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Chairman Belfanti, Chairman DiGirolamo, and Members of the Committee,

Thank you for providing me an opportunity to address the question of how a paid sick days
policy would benefit employers, workers, families, and the general public in Pennsylvania.

[ have been conducting research, data and policy analysis, and cost/benefit estimations regarding
paid sick days since 2000, when the issue first began to draw the attention of policy makers. I am
familiar with relevant research from the medical community, with responses from employers,
with data on the impact on workers when paid sick days are not available, and with views
expressed by public health experts. My research has been presented to Congress, state legislators,
and local governing bodies. My cost/benefit analyses and other policy research contributed to the
adoption of paid sick days standards by voters in San Francisco in 2006 and by the Washington,
DC Council earlier this year and help inform current policy making across the country.

New public policies are needed to protect employers, workers, and public health

Documentation of the limited coverage of existing paid sick days policies is incontrovertible.
Nearly half the private-sector workforce is vulnerable to loss of income or their job when they
are sick, and only one in three has a paid sick days policy for caring for their family (Hartmann
2007, Lovell 2004). Employers' voluntary efforts to provide paid sick days are inadequate for
protecting workers, their co-workers and families, and the public from the consequences of
workers being on the job when they are sick. As a result of inadequate policy development,
workers are forced to go to work when they should stay home to recuperate or to provide needed
care to their families.

This is not a minor problem — it is a widespread and serious issue. For instance, in Ohio, 50
percent of workers say they have gone to work sick in the last year for fear of losing pay
(NPR/KFF/HSPH 2008).

San Francisco's policy experience shows that paid sick days standards are feasible
Employers' experiences with San Francisco's new paid sick days policy underscore its minor

impact on employers. The director of the Golden Gate Restaurant Association told the San
Francisco Chronicle that "it hasn't been a big issue" for the companies he represents (quoted in



DeBare 2008) and characterized the policy as “successful” (Singer 2008). The San Francisco
Chamber of Commerce agreed that it is not “a major issue” (quoted in MarionStar.com).

When sick workers are on the job, employers lose

Employers experience three types of costs when their workers are sick on the job: They provide
an opportunity for contagious diseases to spread to other workers; they increase the risk of on-
the-job injury; and they pay full wages to a worker who cannot provide peak performance.

1. Employers are increasingly aware of the cost of the spread of disease within workplaces that
occurs when sick employees go to work, a practice known as presenteeism. Two of every five
employers identify presenteeism as a problem for their organization (CCH Incorporated 2004).
As Dr. Richard Chaifetz notes, presenteeism can lead to “the spread of illness for an even
greater reduction in productivity” than would be caused by an individual worker’s absence
(ComPsych 2004). Research documents that workplace contagion is lower when workers have
paid sick days (Li, Birkhead, Strogatz, and Coles 1996, Potter et al. 1997). The Healthy
Families, Healthy Workplaces Act is likely to have a particularly significant impact on
reducing the spread of the flu in workplaces. Influenza (the flu) is highly contagious and
accounts for 10 to 12 percent of all illness-related employment absences (Keech, Scott, and
Ryan 1998). A sick worker who is in the workplace while contagious is likely to infect two of
every 10 co-workers, creating a domino effect of illness, missed work, and health-care costs.

2. A study of hand injuries found that workers who are sick on the job are nearly twice as likely
as healthy workers to be injured, and those who are distracted (e.g., by worries about a sick
child at home) are more than five times as likely to be injured (Sorock et al. 2004). Employers
can reduce their costs for health care and worker compensation by helping their workers be
well and by supporting workers’ responsibilities for caring for sick family members.

3. Employers pay substantial wages to employees who are unproductive because of health
issues. For instance, empirical studies document that workers with influenza have worse
performance on a variety of tasks than healthy workers. A study that used random assignment
of experimentally induced colds and influenza found that “minor illnesses . . . have significant
effects on performance efficiency” (Smith 1989, 68). Productivity during flu-related
presenteeism is only 50 percent of normal (Nichol 2001), but workers are paid full wages for
being at work when they are sick. '

The National Federation of Independent Business (NFIB) offers small-business owners advice on
how to avoid being hit by the cost of sick workers. One item from the NFIB's Small Business
Toolkit suggests encouraging sick workers to stay home, so they don't make other workers sick,
because "the sniffles can have trickle-down effects on [small businesses'] bottom lines" (McRae
2006). The reality is that, without paid time off, workers may not be able to remain at home when
they are sick, even if their firm authorizes unpaid sick time, because they cannot afford to miss
any of their usual earnings.

Supporting workers with paid sick days increases employee retention and reduces turnover
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costs

Because workers value paid sick days, when they have that benefit, they are less likely to look for
a different job. Having paid sick days reduces voluntary job mobility by three to six percentage
points (Cooper and Monheit 1993). Workers who experience a health-care crisis are also more
likely to return to their employer if they have a paid leave policy — more than twice as likely, in
the case of women with heart disease (Earle, Ayanian, and Heymann 2006). Having paid sick
days also affects involuntary turnover, by protecting workers from being fired for unauthorized
work absences when they are sick or must care for sick family members (Heymann 2000, Earle
and Heymann 2002).

Turnover entails a variety of costs for employers, of which outlays to recruit a new worker are
only a small portion. Low productivity of new hires, drains on the productivity of the new
worker’s colleagues and supervisors, human resources processing time for exit and entry,
training, and lost productivity during vacancies are also real costs to employers (Phillips 1990). A
newly hired low-paid retail worker may lose sales—and customers—during the period the
employee is learning about the employer’s products, and may mistakenly undercharge for
products (Johnson and Tratensek 2001).

Careful analyses of the range of impacts associated with turnover provide guidance on the true
costs to employers: replacing a mid-level manager costs 1.5 times the worker’s annual salary
(Phillips 1990), and the cost of turnover of retail workers who earn $7 an hour is estimated at
$6,241, or 43 percent of their annual pay (Johnson and Tratensek 2001). A study of the costs of
replacing front-desk associates at two hotels in New York found total turnover costs of 28
percent and 31 percent of annual compensation (Hinkin and Tracey 2000).

Another NFIB Small Business Toolkit document points out the recruitment value of good paid
leave policies, including paid sick days (Strauss 2005). The brief reminds firms that ‘““just because
you don’t have to be a good employer, it doesn’t mean that you shouldn’t. If you want to recruit
great people, you have to create a great place to work.”

Research on other employment standards finds pesitive effects for employers

The effects of policies ensuring that all workers have paid sick days are likely to be similar to the
impacts of other basic employment standards, such as the minimum wage or living wage.
Carefully conducted research on increases in the minimum wage and establishment of living
wages provides reassuring findings. In San Francisco, employers enjoyed longer employee job
tenure following an increase in the minimum wage (Dube, Naidu and Reich 2007). Similarly,
after a living wage ordinance went into effect in Los Angeles, employers experienced lower rates
of turnover and absenteeism and lower training costs (Fairris 2005). The San Francisco and Los
Angeles studies are congruent with the research mentioned above showing lower rates of
voluntary turnover among workers with paid sick days: Workers whose needs are addressed by
their employers are motivated to work at their peak level of performance. These and other studies
have failed to find significant disemployment effects from new wage standards (Dube, Naidu and
Reich 2005, Brenner 2005, Potter 2006). A well-known study of an increase in New Jersey’s
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minimum wage in 1992 found “little or no systematic effect on total fast-food employment in the
state,” as compared with neighboring Pennsylvania, whose minimum wage remained the same as
the pre-increase New Jersey standard (Card and Krueger 1998, 3).

Because paid sick days policies increase income for workers who had have to rely on unpaid
leave in the past, the policies may actually increase employment. The NFIB estimated that
establishing a paid sick days standard in California would generate tens of thousands of jobs in
the health-care and recreation and amusement industries, because the workers who currently lack
paid si::k days would likely spend the majority of their sick pay in the local economy (Phillips
2008).

Labor costs are not the primary driver of firms' locational decisions

Some employer representatives argue that firms will move out of jurisdictions that enact
minimum paid sick days standards. Research contradicts this hypothesis. Service-sector
companies in the Midwest rank labor costs such as wages and benefits ninth among factors that
influence their decisions about where to locate (Schmenner 1994). The most important factors
reported by surveyed companies are infrastructure and product demand; the third is the ability to
recruit good workers, which may actually be enhanced by paid sick days provisions. A recent
meta-analysis of studies of the impact of economic development programs concluded that “there
are very good reasons . . . to believe that economic development incentives have little or no
impact on firm location and investment decisions™ (Peters and Fisher 2004, 32)—partly because
their scale is insignificant in relation to other factors that are important to businesses.

Paid sick days policies address the needs of employers, workers, and the general public

Policy makers in cities, states, and Congress are working to enact minimum paid sick days
policies, because the evidence of the need for these policies and of their feasibility is clear and
compelling. Employers will benefit from reduced turnover, lower absenteeism and costly
presenteeism, and fewer on-the-job injuries. Workers and their families will be better able to treat
health conditions while avoiding loss of wages. Reduced spread of disease will strengthen public
health outcomes. These policies are targeted, responsible, and reasonable.
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! While Phillips’ suggestion about job creation is compelling, I believe his methodology for calculating the costs of
paid sick days is flawed.



