
© 2021 TIME’S UP™ FOUNDATION. THE TIME’S UP TRADEMARK IS THE PROTECTED PROPERTY OF TIME’S UP NOW.  1

 

Paid Leave Pays Dividends
How a National Paid Leave Policy Will Benefit the Economy

By Lenore M. Palladino, Anwesha Majumder, and Jessica Forden

The COVID-19 pandemic has caused an unprecedented recession, exposed gaps in our 
caregiving infrastructure, and intensified race, gender, and other structural inequalities.  
As the United States begins to recover from the economic devastation of the past year and a 
half, many of these issues remain unresolved. 

More than 30 million workers are still not guaranteed a single paid sick day. The economy is 
still down more than 5 million jobs from pre-pandemic levels, with women accounting for more 
than half of those missing jobs. Further, women’s labor force participation has plummeted to 
its lowest rate since 1988, erasing a generation of progress for women in the workplace. All of 
these structural issues were not caused by COVID-19; rather, the pandemic has exacerbated 
long-standing inequities due to policy choices that have been perpetuated throughout history. 

Public investment in paid family and medical leave — which can cover working people’s time 
away from their jobs to care for a new child, family member, or one’s own health — has the 
potential to address several aspects of this multifaceted crisis and support an equitable and 
robust economic recovery. 

In our new report, “Paid Leave Pays Dividends: How a National Paid Leave Policy Will Benefit 
the Economy,” we modeled how a national paid leave plan would boost national income.  
A national plan would enable recipients of paid leave to spend money on goods and services, 
thereby creating jobs in the industries that need it most. This policy reform will combat 
inequality by benefiting systemically marginalized individuals, address structural barriers that 
prevent caregivers from working for pay, and protect public and individual health by allowing 
people to care for themselves and others when serious health issues arise.

https://timesupfoundation.org/work/times-up-impact-lab/times-up-measure-up/its-time-to-care-the-economic-case-for-investing-in-a-care-infrastructure/
https://timesupfoundation.org/wp-content/uploads/2021/07/Times-Up_Womens-Labor-Force-Report_Version-2.pdf
https://www.bls.gov/ncs/ebs/benefits/2020/employee-benefits-in-the-united-states-march-2020.pdf
https://www.bls.gov/webapps/legacy/cesbtab1.htm
https://timesupfoundation.org/wp-content/uploads/2021/07/Times-Up_Womens-Labor-Force-Report_Version-2.pdf
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Directly stimulate the economy. An additional 18 million people, or 11.3% of  
the civilian labor force, would take leave each year under a national paid leave plan,  
adding $19.1 billion in national income from wage replacement.

Especially benefit women, people of color, and low-wage workers. Women comprise 52.7% 
of those who would use paid leave under this plan, while they are 47% of the labor force. 
Black women are 8.5% of new leave-takers, while they are 6.5% of the labor force.  
Women in low-wage jobs (defined as workers earning below $15 an hour) are 27.2%  
of new leave-takers, while they are 23.8% of all workers. 

Generate economic growth. The $19.1 billion in wage replacement from the national plan 
will create 162,000 new jobs, enabling workers who are not directly benefiting from paid 
leave to earn an additional $9.4 billion in income. Notably, some of the industries that 
will see the most job creation include food services, ambulatory health care services and 
hospitals, and retail, all of which are major employers of women and people of color  
across the United States. 

Currently, millions of Americans are faced with an impossible choice: stay home to care for 
themselves or others at the risk of losing wages, or forgo caregiving to keep their income. This 
dilemma overwhelmingly falls to women, particularly women of color, who bear the majority of 
caregiving responsibilities and are overrepresented in low-wage jobs — meaning that women 
are less likely to have access to paid leave, be able to afford paid care, or take unpaid time from 
work to provide care. In the long term, women are forced to reduce work hours, choose lower-
paying jobs, or exit the labor force entirely in order to provide this care, further widening the 
gender wage and wealth gaps.

Out of 38 Organisation for Economic Co-operation and Development (OECD) countries, the 
United States is the only country without any form of national paid leave, forcing workers to 
confront difficult choices and further entrenching gender bias. Implementing national paid 
leave and other care investments will not only boost our short-term economic recovery, but 
address long-standing disparities by gender, race, ethnicity, sexual orientation, age, disability 
status, and other identities. Paid leave and other caregiving supports are necessary for a just, 
inclusive, and sustainable economic recovery.

In this analysis, we modeled the effects of a national paid leave plan as proposed by  
the American Families Plan and the Building an Economy for Families Act. Using the 
parameters for wage replacement from the Building an Economy for Families Act,  
we find that a national paid leave policy would:

http://timesupmeasureup.org
https://www.bls.gov/cps/cpsaat03.htm
https://www.nelp.org/wp-content/uploads/Growing-Movement-for-15-Dollars.pdf
https://www.bls.gov/cps/cpsaat18.htm
https://timesupfoundation.org/work/times-up-impact-lab/times-up-measure-up/its-time-to-care-the-economic-case-for-investing-in-a-care-infrastructure/
https://www.georgetownpoverty.org/wp-content/uploads/2019/08/Georgetown_PLUS-PaidFamilyMedicalLeaveOpportunity-20190804.pdf
https://iwpr.org/iwpr-publications/report/providing-unpaid-household-and-care-work-in-the-united-states-uncovering-inequality/
https://womenswealthgap.org/wp-content/uploads/2020/04/OnTheMargins_April2020_CWWG.pdf
https://www.oecd.org/els/soc/PF2_1_Parental_leave_systems.pdf
https://www.whitehouse.gov/briefing-room/statements-releases/2021/04/28/fact-sheet-the-american-families-plan/
https://waysandmeans.house.gov/media-center/press-releases/chairman-neal-unveils-groundbreaking-proposal-reshape-american-economy

