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FACT SHEET:
Paid Family and Medical Leave Policies Help Small Businesses
Thrive

In today’s competitive labor market, it is important for states to foster an environment where
small businesses can thrive. Statewide paid family and medical leave policies ensure that
employers can support workers’ family and medical needs and retain their workforce, without
any substantial burden on the business. In fact, state paid family and medical leave programs
have been proven to lead to savings through improved retention, productivity, and worker well-
being. The value of these programs is especially significant for small business owners, who often
view their employees as family, but may have fewer resources to provide paid leave without
additional support. Comprehensive paid family and medical leave policies, which have been
successfully enacted in 13 states and D.C., reduce the administrative and cost burden on
employers and allow small businesses to provide this crucial benefit to their valued employees.

Comprehensive paid family and medical leave policies reduce costs and
administrative burdens for small businesses.

e The data-driven paid family and medical leave approach that has been adopted by 13
states is structured as a social insurance program that shares costs and covers nearly all
workers. By contributing a small amount—typically less than the cost of a cup of coffee--
each week, employees and/or employers pay into a fund that provides paid leave to care
for a new child, personal medical emergency, or family member’s serious illness.

e  When paid family and medical leave is managed through a state program, much of the
administrative burden is removed from small businesses. The state handles the processing
of leave applications, benefit payments, and compliance issues. This reduces the need for
small businesses to develop and manage their own leave programs, freeing up critical
time and resources.

e This successful approach has already been enacted in 13 states plus D.C. and is proven to
support small businesses in a cost-effective manner.* As detailed below, a majority of
these programs allow small businesses below a certain employee threshold to participate
and provide paid leave to their employees at no cost to the employer.

Comprehensive paid family and medical leave is proven to boost retention,
productivity, and profits.
e A 2019 analysis of firms’ outcomes after implementing paid leave found that, on average,
they experienced 4.6 percent greater revenue and 6.8 percent greater profit per full-time
equivalent employee.?
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Without supportive state policies, small businesses are at a competitive disadvantage, as
larger employers are often better equipped to provide this benefit out-of-pocket.?
Paid leave improves retention, recruitment, morale, and productivity, all of which
contribute to the success of small businesses.*
o Small businesses that cannot afford to offer the same generous leave benefits as
larger companies are at a competitive disadvantage for hiring.®
o Small businesses that offer paid leave see it as a necessity to recruit and retain
talented employees, and those that don’t offer this benefit report that it is more
challenging to hire.®
A study in one state found that small businesses saw a 14% decrease in their per-worker
labor costs when workers took paid family leave. The smallest businesses saw the
greatest percentage-based savings.’
In another state, approximately two-thirds of small businesses reported no increase in
overtime pay costs due to the state paid family leave law,® and researchers have found
that other employees do not resent absent co-workers.®

Comprehensive paid leave policies can be designed to address the unique needs
of small businesses.

Small businesses already navigate their employees’ family caregiving and medical leave
needs. However, without additional support, many small businesses struggle to provide
paid leave on their own,'? and paid leave policies from private insurers are often not an
affordable option.!t

Many states have enacted policies to proactively support the ability of small businesses to
provide paid family and medical leave. For example:

o Small businesses below a certain employee threshold in Washington, Oregon,
Massachusetts, Maryland, Maine, and Colorado are able to participate in the
statewide paid leave program and provide this benefit to their employees at NO
COST to the employer.*?

o Rhode Island, Connecticut, and California have enacted paid family and medical
leave programs that are entirely funded by employee contributions.®

o In Washington!* and California,*® small businesses can apply for paid family
leave grants to help cover expenses such as cross-training existing staff, hiring
and training new or temporary employees, or ensuring business continuity during
employee absences.

In states with comprehensive paid family and medical leave policies, small
business owners are overwhelmingly supportive.

In one survey, 91% of small business owners said that paid leave laws had a “positive
effect” or “no noticeable effect” on profitability and performance. A large majority of
employers also reported positive or neutral effects on productivity (88.5%) and employee
morale (98.6%).16
o As Tony Sandkamp, small-business owner of Sandkamp Woodworks in Jersey
City, New Jersey, put it, “The low costs associated with the plan are more than
outweighed by the benefits. I know my staff members are in a great place to grow
with the company, and turnover and training costs have been nearly wiped from
my balance sheets.”*’
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e According to a 2023 survey, a large majority of California small business owners support
the state’s paid family leave policy and even support expanding the law to increase access
for workers.!8
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