often misunderstood. Many workers targeted for
assistance through RTW services may not view them-
selves as having a disability.

The most effective RTW services emphasize early
intervention and are provided to a person as soon as
is practical after he or she acquires a new medical con-
dition or experiences a worsening of an existing con-
dition. Ideally, these services begin while the person
is still adapting to life and work with the new condi-
tion. RTW services can take many forms, but the most
promising strategies improve coordination, com-
munication, and services among the employee, the
employer, and the health care provider, with an over-
riding focus on the person’s functional capacity and
work as a positive health outcome. This is referred to
as a “multi-domain approach” because it addresses all
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the environments a worker must navigate as he or she
adjusts to life with the new medical condition.

Effective RTW services can range in complexity.
In some cases, they involve an employer providing an
accommodation to the employee for ongoing medi-
cal visits under the FMLA or a workplace accommo-
dation under the ADA. Frequently, breakdowns or
gaps in the delivery of health care services need to be
addressed as part of the effort.53 For example, work-
ers who do not receive adequate physical therapy may
underestimate their own functional ability as they
recover from an injury.

Other times, a worker may be treated for only one
medical condition when another is also present. More
intensive services and coordination among providers
may also be needed when a mental health issue, such
as depression, is present in addition to a physical ill-
ness, which can greatly increase the risk of long-term
unemployment for the newly ill or injured worker.54

Issue: Using Evidence-Based RTW to Support the Labor
Force Attachment of Workers Who Take Medical Leave.
In this section, we summarize the RTW research,
much from outside the US, and describe two promis-
ing approaches that could inform US policy. There is
strong evidence supporting the effectiveness of RTW
models that are employer provided and emphasize an
early intervention approach to assisting works after
a new illness or injury. For example, six systematic
reviews of employer-provided early intervention pro-
grams found strong evidence that they were effective,
three of which were found to shorten the duration of
work absence.55

Another study found that RTW programs that
address multiple domains were the most effective
and they applied across a wide range of medical con-
ditions.s¢ Similarly, two reviews found interventions
significantly and positively affected the likelihood of
workers with common mental disorders returning
to work.57

While evidence from employer-based programs is
promising, somewhat less is known about the poten-
tial effectiveness of a publicly provided model. How-
ever, two programs, one in Washington state and the
other in the Netherlands, provide some evidence
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and insights for incorporating RTW strategies into a
potential paid medical leave program.

Washington state. The Washington state Cen-
ters for Occupational Health and Education (COHE)
is a state-based model for RTW developed in the
Washington WC program. COHE addresses occupa-
tional injuries and illnesses, most often musculoskel-
etal conditions. Established in 2001, the COHE staff
improves communication among the injured worker,
the physician’s office, and the employer. It also pro-
vides education on best practices to health care pro-
viders. COHE identifies obstacles to the employee
returning to work and emphasizes that simply return-
ing to work is an important health care outcome.

A recent eight-year follow-up evaluation of the
COHE model found that relative to a comparable
group of injured workers, workers receiving the COHE
intervention had a 30 percent reduction in workplace-
based disability and a 30 percent lower rate of
injured workers transitioning to SSDL58 For every
worker in COHE who returned to work and avoided
SSDI, there are another two workers whose condi-
tion may not have led to their receiving SSDI but
who avoided experiencing long-term unemployment
because of their work disability.59 Another study
found that COHE also helped combat the opioid cri-
sis by detecting and addressing excess prescriptions
of opioids.6©

Netherlands. After experiencing a prolonged
increase in the share of adults receiving disability ben-
efits, the Netherlands enacted policies that changed
its approach to helping workers return to work. The
Netherlands adopted a policy known as the gate-
keeper protocol in 2002. The program’s objective
is to incentivize and require employers to focus on
RTW for their employees and the social insurance
system to focus on improving occupational health—
preserving health and sustainable work ability.

Under the new protocol, on week six of a sick leave
spell, the worker’s condition is analyzed by an occupa-
tional health professional. On week eight, the employer
and employee agree to a RTW plan. From week eight
to week 52, regular evaluations occur between the
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employer and employee with an overall evaluation
after the first year.®! Data from the Netherlands show
that the share of insured workers receiving disability
benefits decreased from 11 percent in 2001 to 7.2 per-
cent in 2012.62 In addition, Jan-Maarten van Sonsbeek
and Raymond Gradus examined a 70 percent drop in
disability allowances that occurred from 1999 to 2009
and attributed a third of the decline—22 percentage
points—to the employer-based gatekeeper protocol
and employee treatment requirements.3

Recommendation. A new federal paid medical leave
program should also include evidence-based early
intervention services aimed at helping workers stay
at work and return to work. A responsible program
would include this feature to help workers maintain
employment and individual economic security follow-
ing the onset of a new health condition, help employ-
ers retain workers, and strengthen overall LFP.

One approach a new program could take is to pro-
vide grants to states to develop and test evidence-
based RTW services targeted to workers at risk of
longer-term work disability. States could consider
drawing on models such as the Washington state
COHE program or others being developed now under
the US Department of Labor’s Retaining Employment
and Talent After Injury/Illness Network program.64
Similarly, if a federal program included an option for
employers to opt out of a government-administered
program, it could require as a condition of using a pri-
vate provider that the plan include a well-designed
RTW program, such as the Dutch gatekeeper protocol.

Benefit Duration and Interactions with Long-
Term Disability. Medical leave benefits cover med-
ical conditions that last longer than a few days or
weeks but are not intended to cover permanent or
long-term disabilities lasting years. However, they can
help bridge the gap between short-term and long-term
benefits, to the extent workers have access to them.
Most of the recently enacted or proposed state and
federal paid medical leave benefits have targeted a
duration of 12 weeks, keeping with the length of job
protection provided by FMLA. The older state med-
ical leave programs established decades ago provide
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benefits for six months or longer, as do most private
SDI plans.

Typical LDI plans, including SSDI, begin after
five or six months. In 2018, about only 34 percent of
workers had access to private LDI plans. Access to
LDI varies widely by wage level, with only 8 percent
of workers in the lowest quartile having access, com-
pared to 61 percent of workers in the highest wage
quartile. The International Foundation of Employee
Benefit Plans survey reports that 81 percent of pri-
vate LDI plans continued benefits until retirement
age and 73 percent of the plans replaced 60 percent
of wages.

Workers who become disabled can concurrently
receive SSDI and LDI benefits, with the LDI benefit
functioning as a supplement to the lower SSDI wage
replacement rate. Because the SSDI benefit formula
is progressive, replacing a higher share of lower-wage
workers’ earnings, the additional benefit from an LDI
plan is larger for higher-wage workers than low-wage
workers. For example, for an LDI benefit that achieves
a 60 percent overall wage replacement level, a low-
wage worker with a 52 percent SSDI replacement rate
will see a smaller increase in his or her benefits from
the LDI coverage than will a high-wage worker with a
35 percent SSDI replacement rate.65

Issue: What Is a Reasonable Duration for a Medical Leave
Benefit? Legislation has been introduced in Congress
to provide 12 weeks of paid medical leave to work-
ers under the FAMILY Act. However, some experts
have suggested that a new paid medical leave benefit
should cover six months to bridge between short- and
long-term disability benefits. Others suggest that the
program should be flexible enough to accommodate
even longer absences depending on what a worker’s
physician recommends.

The optimal benefit duration included in a national
program would likely need to balance competing pri-
orities, including expanding economic security for
workers, keeping program costs manageable, avoid-
ing undue employer burden, and maintaining strong
labor force attachment. Recent state action to enact
programs indicates that many policymakers sup-
port a shorter benefit duration similar to the FMLA
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duration of 12 weeks. As discussed earlier, data from
Rhode Island indicate that 12 weeks of leave is suf-
ficient to cover almost three-quarters of all medical
leave claims.6 In addition, recent estimates from the
Social Security Office of the Chief Actuary and the
Congressional Budget Office indicate that the average
duration of medical leave claims under the FAMILY
Act would be about two months.67

Experts also debate whether offering a longer med-
ical leave benefit will reduce the cost of applying for
LDI benefits and therefore increase participation and
costs in SSDI. This is because LDI and SSDI bene-
fits typically have substantial waiting periods and
short-term benefits reduce the cost of that waiting
period. Some experts, most prominently David Autor
and Mark Duggan, suggest that an SDI benefit, funded
by employers, will give an employer the opportunity
to provide supports and accommodations that could
help workers retain their job and support overall
attachment to the labor force.®8

The evidence on how SDI benefits interact with
SSDI and LDI benefits are mixed. Autor et al. ana-
lyzed state SDI programs and concluded they could
not estimate an impact on SSDI, though they attri-
bute the lack of findings to data limitations and the
long-standing nature of the programs.®9 In related
work, Autor et al. looked at private LDI data and found
relatively healthier individuals were more likely to
apply for benefits when waiting periods were shorter
and replacement rates higher. Michael Stepner used
variations in SDI policies across employers in Can-
ada to estimate that the availability of an SDI benefit
increased participation on LDI benefits by 0.07 per-
centage points.7®

Alternatively, Alison Earle, Jody Heymann, and
John Ayanian looked at a small sample of nurses and
estimated that availability of paid leave increased
the probability of returning to work after coronary
heart disease by more than 2.5 times.”* Additionally,
Peggy Thoits identified a strong relationship between
stress and poor health outcomes and how income
security provided by a paid medical leave benefit
could reduce stress and thereby improve health out-
comes, but more research is needed. Unfortunately,
most research in this area can only show correlations
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between paid medical or sick leave and improved
health outcomes.”>

While there are only a limited number of studies
on outcomes from medical leave and SDI benefits, the
SSDI program has been exhaustively studied. Basic
economic theory suggests that providing income sup-
port will create some disincentive to work. A long
body of research has examined the extent of the dis-
incentive associated with SSDI.73 This research indi-
cates that a work disincentive exists but that the size
of the disincentive is small relative to the amount of
income support SSDI provides. In other words, at the
margin, some applicants for SSDI are forgoing modest
potential earnings from work to receive the relatively
more stable monthly SSDI income.

The research also concludes that the effect is larger
for people with less severe impairments and that eli-
gibility for Medicare (something for which SSDI ben-
eficiaries eventually automatically qualify) provides
an additional, significant incentive to apply for SSDI
Katharine Abraham and Melissa Kearney reviewed
the literature on LFP and concluded that 0.14 per-
centage points of the decline in overall LFP could be
attributed to the growth of the SSDI program.7+ Sim-
ilarly, the White House Council of Economic Advis-
ers concluded that the growth of the SSDI program
explains only a small portion of the decline in LFP of
prime-age men.7s

Recommendation. If access to long-term income and
health assistance through SSDI creates only a mod-
est work disincentive, access to a short-term benefit
could entail an even smaller work disincentive, with
a three-month benefit having an even more modest
impact than a six-month benefit would have. With
a robust RTW emphasis, a well-designed medical
leave benefit could improve employment outcomes,
as discussed in the previous section. To better mea-
sure the cost and benefits, one option uses the estab-
lishment of a new federal benefit as an opportunity
to test different maximum durations. A 12-week
benefit could be established nationwide, and funds
could be set aside for states and employers that put
forward proposals to rigorously evaluate a longer
maximum duration.
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Various Social Security experts have recommended
testing either time-limited or partial benefits in the
context of SSDL7¢ Testing a time-limited SSDI ben-
efit raises operational issues for the Social Security
Administration and many policy and political chal-
lenges for Congress. Rigorously testing the impact of
greater access to short-term paid medical leave outside
Social Security would be much less complicated and an
opportunity to evaluate aspects of the Autor and Dug-
gan proposal from 2010.77 Combining this paid medical
leave benefit with access to RTW services presents fur-
ther opportunities to expand our knowledge.”®

Conclusion

The landscape for paid medical leave in the US is
evolving quickly as more states establish programs
and the first federal sick leave and paid family and
medical leave program was enacted in the wake of
the COVID-19 pandemic. The recent crisis further
exposed gaps in our current patchwork of paid leave
benefits for workers juggling health conditions and
work. To inform the debate around creating a new
national paid medical leave program, we surveyed the
trends in usage of and access to sick leave and paid
medical leave and find that usage of these benefits
has been stable and modest over time. However, sig-
nificant unmet need exists among workers without
access. In addition, data from the existing state pro-
grams show that most leaves could be accommodated
by a program lasting 12 weeks.

Medical leave provided by state programs also
plays an important role in serving lower-income
workers. Available data from the states show that
while low-wage workers are underrepresented among
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claimants for parental and caregiving leave, they make
up a majority of medical leave claimants. Moreover,
because medical leave is the most common type of
leave used, including medical leave in a comprehen-
sive paid leave program would be vital to supporting
overall progressivity in the program. More medi-
cal leave claims are also made by women than men.
Unfortunately, less is known about take-up and usage
of benefits among minorities, an area in which further
research is needed to understand how paid medical
leave may support racial equity.

We conclude that a national paid medical leave
benefit would be a significant improvement over the
patchwork of benefits now available to workers. How-
ever, the design and implementation of a medical
leave program will require special attention in three
areas. First, determining the appropriate duration of
leave for each claim will be a key challenge. We recom-
mend program administrators leverage the existence
of privately developed medical duration guidelines
as they develop their own evidence-based guidelines.
Second, a robust medical leave program will need to
help some workers with serious illnesses and injuries
return to work. Research suggests evidence-based
early intervention programs can improve employ-
ment, earnings, and health outcomes for workers
while reducing costs for employers and other govern-
ment programs. Lastly, while we recommend estab-
lishing a national 12-week benefit as a starting point,
we also recommend rigorously testing benefits with a
longer duration.

Taken together, these recommendations would
support development of a national program that is
responsive to the needs of all workers juggling serious
health conditions and work while promoting trust in
administration of these important benefits.
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Sick Leave and Medical Leave in

the United States

A CATEGORIZATION AND RECENT TRENDS

Stefan Pichler and Nicolas R. Ziebarth

II but three Organisation for Economic
Co-operation and Development (OECD) coun-
tries guarantee universal access to paid sick leave for
all employees.! Besides Japan and Canada, the United
States has traditionally let employers decide whether
to offer paid sick leave benefits to their employ-
ees. Until recently, the only existing federal law was
the Family and Medical Leave Act (FMLA) of 1993.
This act provides unpaid leave of up to 12 weeks a
year for pregnancy, own illness, or illness of a family
member to full-time employees in firms with at least
50 employees.? Broadly speaking, “sick leave” implies
that employees can take days off from work due to a
short-term sickness such as the common cold or the
flu, whereas “medical leave” (called “long-term sick
leave” outside the US) implies coverage for a longer-
term, more serious sickness of several weeks.

While the implementation of the Affordable Care
Act (ACA) has dominated health policy discussions
over the past decade, the debate about universal sick
pay coverage has concurrently intensified. Former
Sen. Edward Kennedy (D-MA) first introduced the
Healthy Families Act to the US Congress in 2005.
After several failed attempts to pass and enact it, the
bill was reintroduced in the 116th Congress on March
14, 2019. The Healthy Families Act would enable every
employee to earn one hour of sick time for every
30 hours worked, up to 56 hours per year, whereby
unused days carry over to the next year. Employers
with more than 15 employees would have to provide
paid sick time, whereas small employers would have
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to provide unpaid sick time. The bill explicitly stip-
ulates that paid sick time can be taken for sick or
needy children, parents, or other “individuals related
by blood or affinity whose close association with the
employee is equivalent to a family relationship.”3

Although no bipartisan consensus on passing and
enacting the Healthy Families Act has been reached,
as of writing, 21 cities and 12 states have passed sick
pay mandates that largely follow the structure of the
Healthy Families Act. Table A1 provides an overview.
For example, California covers all workers, including
part time, and covers all firms, independent of size.
Moreover, the recent coronavirus pandemic has led
to the bipartisan Families First Coronavirus Response
Act,# which mandates two weeks of emergency sick
leave and up to 10 weeks of additional family and
medical leave.5 However, the purpose is strictly lim-
ited to the coronavirus, exempts firms with more than
500 employees, and expires at the end of 2020.

This chapter reviews and discusses recent trends
of access to paid leave in the United States. Although
we also categorize and discuss other programs for
health-related work absences (such as medical leave
or disability insurance), we deliberately focus on
recent policy changes and discussions of short-term
sick leave in the spirit of the Healthy Families Act.
Specifically, we use representative data from the
National Compensation Survey (NCS) by the US
Bureau of Labor Statistic (BLS) to sketch the most
important trends in sick leave access for American
employees over the past decade. We also discuss
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Table 1. Categorization of Health-Related Paid Leave Benefits

In Labor Force ‘ Out of Labor Force
Sick and Medical Leave Disability Insurance
Work Unrelated Short-Term Sick Leave Medical Leave, TDI, Long-Term Federal Programs: SSDI and SSI
Sick Leave
Employer Mandates TDI (Five States)
(12 States, 21 Cities)
FMLA State-Level Programs
(Six States)
Private Employer Group Insurance | Private Employer Group Insurance
(Short-Term Disability) (Long-Term Disability)
Private Individual Insurance Private Individual Insurance
Work Related Workers” Compensation
(All'US States Except Texas)

Source: Authors.

changes by type of job and provide evidence on how
the recently passed mandates and the intensified pol-
icy discussion may have contributed to the observed
increase in employee access to short-term sick leave.

A Categorization of Health-Related Paid
and Unpaid Leave

This section classifies all existing federal and state-
level programs that cover health-related work
absences in the United States. Besides FMLA,
employees are universally covered by a state-level
insurance system that provides sick and medical leave
for work-related diseases or accidents. Most Ameri-
cans are also covered by the federal disability insur-
ance program, which provides disability benefits for
the permanently work disabled.

Moreover, for decades, five states have been run-
ning so-called temporary disability insurance (TDI)
programs, providing wage replacement benefits for
longer, but temporary, work disability. The more
recent versions of these programs are no longer
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called TDI, but “medical leave” or “state-level FMLA
programs,” following the federal FMLA language. See
Yonatan Ben-Shalom’s chapter in this volume for fur-
ther details on disability programs.®

Table 1 provides a categorization of the various
existing federal or state-level programs that cover
temporary or permanent health-related work disabil-
ity in the United States.

Work-Related Medical Leave (“Workers’ Com-
pensation”). Workers’ compensation (WC) is a
mix of health insurance and medical leave. It pays for
work-related accidents and diseases and covers medi-
cal care costs and wage replacements for employees.”
(See Table 1.) The first workers” accident insurance
was implemented in Germany in 1885.8 In the United
States, WC is the oldest and most comprehensive
health-related social insurance program. The first via-
ble WC statute, the Federal Employers Liability Act,
was first signed into law by Theodore Roosevelt in
1908.9 In the United States, WC is a state-level pro-
gram, and all states but Texas require employers to
have WC coverage.1©
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The relevance of this social insurance program has
sharply decreased over the past century—because of
improvements in workplace safety, worker training,
and shifts in the industry structure away from man-
ufacturing toward service-sector jobs in OECD coun-
tries. Between the 1950s and 1980s, the workplace
fatality rate per 100,000 workers decreased from
above 20 to below 10 in several OECD countries.!! In
the United States, 2.8 million nonfatal occupational
injuries and illnesses were counted in 2018.12 Bernard
Fortin and Paul Lanoie’3 and Richard Butler and Har-
old Gardner' provide excellent literature overviews,
and Olli Kangas's provides an institutional overview
of statutory accident insurance schemes in 18 OECD
countries.

Short-Term Sick Leave. We define “short-term sick
leave” as full or partial wage replacements for work
absence due to sickness for the first days of sickness.
The exact number of days covered by this benefit
depends on the institutional framework, which differs
from country to country. For example, for the United
States, we define sick leave in the spirit of the Healthy
Families Act and the many recently enacted city- and
state-level sick pay mandates, as listed in Table A1.

As sick pay mandates have been enacted recently,
suitable data are scarce, as is empirical scientific evi-
dence.1¢ There are notable exceptions from the US
before the current debate on employer mandates.!7
Donna Gilleskie exploits 1987 Medical Expendi-
ture Panel Survey data to structurally model work
absence behavior and simulate the effects of alter-
native policies.!® She finds that a quarter of all male
employees would not take sick leave when ill if sick
leave were unpaid.

Moreover, several reports document select
employer experiences with sick pay mandates. For
example, Shelley Waters Boots, Karin Martinson, and
Anna Danziger'9 conclude that “by and large, most
employers were able to implement the paid sick leave
ordinance with minimal to moderate effects on their
overall business and their bottom line.”

Other papers document inequality in access to
paid sick leave and unawareness, or they emphasize

relevant statistical correlations. For example, Philip
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Susser and Nicolas Ziebarth?° find that up to three
million US employees work sick every week and
that women and low-income earners are more likely
to work sick. In almost half of all cases, the reasons
were directly related to a lack of sick leave. LeaAnne
DeRigne, Patricia Stoddard-Dare, and Linda Quinn2!
report that employees without access to paid sick
leave are more likely to forgo medical care. And Lucy
Peipins and colleagues? find that employees without
access to sick pay are less likely to undergo mammog-
raphies, pap tests, and endoscopies at recommended
intervals. Finally, Gerod Hall and colleagues®3 report
that 30 percent of all employees in New York City
were unaware of their recently enacted rights.

A few papers exploit variation in sick pay man-
dates across US regions over time to conduct causal
inference. For example, Stefan Pichler and Nico-
las Ziebarth>4 use county-level employment and
wage data to conclude that sick pay mandates did
not significantly disrupt labor markets nor produce
job losses or weaker wage growth. Thomas Ahn and
Aaron Yelowitz?5 come to a similar conclusion for
Connecticut.26 In addition, several papers use?7 ret-
rospectively reported information from National
Health Interview Survey data to estimate that the
sick pay mandates increased sick leave use by about
one day per year in the short run. Stefan Pichler and
Nicolas Ziebarth?8 theoretically model these behav-
ioral reactions and the decrease in “contagious pre-
senteeism” behavior. They also show empirically that
flu rates decreased significantly because of the first
city-level mandates. In line with this finding, Jenna
Stearns and Corey White?9 find significant decreases
in illness-related leave-taking after the introduction
of sick pay mandates.

In a recent working paper, Catherine Maclean, Ste-
fan Pichler, and Nicolas Ziebarth3° use government
data at firm-job level by the National Compensation
Survey to show that state-level mandates increased
coverage rates by 13 percentage points and that newly
covered employees took two additional sick days in
the first year.3' These findings are broadly in line with
work based on survey data.3? Interestingly, however,
Maclean, Pichler, and Ziebarth do not find evidence
that the mandated benefits crowd out non-mandated
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benefits. Moreover, using a model of optimal sick pay
and the authors’ empirical causal estimates as suffi-
cient statistics, Maclean, Pichler, and Ziebarth dis-
cuss welfare implications and trade-offs by industry
and occupation. They conclude that mandating sick
pay likely improves welfare under a range of plausible
parameter assumptions, even when abstaining from
the public health benefits of reduced infection rates.

Finally, although related under the umbrella term
“paid leave,” paid sick leave differs from paid vacation
and parental leave in both aim and scope.33 Although
paid sick time in the spirit of the Healthy Families Act
can be used to take care of sick children or family mem-
bers, its focus has always been on health issues and the
short run. Moreover, because of the unpredictability of
the risk, it clearly can be framed as an insurance that
covers wage losses due to unexpected health shocks.34
However, “family leave” usually (but not always)
refers to longer-term leave for (planned) family rea-
sons (e.g., parental leave). In addition, the employer
cost implications are much different and significantly
higher for parental leave, as take-up among employ-
ees of childbearing age is relatively high and the work
absence durations are relatively long.

Consequently, basically all countries outside the
United States run separate and separately funded
parentalleave programs.35 Moreover, the labor market
consequences of parental leave programs likely dif-
fer substantially from those for traditional short- and
long-term sick leave programs. For example, Ann Bar-
tel and colleagues3® find that California’s paid fam-
ily leave program has increased the share of fathers
who take parental leave. However, there is also evi-
dence that parental leave mandates may reduce the
labor supply of women and job promotions.37 On the
other hand, Maya Rossin-Slater, Christopher Ruhm,
and Jane Waldfogel3® find that weekly work hours of
employed women have increased because of the law,
and Jane Waldfogel3? finds no impact on women’s
wages or employment.

TDI, Medical Leave, and Long-Term Sick Leave.
As Table 1 shows, the bridge between short-term sick
leave and permanent work disability and withdrawal
from the labor force is “medical leave.”4© We define
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medical leave as leave from work due to prolonged
sickness of more than six days and before permanent
work disability is diagnosed. Usually, patients are still
employed while on medical leave, but only a share
of them will recover and return to work, whereas
another share will be permanently unable to work and
potentially qualify for long-term disability insurance.
A classic example for medical leave is cancer treat-
ments. See the “Implications for Implementing Med-
ical Leave Systems in the United States” section and
Jack Smalligan and Chantel Boyens’ chapter in this
volume4! for a more extensive look at medical leave.
Ben-Shalom’s chapter in this volume also discusses
TDI in more detail 4>

(Long-Term) Disability Insurance. Public disabil-
ity insurance is an integral part of social insurance in
OECD countries.43 Although institutional details vary
over time and across countries, disability insurance
mainly aims to provide a safety net in case of perma-
nent work disability. Benefits typically replace a frac-
tion of former gross wages.

The empirical disability insurance literature in
economiics is rich, for both empirical methods and
published papers. It contains structural life-cycle
models# and standard reduced-form evidence.4
It includes studies on Australia, the United States,
and European countries, the large majority of which
focuses on the labor market consequences of public
disability insurance.46 However, private insurance
also exists for disability insurance.

Private Insurance. The United States has tradition-
ally relied on voluntary provisions of paid sick and
medical leave benefits and health insurance bene-
fits. Because of their sufficiently large risk pool, large
employers can purchase and offer insurance policies
at modest costs, as they do now for medical leave
or long-term disability insurance. However, small
employers may not be able to afford such policies.
Compared to other countries,47 individually under-
written disability policies represent a small market in
the United States.48

In “Access to Paid Sick Leave in the United
States” of this chapter, we discuss who has access to
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paid vacation, paid sick leave, and paid family leave
in the United States. We also provide access rates for
short- and long-term group disability insurance, by
types of jobs.

US Sick Pay Mandates

Table A1 provides a detailed summary of most US city-
and state-level mandates passed to date.49 Although
the mandates’ details differ in each city and state, all
mandates are employer mandates. Several mandates
exclude small employers or have other exemptions.
Employees “earn” a paid sick leave credit—typically,
one hour per 30 to 40 hours worked with a maximum
of about seven days per year. If unused, the sick leave
credit rolls over to the next calendar year. Because
employees must accrue the credit, most mandates
explicitly state a 9o-day accrual period (in addition
to waiting periods for new employees). Several man-
dates that exempt small employers compel them to
provide unpaid sick days.5°

Employers have to post employee rights such as
minimum wage laws, harassment and discrimination
protection, and sick pay rights at the workplace. Fig-
ure A1 shows an earned sick time notice for Massa-
chusetts that employers could post to comply with
the Massachusetts workplace poster requirements.s!
Alternatively, posters such as those in Figure A2 (here
for Arizona) list all employee rights that employers
must post to comply with the respective state laws.5>

An institutional point is worth mentioning. In sev-
eral cases, laws were challenged in court, mostly by
business groups. For example, Pittsburgh’s paid sick
leave ordinance was approved on August 3, 2015.
Shortly after, business groups sued, and lower courts
ruled against the law (because of unique language in
the state’s home rule charter). However, the city has
appealed the decision in Pennsylvania’s Supreme
Court, where it is currently pending.53 In another pend-
ing case, Airlines for America has sued the states of
Massachusetts and Washington to seek an exemption
from the law;, arguing that the law would hurt their car-
rier prices, routes, and services.>* As another example
of pending legal questions, the Massachusetts Supreme
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Judicial Court ruled that sick pay does not constitute
wages, which implies that employers are not liable if
they do not pay out unused sick days.5

Access to Paid Sick Leave in the United
States

This section uses NCS data by the BLS to document
access to paid leave in the United States, particu-
larly short-term sick leave. In addition to document-
ing inequalities in access as of 2019, we also discuss
changes in access over the past decade.

Although the public NCS data are high-quality gov-
ernment data well suited to documenting access and
employer costs, they are not well suited to measur-
ing take-up of sick leave benefits. Maclean, Pichler,
and Ziebarth find that employees who gain access to
paid sick leave because of the state-level mandates
take about two days of paid sick leave in the first
post-mandate years.5® However, because employees
accumulate more sick days the longer they work, the
long-term take-up rate is likely higher. In addition,
because access to sick and medical leave is still not
the social norm, there may be take-up barriers even
for employees who are formally covered by the bene-
fits (e.g., fear of negative job consequences).

For long-term projections, other countries may
provide evidence on take-up. For example, Germany
provides universal and low-barrier access to both sick
and medical leave. In Germany, in a given year, about
50 percent of all employees take paid sick leave, and
about 5 percent of all employees take medical leave.57
For more information on take-up in the United States,
please see the analysis of self-reported data from the
National Health Interview Survey provided in the
appendix of this volume.58

National Compensation Survey. The NCS is a
nationally representative dataset at the establishment-
occupation level. The US Census Bureau defines
establishments as “a single physical location where
business is conducted or where services or indus-
trial operations are performed.”s9 Because the NCS is
designed to provide official government statistics on
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Figure 1. Access to Health Insurance, Types of Paid Leave, and Disability Benefits in 2019
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Source: Authors’ calculations based on 2019 National Compensation Survey data.

a wide range of compensation and labor cost items, it
includes information on access to paid sick leave and
other paid leave and fringe benefits.

While the NCS is a quarterly survey, we focus on
the March responses of the first quarter interview
below as, for many benefits (including access to
paid sick leave), the BLS provides information from
only this interview. We use the public version of the
NCS.%° In the survey, HR administrators of the estab-
lishments provide detailed information on a range of
offered benefits.

The NCS solely yields evidence on benefits offered
by the employers. This includes private policies pro-
vided by employers and benefit provisions because of
employer mandates. However, the data include nei-
ther WC, TDI, nor medical leave coverage through
systems that the government independently runs. See
Smalligan and Boyens’ chapter in this volume®! for
details on medical leave and alternative databases.

Access to Paid Leave in 2019. Figure 1 uses the
March 2019 wave of the NCS. It shows the share of
employees who have access (through their employer)
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to (1) health insurance, (2) short-term sick leave,
(3) short- and long-term disability insurance, (4) paid
vacation and holidays, and (5) paid family leave. Tra-
ditionally, US employers have provided all these ben-
efits voluntarily.62

Figure 1 shows that, as of March 2019, 69 percent
of all employees were offered health insurance and
73 percent were offered short-term sick leave. The fol-
lowing figures focus on access to short-term sick leave.

Figure 2 investigates sick leave access rates by type
of job. Seventeen percent of full-time employees have
no access to paid sick leave. Moreover, 57 percent of
part-time employees do not have access to paid sick
leave in their job (Panel A). Sixteen percent of firms
with more than 100 employees do not offer paid sick
leave (Panel B), and even in jobs with union repre-
sentation, 14 percent of employees cannot take paid
sick leave (Panel C). Finally, we observe a clear gra-
dient when plotting coverage rates by the quartile of
the wage distribution. While 10 percent of employees
in the highest income category lack access to paid sick
leave, 53 percent in the lowest income category lack
access to paid sick leave.
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Figure 2. Access to Short-Term Sick Leave by Type of Job in 2019
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Figure 3 stratifies coverage rates by industry and
occupation. The industry with the lowest coverage
rate is the accommodation and food industry (45 per-
cent). Given the high degree of customer contact,
such low coverage rates are particularly worrisome
from a public health perspective. Research has shown
that employees without access to paid sick leave are
much more likely to work sick and spread diseases.63

In summary, across all types of jobs, access to
short-term sick leave is generally far from universal
in the United States. Moreover, access to paid sick
leave is highly unequal. Even in 2019, in low-wage
and part-time jobs and the accommodation and food
industry, more than half of all jobs provided no access
to paid sick leave.

Employer Costs of Providing Paid Leave Bene-
fits in 2019. This section uses the NCS data to pro-
vide evidence on labor costs for different types of paid
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leave. To put them in perspective, we compare them
to costs for wages and other fringe benefits. Panels A
and B of Figure 4 provide corresponding overviews for
2019, normalized to costs per hour worked. Of course,
the average cost estimates depend on both the rate of
benefit provision and benefit generosity.

For example, on average, paid sick leave costs
$0.32 per hour worked. However, as coverage rates are
73 percent (Figure 1), the average costs for workers
with paid sick leave are $0.44, or 1.3 percent of gross
hourly wages. Under a 100 percent replacement rate
and assuming 220 working days per year, a back-of-
the-envelope calculation suggests that each worker
with access to paid sick leave takes, on average,
2.8 sick days per year.

As seen in Figure 4, Panel A, the labor costs for
paid vacation days ($1.28 per hour worked), paid
national holidays ($0.74 per hour worked), and WC
($0.45 per hour worked) exceed the costs for paid
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Figure 3. Access to Short-Term Sick Leave by Industry and Occupation in 2019
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Figure 4. Employer Costs of Providing Paid Leave Benefits in 2019
Panel A Panel B
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Source: Authors’ calculations based on 2019 National Compensation Survey data.

leave. (Costs for paid family leave are not available
in the NCS.) Private short- and long-term disability
policies cost only $0.07 and $0.04 per hour worked,
respectively.

Figure 4, Panel B sums up all costs for paid leave
and compares the total sum to the costs for wages
and other fringe benefits (which includes health
insurance benefits of $3.08 and retirement benefits
of $1.98). The total costs for all forms of paid leave
sum up to $2.48 per hour worked, whereas the total
costs for paid vacation and national holidays sum up
to $2.02. Costs for wages are $24.17, and for all other
fringe benefits, jointly they are $7.85.
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Next, we analyze the mode of sick leave coverage
(Figure 5). Most sick leave is offered as a fixed plan,
in which employees earn up to a fixed number of sick
days per year. The second most common plan is a
“consolidated leave plan,” often also referred to as a
paid time off (PTO) bank. Finally, only few employ-
ers offer plans without yearly limits (“as need plans”).

Changes in Access to Sick Paid Leave from 2010
to 2019. As seen in Figure 5, PTO plans have become
increasingly popular among US employers, increas-
ing from 17 percent to 23 percent between 2015 and
2019. Under a PTO plan, employers do not provide
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Figure 5. Composition of Sick Leave
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a separate number of days for sick leave, vacation, or
parental leave, but rather aggregate or consolidate the
total number of paid leave days per year, independent
of reason.®4 For instance, the BLS reports that the
average consolidated PTO plan has accumulated 19
days of available paid leave after five years of service
with the employer.65 Paid sick leave mandates com-
ply with such PTO plans as long as they are at least as
generous as the sick leave mandated by the law is.66
Maclean, Pichler, and Ziebarth®7 test the impact of
state-level sick pay mandates on the provision of PTO
banks. They find clear evidence that the mandates
induced employers to set up separate sick leave plans
and neither crowded out nor increased the provision
of PTO banks. The authors suggest that this was the
case for employers to avoid uncertainty as to whether
their consolidated PTO plan would comply with the
law.68

Figure 5 shows a clear increase in the provision
of paid sick leave by firms. Comparing changes over
time to changes for other benefits can help us assess
the impact of the recently enacted sick pay man-
dates in 12 states, such as California, Massachusetts,
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and Oregon. Figure A3 compares changes in cover-
age rates for short-term sick leave to changes for
health insurance and paid vacation from 2010 to
2019. The latter two benefits are approximate “con-
trol groups” when trying to eyeball a causal impact
of the recently enacted sick pay mandates. As seen,
coverage rates for paid vacation have been stable at
around 77 percent since 2010. This flat trend aligns
with the absence of state or federal mandates for
paid vacation days.

Moreover, the share of jobs with health insur-
ance has been stable over time. In 2016 and 2017, we
observe a temporary decline by 2 percentage points
from 70 to 68 percent. However, in 2019, health insur-
ance coverage rebounded to 70 percent.

Whereas sick leave coverage rates remained stable
around 64 percent until 2015, they increased substan-
tially by March 2019. The beginning of this upward
trend coincides exactly with the enforcement of the
mandates in California (July 1, 2015), Massachusetts
(July 1, 2015), and Oregon (January 1, 2016). (See
Table A1.) Whereas many relevant cities had enacted
mandates before 2015, the number of newly covered
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Figure 6. Changes in Employee Access to Short-Term Sick Leave by Type of Job
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employees was too small to move the needle in cover-
age rates as measured at the federal level. This obvi-
ously changed with the three big states—California,
Massachusetts, and Oregon—and further continued
with the mandates in Vermont (January 1, 2017), Ari-
zona (July 1, 2017), Washington (January 1, 2018),
and Maryland (February 11, 2018). Given the ongoing
robust debate and upcoming implementation of man-
dates (e.g., in Michigan and New Jersey), we expect
this trend to continue.

Figure 6 decomposes the strong increase in sick
leave coverage rates by firm size, industry, occu-
pation, and wage quartile. Both small and large
firms saw substantial increases. Similarly, coverage
increased in industries with not only historically low
coverage rates such as accommodation and food (from
30 percent in 2010 to 45 percent in 2019) but also
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high coverage rates in the pre-mandate era such as
health care (from 79 percent in 2010 to 85 percent in
2019). Finally, stratifying the trends by wage levels,
employees in the lowest wage quarter experienced
particularly strong increases in access to short-term
sick leave, up from 33 percent in 2010 to 47 percent
in 2019.

Implications for Implementing Medical
Leave Systems in the United States

In the spirit of the 1993 federal FMLA law, nine states
have passed state-level FMLA laws over the past
years. Whereas the more recent laws use the FMLA
terminus explicitly and exclusively, California was the
first state to essentially extend its TDI system for care
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of sick relatives or bonding with a newborn child in
2004 (often called “paid family leave” and sometimes
called “family temporary disability insurance”).®9 The
latest states to pass FMLA state laws were Connecti-
cut, Massachusetts, and Oregon (but benefits can
only be withdrawn starting 2021-23).

Basically, although being institutionalized under
various state-level legal frameworks and names, all
these laws essentially provide paid leave for (1) tak-
ing care or bonding with a new child, (2) taking care
of a family member with a serious health condition,
and (3) taking care of one’s own disability or serious
health condition. In that sense, internationally, they
represent a mix of parental leave, eldercare, and own
long-term sick leave. The benefit duration typically
depends on the specific reason for leave-taking and
ranges from four weeks (Rhode Island) to 12 weeks
(Washington, Massachusetts, California, and Ore-
gon) for family leave and from eight weeks (Wash-
ington, DC) to 52 weeks (under the TDI system in
California) for own disability per year. Like Califor-
nia, three other states and a territory (Rhode Island,
New Jersey, Pennsylvania, and Puerto Rico) have run
separate TDI programs for decades that mainly cover
own work-unrelated extended work disability.7®

In some states, benefits are a percentage of aver-
age weekly wages, whereas in others the percentage of
the benefit depends on the income level.7* All states
have upper weekly benefit caps ranging from $650
(New Jersey) to $1,252 (California). Funding occurs
basically through employee-employer payroll deduc-
tions of between 0.17 and 1 percent of employees’
base wages,”> up to a certain cap.”3

In the following, we summarize findings from the
economic literature and the literature in related fields
that broadly relate to paid family and medical leave.
These findings may hold lessons for the implementa-
tion of FMLA laws at the state level. In particular, we
focus on the lessons from long-term sick leave pro-
grams outside the United States and TDI programs in
the United States. In other words, we focus on insur-
ance programs that cover own health conditions and
disability—the “medical leave” aspect of the FMLA
programs—and ignore the broad literature on paren-
tal leave.
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First, there is consensus in economics literature
that the labor supply elasticity of paid leave pro-
grams is different from zero.74 The rich disability
insurance literature surrounds the question: How
much higher would the employment rate be with-
out the existence of a disability insurance system?
The standard approach to answering this question is
to exploit quasi-random variation in assignment of
disability insurance cases to examiners; the findings
show that employment rates are 15 to 30 percentage
points higher among “marginally rejected” disability
insurance applicants, relative to marginally accepted
disability insurance applicants.’s Other studies find
strong evidence for peer and intergenerational effects
in the Dutch and Norwegian context’® and that
stricter application screening reduces the number of
applications and improves targeting efficiency in the
Dutch context.77

As medical leave programs have precisely the
objective of providing longer-term wage replacement
benefits while keeping people employed and providing
job protection, one implication is that medical leave
programs keep sick people employed. Thus, they
potentially prevent a (permanent) exit from the labor
force. Whether and by how much medical leave pro-
grams decrease disability insurance applications and
rolls is, however, an open question.

Next, medical leave clearly leads to take-up, utiliza-
tion, and program costs.

However, while rising program costs are almost
certainly a consequence of implementing new social
insurance programs, the crucial question for most
economists is whether new programs are cost-
effective and improve welfare. Whereas costs are rel-
atively easy to measure, benefits may not be because
they manifest in the long run and indirectly—for
example, through higher labor productivity, labor
supply, or life satisfaction.

Looking at the underlying reasons for the take-up
of medical leave benefits, findings from other coun-
tries suggest that around 5 percent of the employed
population would take up long-term sick leave pro-
grams due to cancer, back pain, or mental illnesses.”®
One lesson from research on European systems is
that when replacement rates and funding between
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short-term sick leave and long-term medical leave
are not well-adjusted, unintended consequences
will result at their intersection.”® For example, Elis-
abeth Fevang, Simen Markussen, and Knut Rged8o
show that employers discourage workers on (Social
Security-funded) long-term sick leave to return to
work, because they carry the direct financial costs of
relapses through short-term sick leave.8!

Another lesson from Europe is that whenever
employers carry the direct benefit costs of sick and
medical leave, it could lead to discrimination against
workers and applicants in old age, women in child-
bearing ages, or the overweight and obese. For exam-
ple, Nicolas Ziebarth and Martin Karlsson82 find that
German employers became reluctant to hire sicker
workers after the government increased the man-
dated wage replacement rate for the first six weeks
of sick leave in 1999. Moreover, because sick work-
ers took more sick days in response to more generous
benefits, healthy workers had to work more overtime
hours to compensate for the lost labor.

On the other hand, because US short-term sick
leave represents individual sick leave accounts, which
tend to minimize moral hazard on the employee side,
we do not expect shirking behavior to play a major
role in the US context. Recall that mandated sick pay
enables workers to earn and budget 2 to 3 percent of
their work time as sick time, which can be taken when
needed. Pichler and Ziebarth® find no evidence that
sick pay mandates hurt employment or wages growth,
and employer surveys indicate that these mandates
are not perceived as a major issue and threat to
employers’ bottom lines.34

However, the case for longer-term medical leave
might be different as the perceived (and real) risks for
disruptions at the firm level might be substantial. This
is simply a consequence of the much longer leave spells
for medical leave. Hence, discrimination against work-
ers may be a concern for medical leave programs.

How to fund medical leave programs is another
crucial question. As medical leave in the US is largely
funded through general employee payroll taxes,
it exacerbates the risk of discrimination against
high-risk workers. Moreover, economists have long
debated whether payroll taxes hurt employment or
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wage growth. While Francis Kramarz and Thomas
Philippon8s find negative employment effects, others
hardly find such effects.8¢

Medical leave is related to rehabilitation programs
and therapies, for which a rich literature outside eco-
nomics exists. (See, for example, Nicole Hoefsmit,
Inge Houkes, and Frans Nijhuis87 for a general review;
S. J. Tamminga et al.8® for a review on cancer; and
Karen Nieuwenhuijsen et al.89 for a review on depres-
sion.) In one of the few empirical economic studies
on rehabilitation programs, Markus Frolich, Almas
Heshmati, and Michael Lechner9® use Swedish reg-
ister data and find that rehabilitation programs for
the long-term sick do not effectively improve their
labor market outcomes. Nicolas Ziebarth9' exploits
a doubling of copayments for rehabilitation treat-
ments and finds that demand is more elastic than it
is for acute medical treatments. Finally, Lisa Laun
and Peter Skogman Thoursie92 evaluate a randomized
field experiment by the Swedish government and do
not find evidence that private providers for vocational
rehabilitation treatments outperform public provid-
ers in costs and labor market outcomes.

Toward an Integrated and Evidence-
Based Paid Sick and Medical Leave
System

What can we learn from the description of the status
quo, recent trends in the paid leave systems of the
United States, and international research findings?
What are the lessons and the outlook for the next
decades? Given the highly polarized and divided
Congress, what are the chances for a bipartisan
and political agreement on a coherent federal paid
leave reform?

After a decade of experiences with the ACA, one
might be tempted to conclude that the outlook would
be grim. However, the silver lining in the paid leave
debate is that, unlike the ACA, it is not (yet) tied to
a specific polarizing figure, leader, or administration.
Representatives of both parties have expressed sup-
port for various forms of paid sick leave, medical leave,
or family leave. Likewise, while being at the top of the
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Democrats’ agenda for years,93 even President Don-
ald Trump repeatedly expressed support for federal
leave reform.%4 In addition, and maybe most impor-
tantly, the general public strongly supports measured
and modest (local) reforms such as the wave of recent
sick pay mandates. Approval ratings are above 70 per-
cent (and higher) across party lines.9

Currently, several proposals for federal sick and
medicalleave systemshavebeenintroducedinto Con-
gress. First, there is the Healthy Families Act, which
has been under discussion for 15 years and reintro-
duced to Congress in 2019.9¢ The Healthy Families
Act has served as the blueprint for the 12 state-
level sick pay mandates and similar mandates in
21 US cities. The experiences in these localities have
been overwhelmingly positive. Research has demon-
strated that the relatively light sick pay mandates do
not disrupt labor markets nor reduce employment
or wage growth.97 Moreover, Pichler and Ziebarth93
find that the first city-level mandates reduced
influenza-like illness (ILI) rates. Using official Cen-
ters for Disease Control and Prevention data on ILI
activity, Stefan Pichler, Katherine Wen, and Nicolas
Ziebarth99 confirm this finding by showing that the
state-level mandates reduced ILI activity by 11 per-
cent in the first year.

In the novel coronavirus debate, these findings
have received some media coverage and have been
cited as one justification for passing a federal sick
pay mandate. On March 18, 2020, the Senate passed
the bipartisan Families First Coronavirus Response
Act (FFCRA) with 90-8 votes, and President Trump
signed it. FFCRA contains two weeks of emergency
sick leave funding for reasons related to the corona-
virus. Moreover, it extended coronavirus-related paid
family and medical leave by 10 weeks at two-thirds
the employee’s regular wage. However, the purpose
of the paid leave is strictly limited to the coronavi-
rus, exempts firms with more than 500 employees,
and expires at the end of 2020. Pichler, Wen, and Zie-
barth'©° provide evidence that FFCRA has helped
“flatten the curve.”

In a recent working paper, Maclean, Pichler, and
Ziebarth'©! find that sick pay mandates in the spirit of
the Healthy Families Act effectively increase sick leave
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access. Because labor cost effects seem to be modest
and much smaller than employees’ valuation of the
benefit, the authors conclude that they most likely
lead to an increase in welfare—even when ignoring
the public health benefits. Hence, we strongly support
the implementation of sick pay mandates in the spirit
of the already enacted state-level mandates and the
Healthy Families Act. These mandates are reasonable,
mild, and incentive compatible and can be run effi-
ciently without much government bureaucracy.

In 2013, the Family and Medical Insurance Leave
(FAMILY) Act was first introduced in Congress. It
was reintroduced by Sen. Kirsten Gillibrand (D-NY)
in 2019.102 The FAMILY Act foresees the implemen-
tation of a federal family and medical leave system
for all workers, including part-time workers and
those in small firms. This system would be run by the
Social Security Administration and funded through
employee and employer payroll taxes. Everyone who
is eligible for Social Security Disability Insurance
(SSDI) would be eligible to receive a wage replace-
ment benefit of two-thirds of the monthly wage for
up to 12 weeks—where the monthly benefit would be
capped from below and above at $580 and $4,000.
Eligibility criteria would be taking care of a newborn
child, recovering from one’s own serious illness, or
taking care of a sick family member including parents,
children, and spouses.

While the main parameters of such a system
appear to be reasonable in an international compar-
ison, few state-level FMLA systems have been fully
implemented yet. This implies an (almost complete)
lack of empirical evidence regarding the functioning
and possible unintended consequences of such a sys-
tem in the United States. We are thus more careful in
our (immediate) support for the implementation of
such a federal social insurance system.

Moreover, while the Healthy Families Act and
FAMILY Act have primarily secured support among
Democrats, one Republican initiative is the Strong
Families Act, introduced by Sens. Deb Fischer (R-NE)
and Angus King (I-ME) in 2017.193 The act foresees
a 25 percent tax credit for employers of any size for
family and medical leave benefits.’*4 Although we
view this tax credit suggestion as a step forward, it is
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neither a bold nor an innovative suggestion. It would
not ensure that workers who are currently without
coverage would be covered. How many additional
workers would be covered depends on the employer
elasticity in providing paid leave benefits with respect
to costs.

Essentially, the proposal provides a taxpayer-
funded subsidy for paid family and medical leave. The
economiics literature does not provide directly appli-
cable elasticity estimates, but, given the experiences
with subsidies for employer-provided health insur-
ance, the coverage effect of such a proposal is likely
small.1°5 Moreover, firms that already provide paid
family and medical leave could claim the tax credit
and generate windfalls gains. On the plus side, the
proposal is not too bureaucratic, has realistic chances
of securing enough votes in Congress, and foresees a
“study on the effectiveness of the tax credit for paid
family and medical leave.”106

Although all current reform proposals represent
a step forward, none alone would lead to an effi-
cient, well-coordinated, and integrated social insur-
ance system of paid sick and medical leave. On the
other hand, envisioning a holistic, well-integrated,
and coordinated paid leave reform that considers all
concerns and demands is certainly wishful thinking.
Realistically seen, none of the federal bills discussed
above will likely pass in the near future. The more
realistic outcome is a continuation of what we have
seen over the past decade—grassroots-driven incre-
mental changes, first through city laws, then state
laws, and then maybe federal laws. The upside of this
bottom-up, “organic,” and decentralized approach
is that local stakeholders typically have a much bet-
ter assessment of the problems and desires of local
populations and industries. The downside of this
approach, however, is the continuation of a frag-
mented paid leave landscape.

Nevertheless, we believe it is crucial to implement
paid leave reforms in such a bottom-up, consensus-
oriented, policy approach in which politicians,
employees, employers, unions, and industry repre-
sentatives work together in committees and jointly
implement incremental reforms that a majority can
agree on. Only if employers can be convinced that

moderate mandates or payroll taxes are no threat to
their businesses, but may actually foster employee
productivity and job satisfaction, will they take a pro-
active, less confrontational position. Social norms
and opinions change slowly over time. Past experi-
ences tell us that employers in states that passed sick
pay mandates have reported positive experiences and
gained confidence in measures that they may have
viewed skeptically at the beginning. At the same time,
it is crucial not to kill all efforts and modest achieve-
ments with a top-down overreach that could further
polarize Americans.

A Dbottom-up, decentralized reform approach
has the appeal that states and cities can experiment
with alternative approaches and models. It would be
helpful, though, if policymakers and all stakehold-
ers could agree on a systematic scientific evaluation
of their policies. Such evidence-based evaluations of
policy reforms are already standard in other coun-
tries.’°7 Currently, data availability—or rather a lack
thereof—especially at the firm and local level, is the
crucial bottleneck in producing more scientific evi-
dence and moving toward an evidence-based paid
leave system. For this purpose, it is crucial to collect
high-quality, linked employer-employee data, which
allow researchers to precisely study benefit take-up at
the individual level and how different systems inter-
act. Empirical research has made great progress in
the past decades. State-of-the-art statistical methods
allow researchers to measure possible positive and
unintended consequences of mandating paid leave.2o8

Whenever there is evidence that new policies
produce more negative effects than intended, they
should be abolished or altered. Whenever there is
evidence that policies work and enhance welfare,
policymakers should proudly promote them, and
neighboring regions should carefully consider adopt-
ing similar policies. However, without a systematic,
evidence-based evaluation, instead of evidence, ideol-
ogy prevails—on the political right and left.

The question of how to coordinate and best inte-
grate the different paid leave systems remains cru-
cial. While researchers can make recommendations
based on empirical evidence, best practices in other
countries, or theoretical considerations, it has to be
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seen how the implementation works in practice. We
believe the rule “don’t fix it unless it’s broken” applies
in this context.

First, WG, as the oldest of all US-based systems,
has a long tradition and is run by many experienced
leaders. Similarly, the SSDI system is a decades-old
institution, which is appreciated by the population
and policymakers alike. It will be hard—and polit-
ically fatal—to radically change the SSDI system
in the short run, although there is a clear need for
reforms.1°9 These two paid leave systems resemble
disability insurance systems and “accident insurance”
in other countries.

In our opinion, the United States should not fun-
damentally reform WC or SSDI, but try to build and
integrate new paid leave systems around them using
the described bottom-up approach (if no agreement
can be found for a major federal reform). Just focus-
ing on health-related paid leave, the major difference
between the United States and other OECD coun-
tries is the lack of universal access to sick and med-
ical leave.

As outlined, substantial improvements in access to
short-term sick leave have been made over the past
decade. It is important that states continue in their
efforts to implement and strengthen state-level sick
leave mandates. There will be a time when a broad
societal consensus will allow Congress to pass a fed-
eral law, such as the Healthy Families Act. It may hap-
pen sooner than some may think.

That leaves us with the missing piece in the puzzle:
paid medical and family leave. We believe that mixing
different types of leave such as short-term disability
insurance, parental leave, and eldercare does not help
make the case. The AEI-Brookings Working Group on
Paid Family Leave has made similar conclusions.!©
Moreover, systematically coordinating and integrat-
ing into the other (health-related) paid leave systems
are more difficult if several different types of leave
are lumped together. Finally, this also hinders a sys-
tematic evaluation of the causes and consequences of
new policies.

One can hypothesize that the lack of access to
short- and long-term medical leave results in a long-
term decline in the health and labor market prospects
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of affected individuals. It could be a driving force of
the costly increase in permanent work disability and
SSDI caseloads. Many experts would agree that a
well-functioning medical leave system could prevent
such a long-term decline in work capacity. However,
to implement an effective medical leave system, it
must be closely integrated with existing short-term
sick leave and disability insurance systems and explic-
itly focus on preventing permanent work disability.

Hence, medical and vocational rehabilitation ser-
vices must be an integral part of it. When employees
experience a health shock—for instance, cancer—
doctors, employers, and patients should closely work
together and communicate openly about the expected
leave of absence, possible workplace accommodation,
and part-time work options.! The ideal objective for
the employer would be to reduce uncertainty about
a possible return of a highly qualified and productive
worker. Ideally, employees become healthy, prevent
permanent work disability, keep their job, and even-
tually return to work fully recovered.

Some readers may find such an approach overly
optimistic and unrealistic to implement. However,
many European countries have managed to inte-
grate their short-term and long-term sick leave sys-
tems with their disability insurance systems; they
have caseworkers and doctors assigned to long-term
sick individuals.’2 A description of systems in other
countries can also be found in Burkhauser, Daly, and
Ziebarth3 and Duncan McVicar, Roger Wilkins, and
Nicolas Ziebarth,'4 as well as the references therein.

The Netherlands, Norway, Sweden, and Switzer-
land have a comprehensive support system with rel-
atively high replacement levels.'’s However, these
countries are also characterized by high use and
take-up. To rectify this, these countries implemented
various reforms over the past years. For example,
the Dutch reform experience demonstrated that
employer incentives can drastically reduce claims.!¢
In this spirit, David Autor and Mark Duggan'7 and
Richard Burkhauser and Mary Daly"'8 propose similar
reforms for the US disability insurance system. The
core of these proposals seeks to provide monetary
incentives to employers to accommodate those who
become work disabled.
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The United States need not invent from a whole
cloth an integrated sick and medical leave system.
Many countries around the world provide examples of
social insurance systems that work well in practice and
could help the United States support a healthier, hap-
pier, and more productive workforce in the long run.

Conclusion

This chapter describes existing paid leave systems
for health, such as WC short-term sick leave, medical
leave, and disability insurance in the United States.
After classifying them, we briefly sketch empirical evi-
dence with a focus on research in economics. Then,
we use consistently collected, high-quality govern-
ment data to analyze whether and how often employ-
ees had access to paid leave through their employer in
2019. Next, we investigate trends in access over the
past decade, particularly focusing on short-term sick
leave, which has been mandated by dozens of city leg-
islatures and 12 states.

Since the Great Recession, employer provision
of medical leave and long-term disability has been
stable, whereas access to short-term sick leave has
increased by 9 percentage points, from 64 percent
in 2015 to 73 percent in 2019. This increase gained
momentum when California, Massachusetts, and
Oregon enacted their sick leave mandates. Moreover,
this increase is observable throughout small and big
firms and across occupations and industries, but the
largest coverage gains happened in the construction
and food and accommodation industries and among
low-income earners.
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In the last sections of the chapter, we discuss the
current policy landscape and the pathways for creat-
ing a coordinated and integrated paid leave system,
covering short-, medium- and long-term work dis-
abilities. An ideal system would minimize inefficien-
cies and coverage gaps. It would require coordinated
and cost-effective actions among patients, employers,
and doctors. And it would lead to a happier, health-
ier, and more productive workforce in the long run.
Although such a system may be wishful thinking given
the current polarization in Washington, DC, we point
out some silver linings and the progress that has been
made in the past decade. Moreover, while the United
States lacks a comprehensive and coordinated leave
system for work disabilities, experiences from other
countries and certain US states can help build and
improve the existing support network.
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Appendix

Figure Al. Example of Legally Required Employee Right Notifications in Massachusetts

EARNED SICK TIME

Notice of Employee Rights

Beginning July 1, 2015, Massachusetts employees have the right to earn and take sick leave from work.

WHO QUALIFIES? WILL IT BE PAID?

If an employer has 11 or more employees,
sick time must be paid.

All employees in Massachusetts

can earn sick time.
For employers with 10 or fewer employees,

This includes full-time, part-time, sick time may be unpaid.

temporaryv and seasonal employees' Paid sick time must be paid on the same

schedule and at the same rate as regular wages.

HOW IS IT EARNED?

Employees earn 1 hour of sick time for every
30 hours they work.

Employees can earn and use up to 40 hours per year
if they work enough hours.

Employees with unused earned sick time at the end of
the year can rollover up to 40 hours.

Employees begin earning sick time on their first day
of work and may begin using earned sick time 90 days
after starting work.

WHEN CAN IT BE USED?

An employee can use sick time when the employee
or the employee's child, spouse, parent, or parent of
a spouse is sick, has a medical appointment, or has to
address the effects of domestic violence.

The smallest amount of sick time an employee can
take is one hour.

Sick time cannot be used as an excuse to be late for
work without advance notice of a proper use.

Use of sick time for other purposes is not allowed
and may result in an employee being disciplined.

CAN AN EMPLOYER HAVE A DIFFERENT POLICY?

Yes. Employers may have their own sick leave or paid time off policy, so long as employees can use at least the
same amount of time, for the same reasons, and with the same job-protections as under the Earned Sick Time Law.

RETALIATION

Employees using earned sick time cannnot be fired
or otherwise retaliated against for exercising or
attempting to exercise rights under the law.

Examples of retaliation include: denying use or
delaying payment of earned sick time, firing an
employee, taking away work hours, or giving the
employee undesirable assignments.

NOTICE & VERIFICATION

Employees must notify their employer
before they use sick time, except in a emergency.

Employers may require employees to use a
reasonable notification system the employer creates.

If an employee is out of work for 3 consecutive days
OR uses sick time within 2 weeks of leaving his or her
job, an employer may require documentation from a
medical provider.

DO YOU HAVE QUESTIONS?

Call the Fair Labor Division at 617-727-3465

Commonwealth of Massachusetts
Office of the Attorney General
English - July 2016

Visit www.mass.gov/ago/earnedsicktime

The Attorney General enforces the Earned Sick Time Law and regulations.
It is unlawful to violate any provision of the Earned Sick Time Law.
Violations of any provision of the Earned Sick time law, M.G.L. c. 149, §148C, or these regulations, 940 CMR 33.00
shall be subject to paragraphs (1), (2), (4), (6) and (7) of subsection (b) of M.G.L. ¢. 149, §27C(b) and to §150.

This notice is intended to inform.

Full text of the law and regulations are available at www.mass.gov/ago/earnedsicktime.

Source: Commonwealth of Massachusetts, “Massachusetts Workplace Poster Requirements,” https://www.mass.gov/service-details/

massachusetts-workplace-poster-requirements.
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Figure A2. Example of Employee Rights Notification as Legally Required by the Families First
Coronavirus Response Act

EMPLOYEE RIGHT

PAID SICK LEAVE AND EXPANDED FAMILY AND MEDICAL LEAV
UNDER THE FAMILIES FIRST CORONAVIRUS RESPONSE ACT

The Families First Coronavirus Response Act (FFCRA or Act) requires certain employers to provide their
employees with paid sick leave and expanded family and medical leave for specified reasons related to COVID-19.
These provisions will apply from April 1, 2020 through December 31, 2020.

> PAID LEAVE ENTITLEMENTS
Generally, employers covered under the Act must provide employees:
Up to two weeks (80 hours, or a part-time employee’s two-week equivalent) of paid sick leave based on the higher of
their regular rate of pay, or the applicable state or Federal minimum wage, paid at:
* 100% for qualifying reasons #1-3 below, up to $511 daily and $5,110 total;
* %3 for qualifying reasons #4 and 6 below, up to $200 daily and $2,000 total; and

* Up to 12 weeks of paid sick leave and expanded family and medical leave paid at % for qualifying reason #5
below for up to $200 daily and $12,000 total.

A part-time employee is eligible for leave for the number of hours that the employee is normally scheduled to work
over that period.

> ELIGIBLE EMPLOYEES

In general, employees of private sector employers with fewer than 500 employees, and certain public sector
employers, are eligible for up to two weeks of fully or partially paid sick leave for COVID-19 related reasons (see below).
Employees who have been employed for at least 30 days prior to their leave request may be eligible for up to an
additional 10 weeks of partially paid expanded family and medical leave for reason #5 below.

> QUALIFYING REASONS FOR LEAVE RELATED TO COVID-19

An employee is entitled to take leave related to COVID-19 if the employee is unable to work, including unable to
telework, because the employee:

1. is subject to a Federal, State, or local quarantine or 5. is caring for his or her child whose school or
isolation order related to COVID-19; place of care is closed (or child care provider is

2. has been advised by a health care provider to unavailable) due to COVID-19 related reasons; or

self-quarantine related to COVID-19; 6. is experiencing any other substantially-similar
condition specified by the U.S. Department of

3. is experiencing COVID-19 symptoms and is seeking )
Health and Human Services.

a medical diagnosis;

4. s caring for an individual subject to an order described
in (1) or self-quarantine as described in (2);

> ENFORCEMENT

The U.S. Department of Labor’s Wage and Hour Division (WHD) has the authority to investigate and enforce compliance
with the FFCRA. Employers may not discharge, discipline, or otherwise discriminate against any employee who
lawfully takes paid sick leave or expanded family and medical leave under the FFCRA, files a complaint, or institutes a
proceeding under or related to this Act. Employers in violation of the provisions of the FFCRA will be subject to penalties
and enforcement by WHD.

For additional information

or to file a complaint:
WAGE AND HOUR DIVISION 1-866-487-9243

oA M

by =ity L
UNITED STATES DEPARTMENT OF LABOR TTY: 1-877.889.5607 @TE‘E%
dol.gov/agencies/whd — =

WH1422 REV 03/20

Note: This poster includes the labor laws associated with the Families First Coronavirus Response Act.
Source: US Department of Labor, Wage and Hour Division, “Employee Rights,” https://www.dol.gov/sites/dolgov/files/WHD/post-
ers/FFCRA_Poster_WH1422_Non-Federal.pdf.
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Table Al. Overview of Employer Sick Pay Mandates in the US

Region

San Francisco, CA

‘ Law Effective

February 5, 2007

‘ Content

All employees including part-time and temporary; one hour of paid sick leave for
every 30 hours worked; up to five to nine days depending on firm size; for own
sickness or family member; 90-day accrual period

Washington, DC

November 13, 2008

February 22,2014
(retrospectively in
September 2014)

“Qualified employees”; one hour of paid sick leave for every 43 hours; 90-day
accrual period; up to three to nine days, depending on firm size; own sickness or
family; no health care or restaurant workers

Extension to 20,000 temporary workers and tipped employees

Connecticut

January 1, 2012

Full-time service-sector employees in firms with more than 49 employees
(20 percent of workforce); one hour for every 40 hours; up to five days; own
sickness or family member; 680-hour accrual period (four months)

Seattle, WA

September 1, 2012

All employees in firms with more than four full-time employees; one hour for
every 30 or 40 hours worked; up to five to 13 days depending on firm size; own
sickness or family member; 180-day accrual period

Portland, OR

January 1, 2014

Employees with more than 250 hours per year in firms with more than five
employees; one hour for every 30 hours; up to five to 13 days depending on firm
size; for own sickness or family member; 180-day accrual period

Jersey City, NJ

January 22, 2014

All employees in private firms with more than nine employees; one hour for up to
40 hours; own sickness or family; 90-day accrual period

New York, NY April 1,2014 Employees with more than 80 hours per year in firms with more than four em-
ployees or one domestic

Oakland, CA March 2, 2015 All employees in firms with more than nine employees; one hour for every
30 hours; 90-day accrual period; up to 40 to 72 hours depending on firm size;
own sickness or family member

Newark, NJ May 29, 2014 All employees in private companies; one hour for every 30 hours; 90-day accrual
period; up to 24 to 40 hours depending on size; own sickness or family

Philadelphia, PA | May 13,2015 All employees in firms with more than nine employees; one hour for every 40
hours; up to 40 hours; own sickness or family member; 90-day accrual period

California July 1,2015 All employees; one hour of paid sick leave for every 30 hours; minimum 24 hours;
own sickness or family member; 90-day accrual period

Massachusetts July 1,2015 All employees in firms with more than 10 employees; one hour for every 40 hours;
up to 40 hours; own sickness or family member; 90-day accrual period

Oregon January 1, 2016 All employees in firms with more than nine employees; one hour every 30 hours;
90-day accrual period; up to 40 hours; own sickness or family member

Montgomery October 1,2016 All employees except independent contractors, those without regular schedules,

County and agency workers; one hour every 30 hours; up to 56 hours every year in firms

with more than four employees, up to 32 paid and 24 unpaid in firms with fewer
than five employees; own sickness or family member; 90-day accrual

(continued on the next page)
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Table Al. Overview of Employer Sick Pay Mandates in the US (continued)

Region

Vermont

‘ Law Effective

January 1, 2017

‘ Content

Employees with 18 hours/week and more than 20 weeks/year in firms with more
than five employees; one hour every 52 hours; up to 24 hours

In 2017, 40 hours thereafter; own sickness or family member; underage employees
and firms in first year exempt; some state employees and per diem employees in
health care or long-term care facility exempt

Arizona

July 1, 2017

All employees; one hour for every 30 hours; up to 40 hours in firms with more
than 14 workers, up to 24 hours with fewer than 15 workers; own sickness or
family member; employers can impose 90-day accrual period for new employees

Cook County and
Chicago, IL

July 1, 2017

All employees with 80 hours in 120 days, some local government employees
exempt; one hour for every 40 hours; carry over half of unused up to 20 hours
(40 hours if FMLA covered); can use up to 40 hours/year; own sickness or family
member; 180 day accrual period for new employees

Minneapolis, MN

July 1,2017

All employees with 80 hours in firms with more than five employees (fewer than
six employees and first year of business: unpaid), independent contractors ex-
empt; one hour for every 30 hours up to 48 hours a year; own sickness or family
member; 90 day accrual for new employees

Saint Paul, MN July 1, 2017 (firms with | All employees with 80 hours (first six months of business: unpaid), independent
more than 23 employees) | contractors exempt; one hour for every 30 hours up to 48 hours a year; own
sickness or family member; 90-day accrual for new employees
January 1, 2018
(firms with fewer than
24 employees)

Washington State | January 1, 2018 All employees except those who are exempt from minimum wage law; one hour
for every 40 hours; no cap but no more than 40 hours carry over; own sickness
or family member; 90-day accrual for new employees

Tacoma, WA January 1, 2018 All employees with 80 hours; independent contractors, single-person firms, and
federal government workers exempt; one hour for every 40 hours; employers can
cap and carry over at 40 hours; own sickness or family member; 90-day accrual
period for new employees

Austin, TX October 1, 2018 All private-sector employees with 80 hours; independent contractors and unpaid

(firms with more than interns exempt; one hour for every 30 hours up to 64 hours a year for firms with
four employees) more than 15 employees (48 hours for firms with fewer than five employees);
own sickness or family member; 60-day accrual period for new employees
October 1, 2020
(firms with fewer than
five employees)
Maryland February 11,2018 Employees with 12 hours/week in firms with more than 14 employees (fewer

than 15 employees, 40 hours unpaid); one hour for every 30 hours; employers
can cap at 64 hours accrual and 40 hours carry over; own sickness or family
member and for parental leave; certain groups exempt (e.g., temporary agency
workers)

(continued on the next page)
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Table Al. Overview of Employer Sick Pay Mandates in the US (continued)

Region ‘ Law Effective ‘ Content

New Jersey October 28, 2018 All employees; one hour for every 30 hours up to 40 hours/year; per diem health
care workers exempt; own sickness or family member; 120-day accrual for new
employees; preempts city laws

Michigan March 28, 2019 Employees with 25 hours/week employed for 25 weeks in firms with more than
49 employees; one hour for every 35 hours; government workers and certain
railway and air carrier workers exempt; own sickness or family member; 90-day
accrual for new employees

Source: Authors.

Figure A3. Changes in Employee Access to Sick Pay
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Figure A4. Changes in Access to Short-Term Sick Leave vs. Health Insurance and Paid Vacation
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Employment Effects of
Mandated Medical Leave

SOME EVIDENCE FROM STATE-LAW VARIATION

Christine Jolls

andated medical leave from work has existed
M at both federal and state levels in the United
States for over 25 years under family and medical leave
laws.! These laws generally mandate that employers
provide a specified number of weeks of leave from
work annually to employees with serious health con-
ditions. Under most of these laws, employees’ jobs
must remain open during the period of mandated
medical leave, with no requirement that the leave be
paid, although a few state laws mandate the payment
of short-term disability benefits to employees whose
leave is occasioned by qualifying health conditions.?
A key feature of the mandated medical leave con-
text, however, is that employees are often covered by
employer-provided short-term disability benefits even
when such coverage is not legally mandated under
state law.3 Mandated medical leave thus may be de
facto paid even when what is legally required is only
unpaid leave.4
Economists have extensively studied the labor
market effects of family and medical leave laws’ fam-
ily leave provisions in the United States—provisions
mandating leave for employees engaged in caretak-
ing of newborn infants and other family members.5
How labor market outcomes are affected by medical
leave mandates in the United States—the focus of
this chapter—has, by contrast, received essentially
no attention.® In the years prior to the enactment of
the federal Family and Medical Leave Act (FMLA) of
1993, most states did not have state-level mandated
medical leave, but a few states did have such leave
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(Table 1). This chapter thus explores the effects of
mandated medical leave in the United States by ana-
lyzing employment outcomes before versus after the
enactment of the FMLA in states without versus with
pre-1993 state-level mandated medical leave.

At a theoretical level, the effects of mandated med-
ical leave on employment outcomes are ambiguous.
Negative effects may follow from such leave’s costs,
which include the costs employers face in finding
and training temporary replacements for on-leave
employees and the costs, for a self-insuring employer
or one with an experience-rated short-term disabil-
ity insurance policy, of the short-term disability ben-
efits to which an employee may be entitled during
medical leave.” At the same time, the availability of
a mandated benefit that employees value—such as
mandated medical leave, particularly if paid—may
shift labor supply outward and, as a result, produce
neutral or even positive employment effects.®

The empirical evidence described below suggests
limited differences in employment after mandated
medical leave under the FMLA went into effect in
states without versus with pre-FMLA state-level
mandated medical leave. After the FMLA’s enact-
ment, employment levels initially showed some rel-
ative decline in the former states for employees with
versus without health problems, but this chapter con-
cludes that ultimately the data offer limited evidence
of significant employment effects—whether negative
or positive—of mandated medical leave. The chap-
ter also presents data suggesting that such limited
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evidence does not reflect a lack of usage of mandated
medical leave.

Mandated Medical Leave: Brief
Background

Under the FMLA, an employee with a “serious health
condition” that makes the employee “unable to per-
form the functions of the position of such employee”
is entitled to 12 weeks of job-protected leave from
work annually.9 A “serious health condition” under
the FMLA is “an illness, injury, impairment, or phys-
ical or mental condition that involves (A) inpatient
care; or (B) continuing treatment by a health care
provider.” Pre-FMLA state-level mandated medical
leave generally involved similar provisions (Table 1,
Columns 3 and 4).1°

Decided case law under the FMLA and the state-
level provisions in Table 1 illustrate some of the
types of health conditions occasioning medical leave
under these laws. In Collins v. NTN-Bower Corp.,'* for
instance, Judge Frank Easterbrook considered the
FMLA claim of an employee suffering from depres-
sion; mental health also featured in the state-law
case Sieger v. Wisconsin Personnel Commission.'> In
the domain of physical impairments, Uema v. Nippon
Express Hawaii,'3 Mascioli v. Arby’s Restaurant Group
Inc.,'4 and Harrison v. Children’s National Medical Cen-
ter's involved employees seeking medical leave under
the FMLA or a state-level analogue for hepatitis C, a
seizure disorder, and a back disorder, respectively.’o
Litigated cases obviously do not provide an unbiased
sample of the sorts of health conditions for which
employees make use of mandated medical leave—
just as litigated cases are generally not a represen-
tative sample of the underlying set of disputes—but
the case law provides helpful general illustrations of
health conditions that may occasion medical leave
under the FMLA or a state-level counterpart.

A characteristic feature of mandated medical leave
is its application only to firms above a certain size
(Table 1). Such firms are also those with the high-
est prevalence of employer-provided short-term
disability benefits.”7 That the set of larger firms
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covered by the FMLA and the state-level provisions in
Table 1 overlaps with the set of firms most likely to
have employer-provided short-term disability ben-
efits increases the degree to which mandated medi-
cal leave is often de facto paid even when only unpaid
leave is legally required.’8

Theoretical Analysis of the Employment
Effects of Mandated Medical Leave

Some employment law mandates are directed to
employees as a whole. When, for instance, the
Employee Retirement Income Security Act of 1974
regulates health benefits or pensions, the regulation
is reasonably viewed as directed to employees as a
whole.’9 Other mandates, however, are dispropor-
tionately targeted to particular demographic sub-
groups.2° Mandated medical leave, like many modern
mandates, predictably targets some employees to a
greater degree than others.

With respect to a mandate directed to employees
as a whole, standard economic theory suggests that
the employment effects of the mandate turn solely on
the relationship between the value of the mandated
benefit to employees and the cost of the benefit to
employers—a relationship referred to below as the
mandate’s “efficiency. An efficient mandate that pro-
duces benefits worth $X > $1 for every dollar of cost
incurred by employers will have at least weakly pos-
itive employment effects because the full cost of the
mandated benefit will shift to employees’ wages, while
an inefficient mandate under which such cost shift-
ing will be impossible will have negative employment
effects.2! But the situation is different with mandates—
such as mandated medical leave—targeted to a partic-
ular subgroup of employees; in some circumstances
such mandates can reduce the employment of targeted
individuals even if the mandate is efficient, while in
other circumstances such mandates can increase the
employment of targeted individuals even if the man-
date is inefficient.22 The discussion first describes the
reasons mandated medical leave could have negative
employment effects and then describes the reasons
such leave could have positive employment effects.
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Table 1. Pre-FMLA State-Level Mandated Medical Leave

(1)
Medical

Leave

Entitlement

(2)

Effective

Date

of Law

(3)
Job
Protection
Language

(4)
Covered
Health
Conditions

when the leave commenced, or to
a position with equivalent seniority,
status, employment benefits, pay
and other terms and conditions of
employment.”

Connecticut 16 weeks July 1, “Upon the expiration of [a] leave of | Employee has a “disabling
biennially for 1990* absence, the . . . employee shall physical or mental illness, injury,
(An Act Concerning employees at be entitled to . . . return to the impairment or condition that
Family and Medical | firms with employee’s original job from which | involves (A) inpatient care . . .
Leave from Employ- | 75 or more the leave of absence was provided | or (B) outpatient care requiring
ment) employees™ or, if not available, to an equivalent | continuing treatment or supervi-
position with equivalent pay.” sion by a health care provider.”
District of Columbia | 16 weeks October 3, “Upon return from family or med- | Employee is “unable to perform
biennially for 1990 ical leave . . . the employee shall the functions of the employee’s
(Family and Medical | employees at be: (1) Restored by the employer position because of a serious
Leave Act of 1990) firms with to the position of employment held | health condition”; “serious
50 or more by the employee when the family | health condition” is a “physical
employees™* or medical leave commenced or mental illness, injury, or im-
or (2) Restored to a position of pairment that involves (A) Inpa-
employment equivalent to the tient care . . . ; or (B) Continuing
position held by the employee treatment or supervision at
when the family or medical home by a health care provider
leave commenced that includes or other competent individual.”
equivalent employment benefits,
pay, seniority, and other terms and
conditions of employment.”
Maine Eight weeks August 4, “Any employee who exercises the | Employee has an “accident, dis-
biennially for 1988 right to family medical leave under | ease or condition that: A. Poses
(An Act to Ensure employees at this subchapter, upon expiration of | imminent danger of death; B.
Family Medical Leave | firms with the leave, is entitled to be restored | Requires hospitalization . . .;
in the State) 25 or more by the employer to the position or C. Any mental or physical
employees held by the employee when the condition that requires constant
leave commenced or to a position | in-home care.”
with equivalent seniority status,
employee benefits, pay and other
terms and conditions of employ-
ment.”
Rhode Island 13 weeks July 12, “Every employee who exercises Employee has a “disabling
biennially for 1990 his or her right to . . . leave under | physical or mental illness, injury,
(An Act Relating to employees at this chapter shall, upon the expi- | impairment or condition that
Labor Relations— firms with 50 or ration of such leave, be entitled involves (A) inpatient care . . .
Family Medical more employ- to be restored by the employer to | or (B) outpatient care requiring
Leave) ees the position held by the employee | continuing treatment or supervi-

sion by a health care provider.”
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Table 1. Pre-FMLA State-Level Mandated Medical Leave (continued)

1) (2) (3) (4)
Medical Effective  [] ) Covered
Leave Date Protection Health
Entitlement of Law Language Conditions

Wisconsin Two weeks April 15, “When an employe returns from Employee is “unable to perform
(An Act Relating to annually for 1988 family leave or medical leave, his | his or her employment duties”
Providing Family employees at or her employer shall immediately | because of a “serious health
Leave and Medical firms with place the employe in an employ- | condition”; “serious health
Leave) 50 or more ment position as follows: 1. If condition” is “disabling physical

employees the employment position which or mental illness, injury, impair-

the employe held immediately ment or condition involving any

before the family leave or medical | of the following: 1. inpatient
leave began is vacant when the care ... 2. Outpatient care that
employe returns, in that position. | requires continuing treatment
2. If the employment position or supervision by a health care
which the employe held imme- provider.”

diately before the family leave or
medical leave began is not vacant
when the employe returns, in an
equivalent employment position
having equivalent compensation,
benefits working shift, hours or
employment and other terms and
conditions of employment.”

Note: The FMLA, with a leave entitlement of 12 weeks annually for employees at firms with 50 or more employees, had an effective date
of August 5, 1993. See above for the FMLA's job protection language and identification of covered health conditions. Columns 1, 3, and
4 are as of 1993, the year of the FMLA's enactment. *In Connecticut, the leave period immediately following the law's enactment was
12 weeks biennially. **For Connecticut employers with fewer than 250 but at least 100 employees, the effective date was July 1, 1991.
For Connecticut employers with fewer than 100 but at least 75 employees, the effective date was July 1, 1992. ***Beginning in 1994,
the District of Columbia law applied to employees at firms with 20 or more employees. ****The District of Columbia law provides that
the “rights and responsibilities established” by it would apply beginning 180 days from the law's effective date of October 3, 1990.
*****The Rhode Island law covers leave for the employee’s own health condition under its mandate of “family leave” to care for an il
“family member” because “family member” is defined by the law to include “the employee himself or herself.”

Source: Author.

Negative Employment Effects of Mandated above, employees on mandated medical leave will in

Medical Leave. As noted in the introduction, some cases be covered by employer-provided short-
mandated medical leave involves several poten- term disability benefits supplying at least par-
tial costs for employers. First, mandated medical tial wage replacement, with associated costs for
leave requires employers to find alternative ways both self-insuring employers and employers with
for on-leave employees’ job duties to be performed experience-rated short-term disability insurance pol-
during the period of absence; employers may need icies. Finally, mandated medical leave often imposes
to train replacement employees, who nonetheless various record-keeping and other administrative
may not perform as well as the individuals they are requirements on employers, requirements that at
replacing and who may impose higher wage costs on least some employers perceive to involve costs.?3

employers if a temporary agency or other third party Employers may respond to the costs of mandated
is involved in the transaction. Moreover, as discussed medical leave by seeking to reduce the employment
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of individuals who would otherwise stand to bene-
fit from such leave. To be sure, because many condi-
tions covered by mandated medical leave—such as
the conditions in the case law discussed above from
the FMLA and its state-law counterparts—will also
qualify as disabilities under disability discrimination
law, such reductions in employment opportunities
could violate prohibitions on such discrimination.24
However, disability discrimination law is likely to be
difficult to enforce, particularly at the hiring stage.
The problem with enforcement is in part the gen-
eral difficulty of enforcing any sort of prohibition
on hiring discrimination; an employer could choose
one candidate over another for many reasons.2s The
difficulties are magnified, however, with disabil-
ity discrimination law because the small number
of individuals who have any given health problem
makes it extremely difficult to use any sort of statis-
tical evidence to prove discrimination.26 Even a fail-
ure to retain (as opposed to hire) an individual with
a particular health problem who would otherwise
stand to benefit from mandated medical leave may
be difficult to challenge under disability discrimina-
tion law. Thus, the costs of mandated medical leave
may produce negative employment effects notwith-
standing nominal protection afforded by disability
discrimination law.27

Positive Employment Effects from Mandated
Medical Leave. Employment prospects of individu-
als who may stand to benefit from mandated medi-
cal leave may not suffer, however, if employers cannot
treat different employees differently in employment
decision-making because the employers do not know
who is who. At the time of hiring, employers may not
view employees of the sort in the mandated medical
leave case law discussed above as any more costly than
the average employee, as conditions such as depres-
sion and other serious mental conditions, hepatitis C,
and seizure and back disorders would not necessarily
be visually or otherwise observable to an employer at
the time of hiring (if they even existed at that time).
Some of these conditions would also not necessarily
be observable to the employer even once the employ-
ment relationship was underway.
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If enough conditions for which mandated med-
ical leave is ultimately taken are unobservable to
employers, then such leave could provide an exam-
ple of the sort of targeted mandate that can increase
rather than decrease targeted individuals’ employ-
ment levels. Note that such mandates—in contrast
to mandates directed to employees as a whole—may
increase targeted individuals’ employment regard-
less of the efficiency of the mandate. The reason for this
is that, with equality in the wages and employment
levels of the targeted and untargeted employees
(because of employers’ inability to distinguish the
two groups), the costs of the mandate will be spread
across all employees, while the benefits will be con-
centrated on the targeted employees. In terms of
labor supply and labor demand, the shift in the labor
supply curve for targeted employees will depend on
the value to them of the mandated benefit, while the
shift in the labor demand curve for targeted employ-
ees will depend on the cost of the mandated benefit
averaged over all employees.28

Data

This chapter utilizes information on employment
and health conditions from the March Current Pop-
ulation Survey (CPS) and studies the employment
effects of mandated medical leave for both individ-
uals reporting a work-limiting health condition and
individuals not reporting such a condition. Individ-
uals are further grouped by whether their state of
residence was without or with state-level mandated
medical leave in the years prior to the enactment of
the FMLA. As Table 1 shows, four of the five states
with pre-FMLA mandated medical leave had laws
similar both to one another and to the FMLA; in
the fifth state (Maine), pre-FMLA mandated med-
ical leave was limited to the most serious medical
conditions.29 In states other than those in Table 1,
mandated medical leave originated with the FMLA
in 1993. Comparing employment outcomes before
versus after the enactment of the FMLA in states
without versus with pre-FMLA state-level man-
dated medical leave for individuals of varying health
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statuses provides a measure of the effects of man-
dated medical leave.3°

In the years surrounding the FMLA’s enactment,
mandated medical leave was a common occurrence
both in absolute terms and in comparison to leave for
family-related reasons. Table 2, taken from a Com-
mission on Family and Medical Leave study of the
FMLA shortly after the law’s 1993 enactment, shows
the prominence of medical leave among the types of
leave covered by the FMLA. Nearly nine million med-
ical leaves—over three million extending beyond four
weeks in length (Column 4)—were taken by respon-
dents in the Commission on Family and Medical
Leave’s survey, in contrast to a little under two mil-
lion leaves taken by respondents to care for a newborn,
newly adopted child, or newly placed foster child. Sim-
ilarly, at the state level, 1991 data from Wisconsin—a
state with mandated family and medical leave prior
to the FMLA’s enactment—show that over a hun-
dred complaints involving medical leave (nearly half
of all complaints) were filed under the law following
its 1988 adoption.3! Although the core public image of
leave-taking under the FMLA and the state-level provi-
sions in Table 1in the period of the laws’ enactment was
family rather than medical leave,32 Table 2 and available
state-level information show the importance of medi-
cal leave. Table 3, drawn from the same Commission on
Family and Medical Leave study as Table 2, shows the
frequency of medical leave across age groups, with high
use for all groups and especially extensive use among
older employees (lower rows of Table 3).

Asjust noted, the overwhelming public focus in the
period of enactment of the FMLA and the state-level
provisions in Table 1 was on leave for family as
opposed to medical reasons—a focus that yields
important benefits for the empirical approach adopted
in this chapter. There is no suggestion that mandated
medical leave was enacted—at either the federal or
the state level—in response to any changes or trends
in the employment opportunities of individuals tar-
geted by such leave. This is helpful to the empirical
analysis below because if changes or trends in such
employment opportunities differed between the
group of five states reflected in Table 1 and the group
of states in which mandated medical leave originated
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with the FMLA, then examining post-FMLA shifts
in employment across the two groups of states
might pick up the effects of these other changes or
trends rather than the effects of imposing mandated
medical leave.

As discussed in previous sections, mandated
medical leave under the FMLA and the state-level
provisions in Table 1 may be de facto paid—par-
ticularly at larger firms—even when only unpaid
leave is legally required. At the time of the FMLA’s
enactment, nearly half of employees in medium and
large establishments of 100 employees and more,
versus only a quarter of those in smaller establish-
ments, were covered by employer-provided short-
term disability benefits.33

In the empirical analysis below, March CPS respon-
dents who reported a “health problem or disability
which prevents them from working or which limits
their kind or amount of work”34 are categorized as indi-
viduals reporting a work-limiting health condition; the
analysis examines employment effects for individuals
reporting versus not reporting a work-limiting health
condition. Because the measure from the March CPS is
self-reported, this measure could be partly influenced
by—rather than merely influencing, as sought to be
studied in this chapter—an individual’s employment
status, for individuals who cannot obtain employ-
ment may be more likely to report a health condition
that limits work, in part to justify their lack of suc-
cess in obtaining work.35 Such a pattern, however, is
unlikely to differ substantially across states without
versus with pre-FMLA state-level mandated medical
leave, and thus any such self-reporting issues are not
likely to bias the empirical findings reported below. Put
another way, it seems relatively unlikely that the degree
to which mandated medical leave under the FMLA was
a legal innovation in a given state would have a mean-
ingful effect on work-limiting health condition report-
ing—particularly given the observation made above
about the lack of focus on medical leave issues at the
time of enactment of the FMLA and the state-level pro-
visions in Table 1.

In the following analysis, attention is restricted
to individuals with the greatest level of labor force
attachment—those age 21 to 58, sometimes further
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Table 2. Types of Leave-Taking at FMLA-Covered Workplaces

() @) @)
(1) Number of Number of Number of
Number of Employees Taking Employees Taking Employees Taking
Employees Taking Leave of Listed Leave of Listed Leave of Listed
Leave of Listed Type with Short  Type with Medium Type with Long
Reason for Leave Type Duration Duration Duration
Leave for Own Health Condition . . .
(Other Than Maternity Disability) 8,886,950 3,057,111 2,488,346 3,341,493
Maternity-Disability Leave 563,153 58,568 73,210 431,375™
Leave to Care for Newborn, Newly
Adopted Child, or Newly Placed 1,972,861 467,568 475,460 1,029,833***
Foster Child
Leave to Care for Il Child 1,123,486 857,220 234,809 31,458
Leave to Care for Ill Spouse 542,298 355,205 101,952 85,683
Leave to Care for Ill Parent 1,271,182 715,676 419,490 ** 136,017

Note: Data reflect all leaves taken at FMLA-covered workplaces over the 18 months preceding the Commission on Family and Med-
ical Leave's survey. “Short” duration is one week or less. “Medium” duration is more than one week but not longer than four weeks.
“Llong” duration extends beyond four weeks. *These numbers represent 34.4 percent (short duration), 28.0 percent (medium
duration), and 37.6 percent (long duration) of employees taking leave for their own health condition. **These numbers represent
10.4 percent (short duration), 13.0 percent (medium duration), and 76.6 percent (long duration) of employees taking maternity-
disability leave. ***These numbers represent 23.7 percent (short duration), 24.1 percent (medium duration), and 52.2 percent (long
duration) of employees taking leave to care for a newborn, newly adopted child, or newly placed foster child. ****These numbers rep-
resent 76.3 percent (short duration), 20.9 percent (medium duration), and 2.8 percent (long duration) of employees taking leave to care
for an il child. *****These numbers represent 65.5 percent (short duration), 18.8 percent (medium duration), and 15.8 percent (long
duration) of employees taking leave to care for an ill spouse. ******These numbers represent 56.3 percent (short duration), 33.0 per-
cent (medium duration), and 10.7 percent (long duration) of employees taking leave to care for an ill parent.

Source: Author’s calculations; and Commission on Family and Medical Leave, A Workable Balance: Report to Congress on Family and
Medical Leave Policies, April 30, 1996, Tables 5.B and 5.D.

restricted to older individuals age 40 to 58, who
appear to take medical leave especially frequently
(Table 3).3¢ Table 4 reports some summary statistics
for the sample.

Empirical Results

This chapter emphasizes employment outcomes
before versus after the FMLA’s 1993 enactment in

states without versus with pre-FMLA state-level man-
dated medical leave; throughout, outcomes are mea-
sured over 1990 to 1999. Figure 1 shows that among
individuals not reporting a work-limiting health
condition, the number of weeks worked per year
was trending slightly upward immediately after the
FMLA’s enactment both in states without pre-FMLA
state-level mandated medical leave (dotted line) and
in states with such leave (solid line). By contrast,
Figure 2 shows that among individuals reporting
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Table 3. Medical Leave-Taking by Age

@) @)
(1) Number of Employees Number of (5)
Percentage of (2) in Listed Age Group Employees in Estimated
All Leave-Taking Number of Taking Leave for Any | Listed Age Group Percentage of
Employees Employees in Family or Medical Taking Leave for Employees in
in Listed Age Listed Age Group | Reason (Percentage of Any Family or Listed Age Group
Group Whose (Percentage of | All Employees in Listed | Medical Reason Taking Leave
Leave Was for All Employees Age Group Taking / Number of for Own Health
Own Health in Listed Age Leave for Any Family Employees in Condition (Column
Condition* Group**) or Medical Reason)** | Listed Age Group | 1 x Column 4)***
18-24 54.6% 16,827,720 2,350,597 0.140 0.076
(13.8%) (11.5%)
25-34 44.0% 27,802,320 6,050,232 0.218 0.096
(22.8%) (29.6%)
35-49 65.4% 50,605,100 8,339,509 0.165 0.108
(41.5%) (40.8%)
50-64 77.9% 22,802,780 3,127,316 0.137 0.107
(18.7%) (15.3%)
65+ 81.5% 3,902,080 592,759 0.152 0.124
(3.2%) (2.9%)

Note: *Data reflect all leaves taken at FMLA-covered workplaces over the 18 months preceding the Commission on Family and Medical
Leave's survey. **Data reflect all leaves taken at both FMLA-covered and non-FMLA-covered workplaces over the 18 months preceding
the Commission on Family and Medical Leave's 1995 survey; data on intensity of leave-taking by age are not available for FMLA-covered
workplaces (approximately two-thirds of the sample) separate from non-FMLA-covered workplaces. ***Data reflect the estimated per-
centage of employees taking leave for their own health condition on the assumption that intensity of leave-taking by age is similar across
FMLA-covered and non-FMLA-covered workplaces.

Source: Author's calculations; and Commission on Family and Medical Leave, A Workable Balance: Report to Congress on Family and

Medical Leave Policies, April 30, 1996, Figure 4.1 and Appendix E, Tables 5.A and 5.B.

a work-limiting health condition, the number of condition, less favorable to states without pre-FMLA

weeks worked per year in states without pre-FMLA state-level mandated medical leave in 1993, 1994,
state-level mandated medical leave was level (dot- and 1995 than over most of the rest of the 1990s
ted line), while the number of weeks worked per year (Figure 2). The analysis later examines employment
in states with pre-FMLA state-level mandated med- outcomes for individuals reporting versus not report-
ical leave showed a clear increase (solid line). Thus, ing a work-limiting health condition in the two state
the gap in weeks worked per year in states without groups before and after the FMLA within a regression
versus with pre-FMLA state-level mandated medi- framework.

cal leave—a gap that Figure 1 shows was fairly sim-

ilar throughout the 1990s among individuals not Regression Framework. The effects of the FMLA’s
reporting a work-limiting health condition—was, 1993 enactment in states without versus with
among individuals reporting a work-limiting health pre-FMLA state-level mandated medical leave may
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Figure 1. Employment of Individuals Not Reporting a Work-Limiting Health Problem, 1990-99
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Note: Years on the horizontal axis refer to calendar years for which the number of weeks worked is reported. States with pre-FMLA state-
level mandated medical leave are listed in Table 1.
Source: Author’s calculations from March Current Population Survey.

Figure 2. Employment of Individuals Reporting a Work-Limiting Health Problem, 1990-99
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Note: Years on the horizontal axis refer to calendar years for which the number of weeks worked is reported. States with pre-FMLA state-
level mandated medical leave are listed in Table 1.
Source: Author’s calculations from March Current Population Survey.
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be studied within a regression framework using
the standard differences-in-differences approach
reflected in Equation 1:

Yy = x; 7, + SHEALTHCOND;
+ a,HEALTHCOND;

+m (HEALTHCOND;INNOV})
+ B; (HEALTHCOND;INNOV)), 1)

where y is the number of weeks worked per year;
i indexes individuals, j indexes states, and t indexes
years; x includes a constant and a set of individual
characteristics with potentially time-varying effects
7;; HEALTHCOND is a dummy variable equal to one
for individuals reporting a work-limiting health con-
dition, with main effect § and potentially time-varying
effects a,; and INNOV is a dummy variable equal to
one for states in which mandated medical leave
under the FMLA was an innovation (states other
than those in Table 1). The key terms in Equation 1
are interactions of HEALTHCOND and INNOV, with
main effect 1 and potentially time-varying effects
B, Equation 2 adds main effect 6 and potentially
time-varying effects y, of INNOV; in this specifica-
tion the state and state-year interactions that may
be included in estimating Equation 1 can no longer
be estimated.

Yyt = x; 7, + SHEALTHCOND;
+ o, HEALTHCOND; + GINNOVj
+YINNOV;
+M (HEALTHCONDZ--INNOV]-)
+ B; (HEALTHCOND;INNOV)), 2)

In the results reported below, all the time-varying
effects in Equations 1 and 2 are measured over the
1990s (1990 < t < 1999), with the effects for 1989 nor-
malized to zero and with years referring to calendar
years for which the number of weeks worked per
year is reported.3” (Because x includes a constant, all
regressions include year effects.)

The central coefficients of interest in Equations 1
and 2 are the f3; coefficients, which, for t = 1993 (the
year of the FMLA’s enactment), measure time-varying
effects on individuals reporting versus not reporting
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a work-limiting health condition in states without
versus with pre-FMLA state-level mandated medical
leave. For t <1993, the f3; coefficients provide pretreat-
ment specification checks.

The individual characteristics in x include age, sex,
race, educational attainment, marital status, part-
time and part-year work status, union membership,
and the interaction of reporting a work-limiting health
condition and the unemployment rate in individual s
state. The inclusion of the interaction of reporting a
work-limiting health condition and the state unem-
ployment rate controls for the possibility that indi-
viduals reporting such conditions may face especially
poor employment prospects when the general unem-
ployment rate is high.

Basic Regression Results. Columns 1 and 2 of
Table 5 report the results of the basic specifications
in Equations 1 and 2. As noted above, the specifica-
tion in Equation 2 allows estimation of the effects
of INNOV but not state and state-year effects. These
and all regressions in Table 5 include controls for
employer size.

As suggested by Figures 1 and 2, Columns 1 and 2
of Table 5 show that the f, coefficient estimates on
HEALTHCOND x INNOV are negative at the time of
the FMLA’s enactment (although for 1994, unlike
1993 and 1995, neither estimate is significantly dif-
ferent from zero). In both columns, the coefficient
estimates on HEALTHCOND x INNOV in the final
pretreatment year, 1992, are also negative, although
smaller in magnitude and only marginally different
from zero. Column 3 of Table 5 reports the results
of repeating the regression reported in Column 1 on
the subsample of individuals age 40 to 58; for this
sample, the 1993 and 1995 results again show neg-
ative coefficient estimates on HEALTHCOND x
INNOV that are significantly different from zero,
and the results additionally show the absence of any
pretreatment trend in the coefficient estimates on
HEALTHCOND x INNOV in 1992.

As noted ealier, a few state laws mandate the pay-
ment of short-term disability benefits to employees
whose medical leave is occasioned by qualifying health
conditions. Such laws, which date back decades, exist
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in California, Hawaii, New Jersey, New York, and
Rhode Island.3® Observations from these five states
are omitted from the regressions reported in Col-
umns 4 and 5 of Table 5, which are otherwise identi-
cal to the regressions reported in Columns 1 and 3 of
Table 5. Omitting these observations does not alter
the results.

The FMLA’s enactment was close in time to the
1990 enactment date and 1992 effective date of the
Americans with Disabilities Act (ADA) of 1990; like
the FMLA, the ADA was an innovation relative to pre-
existing law in some states but not others.39 Observa-
tions from states in which the ADA was an innovation
are omitted from the regressions reported in Col-
umns 6 and 7 of Table 5, which are otherwise iden-
tical to the regressions reported in Columns 1 and 3
of Table 5. Observations from such states represent
approximately two-thirds of the sample. The coeffi-
cient estimates on HEALTHCOND x INNOV in 1993,
1994, and 1995 are similar to those in Columns 1 and 3,
although in Column 6 they are no longer significantly
different from zero.

Potential Outlier-State Effects. One question
raised by the analysis thus far is whether the effects
in Table 5 could be driven by the experience of a par-
ticular state in the group of states with pre-FMLA
state-level mandated medical leave—rather than the
experiences of the group as a whole—relative to the
experiences of states without pre-FMLA state-level
mandated medical leave. Thus, Columns 1-5 of
Table A1 report the results of repeating the regres-
sion in Column 1 of Table 5 for five different groups of
observations, each time omitting observations from
a state with pre-FMLA state-level mandated medi-
cal leave. As Table A1 shows, the 3, coefficient esti-
mates on HEALTHCOND x INNOV in 1993, 1994, and
1995 remain fairly similar to those in Column 1 of
Table 5. Column 6 of Table A1 reports the results of
the regression in Column 1 of Table 5 omitting obser-
vations from Vermont, in which mandated medical
leave was in effect for only a short period before the
FMLA’s enactment. As Column 6 of Table A1 shows,
omitting observations from Vermont has no effect on
the results.
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Employer Size. In the years surrounding the FMLA’s
enactment, mandated medical leave was more likely
to be de facto paid at larger employers than at smaller
ones, as discussed previously. In an attempt to focus
on the experiences of larger employers, Columns 1-3
of Table A2 repeat the regressions in Columns 1-3
of Table 5 omitting observations from small (under
25 employees) and medium-sized (25 to 99 employ-
ees) employers.4° Observations from the larg-
est employers make up approximately half the
original samples in Columns 1-3 of Table 5. The B,
coefficient estimates on HEALTHCOND x INNOV in
Columns 1-3 of Table A2 are similar to those in Col-
umns 1-3 of Table 5 for 1993 but in the reduced sam-
ple of Table A2 are not significantly different from
zero. The coefficient estimates on HEALTHCOND
x INNOV are much smaller in Columns 1 and 2 of
Table A2 than in Columns 1 and 2 of Table 5 for 1995.
The coefficient estimate on HEALTHCOND x INNOV
in Column 3 of Table A2 is similar to that in Column 3
of Table 5 for 1995 but in the reduced sample of Table
A2 is not significantly different from zero. Overall,
there is an absence of evidence of significant employ-
ment effects of the enactment of mandated medical
leave among individuals employed by employers with
100 or more employees.

Columns 4-6 of Table A2 explore the effects
of adding observations for which the March CPS
employer size variable is missing, often because the
individual was not employed; such observations are
omitted from Figures 1 and 2 and from the regressions
discussed until this point. The regressions reported
in Columns 4-6 of Table A2 repeat the regressions in
Columns 1-3 of Table 5 with the addition of observa-
tions for which employer size is missing; employer
size obviously can no longer be included as a control.
The new regressions provide limited evidence of neg-
ative employment effects of mandated medical leave.
It is possible that changes in the likelihood of being
employed at all—not reflected in the results reported
in Table 5—alter the estimated employment effects
of mandated medical leave; it is also possible that
the inability to control for employer size in Table A2
biases the results reported there.
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Table 5. Basic Regression Results

)] 2 () (4) () (6) )
Age 21-58 | Age 21-58 | Age 40-58 | Age 21-58 | Age 40-58 | Age 21-58 | Age 40-58

HEALTHCOND x 1.739 1.736 1.101 2.553** 1.588 0.810 2.695***
INNOV: Main Effect (1.145) (1.094) (1.166) (1.003) (1.278) (1.566) (0.959)
HEALTHCOND x —0.111 —-0.099 0.296 —1.691 0.019 1.432 —0.001
INNOV: 1990 (1.693) (1.657) (1.314) (1.387) (1.512) (2.147) (0.899)
HEALTHCOND x -1.227 —1.149 0.546 —2.366 —-0.160 0.779 -0.112
INNOV: 1991 (1.791) (1.727) (2.108) (1.681) (2.404) (2.276) (1.667)
HEALTHCOND x —2.285" —2.278" —0.571 -3.305** -1.207 -0.935 —2.390
INNOV: 1992 (1.319) (1.281) (1.334) (1.472) (1.457) (1.814) (1.575)
HEALTHCOND x —2.893** —2.923** —2.621** —4.049*** —3.465"** -1.912 —3.875**
INNOV: 1993 (1.220) (1.165) (1.253) (0.767) (1.210) (1.719) (1.480)
HEALTHCOND x —-1.505 —1.534 —-1.683 —2.543 —2.302 -0.711 —2.204
INNOV: 1994 (1.881) (1.845) (1.336) (2.434) (1.875) (2.363) (1.560)
HEALTHCOND x —2.779** -2.813* -3.685"** —-3.855** —4,334*** -2.614 —5.158***
INNOV: 1995 (1.227) (1.169) (0.958) (1.503) (1.000) (1.878) (1.064)
HEALTHCOND x 1.327 1.309 1.594 0.125 0.236 1.674 1.069
INNOV: 1996 (1.092) (1.023) (1.384) (0.959) (0.988) (1.498) (1.794)
HEALTHCOND x —2.253 —2.247 0.657 —2.454 1.012 —-0.395 -0.607
INNOV: 1997 (1.889) (1.859) (1.691) (2.352) (1.713) (2.445) (2.655)
HEALTHCOND x -1.513 -1.513 —-1.402 —2.762 —2.141 -0.456 -3.965**
INNOV: 1998 (1.814) (1.739) (1.403) (1.864) (1.465) (2.999) (1.569)
HEALTHCOND x -2.012 -1.994 —-1.386 —2.907* —2.250 -1.115 —2.869"
INNOV: 1999 (1.650) (1.659) (1.745) (1.760) (1.933) (1.768) (1.559)
INNOV: Main Effect -0.113

(0.144)
INNOV: 1990 —0.143

(0.190)
INNOV: 1991 -0.170

(0.250)
INNOV: 1992 0.104

(0.215)
INNOV: 1993 -0.070

(0.123)
INNOV: 1994 -0.127

(0.192)
INNOV: 1995 -0.120

(0.210)

(continued on the next page)
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Table 5. Basic Regression Results (continued)

1) 2) 3) 4 () (6) (7
Age 21-58 | Age 21-58 | Age 40-58 | Age 21-58 | Age 40-58 | Age 21-58 | Age 40-58

INNOV: 1996 -0.134

(0.223)
INNOV: 1997 0.053

(0.176)
INNOV: 1998 0.291

0.177)
INNOV: 1999 —-0.059

(0.160)
Includes Year Yes Yes Yes Yes Yes Yes Yes
Effects
Includes State Yes No Yes Yes Yes Yes Yes
and State-Year
Interaction Effects
N 692,057 692,057 300,428 544112 237,249 208,134 91,203

Note: All regressions include year-specific controls for age, sex, race, educational attainment, marital status, part-time and part-year work
status, union membership, the interaction of HEALTHCOND and the state unemployment rate, and employer size. Other controls are as
indicated in the table. Age samples are listed in column headings. Columns 1and 3-7 present linear regression results for the specifica-
tion in Equation 1 (coefficient estimates on HEALTHCOND are not reported); Column 2 presents linear regression results for the specifica-
tion in Equation 2 (coefficient estimates on HEALTHCOND are not reported). Robust standard errors clustered on state-health condition
interactions are in parentheses below coefficient estimates. The results in Columns 4-5 are for a sample that omits observations from
states with mandated payment of short-term disability benefits (California, Hawaii, New Jersey, New York, and Rhode Island). The results
in Columns 6-7 are for a sample that omits observations from states in which the Americans with Disabilities Act of 1990 was an innova-
tion. (See the appendix.) *Significant at the 0.10 level. **Significant at the 0.05 level. ***Significant at the 0.01 level.

Source: Author.

Conclusion

Well before the enactment of mandated medi-
cal leave—which may be de facto paid by virtue of
employer-provided short-term disability benefits—at
the federal level, Wisconsin pioneered such leave in
“landmark” state legislation in the late 1980s.4! Other
states followed suit, providing employees with an enti-
tlement to medical leave prior to the enactment of
mandated medical leave at the federal level in 1993.
Some state laws may have provided a “model” for fed-
eral approaches much as, today, state-level laws that
require one to two weeks of “sick pay” are matched by
pending federal proposals.4>

This analysis draws on pre-FMLA state-law varia-
tion to explore mandated medical leave’s effects on
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employment outcomes for individuals reporting ver-
sus not reporting a work-limiting health condition.
Among individuals reporting versus not reporting
such a condition, the empirical evidence described
above is most consistent with little difference in
such outcomes after mandated medical leave under
the FMLA went into effect in states without versus
with pre-FMLA state-level mandated medical leave.
As suggested by Figures 1 and 2, several specifica-
tions reported above indicated that immediately fol-
lowing the FMLA’s enactment, employment declined
in states without versus with pre-FMLA state-level
mandated medical leave for individuals reporting ver-
sus not reporting a work-limiting health condition;
however, in most specifications using the full sam-
ple of employees age 21 to 58, a negative employment
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effect for those reporting versus not reporting a
work-limiting health condition was also apparent in
1992, the year prior to the FMLA’s enactment. Greater
evidence of negative employment effects of mandated
medical leave came from the sample of older employ-
ees age 40 to 58.

Although the data overall offer limited evidence
of significant employment effects of mandated med-
ical leave, Table 2 and analogous state-level data pre-
sented above make clear that such limited evidence
of employment effects of mandated medical leave
around the time of the FMLA’s enactment does not
reflect a lack of usage of this important employee
benefit.
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Appendix

Table Al. Robustness of Employment Results to Omitting Observations from Individual States
with Pre-FMLA Mandated Medical Leave

(1) 4 ()
Omitting (2) (3) Omitting Omitting ()]
Observations Omitting Omitting Observations | Observations Omitting
from Observations | Observations | from Rhode from Observations
Connecticut: from DC: from Maine: Island: Wisconsin: | from Vermont:
Age 21-58 Age 21-58 Age 21-58 Age 21-58 Age 21-58 Age 21-58

HEALTHCOND x 1.471 0.971 1.397 27427 2.261 1.748
INNOV: Main Effect (1.279) (1.029) (1.392) 0.977) (1.574) (1.146)
HEALTHCOND x 0.853 0.741 -0.219 —-1.696 -0.439 —-0.091
INNOV: 1990 (1.632) (1.718) (2.246) (1.353) (2.410) (1.694)
HEALTHCOND x —0.265 -0.154 —-1.268 —2.644 -2.118 —1.241
INNOV: 1991 (1.731) (1.651) (2.363) (1.727) (2.393) (1.792)
HEALTHCOND x -2.015 —1.381 -1.815 —-3.260** -3.173* —2.283*
INNOV: 1992 (1.481) (1.144) (1.560) (1.295) (1.683) (1.321)
HEALTHCOND x —2.477* —2.249* -2.970* —4.122% —2.636 —2.903*
INNOV: 1993 (1.367) (1.247) (1.532) (0.723) (1.762) (1.223)
HEALTHCOND x -0.716 -0.028 —1.647 -2.395 -3.208 —1.521
INNOV: 1994 (1.918) (1.451) (2.446) (2.132) (2.185) (1.877)
HEALTHCOND x —2.954** —2.063* -1.950 —3.665"** —3.348** —2.784**
INNOV: 1995 (1.402) (1.215) (1.214) (1.198) (1.665) (1.227)
HEALTHCOND x 2.058** 1.610 1.104 0.334 1.430 1.314
INNOV: 1996 (1.011) (1.241) (1.365) (0.838) (1.561) (1.095)
HEALTHCOND x -1.070 -1.703 -1.984 —2.464 —4. 581 —2.280
INNOV: 1997 (1.681) (1.952) (2.511) (2.228) (1.320) (1.880)
HEALTHCOND x -1.618 —0.244 —0.405 —2.779 —2.565 —1.541
INNOV: 1998 (2.113) (1.742) (2.038) (1.708) (2.250) (1.809)
HEALTHCOND x —1.445 —0.759 -3.115* -3.041* -1.792 —2.066
INNOV: 1999 (1.754) (1.387) (1.820) (1.760) (2.339) (1.645)
Includes Year Yes Yes Yes Yes Yes Yes
Effects

(continued on the next page)
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Table Al. Robustness of Employment Results to Omitting Observations from Individual States
with Pre-FMLA Mandated Medical Leave (continued)

() 4) (5)
Omitting 2 3) Omitting Omitting (6)
Observations Omitting Omitting Observations | Observations Omitting

from Observations | Observations | from Rhode from Observations
Connecticut: from DC: from Maine: Island: Wisconsin: | from Vermont:
Age 21-58 Age 21-58 Age 21-58 Age 21-58 Age 21-58 Age 21-58

Includes State Yes Yes Yes Yes Yes Yes
and State-Year
Interaction Effects

N 685,319 685,844 685,029 685,758 681,920 685,693

Note: All regressions include year-specific controls forage, sex, race, educational attainment, marital status, part-time and part-year work
status, union membership, the interaction of HEALTHCOND and the state unemployment rate, and employer size. Other controls are as
indicated in the table. Age samples are listed in column headings. Each column presents linear regression results for the specification
in Equation 1 (coefficient estimates on HEALTHCOND are not reported) omitting observations from the indicated state. Robust stan-
dard errors clustered on state-health condition interactions are in parentheses below coefficient estimates. *Significant at the 0.10 level.
**Significant at the 0.05 level. ***Significant at the 0.01 level.

Source: Author.
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Table A2. The Role of Employer Size

1 @ (&) (4 (5) (6)
Age 21-58 Age 21-58 Age 40-58 Age 21-58 Age 21-58 Age 40-58

HEALTHCOND x 1.495 1.492 0.047 0.542 0.618 0.910*
INNOV: Main Effect (1.893) (1.886) (2.272) (1.064) (1.104) (0.360)
HEALTHCOND x -0.405 -0.388 1.155 0.020 -0.192 0.108
INNOV: 1990 (2.992) (3.012) (1.941) (1.073) (1.049) (0.846)
HEALTHCOND x 0.237 0.367 3.039 -0.842 -0.916 -0.793
INNOV: 1991 (2.821) (2.940) (3.194) (1.255) (1.216) (0.898)
HEALTHCOND x -1.791 -1.813 -1.707 -1.999* -2.198* —1.387***
INNOV: 1992 (2.472) (2.555) (2.269) (1.135) (1.280) (0.491)
HEALTHCOND x -3.243 -3.219 —-1.872 —-2.003 —2.271* —2.740***
INNOV: 1993 (2.254) (2.293) (1.967) (1.308) (1.287) (0.774)
HEALTHCOND x -0.706 -0.726 0.719 0.506 0.079 0.655
INNOV: 1994 (3.197) (3.205) (1.858) (1.399) (1.544) (0.804)
HEALTHCOND x -0.689 -0.722 -2.368 -0.344 -0.492 -0.539
INNOV: 1995 (1.841) (1.847) (1.766) (1.170) (1.230) (1.042)
HEALTHCOND x 2.240 2.193 2.699 1.698 1.491 1.075
INNOV: 1996 (2.341) (2.402) (2.332) (1.211) (1.242) (0.729)
HEALTHCOND x —2.305 —-2.330 0.767 -0.359 -0.499 0.549
INNOV: 1997 (2.349) (2.333) (1.733) (1.575) (1.647) (0.757)
HEALTHCOND x -0.681 -0.630 0.885 -0.258 -0.295 -0.582
INNOV: 1998 (2.913) (2.862) (3.047) (1.799) (1.952) (1.067)
HEALTHCOND x -1.920 -1.903 0.956 —2.756" —2.825* —2.763**
INNOV: 1999 (2.700) (2.819) (3.319) (1.453) (1.535) (1.012
INNOV: Main Effect 0.048 -0.437*

(0.106) (0.236)
INNOV: 1990 -0.201 -0.207

(0.192) 0.390
INNOV: 1991 -0.318 -0.289

(0.248) 0.354
INNOV: 1992 0.001 0.220

(0.265) 0.517
INNOV: 1993 -0.193* 0.071

(0.098) 0.437
INNOV: 1994 —-0.242* -0.134

(0.125) 0.489

(continued on the next page)
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Table A2. The Role of Employer Size (continued)

(1) 2 3) (4) (5) (6)
Age 21-58 Age 21-58 Age 40-58 Age 21-58 Age 21-58 Age 40-58
INNOV: 1995 -0.450** -0.118
(0.199) 0.305
INNOV : 1996 -0.407* -0.349
(0.203) 0.386
INNOV: 1997 -0.074 0.046
0.171) 0.417
INNOV: 1998 0.139 0.323
(0.213) 0.320
INNOV: 1999 -0.177 0.069
(0.114) 0.314
E?gé?:s Year Yes Yes Yes Yes Yes Yes
Includes State
and State-Year Yes No Yes Yes No Yes
Interaction Effects
N 398,680 398,680 174,912 818,986 818,986 361,290

Note: All regressions include year-specific controls for age, sex, race, educational attainment, marital status, part-time and part-year work
status, union membership, the interaction of HEALTHCOND and the state unemployment rate, and employer size. Other controls are as
indicated in the table. Age samples are listed in column headings. Each column presents linear regression results for the specification
in Equation 1 (coefficient estimates on HEALTHCOND are not reported) omitting observations from the indicated state. Robust stan-
dard errors clustered on state-health condition interactions are in parentheses below coefficient estimates. *Significant at the 0.10 level.
**Significant at the 0.05 level. ***Significant at the 0.01 level.

Source: Author.
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What Can We Learn from State
Temporary Disability Insurance

Programs?

Yonatan Ben-Shalom

ach year, millions of workers experience an injury
E or illness that challenges their ability to work.!
More than two million apply for Social Security Dis-
ability Insurance (SSDI) benefits. About a third of
those receive awards, and 24 months later they are
enrolled in Medicare.2 Once on the rolls, few SSDI
awardees ever exit for work,33 and many denied appli-
cants never return to work.4 This means that workers
who experience an injury or illness that puts them in
high risk of prolonged work disability are also at high
risk of a substantial reduction in standards of living for
them and their families—and possibly a further wors-
ening of their health due to the health consequences
of job loss.5
Although certain federal programs provide sup-
port to some workers after they exit the workforce,
there is little federal support to help these workers
remain in the workforce instead. One reason for the
lack of timely federal support to such workers is the
fragmentation of public-sector responsibilities.®
For example, the Social Security Administration
(SSA), which operates the federal SSDI program,
and the Centers for Medicare & Medicaid Services,
which operates Medicare (for which SSDI benefi-
ciaries qualify after a two-year waiting period), do
not have a statutory authority to invest in preven-
tion of work disability.” Programs funded by the US
Department of Labor (DOL) may incidentally pro-
vide support to workers struggling with medical
problems but generally do not focus specifically on
helping such workers retain their jobs or find new
employment.8
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Compared to the federal government, states have
additional tools they could, but typically do not, use
to support workers with new health problems.9 For
example, state health agencies could modify Medic-
aid benefit programs and regulate health insurers and
health care delivery organizations to better promote
evidence-based job-retention practices among medi-
cal providers. State departments operating vocational
rehabilitation programs funded by the US Depart-
ment of Education and DOL-funded employment
and training programs could better coordinate their
efforts across agency boundaries. States also have
workers’ compensation agencies that either operate
or regulate workers’ compensation programs, which
pay for both cash benefits and medical care to work-
ers with on-the-job medical conditions.

Although many states have tried to ensure delivery
of high-quality care to workers’ compensation claim-
ants, these efforts typically do not extend to workers
with off-the-job conditions. Finally, states run unem-
ployment insurance programs that provide benefits
to qualified workers who are unemployed. However,
under current regulations, such workers should be
able to work and are required to be looking for work to
qualify for benefits, thus excluding those who cannot
work due to a health condition, even if temporary.'©

Five states—California, Hawaii, New Jersey, New
York, and Rhode Island—are unique, having offered
or mandated some form of temporary disability insur-
ance (TDI) to eligible workers for decades. These
programs offer wage replacement, for a limited dura-
tion, to workers who cannot work due to off-the-job
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medical conditions. The programs differ in how they
are funded and administered and in their generos-
ity and duration of benefits. In general, they provide
claimants neither direct job protection nor proactive
programs to help them return to work. Still, the wage
replacement benefit provides an important income
support that gives time for workers to recover and
incentivizes them to return to work because it is sub-
stantially lower than the base-period wage is. Work-
ers with off-thejob medical conditions in states
without TDI may have access to employer-sponsored
or private short-term disability insurance, but only a
minority of workers are covered by such insurance,
and there is substantial variation in access and cover-
age across occupational groups.!!

Although the five state TDI programs have been
around for decades, to my knowledge no research
has been done on their effectiveness in improving
outcomes for workers and the implications for other
state and federal programs. Still, the little we do know
about TDI claimants and their outcomes, and lessons
learned from other social insurance programs, seems
important as we consider new options for medi-
cal leave policies. In the remainder of the chapter, I
(1) provide background information on the five state
TDI programs, (2) discuss what studies of other social
insurance programs suggest for how TDI affects labor
force participation, (3) summarize recent research
findings based on analyses of TDI data in Califor-
nia and Rhode Island, (4) consider future research
options to address important unanswered questions,
and (5) discuss policy implications.

TDI Programs in the US

Table 1 provides an overview of the TDI programs
in California, Hawaii, New Jersey, New York, and
Rhode Island. All TDI programs were established
several decades ago, starting with Rhode Island in
1942.12 In general, the state TDI programs cover all
private-sector employees, except for contractors;
some state employees in California and New Jersey
are also covered. States either administer their TDI
programs directly (California, New Jersey, and Rhode
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Island) or regulate insurance coverage that employ-
ers must provide to their employees (Hawaii and
New York). Depending on the state, TDI is financed
entirely through employee payroll deductions or
some combination of employer and employee contri-
butions. The typical maximum duration of benefits is
26 weeks, with California’s maximum of 52 weeks a
clear outlier.

There is considerable variation across the five
states in the wage replacement rates and the maxi-
mum possible weekly benefit, with the latter for 2019
as low as $170 in New York and as high as $1,252 in
California.’3 Only California and Rhode Island offer
a partial return-to-work option, which allows work-
ers to receive partial benefits if they initially return
to work only part-time. None of the TDI programs
provide direct job protection.'4 However, the federal
Family and Medical Leave Act (FMLA) of 1993 and
state laws in California and Rhode Island provide job
protection to certain workers with medical condi-
tions for up to 12 weeks.'s

Potential Effects of TDI on Labor Force
Participation

In theory, introducing TDI in a state (or nationwide)
could either reduce or increase long-run labor force
participation. TDI would reduce labor force participa-
tion in the long run if, on balance, it leads more work-
ers onto permanent disability programs such as SSDI
In contrast, TDI would increase labor force participa-
tion in the long run if, on balance, more workers who
otherwise would have gone on permanent disability
go on TDI and return to work. To my knowledge, no
one has empirically studied how state TDI programs
affect labor force participation—at least not specifi-
cally for the disability component of TDI. It is there-
fore useful to consider what we know from studying
other social insurance programs, including long-term
disability programs, sick leave benefits, and maternity
leave programs.

Many studies have documented the labor supply
disincentives of SSDI and other long-term disability
programs. These studies have typically focused on the
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Table 1. Features of State TDI Programs in the US, 2019

California Hawaii New Jersey New York Rhode Island

State Disability Temporary Temporary N , Temporary
Program Name Insurance Disability Insurance | Disability Insurance Disabilty Benefits Disability Insurance
Year Established | 1946 1969 1948 1949 1942

Coverage

All private-sector
employees, with
certain exceptions,
and a portion of
state employees

All private-sector
employees, with
certain exceptions

All employees,
except federal
government
employees, out-of-
state employees,
and contractors

All private-sector
employees, with
certain exceptions

All private-sector
employees, with
certain exceptions

Administration

State-admin-
istered, public
insurance, with
carve-out for
approved private
insurance plans

State-regulated,
private insurance
(authorized private
insurance plan or
approved self-
insurance plan)

State-administered,
public insurance,
with carve-out for
approved private
insurance plans

State-regulated,
private insurance
(authorized private
insurance plan or
approved self-
insurance plan)

State-administered,
public insurance

Responsible State
Agency

Labor and Work-
force Development
Agency

Department of
Labor and
Industrial Relations

Department of
Labor and Work-
force Development

Workers’ Compen-
sation Board

Department of
Labor and Training

Eligibility

At least $300 in
wages in base year

20 hours or more;
at least $400 in
wages in the 52

earning $172 or
more per week, or
combined earnings

employed or un-
employed for less
than four weeks

Employer pays cost Employer pays
Employee payroll | or equally shares | Employer and cost or shares cost Emolovee pavroll
deductions (1.00 | cost with employ- | worker contri- with employees P y pay
. . . . deductions (1.10
Financing percent on first ees (up to 0.50 butions (0.17 (0.50 percent of .
. ) percent on the first
$118,371in percent of weekly | percent on the first | weekly wages, up $71,000 in wages)
wages) wages or weekly | $34,400) to weekly $0.60 ’ g
$5.44 maximum) maximum)
Waiting Period 7 days 7 days 7 days 7 days 7 days
;\:I::lmum Dura- 52 weeks 26 weeks 26 weeks 26 weeks 30 weeks
Replacement Rate | 55 percent 58 percent 67 percent 50 percent 60 percent
Weekly Minimum | $50 $1 $1 $1 $98
Weekly Maximum | $1,252 $632 $650 $170 $867
At least $2,100
At least 14 weeks in wages in one
of employment at | At least 20 weeks of base-period
Currently

quarters, and total
base-period wages
of at least $4,200

Work Option

weeks preceding of $8,600 and at least 1.5
the claim times the highest
quarter earnings
Partial Return-to- Ves No No No Ves
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Table 1. Features of State TDI Programs in the US, 2019 (continued)

California

Hawaii

New Jersey

New York

Rhode Island

Job Protection

No; some workers
covered by Family
and Medical Leave
Act or California

No; some workers
covered by Family
and Medical Leave
Act

Family Rights Act

No; some workers
covered by Family
and Medical Leave
Act or Rhode Island
Parental and Family

No; some workers
covered by Family
and Medical Leave
Act

No; some workers
covered by Family
and Medical Leave
Act

Medical Leave Act

Source: Table based on information on state temporary disability insurance websites for 2019; US Department of Labor, “Stay at Work/
Return to Work Research & RETAIN Demonstration Projects,” 2018, https://www.dol.gov/odep/topics/Stay-at-Work-Return-to-Work.
htm; and A Better Balance, “Overview of Temporary Disability Insurance Laws in the United States,” September 21, 2016, https://www.
abetterbalance.org/wp-content/uploads/2016/11/TDIchart.pdf.

effects of receiving benefits or experiencing changes
in the generosity of benefits. For example, Eric
French and Jae Song found that receiving SSDI ben-
efits reduces labor force participation by 26 percent-
age points three years after a disability determination
decision,!¢ David Autor and Mark Duggan found that
expanding the medical eligibility criteria for the vet-
erans disability compensation program substantially
reduced labor force participation among Vietnam-era
veterans,!” and Jonathan Gruber found that a ben-
efit increase of 36 percent in Canada’s disability
insurance program led to a 11.5 percent increase in
nonemployment.'8

TDI is quite different from SSDI and other long-
term disability insurance programs in at least four
important aspects. First, SSDI eligibility criteria dis-
courage return to substantial work; beneficiaries lose
their entire cash benefit if their earnings exceed SSA’s
relatively low substantial gainful activity amount.!9
Although TDI benefits may discourage return to work
in the short run, their duration is limited, and in Cal-
ifornia and Rhode Island, the partial return-to-work
option allows workers to receive partial benefits if
they initially return to work only part-time.

Second, the eligibility criteria and claims determi-
nation process are much less stringent for TDI than
those for SSDI and other long-term disability insur-
ance programs. This means that TDI claimants, on
average, have much less severe conditions and typi-
cally stronger connections to the labor force. Third,
TDI benefits are temporary, and thus their long-term
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expected value is much lower than a potentially long
stream of annual benefits provided by a long-term
disability program (which, for SSDI, also offers med-
ical insurance coverage via Medicare, albeit after a
two-year waiting period).

Fourth, most TDI claimants can reasonably assume
they will be able to return to their pre-disability job
once they recover. Although none of the TDI programs
offer job protection, the FMLA and some state laws in
the same spirit—and to some degree the Americans
with Disability Act—offer job protection to many
workers for at least part of the maximum TDI dura-
tion. Thus, although many more workers would gen-
erally qualify for TDI benefits than for SSDI and other
long-term disability benefits, receiving TDI benefits
should have a much smaller effect on an individual’s
labor supply, compared to long-term disability insur-
ance programs. Furthermore, access to TDI benefits
while unable to work may improve employment out-
comes in the long run if time away from work assists
with recovery.

In this context, findings from studies that esti-
mated the impacts of new or modified sick leave and
maternity leave laws may provide more information
about TDI impacts than studies of long-term dis-
ability insurance such as SSDI may provide. Until
recently, analyses of paid sick leave have primar-
ily been conducted in countries other than the US.
Examples of such studies include those by Magnus
Henrekson and Mats Persson and by Per Johans-
son and Marten Palme, who examined changes in
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sick leave compensation in Sweden and found that
increases in the generosity of benefits led to sizable
increases in the aggregate number of sick days (and
vice versa).2° Others have found similar results in
Italy and Germany.?! More recently, however, Ste-
fan Pichler and Nicolas Ziebarth studied the effect of
introducing sick pay mandates in four states and nine
cities in the US and found little evidence that these
mandates affected employment or wages.>2

Another set of papers has examined how maternity
leave laws affect labor supply in the US and primar-
ily in California. For example, Maya Rossin-Slater and
colleagues examined California’s first-in-the-nation
paid family leave program, implemented in 2004.
They found that the California program increased
overall use of maternity leave from an average of
three weeks to six weeks. Furthermore, the pro-
gram increased both usual weekly work hours and
wage incomes for mothers of young children (age 1
to 3).23 Other examples include Tanya Byker, who ana-
lyzed maternal leave policies in California and New
Jersey and found similar results, and Michael Baker
and Kevin Milligan’s study in Canada.>4 In contrast,
a recent paper by Martha Bailey and colleagues found
that, among new mothers, taking up paid family leave
in California led to reduced employment and lower
annual wages six to 10 years after giving birth.2s

What Do We Know from Analysis of TDI
Data in California and Rhode Island?

Although five states have had TDI programs for
decades, I am not aware of any research that has
focused on how they affect labor supply and other
outcomes for workers who experience injury or ill-
ness.26 Thus, two recent studies of TDI data in Rhode
Island and California provide a preliminary look into
the characteristics of non-maternity TDI benefit
claimants, the duration of their benefits, and the rela-
tionship between the two.27 These two studies were
descriptive and did not examine the causal effect of
TDI on outcomes for workers.

In their analyses, among other things, Annette
Bourbonniere

and David Mann examined
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participation in Rhode Island’s Partial Return to Work
Program, whereas Frank Neuhauser and colleagues
compared California TDI claimants who exhaust their
52 weeks of benefits to new SSDI awardees nation-
wide. The latter comparison is important because a
worker who has not worked for at least 12 months due
toa disability is at high risk of SSDI entry.28 Neuhauser
and colleagues also provided summary statistics on
California TDI claimants who received benefits for up
to three months, which may be informative given that
recently enacted paid family and medical leave laws
provide up to 12 weeks of paid leave for covered work-
ers with serious health conditions.29

TDI Claimant Characteristics. Table 2 shows
the characteristics of non-maternity TDI claimants
in California and Rhode Island as reported by Neu-
hauser and colleagues and Bourbonniere and Mann,
respectively.3° The numbers for California and Rhode
Island are not directly comparable because the for-
mer study restricted the analysis to age 16 to 64, while
the latter study included both these ages and those
age 65 and older. However, less than 3 percent of TDI
claimants in Rhode Island were older than age 64.

For the age 16-64 population, the annual average
number of non-maternity TDI claims is almost three
times larger as a proportion of the population in
Rhode Island than in California. The age 16-64 popu-
lation of California is approximately 35 times as large
as the population in Rhode Island (24.3 million ver-
sus 687,000, respectively). In comparison, the aver-
age number of TDI claimants age 16-64 in California
(365,918) is just 12 times the number in Rhode Island
(30,430).

Two reasons likely contribute to this difference.
First, California has a carve-out for approved alter-
native disability insurance plans employers offer,
meaning some workers in California will use their
employer’s insurance plan rather than TDI when they
experience injury or illness. Second, the age profile
in Rhode Island is somewhat older than that of Cali-
fornia. In 2010, the median age in California was 34.9,
compared to 38.9 in Rhode Island,3! meaning workers
in California are, on average, less likely to experience
an off-the-job injury or illness that would lead them to
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Table 2. Characteristics of Non-Maternity TDI Claimants in California and Rhode Island

California ‘ Rhode Island
Claim Years 2007-13 2011-14
Total Number (Thousands) 2,561.4 125.6
Annual Average 365,918 31,404
Annual Average, Age 16—-64 365,918 30,430
Percentage of State’s Age 16-64 Population™ 1.5 4.4
Average Duration (Days) 117 72
Received Benefits for 30 or More Weeks (Percentage) 221 2.8
Received Benefits for 52 Weeks (Percentage) 12.5 —
Female (Percentage) 55.1 63.5
Age (Percentage)**
16-24 5.9 35
25-34 18.1 21.8
35-44 24.4 18.1
45-54 309 26.1
55-64 20.7 27.4
65+ — 2.8
Invalid Age — 0.3
Primary Diagnosis (Percentage)***
Central and Peripheral Nervous System 2.7 3.0
Heart and Circulatory 2.2 4.7
Musculoskeletal and Connective Tissue (Not Back) 15.3 16.1
Intervertebral Disc Disorders 5.0 8.1
Other Back Disease 5.0 1.1
Depression and Affective Disorders 55 8.0
Other Mental Disorders 7.8 7.7
Other llinesses™** 36.7 321
Sprains and Strains (Back) 4.1 53
Sprains and Strains (Not Back) 4.6 4.1
Other Injuries 111 9.7

Note: *The average size of the age 16-64 civilian noninstitutionalized population was approximately 24,349,286 and 686,750 in Cal-
ifornia and Rhode Island, respectively. **Frank Neuhauser, Yonatan Ben-Shalom, and David Stapleton restricted their data to claimants
age 16-64; Annette Bourbonniere and David Mann used age 16 and older, with no upper limit. ***Numbers for Rhode Island are
adjusted relative to Bourbonniere and Mann so that they represent only non-maternity cases. ****“Other llinesses” includes cancer and
various malignancies, which Bourbonniere and Mann reported separately.

Source: Author’s calculations based on population estimates from the US Bureau of Labor Statistics; Frank Neuhauser, Yonatan Ben-
Shalom, and David Stapleton, “Early Identification of Potential SSDI Entrants in California: The Predictive Value of State Disability Insur-
ance and Workers’ Compensation Claims,” Journal of Occupational Rehabilitation 28, no. 4 (2018): Table 2; and Annette M. Bourbon-
niere and David R. Mann, “Benefit Duration and Return to Work Outcomes in Short Term Disability Insurance Programs: Evidence from
Rhode Island’s Temporary Disability Insurance Program,” Journal of Occupational Rehabilitation 28, no. 4 (2018): Tables 2 and 3.
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claim TDI. Still, TDI take-up could be higher in Rhode
Island than in California, independently of the fac-
tors mentioned, but data beyond the universe of TDI
claimants are needed to address that question.

With TDI claimant characteristics, two differ-
ences between California and Rhode Island stand out.
First, the average claim duration is much higher in
California than in Rhode Island (117 versus 72 days,
respectively); this is expected given the much lon-
ger maximum duration of benefits in California. Sec-
ond, the share of female claimants is higher in Rhode
Island than in California (63.5 versus 55.1). The dis-
tribution of primary diagnoses is remarkably similar
between the two states, with about 15 percent in the
non-back musculoskeletal and connective tissue ill-
nesses category, another 10 percent or so with inter-
vertebral disc disorders and other back diseases, 13 to
16 percent with mental disorders, and about 9 percent
with back and non-back sprains and strains.

A notable limitation of these data is the lack of
richer socioeconomic and demographic informa-
tion about TDI claimants. For example, it would be
interesting to know their highest level of educational
attainment and access to employer-provided bene-
fits to better understand what these statistics might
imply for other states considering new TDI-like bene-
fits. However, the data for both California and Rhode
Island TDI claimants are based on a limited set of data
elements collected for administrative purposes.

TDI Benefit Exhaustion in California Versus
Rhode Island. Despite the longer period of recov-
ery theoretically available to workers in California,
many more workers in California receive benefits for
the full 52 weeks (12.5 percent) than do workers who
exhaust their 30 weeks of benefits in Rhode Island
(2.8 percent). Several features that differ between the
two programs may explain this difference but have yet
to be examined in-depth.

First, although the replacement rate is lower in
California than in Rhode Island (55 versus 60 percent,
respectively), the maximum possible benefit is more
than 40 percent higher in California, which creates a
stronger incentive to stay on the rolls in California.
Second, although both states allow workers to receive
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partial benefits if they initially return to work only
part-time, Rhode Island’s Partial Return to Work Pro-
gram is better advertised to workers and, according
to Bourbonniere and Mann, was used by two-thirds
of TDI claimants in 2011-14.32 (Neuhauser and col-
leagues did not examine participation in California’s
partial return-to-work option.)33

Third, as Bourbonniere and Mann describe in
detail, the Rhode Island TDI program enforces strict
limits on the maximum number of weeks allowed for
specific diagnoses, and “claims that approach the lim-
its of the expected disability duration may be reviewed
by the medical unit and referred for an impartial
examination.”34 In contrast, although California also
has duration control measures in place, requesting
an extension of benefits beyond the initial estimated
recovery date is relatively easy to complete.35

Characteristics of TDI Benefit Exhausters. In
theory, researchers could match state TDI records
directly to SSA administrative data to identify TDI
claimants who transition to SSDI. Analysis of these
matched data could reveal how often TDI claimants
go on SSDI, their characteristics, and their share in the
total number of state residents who go on SSDI. For
example, in California, where TDI benefit exhaust-
ers typically receive benefits for 12 months, many
will presumably qualify for SSDI benefits when they
apply. While attempting to address these important
questions for California, Neuhauser and colleagues
hoped to match between California’s TDI records and
SSA administrative data, but ultimately they could
not secure the required state and federal approvals to
do s0.36 Instead of a direct match, the authors com-
pared the characteristics of TDI benefit exhausters
in California to those of workers entering SSDI from
all states to examine the similarities and differences
between the two groups.

As shown in Table 3, the 12.5 percent of TDI claim-
ants in California who exhaust their benefits were
evenly split between males and females, and more than
60 percent of them were age 45 to 64. They were most
often diagnosed with non-back musculoskeletal and
connective tissue illnesses (16.2 percent), interverte-
bral disc disorders (11.1 percent), and mental disorders
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Table 3. Characteristics of California’s Non-Maternity TDI Benefit Exhausters and SSDI Awardees

Nationwide
‘ California TDI Benefit ‘ SSDI Awardees
Exhausters Nationwide
Years of Data 2007-13 2010
Number of Claims or Awards 45,894 (Annual Average) 1,026,988
Female (Percentage) 49.6 45.9
Age (Percentage)
16-34 15.3 12.1
35-44 224 15.5
45-54 34.0 331
55-64* 28.3 39.2
Primary Diagnosis (Percentage)
Central and Peripheral Nervous System 4.4 7.5
Heart and Circulatory 3.4 10.5
Musculoskeletal and Connective Tissue (Not Back) 16.2 32.5
Intervertebral Disc Disorders 111 —
Other Back Disease 7.9 —
Depression and Affective Disorders 8.1 1.2
Other Mental Disorders 8.0 10.2
Other llinesses 23.2 24.3
Injuries™ 17.8 3.8

Note: *The SSDI data include about 6,000 awardees (less than 1 percent) age 65 or older. **For California, injuries include sprains and

strains (back and non-back) and all other injuries.

Source: Frank Neuhauser, Yonatan Ben-Shalom, and David Stapleton, “Early Identification of Potential SSDI Entrants in California: The
Predictive Value of State Disability Insurance and Workers' Compensation Claims,” Journal of Occupational Rehabilitation 28, no. 4

(2018): Table 2.

(8.1 percent with depression and affective disorders
and another 8.0 percent with other mental disorders).

The diagnostic characteristics of California’s ben-
efit exhausters were quite similar to those of SSDI
awardees nationwide in 2010, which was in the mid-
dle of the analysis period: 35.2 percent of Califor-
nia’s TDI benefit exhausters had musculoskeletal
illnesses of some kind, compared to 32.5 percent of
SSDI awardees with musculoskeletal disease as their
primary impairment, and 16.1 percent of California’s
TDI benefit exhausters had a mental disorder of some
kind, compared to 21.4 percent of SSDI awardees with
a psychiatric primary impairment.
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In contrast, injuries were much more prevalent
among TDI benefit exhausters than SSDI awardees:
Only 3.8 percent of SSDI awardees had an injury as
their primary impairment, compared to 17.8 percent
among TDI exhausters. SSDI awardees are also nota-
bly older than TDI benefit exhausters are: 39.2 per-
cent of SSDI awardees are age 55 to 64, compared
to 28.3 percent of TDI benefit exhausters. This dif-
ference might partially be because a TDI claimant
would need to be out of work for at least a year before
he or she could qualify for SSDI. It could also be that
some younger TDI benefit exhausters never receive
SSDI awards and that some older SSDI awardees
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were not long-term TDI claimants immediately
before SSDI application.37

Overall, the similarity in characteristics between
California’s benefit exhausters and SSDI awardees
suggests considerable overlap between the two
groups. Furthermore, the annual number of TDI
claims lasting at least 12 months—approximately
46,000—amounts to 60 percent of the 77,000 SSDI
disabled worker awards for California residents in
2010.38 In addition to TDI benefit exhausters, other
potential sources for considerable numbers of SSDI
awardees from California include recipients of
non-TDI disability insurance benefits (for example,
private-sector employees of firms offering approved
alternative insurance plans) and long-term workers’
compensation claimants.39 However, some workers
with TDI claims of 12 months may not enter SSDI
because they do not apply or because SSA determines
they are not eligible for medical or work history rea-
sons. Finally, some workers who enter SSDI may have
never entered TDI, or their TDI claim ended before
12 months.

In Rhode Island, Bourbonniere and Mann found,
using a regression model, that the probability of
exhausting benefits increased with household
income and when certain types of qualified health
providers treated the injury or illness.4° According to
their model, workers with household income greater
than four times the federal poverty level were, on
average, 2.6 percentage points more likely to exhaust
benefits than were those in poor households. Work-
ers who saw neurologists were, on average, 2.7 per-
centage points more likely to exhaust their benefits
relative to the surgery reference group. Those who
saw psychiatry and human behavior specialists were
1.8 percentage points more likely to exhaust bene-
fits relative to the surgery reference group. When
accounting for the specialty of the treating physi-
cian, diagnosis categories had relatively weak associ-
ations with benefit exhaustion, except for cancer and
various malignancies, which were associated with a
1.5 percentage point increase in benefit exhaus-
tion relative to the comparison group (sprains and
strains other than back).

o1

Characteristics of TDI Claimants Receiving
up to Three Months of Benefits. Information on
TDI claimants with benefit durations of up to three
months can help us understand the potential com-
position of workers who would benefit from newly
enacted paid family and medical leave laws that pro-
vide up to 12 weeks of paid leave for covered workers
with serious health conditions. Specifically, Connecti-
cut, Massachusetts, Oregon, and Washington have
recently enacted such laws providing up to 12 weeks
(or up to 20 weeks in Massachusetts) of paid leave
for covered workers with serious health conditions.4!
Neuhauser and colleagues provide summary statistics
for California TDI claimants who receive benefits for
up to three months (not shown).42

For 2007-13, this group of claimants makes up
64 percent of all non-maternity claimants in Califor-
nia’s TDI program. In comparison to claimants with
longer benefit durations, those who receive ben-
efits for up to three months are less likely to suffer
from musculoskeletal or mental conditions, and, on
average, they are more likely to be female and under
age 45. These statistics suggest that a substantial
minority of workers, especially those with musculo-
skeletal or mental conditions, may need some form
of supports beyond the 12 weeks specified in recently
enacted paid leave laws. Alternatively, states may
want to consider options for helping more workers
return to work within 12 weeks of their initial absence.

Future Research Options

Despite five states having TDI programs for decades,
we know little about their effects on outcomes for
workers or their implications for SSDI, other social
insurance and welfare programs, and private dis-
ability insurance. As mentioned earlier, introducing
TDI in a state (or nationwide) could either reduce or
increase long-run labor force participation depend-
ing on whether, on balance, TDI leads more or fewer
workers onto permanent disability programs such as
SSDI—currently the primary safety net for workers
with long-term disabilities.
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Studies of other social insurance programs, includ-
ing long-term disability programs, sick leave benefits,
and maternity leave programs, suggest that introduc-
ing TDI where it previously did not exist would likely
lead to some short-term reduction in labor force par-
ticipation due to workers claiming benefits that were
not previously available to them. However, we do not
know what the magnitude of that short-term reduc-
tion would be, what might be the long-term implica-
tions for worker outcomes, or how different program
features might affect outcomes.

In what follows, I briefly consider the feasibility of
several research options that could begin to address
some unanswered important questions about TDI.
The list below is far from comprehensive. For exam-
ple, it does not address how introducing TDI might
affect the market for private short-term disability
plans or what types of employers choose to ofter pri-
vate short-term disability insurance to their employ-
ees even when a publicly administered TDI program
is available in their state. Still, it offers some ideas
for researchers and policymakers interested in a bet-
ter understanding of how TDI may affect important
outcomes, what program features might make a dif-
ference, and what might lead to variation across and
within states in program take-up and outcomes.

What Are Short- and Long-Term Effects of TDI
on Labor Force Participation and SSDI Entry?
To retrospectively study the effects of the introduc-
tion of TDI programs on labor force participation
and SSDI entry, one would need state-level labor
force data preceding the introduction of these pro-
grams. To my knowledge, such data are not publicly
available, except perhaps Current Population Survey
(CPS) data from 1962 onward, which could be useful
to study the introduction of TDI in Hawaii in 1969.
SSA administrative data on SSDI could also be useful
for analysis of Hawaii’s TDI program; all other TDI
programs preceded the introduction of SSDI in 1956.
SSA’s Continuous Work History Sample (CWHS),
parts of which begin as early as 1937, might offer the
most promising data to examine the effects of TDI
in states other than Hawaii. The CWHS includes
quarterly wage and salary information for workers
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covered by the Social Security Act, but access to
these data are highly restricted.43

How Do TDI Features Affect Benefit Duration
and Other Outcomes? Presumably, the effects of
TDI features—such as the wage replacement rate,
weekly maximum benefit, or a partial return-to-work
option—could be estimated for states that instituted
actual changes to TDI features over the years. We
would first need to know what changed and when—
information that does not appear to be readily avail-
able but presumably could be identified by talking
to program staff or carefully reviewing relevant leg-
islation and documentation. If we can identify such
changes, we could use TDI claims to estimate their
impact on claimants using modeling techniques such
as interrupted time series.44 We could also use other
data sources (e.g., state wage records, CPS data, or
SSA administrative data) to examine impacts on labor
force participation and SSDI entry, potentially using a
difference-in-differences design.4s

Could Other Features Help Improve Return-to-
Work Outcomes for TDI Claimants? Currently,
the TDI states do little, if anything, to proactively
help claimants return to work. This is different from
workers’ compensation and private disability insur-
ance programs, many of which have implemented
various early intervention programs aimed at help-
ing workers return to work quickly following injury
or illness.

A prominent example in workers’ compensation is
Washington state’s Centers of Occupational Health
& Education (COHE) program. COHE has demon-
strated that providing a tightly defined set of timely,
evidence-based, relatively simple services to work-
ers’ compensation claimants can dramatically reduce
long-term work disability.46 It is a primary model
for DOL’s Retaining Employment and Talent After
Injury/Illness (RETAIN) demonstration. Of the five
TDI states, only California has received a RETAIN
pilot grant. Experimenting with COHE-like models in
other TDI states could help build the evidence base
for what might improve return-to-work outcomes for
workers with nonoccupational conditions.
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Which TDI Claimants Apply for and Are
Awarded SSDI? In theory, one could analyze TDI
data matched to SSDI administrative records to
observe actual transitions from TDI to SSDI; a major
challenge to doing this is the insurmountable privacy
and security requirements from states and SSA. A
more feasible though less satisfying analysis would be
to analyze SSA administrative data—potentially the
public-use version of the Disability Analysis File—to
better understand how TDI exhausters compare to
SSDI awardees;#7 in theory, this could be done for all
five TDI states. While this would not provide direct
information on transitions from TDI to SSDI, it would
help better understand the similarities and differ-
ences between TDI exhausters and SSDI awardees in
specific states.

Why Do TDI Take-Up Rates Vary Across States
(and Geographic Regions in States)? As men-
tioned earlier, the TDI take-up rate appears to be
much higher in Rhode Island than in California. Data
beyond the universe of TDI claimants is needed to
understand the reasons for this. For example, state
administrative data provide information on all work-
ers, including those who claim TDI can provide a more
comprehensive picture on who claims TDI and why.
For a large state such as California, the state admin-
istrative data could also shed light on within-state
geographic variation in take-up rates, claimant char-
acteristics, and benefit duration.

Who Would Claim TDI If Introduced in Other
States? In theory, the California and Rhode Island
data could help develop a predictive model that could
then be used to project the potential size and com-
position of TDI claimants in current non-TDI states.
As noted earlier, the TDI claims data are limited in
the socioeconomic and demographic information for
claimants. Merging the TDI claims data with other
data from unemployment insurance wage records
and other sources of information could help build a
stronger predictive model for these purposes. The
Rhode Island DataHUB, a statewide longitudinal data
system established in 2009, integrates and links data
from various agencies and organizations in Rhode

93

Island and could help develop such a model. Doing
something similar using California data would be a
larger challenge given the difficulties Neuhauser and
colleagues encountered in trying to access TDI claims
data for their analyses.4®

Discussion

Four TDI programs began in the 1940s and the fifth in
1969, but no other states have introduced TDI since
then. I am not aware of any published research on the
reasons for this. One possibility is that the introduc-
tion of SSDI in 1956 reduced interest in TDI for states
where it did not already exist, thinking that SSDI
would provide an adequate safety net for the same
target population and there would be little political
support for new payroll taxes on workers, employ-
ers, or both. The enactment of the Pregnancy Dis-
crimination Act in 1978 implied that TDI programs
should cover maternity leave as well, which may have
deterred new states from considering TDI.

Interest in paid leave for workers with medical
conditions has renewed over the past decade. Start-
ing with Connecticut in 2011, several states have ini-
tiated paid sick leave.4% While paid sick leave covers a
broader range of conditions than TDI does and fully
replaces wages, it typically covers just the first week
of absence.5° More recently, Connecticut, Massachu-
setts, Oregon, and Washington have enacted paid fam-
ily and medical leave laws that provide up to 12 weeks
(and up to 20 weeks in Massachusetts) of paid leave
for covered workers with serious health conditions.5!

Paid medical leave of up to 12 weeks could have
different labor market effects than the long-standing
TDI programs, which offer up to 26 weeks or more
of leave. Intuitively, the shorter maximum durations
the new legislation offers should result in fewer days
away from work, on average. Indeed, as shown in
Table 2, the average duration of TDI benefits in Rhode
Island (72 days) is about 60 percent of that in Califor-
nia (117 days). And the percentage receiving at least
30 weeks of benefits is much lower in Rhode Island
than in California (2.8 percent versus 22.1 percent,
respectively). However, the shorter duration would
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also mean less time to recover, which might be needed
for certain serious health conditions.5? Differences in
factors beyond the maximum duration, such as the
wage replacement rate and maximum benefit caps,
could also lead to differences in outcomes between
the older TDI programs and the new 12-week medical
leave programs. Unfortunately, as mentioned earlier,
we know little on how these factors affect outcomes
for TDI claimants.

From a societal perspective, we ultimately want
the benefits of existing and new TDI programs to
outweigh their costs, broadly defined. Even if a TDI
program is cost neutral, in the sense that its tax
revenues are sufficient to cover benefits paid and
administrative costs, the nature of its effects on
labor force participation and other outcomes can tip
the balance for societal net benefits—the combined
net benefits for workers, employers, and taxpayers.
TDI programs could provide a net benefit to soci-
ety, especially if they help more workers stay in the
labor force in the long run, thereby increasing tax
revenues and reducing governmental expenditures
such as SSDI benefits.
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However, if TDI ultimately induces more exits
from the labor force and serves as a path onto SSDI,
the net benefit to society would likely be negative. It
is hard to imagine a situation in which the benefits of
receiving TDI for 12 or even 52 weeks outweigh the
costs of receiving SSDI (and subsequently Medicare)
for many years following an early exit from the work-
force. Hence, understanding the long-term effects
of TDI on labor force participation and related out-
comes is crucial to our ability to assess the value of
TDI to US society.
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Integrating Employer-Sponsored
Disability Plans with the Social
Security Disability Insurance

Program

Andrew G. Biggs

Disability coverage, whether short or long term,
protects an individual and his or her household
against the loss of wages due to an inability to work.
The United States has provided long-term disability
benefits since 1956 through the Social Security Disabil-
ity Insurance (SSDI) program, though the program has
changed substantially since then. Roughly one-third of
private employers provide short-term coverage. Addi-
tionally, many employers provide long-term disability
coverage, though generally as an integrated secondary
payer to Social Security.

Employer-sponsored short-term disability cov-
erage has expanded modestly over the past several
decades. However, during that time, the SSDI pro-
gram has experienced expanded beneficiary rolls and
declining financial health.! This led to a congressional
reallocation of tax revenues in 2016 from Social Secu-
rity’s retirement program to forestall the insolvency
of the SSDI trust fund. More broadly, some analysts
are concerned that the loosening of SSDI eligibility
rules coupled with stagnating wages for less-skilled
employees have prompted disability applications
from certain individuals who otherwise could remain
in the workforce.

But employer-sponsored disability insurance may
also affect the Social Security disability beneficiary
rolls, albeit in ways that are not yet well understood.
Short-term disability insurance provided by employ-
ers, especially if coupled with return-to-work pro-
grams, may indirectly benefit Social Security’s finances
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by reducing the number of employees who file for
SSDI benefits. On the other hand, long-term employer
disability policies are generally integrated with SSDI,
meaning the employer policy’s payouts are reduced by
the amount of SSDI benefits the employee receives.
This creates incentives for employers to facilitate
SSDI application and approval by employees, which in
turn may increase SSDI’s costs.

In addition, several proposals have been made to
address the increasing Social Security disability bene-
fit rolls that rely on expanding private short-term dis-
ability coverage and more closely integrating private
disability coverage with the long-term benefits pro-
vided by Social Security.

Employer-Sponsored Disability Coverage

Disability insurance is designed to replace wages lost
when an employee cannot work due to illness, injury,
or other related causes. Disability insurance policies
are generally divided between short-term plans that
ordinarily cover up to about six months of disability
and long-term plans that provide for permanent dis-
ability and often coordinate with the SSDI program.
The main data source used throughout this chap-
ter for employer-sponsored disability plans is the
Bureau of Labor Statistics (BLS) National Compensa-
tion Survey (NCS), an establishment survey that gath-
ers data on the availability, provisions, and employer
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costs of a range of employee benefits.2 Notably, the
NCS covers only the private sector and state and local
government. Federal employment is not included, so
discussion of federal employees is limited.

One might expect that access to employer-provided
disability plans would be greater in state and local
government than in the private sector, given that ben-
efits are generally a larger share of compensation in
the public sector than among private employers. This
is true for long-term disability insurance, in which
38 percent of state and local government employees
are offered long-term plans versus only 32 percent
of private-sector employees (Table 1). In part, how-
ever, this reflects that some state and local govern-
ment employees are not covered by SSDI and thus
receive benefits via a different government-provided
plan. Only 26 percent of state and local government
employees are offered short-term disability protec-
tions versus 42 percent in private-sector jobs. It is
not clear whether this distinction reflects differences
in disability protection or whether other benefits in
state and local government, such as paid leave, might
make up the difference.

Federal employees do not have a specific short-
term disability benefit. They instead rely on a com-
bination of sick leave, accrued paid leave, workers’
compensation benefits, and a voluntary leave trans-
fer program, in which other federal employees donate
unused leave to a common pool, until such time as
they may apply for long-term disability benefits paid
by the Federal Employees Retirement System. Pro-
viding long-term disability via retirement plans is
also common in state and local government. In some
cases in which public employees are not covered by
Social Security, long-term benefits provided by the
retirement plan constitute effectively the full disabil-
ity benefit an employee receives.

Coverage by employer-sponsored disability insur-
ance plans has increased in the private sector. In
1999, 36 percent of all employees participated in a
short-term disability plan, and 25 percent participated
in a long-term plan. By 2019, 41 percent of private-
sector workers were covered by a short-term plan,
and 32 percent had long-term coverage. By limiting
the sample to medium and large establishments, we
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Table 1. Access to Employer-Sponsored
Disability Plans

‘ Short Term ‘ Long Term

Private Sector 41 Percent 32 Percent
State and Local 26 Percent 38 Percent
Government

Source: US Bureau of Labor Statistics, “National Compensation
Survey,” https://www.bls.gov/ncs/.

can produce estimates going back to 1988. BLS defines
medium-sized establishments as having between
100 and 499 employees, while large establishments
have 500 or more employees. Note that BLS defines
an establishment as “the physical location of a cer-
tain economic activity—for example, a factory, mine,
store, or office,” meaning that an establishment may
be a subunit of a larger firm.3

In 1988, 46 percent of employees working at
medium and large establishments participated in a
short-term disability policy, while 42 percent partic-
ipated in long-term policy. By 2019, participation in
short-term disability policies had risen to 53 percent
of employees at medium and large establishments, but
long-term disability policy participation had risen to
only 43 percent. As discussed below, this likely is due to
SSDI’s role in providing long-term disability benefits.

Short-term disability coverage is substantially
higher in union jobs, with 66 percent of union employ-
ees having access to short-term insurance versus only
40 percent of nonunion employees. Coverage by a
long-term disability plan is much more similar, with
40 percent of union employees having long-term cov-
erage versus 37 percent of nonunion workers.

Access similarly differs by full- or part-time work
status. In 2019, 51 percent of full-time workers were
offered short-term disability protection, and 44 per-
cent had access to long-term disability programs.
For part-time workers, access was 17 percent for
short-term disability insurance and 4 percent for
long-term disability.

Tables 2 and 3 show the availability of short- and
long-term disability insurance coverage by industry
and occupation. As these tables show, the availability
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Table 2. Access to Short- and Long-Term Disability Coverage, Private-Sector Workers by Industry,

2019
Industry ‘ Short Term ‘ Long Term
All Workers 42 Percent 34 Percent
Construction 29 Percent 16 Percent
Manufacturing 65 Percent 48 Percent
Trade, Transportation, and Utilities 43 Percent 24 Percent
Wholesale Trade 55 Percent 45 Percent
Retail Trade 35 Percent 12 Percent
Transportation and Warehousing 53 Percent 33 Percent
Utilities 49 Percent 88 Percent
Information 77 Percent 70 Percent
Finance and Insurance 77 Percent 78 Percent
Financial Activities 66 Percent 66 Percent
Credit Intermediation 77 Percent 84 Percent
Insurance Carriers 75 Percent 71 Percent
Real Estate and Rental and Leasing 35 Percent 34 Percent
Professional, Scientific, and Technical Services 57 Percent 57 Percent
Professional and Business Services 41 Percent 40 Percent
Administrative and Support and Waste Management and Remediation Services 19 Percent 14 Percent
Education and Health Services 39 Percent 42 Percent
Educational Services 42 Percent 55 Percent
Junior Colleges, Colleges, Universities, and Professional Schools 54 Percent 80 Percent
Health Care and Social Assistance 38 Percent 40 Percent
Leisure and Hospitality 20 Percent 5 Percent
Accommodation and Food Services 19 Percent 3 Percent
Other Services (Except Public Administration) 27 Percent 18 Percent
Good Producing 53 Percent 38 Percent
Service Producing 40 Percent 33 Percent

Source: US Bureau of Labor Statistics, “National Compensation Survey,” https://www.bls.gov/ncs/ .

of coverage varies widely. By industry, the availability
of short-term disability coverage varies from a high of
77 percent in financial industries including informa-
tion, finance and insurance, and credit intermedia-
tion to alow of 19 percent in not only accommodation
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and food services but also administrative and sup-
port and waste management and remediation ser-
vices. Gaps are even wider for long-term coverage, in
which 8o percent of establishments in higher educa-
tion offer long-term coverage while only 3 percent of
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Table 3. Access to Short- and Long-Term Disability Coverage, Private-Sector Workers by

Occupation, 2019

Occupation ‘ Short Term ‘ Long Term
All Workers 42 Percent 34 Percent
Management, Business, and Financial Occupations 66 Percent 64 Percent
Management, Professional, and Related Occupations 58 Percent 59 Percent
Professional and Related Occupations 53 Percent 57 Percent
Service Occupations 24 Percent 12 Percent
Protective Service Occupations 25 Percent 10 Percent
Sales and Related Occupations 34 Percent 19 Percent
Sales and Office Occupations 41 Percent 32 Percent
Office and Administrative Support Occupations 46 Percent 40 Percent
Construction, Extraction, Farming, Fishing, and Forestry Occupations 29 Percent 17 Percent
Natural Resources, Construction, and Maintenance Occupations 35 Percent 24 Percent
Installation, Maintenance, and Repair Occupations 41 Percent 32 Percent
Production Occupations 52 Percent 34 Percent
Production, Transportation, and Material Moving Occupations 48 Percent 30 Percent
Transportation and Material Moving Occupations 44 Percent 26 Percent

Source: US Bureau of Labor Statistics, “National Compensation Survey,” https://www.bls.gov/ncs/.

establishments in accommodation and food services
offer long-term coverage. That said, as will be dis-
cussed in following sections, SSDI plays an important
role in providing long-term disability coverage, par-
ticularly for lower-wage employees.

Differences in access to short- and long-term dis-
ability coverage are somewhat less stark when viewed
by occupation (Table 3). Access to short-term dis-
ability coverage ranges from a high of 66 percent in
management, business, and financial occupations to a
low of 24 percent in service occupations. Differences
are again greater when looking at long-term disability
coverage. Access is as low as 10 percent for protec-
tive service occupations and as high as 64 percent for
management, business, and financial occupations.

Employee contributions to short-term disabil-
ity plans are relatively uncommon, with only 15 per-
cent of employees required to contribute to such
plans. However, contribution requirements are more
common among the bottom quartile of earners
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(29 percent) than among the top quartile (11 per-
cent). Part-time workers are much more likely to be
required to contribute than are full-time employees
(42 versus 12 percent, respectively). There is little
difference between union (11 percent) and nonunion
(16 percent) employees.

In the NCS, 74 percent of short-term disability
plans offer a benefit calculated as a fixed percentage
of annual earnings, while 19 percent of plans use a
variable percentage of earnings. The remainder offer
either a flat dollar amount (5 percent) or a varying
dollar amount (2 percent). Fixed percentage of earn-
ings formulas are more common among lower-wage
workers, in which 83 percent of plans pay benefits on
that basis for the bottom quartile of earners versus
61 percent for the top quartile. Among higher earn-
ers, variable percentage of earnings replacements are
more common.

Nearly all short-term disability plans (94 per-
cent) provide benefits of a fixed duration. Short-term
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Table 4. Distribution of Replacement Rates, Short-Term Disability Plans in the Private Sector

Less Than Greater Than

50 Percent 50 Percent 51 to 59 Percent 60 Percent 61 to 69 Percent 69 Percent

1 Percent 23 Percent 2 Percent 43 Percent 17 Percent 13 Percent

Note: Replacement rates represent disability benefits as a percentage of the employee's prior salary.
Source: US Bureau of Labor Statistics, “National Compensation Survey,” https://www.bls.gov/ncs/ .

disability plans generally provide a benefit equal to Only 10 percent of plans offer replacement rates
around 60 percent of annual earnings, with a mean above 60 percent, while 28 percent of plans offer
replacement rate of 61.7 percent and a median of replacement rates lower than 60 percent. The mean
60.0 percent (Table 4). Around one-quarter of short- and median replacement rates are 57.6 percent and
term plans provide a replacement rate of 50 percent, 60.0 percent, respectively. Replacement rates do not
while 30 percent of plans provide a replacement of differ substantially by earnings level, full-time, or
61 percent or more of annual earnings. There is rel- union status.
atively little difference in mean replacement rates by Ninety-two percent of employees participat-
earnings levels, with the bottom quartile receiving an ing in long-term plans are subject to a maximum
average replacement rate of 59.2 percent and the top monthly benefit. The median maximum benefit is
quartile receiving a mean of 64.6 percent. Replace- $10,000. In the bottom earnings quartile, the typi-
ment rates also cluster around 60 percent for full- and cal cap is set at $7,500, though this is unlikely to be
part-time and union and nonunion employees. a binding constraint for such employees. Full-time
About three-quarters (76 percent) of short-term employees typically have higher maximum bene-
plans have a maximum benefit. The median plan with fits than do part-time employees ($10,000 versus
a maximum offers up to $637 per week (or $33,124 $7,000), though it is not clear if this difference lies
annually). Ten percent of plans pay a maximum in specific provisions of such plans addressing part-
of $170 per week or less, while another 10 percent time employment or whether part-time employees
pay maximum weekly benefits in excess of $2,500. tend to work for employers with lower caps for
Higher-earning employees generally are more likely to all employees.

be subject to a maximum benefit provision, but they

also are offered a higher median maximum ($1,000)

than are lower-earning workers (a median of $60o for ~ Interactions Between Long-Term

the bottom two quartiles). Disability Insurance and Social Security
Few (5 percent) long-term disability plans require ~ Disability Benefits

an employee contribution. Contributions are some-

what higher among the bottom quartile of employees In addition to employer-sponsored disability plans,
(7 percent) than the highest (4 percent), but differ- nearly all US employees are covered by the SSDI pro-
ences are small by earnings and full- or part-time sta- gram, which is funded by a payroll tax of 1.8 percent
tus or union versus nonunion employees. split between employers and employees and levied on

Most long-term disability plans (95 percent) pay wages up to a maximum taxable wage of $137,700 for
benefits as a flat percentage of employee earnings, 2020. The principle exceptions are the approximately
with 3 percent paying a variable replacement rate and 28 percent of state and local government employ-
2 percent providing a flat dollar benefit. ees who are not covered by Social Security and who

Most long-term disability programs (62 percent) instead rely on a retirement plan sponsored by their
offer a benefit equal to 60 percent of annual earnings. employer.4 Noncoverage of certain state and local
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Table 5. Stylized Replacement Rates for Long-Term Disability Benefits by Hourly Earnings

Percentile
75th

Hourly Earnings $10.28 $13.18 $19.87 $31.55 $47.78
Annualized Earnings $21,382 $27,414 $41,330 $65,624 $99,382
Estimated SSDI $13,072 $15,002 $19,455 $27,083 $32,146
SSDI Replacement Rate 61 Percent 55 Percent 47 Percent 41 Percent 32 Percent
EzggifgePnrt'V;t‘F’,nB;”E::n(;tgg) Percent | §12,829 $16,449 $24,798 $39,374 $59,629
Residual Private Benefit $0 $1,447 $5,343 $12,292 $27,483

Note: Assumes annual earnings are hourly earnings (2,080 hours per year) and that private long-term disability benefits replace 60 per-

cent of annual earnings.
Source: Author’s calculations.

government employees helps explain the higher inci-
dence of employer-sponsored long-term disability
coverage in the state and local sector.

Social Security does not offer short-term disability
benefits. Rather, benefits are premised on

the inability to engage in any substantial gainful
activity (SGA) by reason of any medically determin-
able physical or mental impairment(s) which can be
expected to result in death or which has lasted or can
be expected to last for a continuous period of not less
than 12 months.s

The qualification process for SSDI benefits can be
lengthy, lasting a year or more, and it is unusual for an
individual to shift directly from employment to the
benefit rolls. Thus, there is generally a significant gap
in income provision between the time a disabled indi-
vidual leaves employment and the moment SSDI ben-
efits begin.

Unlike private disability plans, which most com-
monly replace a flat percentage of prior earnings,
Social Security pays benefits based on a progressive
replacement of average monthly earnings. The benefit
formula for 2019 replaces 9o percent of monthly earn-
ings of less than $960, 32 percent of monthly earnings
between $926 and $5,583, and 15 percent of monthly
earnings from $5,583 up to the Social Security taxable
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maximum of $132,900.6 Annually, these figures are
$11,112 and $66,996, indicating high replacement rates
for low-wage employees but declining replacement
rates as earnings increase.

Social Security calculates disability benefits based
on the highest 35 years of earnings, and these past
earnings are indexed for the growth of economy-wide
average wages.” However, for illustrative purposes, I
calculate the annual SSDI benefit that would be pay-
able at various percentiles of the hourly wage distrib-
uted reported by the BLS. I assume that employees
at each NCS hourly earnings percentile work full-
time at 2,080 hours per year. Based on those annual
earnings, SSDI provides replacement rates ranging
from 61 percent for an employee at the 10th percen-
tile of the hourly earnings distribution to 32 percent
for an employee at the goth percentile (Table 5).
At first glance, it appears the progressive formula
attached to SSDI benefits could help offset the lower
incidence of employer-sponsored coverage among
low-wage employees.

However, in most cases, employers’ long-term
disability insurance plans require that beneficia-
ries also apply for SSDI benefits. If the employee’s
Social Security application is accepted, the employ-
ee’s employer-provided benefits are reduced. While
private plans may differ, the offset of private benefits
against SSDI benefits in general appears to be dollar
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for dollar, such that the disabled employee receives
the greater of the two benefits but not both.

I illustrate this in Table 5 under the assumption
that employer-sponsored long-term disability ben-
efits replace 60 percent of prior earnings. For the
lowest-wage workers, Social Security provides a
higher replacement rate than private coverage does,
so the net benefit from private coverage is zero. The
residual private disability benefit increases with earn-
ings as the Social Security replacement rate declines,
such that private long-term disability coverage can be
a valuable benefit to higher-paid employees. For an
employee at the goth percentile of the earnings distri-
bution, access to employer-sponsored long-term dis-
ability insurance can nearly double his or her annual
benefit once disabled.

Integrating private disability insurance with Social
Security benefits creates differing incentives that
can affect the likelihood of an employee progressing
onto the SSDI benefit rolls. When an employee claims
short-term disability benefits, the employer has an
incentive to provide rehabilitation, accommodations,
or other means for the employee to return to work
rather than progressing to long-term disability ben-
efits. Such return-to-work programs can indirectly
benefit Social Security by reducing the number of
incoming beneficiaries.

For instance, Brian Gifford and Skylar Parry find
that introducing a return-to-work program low-
ers the average duration of short-term disability
claims by 7 to 18 percent, depending on the employ-
er’s baseline duration of claims.® Employers with
the longest claims benefit the most from return-to-
work policies. If so, these employers may provide
a secondary financial benefit to the SSDI program,
as application for SSDI benefits presumably follows
short-term disability.

However, once an employee has progressed to
long-term disability employer-sponsored coverage,
employers and insurers have an incentive to facilitate
beneficiaries’ access to SSDI benefits, since SSDI ben-
efits are generally offset dollar for dollar against the
long-term disability benefits the employer provides.
A private employer or insurer cannot directly affect
an employee’s likelihood of being approved for SSDI,
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which applies the same rules regardless of whether an
applicant currently receives private employer disabil-
ity benefits.

However, employers or insurers can indirectly
facilitate SSDI applications and make approval more
likely, such as through gathering medical informa-
tion or providing an attorney who specializes in
the SSDI application process. For instance, the pri-
vate insurer Unum offers a claimant advocacy pro-
gram that includes “helping you find appropriate
legal representation; obtaining medical and voca-
tional evidence; and reimbursing pre-approved case
management expenses.”® A Government Account-
ability Office study found that SSDI applicants with
legal representation were three times as likely to be
approved as those who lacked representation.’® While
some of this effect may be due to selection whereby
better-qualified applicants find it easier to obtain a
lawyer, it nevertheless remains likely that the repre-
sentation and other services provided by disability
insurers increase the rate at which disabled employ-
ees can qualify for SSDI.

Unfortunately, little data are available to
gauge how the incentives embedded in long-term
employer-provided disability insurance may affect
entrance to the SSDI rolls. Household surveys such
as the Current Population Survey do not indicate
whether an employee is offered disability insur-
ance at work, nor do they contain sufficient panel
data to track whether new SSDI beneficiaries had
such protections at their prior jobs. The Social Secu-
rity Administration obviously has data on individ-
uals receiving SSDI benefits, but not on whether
those beneficiaries receive private long-term bene-
fits. Likewise, employers and insurers have data on
employees receiving private disability coverage, but
not on employees who do not.

Nevertheless, insurers may be the most promising
route for future research. For instance, some disabil-
ity insurers may not apply a Social Security benefit
offset under every policy they offer. Likewise, insurers
may be able to compare SSDI application and accep-
tance rates over time following policy changes such as
a Social Security benefit offset or the introduction of
programs to aid employees in applying for SSDI.
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Proposals to Reform the Social Security
Disability Insurance Program

The SSDI program has faced increased enrollment
over the past several decades, leading to financial
pressures on the plan and, in 2016, the enactment of
legislation to forestall insolvency of the SSDI trust
fund by reallocating resources from the Social Secu-
rity Old-Age, Survivors, and Disability Insurance
program. Alongside those financial pressures are
concerns that incentives embedded in the SSDI pro-
gram have pulled less-skilled workers from the labor
force. These issues are discussed in more detail in
Jack Smalligan and Chantel Boyens’ chapter.!! I here
review several proposals to reform SSDI that rely on
private disability coverage.

Autor and Duggan propose that employers be
mandated to provide short-term private disability
insurance that covers up to the first two years of dis-
ability.’> This policy would extend short-term cover-
age to all workers, commencing at most 9o days after
the onset of a disability. After two years of benefits,
the disabled employee would shift to SSDI coverage.

But the Autor-Duggan proposal would also require
that, in addition to providing wage replacement, the
temporary disability policy would include vocational
rehabilitation and workplace accommodating pro-
visions to facilitate the employee’s return to work.
Providing return-to-work policies is important for
the Autor-Duggan proposal: While mandating uni-
versal short-term disability coverage would presum-
ablyincrease the number of employees claiming such
benefits, providing immediate return-to-work pro-
grams would likely reduce the number of employees
who go on to claim SSDI benefits, from which they
are unlikely to return to work. Under current policy,
in which many employees without short-term cover-
age do not receive return-to-work assistance, by the
time they have applied for SSDI benefits, their skills
and contacts to the workforce have eroded.

One obstacle to enacting the Autor-Duggan pro-
posal is the mandate that employers offer short-term
disability coverage. Republican policymakers resist
such mandates, while the Supreme Court’s ruling
regarding the Affordable Care Act’s penalties for
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being uninsured raises further questions. Congress’
more typical approach is to work through tax cred-
its or other incentives. Employer costs for disability
coverage already are tax deductible, meaning that an
incentive-based policy would likely need to go fur-
ther to encourage voluntary participation, particu-
larly by smaller firms, where the fixed monetary and
manpower costs of such a program may be high.

Jason Fichtner and Jason Seligman argue for recast-
ing the Social Security disability system by allowing
for temporary and partial disability awards.’3 They
propose establishing pilot programs in the Social
Security Administration (SSA) to test the granting of
partial disability benefits. One approach would pay a
benefit set at 50 percent of the current formula rate to
most applicants within certain classes of severe cases,
specifically those currently covered under SSA’s
Compassionate Allowances rules. A second approach
modeled after the Veterans Affairs disability program
would offer benefits in increments of 10 percent,
allowing for greater variation in payments. These gra-
dations could be based on a measure of residual func-
tional capacity that the SSA already calculates as part
of the application process.

Over the first 12 months of the Fichtner-Seligman
proposal, the employer-sponsored plan would pay
disability benefits, and the employer itself would
continue to contribute toward health coverage and
retirement. At 12 months, the benefit provider would
conduct a disability review. Should the disabling con-
dition be judged to remain, benefits would continue,
and the insurer would be gathered and forwarded
to the SSA for review. At the 24-month mark, Social
Security would conduct its own review to determine
whether a long-term partial or full disability benefit
should be awarded. Experience rating of employer
premiums during the two-year initial period of dis-
ability would provide incentives for employers to
return employees to the workforce, if possible.

As pilot programs, the policies Fichtner and Selig-
man proposed appear worth pursuing, if only as a way
to increase policymakers’ knowledge of how Social
Security and private disability protections interact.
Their proposal to grant temporary and partial disabil-
ity benefits could move outcomes in either direction.
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On one hand, SSDI is offered only to eligible work-
ers who suffer from a severe and long-term disability,
meaning that Fichtner and Seligman’s proposal could
potentially broaden the benefit rolls. And yet, Social
Security already offers benefits to individuals who are
only partially disabled: The SSDI program’s eligibility
criteria require that a participant be capable of working
full-time if he or she had worked full-time before apply-
ing for SSDI. This implies that an applicant who could
work part-time but not full-time would be treated as
fully disabled and granted benefits. Fichtner and Selig-
man’s proposal could offer such an applicant a partial
disability benefit, freeing him or her to work part-time
while reducing costs to the SSDI program.

Richard Burkhauser and Mary Daly argue for struc-
turing Social Security disability protections more
similarly to how the state-run workers’ compensation
programs function.’4 Under these proposals, employer
payroll taxes would be experience rated, with higher
premiums charged to employers that shift more
employees to the SSDI program. Firms would also be
granted lower premiums if they offer short-term dis-
ability protections, in return for the return-to-work
programs that short-term policies generally include.
Overall, experience rating would provide employers
with stronger incentives for workplace accommo-
dations and supported work. Burkhauser and Daly’s
proposal builds on disability reforms in the Nether-
lands, where policymakers responded to high disabil-
ity rates by imposing experience rating on employers
and requiring employees filing disability claims to
participate in return-to-work programs.

Both economic logic and some evidence suggest
that experience rating of SSDI employer payroll taxes
could improve outcomes for disabled employees.
Nynke De Groot and Pierre Koning exploit a 2003
change in Dutch disability policy in which small firms
were exempted from experience rating.!s They con-
clude that removing experience rating for small firms
increased the inflow of beneficiaries to the Dutch dis-
ability program from small firms by 7 percent and
reduced the outflow of disability beneficiaries back
to work by 12 percent. The authors also noted other
areas in which firms appear to respond to incentives
created by the experience rating policy.
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Likewise, Seth Seabury and colleagues examine
experience rating for workers’ compensation insur-
ance, focusing on California firms that self-insure
and thus have the strongest form of experience rat-
ing.16 Relative to firms that do not self-insure and
are subject to more attenuated experience rating,
injured employees at self-insured firms are 7 percent
more likely to return to work in the first year follow-
ing an accident and 3 to 4 percent more likely to be at
work five years following an accident. Similarly, Rich-
ard Burkhauser, Maximilian Schmeiser, and Robert
Weathers find that employers are more likely to offer
workplace accommodations to employees who are
injured on the job, where experience rating of work-
ers’ compensation claims can cause the employer’s
premiums to rise.'7

Christopher Bruce and Frank Atkins find that
introducing experience-rated workers’ compensa-
tion premiums in the Canadian timber industry led
to increased safety measures by employers.’® Burk-
hauser and Daly surmise that applying experience
rating to SSDI payroll taxes could similarly increase
workplace accommodations for general disabilities.

One concern regarding experience rating is
whether employers would seek to avoid employees
who are more likely to claim SSDI benefits in the
future. Such effects are possible across a range of
current policies, including legal prohibitions on dis-
crimination by age, gender, or disability. Research on
the employment effects of such policies is unclear.

In the Netherlands, adverse selection appears to
take place at the firm level, where employers of less
disability-prone employees are more likely to self-
insure.’ There does not appear to be conclusive evi-
dence regarding adverse selection in the hiring of
disability-prone employees in the Netherlands since
experience rating was implemented. However, the
Netherlands’ overall employment-to-population ratio
has risen since disability reforms were implemented
in the early 2000s, which does provide evidence that
disability-prone individuals were not shut out of the
employment market.

One approach to explore these risks might be an
SSA trial of experience rating via a pilot program
using various policy options and controls. Likewise,
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adverse selection may be offset by Burkhauser and
Daly’s proposal to offer tax credits to employers that
offer short-term disability policies, which include
return-to-work programs.

The goal of all three proposals is better coordi-
nation between short-term disability coverage pro-
vided by employers and long-term benefits provided
by Social Security. Short-term coverage emphasizes
processing benefit claims quickly while including
return-to-work elements. Social Security disability is
slower to process claims and does relatively little to
proactively promote a beneficiary’s return to work,
although Social Security rules do allow beneficiaries
to earn up to $1,220 per month (the SGA limit) before
benefits are discontinued. Nevertheless, improved
short-term disability coverage could aid in keeping
individuals employed, with accommodations if nec-
essary, and thus reduce the share of short-term dis-
abled individuals who continue to the Social Security
long-term SSDI rolls.

All three proposals are worth exploring. How-
ever, I wish to add an additional set of more general
observations. First, the recent strong labor market in
the period leading up to the onset of the COVID-19
virus has for the first time in decades substantially
boosted the employment of Americans with self-
reported work-limiting disabilities. Data from the
Current Population Survey report that in 1988,
31.0 percent of Americans age 30 to 49 with self-
reported work-limiting disabilities reported being
at work. Despite passage of the Americans with Dis-
abilities Act in 1990, employment was steadily cut
more than in half to only 14.7 percent in 2012. By
2019, employment of Americans with work-limiting
disabilities had risen to 27.0 percent, when no major
disability-related policy changes were enacted but
demand for less-skilled employees increased signifi-
cantly. This increase of over 700,000 disabled indi-
viduals with jobs surely contributed to the decline in
new SSDI applications experienced in recent years.2®

Second, few of those newly employed disabled
Americans came from the SSDI beneficiary rolls. In
2012, when the employment rate of disabled Ameri-
cans was at its lowest level, 38,000 SSDI beneficiaries
had their benefits terminated due to a return to work.
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In 2018, the most recent year for which data are avail-
able, 54,000 SSDI beneficiaries left the rolls for work,
out of a total of 1.38 million beneficiaries leaving the
SSDI for all reasons, most prominently death or con-
version to Social Security retirement benefits at the
normal retirement age.

The policy lesson may be to focus on policies that
keep Americans with disabilities able to work rather
than attempting to formulate policies to bring SSDI
beneficiaries back to the workforce. The current US
labor market is strong, and that strength cannot be
maintained indefinitely. But policies that increase
employer demand for employees with disabilities
could help mimic the effects of the current tight labor
market. And employer-sponsored disability insurance
can play a role by providing return-to-work policies
including medical rehabilitative services and work-
place accommodations. Some employers currently
offer such services merely out of a need to attract and
retain employees when employees are scarce.

The New York Times, with a headline reading “In
a Tight Labor Market, a Disability May Not Be a Bar-
rier,” reported on employers contacting individuals
with disabilities and other hard-to-employ groups.>!
Widening the reach of employer disability insurance
protections could help maintain these programs
even after the current economic expansion slows.
Nevertheless, other policies to increase demand for
employees with disabilities would likely be necessary
to maintain the progress made in recent years.

Conclusions

Disability protections in the US are split between
employers and the federal government, with many
employers providing short-term disability coverage,
while the SSDI program covers most of the costs of
long-term disability.

Employer-sponsored short-term plans have stron-
ger case management and return-to-work elements
than SSDI does, but long-term employer disabil-
ity coverage contains embedded incentives to shift
disabled employees to Social Security where possi-
ble. Disability insurers provide various services to
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facilitate successful applications for SSDI benefits.
These interactions have not been well explored to
date, partly due to a lack of appropriate data.

Moreover, the majority of US workers lack either
short- or long-term coverage, particularly lower-
wage employees who are most likely to end up on
the long-term SSDI rolls. However, return-to-work
policies may not be cost-effective for employers of
less-skilled employees who can easily be replaced.
This might justify incentives for employers to offer
short-term disability coverage, which with strong
return-to-work components could benefit both
employees and the finances of the long-term SSDI
program.

Several proposals have been made to address rising
SSDIbeneficiary rolls by expanding private short-term
disability protection and associated return-to-work
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policies. Some include experience rating of employer
payroll taxes to create incentives to establish policies
to help employees with disabilities remain on the job.
Another proposal would establish experiments with
temporary or partial SSDI payments, which the pro-
gram does not currently offer. All are worth explor-
ing, given both the financial and human costs of rising
SSDI beneficiary rolls.

However, the dramatic recent progress in the
employment rate of individuals with self-reported
work-limiting disabilities points toward broader pol-
icy solutions that maintain high employer demand for
such employees. Expanding private short-term dis-
ability insurance could increase access to return-to-
work policies, but broader measures to maintain
employer demand for Americans with disabilities will
likely remain necessary.



PAID LEAVE FOR ILLNESS, MEDICAL NEEDS, AND DISABILITIES

Notes

1. For more details, see Jack Smalligan and Chantel Boyens, “Paid Medical Leave Landscape: Trends, Existing Programs, and Rec-
ommendations for a Federal Program,” in Paid Leave for Illness, Medical Needs, and Disabilities: Issues and Answers, American Enter-
prise Institute, November 2020.

2. US Bureau of Labor Statistics, “National Compensation Survey,” https://www.bls.gov/ncs/.

3. The US Bureau of Labor Statistics provides a glossary of key terms at US Bureau of Labor Statistics, “Glossary,” https:/fwww.bls.
gov/bls/glossary.htm.

4. Dawn Nuschler, Alison M. Shelton, and John J. Topoleski, “Social Security: Mandatory Coverage of New State and Local Govern-
ment Employees,” Congressional Research Service, July 25, 2011, https://www.teacherpensions.org/sites/default/files/ CRS%202011%20
Report.pdf.

5. Social Security Administration, “Disability Evaluation Under Social Security,” 2019, https://www.ssa.gov/disability/professionals/
bluebook/general-info.htm.

6. Social Security Administration, “Benefit Formula Bend Points,” 2019, https://www.ssa.gov/oact/cola/bendpoints.html.

7. In other words, prior nominal earnings are multiplied by the ratio of the nominal Average Wage Index in the year benefits are cal-
culated to the Average Wage Index in the year those earnings occurred. The Average Wage Index is the Social Security Administration’s
measure of average economy-wide wages.

8. Brian Gifford and Skyler Parry, “The Value of Disability Return-to-Work Programs,” Integrated Benefits Institute, 2016.

9. For instance, see Unum’s 2018 long-term disability policy written to Pennsylvania State University, available at Unum, “Your
Group Long Term Disability Plan,” October 9, 2018, https://hr.psu.edu/sites/hr/files/LongTermDisabilityBooklet.pdf. Based on other
policies viewed by the author, the Claimant Advocacy program appears to be a standard part of Unum’s long-term disability coverage.

10. US Government Accountability Office, “SSA Disability Decision Making: Additional Steps Needed to Ensure Accuracy and Fair-
ness of Decisions at the Hearing Level,” November 12, 2003, https://www.gao.gov/products/gao-04-14.

11. Smalligan and Boyens, “Paid Medical Leave Landscape.”

12. David H. Autor and Mark Duggan, “Supporting Work: A Proposal for Modernizing the US Disability Insurance System,” Brook-
ings Institution, December 3, 2010, https://www.brookings.edu/research/supporting-work-a-proposal-for-modernizing-the-u-s-
disability-insurance-system/.

13. Jason J. Fichtner and Jason S. Seligman, “Beyond All or Nothing: Reforming Social Security Disability Insurance to Encourage
Work and Wealth,” SSDI Solutions: Ideas to Strengthen the Social Security Disability Insurance Program 13 (2016).

14. Richard V. Burkhauser and Mary Daly, The Declining Work and Welfare of People with Disabilities: What Went Wrong and a Strat-
egy for Change (Washington, DC: AEI Press, 2011).

15. Nynke De Groot and Pierre Koning, “Assessing the Effects of Disability Insurance Experience Rating: The Case of the Nether-
lands,” Labour Economics 41 (2016): 304-17.

16. Seth A. Seabury et al., “Workers’ Compensation Experience Rating and Return to Work,” Policy and Practice in Health and Safety
10, no. 1 (2012): 97-115.

17. Richard V. Burkhauser, Maximilian D. Schmeiser, and Robert R. Weathers, “The Importance of Anti-Discrimination and Workers’
Compensation Laws on the Provision of Workplace Accommodations Following the Onset of a Disability,” Industrial and Labor Rela-
tions Review 65, 1n0. 1 (2012): 161-80.

18. Christopher J. Bruce and Frank J. Atkins, “Efficiency Effects of Premium-Setting Regimes Under Workers’ Compensation: Can-
ada and the United States,” Journal of Labor Economics 11, no. 1 (1993): S38-S69.

19. Anja Deelen, “Adverse Selection in Disability Insurance: Empirical Evidence for Dutch Firms,” CPB Netherlands Bureau for Eco-
nomic Policy Analysis 46 (2005).

20. Author’s calculations from Current Population Survey data.

21. Ben Casselman, “In a Tight Labor Market, a Disability May Not Be a Barrier,” New York Times, September 5, 2019, https://www.
nytimes.com/2019/09/05/business/economy/recruiting-labor-force.html.

110


https://www.bls.gov/bls/glossary.htm
https://www.bls.gov/bls/glossary.htm
https://www.teacherpensions.org/sites/default/files/CRS%202011%20Report.pdf
https://www.teacherpensions.org/sites/default/files/CRS%202011%20Report.pdf
https://www.ssa.gov/disability/professionals/bluebook/general-info.htm
https://www.ssa.gov/disability/professionals/bluebook/general-info.htm
https://www.ssa.gov/oact/cola/bendpoints.html
https://hr.psu.edu/sites/hr/files/LongTermDisabilityBooklet.pdf
https://www.gao.gov/products/gao-04-14
https://www.brookings.edu/research/supporting-work-a-proposal-for-modernizing-the-u-s-disability-insurance-system/
https://www.brookings.edu/research/supporting-work-a-proposal-for-modernizing-the-u-s-disability-insurance-system/
https://www.nytimes.com/2019/09/05/business/economy/recruiting-labor-force.html
https://www.nytimes.com/2019/09/05/business/economy/recruiting-labor-force.html

Appendix: Data Sources

Chantel Boyens and Jack Smalligan

M any national surveys collect data on overall sick
and medical leave usage. While these data are
most useful in understanding sick leave policy, the
surveys are a valuable resource for studying longer-
duration medical leave. This appendix provides a brief
summary of many of the data sources. Other research-
ers have also reviewed many of these data sources,
including Amy Batchelor! and Kathleen Mullen and
Stephanie Rennnane.?

National surveys with data on medical leave include:

e National Health Interview Survey. The
National Center for Health Statistics con-
ducts the National Health Interview Survey
(NHIS) annually. It measures the amount of
health-related leave taken and whether the leave
was paid or unpaid. NHIS captures a combina-
tion of sick leave, medical leave, and short-term
disability leave.3 For respondents in the labor
force, the NHIS asks the number of work-loss
days the worker experienced. For all respon-
dents, the NHIS asks the number of days in bed
the individual experienced.

e Medical Expenditure Panel Survey. The
Agency for Healthcare Research and Quality
(AHRQ) conducts the Medical Expenditure Panel
Survey (MEPS), which builds on the NHIS data
with five interviews over a two-year period using
respondents from the original NHIS interview.
MEPS collects data on paid and unpaid leave.
MEPS reports the number of “disability days” the
respondent experienced, which AHRQ states

assesses the impact of any physical illness,

injury, or mental or emotional problem on
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household members’ attendance at work or
school. These questions specify how many days
of work or school were missed, for what health
condition they were missed, and how many
days were missed because of someone else’s ill-

ness, injury, or health care needs.4

e Panel Study of Income Dynamics. The Uni-

versity of Michigan conducts the Panel Study of
Income Dynamics (PSID), which collects data
on sick and medical leave, including the fre-
quency with which a worker has needed to take
three or more weeks of leave.5 While the PSID
has a much longer follow-up period than MEPS
does, it does not measure whether workers have
access to paid leave.

Health and Retirement Study. The Health
and Retirement Study (HRS) asks participants
the number of days they missed work because
of their health and whether they earn paid sick
leave. While HRS is limited to workers age 50
and over, it provides for a longer longitudinal
panel than the MEPS does and has not been used
extensively to analyze sick and medical leave.

National Health and Aging Trend Study.
The National Health and Aging Trend Study has
data on sick and medical leave but is focused
only on individuals over age 65.7

American Time Use Survey. The American
Time Use Survey (ATUS) provides the most
detailed data on use of paid and unpaid leave
at a single point in time, though leave data are
available only periodically.8 The leave and job
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flexibilities module for the ATUS survey cover-
ing 2017-18 provides richer data than the annual
ATUS survey does and is financed by the Depart-
ment of Labor Women’s Bureau.?

Department of Labor Surveys. The Depart-
ment of Labor periodically surveys employers
and employees on use of leave covered by the
Family and Medical Leave Act, with the last
report by Abt Associates covering 2012.1° The
most recent survey was administered by Abt
Associates from August 2016 until August 2019,
and the results are to be released in 2020.1!

American Working Conditions Survey. The
American Working Conditions Survey (AWCS),
part of the RAND American Life Panel, uses a
nationally representative internet panel and
a three-year follow-up and has data on health-
related work absences, including paid and
unpaid sick leave and working while sick.

Commonwealth Fund Biennial Health
Insurance Survey. The Commonwealth Fund
Biennial Health Insurance Survey, a national
survey of Americans age 19 to 64, asks about
health-related leave but does not distinguish
between own medical leave and leave to care for
an ill family member.

Bureau of Labor Statistics and Interna-
tional Foundation of Employee Benefit
Plans Surveys. Data on the number of work-
ers with access to formal paid sick and tempo-
rary disability leave benefits are most readily
available from the Bureau of Labor Statistics’
National Compensation Survey of employers.
The International Foundation of Employee Ben-
efit Plans also surveys employers and publishes
data on the characteristics of employer-provided
benefits.’> Both data sources are useful to under-
stand how many workers are covered by for-
mal employer plans but cannot shed light on
the amount of the benefits employees use. Isa-
bel Sawhill, Sarah Nzau, and Katherine Guyot’s
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recent paper compared the coverage rates shown
in the National Compensation Survey with cov-
erage reported by workers in ATUS.13

Additional Surveys. Additional sources with
some data include the Annual Social and Eco-
nomic Supplement to the Current Population
Survey, the National Study of the Changing
Workforce, and the Survey of Income and Pro-
gram Participation. Ann Bartel and colleagues
recently summarized what can be learned from
these data sources.!4

Data on private and state programs include:

¢ Data on Employer-Provided Benefits. Some

of the richest sources of administrative data
exist in privately held databases. These data have
been rarely used to better understand a publicly
provided medical leave benefit. One of the larg-
est and most frequently cited private databases
is the IBM MarketScan Research Databases
(formerly Truven MarketScan). The Integrated
Benefits Institute (IBI) is another resource.
IBI has assembled data for the IBI Benchmark-
ing Analytics tool that pools six million claims
from 15 disability insurers and 65,000 employer
policies.’s

Data on State Programs. States that already
provide paid medical leave benefits are another
source of data. These states include long-
standing programs in California, New Jersey,
New York, and Rhode Island, where paid paren-
tal and caregiving leave were added to exist-
ing temporary disability insurance programs.
These programs provide disability benefits more
comparable to private short-term disability
insurance—benefit durations of 26 weeks or
more. Washington state now has a program pro-
viding 12 weeks of paid medical leave that began
issuing benefits on January 1, 2020, and will be
an important source of data in the future. The
state data have many limitations since not all
states track the same data in the same way. In
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addition, many of the states with long-standing
programs maintain the program data on old
computer systems that are not easily accessed. A
recent National Partnership for Women & Fam-
ilies report provides a useful summary of claims,
including some breakdowns by age, gender,
claim type, and duration.!6

Disability prevalence and usage include:

e Self-Reported Disability. The prevalence
of self-reported disability is usually measured
through two approaches in the Current Popu-
lation Survey (CPS). Many disability research-
ers rely on a six-question sequence to identify
a disability. These questions ask about specific
daily activities, such as walking or hearing. The
six-question sequence follows international
practices, and the US Census Bureau began
using it in 2008. US Census also uses a single
work activity limitation question—a question
asked since 1981 that is more useful to look at
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long-term trends. Richard Burkhauser, Andrew
Houtenville, and Jennifer Tennant provide a
useful analysis of how each approach captures
only a portion of people with health limita-
tions, and they show how the overlap between
the approaches is not large.!7

Trends. Data on trends in the Social Security
Disability Insurance and Supplemental Security
Income programs are available from the Annual
Statistical Report on the Social Security Disabil-
ity Insurance Program,'® the Annual Statistical
Supplement,'9 and the Social Security Adminis-
tration Office of the Chief Actuary.2°

Workers’ Compensation Programs. The
National Academy of Social Insurance pub-
lishes an annual report on the state workers’
compensation programs that is more com-
prehensive than anything the Department of
Labor produces.?!



PAID LEAVE FOR ILLNESS, MEDICAL NEEDS, AND DISABILITIES

Notes

1. Amy Batchelor, “Paid Family and Medical Leave in the United States: A Data Agenda,” Washington Center for Equitable Growth,
March 7, 2019, https://equitablegrowth.org/research-paper/paid-family-and-medical-leave-in-the-united-states-2/?longform=true#
paid_medical_leave.

2. Kathleen J. Mullen and Stephanie Rennane, “Worker Absenteeism and Employment Outcomes: A Literature Review,” National
Bureau of Research, September 2017, http://projects.nber.org/projects_backend/drc/papers/odrci7-20.

3. Centers for Disease Control and Prevention, National Center for Health Statistics, “National Health Interview Survey,” https://
www.cdc.gov/nchs/nhis/index.htm.

4. Agency for Healthcare Research and Quality, “Medical Expenditure Panel Survey,” https://meps.ahrq.gov/mepsweb/survey_
comp/survey._results_ques_sections.jsp?Section=DD&Year1=AllYear&Submiti=Search.

5. University of Michigan, Survey Research Center, “Panel Study of Income Dynamics (PSID),” https://www.src.isr.umich.edu/
projects/panel-study-of-income-dynamics-psid;.

6. Health and Retirement Study, website, https://hrs.isr.umich.edu/about.

7. National Health and Aging Trends Study, “NHATS at a Glance,” https://www.nhats.org/.

8. US Bureau of Labor Statistics, “Table 6. Workers Who Took Leave from Their Jobs During an Average Week, Hours of Leave
Taken, and Type of Leave Used, by Main Reason for Taking Leave, Averages for the Period 2017-2018,” August 29, 2019, https://www.
bls.gov/news.release/leave.to6.htm.

9. US Bureau of Labor Statistics, “Access to and Use of Leave Summary,” August 29, 2019, https://www.bls.gov/news.release/leave.
nro.htm.

10. Abt Associates, “Family and Medical Leave in 2012: Technical Report,” US Department of Labor, September 7, 2012, https://www.
dol.gov/asp/evaluation/fmla/fmla-2012-technical-report.pdf.

11. Abt Associates, “Assessing the Family and Medical Leave Act,” https://www.abtassociates.com/projects/assessing-the-
family-and-medical-leave-act.

12. International Foundation of Employee Benefit Plans, “Employee Benefits Survey: 2018 Results,” https://www.ifebp.org/store/
employee-benefits-survey/Pages/default.aspx.

13. Isabel V. Sawhill, Sarah Nzau, and Katherine Guyot, “A Primer on Access to and Use of Paid Family Leave,” Brookings Institution,
December 5, 2019, https://www.brookings.edu/research/a-primer-on-access-to-and-use-of-paid-family-leave/.

14. Ann P. Bartel et al,, “Racial and Ethnic Disparities in Access to and Use of Paid Family and Medical Leave: Evidence from Four
Nationally Representative Datasets,” US Bureau of Labor Statistics, Monthly Labor Review, January 2019, https://www.bls.gov/opub/
mlr/2019/article/racial-and-ethnic-disparities-in-access-to-and-use-of-paid-family-and-medical-leave.htm.

15. Integrated Benefits Institute, “Benchmarking,” https://www.ibiweb.org/benchmarking/.

16. National Partnership for Women & Families, Meeting the Promise of Paid Leave: Best Practices in State Paid Leave Implementation,
https://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/meeting-the-promise-of-paid-leave.pdf.

17. Richard V. Burkhauser et al., “Capturing the Elusive Working-Age Population with Disabilities: Reconciling Conflicting Social
Success Estimates from the Current Population Survey and American Community Survey,” Journal of Disability Policy Studies 24,
no. 4 (2014): 195-205.

18. Social Security Administration, “Annual Statistical Report on the Social Security Disability Insurance Program, 2011,” https://
www.ssa.gov/policy/docs/statcomps/di_asr/2011/sector.html.

19. Social Security Administration, “Annual Statistical Supplement to the Social Security Bulletin, 2019,” November 2019, https://
www.ssa.gov/policy/docs/statcomps/supplement/2019/index.html.

20. Social Security Administration, Office of the Chief Actuary, https://www.ssa.gov/oact/.

21. Elaine Weiss, Griffin Murphy, and Leslie I. Boden, “Workers’ Compensation Benefits, Costs, and Coverage—2017 Data,” National

114


http://projects.nber.org/projects_backend/drc/papers/odrc17-20
https://www.cdc.gov/nchs/nhis/index.htm
https://www.cdc.gov/nchs/nhis/index.htm
https://meps.ahrq.gov/mepsweb/survey_comp/survey_results_ques_sections.jsp?Section=DD&Year1=AllYear&Submit1=Search
https://meps.ahrq.gov/mepsweb/survey_comp/survey_results_ques_sections.jsp?Section=DD&Year1=AllYear&Submit1=Search
https://www.src.isr.umich.edu/projects/panel-study-of-income-dynamics-psid/
https://www.src.isr.umich.edu/projects/panel-study-of-income-dynamics-psid/
https://hrs.isr.umich.edu/about
https://www.nhats.org/
https://www.bls.gov/news.release/leave.t06.htm
https://www.bls.gov/news.release/leave.t06.htm
https://www.bls.gov/news.release/leave.nr0.htm
https://www.bls.gov/news.release/leave.nr0.htm
https://www.dol.gov/asp/evaluation/fmla/fmla-2012-technical-report.pdf
https://www.dol.gov/asp/evaluation/fmla/fmla-2012-technical-report.pdf
https://www.abtassociates.com/projects/assessing-the-family-and-medical-leave-act
https://www.abtassociates.com/projects/assessing-the-family-and-medical-leave-act
https://www.ifebp.org/store/employee-benefits-survey/Pages/default.aspx
https://www.ifebp.org/store/employee-benefits-survey/Pages/default.aspx
https://www.brookings.edu/research/a-primer-on-access-to-and-use-of-paid-family-leave/?utm_campaign=Economic%20Studies&utm_source=hs_email&utm_medium=email&utm_content=80565719
https://www.bls.gov/opub/mlr/2019/article/racial-and-ethnic-disparities-in-access-to-and-use-of-paid-family-and-medical-leave.htm
https://www.bls.gov/opub/mlr/2019/article/racial-and-ethnic-disparities-in-access-to-and-use-of-paid-family-and-medical-leave.htm
https://www.ibiweb.org/benchmarking/
https://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/meeting-the-promise-of-paid-leave.pdf
https://www.ssa.gov/policy/docs/statcomps/di_asr/2011/sect01.html
https://www.ssa.gov/policy/docs/statcomps/di_asr/2011/sect01.html
https://www.ssa.gov/policy/docs/statcomps/supplement/2019/index.html
https://www.ssa.gov/policy/docs/statcomps/supplement/2019/index.html
https://www.ssa.gov/oact/

CHANTEL BOYENS AND JACK SMALLIGAN

Academy of Social Services, October 2019, https://www.nasi.org/research/2019/report-workers%E2%80%99-compensation-benefits-

costs-coverage-2%E2%80%93-2017.

115


https://www.nasi.org/research/2019/report-workers%E2%80%99-compensation-benefits-costs-coverage-%E2%80%93-2017
https://www.nasi.org/research/2019/report-workers%E2%80%99-compensation-benefits-costs-coverage-%E2%80%93-2017

About the Authors

Yonatan Ben-Shalom is a senior researcher at Math-
ematica’s Center for Studying Disability Policy, with
expertise in policies and programs related to the
employment and income of people with disabilities.

Andrew G. Biggs is a resident scholar at the Amer-
ican Enterprise Institute. Before joining AEI, he was
the principal deputy commissioner of the Social Secu-
rity Administration.

Chantel Boyens is a principal policy associate in
the Income and Benefits Policy Center at the Urban
Institute. Her current work focuses on interactions
between Social Security programs and retirement,
pensions, disability, and paid leave policy.

Christine Jolls is the Gordon Bradford Tweedy
Professor at Yale Law School and the program director
of the National Bureau of Economic Research Law and
Economics Program.

Stefan Pichler is a senior researcher at ETH Zurich’s
KOF Swiss Economic Institute. He is also affiliated with
IZA Institute of Labor Economics in Bonn, Germany.

116

Angela Rachidi is the Rowe Scholar in poverty stud-
ies at the American Enterprise Institute, where she
studies the effectiveness of public policies aimed at
low-income children and families.

Christopher J. Ruhm is a professor of public pol-
icy and economics at the University of Virginia and
a research associate at the National Bureau of Eco-
nomic Research. He studies work-family policies and
the determinants and production of health.

Jack Smalligan is a senior policy fellow in the Income
and Benefits Policy Center at the Urban Institute. He
analyzes the interactions across disability, retirement,
and paid leave policy.

Nicolas R. Ziebarth is an associate professor at
Cornell University in the Department of Policy Anal-
ysis and Management. He is also affiliated with the
Canadian Centre for Health Economics; DIW Berlin;
the Health, Econometrics and Data Group at the Uni-
versity of York; IZA Institute of Labor Economics in
Bonn, Germany; the National Bureau of Economic
Research Disability Research Center; and RWI Essen.



