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EXECUTIVE SUMMARY

M ANY private-sector organizations in the US are taking a new look at
paid family leave—paid time off to enable employees to care for a
new child or an ill family member. While overall coverage in the US is low,
increasingly diverse companies are starting to see a compelling business
case for providing or expanding these benefits. This report builds on BCG’s
examination of the family leave policies of more than 250 companies, as
well as in-depth interviews with 25 HR leaders at large organizations and
with representatives of business groups and other stakeholders.

Over the last two years, a growing number of organizations have
expanded or have begun offering paid family leave benefits to their
US employees. But overall coverage in the US is low and uneven.

e The US is one of just eight countries—and the only member of the
Organisation for Economic Co-operation and Development—
with no national policy mandating paid maternity leave for
workers. This is the case despite broad consensus on the policy’s
benefits for workers and the growing need and demand for paid
family leave.

e With changing workforce demographics and caregiving arrange-
ments, the need for paid family leave is increasing. The number of
dual-income households is rising, and as the population ages, more
and more workers are caring for ill or elderly family members.
These trends create additional impetus for employers to develop
policies that recognize and support the realities of employees’
lives outside of work.

e In the absence of a federal policy, it is employers that decide
whether to offer paid family leave and how much. Currently, only
14% of the US workforce is covered by an employer-sponsored paid
family leave program. Workers in the highest income quartile are
three and a half times more likely to have access to paid family
leave than those in the lowest income quartile.
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e While employers in high-wage industries, such as technology,
financial services, and professional services, have been first movers
in offering paid family leave, companies in a variety of other
sectors, and even a government agency, have also recently adopted
such policies or enhanced existing ones. Examples include Hilton,
IKEA, Union Square Hospitality Group, and the US Department of
Defense.

The most current research and our interviews with companies
providing paid family leave show that the policy offers signifi-
cant benefits not only to workers and their families but also to
employers.

e Paid family leave policies can boost employee retention, reducing
turnover costs and helping to diversify company leadership teams.
After Google, Accenture, and Aetna enhanced their policies,
attrition of female employees following the birth of a child
decreased significantly.

e Paid family leave can improve a company’s ability to attract
talented employees. For some, it can serve as a differentiator in
industries where paid family leave is uncommon. For others, paid
family leave is table stakes in attracting talent from industries such
as technology, where such policies are more common.

e By demonstrating a commitment to employees and their families,
paid family leave policies are a powerful way to reinforce a
company’s values, aligning them with employee benefits and the
employee experience.

e Paid family leave policies lead to improvements in employee
morale, engagement, and productivity. One study found that more
than 80% of companies that offered paid family leave saw a
positive impact on employee morale, and more than 70% reported
an increase in productivity.

e New and enhanced paid family leave policies tend to attract
significant attention from the media, burnishing a company’s
reputation.

Though the benefits can be hard to measure, companies report
that the payoff from offering paid family leave exceeds the costs.
And companies report that they are able to manage the costs of
their programs through thoughtful design.

e Among companies that have implemented such policies, paid family
leave has generally helped or had no effect on their bottom line.
The companies we studied reported a positive return on invest-
ment, particularly relative to other benefits they could provide.

e Companies are often able to manage the labor costs associated
with paid family leave by using existing employees to cover for
workers on leave, rather than bringing in temporary workers.
Indeed, most employers report that shifting work to other employ-
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ees is the approach they use most often. Studies show that in the
majority of cases, employees experience no negative effects
stemming from colleagues taking time off.

e Companies are designing programs to fit their business context
and workforce needs through careful decision making about when
leave can be taken, for how long, and the amount of pay that
employees on leave will receive.

Our research suggests that there are five main imperatives in de-
signing a paid family leave policy.

e The policy should reflect the company’s values. Recently, there has
been a trend toward more inclusive policies—providing equal
amounts of leave for male and female parents, covering birth,
adoption, and surrogacy, and covering both salaried and hourly
workers. A few companies also provide paid leave to care for an ill
family member, ensuring that all employees—and not just par-
ents—have equal access to the benefit.

e Keep in mind that the amount of leave is not the only value driver.
The recent trend is toward more time off, but flexibility—offering
nonconsecutive weeks off, for example, or the option to take a
longer leave at less pay—can sometimes be just as important to
employees.

e Company leaders should set the standard by encouraging the use
of the policy and taking time off themselves when they need it. As
visible champions, they can foster a sense of normalcy around
paid family leave and let employees know that they will be
supported when they take advantage of it.

e Support systems are crucial, both for those on leave and for those
covering for them while they are gone. These can include HR
processes and checklists for managers handling leaves, and
systems to help employees ramp down before they go on leave and
ramp up once they return.

e Just a small number of metrics are needed to measure the success
of a policy. These can include statistics on usage, employee
replacement costs, retention rates among employees who have
taken leave, and employee perceptions of the program.
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INTRODUCTION

TAKING ANOTHER LOOK AT PAID FAMILY LEAVE

GROWING NUMBER OF COMPANIES are

moving to provide paid family leave for
their US employees—and they’re not all in
industries you might expect.! In addition to
technology, financial services, and profession-
al services firms, such organizations include
food and beverage manufacturers, retail and
food services companies, and even a govern-
ment agency. Moreover, while paid family
leave has traditionally been available only to
birth mothers, companies are now making
their policies much more expansive (covering
all types of employees) and inclusive (cover-
ing all parents, all types of families, and a
variety of personal events, such as the illness
of a family member).

The employers we reviewed
all see clear business bene-
fits 1n providing paid leave.

While the trend toward providing paid family
leave—either for the first time or with im-
provements to an existing policy—is well doc-
umented, it is not always clear why these or-
ganizations have decided to offer this benefit
to their workers. To better understand this
phenomenon, BCG examined policies across
more than 250 companies and conducted in-
terviews with 25 HR leaders at large organi-
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zations, as well as with representatives from
business associations, advocates of paid fami-
ly leave, and union leaders.

We found one common thread among the
employers we reviewed: they all believe

that paid family leave is good for their work-
ers—and they see clear business benefits

in providing it. They find that it makes
employees more likely to remain with the
company following critical life experiences,
such as having a child or caring for an ill
family member, and that it helps the com-
pany cultivate better employee talent, en-
gagement, morale, and productivity. Paid
family leave is also a way for companies to
signal their values—their commitment to
inclusion and diversity or overall support for
their employees and a balanced work-family
life. The benefit confirms those values inter-
nally and can also burnish the company’s
brand externally. Moreover, the employers
we studied have found ways to manage the
costs of paid family leave through thoughtful
design.

Certainly, not every organization will con-
clude that it makes sense to cover the costs of
paid family leave, and a national policy
would almost certainly be required to provide
full and equal access to paid family leave for
all US workers. But there is mounting evi-
dence that those that do stand to reap sizable
and lasting benefits.



NOTE

1. The terminology associated with paid leave can be
duplicative and confusing. For the purposes of this
report, disability leave is defined as paid leave provided
by an employer (through disability insurance) while an
employee recovers from a nonwork-related short- or
long-term disability, such as childbirth. Maternity/
paternity/parental leave is provided to the mother or
father at the time of a child’s birth (by either the
biological mother or a surrogate), adoption, or foster
care placement. Primary- and secondary-caregiver leave

is the gender-neutral term for maternity/paternity leave,
with the designated primary caregiver typically
receiving a longer period of leave than the secondary
caregiver. Paid family leave covers parental leave but is
also provided to care for a family member with a
qualifying illness. The US Bureau of Labor Statistics
defines paid family leave as “leave [that] may be
available to care for a newborn child, an adopted child,
a sick child, or a sick adult relative. Paid family leave is
given in addition to any sick leave, vacation, personal
leave, or short-term disability leave.”
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N THE US, IT is primarily employers that
determine whether employees have access
to paid family leave—paid time off to care for
a new child or an ill family member. Though
coverage in the US has been low and uneven

to date, in large part because no national
policy exists, an increasing number of
companies across a variety of sectors are now
moving to offer these benefits.

Absent a Federal or State Policy,
Paid Family Leave Is Employer
Driven

The US is one of just eight countries—and
the only member of the Organisation for Eco-
nomic Co-operation and Development—with
no national policy mandating paid maternity
leave for workers. According to the World Pol-
icy Analysis Center, the only other countries
that don’t have this benefit are Papua New
Guinea, Suriname, and five island nations in
the Pacific. Meanwhile, there is widespread
consensus on the benefits of the policy for
workers and their families. (See the sidebar
“The Impact of Paid Family Leave on Work-
ers and Families.”)

To date, only three US states (California, New
York, and Rhode Island) have implemented
paid family leave programs, and five states
(California, Hawaii, New Jersey, New York,
and Rhode Island) guarantee workers’ access
to paid temporary disability leave.! In the rest
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THE CHANGING DYNAMICS
OF PAID FAMILY LEAVE

of the country, the only related benefit is
provided by the Family and Medical Leave
Act, which ensures 12 weeks of job
protection—but not pay—for some
employees of companies with a workforce of
more than 50. Consequently, whether to
provide wages during family or medical leave
is left to employers to decide.

Only 14% of the US workforce has access to
employer-sponsored paid family leave in
order to care for a new child or a sick family
member. Coverage has increased just 3
percentage points, from 11% to 14%, since
2010, and the coverage that is available is
concentrated among certain segments of
workers. Workers in the highest income
quartile are three and a half times more
likely to have access to paid family leave than
those in the lowest income quartile. Similarly,
coverage is three times greater among full-
time workers than among part-time workers.
(See Exhibit 1.)

These disparities are particularly noteworthy
because—while all employees stand to bene-
fit from paid family leave policies—low-
income and part-time employees are likely to
gain the most. Indeed, in the US Census Bu-
reau’s 2011 American Time Use Survey, ap-
proximately 20% of workers earning $830 or
less per week reported not taking leave
during a week when they needed it because
they couldn’t afford it, compared with ap-



THE IMPACT OF PAID FAMILY LEAVE ON WORKERS AND

FAMILIES

Much of the research to date on paid
family leave has focused on parental leave,
which has been shown to have far-reaching
benefits for infants and families. It is
associated with lower infant and post-
neonatal mortality rates, higher immuniza-
tion rates, and a greater likelihood that the
mother will breastfeed for a longer period.
One study even suggests that the children
of women who take maternity leave are
more likely to finish high school and have
higher earnings decades later.?

Longer maternity leaves, specifically, are
associated with fewer symptoms of mater-
nal depression after the birth of a child.
Paid maternity leave has also been shown
to increase the number of women in the
workforce and to improve their average
wages. This benefit likely stems from the
fact that women who have access to paid
leave are more likely to take time off (or
more time off) and are less likely to drop
out of the workforce altogether as a result.?

Paid leave for nonbirth parents, meanwhile,
gives them more time to bond with their
child, which may improve his or her mental
development.?® In addition, it has been
shown that paid paternity leave enables
women to return to work more quickly,
increasing their participation in the
workforce.* Notably, men are unlikely to
take leave at all unless it is paid.®

Paid leave may also reduce family stress in
the important early part of a child’s life.
This includes stress resulting from financial
pressures, since parents who take paid
leave are less likely to need federal assis-
tance in the first year after a child’s birth
than those who do not.®

As the US population ages, paid family
leave may have an important protective
effect on the earnings of older workers who
are juggling a paid job and (unpaid) care
for a family member. One study has
suggested that adults over the age of 50

who leave the workforce to care for an
aging parent lose more than $300,000 in
income, Social Security benefits, and
retirement savings.”

NOTES

1. Pedro Carneiro, Katrine V. Lgken, and Kjell G.
Salvanes, “A Flying Start? Maternity Leave Benefits
and Long Run Outcomes of Children,” Institute for
the Study of Labor (IZA) Discussion Paper 5793, June
2011.

2. US Census Bureau, “Maternity Leave and
Employment Patterns of First-Time Mothers,
1961-2008,” October 2011; Eileen Appelbaum and
Ruth Milkman, “Leaves That Pay: Employer and
Worker Experiences with Paid Family Leave in
California,” Center for Economic and Policy Research
(and other organizations), 2011; Linda Houser and
Thomas Vartanian, “Pay Matters: The Positive
Economic Impacts of Paid Family Leave for Families,
Businesses and the Public,” Rutgers Center for
Women and Work, January 2012.

3. Jacinta Bronte-Tinkew et al., “Involvement Among
Resident Fathers and Links to Infant Cognitive
Outcomes,” Journal of Family Issues, January 2008.

4. Elina Pylkkanen and Nina Smith, “Career
Interruptions Due to Parental Leave: A Comparative
Study of Denmark and Sweden,” OECD Social,
Employment and Migration Working Papers No. 1,
March 2003.

5. Brad Harrington et al., “The New Dad: Take Your
Leave,” Boston College Center for Work and Family,
2014; Appelbaum and Milkman, “Leaves That Pay.”
6. Houser and Vartanian, “Pay Matters.”

7. “The MetLife Study of Caregiving Costs to Working
Caregivers: Double Jeopardy for Baby Boomers
Caring for Their Parents,” MetLife Mature Market
Institute; National Alliance for Caregiving; and Center
for Long Term Care Research and Policy, New York
Medical College, June 2011.
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EXHIBIT 1 | Paid Family Leave Coverage in the US

EMPLOYER-SPONSORED PAID FAMILY LEAVE
COVERAGE NATIONALLY COVERAGE BY WAGE QUARTILE
% of workers TN
14 ~3.5X
13 13 P ¢
12 12 12 22%
11 12% 15%
6%
Lowest-paid Second- Third- Highest-paid
workers lowest-paid lowest-paid workers
workers workers
COVERAGE OF FULL- AND PART-TIME WORKERS
(30)
" \y
16%
5%
2010 2011 2012 2013 2014 2015 2016 Part-time Full-time

Source: US Bureau of Labor Statistics, National Compensation Surveys, 2010 through 2016.
Note: Includes workers in the private nonfarm economy (excluding private households) and public-sector workers (excluding the federal
government).

proximately 6% of workers earning more than
that amount.?

Demand Is Increasing

Three shifts have caused an uptick in demand
for paid family leave policies. First, far fewer
families have a stay-at-home parent who can
care for a newborn or newly adopted child or
an ill family member. Indeed, among women
with children under the age of 18, more than
70% are in the labor force, compared with
less than 50% in the mid-1970s.

The increasing participation of women in the
workforce has contributed to changes in care-
giving, and particularly in parenting. For ex-
ample, the Families and Work Institute’s Na-
tional Study for the Changing Workforce
found that among men working more than 20
hours per week in 1977, 74% agreed that they
should be the earners and that women
should care for the children, compared with
only 40% in 2008.> And while most studies
suggest that household labor is still divided
along gender lines, a 2015 study by the Pew
Research Center found that in households in
which both parents work full time, the distri-
bution of domestic labor is more equal than
in those in which the mother is unemployed
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or working part time. Moreover, for the ma-
jority of couples in which both parents work
full time, the career of neither spouse takes
precedence over the other’s.*

Finally, an increasing portion of the work-
force is helping to care for aging parents—

a trend that is only expected to intensify. In-
deed, the American Time Use Survey found
that in 2013 and 2014, approximately 16% of
the population was caring for someone over
the age of 65. Within this group, nearly 45%
were providing care daily or several times a
week, and more than 20% were also caring
for children younger than 18.5

The bottom line: there are fewer households
with a full-time caregiver, both parents are in-
creasingly involved in caring for their chil-
dren, and the burden of caregiving overall is
growing.

Diverse Industries Are
Responding

The movement to offer or expand paid family
leave began in industries such as technology,
financial services, and professional services,
where competition for small pools of talent,
and hence salaries, are both high. These com-



petitive dynamics, as well as typically high
levels of profitability, have encouraged com-
panies in these sectors to provide generous
benefits and to match those of competitors.
For example, according to data from the Bu-
reau of Labor Statistics, paid family leave cov-
erage in finance, insurance, and information,
as well as in professional, scientific, and tech-
nical services, grew by more than 10 percent-
age points from 2010 to 2016. While coverage
is still low even in these sectors—no more
than 40% in 2016—the percentage of workers
able to take advantage of such policies is sig-
nificantly higher than in other industries.
(See Exhibit 2.)

That said, over the past two years, paid family
leave has been gaining ground in sectors with
lower average wages, such as manufacturing,
accommodation and food services, and retail.
The policies now offered by companies such
as Hilton, Union Square Hospitality Group,
and IKEA, among others—as well as by

companies in technology, financial services,
and professional services—also tend to be
more equitable and generous than policies
that were typically offered in the past. (See
Exhibit 3.) Many provide equal time off to
men and women, and most also cover their
entire US workforce—that is, both hourly and
salaried workers, regardless of job function.

NOTES

1. New York State has passed a bill providing paid
family leave to workers, but it will not be implemented
until 2018. The District of Columbia has passed a paid
family and medical leave bill, which is expected to
begin providing benefits in 2020.

2. US Bureau of Labor Statistics, American Time Use
Survey, 2011, Table 7, “Wage and Salary Workers Who
Adjusted Their Schedule or Location at Their Main Job:
Reasons for Not Taking Leave by Selected
Characteristics.”

3. Ellen Galinsky et al., “Times Are Changing: Gender
and Generation at Work and at Home,” Families and
Work Institute 2008 National Study for the Changing
Workforce, rev. August 2011.

EXHIBIT 2 | As Wages Increase, So Does Paid Family Leave Coverage

Coverage (%)

50
40
30 Manufacturing
Transportation
and warehousing
20 Other
services
Retail trade
10
Accommodation
and food services

Educational
services

Finance and insurance

Information

Professional, scientific, and
technical services

Health care and social assistance
------------------------------------------- Average: 14%

O utilities
Real estate and rental & leasing

Construction

Administrative and support and waste
management and remediation services

O Coverage up 10+ percentage points since 2010
O Coverage up 2-9 percentage points since 2010

100,000
Average annual wage ($)

O Coverage up 1 or <1 percentage point since 2010
O Bubble size = relative number of employees

Sources: US Bureau of Labor Statistics, National Compensation Surveys, 2010, 2015, and 2016, and National Industry-Specific Occupational

Employment and Wage Estimates, 2015.

Note: Paid family leave coverage data for the private sector; national average includes public-sector workers (excluding the federal government).

THE BOSTON CONSULTING GROUP | 11



EXHIBIT 3 | Companies in Diverse Sectors Have Begun Offering More Generous Family Leave

Coverage

DEPARTMENT
OF DEFENSE

DISCOVERY
COMMUNICATIONS

HILTON HOTELS
AND RESORTS

JOHNSON &
JOHNSON

RACETRAC

UNION SQUARE
HOSPITALITY
GROUP

@ Extended leave m Made gender neutral @

NEW POLICY

ORIGINAL POLICY

POLICY CHANGE

o 12 weeks disability leave for birth mothers
o 10-day paternity leave

o 12 weeks parental leave (plus 6 to 8 weeks
disability leave for birth mothers)

o 12 weeks leave to care for an ill family member

o 10 weeks leave for birth mothers
o 2 weeks leave for all other parents

» 12 to 16 weeks parental leave depending on tenure
(plus 6 to 8 weeks disability leave for birth mothers)

o First half of parental leave is at full pay, second half
at half pay

o All hourly workers covered, regardless of hours
worked per week

» 8 weeks parental leave (plus 6 to 8 weeks disability
leave for birth mothers)

o 1 week “work, personal, family” leave

» 8 weeks primary-caregiver leave (headquarters staff
only; disability leave run consecutively)

» 2 weeks secondary-caregiver leave (headquarters
staff only)

o 4 weeks full pay, 4 weeks 60% pay parental leave
(disability leave run consecutively)

o Expanded policy to cover all workers, including
hourly

Sources: Company announcements; press; BCG interviews.
Note: Parental and primary-/secondary-caregiver leave apply to all types of parents (fathers, adoptive parents, etc.). Many policies are contingent
on an employee’s working for the organization for a certain period of time (such as six months or a year); most policies do not cover bargaining

(union) workers, whose contracts are negotiated independently.

o 6 weeks disability
leave for birth mothers

o 10-day paternity leave

* 6 to 8 weeks disability
leave for birth
mothers

o 4 weeks parental leave

e Partially paid
maternity leave (for
some employees)

» 6 to 8 weeks disability
leave for birth mothers

o 1 week parental leave

« 6 to 8 weeks disability
leave for birth mothers

o 1 week parental and 1
week “work/family”
leave

« Voluntary short-term
disability leave for
birth mothers
(employee paid)

o Paid parental leave
(pilot at headquarters)

« Voluntary short-term
disability leave for
birth mothers
(employee paid)

More categories of workers covered
(e.g., hourly workers or those with an ill family member)

4. Pew Research Center, “Raising Kids and Running a
Household: How Working Parents Share the Load,”
November 4, 2015.

5. US Bureau of Labor Statistics, “Unpaid Eldercare in
the United States—2013-14 Data from the American
Time Use Survey,” press release, September 23, 2015.
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THE BUSINESS CASE FOR

HILE IT’S NOT A surprise that paid
family leave is good for workers, we
found that these policies are also good for

PAID FAMILY LEAVE

costs. These include improved employee
retention, the ability to attract the best talent,
reinforced company values, improved em-

business. We found that paid family leave can  ployee engagement, morale, and productivity,

deliver significant rewards that outweigh the

and enhanced brand equity. (See Exhibit 4.)

EXHIBIT 4 | Five Benefits of Paid Family Leave

IMPROVED
EMPLOYEE RETENTION

BETTER
TALENT ATTRACTION

REINFORCED
COMPANY VALUES

IMPROVED EMPLOYEE
ENGAGEMENT, MORALE
AND PRODUCTIVITY

ENHANCED
BRAND EQUITY

Source: BCG interviews and analysis.

« Women with paid family leave are 93% more likely to be working one
year after the birth of a child than those who take no leave

o After improving their policies, Google, Accenture, and Aetna saw a
reduction in attrition of female employees following the birth of a child

« In a Deloitte survey, 77% of workers said that paid family leave could
sway their choice of employer

» Reinforcing the organization’s values is the benefit of an improved
paid family leave policy most frequently cited by the company leaders
we interviewed

e In an EY survey, more than 80% of companies with paid family leave
reported a positive impact on morale

« More than 70% also reported a boost in productivity

« Improving a paid family leave policy tends to attract significant
attention in the media, which can burnish a company’s brand

e This can be particularly true for early movers in an industry or for
companies offering a new or more expansive policy
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Employee Retention

Talent retention is one of the primary rea-
sons cited by employers to provide paid fami-
ly leave. According to one study, women who
take paid leave are 93% more likely to be in
the workforce 9 to 12 months after a child’s
birth than women who take no leave.! Un-
paid leave, too, can help women return to
work, but its effect is likely not as strong,
since the ability to take advantage of such a
policy may be limited by financial needs.

Importantly, paid leave also makes it more
likely that women will return to work for the
same employer. When Google increased its
paid maternity leave program from 12 to 18
weeks, the rate of female turnover after
maternity leave was reduced by 50%.
Similarly, after it extended paid leave from 8
to 16 weeks, Accenture saw a 40% decrease in
female attrition following the birth or
adoption of a child. And when Aetna
expanded its maternity leave policy, the

DEPARTMENT OF DEFENSE

percentage of women returning to work
jumped from 77% to 91%.>

These retention benefits hold for low-wage
workers as well. A study in California found
that among employees in “low quality”
jobs—positions paying less than $20 per hour
and offering no health benefits—nearly 83%
of those who used the state’s paid family
leave returned to their same place of employ-
ment. In contrast, 74% of those who did not
take advantage of the policy returned to their
employer after a family leave.’

Public-sector organizations are also using
paid family leave to retain women. The US
Department of Defense, for example, lever-
aged the private sector’s experience to make
the case for expanding its disability leave for
birth mothers from 6 to 12 weeks, in part to
retain women in the armed forces. (See the
sidebar “Department of Defense: Finding
New Ways to Attract and Retain Women.”)

Finding New Ways to Attract and Retain Women

When Brad Carson took on his role as
Under Secretary of Defense for Personnel
and Readiness, he knew that the Depart-
ment of Defense had a challenge attracting
and retaining women. “Women account for
20% of the armed forces, and that number
has stagnated over time,” said Carson, who
left the DoD in 2016 and is now a BCG
advisor. “After their first term of service,
women leave the military at rates 30% to
50% higher than men do.”

Parental leave became a major priority for
Carson. At the time, the DoD was providing
six weeks of paid leave for birth mothers
through its disability leave program. Under
the laws that govern the DoD, the depart-
ment can expand disability leave, but it
needs congressional approval to expand
paid time off.

In exploring the case for expanding leave
for birth mothers, Carson turned to the
private sector. “We knew that when Google
expanded its parental leave policy, it saw
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the retention rate of women after materni-
ty leave increase by 50%. That was exactly
the kind of change we were looking for, and
it provided a clear economic rationale for
making this move. Yes, we would lose a
little bit of productivity while women were
out, but if that helped them stay in their
roles longer, it was worth it.”

In January 2016, the DoD expanded its
disability leave policy to 12 weeks for birth
mothers, alongside other initiatives to
support families in the military. These
programs include increasing the hours that
DoD-subsidized child care centers are open
and piloting an egg- and sperm-freezing
program for those who want to delay
childbearing. While it’s too early to confirm
the benefits of these programs on employ-
ee retention and talent attraction, Carson
feels confident that they will make a
positive difference.



Talent Attraction

As demand grows for paid family leave, it’s
not surprising that such policies are an in-
creasingly popular differentiator for compa-
nies looking to attract the right talent. In-
deed, in a 2016 survey by Deloitte, 77% of
workers with access to benefits reported that
the amount of paid parental leave had some
influence on their choice of one employer
over another.*

The policies are a differentia-
tor for companies looking to
attract the nght talent.

As more and more employers provide paid
family leave, they create pressure on others to
do the same. Companies facing intense com-
petition for talent from companies in fields
like technology have already started to expe-
rience this dynamic. Robin Benoit, managing
director and head of global benefits at State
Street Corporation noted, “Having a strong
parental leave policy is aligned to what we’re
trying to do culturally. We want to be a posi-
tive place for working parents. The competi-
tion for talent is fiercer than ever, and we rec-
ognize that a broader and more innovative
set of benefits is necessary to bring in that
quality talent.”

Today, this way of thinking about paid family
leave applies primarily to those recruiting
from very specific talent pools. But that is
changing—and the pressure could build fur-
ther as increasingly diverse companies start
to adopt paid family leave or improve exist-
ing policies.

Reinforced Company Values

For many companies, expanding paid family
leave is driven by a set of values and a desire
to reinforce them throughout the organiza-
tion. As Lisa Blair Davis, vice president of
global benefits at Johnson & Johnson, told us,
“In our credo, we talk about responsibility to
our employees. We believe that family comes
first and are pleased to offer family benefits
which show our strong support for the mod-

ern-day family, no matter what shape that
family takes.” Paid family leave can thus sig-
nal a company’s commitment to its employ-
ees. Further, it can enable a company to show
its support for diversity and equality through
policies that are gender neutral, that provide
leave to care for sick family members, and
that cover same-sex couples, adoption, surro-
gacy, or foster care.

In addition to signaling a company’s values,
rethinking a paid family leave policy can be
critical to ensuring that those values and the
benefits offered to employees are in sync.
IKEA recognized the importance of living its
values in the recent expansion of its paid
family leave policy to cover its entire US
workforce—including those on its store
floors. “The starting point for everything we
do is our values and our vision, to create a
better everyday life for many people—which
includes our coworkers,” said Nabeela Ixtaba-
lan, IKEA’s US head of human resources.
“Plus, we believe in taking time off. We’re in
the business of home, and we encourage peo-
ple to take time at home.” This type of consis-
tency reinforces a company’s values and
avoids the disengagement that can arise
when those values are not in line with em-
ployees’ experience of the company.

Improved Engagement, Morale,
and Productivity

The companies we studied emphasized that
providing paid family leave translates into
better employee engagement, morale, and
productivity. Similarly, in EY’s 2016 study of
more than 1,500 employers, more than 80%
of those that offered paid family leave report-
ed a positive impact on employee morale,
and more than 70% reported an increase in
employee productivity.’

Paid family leave provides support to individ-
uals during challenging times in their lives.
Bringing a new child home or dealing with an
ill child or family member can be among
life’s most stressful experiences. Recognizing
this, many of the HR leaders we spoke with
emphasized that their business case is built
on the belief that when employees are able
to take off the time that they need, they are
better employees when they return to work
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than they would be had they taken no leave
or taken a shorter, unpaid leave.

These policies can improve morale and en-
gagement even among those not using the
program. “We believe that demonstrating
care and concern for your employees, even if
it only impacts a specific group, shows the en-
tire organization that you care about them,”
said Nichole Upshaw, executive director of
human resources at RaceTrac Petroleum, a
convenience-store chain in the Southeast.
“Knowing that the company cares helps peo-
ple bring their full selves to work and increas-
es their feelings of loyalty and overall
well-being.”

Leaders at Hilton echo this view. In Septem-
ber 2015, the company rolled out a paid pa-
rental leave policy for all employees (both
hourly and salaried), a benefit offered in ad-
dition to other employee investments such as
ten-day scheduling in advance, GED support,
and a new adoption assistance program
($10,000 per adoption, with no limit on the
number of adoptions).® When asked why they
had enhanced the benefits package, these
leaders emphasized that Hilton is a business

HILTON

of people serving people, and employees at
their hotels are the frontline of that business,
so offering benefits that are relevant to them
and which help to keep them engaged is a
real business imperative. Moreover, they un-
derscored that providing best-in-class bene-
fits is an important component of aligning
with the company’s mission of being the
most hospitable company in the world. (See
the sidebar “Hilton: Setting a New Standard
for the Hospitality Industry.”)

Enhanced Brand Equity

Improving paid family leave tends to draw
meaningful attention externally. The day af-
ter IKEA enhanced its policy, it saw coverage
in such media outlets as the Wall Street Jour-
nal, Fortune, Forbes, and the Washington Post,
among many others. Other companies, in-
cluding Hilton, likewise received significant
media attention, coverage that continued
well after the initial announcement. Notably,
both Hilton and IKEA announced something
that was new for their industries, suggesting
that there is a halo effect for those that take
an early position on this issue or design their
policies in an innovative way.

Setting a New Standard for the Hospitality Industry

When Hilton implemented its paid parental
leave policy, it knew it would be market-
leading. “When we reviewed our benefits,
we saw that we were on par from a compet-
itive standpoint,” reported Laura Fuentes,
senior vice president, talent and rewards, at
Hilton. (Hilton at the time provided
partially paid maternity leave for some
employees.) “However, from a value
proposition standpoint, we knew we could
do more than just the industry standard.
Yes, we knew this policy change would put
us ahead of the market, but that’s exactly
where we wanted to be.”

In September 2015, Hilton announced that
it would provide all new parents—including
fathers and adoptive parents—with two
weeks of fully paid parental leave and an
additional eight weeks to new birth
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mothers. This benefit is available to
everyone—from the CEO to the line cook
to the concierge. The company’s rationale
for covering its entire workforce was simple.
“At Hilton, our team members are at the
heart of our success,” Fuentes continued.
“It matters that we listen to their feedback
and support them any way we can, because
that’s how we live our purpose and values.
We believe policies like these will help our
business thrive because we are investing in
those who make our business successful.”

While the company sees competitive
advantages to providing paid parental
leave, it 1s supportive of companies that
make similar moves. “We’d welcome others
meeting us where we are,” said Fuentes.
“And we’re glad that we can show them
what’s possible in a business like ours.”



While media attention is not an end in itself—
and attracting it was not the reason why any
of the companies we studied had changed its
policy on paid family leave—positive press can
bolster a company’s brand. Johnson & John-
son, for example, saw more traffic to its web-
site on the day it announced its paid parental
leave policy than on any other day that year.

The Tradeoff Between Costs and
Benefits

In EY’s 2016 study, companies without a paid
family leave policy cited cost as their princi-
pal concern in adopting one. So what do com-
panies that have implemented such policies
say? First, while recognizing that the benefits
are often difficult to measure, they report
that the rewards outweigh the costs, particu-
larly compared with those of other benefits
they could provide. Second, they have been
able to manage the costs of their programs
through thoughtful design.

Measuring the Payoff. Given the difficulty of
estimating the benefits of a paid family leave
policy, few of the companies we studied
relied on a pure economic calculation when
making their decision. That said, empirical
evidence does suggest that among companies
that have implemented such policies, paid
family leave has generally helped or had no
effect on their bottom line. In EY’s study, for
example, 92% of companies with a paid
family leave policy reported that it had a
positive effect or no effect on profitability.

The companies we studied consistently rein-
forced the message that paid family leave of-
fers a healthy return. “Our benefits package
is intended to be extensive. We want people
at Facebook to not only feel supported, but
also to have the tools and resources to do
some of the best work of their lives, and our
benefits reflect that,” said Tudor Havriliuc,
an HR leader at the company. “You also have
to consider paid parental leave’s impact on
employee engagement and on your brand,
and especially on those you’re looking to
hire. To us, family leave makes good sense
and is the right thing to do. By giving people
four months of paid leave, we’re indicating to
them that we recognize how important fami-
ly is for both men and women.”

The retention benefits of paid family leave
can offset its costs. Those costs vary widely by
industry, but a 2012 review found that replac-
ing an employee typically costs around 21%
of his or her salary.” In addition, retention of
female employees supports their advance-
ment into senior positions, which, in turn,
helps diversify a company’s leadership
team—an outcome increasingly associated
with better company performance.

Indeed, the clothing company Patagonia has
found that its family-friendly policies, includ-
ing paid family leave, pay for themselves. It
has also seen firsthand how such programs
promote pay parity and equal gender repre-
sentation on the company’s leadership teams.
(See the sidebar “Patagonia: The Long-Term
View on Family-Friendly Programs.”)

Companies reinforced the
message that paid family
leave offers a healthy return.

Managing Costs. One of the main costs of a
paid family leave policy is the temporary
labor needed to replace workers on leave. But
many companies find they are able to cover
the work of absent employees with existing
staff, minimizing the program’s labor costs. For
example, in a survey of employers in Califor-
nia—where many employees are covered by
state policy—more than 95% reported that
they most commonly shift the work of exempt
employees on leave (those not entitled to
overtime pay) to other employees. And 63% re-
ported that this is the approach they use most
frequently for nonexempt workers as well.?
Further research has also shown that the vast
majority of workers whose colleagues take
leave feel no resentment toward them and
experience either a positive or no effect from
a colleague’s absence.’

Not every employee’s work can be covered by
existing staff, and some businesses will need
to take on temporary labor, which comes at a
cost. This is where policy design comes in—a
second way for companies to manage the
costs of a family leave program.
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PATAGONIA

The Long-Term View on Family-Friendly Programs

Patagonia has long been known for its
extensive family benefits package. The
company provides 16 weeks of paid leave for
birth mothers and 12 weeks for other new
parents, as well as for employees caring for
an ill family member and employees with an
illness of their own. It has run an onsite
childcare center for more than 30 years, with
teachers who visit employees’ homes before
their children enroll. It also allows employees
who travel on business to bring a child with
them and reimburses the travel costs for his or
her nanny, and it has made it easier for women
to breastfeed after they come back to work.

Having run some of these programs for
more than a decade, Patagonia can show
that they work. The company retains 100%
of the female employees who go on leave
after the birth of a child. “We’ve found that
women actually want to come back to work
after their leaves, and that’s in part because
they don’t have to sacrifice parenting to do

Many of the company HR leaders we spoke
with—and particularly those outside of the
technology, professional services, and finan-
cial services industries—stressed that they fo-
cused on a few key requirements, such as cov-
ering their entire workforce or making the
policy available to all types of families, in-
cluding adoptive parents and same-sex cou-
ples. They then adjusted the number of
weeks, the level of wage replacement, or the
flexibility of the policy to fit their business. In
this way, they designed policies that met their
business context as well as their workforce
needs.
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D ECIDING TO OFFER PAID family leave is
only the first step. The company then has
to design the program, ensure a successful
implementation, and track outcomes such as
usage rates, costs, and benefits. Our research
suggests that there are five main imperatives
in designing a paid family leave policy:

e Make sure the policy reflects the
company’s values.

e Remember that the amount of leave is not
the only value driver.

e Set an example at the top that encourages
employees to take the leave available to
them.

e Develop support systems for those on
leave and for those covering for them.

e Identify a small number of metrics to
measure success.

Reflecting Company Values

The design of a paid family leave program—
especially its inclusiveness—says a lot about
what a company stands for. Overall, policies
are becoming more inclusive, albeit in
different ways. (See the sidebar “Expanding
the Reach of Paid Family Leave.”) There are
three questions to answer regarding
inclusiveness:

LESSONS FROM

THE LEADERS

How will a parental leave policy
distinguish—if at all—among parents?
Increasingly, companies are offering equal
amounts of paid leave to parents of all
types. This means covering both male and
female parents, same-sex as well as
heterosexual couples, and parents who
bring a child into their family through
birth, adoption, foster care, or surrogacy.
(Of course, disability insurance ensures
that birth mothers often end up with a
longer total period of paid leave.) For
Johnson & Johnson, the desire to have a
gender-neutral policy was a significant
motivator in revising the company’s
family leave program.

Which categories of employees will be
covered? A growing number of compa-
nies are broadening the types of employ-
ees that they cover, such as part-time as
well as hourly employees. Union Square
Hospitality Group, for example, recently
announced that it would provide paid
leave to its entire workforce—including
servers in the company’s restaurants—
one of the first restaurant groups to do so
publicly.

Which caregiving needs will be cov-
ered? While many companies are still
offering only parental leave, some—in-
cluding Discovery Communications—have
expanded coverage to include paid leave
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EXPANDING THE REACH OF PAID FAMILY LEAVE

Companies across industries are designing
policies intended to make paid family leave
more inclusive. Efforts to increase inclusivi-
ty take many forms: covering all workers
uniformly, offering paid leave in an industry
that has rarely seen such coverage, or
designing a gender-neutral plan.

Union Square Hospitality Group

Union Square Hospitality Group, which in
2015 eliminated tipping in its restaurants,
has applied its penchant for ignoring
conventional wisdom to its benefits
program. “We hire true professionals who
desire a career in the hospitality industry,”
said Erin Moran, the company’s chief
culture officer. “Part of that is creating a
career ladder and offering benefits that
meet your personal needs as they evolve.”

In 2015, Union Square piloted paid paren-
tal leave in the corporate office, with the
ultimate goal of extending the benefit to all
hourly workers. The challenge was to
design a program that helped employees
without compromising the business. More
than 80% out of roughly 1,800 employees
work in the company’s restaurants as
hourly workers; an absence almost always
means bringing in another employee to
cover the shift.

Only 5% of workers in the accommodation
and food services sector have access to
employer-sponsored paid family leave, so
there was little precedent to follow. Ulti-
mately, the company settled on four weeks
of fully paid leave, with an additional four
weeks paid at 60%. “We really wanted to
get all of our employees to eight weeks of
leave, regardless of whether they were
hourly or salaried workers,” Moran said.
“To do that we sacrificed some pay for the
second half of the leave.” To blunt the
impact on costs, the company also elimi-
nated some paid-time-off policies that
weren’t being used. “By streamlining our
policies,” Moran reported, “we created
room for expanding our paid parental leave
policy for all workers.”
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Johnson & Johnson

The Johnson & Johnson credo emphasizes
commitment to employees. When Lisa
Blair Davis took on her new role as vice
president of global benefits, she saw an
opportunity to enhance the family leave
policy to meet the needs of the modern
family. At the time, new mothers were
entitled to disability leave, and all new
parents had one week of paid leave and a
year of unpaid leave. But one thing that
jumped out at her was the lack of support
for new fathers. “Women were taking the
unpaid leave and returning to work,” said
Davis. “But men were taking very little
leave around the birth of a child.”

To understand why, Davis and her team
dug into the research, especially studies
from the Boston College Center for Work
and Family showing that, while many men
want to play a more active role in the
home, they struggle to do so, in part
because they don’t take as much leave as
women around the time of a child’s
birth—a crucial time for establishing
caretaking norms. The center also found
that men are far more likely to take leave if
it is paid. “In working through this research,
we knew that we didn’t want a primary-/
secondary-caregiver policy,” Davis recalled.
“We wanted one policy that acknowledged
that both parents should have the chance
to be active in the early part of a child’s
life.”

In 2015, Johnson & Johnson rolled out a
new policy giving all parents, regardless of
gender, eight weeks of paid leave. Birth
mothers have an additional six to eight
weeks of disability leave, depending on how
the baby was delivered. The policy also
allows employees to take leave in half-day
increments throughout the first year of a
child’s life. “We tried to create a policy in
which every family can design their leave in
the way that is right for them, regardless of
their family situation, gender, or how they
bring a child into the home,” Davis said.



to care for an ill family member. There are
two advantages to this type of policy. It
meets the need of increasing numbers of
employees to care for aging parents. And
it ensures that all employees have access
to paid family leave benefits, not just
those who are planning to have children.

Weeks Off: Not the Only Value
Driver

While there is incomplete data and a lack of
consensus on the “right” duration of paid
family leave, the International Labor Organi-
zation recommends at least 14 weeks of ma-
ternity leave and at least some paternity
leave. Today, most companies that have a pol-
icy offer less than 14 weeks of maternity
leave (and even less for adoption or second-
ary-caregiver leave). However, the more than
60 companies we reviewed that have changed
their policies in the last two years are on av-
erage offering more. (See Exhibit 5.)

That said, duration is only one source of val-
ue. A policy that gives employees flexibility
in when they take their leave, for example,

may be of greater value than a longer but
more rigid policy. Flexibility may mean allow-
ing employees to take nonconsecutive weeks
off, or providing either full pay for a certain
number of weeks or half-pay for a period
twice as long. Flexibility may be particularly
important for employees who need to care
for a family member with a chronic illness
that requires intermittent care.

Setting an Example at the Top

Even the best-designed policy will not have
an impact if employees don’t feel comfort-
able taking advantage of it. This may be a
particular risk for paternity and caregiver
leave, which are less likely than maternity
leave to be widely accepted in the workplace.

Strong signals—especially from the top—can
make a difference. Our research shows that
one of the most powerful ways to establish
norms is to have those in leadership positions
model the desired behaviors themselves. This
means ensuring that senior leaders take leave
when they need it. Companies should also
broadcast their commitment to those who go

EXHIBIT 5 | There Is No Consensus on the Appropriate Amount of Parental Leave
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Sources: International Labor Organization; NPR, “A Pediatrician’s View of Paid Parental Leave,” October 10, 2016; Society for Human Resource

Management; BCG analysis.

Note: The “recent movers” database comprises 68 companies; the full database comprises 266 companies.
10ften includes disability as well as parental leave at companies that offer both.
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on leave by referring to it, as appropriate, in
staff meetings, sharing the experiences of em-
ployees on leave, or regularly informing em-
ployees about the number of people taking
leave. These seemingly small actions create a
sense of normalcy about paid family leave
and remind employees that they will be sup-
ported if they take advantage of the policy.

Support Systems

Though most companies are well equipped to
handle employee absences, they can be dis-
ruptive—both for those going on leave and
for those covering for them—if not handled
appropriately.

t’s essential to ensure that
employees are not penalized
for taking leave.

There are several ways to address these
challenges. A number of companies
emphasize the importance of creating
smooth off and on ramps for workers about
to take leave or returning to work. At Geben
Communication, a small public-relations firm
in Ohio, employees can work at home, in the
office, or anyplace they choose during their
first two weeks back on the job. In other
companies, off- and on-ramping may consist
of informal discussions between employee
and manager to prioritize and delegate work.
In still other companies, work-life coaches
help not only with off- and on-ramping and
managing leave but also with establishing a
manageable work-life balance for employees
when they return.

It’s essential to closely examine advancement
and promotion metrics to ensure that
employees are not penalized for taking leave
and are able to do well once they return.
Organizations in which compensation is
based on billable hours, for example, may
want to consider reducing billing targets
around the time of a leave, on the
assumption that the employee will not be
working at full capacity immediately before
and after taking time off.
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Companies should also consider how to sup-
port managers and those covering for em-
ployees on leave to ensure that they have a
positive experience with the policy as well.
Support systems can include a checklist out-
lining what managers need to do when an
employee goes on leave or regular communi-
cations between HR and the covering em-
ployees to make sure they’re comfortable
with any increased workload. One organiza-
tion put together a paid family leave “play-
book” for managers that provided guidance
on determining the best way to cover for
workers on leave and best practices for tran-
sitioning work between employees.

Metrics to Measure Success

Numerous metrics related to paid family
leave can be collected, but we recommend a
short list that can be used to quickly assess a
program:

e Usage Statistics. In order to manage
costs—and better tailor a program to
specific business needs—companies
should track who is taking paid time off
and for how long, as well as temporary
labor replacement costs. This type of data
can also help determine the types of leave
that are most in demand and how the
company’s benefit policies are actually
being applied.

e Benefits. Measures of a policy’s benefits
could include retention rates for employ-
ees who have taken leave or, to gauge the
policy’s impact on attracting talent, the
number or type of job applicants. Routine
employee surveys can capture trends in
engagement and morale.

e Employee Perceptions. To better under-
stand potential barriers to leave taking,
companies can integrate questions specific
to paid family leave into midyear or
end-of-year employee surveys.

PAID family leave can be a powerful differ-
entiator, an important signal of a compa-
ny’s values and aspirations, and a meaningful
contributor to morale, productivity, and prof-
itability. Our research shows that the benefits



of paid family leave are starting to be recog-
nized by a broad set of companies and orga-
nizations. Employers such as IKEA, Hilton,
RaceTrac, the Department of Defense, and
others have determined that offering paid
family leave is the right thing to do for their
organizations as well as for their workers.

This is not to say that every company will de-
cide that proactively offering paid family
leave is right for its business. But for organi-
zations that do choose to provide paid family
leave, it goes without saying that they will be
supporting employees during some of the

most critical—and often difficult—moments
in their lives. Equally important, our research
shows that they stand to gain significant ben-
efits from making paid family leave available
to their workforce. They will likely see em-
ployees who are more willing to remain with
the company, reducing turnover costs and po-
tentially increasing the diversity of leadership
teams. They may be able to attract more tal-
ented workers. And they may also find that a
more generous paid family leave policy helps
translate the organization’s values into ac-
tion, enhancing internal engagement and the
company’s brand.
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