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November 1999

Funding Family Leave to Bolster Family Values

We live in an economy overflowing with abundance, and yet our family values are undercut
by the relentlessness of work. We can do better for our families and our children. We are
proposing family leave with partial replacement of lost wages for all workers, so that more
working people can take time off to care for their families without jeopardizing their
livelihoods.

In 1989 Washington state took an important first step in family leave legislation, enabling
workers to care for their newborn and newly adopted children, as well as children who were
terminally ill, without the threat of losing their jobs. Washington state’s leadership on this
issue helped pave the way for the Family and Medical Leave Act passed by the U.S.
Congress in 1993. This law broadened family leave to include leave for the care of seriously
ill family members, and it required companies to continue health care coverage for workers
on family leave. A Congressional study found that the effects of this Act have been positive
for both workers and employers, resulting in higher levels of job satisfaction and
productivity.

However, this legislation excludes workers in businesses with fewer than 50 employees
from legally-protected family leave, and fails to provide for any financial support for workers
on family leave. As a result of these limitations:

® 45% of workers in the United States aren’t protected by family leave laws, and
e Two-thirds of the workers who need but do not take family leave say they cannot
afford to do so.

Efforts are underway in at least nine states to expand family leave benefits, including
Washington, Vermont, Massachusetts, lowa, and New York. These activities and prodding
by our own U.S. Senator, Patty Murray, and others encouraged President Clinton to take

action. On May 23rd, 1999, he directed the Department of Labor to draft regulations allowing
states to expand the use of unemployment insurance to parents caring for their newborn or
newly adopted children. The President acted in recognition that as a nation we must support
the values of both family and work.

A broad coalition of working people in Washington state is supporting a new initiative to fund
family leave, and extend the benefits of job-protected family leave with partial wage
replacement to the entire work force.

As a society, we place high value on work and families. Work and family, including care for
family members, are important components of personal responsibility, meaningful ways to
contribute to our communities, and sources of deep personal satisfaction. However,
changes in our economy over the past 20 years have made it harder for people to earn a
living and care for their families. In Washington state, the median household income actually
fell by nearly $2,000 between 1990 and 1996, or by about 5%. The typical married couple
with children worked six more fulltime weeks in 1997 than in 1989, just to maintain its 1989
standard of living. The median price of a new home nationally was 4.2 times the median
income in 1994, compared to only 3.2 times the median income in 1978.
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In most families, both parents must work to provide any kind of economic security. The
number of dual-worker families in the United States grew by 352,000 between 1996 and
1997, while "traditional" families in which only the husband was employed declined by
145,000. In both two-parent and single-mother households with children under18 years old,
68% of mothers work outside the home. In two-parent households with children under one
year old over 55% of mothers are at work, while in single-mother households with children
under one year old over 48% of mothers work outside the home.

Employment of Mothers with Children
under 18 years old
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The proportion of workers holding multiple jobs grew by almost 30% between 1979 and
1997, with these workers averaging 48 hours of work per week. In Washington state, 1 in 10
workers holds two jobs. Welfare reform emphasizes work as the top priority for recipients of
public assistance, including single mothers with small children. Indeed, our world is one in
which work is central for both mothers and fathers.

We also know that the well-being of children is based upon the care and teaching they
receive from their parents. Children thrive from parental participation and presence. This
common sense is reinforced by the fact that infants are particularly vulnerable during the
first few months of life. Their lives and health require the active involvement of parents in the
nurturing process. The American Academy of Pediatrics notes that an infant’s physical,
cognitive and social development depends on establishing a strong attachment to parents or
a primary caregiver.

Older children, spouses, and aging parents also need care during illness or medical
emergencies. As a society we can celebrate the fact that more people are living to an older
age, but it also means that more workers find themselves in the "sandwich" generation. A
recent survey found that 65% of all adults believe they will be responsible for the care of an
elderly relative in the next 10 years.

So how do we balance family and work, when everyone is working? People too often have
to choose between caring for their families and losing their incomes and, ultimately, their
jobs. This is no way to build a foundation for families in our country. While the Family and
Medical Leave Act of 1993 was a step in the right direction, it was only a first step.
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The Family and Medical Leave Act (FMLA) of 1993 provides a means for employees to
balance their work and family responsibilities. However, at the same time it creates a
qualifying sieve that separates many workers from the ability to take family leave.
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e must be employed by a public agency, or a private sector employer who has 50 or
more employees

e must have worked at least 12 months for the employer, and

e must have worked at least 1,250 hours (at least 60% of a fulltime 40-hour week,
52-week year job).
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e Birth and care of the employee's child

e Care of a newly adopted child or foster child

e Care for an immediate family member (spouse, child, parent) who has a serious
health condition; or

® The employee's own serious health condition.

During family leave an employer must maintain health benefits that an employee was
receiving at the time leave began.

When employees return from family leave, they are entitled to the same or an equivalent
job.

About 45% of American workers are excluded from family leave by the qualifications
specified in the FMLA. While two-thirds of all employees work at covered worksites, only
83% of these workers qualify for family leave. So all in all, only 55% of all workers both
qualify and are eligible for family leave. Eligibility decreases as family income decreases, so
that less than 43% of employees in families with less than $20,000 a year in income are
covered and eligible.
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e They work at a worksite which is excluded from coverage (89% of all private
worksites are exempt from FMLA mandates), or

e They have not worked long enough (at least 12 months) or their work is part-time (to
be eligible they must work the equivalent of about 24 hours a week on average), or

e They cannot afford to take unpaid leave.

Hourly workers, workers with children, and workers with family incomes less than $30,000
are especially likely to need, but not be able to take, family leave.

The Commission on Family and Medical Leave reported to Congress in 1996:

e 2.3% of all employees - over three million workers - needed but did not take family
leave.
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e Of these employees, 64% - two million workers - did not take leave because they
could not afford leave without wage replacement. This includes about 43,000 workers
in Washington state.

+ L] # # ]
Couldn't afford it 64%
Work Too Important 39%
Might Lose Job 29%

Wanted to Save Leave Time 28%
Might Hurt Job Advancement 22%
Might Lose Seniority 14%
Not Eligible 14%
Employer Denited Request  10%

While current law extends job protection to only about 55% of the workforce for most types
of family leave, Washington state law does protect all women from losing their jobs due to
pregnancy. Our state mandates that an employer shall provide a woman a leave of absence
for the period of time that she is sick or temporarily disabled because of pregnancy or
childbirth. An employer must allow a woman to return to the same job, or a similar job of at
least the same pay, at the conclusion of her period of disability relating to childbirth.
However, paid maternity leave is only available in Washington state to women whose
employers have established sick leave policies or temporary disability benefit plans. In our
state, less than half the lowest paid women workers have any sort of paid leave. Workers in
smaller towns and rural areas are also less likely to have paid leave than those in the major
urban centers.

Five states (Rhode Island, Hawaii, New York, New Jersey, and California) and Puerto Rico
have universal temporary disability insurance programs (TDI). These programs provide
partial wage replacement for workers unable to work due to a temporary disability unrelated
to their job, including women unable to work because of pregnancy and childbirth. These
states are also considering extending TDI partial wage replacement to workers who must
take other forms of family leave.

% ! # -

Unemployment insurance (Ul) provides partial wage replacement for unemployed workers.
Each state has considerable flexibility in determining benefit amounts, the necessary work
history to receive benefits, and the allowable reasons for receiving unemployment
insurance. In Washington state:

e Unemployment compensation is only available for workers who are involuntarily out of
work.
e To qualify, a worker must have worked a minimum of 680 hours during the previous
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12 months before becoming unemployed. This is equivalent to 26 hours a week for
half a year.

® An unemployed worker can receive benefits for 30 weeks, or until returning to work,
whichever is shorter. In 1998, 32% of people receiving unemployment benefits ran out
of benefits without finding work.

As a result of these restrictions, 45% of unemployed people don't receive unemployment
compensation in our state.

The unemployment compensation benefit is a percentage of previous wages. The typical
weekly benefit is about 50% of a recipient’'s weekly wages. The minimum benefit set in July
1999 was $94 a week and the maximum was $441 a week. The average weekly benefit in
early 1999 was $264. From January through September 1999, the number of workers
collecting unemployment benefits each month ranged from a high of 120,000 to a low of
70,000.
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Here in Washington state we can expand coverage for family leave and provide partial wage
replacement for family leave.
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About 10.8% of workers already take leave each year for FMLA covered conditions. Of
those now taking family and medical leave, 60% are responding to their own medical
condition (not including pregnancy) and 14% are caring for a newborn or newly adopted
child. The median length of this necessary time away from work is 10 days. Nearly half of
these workers receive full pay while on leave, and an additional 20% receive partial pay.
Still, fully 40% of workers who take leave cut their time off short due to finances, and 18% of
the people who need family leave don'’t take any time away work — mostly because they
can't afford it.

We estimate that extending family leave coverage to all workers meeting unemployment
insurance qualifications, and providing partial wage replacement at Ul rates would benefit
about 16,700 workers in Washington state. Allowing benefits to extend for the full 30 weeks
covered by Ul, after a 1 week waiting period, would cost an estimated $27.5 million annually.
The cost of the program would be relatively low because: 1) most workers would continue to
rely on employer-provided benefits; 2) 57% of workers taking leave are away from the job
for less than two weeks; and 3) workers needing longer leaves return to work after 7.5
weeks on average. Limiting benefits to 5 weeks after a 1 week waiting period would cost
about $18.3 million annually (see attached cost calculations and assumptions).

Limiting family leave wage replacement to parents for the care of their newborn or newly
adopted children would lower the program’s costs, while still addressing one of society’s
most critical needs. Such a program would benefit between 4,400 and 11,000 parents and
their infants annually. Providing for 5 weeks of partial wage replacement would cost an
estimated $5 million to $14 million annually. Limiting coverage to 4 weeks would cost
between $4 million and $11.3 million (see attached cost calculations).
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A program to assure partial wage replacement for workers on family leave would benefit all
residents of our state. Paid family leave could be funded without new taxes through the
existing unemployment insurance trust fund, or by combining surplus welfare reinvestment
funds with other general funds. We could also develop a hew economic security fund,
similar to the TDI system in place in several other states.
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Unemployment insurance (UIl) is an essential component for economic security in our state.
Ul shields families from bankruptcy, poverty, and economic collapse. Workers who are laid
off can receive unemployment compensation to tide them over until they go back to work.
Providing paid family leave through unemployment compensation will ensure crucial
economic security for workers when they must take leave to meet family responsibilities.

Unemployment insurance is paid from an Unemployment Insurance Trust Fund. Employers
pay into this fund based on their history of laying off workers who are eligible for
unemployment compensation. The greater proportion of workers an employer lays off, the
higher the premium that employer pays into the fund. The 1999 premium schedule begins
with premiums at .48% of an employer’s total taxable wages and tops out with premiums of
5.4% of taxable wages.

As a matter of fiscal responsibility, the Unemployment Insurance Trust Fund should have a
surplus that will enable it to pay out all benefits to eligible workers laid off in a recession for
at least one year. The surplus in our state’s trust fund has exceeded this level throughout
the 1990s. As of September 30, 1999, the Unemployment Insurance Trust Fund in
Washington state was running a surplus of $1.696 billion. Under President Clinton’s
directive, the federal government is encouraging states like ours with healthy Unemployment
Insurance Trust Fund balances to expand coverage for family leave.

All of the paid family leave proposals discussed in this brief, ranging in cost from an
estimated $4 million to $27.5 million annually, could be absorbed within the current $1.696
billion trust fund surplus without requiring any new taxes.

In 1999, State Senators Lisa Brown of Spokane, Jeanne Kohl-Welles of Seattle, and Marilyn
Rasmussen of Eatonville introduced Senate Bill 5959 in the Washington State Legislature.
The bill would have allowed a parent caring for a newborn or newly adopted child to receive
unemployment compensation for 5 weeks. All parents, whether they worked for an employer
covered under the national Family and Medical Leave Act or for a small employer exempt
from FMLA, would have been covered. All parents meeting the standard Ul requirements
would be eligible.

A similar bill is being proposed for the 2000 legislative session. This legislation makes family
leave much more widely available for workers in our state by:

e including family leave as an reason for leaving work,

e ending the discrimination against workers whose employers have fewer than 50
employees, and

e making family leave affordable through partial wage-replacement.

#0 1" # + !
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Under the 1996 Welfare Reform Act and our state’s welfare reform law, WorkFirst,
recipients of Temporary Assistance to Needy Families (TANF) are required to search for
work and accept employment if offered in order to retain benefits. Congress also insured
that new workers would receive financial support in their transition to work by providing that
federal welfare block grants to states would continue at the level of the mid1990s, and by
requiring states to maintain at least 80% of their former funding for needy families.

Welfare caseloads have fallen much more rapidly than the authors of welfare reform
anticipated. As a result, Washington state has at least $200 million in surplus TANF funds.
Each state has considerable discretion in how to spend its surplus funds. We could use
some of ours for paid family leave for low income workers.

In Washington state, 11.5% of the total population and 16.7% of children are poor, and
about 23% of families have incomes below 200% of poverty. A portion of the welfare
reinvestment surplus could be used to fund paid family leave for these workers who can
least afford to take unpaid time off — and are least likely to have extensive employer
benefits. The end result - that the savings in welfare would be transferred to assist working
taxpayers - is equitable and affordable.

Funds earmarked for needy workers could be augmented with unrestricted monies — such
as from the Ul Trust Fund — to make paid family leave available to all workers in our state.

#0 14 # .,

Another possibility would be to create a new fund, either through joint contributions from
workers and employers, similar to Social Security, or totally funded by workers. Such a fund

could be used for the new economic security needs of workers in the 215t century, including
partial wage replacement after job loss while a worker is in training or re-training courses,
temporary income replacement for workers who are injured off-the-job, and paid family
leave. This fund could be created with a payroll tax of one cent an hour per employee who
works over 680 hours per year, creating an initial annual fund between $45 and $50 million.

# -

Providing partial wage replacement to workers needing family leave is pragmatic and fiscally
prudent. Both work and family are foundations for our American life. Too many families
today are stretched to the breaking point between the responsibilities of work, economic
necessity, and the values and needs of family life. A decade ago, our state legislators led
the nation in ensuring job protection to parents with newborn and terminally ill children. It's
time for our state to act again. We can expand family leave job protections to all workers,
and provide partial wage replacement during the times when workers most need financial
security. These proposals provide the framework for making family leave work for working
families.

Attachments:
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