


The benefit called Paid Time Off first appeared in the 1990s. The healthcare industry was the first to introduce this new concept. Since then Paid Time Off (PTO) has grown as a standard benefit that regularly appears in the workplace.  Both for-profit and not-for-profit employers use PTO.

The Society for Human Resource Management defines Paid Time Off as:

A benefit program granting employees a specific number of vacation or personal days off which that are paid by the employer. The number of days is generally based on the employer’s policy for accrual of paid time off.

It is the employee’s responsibility to manage their use of their allowed time off from work.  For those who may need more time for illness or personal issues, the benefit will allow them to adjust their usage accordingly. For those who wish to take some expanded vacation time, that could be allowed also.  The employee is provided a certain amount of time off – how they use it is their own decision. However, if the employee uses the time up and later needs more time, then they could be caught with unpaid time from work on their own.

Paid Time Off hours or days can include provision for any type of time away from work. Examples of time away from work which could be included in the PTO calculation are allowances for: vacation, sick time, personal time, workers’ compensation, bereavement and holidays. 

Employers can have one PTO benefit that accounts for all possible time away from work. Or, it is also common for employers to have both a basic Paid Time Off allowance and other distinct allowances for time off such as holidays.

The main reasons mentioned for adopting a Paid Time Off policy are these:

· Greater flexibility in managing employee’s time off.

· Simplified tracking and administration of time away from work.

· Reduce/eliminate the occurrence of unplanned absences.

CCH, Inc., has recently reported that PTO policies have grown in popularity each year. A survey conducted in 2004 indicated PTO presence in 1999 was 27%, compared to 63% in 2004.

Earlier this year a survey was published by Mercer Human Resource Consulting and Marsh about significant trends for Paid Time Off use.  They surveyed 536 businesses in 2004. 

Their results show PTO grow as follows:

· 2000 – 30%

· 2003 – 32%

· 2004 – 42%

Usually employers establish which types of time away from work are covered by the PTO days/bank.  Then an accrual method is determined.  Predominantly accrual of the PTO time is done by one of two methodologies.

The first approach is to deposit an annual amount of time in the employee’s PTO bank.  This is done usually on a calendar year basis or on the company’s financial year.

The second accrual method is to accrue some ratio amount of hours off in the PTO bank.  The accrual can be a certain amount per hour, week or month.

The overall prevalence of PTO plans in the companies surveyed using a Paid Time Off approach was 42%.  The exact prevance is seen in the following industries: Healthcare – 86%; Services – 46%; Financial Services – 40%; Wholesale/Retail – 32%; Transport/Communications/Utilities – 28%; and Manufacturing – 21%.

Some of the motivation for companies going to PTO is due to federal and state laws requiring employers to provide leave for certain family and medical reasons.  

Cautoin should be taken regarding PTO allowances and employees who may be on military leave.  Sometimes the accrual and allowance provisions could be in violation of the laws.
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Paid Time Off Provisions Continue to Grow








Action Point: Share this information with your Personnel & Human Resource Manager (also with any team/committee) and Financial Manager for possible future thought.








Please note: The Solution does not represent a legal opinion and in no way seeks to provide legal advice.  Its contents consist of information from a Human Resource Management Practitioner-Consultant view point. Should your organization need legal advice you are encouraged to discuss such issues with your labor-employment law attorney.


The information contained in The Solution primarily reflects national trends, federal compliance issues and State of Texas positions. You are encouraged to inquire as to whether or not your particular state has a position different from those expressed in The Solution.














