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EXECUTIVE SUMMARY 

This report examines parental leave policies, in terms of both the labour market and wider benefits that may flow from the provision of parental leave.  It gives an overview of the components and objectives parental leave schemes.  The report then focuses on New Zealand provisions available under the Parental Leave and Employment Protection Act (PLEPA)1987, and discusses three key issues: payment, eligibility and information issues.

Parental leave policies enable parents (typically mothers) to return to their previous job after the birth of a child and therefore maintain continuous labour force attachment.  This has overall economic benefits to women as they tend to return to the same employer, retain favourable terms and conditions and have better lifelong earnings. There are also wider benefits to society from a return to work through reduced Government expenditure on benefits and family assistance spending, increased family income and consequent tax take to Government, full market utilisation of human capital and reduced likelihood of benefit dependence, child poverty and repeating cycles of disadvantage.  Mother and child health may also be enhanced, particularly where the period of breast feeding is extended.

Since the 1987 PLEPA was passed in New Zealand there have been important developments internationally in maternity leave provision, with many countries improving provisions, and extending them to all employed women.  Currently there is no statutory provision for paid leave in New Zealand and New Zealand is one of the few countries not providing for paid leave.   

A range of approaches may be taken in relation to designing a paid leave scheme. Two possible approaches to paid leave, and some indicative costings are outlined in this report as examples of potential paid leave schemes.  These approaches are wage replacement, and a targeted payment to those in employment.  NACEW considers that further work is required in this area to investigate a wider range of approaches and the details of these approaches.

A further issue discussed in the report is eligibility for leave.  The current eligibility criteria for parental leave in New Zealand favour those in permanent, full time jobs.  As ‘non standard’ employment is growing, and international practice is changing, NACEW considers there is a need for further work in this area to determine whether the eligibility criteria are too limiting in terms of access to parental leave.  

NACEW also notes the apparent lack of awareness of parental leave entitlements available under the New Zealand Parental Leave legislation, and the importance of information being accessible if parental leave entitlements are to be effectively used.

INTRODUCTION

Labour market trends show that there has been a substantial increase in the number of women with young children who participate in the paid work force in both New Zealand and overseas over the last forty years.  This increase in participation is one factor which prompts consideration of policies which are relevant to the participation of women in paid employment, including parental leave provisions.

Parental leave refers to leave associated with the birth or adoption of a child and the caring for that child for a specified period.  There are three components of parental leave: 

· Maternity leave - leave associated with childbirth, and the period immediately before or after the birth of a child, which is taken by the mother;  

· Paternity leave - leave taken by the father of the child, which usually occurs around the time of the birth; and  

· Extended leave - a longer period of leave, available to either parent for the purpose of caring for a young child/children. 

Section one of this report discusses the role of parental leave provisions in labour market policy in terms of the benefits of parental leave provisions, and it also looks at the costs of providing parental leave.  Section two looks at the general objectives and components of parental leave and then focuses more specifically on the provisions available in New Zealand. The third section of the report discusses the issues NACEW considers warrant further investigation: paid parental leave, and the eligibility criteria for parental leave.  It also notes the importance of ensuring information about parental leave provisions is available and accessible.  Finally the report sets out a number of recommendations in relation to parental leave.

PARENTAL LEAVE PROVISIONS IN LABOUR MARKET POLICY

Parental leave provisions contribute to the efficient operation of the labour market and there are a number of  benefits to be gained from effective parental leave provisions.  One of the key benefits of parental leave provisions is that by enabling people to return to their previous job after the birth of a child, labour market attachment is maintained.  Many of the wider benefits associated with parental leave become evident over time.  They are not mutually exclusive to one particular group but have benefits that are widespread and affect the economy, families, children, parents, employers and society as a whole.  This section of the report discusses the benefits of parental leave.  However in doing this, it is also important to consider any costs that may be associated with parental leave provisions.

Benefits of Parental Leave

Retention of skills within the labour force

On a macro scale, there are benefits associated with having a skilled and experienced workforce for overall economic performance.  Long periods out of the workforce for workers can result in skill loss or depreciation, and ultimately this will have a detrimental impact on economic performance.  Parental Leave provisions which allow people to return to their previous jobs contribute to efficiency in the labour market as the skills people  develop in particular jobs continue to be utilised.  Measures such as parental leave which support the  continued employment of skilled and experienced workers, contribute to the maintenance of  a sound knowledge base within the paid workforce, and are therefore likely to be beneficial to economic performance generally. 

The retention of women workers may also be important in relation to meeting customer expectations.  For example, in the health sector, encouraging women doctors to return to work may be beneficial as in some cases, women clients may prefer to see women health professionals.

Maintenance of Employers’ Human Capital Investment

For employers, a key benefit of parental leave provisions is that it increases the likelihood of retaining experienced and skilled women employees.  Evidence from Australia indicates that where there is specific skill acquisition associated with a job, measures which encourage long periods of attachment between employers and employees, will benefit the firm (and the worker) as the investment of the employer in training the worker will not be lost.
 A survey in the New Zealand financial sector by Marshall (1994) suggests that an average female employee who has worked for 10 years has had approximately $37, 000 of training invested in her.  

Research conducted in a UK company found staff returning from maternity leave increased proportionately from 50% to 90% after a range of parental leave and return to work policies were introduced. The company surveyed estimated that the retention of the equivalent of 30 people saved them at least 100,000 pounds in training and recruitment costs.

There is evidence that parental leave provisions facilitate continued employment relationships.  According to the National Child Development Study in Britain, "the right to maternity leave doubles the likelihood that a woman will return to her original employer within 10 months after the birth, all else being equal"
  A Ministry of Women's Affairs report on parental leave also provides evidence which supports this argument as it notes that where women do go back to paid employment after parental leave, in all countries analysed, over 85% of women returning to work chose to go back to their previous employer.

Productivity 

Ongoing employment relationships are of benefit to both employers and employees.  In addition to the points discussed above in relation to retaining experienced workers, employers may also gain through improved industrial relations at the workplace, greater staff morale and increased productivity.  There is evidence that productivity and employee morale may rise in a working environment that recognises family responsibilities. US research suggests that employers who do not provide such an environment may be forgoing these productivity benefits.

Reduced Incidence of Unemployment

Unemployment may be faced by parents who experience difficulties re-entering the workforce after long periods of being away from paid work.  A key benefit of parental leave provisions is that parents who take leave maintain a link with the paid workforce and this is likely to minimize the incidence of unemployment, particularly among women with children.  The costs of unemployment to society, families, and the economy are therefore likely to be reduced when parental leave provisions are available.

Government Revenue and Benefit Payments

Tax revenue for the government decreases when there are fewer people employed, as occurs when women leave the workforce to care for children.  In addition, benefit payments may increase as household income lowers with the withdrawal of one earner from the work force.  In New Zealand this may apply particularly to the numbers of people receiving Family Support, Guaranteed Minimum Family Income (GMFI), and the Domestic Purposes Benefit, in the case of sole parents.  An Australian publication notes that the magnitude of tax revenue forgone and the possible increase in benefit payments is difficult to determine, although it is likely to be substantial.

Reduced Uncertainty for Employers

A benefit of effective parental leave provision is that an employee on parental leave is required to provide the employer with information on when they will return to work.  This leads to reduced the uncertainty for the employer and enables them to plan more easily how the worker will be replaced.

Improving Women’s Life-time Earnings  

Women’s caring responsibilities impact on their ability to participate in the labour market and their lifetime earning levels. Research carried out in the US indicates that women still experience more long term loss of earnings as a result of having children. However for women who do not have access to parental leave, this loss is compounded by a potentially greater drop in wages on return to work, or the potential risk of unemployment.
  A recent study in the UK also found that for those who do not take maternity leave, motherhood reduces the pay of full time workers by 16%, all else being equal.

In equity terms, one of the key benefits of parental leave provisions is that they enable women to retain their position in the labour market while rearing children. By enabling women to continue participating in paid work, life cycle earnings may be improved and hence women’s economic dependence is reduced, both during their working lives and in retirement.  This is important for all women, and in particular becomes a key issue for women whose relationships break down.   

The importance of economic independence for women has implications in a number of policy areas, including retirement policy.  The trends of an increasing older population and improvements in life expectancy continue.  At the 1991 Census, 13% of all women were aged 65 and over and 3% of Maori women were aged 65 or over.  Over the next forty years the number of women is projected to more than double, and the 1996 Census figures are expected to show that there will be an increasing number of women who are widows, or are no longer living with a spouse.
  Policies such as parental leave which enable women to remain in the workforce and enhance their ability to save for retirement and support themselves are therefore very important. 

Encouraging men to participate in child-rearing

Providing adequate parental leave provisions may also encourage men to take a more shared role in caring for their children  The incentive for men to take up parental leave and an increased role in childcare however, appears to be influenced by a number of factors, and may be greater if parental leave is paid.

Balancing the demands of work and family life

A key benefit for families is that appropriate parental leave provisions assist with balancing the demands of a workplace with the needs of family life, and this in turn gives rise to increased retention rates and greater productivity.  Parental leave provisions are only one of a number of policies which assist people to successfully combine parenting and paid work.  As a mechanism to achieve this balance, parental leave needs to be seen in the context of other policies and practices such as childcare and flexible work practices which support working families.

Health

Traditionally parental leave provisions were put in place to protect the health of pregnant women, the unborn child, women immediately after childbirth and very young infants. 

Such provisions now ensure women have adequate time to recover from childbirth and to establish breast feeding.  There is much evidence on the benefits of breast feeding, particularly in relation to the health of the child.  Much of this evidence relates to the nutritional value of breast milk, the increased immunity to illness of breast-fed babies, and the reduced likelihood of cot death.

A discussion paper on paid maternity leave in Australia notes that:

"because of the evidence that breast feeding results in superior nutrition for the infant and improved ability to withstand infection, the National Health and Medical Research Council  in 1984 recommended that there should be encouragement of social measures designed to provide adequate maternity leave for lactating women, and the provision of amenities for women to breast feed close to their place of work".

Breast feeding rates in New Zealand are relatively high during the initial period after birth.  In 1993 over 92% of babies under three weeks of age were seen by Plunket and 87% of these were breast feeding.  Whilst many mothers start breast feeding, the rate declines significantly with time after birth.
 A study on breast feeding rates in New Zealand and the reasons for stopping, was reported in the New Zealand Medical Journal.  This study showed that the most common reason for stopping breast feeding was perceived inadequate milk supply.  However for Pacific Island women, the main reason for stopping breast feeding between 6 weeks and 3 months post partum was that they returned to work or study.
  Given the benefits of breast feeding, it is important to ensure adequate parental leave provisions exist in order for such women to continue to breast feed.
The Australian discussion paper also pointed out that improved health of the population will benefit the wider society through lower medical and hospital costs, increased productivity and avoidance of possible future social and health problems.
  The health benefits of breast feeding may directly benefit employers if children are healthier and parents are therefore less likely to take time off with sick children in the future.  In addition to parental leave provisions, a range of supportive work practices would also be desirable in order for women to continue breast feeding on return to work.

Participants at a Core Health Services workshop in 1993 listed services following birth for mother and infant which they thought should be available according to individual need.  These were hospital based services; assessed maternity care through to six weeks; emotional care; breast feeding support and advice; parenting; whanau/family care; home-based support services; and effective transfer of care to providers of early childhood care and general health services.

There is only limited data available at this stage about the health and education outcomes associated with each of the types of service and care.  Of the data that is available however, a major long term health risk relates to birth weight and growth and development of the infant during the first year after birth.  Further, research has shown that the first 18 months of life provides the platform for intellectual development, particularly conceptual development in infants.

Hence, properly supported parents are well placed to provide the environment for laying the basis for the long term health and intellectual development of their children.  From the perspective of the taxpayer, effective support of parents prevents additional costs in later life.  These additional costs may include expensive health interventions, mental health treatment, services to meet special education needs and/or the costs of police services when failure to meet these needs results in social disruption.

Parental - Child Relationships

Another benefit associated with parental leave is that it can contribute to the development of  parental - child relationships.  For parents who wish to return to the workforce at some stage, parental leave provisions provide an opportunity to develop a relationship with their child without being affected by the pressures of having to return to paid work sooner than they might choose.  The Australian publication on paid maternity leave reports that the most important period for this bonding appears to be in the first 10 to 12 weeks of a child's life.
 

This may have long term benefits in terms of educational outcomes, reduced crime and increased social cohesion.  In instances where leave is paid, the financial pressure to return to paid work too early is further reduced, and therefore stress on parents who choose to spend some time at home with their infants is minimised.  

More generally, improvements in the economic position of women through increased earnings and independence may have an impact on reducing child poverty through alleviating the financial pressures facing families.

Costs of Parental Leave Provisions

Costs Associated with Replacing Workers on Parental Leave

One of the costs of parental leave provision often cited by employers is the cost of hiring, training and supervising replacement workers.  However, if parental leave provisions did not exist, employers would still face these costs if the employee resigned when having a baby, and they had to find a permanent replacement for that employee.

The extent to which these costs impact on businesses is likely to be dependent on the size of the firm. Many employers also argue that small businesses are more adversely affected by parental leave provisions than larger firms.  It is argued that it may be more difficult for smaller firms to arrange cover while an employee is on leave.

Employer Discrimination

Although parental leave is available to both men and women, it is utilised far more frequently by women. One of the potential costs of parental leave provisions is that employers may discriminate against employing women of childbearing age, in order to avoid, or reduce the risk of having to provide leave.  It must be noted however that such discrimination is illegal under the Human Rights Act and employers could face costs associated with such discrimination (for example the costs associated with an employee taking legal action).

Compliance and Administration Costs

There are operational costs associated with parental leave provisions for employers.  These include informing employees of their rights, processing applications for leave, and legal costs where breaches of the legislation occur.

Occupational Segregation

A possible cost may exist in that where employers are required to provide parental leave to women, they may consider channelling women into jobs where leave has lower direct costs. Where this occurs parental leave provisions may contribute to the maintenance of occupational segregation by gender.
  On the other hand by enabling women to return to their previous job, parental leave provisions may work to counter occupational segregation by ensuring that women do not fall out of the primary labour market during their child bearing years.

Paid Leave

Where leave is paid, the funding system adopted and levels of payment will influence overall costs.  Internationally the direct financial cost of payments usually falls on a combination of employers, employers and government/taxpayers.

Conclusion

On balance, although parental leave generates some costs, currently many of these fall on women and may not be economically efficient. NACEW therefore considers that as there are a number of widespread public benefits of parental leave, it is important that the Government ensures adequate parental leave entitlements are available.  Without legislation which enables parents to take leave at the birth of a child, many of the benefits to society, families and employers described above may be forgone.

PARENTAL LEAVE PROVISIONS

This section of the report considers the general objectives and typical components of parental leave schemes and then looks in more detail at parental leave provisions within New Zealand.

Parental leave policies and provisions operate within a wide context of social norms and behaviours, labour market and economic conditions, and cultural expectations about the relationships between families and employment.  A Ministry of Women’s Affairs report
 notes that parental leave policies do not stand alone and they will influence, and be influenced by the following factors:

· cultural norms;

· women’s labour force participation rates;

· men’s role in child raising;

· provision of childcare;

· income support for low income families and sole parents;

· temporary disability payments; and

· other labour market policies.

Objectives of Parental Leave Provisions
There are a wide range of possible objectives of parental leave provisions.  These differ from country to country.  The following list gives an indication of the range of  possible aims underlying parental leave provision based on Kamerman and Kahn’s
 list of objectives:

SYMBOL 183 \f "Symbol" \s 10 \h
facilitating the ability to combine paid employment and parenting;

SYMBOL 183 \f "Symbol" \s 10 \h
enabling continued labour force participation for women through increased opportunity to return to work after having a baby;

SYMBOL 183 \f "Symbol" \s 10 \h
supporting maternal health - allowing time off to recover from the birth of a child and establish breast feeding; 

SYMBOL 183 \f "Symbol" \s 10 \h
supporting child health and development through parenting/parental care of child

SYMBOL 183 \f "Symbol" \s 10 \h
supporting the family unit (includes whanau, hapu, aiga, sole parents) as the source of ongoing child (and human capital) development;

SYMBOL 183 \f "Symbol" \s 10 \h
facilitating the  retention of skilled employees in the labour force (enhances the employer’s ability to employ parents);

SYMBOL 183 \f "Symbol" \s 10 \h
to promote gender equity - reducing the impact of childbearing and child rearing on women's participation in paid work, and encouraging both parents to take responsibility for children;

SYMBOL 183 \f "Symbol" \s 10 \h
possible reduced spending on income support; 

SYMBOL 183 \f "Symbol" \s 10 \h
provision of financial support for families with young children, (where leave is 


paid); and

SYMBOL 183 \f "Symbol" \s 10 \h
encouraging higher birth rates.

Initially it appears the objective behind New Zealand's parental leave provisions was to maintain the ability of mothers to participate in paid work.  Later legislation focused on the elimination of discrimination in the labour market in both the public and private sector, and gender equity in parental care of children, by allowing for either parent to take extended parental leave under the Parental Leave and Employment Protection Act 1987.

General Components of Parental Leave Schemes

The Ministry of Women's Affairs Parental Leave Report also details four key factors in comparing different parental leave schemes:
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Coverage and eligibility:


These together determine the total number of people entitled to provisions.  Coverage may be universal or sectoral and eligibility is often determined by factors such as length of service and number of hours worked. To be covered by parental leave provisions a parent initially needs to work in an area of the labour force where either statutory or contractual parental leave provisions apply.

SYMBOL 183 \f "Symbol" \s 10 \h
Duration:


This refers to the length of leave that may be taken under various parental leave provisions.

SYMBOL 183 \f "Symbol" \s 10 \h
Job protection:


Job protection provisions allow a parent to return to the same or a similar job with their original employer. This is what makes any leave effective as if there is no job protection, there is very little effective entitlement.  

SYMBOL 183 \f "Symbol" \s 10 \h
Payment:


This varies according to different schemes in different countries and may range from nothing to flat rate benefits to partial or full earnings replacement.

New Zealand Parental Leave Provisions

Description of the key provisions under the Parental Leave and Employment Protection Act 1987

New Zealand’s statutory parental leave entitlements are set out in the Parental Leave and Employment Protection Act 1987 (PLEPA). All parental leave under the Act is unpaid.  In addition, employment contract provisions may provide entitlements above the statutory minimum.

Types of Leave

The main types of leave available under the Act are:

SYMBOL 183 \f "Symbol" \s 10 \h
Maternity Leave: up to 14 continuous weeks for the mother;

SYMBOL 183 \f "Symbol" \s 10 \h
Paternity Leave: up to  two  weeks continuous leave around the expected date of birth or adoption; and
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Extended Leave: up to 52 weeks, less any maternity leave taken, available in the 12 months after birth or adoption.  Extended leave may be shared by both parents, but the total period cannot exceed 52 weeks.

Eligibility for Leave

Leave is available to employees who are having a child and to their partners.  It is also available to employees who are adopting a child who is under five years old.  Eligibility is limited to employees who have worked at least 10 hours per week for 12 months at the expected date of birth for the same employer or essentially the same employer.


Job Protection
Job protection provisions enable women to return to their previous job, thereby safeguarding their level of pay and conditions of employment.  If the employee’s period of parental leave is less than four weeks, the job must be kept open.  If the leave period is greater than four weeks the job must be kept open unless the employer can prove that the job is a key position and cannot be filled on a temporary basis during the period the person is on leave.  Where the job cannot be kept open or the person is made redundant while on leave, the  employer is required to provide a preference period of six months after the leave finishes.  During this period the employer must offer any available job or a job to the employee which is substantially similar to the previous one.

Protection against Dismissal

The Act also protects employees against dismissal where the employee applies for leave or takes leave.  Employers also cannot dismiss a woman for being pregnant or experiencing ill-health during pregnancy under Part VI of the PLEPA.  Women who are not eligible for parental leave may use these provisions. In addition, employees can use the dismissal provisions under the  Employment Contracts Act 1991 or the provisions against unlawful sexual discrimination under the Human Rights Act 1993.

Parental leave in employment contracts

In addition to the minimum statutory entitlements outlined above, employment contracts may include more favourable rights and benefits in respect of parental leave.  In 1995, collective employment contracts contained in a database at the Industrial Relations Centre, Victoria University of Wellington, were examined for the extent to which parental leave provisions were included.  Where parental leave provisions were included, details about eligibility criteria, duration, job protection and payment were examined.

It must be stressed that the following statistics are based on collective employment contracts and there is little information available on the provisions in individual employment contracts.

Where parental leave provisions are not mentioned in an employment contract the minimum provisions of the PLEPA apply. Overall, parental leave is not mentioned in contracts covering only 6% of employees.  In contracts covering another 67% of employees, reference is simply made to the legislation.  Detailed parental leave provisions existed in contracts covering only 27% of employees under contracts included in the database.  In examining eligibility, duration and payment for parental leave it must be remembered that the analysis is of minority of contracts where detailed parental leave provisions exist.

Eligibility

Under the Act, employees who have worked for the same employer for at least ten hours per week in the preceding 12 months are eligible for parental leave.  76% of employees covered by contracts with detailed parental leave provisions also have to meet this eligibility criteria.  However, 24% of employees, including the majority of those in central government and in the education sector were covered by more favourable eligibility provisions.  Typically this takes the form of a shorter period of leave for employees who had worked for less than twelve months.

Duration of leave

81% of employees covered by contracts with detailed parental leave provisions have the same duration of leave as specified under the legislation.  However 19% of employees were assessed as being entitled to a longer period of leave than that provided for under the Act.  In most cases, however this extended duration is limited to providing for an extension of leave where a suitable position is unable to be found for the returning employee. 

Payment for Leave

Under the Act, all parental leave is unpaid and contracts with parental leave provisions covering 68% of employees also provide for unpaid leave.  In those cases where some payment is included, two distinct patterns may be observed.  In the state sector, contracts are likely to include the provision for an ex-gratia payment upon the completion of six months service on return from parental leave.  The second pattern is the inclusion in contracts of a provision granting three days paid leave to employees taking paternity leave.
Re-entry and job protection

79% of employees covered by contracts with parental leave provisions are covered by the standard provisions laid out in the Act.  20% are covered by better provisions, however the nature of these improvements was not specified.  1% have provisions that are below those specified in the Act.

DISCUSSION

The Ministry of Women’s Affairs report on parental leave, comparing the New Zealand provisions with those available overseas, concluded that the unpaid provisions available in New Zealand are among the best in the world, offering strong job protection, good access to maternity, paternity and extended parental leave. It noted, however, that genuine access to unpaid leave is likely to be limited for women in casual or seasonal work and for low income wage workers.

NACEW has found it very difficult to assess the adequacy or effectiveness of current provisions or to recommend changes which could improve their effectiveness, as there is a limited amount of information in this area.  There is some case study information available on the effectiveness of the provisions by Podmore (1995) and Glendining (1992)
 and a survey by the Industrial Relations Service on the extent of knowledge and use of parental leave provisions.
   These studies highlighted that information about the provisions under the New Zealand legislation were problematic for many parents.  The case study information also notes that access to leave due to eligibility and payment issues may be problematic for many parents.

This section discusses the three issues noted above: paid leave, eligibility and information.  for parental leave.

Paid Leave


Paid leave can refer to payment for maternity leave, paternity leave or extended leave which may be taken by either parent. Internationally it is common for any payments for leave associated with the birth of a child to be paid to mothers as compensation for time out of the workforce (paid maternity leave). Some countries also provide paid leave to fathers, but in all cases this is in addition to payments to mothers.  In New Zealand the Campaign for Paid Parental Leave has focused on 12 weeks paid parental leave which could be taken by either parent.

Although there are costs of providing parental leave, these may not be as large as is often thought.  Where leave is paid, the costs do not necessarily need to fall on employers, but may be distributed between the government, women, employees and employers. 

This section outlines the current situation in relation to paid leave.  It then goes on to look at the rationale for maternity leave (as distinct from paternity or extended leave) as an illustrative example of why leave for mothers might be paid.  This section then gives two examples of possible approaches to payment for leave, again as an illustration of the factors that need to be considered in designing a paid leave scheme.  NACEW considers that further work is necessary in this area in order to fully examine the potential approaches and policy options.

Current Situation
Payments associated with Paid Leave

Advice on paid parental leave was sought by the Labour Government in 1986, at a time when the Parental Leave and Employment Protection Bill was under consideration by Parliament. The Report of the Working Party on Payment for Parental Leave concluded that:

 
“while there are strong arguments for the statutory payment of parental leave, 
Working Party members could not support such a payment at the time due to cost 
(and the existence of a high fiscal deficit) and because payment would be too far 
ahead of existing practice in awards and agreements.”

As discussed, the PLEPA 1987 provides all employees with conditions as set out in the Act as a minimum entitlement. This does not include payment. Where parental leave is addressed separately in a contract of employment (i.e. the employee is entitled through their employment contract to provisions in excess of statutory requirement), that contract must address all of the matters set out in the Act, including the employer’s obligation or lack of an obligation to pay remuneration during the parental leave. 

Evidence from the Industrial Relations Centre database of collective contracts on the extent of payment for leave in employment contracts was discussed above. Typically, in the public sector, an amount equivalent to six weeks base salary is paid six months after a person returned to their job. 

Few private sector employment contracts contain provision for payment. The only provision NACEW is aware of is three days paid leave available to fathers in a number of finance sector contracts, two weeks paid leave for female employees of Levene’s, Woolworths and Kmart and a total of 80 hours pay to employees of Fisher & Paykel who take parental leave. It is unlikely that more than 17-19% of  women wage and salary earners are covered by contracts which include some payment associated with maternity leave.

Income Maintenance Provisions

Income maintenance provisions provided by the State may alleviate some of the costs/income reduction that new parents incur. These provisions are generally only available to low income families.  The main provisions that may be of assistance to new parents are set out in appendix one.

International Experience

The Ministry of Women’s Affairs report “Parental Leave Policies, Women and the Labour Market” details the findings of relevant overseas research. The main findings in relation to paid leave suggest payment enhances the take-up of parental leave and consequently the likely return of the employee to their previous job. This is important as the woman’s pay and conditions will usually be maintained.

New Zealand, Australia
 and the United States
 are among the few western nations without nationally provided paid leave to mothers. Available information on the provisions for paid leave in a range of countries is outlined in Appendix Two. 

New Zealand is a signatory to two United Nations covenants where it lodges reservations on the issue of maternity pay: the Convention on the Elimination of all forms of Discrimination Against Women (ratified 1984) and the International Covenant on Economic, Social and Cultural Rights (ratified 1978). The reservation entered on the Covenant in 1978 stated that New Zealand reserved the right to postpone introduction of paid leave “in the economic circumstances foreseeable at the present time”.

The European Community (EC) Pregnant Workers Directive (1992) has created an EC wide minima for paid maternity leave at a rate no less than the rate of sick-pay benefits. This has forced the UK, for example, to enhance its paid maternity leave provisions, although entitlement criteria still restrict access to payments. The UK was in fact the major opponent to the original proposal for 16 weeks maternity leave on full pay for all women.

Rationale for Paid Maternity Leave

This section uses paid maternity leave as an illustrative example to look at the rationale for providing a payment to mothers.  The basis for providing paid maternity leave is to capture the benefits of parental leave in general as outlined in Section Two of this report. These include:
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enhancement of mother and child health in early weeks following childbirth; 
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gender equity since this type of leave can only be taken by women, and they should not be expected to bear all of the costs of  lost income; 

· increased take up of leave by women in low income households;
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to enhance recognition of the balance between work and family; and 
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consistency with international covenants/practice.

One rationale for providing paid maternity leave is equalising the impacts between male and female employees.  The basis of this rationale is that mothers must cease work for a period of time around the birth of a child and that this is a legitimate period of leave which should be treated in a similar way to leave for other reasonable absences e.g. for sickness or accident recovery. 

Improving equity between lower waged female employees and higher paid females in the labour market is a further reason for providing paid maternity leave. Paid maternity leave periods have been observed to encourage low waged women to take sufficient leave to recover from childbirth before returning to work  (by reducing financial pressure) and they tend to encourage lower income mothers use of leave and return to work. There is less evidence to suggest financial pressure influences the decision to take leave and return to work for higher income women.

Internationally, payments for maternity leave have been primarily concerned with providing wage replacement for mothers for around 12 weeks. This is evidenced by the level of payments being a high proportion of wages (most are 80-100%) up to maximums covered by social security. The wage replacement approach maximises gender equity although in practice many lower paid employees have been ineligible and/or received less benefit. This is in part associated with eligibility for payments being linked to minimum social insurance contributions.

As already discussed in the cost/benefit section of this report, in the long term such a decision has overall economic benefits to women as they tend to return to the same employer, retain favourable terms and conditions and have better lifelong earnings. There are also wider benefits to society from a return to work through reduced Government expenditure on benefits and family assistance spending, increased family income and consequent tax take to Government, full market utilisation of human capital and reduced likelihood of benefit dependence, health problems, child poverty and repeating cycles of disadvantage. 

Arguments against such a provision

The cost of provision may be seen as problematic, as well as who should pay the costs. The costs of providing a payment, and who pays for this will depend on a range of factors, the most significant being the type of funding system that is adopted. As an indication of costs the “12 weeks campaign” for paid parental leave calculated the cost of 12 weeks leave with earnings related payments of 100% of a woman’s wage ($6,000/person) at $120 million/annum. This equals 0.3% of the national pay-roll (compared to 0.7% of wage bill paid in employee contributions to ACC).  Taking a targeted approach to those on low incomes at a rate based on the sickness benefit for 6 weeks ($865/person), a lower bound of cost might be $7 million/annum.

Another possible objection is that a maternity allowance is inequitable because it provides compensation for employed mothers for earnings forgone at the time of birth and does not meet the financial costs of bearing children for non employed mothers.  The Australian Government introduced a one off payment to all new mothers to address this perceived inequity.  Such a payment is unlikely to result in labour market impacts and would in many cases provide a new benefit to non employed mothers whose financial situation has otherwise been unchanged. The Australian Maternity Allowance will however provide some compensation for employees, particularly for those who are not able to negotiate for paid leave provisions in their employment contract. 

Possible approaches to Paid Leave

There are a range of  possible approaches to paid leave. NACEW has outlined two possible approaches to paid maternity leave which are summarised below in Table One.  These approaches are examples.  NACEW considers that further work is required to determine the purpose of any payments and investigate relevant approaches.  These approaches outlined below are not mutually exclusive, for example a targeted wage replacement approach, with consequent reduction/enhancement in achievement of the particular aims.

Table One: Examples of possible approaches to paid maternity leave


Wage Replacement
Targeted Payment To Those In Employment

Rationale


To achieve equity between male and female employees since only mothers have to take leave
Promote use of leave at birth

and return to work for low income earners



Advantages


Recognises paid leave as a legitimate employment cost and spreads direct costs.  May promote breast feeding
Enhances equity between high and low income mothers through enhancing the choice to take leave



Disadvantages


 May be of lesser benefit to lower income earners and those not in ‘core’ jobs if eligibility restricted


On its own perpetuates gender inequity in terms of family responsibilities.



Funding Approach


Employer and/or employee levies and Govt. Funding from any/all of the above


Government funded through taxation



Practical Issues


Levy on employers normally set as % of total wage bill so as not to disadvantage smaller employers


Could be paid through IRD (via Family Support system)



Eligibility - Current Payment Policies
Payment through employment contract only 17-19% of women employees.  PLEP Act eligibility applies at minimum, some have additional criteria


Current benefits not available to women with an employed male partner.  Sole parents employed prior to their child’s birth would be eligible for DPB

Eligibility- Alternative Options


Could bring eligibility into line with other leave eg special leave - after 6 months continuous with same employer & no lower part- time limit.  Pro rata payment for part-timers


Targeted on income (probably mothers not family to achieve desired outcome) to all mothers in employment

Level of Payment


80% of previous earnings.  Internationally: 80% - 100%.  If paid from social security/insurance schemes, payment depends on contributions

 
European Community is at sickness benefit rate.  A flat-rate targeted payment could be equated with sickness benefit.  May pay those earning lower the lesser of usual income or full rate.



Length


Internationally, range from 12-35 weeks.  Some have wage replacement for part (eg 6 weeks) and flat rate for balance of leave.
6-12 weeks - European Community is 12 weeks.  Would relate to the period for healthy recovery from childbirth and adequate for bonding.

Indicative Cost (NB These are estimates only)
Upper: 12 weeks @ 100% wage x 20,000 women/yr = $120m/yr

Lower: 6 weeks @ 80% wage x 20,000 women/yr = $48m/yr
Upper: 12 weeks @ $144.22/week x 15,000 = $26m/year

Lower: 6 weeks @ $144.22/week x 8,000 = $7m/year

Eligibility for Parental Leave

Another issue that NACEW considers warrants further investigation is a trend that has developed overseas whereby access to parental leave provisions have been extended to all employed women. 

Under the New Zealand legislation, the current eligibility for parental leave favours those in ‘core’ full-year jobs. As part-time and temporary employment now constitutes a growing proportion of total employment, and women are over-represented in this type of employment, it is possible that eligibility is declining. This may particularly affect Maori and Pacific Islands workers who are even more likely to be employed in this area of the labour market, and therefore may have limited access to parental leave provisions. Estimates supplied by the Ministry of Women's Affairs based on 1991 data suggest that only around 67 to 77% of employed women are probably eligible for leave under the PLEPA.

It is also worth noting that since the Act was passed in 1987, there have been important developments in maternity leave legislation internationally. Since 1994 the European Community has required all member countries to provide universal access to maternity leave under the European Community Pregnant Workers Directive.  In order to comply with this Directive a number of countries, including the United Kingdom, have enhanced their provisions.

Information about Current Parental Leave Provisions

A survey of the extent of knowledge and use of parental leave in New Zealand conducted by the Industrial Relations Service of the Department of Labour in 1994, indicates that knowledge of parental leave entitlement is low overall, and particularly low among fathers.  The report of this survey gives the following percentages of mothers and fathers who mentioned various aspects of the legislation that they knew about:

Provision




Mothers

Fathers

12 month maximum



   57%


   17%

Shared entitlement between parents

   6%


   3%

3 months notice requirement


   22%


   6%

12 months qualification


   55%


   28%

10 hours per week qualification

   2%


   0%

The case study information available on parental leave in New Zealand also points to  a lack of knowledge by many parents and employers about statutory parental leave provisions.  A small study by Valerie Podmore which investigates parents experiences and views on labour force participation and childcare arrangements indicated that a number of parents are not aware of the provisions that are available.  This may be particularly so for men, as some men in the study, when asked about whether or not they took leave, said that ‘annual leave was the only option they were aware of.’

A further study of parental leave taken from the New Zealand Customs Department between 1987 and 1992 by Dana Glendining concludes that more widely available information on entitlements would be beneficial to staff.  The recommendations of the report refer to the need for improved information based on comments made throughout the study which clearly indicate both supervisors and employees are not well informed about parental leave entitlements.

NACEW therefore considers that it is important information on the provisions of the parental leave legislation is more widely available.  The availability and promotion of such information is essential if the provisions to which employees are entitled are to be used.

RECOMMENDATIONS

The two main policy issues arising from NACEW’s analysis of parental leave are payment and eligibility.

NACEW recommends that:


a)
further work be undertaken to analyse a range of possible paid parental/maternity 
leave options;

b)
further work be undertaken to identify the distribution of the costs and benefits of 
parental leave associated with particular paid leave options, with a view to 
incorporating this analysis in a public discussion document in the future;

 In addition, it is recommended that you note:

c) 
NACEW’s concern that current eligibility criteria for parental leave may mean that 
growing numbers of women are not eligible for parental leave;

d)
NACEW’s view that additional information be provided to employees and 
employers about the current statutory provisions as well as provisions in 
employment contracts which exceed these minima, as examples of good practice; 



and

e)
NACEW’s view that promoting more equal sharing of family responsibilities 
in the home and ‘family friendly’ policies in the workplace also complement 
effective parental leave policies.


Appendix One

Table 1 Key income maintenance provisions available to new parent(s)

Domestic Purposes Benefit: Benefit of $204.10 net/week
  is available to sole parents with one child, not in employment or earning less than $80 gross/week.  Once earnings exceed that limit, the benefit is abated.

Unemployment Benefit: Where at least one of two parents is available for employment, a couple with one child will receive $252.36/week (they may earn up to $80/week before abatement begins).

Sickness Benefit: A benefit of $269.90/week is available to married couples with one child.

Accommodation Supplement: A full supplement of between $45/week and $125/week (rate dependent on house size, accommodation cost and geographic region) is available for those on low incomes with one child.

Family Support: A family with income below $20,000pa is eligible for $44.50/week for a first or only child, ($29.50 for each additional child under 13 years, $37.50  for each dependent child aged 13-15 years, and $57.50 for each additional child 16-18 years).
   These amounts will increase by $2.50 per child/week from July 1997.  The payment reduces with additional earnings up to a maximum income of $30,514pa for a family with one child.

Guaranteed Minimum Family Income (GMFI): A couple with children employed 30 hours a week or more between them, or a sole parent employed at least 20 hours a week, receives $282.50 per week. Family Support and the Independent Family Tax Credit (see below) can be paid in addition to this amount.

Independent Family Tax Credit (IFTC): A family with income below $20,000pa who is not reliant on significant State assistance or ACC weekly compensation is eligible for $7.50 per child/week (this will increase to $15 per child/week from July 1997).  This amount is reduced with additional earnings, in conjunction with Family Support.  For a family with one child the payment cuts out at an income of $33, 547pa.

We have no information on what happens to women’s incomes or women’s access to family income at the time of the birth of a child.

Appendix Two

SUMMARY OF PAID MATERNITY LEAVE PROVISIONS 

IN SELECTED OECD COUNTRIES*

OECD

Country


Duration of leave (0+0)
Level of Benefit
Eligibility
Financing
Other Benefits



Australia


No statutory paid maternity leave.  9-12 weeks for women employees in some parts of the public sector (approximately 17% of female workforce entitled to paid leave)
100% of wage (women in some parts of public sector only)
Continuous employment for 12 months prior to birth or adoption, and worked more than 24 hours per week over 4 or more days
Employer
52 weeks unpaid parental leave can be shared with father, one off maternity grant of $816 at birth, available to women at home and those in employment (from Feb 1996)

Austria
16 weeks (8 weeks before birth and 8 weeks after)
100% of earnings
Women currently in covered employment
Social Insurance (employees, employers and government contributions
Nursing breaks, parental leave with allowance, one weeks paid leave to care for sick children

Canada
Usually around 16 weeks, 37 weeks for federal public servants
15 weeks at 60% of earnings, up to a maximum under Unemployment Insurance (UI); otherwise unpaid
Employed women, qualification period for unpaid leave varies; UI qualification is 20 weeks work in last year
Unemployment insurance
Unpaid parental leave in federal public sector

Denmark
28 weeks (4 weeks before and 24 after birth) last 10 of the 24 weeks may be taken by the father
Payments based on an hourly wage up to a maximum
120 hours continuous employment in preceding 13 weeks
Employer pays total cost for first 2 weeks, then government financed through 1.85% tax on taxable income
2 weeks paid paternity leave, limited paid leave to care for sick children for most workers

France
16-26 weeks

depending on number of children
84% of woman’s average basic earnings, often topped up by collective agreements
Employed women registered with Social Security for 10 months, who have worked for 200 hours in previous 3 months or contributed min. amount during previous 6 months
Social insurance scheme
Nursing breaks, 3 days paternity leave

Germany
14 weeks (6 before birth, 8 after birth), 18 for multiple or premature births
100% of covered earnings for 6 weeks then 80% of covered earnings for 8 weeks
12 weeks of insurance, continuous employment from 10th to 4th month before  

confinement
Social insurance, employers top up where employees salary is above government maximum
Nursing breaks, maternity grant, 18 months parental leave, 1 week paid leave to care for sick children

Greece
52 days before birth, 53 days after birth, 4 months for public servants


50% of earnings plus 10% of benefit for each dependent
Women with at least 200 days contribution in previous 2 years
Social insurance 
Nursing breaks, 3 months unpaid parental leave for each parent

Ireland
14 weeks (at least 4 weeks before and 4 weeks after birth), 4 weeks additional unpaid leave

or

General scheme: 12 weeks before and 12 weeks after birth
70% of earnings subject to a maximum

or

General scheme: flat amount per week
Women in employment: 39 weeks of contributions paid immediately before maternity leave

or

General scheme: 39 weeks of contributions paid in last year


 Social insurance


Japan
14 weeks compulsory

leave (6 before and 8 after birth)
60% of earnings during compulsory leave
Employed women
Health insurance (employees, employer and government contributions)
Nursing breaks, up to 52 weeks unpaid parental leave, lump sum grant



Portugal
90 days (60 have to be taken after the birth), 60 days in case of adoption
100% of average daily earnings
Women with 6 months social security contributions
Social insurance
Nursing breaks, up to 2 years unpaid parental leave, able to be shared, 30 days sick leave to care for sick children

Sweden
7 weeks pregnancy leave prior to birth, 15 months (able to be shared) parental leave after birth
90% of earnings for 12 months, with cap on benefits for higher income earners, fixed allowance for last 3 months
Employed women and men, with service of either 6 months or 12 months out of past 2 years
Social insurance
Nursing breaks, 10 days paternity leave, paid leave to care for sick children, 2 days per year to visit school or childcare

Turkey
12 weeks
2/3 of earnings
Women with 90 days contributions in last 12 months
Social insurance
Nursing breaks, 6 months unpaid maternity leave, 3 days paid paternity leave

United Kingdom
6 weeks earnings related payment, 12 weeks flat allowance, 22 weeks unpaid
90% of earnings for 6 weeks, fixed allowance for another 12 weeks
Employed women with 2 years full time or 5 years part time service with one employer
Social Security
Time off for ante natal care

United States of America
No statutory paid maternity leave.  A number of States have unpaid parental leave for varying periods
Leave is not paid.  A few employment contracts may provide some pay for a small percentage of employees.
Employment service requirements usual
Not paid


SUMMARY OF PAID MATERNITY LEAVE PROVISIONS 

IN SELECTED NON-OECD COUNTRIES*

OECD

Country
Duration of leave (0+0)
Level of Benefit
Eligibility
Financing
Other Benefits



Bulgaria
10-14 months depending on number of children
100% of earnings
Women with at least 3 months continuous employment immediately before claim
Social security
Nursing breaks, paid and unpaid leave if childcare not available, 60 days paid leave to care for sick children

Hong Kong
10 weeks (4 before and 6 after birth) for the first 3 children
2/3 of monthly salary
Employed women with no more than 2 surviving children, with over 40 weeks continuous service.  Unpaid leave available to women with over 26 weeks continuous service
Employer


Israel
12 weeks
75% of earnings up to a maximum, sometimes topped up by employers
Insured woman who ceased working while pregnant
Social insurance
Maternity grants, leave transferable to father if mother dies, nursing breaks, up to 1 years unpaid leave

Poland
16 weeks for first child, 18 weeks for subsequent children, 26 weeks for multiple births
100% of woman’s average monthly wage
Employed women 
Social insurance
Nursing breaks, leave transferable to father, 60 days paid leave to care for sick children

Singapore
8 weeks for first 2 children
100% of earnings
Employed women with at least 180 days employment in preceding year
Employer


Taiwan
8 weeks paid in lump sum
100% of earnings
Women with at least 280 days of contribution before birth
Social insurance


*
The data in these two tables is taken from a discussion paper on paid maternity leave 
in Australia by the National Women’s Consultative Council, 1993.  The data 
summarises maternity leave provisions that existed mostly in 1991.  For the 
most accurate and up to date information, please refer to the legislation of each 
country.
� Sloan, J.  The Economic Rationale of an Extension of Paid Maternity Leave, in Paid Maternity Leave: A Discussion on paid Maternity Leave in Australia, National Women's Consultative Council, 1993.


� Ministry of Women's Affairs, Parental Leave Policies, Women and the Labour Market, 1995


� Waldfogel, Easing Labour Pains, 1994


�Ministry of Women's Affairs, Parental Leave Policies, Women and the Labour Market, 1995


� Sloan, J.  The Economic Rationale of an Extension of Paid Maternity Leave, in Paid Maternity Leave: A Discussion on paid Maternity Leave in Australia, National Women's Consultative Council, 1993.


� Waldfogel, Easing Labour Pains, 1994


�Strafford and Sundstrom 1994


� Paci, P and Joshi, H Wage Differentials Between Men and Women: Evidence from Cohort Studies, 1996


� Lawrence. Judy, Ministry of Women’s Affairs; Keynote Address - Women and Retirement Income Conference, June 1996


�Cot death society information pamphlet


� Essex, C. Smarle, P.Geddis, D. Breastfeeding rates in New Zealand in the First 6 Months and the Reasons for Stopping, New Zealand Medical Journal, September 1995


� Opcit pg 355.


� National Women's Consultative Council, Paid Maternity Leave: A Discussion on paid Maternity Leave in Australia, 1993


�Opcit pg 29


�OECD  Employment Outlook 1995


� Ministry of Women's Affairs; Parental Leave Policies, Women and the Labour Market, 1995


� Kamerman, S and Kahn, A; Childcare, Parental Leave and the Under 3's: Policy Innovation in Europe, Auburn House (1991)


� Ministry of Women's Affairs; Parental Leave Policies, Women and the Labour Market, 1995, pg 7


�Ministry of Women's Afairs,  Parental Leave Policies, Women, and the Labour Market, 1995, p13


�Valerie Podmore, Employment,Childcare arrangements among families NZCER 1994, Dana Glendinng, This Motherhood Lark 1992


� Industrial Relations Service, Department of Labour, Survey of the Extent of Knowledge and Use of the Parental Leave and Employment Protection Act 1987, fieldwork and draft report by Heylen Research Centre, 1994,  Re-analysis and final report by Business Research Centre, November 1996.





�Australia has recently introduced a Maternity Allowance: a single payment of $887 to all new mothers meeting income criteria ( it is estimated that around 85% of mothers will be entitled to the provision)


�While no federal provision for payment exisits, five states have legislated payments. These five states contain 25% of the US workforce.


�Ackah, Carol & Maxwell, Patrica, July 1995


� Industrial Relations Service, Department of Labour, Survey of the Extent of Knowledge and Use of the Parental Leave and Employment Protection Act 1987, fieldwork and draft report by Heylen Research Centre, 1994,  Re-analysis and final report by Business Research Centre, November 1996.


� Valerie Podmore, Employment, Childcare arrangements among families NZCER 1994


�All figures given here are net rates as at  January 1997


� These are the weekly amounts paid as at 31 January 1997.  Some amounts may change following the year-end tax assessment.
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