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FOREWORD

Foreword

More effective public policies to assist in the reconciliation of work and family life
can potentially have very desirable results — greater labour force participation of
parents can contribute to the goal of reducing child poverty and thus to improving
future outcomes for children. Higher labour force participation can also contribute to
the future well-being of parents, in particular by reducing the risk of poverty in old age
among those who may not otherwise have participated in the paid labour market.
Increased labour force participation can also help in improving the sustainability of
social protection systems in the light of population ageing, and well-designed policies
may also help raise fertility rates from the exceptionally low levels that exist in some
countries.

In recent years, the OECD Babies and Bosses reviews of policies to promote
work and family reconciliation covered Australia, Denmark and the Netherlands
(OECD, 2002a); Austria, Ireland and Japan (OECD, 2003a); New Zealand, Portugal
and Switzerland (OECD, 2004a); and, Canada, Finland, Sweden and the United
Kingdom (OECD, 2005a). This volume provides a synthesis of the analyses and policy
recommendations contained in these four volumes and also extends the analysis to
include other OECD countries, presenting indicators for all OECD countries for 2005,
where possible. The report was prepared by Willem Adema and Peter Whiteford, with
assistance from Janet Gornick, Annette Panzera and Maxime Ladaique, under the
overall supervision of the Head of the Social Policy Division, Mark Pearson.

This OECD Babies and Bosses synthesis volume starts by summarising main
findings and presenting broad policy recommendations for OECD countries building on
existing family-friendly policy measures. Chapters 2 and 3 outline the demographic
and labour market outcomes in OECD countries. The subsequent chapters try to relate
the differences in parental family and labour market outcomes to differences in tax/
benefit policies (Chapter 4), public child-related leave policies (Chapter 5), childcare
policy (Chapter 6) and workplace practices (Chapter 7).
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Chapter 1

Reconciling Work and Family Life
in OECD Countries: Main Findings
and Policy Recommendations

This chapter summarises the main findings of the Babies and
Bosses reviews of work and family reconciliation policies in OECD
countries. It introduces main issues and cross-national differences
in policy objectives and approaches, and provides a concise
overview of fertility trends and parental labour market outcomes.
The chapter concludes with a discussion of the main policy
recommendations which emerged from the reviews based on the
analysis of tax/benefit policies, leave arrangements, childcare and
out-of-school-hours care supports and workplace practices that
affect the behaviour of families.
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1. RECONCILING WORK AND FAMILY LIFE IN OECD COUNTRIES: MAIN FINDINGS AND POLICY RECOMMENDATIONS

1.1. Introduction

Parents in all OECD countries face considerable challenges when they try to
reconcile their work and family commitments. Many people manage to achieve
their preferred work/family balance, but many others do not. Faced with such
difficulties, some people either postpone having children, do not have as many
as they might have intended, or even end up having no children at all. Other
parents have the number of children they desire, but by taking time out to
provide personal care to their children, they sacrifice their careers. Still others
may struggle to support their children while holding down a job, but find that
there is too little time in the day to provide the nurture that they would like to
give their children. One way or another, as long as there are people who are
constrained in their choices about work/family balance, the result may be both
too few babies and too little employment and/or unsatisfactory careers.

There are families who have enough resources to be able to afford to
choose the work/family balance they prefer. Some parents choose to work full-
time and pay for formal childcare for their children, while others prefer to
provide full-time personal care to their children, at least until school age,
regardless of the employment opportunities open to them. Many parents are,
however, constrained in their choices. Some working parents would like to
reduce hours at work to spend more time with their children but either cannot
afford this or workplace practices do not allow them to. Yet other parents, who
are at home, would prefer to be in paid work, or work more hours to generate
more family income, but cannot because they have limited access to
affordable childcare for sufficient hours, or have difficulties resuming their
careers after childbirth. The issue is critical for children as both poverty and a
lack of personal attention can harm child development significantly. Finding a
good work/family balance is an important element in getting good child
development outcomes as well as helping parents to realise their labour
market and family aspirations. Furthermore, a better reconciliation of work
and family life can reduce health and stress risks, which can contribute to
stronger parent-child and parent-parent relationships.

1.2. Policy objectives

All OECD governments want to enhance the well-being of parents and
children and all say that they want to give parents more choice in finding their
preferred work and family outcomes. To this end, public authorities invest in

12 BABIES AND BOSSES: RECONCILING WORK AND FAMILY LIFE - ISBN 978-92-64-03244-6 - © OECD 2007



1. RECONCILING WORK AND FAMILY LIFE IN OECD COUNTRIES: MAIN FINDINGS AND POLICY RECOMMENDATIONS

Box 1.1. What are family-friendly policies?

Family-friendly policies are those policies that facilitate the reconciliation of
work and family life, ensure the adequacy of family resources, enhance child
development, facilitate parental choice about work and care, and promote
gender equity in employment opportunities. Family-friendly policies include
improved access to affordable and quality childcare, financial support for
children, arrangements that allow working parents to take leave to care for
children, and flexible workplace practices that allow a better reconciliation of
work and care commitments. They also include financial incentives to work for
families with children and employment support for jobless parents.

Parents whose primary activity is looking after their children and/or elderly
relatives are working - they are just not paid for the work. Casual references to
the desirability of increasing the number of, say, mothers who “work” are
resented as not acknowledging the importance of this unpaid work.
Nevertheless, to avoid making the discussion overly cumbersome and wordy,
“work” is often confined in this report to encompass all paid work (employment
and self-employment). Whenever this usage might be confusing, an explicit
distinction is drawn between paid and unpaid work.

“Families” and “reconciliation policies” are defined as follows in this report:

® Families: “Each household of one or more adults living together with, and
taking responsibility for the care and rearing of one or more children.”

® Reconciliation policies: “All those measures that extend both family
resources (income, services and time for parenting) and parental labour
market attachment.”

family-friendly policies (Box 1.1) to reduce barriers to both parenting
(e.g. through time-related support) and employment (e.g. through formal
childcare support).?

There are many different underlying reasons why governments invest in
family-friendly policies, including enhancing equity between different income
groups, family types, and men and women; promoting child development;
and, ensuring future labour supply, thereby underpinning economic growth
and future societal development:

® Declining birth rates have very significant implications for the shape of
future societies. Fertility rates are the most important family policy concern
in Japan and Korea - unsurprisingly, given that each woman of childbearing
age averages below 1.3 children at present. Concerns about fertility rates are
increasingly widespread, but most OECD countries do not consider the
fertility rate a public policy objective.

BABIES AND BOSSES: RECONCILING WORK AND FAMILY LIFE - ISBN 978-92-64-03244-6 - © OECD 2007 13



1. RECONCILING WORK AND FAMILY LIFE IN OECD COUNTRIES: MAIN FINDINGS AND POLICY RECOMMENDATIONS

e In many OECD countries, increasing female (especially maternal) labour
supply is seen as being important to maintaining economic growth and
ensuring sustainable pension and social protection systems more generally.
Within the EU, this has been formalised as a target - the aim is for each
member country to have a female employment rate in excess of 60% by 2010.

o In different ways child development is receiving increasing prominence in
the public policies of most countries. Experience of poverty during
childhood damages child development; consequently, reducing or even
eliminating child poverty has become an explicit policy aim in some
countries. This concern manifests itself in different ways. Maternal
employment is an effective way of increasing family incomes, so policy
aiming to increase parental employment is sometimes justified because of
its effect on child poverty. Avoiding benefit dependency and persistent
poverty of families with children motivate the development of policies to
promote autonomy among (sole) parents on income support. Child
development concerns also affect formal childcare policy development. For
example, in the Nordic countries and New Zealand, childcare policy stresses
the pedagogic role of participation in pre-school arrangements, whereas the
system of childcare support payments to working parents in the
Netherlands reflects the predominance of labour supply concerns.

o In the presence of young children, mothers withdraw from the workplace or
reduce their hours to care for children whereas fathers do not (indeed, they
often increase their hours of work once they become a parent). This
contributes to the persistence of significant gender pay differences, and
women having great difficulty climbing the career ladder. However, gender
equity objectives appear to be incidental rather than serve as primary
policy objectives in most OECD countries, with the exceptions of the Nordic
countries and Portugal. With its largely individualised parental leave
system, Iceland has the most comprehensive set of policies which aim to
enable fathers to spend more time with their children and generate a more
equal sharing of care responsibilities for young children.

These underlying policy objectives do not stand alone and there can be
some tension between them which can complicate policy development. For
example, parental leave allows parents to look after young children when they
are most vulnerable, promoting good quality development without forcing
parents to sacrifice their careers. But if parents remain on leave for too long a
period, their human capital is diminished, costs to employers rise, and great
damage can be done to their careers. The objective of policy has to be to allow
parents to choose the appropriate trade-off between the various objectives,
recognising that different parents will have different preferences.

14 BABIES AND BOSSES: RECONCILING WORK AND FAMILY LIFE - ISBN 978-92-64-03244-6 - © OECD 2007



1. RECONCILING WORK AND FAMILY LIFE IN OECD COUNTRIES: MAIN FINDINGS AND POLICY RECOMMENDATIONS

More often than not, however, the various underlying policy objectives
outlined above are compatible with one another. Childcare policy is a case in
point. Changing female labour force behaviour over the past few decades
increased the demand for formal childcare capacity to which policy responded
for reasons related to the promotion of labour supply, gender equity and self-
sufficiency among sole-parent families, while child development concerns are
increasingly important as a factor encouraging greater investment in
childcare systems.

1.3. Key family and work outcomes across OECD countries

It all used to be so simple. The male breadwinner model involved a clear
allocation of responsibilities and time: men spent their time at work providing
family income, while women spent their time caring for children at home.
However, with changing female aspirations and female labour market
behaviour since the late 1960s, the single-breadwinner model has lost much of
its relevance. Female employment rates have increased across the OECD
(Chapter 3), and nowadays only in a few countries, including Greece, Italy,
Mexico, Spain and Turkey, are single-income couples nearly as common as
dual-earner families. Otherwise, “dual-earnership” in couple families has
become the norm in the majority of OECD countries.

The change in female labour force participation was accompanied by a
decline in birth rates across the OECD. Looking at overall female employment
rates and birth rates, work and parenthood seem to be particularly difficult to
combine in many southern and central European and Asian OECD countries.
With birth rates in excess of 1.7 children per women and with two-thirds of
women in employment, it seems that Nordic countries and Australia, the
Netherlands, New Zealand, the United Kingdom and the United States have
the best employment and fertility rate outcomes, although generally below
replacement levels (Chapter 2).

Notwithstanding the general upward trend in female labour force
participation, considerable cross-country differences remain (Table 1.1).
In 2006, female employment rates were highest at over 80% in Iceland, and
were over 70% in Denmark, Norway, Sweden and Switzerland, well above the
OECD average of 57%, while female employment rates are below 50% in
Greece, Italy, Mexico, Poland and Turkey. The intensity of female labour
market participation also differs, with part-time employment being very
common in Australia, Germany, Japan, Switzerland, the United Kingdom, and
nowhere more so than in the Netherlands where 60% of employed women
work on a part-time basis. On the other hand, part-time employment is rare in
the Czech Republic, Hungary and the Slovak Republic and concerns less than
15% of employed women in Finland, Greece, Korea and Portugal.

BABIES AND BOSSES: RECONCILING WORK AND FAMILY LIFE - ISBN 978-92-64-03244-6 - © OECD 2007 15



1. RECONCILING WORK AND FAMILY LIFE IN OECD COUNTRIES: MAIN FINDINGS AND POLICY RECOMMENDATIONS

Table 1.1. Key indicators on birth rates, female employment and child poverty

Totalr;teemllty Employment/population ratio by group pgc;lgy
Sole parents,
2005" Womezn, Motheras, 2005 Arounsd
2006 2005 4| 2000
or latest year
Children ) Youngest Youngest
per woman Al Parttime | 10 il ag?ad 35 Percentage

Australia 1.81 65.5 40.7 48.3 49.9 11.6
Austria 1.41 63.5 31.4 60.5 62.4 75.0 13.3
Belgium 1.72 53.6 34.7 63.8 63.3 62.0 41
Canada 1.53 69.0 26.2 58.7 68.1 67.6 13.6
Czech Republic 1.28 56.8 5.6 19.9 50.9 63.0 7.2
Denmark 1.80 73.2 25.6 7.4 77.8 82.0 24
Finland 1.80 67.3 14.9 52.1 80.7 70.0 34
France 1.94 571 22.9 53.7 63.8 70.1 7.3
Germany 1.34 61.5 39.2 36.1 54.8 62.0 12.8
Greece 1.28 47.5 12.9 49.5 53.6 82.0 12.5
Hungary 1.32 51.2 4.2 13.9 49.9 .. 13.1
Iceland 2.05 81.6 26.0 83.6 81.0 ..
Ireland 1.88 58.8 34.9 56.3 44.9 15.7
Italy 1.34 46.3 29.4 47.3 50.6 78.0 15.7
Japan 1.26 58.8 40.9 28.5 475 83.6 143
Korea 1.08 53.1 12.3 . .. ..
Luxembourg 1.70 53.7 27.2 58.3 58.7 94.0 ..
Mexico 2.20 429 27.6 .. .. .. 24.8
Netherlands 1.73 66.0 59.7 69.4 68.3 56.9 9.0
New Zealand 2.01 68.4 34.5 46.6 53.2 14.6
Norway 1.84 723 329 .. .. 69.0 3.6
Poland 1.24 48.2 16.3 .. .. .. 9.9
Portugal 1.40 62.0 13.2 69.1 71.8 77.9 15.6
Slovak Republic 1.25 51.9 4.1 231 46.6 .. ..
Spain 1.34 54.0 21.4 451 47.9 84.0 15.6
Sweden 1.77 7241 19.0 71.9 81.3 81.9 3.6
Switzerland 1.42 7141 457 58.3 61.7 83.8 6.8
Turkey 2.19 23.8 17.8 .. .. .. 21.1
United Kingdom 1.80 66.8 38.8 52.6 58.3 56.2 16.2
United States 2.05 66.1 17.8 54.2 62.8 73.8 21.6
OECD 1.63 56.8 26.4 .. .. 70.6 12.0

1. Year of reference for total fertility rates — Canada: 2004.

2. Data for Luxembourg concern 2005.

3. Data for mothers in employment concern 1999 for Denmark; 2001 for Canada and New Zealand; 2002 for
Finland and Iceland; and 2006 second quarter for Switzerland.

4. Data are for 2005 except for Denmark (1999), Belgium, Canada, Germany, Greece, Italy, Japan, Spain (2001),
Finland and Portugal (2002), Iceland and Norway (2003), the Netherlands (2004), and 2006 second quarter for
Switzerland.

5. The child poverty rate is defined as the share of children with equivalised incomes less than 50% of the
median for the entire population.

Source: See Chapters 2 and 3.
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1. RECONCILING WORK AND FAMILY LIFE IN OECD COUNTRIES: MAIN FINDINGS AND POLICY RECOMMENDATIONS

The presence of children in households hardly affects male employment
rates. By contrast, the presence of very young children generally reduces
maternal workplace participation, especially when mothers have more than
two children and/or when children are very young. Employment rates may not
always pick up this effect because of long parental leave periods (during which
women are recorded as employed), but for mothers with very young children in
Australia, Canada, the Czech Republic, Germany, Hungary, Japan, New Zealand,
the Slovak Republic, Spain, Switzerland, the United Kingdom and the United
States, employment rates are significantly lower than for women in general.
Employment rates for mothers with children over three years of age are highest
in Nordic countries at close to 80%. On average across the OECD, seven out of ten
sole parents, often mothers, are in paid employment, but sole-parent
employment rates are considerably lower at below 60% in Australia, Ireland, the
Netherlands, New Zealand and the United Kingdom (Table 1.1).

In general, all countries that enjoy very low rates of child poverty (under
5% of households with children as in Belgium, Denmark, Finland, Norway and
Sweden) do so because they combine high levels of paternal and/or maternal
employment with effective redistribution of resources through the tax-benefit
system. Looking across OECD countries, around one in ten children live in
poverty, but this is more than one in five in Mexico, Turkey and the United
States (Table 1.1).

In many respects, the story of changing female labour market
participation is one of success. More parents are working than before, and
women and mothers who were denied the chance to pursue achievement
through labour market careers, with the financial independence that work can
bring, face vastly improved life chances than previously. However, despite the
achievements in female and maternal labour force participation of the past
few decades, women remain the dominant care-giver, gender employment
gaps persist, gender wage gaps remain stubbornly wide, and women are at a
greater risk of being “trapped” in jobs which do not give career progression
(Chapter 3). In terms of paid and unpaid work outcomes, a gender-equitable
society remains some way off.

1.4. The overall policy response

Given the importance of family-friendly policy objectives, it is not surprising
that many countries have made considerable investments in family supports.
Traditionally, one of the biggest sources of support for families with children is
the provision of compulsory schooling, and public spending on primary and
secondary education in the majority of OECD countries ranges from 3 to 4% of
GDP (OECD, 2006a). However, spending on family benefits increased in the vast
majority of OECD countries from 1980 to 2003 (Chart 1.1).2 On average across the
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Chart 1.1. Public spending on families has increased in many countries
since 1980
Public social spending on family benefits, 1980 and 2003, as a percentage of GDP

[ 1980 [ 2003
4.5

40

; PRI N ] QL& D
SRS S e S S S e A Y D e e e Ao s L
Q L P I S A QR Y o R S AN RN AR GX)
R R R e A I R S
& NS SN N
™ & S o N

Countries are ranked from left to right in terms of the highest to the lowest spending ratios in 2003.
Data for Turkey concern 1980 and 1999.

Source: OECD (2007a).

OECD, gross (before-tax) public spending on family benefits increased from 1.6%
of GDP in 1980 to 2.2% in 2003, amounted to more than 3% of GDP in Australia,
Austria, Denmark, France, Norway, Sweden and was highest at over 4% of GDP in
Luxembourg (OECD, 2007a).

1.4.1. Public support to sustain both employment and fertility

Systems, which provide a continuum of work/family reconciliation
supports, help avoiding very low birth rates...

In general, since female labour market aspirations have changed, all
policies which enhance female labour force participation may also help to
avoid very low fertility rates. The Babies and Bosses reviews found that systems
which provide a continuum of support to families - support for parents at
home when the child is very young, leading on to a childcare place, pre-school,
school and out-of-school-hours care activities — perform best in helping
parents reconcile work and family life. Such an approach stimulates birth
rates as parents can realistically plan their work and family commitments. At
the same time, employers can be reasonably certain about whether and when
employees will return to work.
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Only a minority of OECD countries provide such a continuum of work/
family support throughout childhood to families on a comprehensive basis. In
many countries, there are gaps in support at some point e.g. when leave
expires, childcare support may not yet be accessible. Policy in the Nordic
countries, Hungary and to a lesser extent France and the Canadian province of
Québec® does provide a coherent system of supports. While systemic logic
differs, all policy models include parental leave (9 to 18 months in Iceland,
Denmark and Sweden) and/or home-care supports until children are three
years of age (Finland, Hungary and Norway), followed by early childcare,
kindergarten and other pre-school services, and primary education. In
Denmark and Sweden (and to a lesser extent France and the Canadian
province of Québec), these supports are complemented by a comprehensive
system of out-of-school-hours care services, while parents in Sweden are also
entitled to reduce working hours until children go to primary school.

... but they can be very expensive.

There is a price to pay for such comprehensive supports. Nordic countries
and Hungary spend at least 0.6% of GDP or more on income support during
leave and more than 0.9% of GDP on childcare and early education, to cover the
period up to primary school. Not all OECD countries are prepared to tolerate
Nordic public spending and tax levels (in Denmark and Sweden the tax-to-
GDP ratio is close to 50%). Rather than building universal support systems,
most countries try to restrict spending (and the burden of taxation) by
focusing public support more on some areas of social policy than others and/
or by targeting resources at low-income families more generally.

1.4.2. Tax/benefits systems
Public policy has to strengthen financial incentives to work for parents...

Financial incentives to work do matter. Differences in the tax and benefit
systems are found to have an effect on the decision of parents to participate,
and whether they work part-time or full time. The majority of OECD countries
now have individualised tax systems, but nearly all OECD countries either
have some form of tax relief for non-employed spouses or some form of family
assistance that aggregates incomes of spouses to determine levels of
assistance. These arrangements potentially produce weak financial incentives
to work (more) for (potential) second earners, as the effective marginal tax rate
of the second earner is close to that of the primary earner.

In view of budgetary considerations, family-friendly policy priorities are
often pursued by targeting scarce public resources at those most in need.
Unfortunately, such an approach has its own problems, because of the effects
of withdrawing help as family income rises. When tax/benefit support is
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targeted at low-income households, incentive effects are worst for those who
are likely to have the most significant difficulties in entering the labour force
and/or work more hours, e.g. women with low-paid husbands and families
receiving welfare payments. Low effective tax rates on paid work are desirable,
and tax/benefit systems should be so designed as to give both parents in
couple-families equally strong financial incentives to work.

... including sole parents, who should be helped back to work as children
get older.

Policy clearly affects the proportion of sole parents who end up relying on
benefit support. Low levels of public benefits (e.g. in southern Europe) in effect
force sole parents to work for a living, often while relying on informal
networks for care support. At the other extreme, the comprehensive formal
care support system in Nordic countries enables all parents to work, regardless
of their marital and/or partnership status: upon the expiry of child-related
leave, parents on income support are required to look for employment and/or
be available for participation in labour market support measures like any
other job-seeker. Particular problems arise when adequate benefits are
provided without having at the same time both the sort of support services,
especially childcare, that sole parents require, and a clear policy signal that
work is expected of sole parents. For example, in contrast to other OECD
countries which require parents on income support to look for work when
children are of pre-school or primary school age, tax/benefit systems in
Australia, Ireland, New Zealand, and the United Kingdom provide categorical
income support for sole parents for a prolonged period without, until recently,
any job search or work requirement as the quid pro quo for receiving a benefit.
As a result, in these countries expectations on a return to work among sole
parents receiving benefits are weak.

It is not in anybody’s interest to see sole parents becoming dependent on
benefits for many years - the sole parents themselves, their children and the
taxpayer all pay the cost in one form or another. There is a need for earlier and
more active interventions to support work by (sole) parents on income
support, including childcare support, while for the existing long-term clientele
comprehensive measures to upgrade their skills may be necessary. The
countries with the best outcomes for sole parents combine a system of
employment and good-quality childcare supports with requirements for sole
parents to take advantage of the opportunities open to them, like for other
unemployed people. With public investment in employment and childcare
supports, a system of mutual obligations should be embraced and enforced,
and include the threat of moderate benefit sanctions if benefit recipients do
not take active steps to find work or improve their employability.
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1.4.3. Parental leave
Paid leave policies should be of moderate length...

Maternity, parental and childcare leave with employment protection
enhances child development and can also contribute to raising employment
rates of parents, particularly mothers. Good leave schemes give parents choice
in their return-to-work decision, and allow flexibility in taking leave
entitlements, e.g. allow a parent to return to work after a shorter period,
possibly on a part-time basis, without loss of overall entitlements.

From a narrow labour market perspective, the optimal period of leave
seems to be around four to six months (measured in full-time equivalents),
and employers report that leave for about four to five months after childbirth
causes less disruption than longer leave periods. If leave periods are shorter,
mothers are often not ready to go back to work, while the use of longer leave
periods by mothers can permanently damage their labour market position,
leading to lower employment rates and lower earnings. In terms of child
development, the available evidence seems to suggest that child development
is negatively affected when an infant does not receive full-time personal care
for the first 6-12 months of a child’s life. Cognitive development of a child
benefits from participation in good-quality formal care (and interaction with
its peers) from age 2-3, with the evidence being ambiguous regarding the
intermediary period. If both parents were to take their individual leave
entitlements consecutively where these are available (or take their leaves
simultaneously on a part-time basis, as, for example, is allowed in the
Netherlands), this would go some way towards covering this period.

... and policy should encourage fathers to take more advantage
of leave arrangements

As long as women rather than men take advantage of care provisions,
there are employers who will perceive women as less committed to their
career than men, and are therefore less likely to invest in female career
opportunities, depressing female earnings a whole. To some extent this is a
vicious circle: since female workers have limited incentives to pursue a career
if they perceive the likelihood of advancement is more limited than for men,
they are indeed more likely to withdraw from the labour force, only to return,
ifatall, in jobs that are often low in job-content compared with their potential.
However, if fathers also take leave, in principle it becomes possible to ensure
that one or other parent can spend time with their young children without
such deleterious effects. Increasing the amount of parental leave taken by
fathers can also reduce the demand for (expensive) formal care arrangement
for very young children, and whilst increasing female labour supply generate
more gender equitable employment and care outcomes.
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Policy in many European countries tries to stimulate fathers to spend
more time with their children by legislating periods of paid parental leave
exclusively for their use. There is some success, as many fathers use these
short (two to four weeks) periods of paid leave. However, taking a few weeks of
leave after childbirth or around summer and Christmas holidays does not
reflect a fundamental behavioural change. Paternal attitudes are not the only
issue, as mothers frequently seem reluctant to give up leave in favour of their
partner. Except in Iceland (see Chapter 5), the debate about individualisation of
the entire paid parental leave entitlement which could contribute to a more
equal sharing of care responsibilities has yet to start in earnest. Countries are
encouraged to introduce measures aimed at reducing the differences in the
use of parental leave between men and women by, for example, increasing
information to both parents about fathers’ rights to parental leave and/or
increasing the duration of paid leave entitlements that are non-transferable
between the parents.

1.4.4. Childcare and out-of-school hours care

Policy should ensure that childcare issues do not establish a barrier
to parental employment...

The absence of affordable, good-quality formal child and out-of-school-
hours (OSH) care can be a major barrier to being in paid work and/or working
more hours. In Nordic countries, subsidies to parents using quality childcare
centres are generally so high, that one is almost “a thief of one’s own wallet” if
one does not use public childcare facilities and engage in paid work. In other
countries, the story is rather different. Parental fees are often high, and formal
childcare support may not be universally accessible for (working) parents. In
Ireland and the United Kingdom, the costs of childcare can be so high, that in
the short term work does not pay for many second earners in couple families
and this applies to sole-parent families in the Canadian province of Ontario,
Ireland, France, and the city of Ziirich in Switzerland.

... and the Nordic model provides affordable, quality childcare to all...

Both demand and supply-side funding can be effective in achieving the
more-or-less general drive across the OECD towards more investment in
childcare capacity and quality. The Babies and Bosses reviews appreciated the
supply-side-funded childcare systems in Nordic countries because the quality
of care is good, because it is provided on a full-time basis and because
coverage of the population is high. Apart form the high tax burden this
involves, other OECD countries do not have a strong tradition of good-quality
local public service delivery or considerable taxing powers for local
government (Chapter 4). The Nordic model is therefore not directly exportable
to other OECD countries which are in the process of building up childcare
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capacity and quality. Furthermore, notwithstanding a growing awareness that
participation in childcare serves a child-development purpose, many countries
still consider formal childcare as a service for which working parents and
employers (see below and Chapter 7) should largely pay themselves.

... but a different mix of public support and providers
can also help parents find childcare solutions that match their needs...

The Babies and Bosses reviews advocated the use of a mixture of financing
tools. Direct supply-side subsidies should be made towards capital investment,
providers in deprived and/or scarcely populated areas and/or concerning the
provision of services to children with special needs. In addition, as in Australia
and the Netherlands, the private sector can be relied upon to provide childcare
and when combined with demand-side funding to parents which is earmarked
(vouchers), relatively high coverage of the population can be achieved. A further
advantage of this approach is that parental choice is promoted, potentially
leading to more variety in types of services and service providers, and efficiency
can be promoted as well through competition between providers. Budgetary
costs can be controlled through income testing and targeting of public supports
on families which need it most. To contribute to the long-term financial viability
of childcare systems, the role of family day-care services should be maintained
as such services are often less costly than centre-based care services. Finally, fee
support for childcare can also be linked to working hours, to pursue
employment policy objectives.

... although public support should always be tied to compliance
with standards of good quality.

Regulation of providers has been found to be necessary in order to ensure
good-quality childcare, and public funding of (private) providers should be
strictly tied to compliance with pre-set quality standards. Such quality
standards should not merely cover health and safety aspects, rules on the
number of certified staff among personnel, and staff-to-child ratios, but
should also include child developmental goals and involvement of parents in
the supervision of childcare facilities.

Policy should expand out-of-school-hours care services

At first sight it is somewhat surprising that it has taken so long for out-of-
school-hours (OSH) care to emerge as a policy priority. In theory, costs of
providing such care should be relatively low because existing infrastructure
(schools) could be used for OSH-purposes (and use of schools would avoid the
need to ferry children from one location to another), and, as child-to-staff
ratios for this older age group are relatively high compared to childcare for
pre-school children, operational costs can be low. However, in many countries
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there is a long-standing reluctance among education authorities to allow
schools to be used for this purpose. In Denmark and Sweden (the countries
with the most comprehensive system), educational authorities are happy with
the use of schools for after school “leisure activities”. Recent reforms in the
Netherlands which require schools to help organise OSH-care services and
Extended Schools in the United Kingdom are policy initiatives moving in the
same direction. The development of out-of-school-hours services deserves a
higher priority than it currently gets in many OECD countries.

1.4.5. Workplace practices

Family-friendly workplace measures are key to work/family
reconciliation...

Family-friendly workplaces are essential for the reconciliation of work
and family life. Even where countries have good public policies, if the
workplace is not family-friendly, they will have little effect. Arguably, this is
the case in Japan and Korea, for example, where public policies are similar to
those in many other countries, but where workplace practices (long hours and
seniority-based remuneration systems that punish any worker who takes
time off to care for children) make it very hard to balance work and caring
activities (Chapter 7). The most common types of family-friendly work
practices are part-time work, flexible workplace, granting days to care for sick
children, and to a lesser extent employer-provided parental leave support.
Teleworking, school-term working and employer-provided childcare support
are generally less widespread.

... but the business case for such measures alone will not make
all workplaces family-friendly...

There is potentially a “business case” for family-friendly workplace
support. Having a family-friendly workplace can motivate current staff, reduce
staff turnover, help attract new staff, reduce workplace stress and generally
enhance worker satisfaction and productivity. Companies that have introduced
family-friendly measures often report significant reductions in staff turnover,
absenteeism, and an increased likelihood that mothers return to the original
employer upon expiry of maternity leave. However, hard-nosed statistical
evidence that providing family-friendly measures will improve profitability of
companies introducing such measures is scarce. There are some such studies,
but there are as many which show that there is no such effect.
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... externalities to the bargaining process can lead to government
intervention...

Access to family-friendly workplace support provided by employers on a
voluntary basis or after agreement with unions is unequal. There is no reason to
override these outcomes, unless there are “externalities” to the bargaining
process which hamper the pursuit of public policy objectives to achieve wider
social and economic goals. For example, policy makers may be concerned about
the decline in birth rates and demographic trends, but as these issues are not of
immediate interest to employers and employees they did not determine
workplace outcomes. Policy may wish to intervene to ensure that parents have
sufficient time to spend at work and with their children, as, amongst other
things, this helps to sustaining birth rates and strengthens future labour supply.
Equity concerns about limited access among low-income workers to workplace
supports may be another driver of government intervention.

... encouraging enterprises to provide workplace supports...

Governments remain reluctant to intervene in the workplace because of
the fear of increasing labour costs and in the belief that this is an area best left
to employers and employees to negotiate. In many countries therefore, public
policy limits itself to encouraging enterprises to make more family-friendly
supports available. The Babies and Bosses reviews found that publicly supported
“consultancy” initiatives which provide tailored advice to companies are an
innovative way of fostering family-friendly workplaces, especially when they
included re-assessment to ensure long-term enterprise commitment.
However, there is not much evidence that such initiatives have become
widespread.

... or legislate to extend coverage of some family-friendly measures
to all workers.

On the other hand, some countries have introduced legislation entitling
employees to flexible workplace practices. For example, in the Netherlands
employees of enterprises with ten workers or more can change their working
hours for whatever reason, unless the courts uphold employer-objections, and
in Sweden working parents are entitled to reduce working hours until their
youngest child enters primary school. However, legislation is not always
needed in flexible labour markets: many female employees in the Netherlands
were working part-time before legislation was introduced, and many mothers
in Australia and New Zealand find it possible to work shorter hours when
children are young, increasing their working time when children turn five,
without any recourse to legal entitlements.
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Policy in the United Kingdom has granted parents with children under
age six the right to request flexible working hours (which includes reduced
working hours). This initiative can also involve costs for the employer, but, as
both the employee has to motivate his/her request and employers have to
justify why they would turn it down, it at least forces both key actors to think
and communicate about the family-friendly nature of their workplace. The
right to ask approach is a middle way which emphasises employer and
employee involvement, is flexible enough to focus on measures that suit the
workplace and the worker, and extends access to many low-income workers
whose bargaining position is relatively weak. This approach of strengthening
the position of employees with children in negotiations with their employers,
without imposing a “one-size-fits-all” solution, may be worth introducing in
other OECD countries as well.

Notes

1. The Babies and Bosses reviews did not focus on the reconciliation issues that
parents with long-term sick and/or disabled children have to face, nor did the
reviews address issues related to elderly care. The Babies and Bosses reviews did
address child development issues, but future work will address issues related to
child well-being and developmental outcomes in depth (OECD, 2008, forthcoming).

2. The most notable exceptions to the upward trend in public spending on family
benefits over the 1980-2003 period are the Netherlands (reform of child allowances
in the late 1980s) and Sweden (budget cuts in the aftermath of the economic crisis
in the early 1990s).

3. In France, there remains a certain ambiguity about supporting working parents
with children under three years of age, while in the Canadian province of Québec,
which models its policy on Scandinavian countries, there remain gaps in its childcare
policy (OECD, 2005a).
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Chapter 2

The Demographic and Family Environment

This chapter compares demographic, family and social outcomes
across OECD countries, and illustrates changing patterns in family
formation, fertility behaviour and its relationship to employment
trends and desired fertility outcomes.
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2. THE DEMOGRAPHIC AND FAMILY ENVIRONMENT

2.1. How have family structures changed?

Changing family structures, ageing populations and shifting fertility
patterns (see below) have led to a growing share of households without
children, a decline in the average size of households and a decline in the
proportion of couple families. Table 2.1 shows that in many OECD countries
(not including Canada, Ireland, New Zealand, Poland, Portugal and the Slovak

Table 2.1. Households with more than two children are uncommon

Households by number of children, 2005 Sole-parent
households
No With With With three as a proportion
children one child two children or more children | ©f a!l hou§eholds

with children
Australia 66 .. .. .. 22
Austria 70 15 11 4 12
Belgium 66 14 14 6 18
Canada 55 19 18 8 25
Czech Republic 64 17 16 3 13
Denmark 74 1 12 4 16
Finland 76 10 9 5 10
France 66 14 13 6 14
Germany 75 13 9 3 16
Greece 68 15 14 3 5
Hungary 64 17 14 5 11
Iceland 60 17 15 8 27
Ireland 45 17 16 14 22
Italy 68 17 13 3 6
Luxembourg 64 14 15 7 9
Netherlands 69 12 14 6 13
New Zealand 65 14 13 8 28
Norway 70 12 12 6 17
Poland 53 22 18 8 9
Portugal 58 24 14 3 7
Slovak Republic 54 19 19 8 6
Spain 61 20 16 3 6
United Kingdom 68 14 12 5 24
United States 68 13 12 7 33

1. Source: Australia, Family Characteristics, June 2003; Canada, Census, 2001; Iceland, NOCOSCO, 2004 ; Ireland,
Census, 2002; New Zealand, Census, 2006; Norway, Population and Housing Census, 2001; and US Census
Bureau, 2005. All data refer to children aged less than 18 living within the household and still dependent with
the exception of New Zealand where children are classified as dependent if not in full-time employment. For all
other European countries, data are taken from EU LFS, Spring 2006 (except for Denmark and Finland, 2004). Data
refer to children aged less than 24 and still dependent (inactive with at least one parent in the household).
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Republic) at least 60% of households do not include children. Moreover, while
most children live in households with one or two children, the proportion of
households with at least three children is below 10% in all countries for which
information is available, except Ireland. At one point in time, most children
are in families with two adults, but the incidence of sole-parent families has
increased markedly, and in 2005 sole-parent families in Australia, Canada,
Iceland, Ireland, New Zealand, the United Kingdom and the United States
constituted over 20% of all households with children (Table 2.1).

2.2. Changing patterns of family formation

Family life and the nature of partnerships between adults have changed in
most OECD countries. Fewer marriages are taking place than in the past; on average
across the OECD marriage rates have fallen from 8.1 marriage per 100 000 persons
in 1970 to 5.1 in 2004 (Chart 2.1). There is considerably variation across countries;
marriage rates remain highest in Turkey, Denmark and the United States and
lowest in Belgium, Greece and Italy. In contrast to other countries, since 1970, there
has been little change in the marriage rate in Denmark and Sweden.

Over the same period, most OECD countries recorded significantly higher
divorce rates, except Australia, Luxembourg and the United States (Stevenson
and Wolfers, 2007). In 2004, on average across the OECD the crude divorce rate
was 2.3 per 100 000 people, twice the level recorded in 1970 (Chart 2.1), and
this upward trend has led to an increase in the number of sole-parent families
and the number of children living in reconstituted families. In 2004, on
average across the OECD, there were just over four divorces per ten marriages.
In Belgium, there were three divorces for four new marriages; at the other
extreme, in Mexico there was only one divorce per ten new marriages.

The decline in the marriage rate has been accompanied by a tendency to
defer the age at which the first marriage occurs. On average, the mean age of
women at first marriage has increased from 23.3 in 1980 to 27.7 years in 2004,
and nowhere more rapidly than in Iceland where the mean age increased by
more than seven years over the period. In Denmark, Iceland and Sweden, a
woman who gets married for the first time is on average over 30 years of age
(Table 2.2). In many Nordic and continental western European countries,
Australia and New Zealand, cohabitation is increasingly regarded as an
alternative to marriage rather than merely a trial leading up to formal
marriage, and in Norway and Sweden there are now more adults in the age
group 20-40 who are cohabiting than in a formal marriage (OECD, 2007b).

In fact, across the OECD the mean age of women at first marriage is now
higher than the mean age of women at first childbirth (Table 2.2). Therefore, it
is not surprising that the number of children being born out-of-wedlock has
increased rapidly to on average about three in ten children across the OECD. At
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Chart 2.1. There are fewer marriages which are more likely
to end up in divorce
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Crude divorce rates Per 100 000 population Crude marriage rates
e — Belgium =
== Greece =
= Italy =
— France F
— Hungary =
m===p= Luxemboury [EE———————
e Portugal = ;
=== Netherlands [ ]
==  Germany [ ]
— Canada [—
— Austria = )
— Sweden —
o m—— Norway = ]
= Spain = ,
_— Poland = )
—— Iceland = ,
=== (zech Republic [E )
=== (QECD average [
=== United Kingdom [E
= Ireland =
=== Slovak Republic [=
== Switzerland [
= New Zealand [E
— Australia =
, Mexico _
o — Finland E
i ——— Japan
e m—T] Korea E
=5 Turkey I
—— Denmark = ,
! . . | === United States )

1210 8 6 4 2 0 2 4 6 8 10 12

1. Countries are ranked in ascending order of crude marriage rates in 2004.
Source: OECD (2007b).

o

least four out of ten children are born outside marriage in Denmark, Finland,
France, New Zealand and the United Kingdom, whereas the rate is over half in
Norway and Sweden and concerns two out of three children in Iceland.

Family life has changed in most OECD countries over the past 30 years.
Total Fertility Rates (TFRs) have fallen in all countries; marriage rates have
fallen whereas divorce rates have gone up. There is an increasing share of
births outside marriage, and an increase in the incidence of sole-parent
families in the majority of OECD countries. Teenage motherhood has become
relatively rare in most countries, but teenage birth rates remain relatively high
in Mexico, Turkey and the United States (Table 2.2).
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Table 2.2. Selected family statistics, OECD countries

Total fertilty rate Mean age oflwomen Meanlage of V\{omen Births Teenage1
at first birth at first marriage out-of-wedlock birth rate

1970 20052 1970 2004 1980 2004 1980 2004 2004
Australia 2.89 1.81 23.2 .. .. .. 12.4 32.2 14.9
Austria 2.29 1.41 .. 27.0 23.2 27.9 17.8 35.9 12.7
Belgium 2.25 1.72 243 22.2 271 4.1 31.0 8.1
Canada 2.33 1.53 231 26.3 .. .. .. 27.6 13.8
Czech Republic 1.90 1.28 22.5 26.3 215 26.0 5.6 30.6 11.5
Denmark 1.95 1.80 238 28.4 24.6 30.4 33.2 45.4 6.8
Finland 1.83 1.80 244 27.8 24.3 29.0 13.1 40.8 10.0
France 247 1.94 244 28.4 23.0 28.5 114 46.4 9.3
Germany 2.03 1.34 24.0 29.0 22.9 28.4 11.9 27.9 10.1
Greece 2.40 1.28 .. 28.0 23.3 27.5 15 4.9 9.1
Hungary 1.98 1.32 22.8 26.3 21.2 26.2 7.1 34.0 21.2
Iceland 2.83 2.05 21.3 26.2 23.7 30.9 39.7 63.7 17.6
Ireland 3.87 1.88 .. 28.5 24.6 28.2 5.0 32.3 14.0
Italy 243 1.34 25.0 .. 23.8 28.0 43 14.9 7.0
Japan 2.13 1.26 25.6 28.9 25.2 27.8 0.8 2.0 5.7
Korea .. 1.08 28.2 28.9 23.2 27.5 .. 1.3 35
Luxembourg 1.97 1.70 247 28.6 23.0 28.1 6.0 25.8 8.9
Mexico 6.82 2.20 .. .. .. .. .. .. 67.3
Netherlands 2.57 1.73 248 28.9 23.2 28.7 4.1 32.5 4.8
New Zealand 3.28 2.00 234 28.0 . 28.8 215 44.8 24.4
Norway 2.50 1.84 .. 27.6 23.5 29.1 145 51.4 9.6
Poland 2.26 1.24 22.8 25.6 22.7 24.9 4.8 171 14.7
Portugal 3.01 1.40 .. 271 23.2 26.3 9.2 29.1 18.9
Slovak Republic 2.41 1.25 22.6 25.3 21.9 25.0 5.7 24.8 20.5
Spain 2.88 1.34 .. 29.2 23.4 28.6 39 23.4 9.3
Sweden 1.92 1.77 25.9 28.6 26.0 30.7 39.7 55.4 6.9
Switzerland 2.10 1.42 25.3 29.3 25.0 28.6 47 13.3 4.6
Turkey 5.68 2.19 .. .. 20.7 22.6 29 .. 41.4
United Kingdom 243 1.80 .. 29.5 23.0 28.1 11.5 42.3 25.8
United States 2.48 2.05 241 25.1 23.3 251 18.4 35.7 50.3
OECD 2.70 1.63 24.2 21.5 23.3 21.7 11.2 30.9 15.8

1. Adolescent fertility rate; births per 1 000 women aged 15-19.
2. Year of reference for total fertility rates - Canada: 2004
Source: D’Addio and Mira d’Ercole (2005); and OECD (2007b).

2.3. Changing fertility behaviour

Low fertility rates, combined with increased life expectancy, imply rapid
ageing of the population and declines in its size in the future. The most
immediate consequence of population ageing is the loss of reproductive
potential, measured in terms of women at childbearing ages. Population
ageing has, however, other financial and economic consequences. Growing
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public spending on pensions and health care as a percentage of GDP, due to
population ageing, may put pressures on public budgets, compromising
financial stability and crowding out other expenditure programmes (e.g. those
devoted to families with children). An older labour force may be less willing or
capable to adapt to changes, in terms of both geographical and occupational
mobility. In turn, changes in the size and structure of the population may
affect economic growth: as younger cohorts shrink, the number of people
holding jobs falls, the pool of domestic savings in the economy gets smaller,
with negative consequences on productive investments (Oliveira Martins
et al., 2005). The growing number of older people may also imply risks of
greater tensions between generations. Finally, with only two, one or perhaps
no children at all, questions about the availability of family carers for adults in
their old age are set to become more important over time (Ogawa et al., 2004).

Patterns of family formation are changing such that fertility trends
contribute to concerns about future labour supply and the financial
sustainability of social protection systems. At an individual level, there is
concern about to what extent parents are able to have as many children as
they desire.

2.3.1. Birth rates have fallen in most countries

Total fertility rates declined dramatically over the past few decades, falling
from an average of 2.7 children per women of childbearing age in 1970 to 1.6
in 2004 (Chart 2.2 and Table 2.2 for data on individual countries). On average
across the OECD, the total fertility rate has been below its “replacement” level,!
since the early 1980s. Table 2.2 showed that in 2004 only Turkey and Mexico had
fertility rates well above replacement level, with birth rates above 1.9 children
per woman being close this replacement in Iceland, Ireland, France, New
Zealand and the United States. The timing and pace of decline, however, varies
widely from country to country. In Nordic countries, for example, the decline
started early, but came to a halt in the early 1990s, stabilising at a level of
around 1.8. Southern European countries, conversely, have shown a decline in
fertility rates beginning in the mid-1970s, but have now reached an extremely
low level of 1.3 children per women, the same level as recorded in Japan and
Korea, although this has fallen even further in more recent years.

The postponement of marriage and childbearing are among the key
reasons for the fall of fertility rates across OECD countries. On average across
the OECD, in most countries the mean age of childbirth has increased to
27.5 years, and at almost 27 years the mean age of first marriage is not far
behind (Table 2.2). In fact, in Austria, Finland, Denmark, Iceland, New Zealand
and Sweden (countries where cohabitation is frequently seen as an alternative
to marriage), the mean age of first marriage is at least one year above the
mean age of mothers at first childbirth.
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Chart 2.2. Fertility patterns differ across the OECD
Total fertility rates, 1970 onwards
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Table 2.2 showed that in many countries the decline in the marriage rate
has contributed to a significant proportion of children being born out of
wedlock. By contrast, in Greece, Italy, Japan, Korea and Poland, the decline in
fertility is closely related to the postponement of marriage and the decline in
marriage rates. In Japan, the proportion of 20-34-year-olds who are not
married and live at home, the so-called “parasite singles”, has grown to 45%,
up from 30% in 1980 (Nishi and Kan, 2006). Regardless of marital status, the
increase in the age of first childbirth has led to a concentration of childbearing
in ever narrower age-intervals (Kohler and Ortega, 2002) and a declining
incidence of large families in many OECD countries.

Although there are significant cross-country differences, there are some
common trends in the process of childbearing postponement to later ages
(D’Addio and Mira d’Ercole, 2005):

o In the period between 1970 and 1980, fertility rates declined for both
younger and older women. In most countries, the decline of age-specific
fertility rates of younger women is larger than that of older women. In this
period, most countries were at the onset of large-scale childbearing
postponement.

® Between 1980 and 1990, the fertility rates of younger and older women
moved in different directions in most countries: the fertility rates of women
aged 30-49 increased, while those of women aged 15-29 continued to fall.
This suggests the onset of childbearing recuperation in most countries.
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® Between 1990 and 2000, the fertility rates of younger and older women kept
moving in opposite directions for most countries. This suggests that
recuperation continued, but at a lower pace.

The childbearing patterns observed for these birth cohorts confirm that,
in all countries, recent generations of women have fewer children at early
stages of their reproductive cycle and more children at later ages. In general,
however, the higher number of children that women have when older does not
fully compensate for the fewer children that women have when young. This
suggests that the low level of fertility rates is not a temporary phenomenon,
but one that could well persists in the longer term.?

At the individual level, increasingly many women (and men) remain
childless, and in many countries this appears to be related to levels of
educational attainment, earnings capacity, and opportunities to combine
work and family commitments (Sleebos, 2003; and d’Addio and Mira
d’Ercole, 2005). In Germany, combining work and family life is perceived as
difficult for women: about 36% of all women aged 41-44 remain childless,
which is just below the proportion of childless women with a tertiary degree
(Statistisches Bundesamt, 2005). In Switzerland, for example, on average 15
to 20% of women remain childless around age 40, while this was around 40%
for women with tertiary education (OECD, 2003a). By contrast, in Sweden,
with its longstanding policy emphasis on giving both parents the
opportunity to maintain employment relationships, women with relatively
high education do not appear to have significantly less children than on
average (Batljan, 2001).

2.3.2. Children and paid maternal employment: are they more
compatible than in the past?

The male-breadwinner model involves a clear allocation of
responsibilities, with men providing family income, and women providing
care at home. Female employment was incompatible with caring for
children, but, as long as both parents generally accepted this gender division
of responsibilities, fertility rates remained stable and high. However, female
aspirations have changed as, for example, reflected in changing patterns in
participation in education and labour market behaviour while fertility rates
have declined.

The relation between female employment and fertility rates is complex.
At the level of individuals, several studies have postulated theoretically and
documented empirically the existence of an inverse relationship between
fertility rates and labour market participation of women.? However, the
relation between these two variables differs when observed across countries.
Several authors have stressed that, in recent years, the sign of the cross-
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country correlation between female employment rates (or labour force
participation rates) and total fertility rates may have changed (Ahn and Mira,
2002; and del Boca, 2003). Others suggest that while the relationship is still
negative, the degree of incompatibility between paid work and caring for
children has diminished (Engelhardtet al., 2001; and Kogel, 2001). This, in turn,
has led many more women to confront the difficulty of combining
professional and family life.

To the extent that getting a foothold in the labour market is important
before women consider having a child, unemployment is also likely to play a
role. The effects of unemployment on the timing of births and number of births
are, however, ambiguous. Unemployment may increase fertility rates, as each
woman may expect a lower probability of finding jobs and lower wages, both of
which reduce the opportunity costs of childbearing (Adsera, 2004; and Gauthier
and Hatzius, 1997). On the other hand, when unemployment is high, youth may
decide to remain in their parent’s home and/or to continue their education, both
of which contribute to postponing partnership formation and childbearing*

Chart 2.3 shows that across OECD countries the relationship between
female employment and fertility has changed significantly over the last
35 years. Apart from the general increase in female employment (note the
different scales on the horizontal axes of the panels), in 1980 there was a clear
negative correlation between female employment and fertility rates, while
in 2005, OECD countries with higher rates of female employment also had

Chart 2.3. Countries with high female employment rates now also have
the highest fertility rates
Total fertility rate and female employment rate, 1980 and 2005
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relatively high fertility rates (OECD, 2005b). Clearly, the degree of
incompatibility between paid work and having children has diminished, but
there are substantial cross-country differences: combining childrearing and
being in employment is most incompatible in the Mediterranean countries,
some central European countries, Japan and Korea.

With birth rates in excess of 1.75 per woman and with two-thirds of
women in employment, it seems that Nordic countries and Australia, the
Netherlands, New Zealand, the United Kingdom and the United States have
the best outcomes. Sometimes the compatibility of paid work and childrearing
is due to the existence of comprehensive public support systems (as in Nordic
countries), or largely related to parents making use of flexible workplace
practices. In general, since female labour market aspirations have changed, all
policies which enhance female labour force participation also help countries
to have fertility rates that are close to those needed to assure the future
stability of their populations.

2.3.3. A widening gap between desired and observed fertility rates

Changes in work and living environments and life styles have contributed
to men and women postponing parenthood, and having fewer children than
previous generations. However, to what extent does this reflect their
preferences rather than constraints imposed by, for example, labour market
insecurity, education and housing costs, and difficulties in reconciling work and
family life. Indications about the potential role of these constraints on women’s
childbearing decisions can be derived from answers to questions about the
“desired” or “ideal” numbers of children provided from opinion surveys. While
interpreting answers to these questions is not straightforward, the evidence
summarised in Chart 2.4 highlights a number of consistent patterns:”

® Women generally have fewer children than they desire. Exceptions to this
pattern - in Turkey (in all years) and Mexico and Korea (in 1980s) - are
limited to countries that are (or were) characterised by lower per capita
income and lower diffusion of contraceptive methods.

@ The gap between desired and observed fertility rates is higher in countries
where fertility rates are lowest. Some of the OECD countries where fertility
rates are lowest (Japan, Italy and Spain) in 2000 recorded the largest gaps
between desired and actual fertility rate, while countries with higher
fertility rates (France and the United States) show smaller gaps.

@ The gaps between desired and actual fertility rates have increased over the
past ten to twenty years. On average, across the countries for which data are
available in each of the three years shown, the gap between desired and
actual fertility rates grew from 1980 to 1990 and from 1990 to 2000.
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Chart 2.4. Desired fertility has fallen, but remains above observed levels
in most countries
Desired and observed fertility rates, 1981, 1990 and 2000
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Note: The observed fertility rate is measured by the total fertility rate of each country in that year. The
three bars shown for each country refer to data for 1981, 1990 and 2000, with the exceptions of Austria,
and the Czech Republic where data refer to 1990 and 2000, and of Switzerland, Poland and Turkey,
where data refer to 1990, 1995 and 2000.

Source: D’Addio and Mira d’Ercole (2005).

Information about changes in desired and observed fertility rates among
different cohorts of women can be obtained by looking at women of the same
age (29 to 39, and 39 to 49) at ten-year intervals. Chart 2.5 shows that among
younger women the gap between desired and observed fertility rates increased
strongly over time, as postponement of childbearing led to sharp falls in
observed fertility rates. Among older women the gap between desired and
observed fertility rates also widened, but by a smaller amount:® most women in
this group, who in several OECD countries in the 1980s had more children than
they desired, declared in 2000 that they desired more children than they
actually had. For women who are close to the end of their reproductive cycle,
postponement of childbearing is a less plausible explanation of this widening
gap: despite the effects of medical advances in extending childbearing until
higher ages, women in this age group are unlikely to realise fully their
childbearing intentions.
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Chart 2.5. In many OECD countries women in their 40s
have fewer children than they would like
Desired and observed fertility rates among women of different ages in selected OECD
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Note: Observed fertility rates are measured by the number of children that women of different ages
declared in the survey. Data for Germany refer to western Linder only.

Source: D’Addio and Mira d’Ercole (2005).
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Notes

1. In fertility statistics the “fertility replacement” level is defined as the cohort
fertility rate of 2.1 children per woman which would ensure the replacement of
the previous generation, and therefore population stability, under assumptions of
no immigration and of no change in mortality rates.

2. Nordic countries took the lead in adapting family policies to facilitate parental
labour force attachment; policy models now provide a continuum of support with
parental leave, child and out-of-school hours care support as well as facilitative
workplace practices. Rather than fertility rates declining to 1.2 to 1.5 children per
women, the Nordic policy model is credited with contributing to birth rates
oscillating around 1.8 children per mother, and that when family policies in other
countries mature to levels comparable to what is sustained in Nordic countries,
birth rates could well rebound from very low levels. For example, Roy and Bernier
(2007) suggest that family policy in the Canadian province of Québec now is
comparable to levels of support found in Nordic countries around 1985-1990, and
that preliminary data on total fertility rates in Québec for 2005-06 show an
increase that is in line with the recent development of a comprehensive family
support policy in this jurisdiction.

3. The seminal papers, at the theoretical level, are those by Becker and Lewis (1973)
and Willis (1973). A negative relation between paid employment and childbearing
has been empirically documented by Butz and Ward (1979) for the United States
and by Mincer (1985) on a cross-country basis.

4. In most OECD countries fertility rates are higher in periods of low unemployment
and lower when unemployment is high. There are some exceptions: in Korea both
fertility and unemployment rates have declined over the past twenty years; in
Canada, Australia and New Zealand, as well as several Nordic countries, swings in
unemployment rates are not associated with significant changes in fertility rates.
Conversely, in southern European countries, higher unemployment strongly
reduces fertility, as the low female participation in the labour market implies that
the substitution effect arising from a decrease in the opportunity cost of the
woman'’s time is small compared to the income effect from the loss of male
income (Ahn and Mira, 2002). The negative association between unemployment
and fertility rates seems to hold also when considering the female unemployment
rate instead of the overall unemployment rate (Adsera, 2004).

5. Survey evidence about desired fertility, as available for most OECD countries, is
based on data from the various waves of the World Values Survey, 1981, 1990,
1995-97 and 2000 (World Values Survey Association, 2004), as well as from the
EFILWC (2004). Data on “desired fertility” need to be interpreted with care, given
differences in the wording of the questions in the two surveys. The question in the
World Values Survey is: “What do you think is the ideal size of the family - how
many children, if any?”; the question in EFILWC (2004) Eurobarometer is: “For you
personally, what would be the ideal number of children you would like to have or
would have liked to have had?”

6. Changes in the demographic composition of women also affect changes in the gap
between desired and observed fertility rates; Chart 2.5 suggests that a growing
share of older women ceteris paribus is likely to lead to smaller aggregate
differences between desired and observed fertility levels.
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Chapter 3

Parents in Employment -
Achievements and Challenges

This chapter discusses parental employment patterns in OECD
countries. The presence of children in households has little effect on
how much men work, but it can profoundly affect maternal labour
force behaviour. In general, mothers have strengthened their labour
market attachment in recent decades, but there are considerable
differences in employment patterns across countries. Apart from
the discussion of employment trends and how maternal
employment outcomes vary with the age and number of children,
this chapter also considers gender wage gaps and gender
differences in the contribution to household earnings, as well as
joblessness among families and the related issue of family poverty.
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In many OECD countries, female and maternal employment patterns have
changed radically since the late 1960s, with a rapid increase in female
employment. However, notwithstanding the enormous improvement in the
labour market position of women, significant challenges remain. Female
employment remains concentrated in certain occupations and sectors, and in
terms of hours in work, employment contracts of fixed duration, earnings and
hours in unpaid work, gender differences remain substantial. To a
considerable extent these gender differences are related to the presence of
children in families: while children affect female employment patterns
noticeably, they seem to have little impact on male labour force behaviour.

This chapter illustrates the different labour market outcomes for men
and women, and how parental work and family reconciliation solutions differ
among fathers and mothers. It starts with an overview of trends, followed by
a more in-depth look at maternal employment outcomes. In view of
stubbornly persistent gender pay gaps, the chapter then considers remaining
challenges in improving the labour market position of mothers and fathers,
and concomitantly reducing the risk that children grow up in poverty, which is
particularly high in households where no one works.

3.1. Key labour market achievements
3.1.1. Trends in female labour force participation

Changing female aspirations have led to increased female labour market
participation in many OECD countries — and the biggest change in behaviour
was among married mothers.! The timing of the increase varied across
countries, for example, in Australia, the Nordic countries, New Zealand and
the United States, the increase started in the early 1960s (OECD, 1999a), while
in the past two decades the largest increases have been observed in Ireland,
the Netherlands and Spain (Chart 3.1).

Increasing female employment is associated with a number of factors,
including the shift from agriculture and manufacturing to services. By 2005,
two-thirds of all OECD employment was in the service sector, and with four out
of five women in service sector employment, the importance of this sector’s
growth in fostering female labour participation can hardly be exagerated.

Supply-side factors have, however, also played a key role in developing
female employment, among them women’s rising educational levels, higher

42 BABIES AND BOSSES: RECONCILING WORK AND FAMILY LIFE - ISBN 978-92-64-03244-6 - © OECD 2007



3. PARENTS IN EMPLOYMENT - ACHIEVEMENTS AND CHALLENGES

Chart 3.1. Women participate increasingly in paid work
Female employment population ratios (age 15-64), 1980-2005
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1. For Korea, data refer to ages 15-59 prior to 1989.
Source: OECD database on Labour Force Statistics.
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real female wages, changing preferences for paid work as well as other factors
such as a greater reliance on two incomes to sustain family spending patterns.

Around 25% of all employed women and a third of employed mothers
work part-time in the OECD area, with the rates of part-time work among
women being particularly high (around 40% or more) in Australia, Germany,
Switzerland and the United Kingdom and highest in the Netherlands at over
60% (Table 3.1). At around 5% the share of part-time is particularly low in the
Czech Republic, Hungary and the Slovak Republic.

Among prime-age women (aged 25 to 54 years old), 69.8% on average
were participating in the labour force and 65.7% were employed in 2006 (OECD,
2007c). However, large cross-country differences persist. In 2006, the
employment rates of prime-age women ranged from 26.6% in Turkey, and 50%
in Mexico to above 80% in Denmark, Iceland, Norway and Sweden (Table 3.1).

Compared to men, the position of women in the labour market remains
weak. Women are more likely than men to have a temporary employment
contract, particularly in Finland, Japan and Korea. Women are also less likely
then men to be in managerial and supervisory jobs. Although the number of
reported jobs with management and supervisory responsibility varies from
country to country, women in Italy, Japan, Korea and Spain have the most
difficulty getting through to the top. The proportion of managers among men
is three times as high as for women in Finland, Italy and Switzerland, and the
gap is not much smaller in Germany, Luxembourg, the Netherlands, Norway
and Spain (Table 3.1).

3.1.2. Maternal employment

On average across OECD countries in 2005, more than six out of ten
mothers with dependent children were in paid employment, while for the
EU19 countries the average was two percentage points lower (Table 3.2). There
is considerable cross-national variety. At below 50% in 2005, employment
rates for mothers with dependent children (0-16) were lowest in Hungary, Italy,
Poland and the Slovak Republic, while these employment rates in Germany,
Greece, Ireland, Japan and Spain were also below 55%. By contrast, in 2005
more than two out of three mothers were in paid employment in Canada, the
Netherlands, Switzerland and the United States while maternal employment
rates were highest, at around 75% or more in Nordic countries.

Nearly all employed mothers typically take a short break from paid work
just before birth and while their children are infants, i.e., a few months old. After
this period, differences in national parental leave and childcare support
arrangements (Chapters 5 and 6) contribute to different labour force behaviour
of mothers. Whereas in some countries, e.g., Portugal or the Netherlands,
mothers frequently return to the workplace after a few months of paid
maternity leave, in many other countries combined paid maternity and
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Table 3.1. Selected labour market statistics by gender, OECD countries, 2006

Share Share Share
E of part-time of service sector Management of temporary
mployment rate S . .
(age 25-54) emlployment in civilian and supervisory jobs, gmployment
in total employment, 2000 in dependent
employment 2005 employment
Men Men Men Managers Managers Prop:frtlon Men
and Women| and Women| and  Women among - among managers| and  Women
women women women male  female who are | women
workers workers
female
Australia 79.2 71.4 27.1 40.7 75 87.9 .. .. .. 5.2 5.9
Austria 83.5 77.0 17.3 314 66.9 815 6.5 3.7 311 91 8.8
Belgium 782 70.8 19.3 34.7 733 87.2 7.3 3.9 29.4 8.9 10.8
Canada 81.6 771 18.1 26.2 75.3 87.9 9.3 6.1 37.8 13.0 13.7
Czech Republic 825 81.3 3.3 5.6 56.4 70.6 54 2.7 30.0 8.7 101
Denmark 85.5 81.7 18.1 25.6 726 85.8 47 2.2 23.4 9.6 11.2
Finland 82.5 79.7 11.4 14.9 69.1 84.5 7.3 2.2 29.8 16.4 20.0
France 80.0 734 13.3 229 . .. 5.9 33 33.6 12.9 13.4
Germany 78.8 72.7 21.9 39.2 67.6 82.2 47 1.7 23.4 14.2 14.0
Greece 75.3 60.6 75 12.9 65.2 76.1 29 14 244 121 147
Hungary 74.2 67.6 2.7 42 62.2 75.9 6.4 43 38.3 6.7 6.0
Iceland 89.1 83.8 16.0 26.0 7.7 86.3 9.2 42 311 9.6 9.7
Ireland 784 68.1 19.9 34.9 65.5 85.8 55 43 38.8 42 49
Italy 733 59.3 14.9 29.4 64.6 79.3 37 0.8 12.8 13.0 15.3
Japan 79.6 66.6 245 40.9 66.4 76.8 . . 9.6 14.0 223
Korea 739 60.0 8.8 12.3 65.2 74.4 .. .. 7.8 29.4 325
Luxembourg 80.7 68.4 12.7 27.2 .. .. 55 21 20.4 53 58
Mexico 69.9 50.0 15.1 27.6 572 75 .. .. .. 20.3 11.9
Netherlands 82.0 75.1 35.5 59.7 .. . 10.8 42 23.0 16.2 17.6
New Zealand 82.1 74.4 213 345 70.7 84.3 .. .. 38.0 .. ..
Norway 84.4 81.0 211 329 75.7 90.3 14.3 55 26.6 10.1 12.6
Poland 71.8 65.3 10.8 16.3 534 66.2 5.1 3.6 38.2 273 26.0
Portugal 81.3 75.3 9.3 13.2 57.3 68.5 1.9 0.9 28.3 20.2 215
Slovak Republic ~ 77.2 70.2 25 41 56.3 72 47 3.2 38.2 5.1 5.2
Spain 75.8 63.7 11.1 214 64.8 84 29 1.0 17.2 34.4 37.3
Sweden 84.7 815 13.4 19.0 75.7 89.6 5.6 25 31.6 16.8 18.7
Switzerland 85.2 77.6 25.5 457 725 85.4 8.1 2.6 21.2 13.6 141
Turkey 542 26.6 7.9 17.8 458 33.3 .. .. .. 12.7 12.0
United Kingdom  81.2 74.9 234 38.8 76.2 89.6 18.4 10.2 334 5.6 6.3
United States 79.8 725 12.6 17.8 78.6 90.0 7.6 3.9 30.0 42 42
EU19 78.0 69.8 16.6 29.0 .. .. .. .. ..
OECD 76.5 65.7 16.1 26.4 66.3 79.2 .. .. .. 1341 14.0

Data on employment rates in Luxembourg concern 2005; data on part-time employment concern 2004 for
Mexico; part-time employment in Japan refers to less than 35 hours per week: data for Australia, Japan and
Korea concern actual hours worked per week and not usual hours as for the other countries. Data for the
United States concern dependent rather than total employment.

Data on temporary employment concerns 2002 for Iceland, 2004 for Korea and Mexico, and 2005 for Austria,
Greece, Japan, Luxembourg and the United States.

Source: OECD database on Labour Force Statistics - employment rates, and part-time employment; OECD, Annual
Labour Force Statistics database - service sector employment, except for the United States with data taken from
Bureau of Labor Statistics, Current Population Survey Statistics, Household Data, Annual Averages, Table 17,
Employment by Industry, Sex, Race and Occupation; ILO, Laborsta (women and management); and the OECD
database on Temporary Employment, except for Korea where data on the incidence of non-regular employment
was taken from Grubb et al. (2007).
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Table 3.2. Most mothers are in paid work, especially when children
go to school, 2005

Maternal employment rates, women aged 15-64

By age of youngest child By number of children under 15
0-16 <2 3-5 6-16 One child ~ Two children Three children

Australia 63.1 48.3 70.5 63.3 58.1

Austria 64.7 60.5 62.4 67.5 67.7 60.1 46.5
Belgium 59.9 63.8 63.3 56.9 58.3 58.5 394
Canada 70.5 58.7 68.1 711 70.1 732 66.3
Czech Republic 52.8 19.9 50.9 67.6 57.4 525 344
Denmark 76.5 71.4 77.8 775 .. .. -
Finland 76.0 521 80.7 84.2 7.2 70.9 60.1
France 59.9 537 63.8 61.7 62.2 57.6 38.1
Germany 54.9 36.1 54.8 62.7 58.4 51.8 36.0
Greece 50.9 49.5 53.6 50.4 48.4 444 374
Hungary 45.7 13.9 49.9 58.3 53.7 48.3 24.6
Iceland 84.8 83.6 86.5 88.5 82.3

Ireland 57.5 55.0 59.9 55.4 525 42.3
Italy 481 47.3 50.6 475 48.3 41.0 27.4
Japan 52.4 28.5 475 68.1 .. .. ..
Luxembourg 55.4 58.3 58.7 52.7 56.0 49.8 33.8
Netherlands 69.2 69.4 68.3 69.4 70.1 70.6 59.9
New Zealand 64.6 45.1 60.6 75.3 64.1 64.5 56.7
Poland 46.4 .. .. .. 427 35.6 28.5
Portugal 67.8 69.1 7.8 65.4 63.5 59.2 461
Slovak Republic 484 23.1 46.6 60.4 56.4 494 315
Spain 52.0 52.6 54.2 50.9 51.1 447 38.5
Sweden 82.5 719 81.3 76.1 80.6 84.7 75.6
Switzerland 69.7 58.3 61.7 77.0 69.5 65.4 58.0
United Kingdom 61.7 52.6 58.3 67.7 67.1 62.4 42.3
United States 66.7 54.2 62.8 73.2 .. .. ..
EU19 59.5 51.1 58.2 63.2 59.4 55.2 41.2
OECD average 61.5 51.9 61.3 66.3 60.6 57.0 44.0

Source: Australia, Australian Bureau of Statistics (2005); 6224.0.55.001 FA2 Labour Force Status and Other
Characteristics of Families; Statistics Canada (2001 data), Statistics Denmark (1999 data), Statistics Finland
(2002 data), Statistics Iceland (2002 data for women age 25-54), Japanese authorities (2001 data), Swiss LFS
(2006 second quarter data), UK Office of National Statistics (2005 data), and the US Current Population Survey
(2005 data); all other EU countries, European labour Force Survey (2005 data), except for Italy which concerns 2003.

parental leave schemes cover an employment-protected period of absence from
work for about one year (Chapter 5).

Table 3.2 shows that in the Czech Republic, Hungary, Japan and the Slovak
Republic women often withdraw from the labour force upon childbirth. For
Korea (see OECD, 2007d), it is not uncommon that women resign from their job
upon marriage. In some countries, mothers often withdraw from work during
the first three years of their children’s lives - via paid leave schemes or career

46 BABIES AND BOSSES: RECONCILING WORK AND FAMILY LIFE - ISBN 978-92-64-03244-6 - © OECD 2007



3. PARENTS IN EMPLOYMENT - ACHIEVEMENTS AND CHALLENGES

breaks or both - and then return to paid work. This practice is common in for
example, Austria and Finland, but whereas women with home care payments
in Finland are frequently not counted as employed in the national statistics,
their counterparts in Austria are. Institutional differences regarding parental
leave arrangements (Chapter 5) and recording practices in labour force
surveys complicate comparisons of employment rates of mothers with very
young children (Box 3.1).

Table 3.2 shows that in many countries maternal employment rates
rebound when children are three to six years of age, and maternal
employment rates often increase further when children enter primary school
around age six. Table 3.2 masks considerable cross-national differences in the
dynamics of the nature of employment relationships. For example, in
Australia and New Zealand (OECD, 2002a and 2004a), mothers often reduce
hours of work per week to care for young children and increase hours when
children go to primary school at age five, in contrast to the Netherlands and
Switzerland where part-time employment is a more permanent feature for
mothers with children throughout childhood (OECD, 2002a, 2004a). The
employment position of “mother returners” in Japan and Korea is relatively
weak as they frequently cannot go back to regular employment but have to
make do with non-standard employment conditions of a relatively
unfavourable nature (OECD, 2003a and 2007d).

Employment rates tend to be lower for mothers with a greater number of
dependent children. In 2005, on average almost 60% of mothers with one child
were in paid employment, while this was about 55% of mothers with two
children, while in Greece, Hungary, Italy, Luxembourg, Poland, the Slovak
Republic and Spain, less than half of mothers with two or more children were in
paid employment in 2005. Maternal employment rates tail off even further in the
presence of a third child, to below 30% in Hungary, Italy and Poland (Table 3.2).

Looking across the OECD, the increase in female and maternal
employment has led to an increase in the share of couple families where both
adults are in paid employment. By the early 2000s, in most countries the male-
breadwinner household had been replaced by the dual-earner couple: 60% of
couples are now dual-earner families, and this proportion exceeds 80% in
Nordic countries (Chart 3.2).

However, while “dual earnership” has become the norm among couple
families, in Australia, the Netherlands, Switzerland and the United Kingdom
fathers in most couple families tend to work full-time, while many mothers
work part-time. In Denmark, Canada, Finland, Portugal and Sweden, both
parents work on a full-time basis in most couple families (OECD, 2002a, 2003a,
2004a and 2005a).
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Box 3.1. Mothers in employment are not always at work

Cross-country comparisons of data on mothers in employment have to be
made with care, as differences in parental leave arrangements and the way
these are treated in labour force statistics vary. In principle, all women on
maternity leave are counted as employed. EU guidelines stipulate counting
parents as employed when they are on parental leave for less than three
months or with continual receipt of a significant portion of previous earnings
(at least 50%). However, national treatment of parental leave varies widely.
For example, many parents on parental leave in Austria (up to two years) are
counted as employed, while leave is technically unpaid (there is an income
support benefit for all parents with a child not yet 30 months old, Chapter 5).
By contrast, many of the parents in Finland on home-care leave (which is
often taken when the child is one to three years of age) are often not included
in the employment statistics; instead they are classified as inactive.

The effect is shown in the chart below. Considering employment rates for
mothers with a child not yet three years of age, these are highest in Austria and
Sweden at about 72%. However, when we look at mothers with young children at
work (and not on leave) employment rates are high in Australia, Ireland and Sweden

The majority of mothers with very young children are not at work

Employment rate and the proportion of mothers at work and on leave by age
of youngest child, 1999-2003!

% I Mothers in work [ Mothers on maternity/parental leave
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1. Years of reference: Australia (2000); Austria, Canada and Japan (2001); Denmark (1999);
Finland and Ireland (2002); and Sweden and the United Kingdom (2003).
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Box 3.1. Mothers in employment are not always at work (cont.)

at around 45%, and highest in Denmark at over 50%, where mothers generally
work on a full-time basis (around 38-39 hours per week). In contrast to what
employment data seem to suggest, in terms of mothers at work Austria and
the United Kingdom appear to be rather similar, at just over 30%, with the
majority of mothers working part-time. By comparison, in Japan, there are
not many mothers with young children on maternity leave; many Japanese
women still withdraw from the labour force upon childbirth.

Chart 3.2. Most couples are dual-earner families
Distribution of paid employment among couple families, 2000-02
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Source: OECD (2002a, 2003a, 2004a and 2005a); Denmark (1999), United Kingdom (2003). For the US:
Bureau of Labor Statistics, Current Population Survey (2005 data).

3.2. Remaining challenges

In many respects, the story of changing female labour market
participation is one of success. More parents are working than before, and
women and mothers who were denied the chance to pursue achievement
through labour market careers, with the financial independence that work can
bring, face vastly improved life chances than previously.

Notwithstanding the high proportion of women and mothers in
employment, they still face considerable labour market challenges. In general,
labour market outcomes for women are not as good as those of men; maternal
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employment conditions lag behind those of their husbands/partners, in terms
of working hours, pay and career opportunities.

There also remains a significant group of households without earnings,
and many of these households are sole-parent families. Sole mothers have
worse outcomes than sole fathers, and most single parents are women,; labour
market losses associated with sole parenting are experienced almost
exclusively by women, and this population group faces particular challenges
in trying to cope with work and family commitments.

3.2.1. Gender differences in labour market outcomes

Despite the undoubted improvements in the labour market situation of
women in recent decades, in all OECD countries there remain significant
differences in employment outcomes for men and women. Many of these
differences can be related to the period of family formation. Chart 3.3 shows
that employment rates for men and women tend to be similar between the
ages of 20 and 24 years, but that they diverge in the period of family formation.

The sharp increase in female employment since 1980 (Chart 3.1) and the
slight decline of male employment rates over the same period has led to a
narrowing of the gender gap in employment. Female employment has grown
among women of all ages, and also because many women in younger cohorts,
for example, in Ireland, increasingly seek to combine paid work with raising
children. Employment gains for women in Greece, Italy and Spain, however,
have not been sizeable enough to generate an appreciable narrowing of the
gender gap in employment. Consequently, in 2004-05, gender differences in
employment rates for prime-age workers remained largest in Greece, Italy,
Japan, Korea, Luxembourg, Mexico, Spain and Turkey.? At very high
employment rates, gender employment gaps are smallest in the Nordic
countries. The overall gender employment gap is narrower in Canada and the
United States than in many European OECD countries.3

OECD (2002b) showed that maternal employment gaps differ in the way
they arise. For example, in Greece, Italy, Luxembourg and Spain employment
rates for women without children are already about 30 percentage points
lower than for men (the “pure gender gap”), and make up about three-quarters
of the difference in employment rates between men and mothers with one
child (the “maternal employment gap”). By contrast, in Canada, the Czech
Republic, France and Germany, the “pure gender gap” is less than half the
“maternal employment gap”.

In the absence of longitudinal data that follow a cohort of workers over
the life-cycle, the chart presents cross-sectional data for on employment rates
by age and gender for 2005.
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Chart 3.3. Age-employment profiles, men and women
Employment rates by age, 2005
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Chart 3.3. Age-employment profiles, men and women (cont.)
Employment rates by age, 2005
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Source: OECD Labour Force Statistics database.
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The impact of education

Employment rates are generally much higher for women with tertiary
qualifications than among low-educated women, and gender employment
gaps are lower. Higher education is likely to give women access to more
interesting and well-paid occupations, making paid employment more
attractive and formal childcare arrangements more affordable.

Table 3.3 shows that across the OECD the employment rate of women
aged 25-64 was about 20 percentage points lower than for men in 2004.
Employment rates for women who have not completed secondary education
were more than 30 percentage points lower than for men in Ireland, Italy and
Spain, more than 40 percentage points lower in Greece and Mexico, and more
than 60 percentage points lower in Turkey.

Other than in Japan and Korea, the gender employment gap for women
with tertiary education is lower than for women who have attained less than
secondary education. For women who have completed tertiary education, the
employment gap is only 10 percentage points, and in Nordic countries,
Portugal and the United Kingdom it is less than 5 percentage points. Education
thus proves to be an important instrument in helping women to find
employment, except in Japan and Korea, where women have caught up with
men in terms of participating in education (Box 3.2), but not in terms of
workplace opportunities.

The differences in current and past educational practices contribute to
employment outcomes that are gender-segmented by occupation or sector. The
large majority of employed women and men are concentrated in a small number
of occupations that tend to be either female or male-dominated, but in general
women are concentrated in far fewer occupations than men; about ten
occupations account for half of female employment compared with about 20 for
men. Men are predominant in manual and production jobs (Chart 3.4, p. 58). By
contrast, women are over-represented in clerical occupations, sales jobs,
childcare, health and teaching professions, and domestic and personal care
services (Chart 3.4). As health, childcare and education in Nordic countries are
within the public domain, this contributes to about half of female employment in
these countries being in the public sector (Table 3.1). However, it cannot be said
that the degree of occupational segmentation tends to be higher, when female
employment rates are higher; countries with high and low female employment
rates can be found at both ends of the spectrum of occupational concentration.

Gender pay differences

Reflecting the rise in educational attainment and training and work
attachment for women relative to men, the size of the gender wage gap has
tended to decline over the past two or three decades in all countries for which
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Table 3.3. Gender employment gaps are smaller at higher levels
of educational attainment

Female employment rates (aged 25-64), as related to male employment rates (aged 25-64),
by level of educational attainment, 2004 or latest year available

) Less than upper secondar,
Alllevels of education edl?c‘;tion ’ University/tertiary education
Employment rate  Gender gap' |Employment rate  Gender gap' |Employment rate  Gender gap'
Australia 64 20 51 23 79 11
Austria 63 15 45 19 79 10
Belgium 59 17 45 28 81 8
Canada 7 11 52 20 80 6
Czech Republic 63 19 39 14 79 13
Denmark 74 9 55 17 85 2
Finland 71 5 59 11 83 6
France 64 13 59 17 77 7
Germany 62 13 43 18 79 8
Greece 51 32 43 43 76 13
Hungary 57 15 35 11 79 9
Iceland 83 8 76 11 93 3
Ireland 60 23 46 38 83 9
Italy 49 28 44 35 77 11
Japan 60 29 53 26 67 26
Korea 56 30 59 24 57 32
Luxembourg 57 26 43 28 75 16
Mexico 46 46 47 47 73 18
Netherlands 66 17 51 28 83 6
New Zealand 71 17 55 22 80 11
Norway 77 7 55 16 88 3
Poland 55 13 31 14 80 6
Portugal 68 14 74 12 87 1
Slovak Republic 56 17 20 9 79 9
Spain 52 29 48 36 78 9
Sweden 78 4 66 13 87 1
Switzerland 86 8 59 20 82 13
Turkey 26 51 18 61 63 18
United Kingdom 73 10 47 13 86 4
United States 69 12 47 21 78 11
OECD average 63 19 49 23 79 10

1. Percentage point difference between the employment rates for men and women 25-64 years old.
Source: OECD Education at a Glance, 2006.

data are available (OECD, 2002b; and Weichselbaumer and Winter-Ebmer, 2005

and 2007). Since the early 1980s, the largest declines have occurred in the
United States from a relatively high level and in France from a lower level.
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Box 3.2. Despite marked progress, gender differences
in education persist

The population structure in terms of levels of educational attainment is
very different across the OECD. In Mexico, Turkey and Portugal, less than
40% of the 25- to 34-year-olds have completed secondary education
compared with over 95% in Japan, Korea and Norway (see chart below).
However, in all OECD countries younger generations are doing better than
previous generations, and nowhere more so than in Korea, where 97% of
those aged 25-34 have completed secondary education as opposed to about
half of those in the age group 45-54.

In terms of educational attainment women are overtaking men

Percentage of population that has attained at least an upper-secondary education,
by gender and age group, 2004
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Countries are ranked in descending order of female educational attainment for the age group 25-34.
Source: OECD Education database.
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Box 3.2. Despite marked progress, gender differences
in education persist (cont.)

Furthermore, on average across the OECD women have made bigger gains
than men; in fact, they are overtaking men in terms of educational
attainment. In 2004, on average 61% of women in the age group 45-54 had
completed secondary education compared to 66% of men. However, for the
younger age group 25-34, 76% of men had completed secondary education,
compared with 78% of women. A considerable improvement in labour market
outcomes for women can thus be expected, if the labour market allows
women to cash in on their (and their parents) investment in their education.

Levels of educational attainment may have become similar, but there remain
profound gender differences in chosen areas of study (see chart below). On
average across the OECD, almost three-quarter of women who “majored” had a
degree in a health and welfare field of study, while three-quarters of graduates in
engineering, manufacturing and construction subjects were male (OECD, 2006b).
This gender gap in topic of study contributes to differences in earnings’ levels.

Almost three-quarter of female graduates complete health
and welfare subjects of study
University graduates in health and welfare subjects, by gender, 2004 or latest year
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I Women [ Men
100
90
80
70
60
50
40
30
20
10

’ D SR @RS SRR & IR
‘:\ ﬁi“v\\;—; \\f rz&@"’&“ ig’&*é%t S Qﬂ\» R \"’%Q@g\ /\?\ Q} @Qgéi(g}{z@%
N %&\Q’Q ,&60 (§~$ %
PR
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Box 3.2. Despite marked progress, gender differences
in education persist (cont.)

OECD (2004b) found that the levels of mathematical literacy at age 15 (or the
end of compulsory schooling) were higher among boys than girls in all countries
except Iceland (see chart below), so gender differences are present before
compulsory schooling is finished. However, the differences in performance were
fairly modest, ranging from over 20 points difference in Korea to just 5 percentage
points difference in Australia and the Netherlands. By comparison, girls far
outperform boys on the equivalent reading literacy scale.

Boys are slightly better than girls in maths, but are outclassed
in reading literacy skills
Gender differences (boys-girls) in student performance
in reading and mathematical literacy
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Source: OECD (2004b).

The relatively low entry rates of women into maths and science courses are
more likely to be related to attitude than aptitude. OECD (2006b) shows that
there are marked differences between males and females in their interest in
and enjoyment of mathematics. As these differences help shape student’s
education choices and career patterns, policy needs to focus on changing
attitudes towards mathematics among students at an early age (OECD, 2006b).
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Chart 3.4. Female employment is concentrated in a relatively small number
of occupations

Number of occupations that account for half of total employment,
2004 or latest year available
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Many more women than men work as: Many more men than women work as:
Pre-primary education teaching associate Miners, shot firers, stone cutters and carvers (80.2)
professionals (14.5) Building frame and related trades workers (64.8)
Nursing and midwifery professionals (10.1) Ships’ deck crews and related workers (52.9)
Secretaries and keyboard-operating clerks (9.8) Building finishers and related trades workers (35.4)
Nursing and midwifery associate professionals (9.5) Mining and construction labourers (35.3)
Personal care and related workers (9.3) Agricultural and other mobile plant operators (30.5)
Primary education teaching associate professionals (6.2) Mining and mineral-processing-plant operators (24.5)
Shop, stall and market salespersons Metal moulders, welders, sheet-metal workers,
and demonstrators (5.8) structural-metal preparers, and related trades
Special education teaching professionals (5.6) workers (23.1)
Domestic and related helpers, cleaners Machinery mechanics and fitters (21.7)
and launderers (5.4) Power-production and related plant operators (15.9)

Primary and pre-primary education teaching (5.3)
Source: European Labour Force Survey and March Current Population Survey for the United States.

Nevertheless, in terms of employment outcomes, a gender equitable
society is some way off (Box 3.3) and women are still more likely to work in
temporary employment relationships and/or part-time jobs where wages tend
to be lower than in permanent and full-time jobs. Hence, despite the
narrowing trend women still earn, on average, 16% less than men per hour
worked (OECD, 2006c). In the United States, the gap is around 23%, while
among EU countries the wage gap ranges between 10 and 25%; in Japan and
Korea, the gender wage gap is highest as women on average earn one-third
less than men.

A substantial part of the gender wage gap in each country, and part of the
differences between countries, can be accounted for by gender differences in
the composition of the workforce. The overall degree of wage inequality in
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Box 3.3. Fathers and families

There are two main reasons why some policy makers are concerned about
the amount of time that fathers spend with their children. The first is that
getting fathers to take their parental responsibilities seriously is good for the
child and even, possibly, good for the relationship between the parents.
Keeping fathers in contact with their children following break-up of the
relationship between parents is an objective of policy in many countries.
Encouraging fathers to play a more prominent role in the care of their
children can be motivated by such concerns.

The second reason for being concerned about the amount of time fathers
spend with their children is because this makes it easier to meet other
public policy objectives. For example, governments may wish that parents
spend an extended period with their very young children without using
formal childcare which, especially for very young children can be costly to
provide (Chapter 6). Moreover, the key to a more gender equitable
employment outcomes requires men to act upon the notion that work and
family reconciliation is also their concern. As long, as mothers rather then
fathers reduce labour force participation in the presence of children, and
make use of parental leave provisions, are of course employers who
perceive women as less committed to their career than men, and are
therefore less likely to invest in female career opportunities. However, if
fathers also take leave (and individualization of paid leave in Iceland has led
to a marked increase in use by fathers, see Chapter 5), reduce working hours
or start using flexitime arrangements when children are young, then in
principle it becomes possible to ensure that both fathers and mothers
fathers have sufficient time to spend at work and with their children. In
turn, this would help to sustain birth rates, strengthen future labour supply
and reduce child poverty risks.

each country also underpins, and possibly accounts for much of, the cross-
country variation in the size of the gender wage gap (Blau and Kahn, 2001).

The interruptions to women’s working careers associated with
motherhood also contribute to the wage gap (Box 3.4). Despite equal pay for
equal work provisions and anti-discrimination legislation in most OECD
countries, part of the gender gap in earnings in each country may also reflect
discrimination against women in the labour market. However, given that
discrimination is rarely directly observable and because of other measurement
problems, it is difficult to pin down precisely its contribution to the size of the
gender wage gap within and across countries.
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Box 3.4. Lower female earnings: the costs of children

There are different reasons why mothers earn less over their lifetime than
other women, or men. One is that women with children are less likely to work
in the labour market than other women, or men. A second is that women
with children, when they do work, tend to work fewer hours. Third, they tend
to earn lower wages. Fourth, due to foregone employment and lower pay,
income in retirement also tends to be low.

In one of the first studies of the “indirect” costs of children (by which is
meant lost earnings, as opposed to direct costs which are those arising from
increased consumption needs), Calhoun and Espenshade (1988) derived
estimates of the impact of children on hours of market work and earnings for
American women aged 15 to 55. Using panel data from the National
Longitudinal Survey of Labour Market Experience, potential earnings (based on
a human capital wage model) were combined with the working-life histories
implied by the life-table analysis to estimate opportunity expenditures (i.e. the
money value of foregone employment opportunities) associated with different
childbearing patterns. The findings included that opportunity expenditures on
children have been declining over time and were roughly proportional to the
number of births, for women of similar background and labour market
experience. Furthermore, labour supply reductions immediately following
each birth contributed most to observed opportunity expenditures, whereas
the marginal effect of total family size is small by comparison.

Using British data from the 1980 Women and Employment Survey, Joshi (1990)
found that a woman who had two children would give up nearly half the
lifetime earnings that she otherwise might have had, with these lost earnings
due, in roughly equal parts, to reduced participation in the labour market,
shorter hours of work, and lower wages. For the 1990s, using data from the
British Household Panel Survey, analyses again showed that the typical
woman, with a medium level of education, gave up roughly half the earnings
she otherwise would have had upon having children. However, they also
indicated that the earnings costs of motherhood were now much lower for
the highly educated women, who had become increasingly likely to return to
their jobs post-childbirth and on a full-time basis (Joshi and Davies, 2002).

Using data from the Australian Negotiating the Life Course Survey (NLCS), Gray
and Chapman (2001) find that for women who have completed secondary
education, having one child decreases after-tax lifetime earnings by around
AUD 162 000 (additional earnings losses from second and third children are
relatively small). Women with one child are estimated to earn 63% of what they
would have earned had they remained childless. Because Australian mothers
are more likely to return to the workforce and do so more quickly after
childbirth than previously, the family gap in lifetime earnings between
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Box 3.4. Lower female earnings: the costs of children (cont.)

childless women and those with children while remaining considerable had
more than halved between 1986 and the end of the 1997 (Chapman et al., 2001).

Cross-national studies suggest that institutional differences in family-
friendly policy stances can have a significant impact on the opportunity costs
of children. Joshi and Davies (1992) compared foregone earnings in West
Germany, France, Britain and Sweden due to lost years of employment, lower
hours when the mother returns to the labour force, and lower rates of pay
after childbearing. They estimated that the hypothetical West German
mother in 1980 lost 49% of her undiscounted lifetime earnings if she
embarked on the employment and earnings path typically associated with a
two-child family, and the hypothetical British mother lost more, 57%.
Swedish and French women’s earnings are less affected by childrearing, the
former losing 12% and the latter 6%, due to widely available public childcare
in these two countries. Datta Gupta and Smith (2002) also found that children
do not on average seem to have any long-term effect on their mother’s wages
compared to non-mothers.

Sigle-Rushton and Waldfogel (2006) use cross-section data from the
Luxembourg Income Study to compare the earnings of women with children
relative to childless women and to men in eight countries — Canada, Finland,
Germany, the Netherlands, Norway, Sweden, the United Kingdom and the
United States. They find that in the Nordic countries, mothers at age 45 have
earned between 82 and 89% of what non-mothers have earned. At the other
extreme, mothers in the Netherlands and Germany have earned only 56 to 74%
of non-mothers’ earnings by age 45. The story for women in the Anglo-Saxon
countries is more complicated. Comparing mothers to non-mothers, women in
the United Kingdom are similar to women in the Netherlands and Germany,
earning between 67 and 75% of non-mothers’ pay. Mothers in Canada do
better, earning only 17 to 19% less than childless women, and mothers in the
United States do even better, earning only 11 to 19% less than non-mothers in
the long-term. In terms of family gaps, the United States is more similar to the
Nordic countries than to the other Anglo-Saxon countries. However, when
comparing the earnings of mothers to men, they find that the story changes,
particularly for Canada, the United States and Norway, where both mothers’
and non-mothers’ earnings lag considerably behind men’s.

Chart 3.5 shows that in most countries, gender wage gaps are wider for
high-income workers (at the 80th percentile) than they are for low-income
workers (at the 20th percentile). Exceptions exist, including Portugal,
Switzerland and the United Kingdom, while in Belgium and Denmark the
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Chart 3.5. In many countries gender pay gaps are largest at higher earnings

Gender pay differences at the top and bottom of the earnings distribution,
2003 or latest year available
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Source: OECD Distribution of Earnings database.

differences are not significant. The higher degree of gender wage equity
towards the bottom of earnings distributions is likely to reflect institutional
factors such as the influence of minimum wages and the coverage of collective
bargaining (Blau and Kahn, 2001), while the wider gap at higher earnings
levels is often taken as an indicator of the existence of the so-called “glass
ceiling” (Arulampalam et al., 2006).

Gender wage gaps at higher earnings levels are higher in Nordic countries
than on average across the OECD. Long periods of child-related leave taken by
mothers rather than fathers do not help female career progression. The high
cost of domestic services in Nordic countries deters many female career
workers in these countries from working long hours, thereby limiting their
competitive edge with male counterparts.* Women in countries where
domestic services are relatively cheap, such as in North America, find it less
costly to work long hours to pursue their career (Datta Gupta et al., 2003; and
OECD, 2005a).

In view of the persistent gender pay gap, it is no surprise that across the
OECD, on average mothers in dual-earner couple families contribute less to
household income than men. This also applies to (Nordic) countries where
female employment rates have been high for a relatively long time, although
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the gap is relatively small. In Denmark and Sweden, the spousal contribution
to income of dual-earner families is relatively high at70 and 63%
respectively, but it is highest in Portugal at 81% (Chart 3.6). In general, the
spousal contribution to household income of dual-earner families ranges
from 40 to 60% of partners earnings, but in the Netherlands this is only about
one quarter; in 2004, earnings of about half of all women age 25-44
amounted to less than 25% of all household earnings (Hagoort et al., 2007).
This is because many among this group of workers work less than 20 hours
per week (Chapter 7).

Chart 3.6. Wives contribute far less to household income than their husbands

Average contribution of wives to the income of couple families as a percentage
of their husband’s earnings, early 2000s
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“Wives” refer to female spouses in couple households regardless of marital status.
Source: OECD Babies and Bosses reviews, various issues.

3.2.2. Joblessness among households

The most disadvantaged families with children are those where no
adults are in paid employment. In many OECD countries there has been a
shift in patterns of employment within households with children, away from
the male single-earner model toward more dual-earner families. Joblessness
among households with children increased between the 1980s and
the 1990s, but tended to decrease in the second half of the 1990s (Forster and
Mira d’Ercole, 2005). Rates of non-employment are quite diverse across OECD
countries. Less than 3% of couples with children were jobless in 2001 in
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Austria, Luxembourg, Portugal and the United States, but more than 6% were
jobless in Australia, Belgium, Hungary, New Zealand, the Slovak Republic
and the United Kingdom (Forster and Mira d’Ercole, 2005). Joblessness is
generally much higher for sole-parent families than for couples with
children, and the growth in the incidence of sole-parent families (Chapter 2)
has been a significant contributor to trends in family joblessness. Sole-
parent employment rates are highest (and rates of joblessness lowest) at
over 80% in Denmark, Greece, Luxembourg, Iceland, Japan, Spain, Sweden
and Switzerland, but around 55% or below in Australia, Ireland, the
Netherlands, New Zealand and the United Kingdom (Chart 3.7).

Chart 3.7. Sole-parent employment rates are lowest in Australia, Ireland,
the Netherlands, New Zealand and the United Kingdom

Sole-parent employment rates, 2005 or latest year available
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Note: The data for EU countries for which only 2001 Eurostat data are available (see below), concern
sole-parent employment rates for the age group 25-49, and as they do not include groups for which
employment is typically lower (very young sole parents and older women), they are not fully
comparable with data for the other countries. More cross-nationally consistent data is being collected
for the OECD Family database.

Source: Australia, Australian Bureau of Statistics; 6224.0.55.001 FA2 Labour Force Status and Other
Characteristics of Families; Statistics Austria (2005 data); Statistics Canada (2001 data); Statistics Czech
Republic; Statistics Denmark (1999); Statistics Finland (2002 data); INSEE, Statistics Ireland; Japanese
authorities (2001 data); Statistics Netherlands (2004 data); Portuguese authorities (2002 data); Swiss
authorities (2006 data); UK Office of National Statistics; and the US Current Population Survey; all other
EU countries, Eurostat (2001 data). Unless stated otherwise, data are for 2005.

3.2.3. Child poverty

In most OECD countries, poverty risks (as measured with respect to half
median disposable household income) have shifted over the past 20 years
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towards families with children (Forster and Mira d’Ercole, 2005). In many
countries, families with children are disproportionately likely to be poor; only
in Belgium, Denmark, Finland, Greece, Norway and Sweden do children face
lower risks of poverty than the national average (Forster and Mira d’Ercole,
2005). After Mexico, the United States has the highest rate of child poverty,
which is also high in Turkey, New Zealand, the United Kingdom, Portugal and
Italy (Table 3.4).

Table 3.4. Children in sole-parent families face a relatively high poverty risk
Poverty rates for children and for families by employment status, percentages, around 2000

Sole parent Two parents
Children’
Not working Working No worker One worker Two workers
Australia 11.6 58.7 1.7 43.3 54 33
Austria 133 67.6 23.3 35.6 12.7 8.6
Belgium 41 22.8 1.4 16.1 2.8 0.6
Canada 13.6 89.7 27.7 75.3 22.9 35
Czech Republic 7.2 53.7 55 35.7 3.7 0.6
Denmark 2.4 222 4.0 19.0 6.4 0.7
Finland 3.4 25.0 7.2 25.8 5.4 1.3
France 7.3 61.7 9.6 37.9 6.3 1.6
Germany 12.8 55.6 18.0 51.5 6.4 1.9
Greece 12.5 18.8 20.0 134 16.8 48
Hungary 13.1 .. .. 3341 10.0 6.7
Ireland 15.7 88.7 22.1 74.8 17.4 16
Italy 15.7 76.8 13.4 61.1 23.9 1.6
Japan 143 52.1 57.9 46.0 12.3 10.6
Mexico 24.8 45.6 32.6 37.9 26.2 15.4
Netherlands 9.0 42.8 17.7 50.7 7.8 17
New Zealand 14.6 63.5 18.6 455 13.9 48
Norway 3.6 247 2.8 38.0 2.8 0.1
Poland 9.9 60.0 6.1 28.4 9.0 3.0
Portugal 15.6 84.8 20.3 50.6 324 48
Spain 15.6 68.2 32.8 64.7 18.1 47
Sweden 3.6 34.2 56 13.7 8.2 1.2
Switzerland 6.8 .. 2.3 .. 9.6 47
Turkey 21.1 51.6 65.4 25.2 17.2 15.7
United Kingdom 16.2 62.5 20.6 37.4 17.6 3.6
United States 21.6 93.0 39.9 77.7 30.5 8.3
OECD 12.0 56.2 20.0 4.4 13.3 4.4

1. The child poverty rate is defined as the share of children with equivalised incomes less than 50% of the
median for the entire population.

Source: OECD Income Distribution Study. Data is collected about every five years, and more up-to-date information

will become available at the end of 2007 or in the beginning of 2008.
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On average, sole parents are represented three times as often in the poor
population as in the working-age population as a whole. This over-
representation has been decreasing over time in about half the countries,
especially in Australia, Canada, Germany and the Nordic countries. Poverty
rates of sole parents, however, remain high almost everywhere. In some
(Canada, Denmark, Germany, the Netherlands, United Kingdom), their poverty
rates are as much as four times higher than for the total working age
population. An exception is Sweden, where the poverty rate for persons living
in sole-parent households fell significantly during the past 10 to 20 years, and
is today at the same low level as for the entire population, and slightly lower
than for the working-age population.

The economic vulnerability of families is linked to parents’ capacity to
reconcile employment and parenthood. Child poverty rates vary across
household types, but it is the employment status of parents’ that has the
strongest influence on the extent of child poverty. In most OECD countries child
poverty rates are nearly three times higher on average for lone parents who are
not working than for those in paid employment. Among couples with children,
child poverty rates are around three times higher for families where neither
parentis in paid employment than where one parent is employed, which in turn
are three times higher than for families where both parents are in paid
employment. The heightened risk of child poverty associated with joblessness
can be as high as 50 to 1 compared to families where both parents are in paid
employment (Czech Republic and Ireland) or even higher, as in Norway.

Working sole parents have poverty rates exceeding 20% in Austria,
Canada, Germany, Greece, Ireland, Japan, Mexico, New Zealand, Portugal, the
United Kingdom and the United States. Similarly, poverty rates among single-
income couples are over 20% in Italy Mexico, Portugal and the United States,
and are even substantial for two-earner families in Austria, Japan, Mexico and
Turkey. Benefit support may be needed in addition to policies that help
parents find a match between work and care commitments in order to combat
child poverty effectively.

3.3. Conclusions

Changing female aspirations have led to increased female labour market
participation which, as in the past, will be pivotal to economic growth in the
future. There are substantial differences across countries, but on average
across the OECD over 60% of mothers with dependent children are in work,
and this is around 75 to 80% in Nordic countries. The intensity of female
labour market participation also differs, with part-time employment being
rare in the Czech Republic, Hungary and the Slovak Republic, but very
common in Australia, Germany, Japan, Switzerland, the United Kingdom, and
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the Netherlands where almost two-thirds of employed women work part-
time.

Despite the increases in female and maternal labour force participation
of the past few decades, there remain considerable labour market challenges.
The presence of children in households hardly affects male employment
rates, but can profoundly change female labour force behaviour, especially
when children are very young. Gender employment gaps persist and are
highest in Greece, Italy, Japan, Korea, Mexico, Spain and Turkey and smallest
in Nordic countries; gender employment gaps are generally smallest among
workers with tertiary education.

Gender pay differences also persist: across the OECD women on average
get paid less per hour than men: at median earnings women earn about one-
sixth less then men. At average earnings, gender pay differences are largest in
Japan and Korea and smallest in the Nordic countries, where gender
segregation in public service employment (health, education and childcare)
remains strong. Long periods of child-related leave that are taken by mothers
rather than fathers do not help female career progression. Gender wage gaps
at higher earnings levels are higher in Finland and Sweden than on average
across the OECD, and there are proportionally more women in management
positions in Canada, New Zealand and the United Kingdom than in these two
Nordic countries.

Clearly, in terms of employment outcomes, a gender-equitable society is
some way off because women currently adapt their labour market behaviour
after childbirth, whereas men’s behaviour changes little if at all. The key to a
more gender-equitable outcome requires men to act upon the notion that
work and family reconciliation is also their concern. There are exceptions but
men generally still work the standard full-time working week, while many
women work part-time (and take leave to care for children).

Maternal employment often has a significant impact on the poverty risk that
children face, and children in dual-earner families are least likely to face poverty
risks. The most disadvantaged families with children are those where there is no
adult in paid employment, and on average around one-third of all poor families
with children live in jobless families. Sole parenthood is often associated with
joblessness, and in Australia, the Netherlands, New Zealand, Norway and the
United Kingdom, all countries with relatively low sole-parent employment rates,
more than half of the jobless families are headed by sole parents.

Joblessness among families with children increased in the 1980s
and 1990s in a number of OECD countries, and while the extent of this
problem has lessened since the middle of the 1990s, it remains significantin a
number of countries. On average across the OECD, around one in ten
households with children live in poverty, but this is less than one in twenty in
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Belgium, Denmark, Finland, Norway and Sweden and close to one in five in
Mexico, Turkey and the United States. In general, all countries that enjoy very
low rates of child poverty (under 5% of households with children) do so
because they combine high levels of parental employment with effective
redistribution of resources through the tax-benefit system.

Notes

1. The labour force participation decision of a parent is affected by, for example, parental
preferences (e.g. Jaumotte, 2003), net family income in and out of work of the parent(s)
concerned, access to and the costs of childcare and the prevalence of convenient
working-hour arrangements. Given resource constraints parents balance work and
time for caring considerations in view of the cost of alternative behaviour.

2. There are also significant differences in unemployment rates between men and
women in a number of countries. In the Czech Republic, Greece, Italy, Luxembourg,
and Spain, the female unemployment rate is at least 1.5 times as high as the male
unemployment rate; in contrast, in Canada, Ireland, Japan, Korea, Norway, Sweden
and the United Kingdom, female unemployment rates are lower than those of men
(OECD, 20070).

3. Comparisons of headcount measures of employment by gender overstate the
degree of women’s presence in employment, as they take no account of the higher
incidence of part-time employment among women.

4. To assist working women, a large Swedish insurance firm arranged a personal
assistant “butler” service for its employees to compensate for the expensive
domestic work market. The company subsidised butler performs employees’
household chores such as laundry, running errands, fixing household appliances
and buying birthday presents.
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Chapter 4

Tax and Benefit Systems
and the Work Choices by Parents

This chapter discusses key characteristics of tax and benefit systems
across the OECD, and the support they provide to families and
children. The chapter looks at spending on family benefits and its
implications for the reconciliation of work and family life, and the
degree of targeting of public support on low-income groups. It then
considers how tax/benefit systems alter financial incentives to work
for second earners in couple families and how they affect the
distribution of paid work in these families. The chapter also
discusses how tax/benefit systems may provide sole parents with
financial incentives to work, and how differences in the general
policy stance towards sole parents contribute to marked differences
in benefit dependency among these families across OECD countries.




4. TAX AND BENEFIT SYSTEMS AND THE WORK CHOICES BY PARENTS

4.1. Concise overview of the scope and nature of tax/benefit
systems and support for families

Across the OECD, there is wide variety in the scope of public social
protection systems. In 2003, public social spending was about 21% of GDP on
average; it exceeded 25% in Austria, Belgium, Denmark, Germany, France,
Norway; and was highest in Sweden at over 30% (Table 4.1). However,
governments in these countries levy significant income taxes on cash
transfers and indirect taxes on the consumption out of benefit income, so that
net (after-tax) public social spending is at least 3 percentage points lower in
these countries (except for Germany where benefit income is generally not
subject to taxation, see Adema and Ladaique, 2005; and OECD, 2007a).

In most OECD countries, public social spending generally constitutes
about 40 to 50% of total government spending, except in Korea, where this was
only 20% in 2003 (Table 4.1). Cross-national differences in gross public social
spending are mirrored in tax burdens across countries. In 2005, tax-to-GDP
ratios were highest in Denmark and Sweden at around 50%, compared with
around 30% in Australia and just below that in Japan and the United States.
In 2005, the tax wedge on labour (see note to Table 4.1) was highest in Belgium,
France, Germany and Hungary at over 50% (OECD, 2006d).

Tax/benefit systems across the OECD all provide support for families with
children. Indeed, families with children have always been an important client
group for social policies, although spending on family benefits such as, for
example, child allowances, parental leave benefits and childcare support, is
considerably lower than spending on pensions; it amounted to one-tenth of all
public social spending in 2003 (OECD, 2007a).

Available historical information on the tax/benefit position of employees in
the OECD (OECD, 1984, 1997 and 2007e) suggests broad stability in the ratio of
cash benefits and tax assistance provided to couple families to earnings of an
average worker.! Since 1997, cash and tax support for families with average
earnings has increased markedly in the United Kingdom and the United States.?

Traditionally, one of the biggest sources of support for families with
children is the provision of compulsory schooling, and public spending on
primary and secondary education in the majority of OECD countries ranges
from 3 to 4% of GDP (OECD, 2006a). However, spending on family benefits is
catching up. On average across the OECD, public spending on family benefits
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Table 4.1. Public social spending exceeds a quarter of GDP in Austria, Belgium,
Denmark, France, Germany, Norway and Sweden

Tax burden in 2005 Public social expenditure, 2003
Tax-to-GDP ratio Tax wedge Percentage of gengral Percentage of GDP
government spending Gross Net

Australia 31.2 28.3 50.9 17.9 17.2
Austria 419 47.4 51.2 26.1 20.6
Belgium 454 55.4 51.8 26.5 22.9
Canada 335 31.6 423 17.3 17.2
Czech Republic 385 43.8 395 211 19.5
Denmark 497 414 49.9 27.6 20.3
Finland 445 44.6 441 225 17.7
France 443 50.1 53.5 28.7 255
Germany 347 51.8 56.3 27.3 26.2
Greece 35.0 38.8 431 213

Hungary 371 50.5 45.6 22.7 ..
Iceland 424 29.0 39.2 18.7 16.6
Ireland 30.5 25.7 477 15.9 14.0
Italy 41.0 454 50.1 24.2 20.6
Japan 26.4 27.7 46.9 17.7 17.6
Korea 25.6 17.3 184 57 59
Luxembourg 37.6 35.3 49.3 222 ..
Mexico 19.8 18.2 .. 6.8 7.6
Netherlands 375 38.6 43.9 20.7 17.9
New Zealand 36.6 20.5 50.2 18.0 15.1
Norway 45.0 37.3 51.8 251 20.2
Poland 34.4 43.6 50.0 229 ..
Portugal 345 36.2 48.6 235 20.8
Slovak Republic 294 38.3 43.6 17.3 16.1
Spain 35.8 39.0 53.0 20.3 17.6
Sweden 511 47.9 53.8 31.3 24.3
Switzerland 30.0 295 55.9 20.5

Turkey 323 427 .. .. ..
United Kingdom 37.2 33.5 48.4 20.6 18.9
United States 26.8 29.1 43.6 16.2 17.3

Tax-to-GDP data are for 2004 for Australia, Greece, Japan, the Netherlands, Poland and Portugal.

Tax wedge is defined as the gap between total labour costs to the employer and the corresponding net take-
home pay to single workers without children at average earnings. Labour costs are defined as gross wages paid
to employees plus employer social security contributions and payroll taxes.

Source: OECD (2006d, 2006f and 2007a).

increased from 1.6% of GDP in 1980 to 2.2% in 2003, and gross (before-tax)
public spending on family benefits amounted to more than 3% of GDP in
Australia, Austria, Belgium, Denmark, Germany, Finland, France, Hungary,
Norway, Sweden and was highest at over 4% of GDP in Luxembourg (Chart 4.1).
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Chart 4.1. Family spending has the greatest focus on childcare services
in France and the Nordic countries

Family spending in cash, services and tax measures, in percentage of GDP, in 2003
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Notes: Public spending included here only concerns public support that is exclusively for families (e.g. child
payments and allowances, parental leave benefits and childcare support). Spending recorded in other
social policy areas as health and housing support also assists families, but not exclusively, and is not
included here.

OECD24 does not include Greece, Hungary, Luxembourg, Poland, Switzerland and Turkey where relevant
tax data are not available.

Source: OECD (2007a).

The composition of family spending varies widely. Financial support
delivered through the tax system is an important component of family
assistance in many OECD countries. Trend data are not available, but Chart 4.1
shows that in 2003 tax breaks for families were significant in the Czech
Republic, Japan, the Netherlands, the Slovak Republic, the United Kingdom
and were particularly important in Germany, France and the United States, at
1.0%, 0.8% and 0.7% of GDP, respectively.

In the vast majority of OECD countries, cash transfers (either income-
related or universal child allowances, leave payments) constitute the
dominant component of gross public spending directed towards families,
accounting for around 70% of all such spending on average. Australia, Austria,
Hungary, Ireland, and Luxembourg all spend more than 2% of GDP on cash
transfers to children. Public spending on family services is around 1.5% of GDP
or more in the Nordic countries, France and Hungary (OECD, 2007a). In all,
Chart 4.1 shows that about one-third of OECD countries spend more than 3%
of GDP on family benefits, and that the focus in most countries is on financial
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transfers rather than earmarked spending on childcare measures that
facilitate families to combine work and care commitments.

4.1.1. A continuum of work and care supports

It is one thing to spend a lot of money on family policies; it is quite
another to spend it sensibly. In contrast to some of the other countries where
public spending on family benefits exceeds 3% of GDP, policy in the Nordic
countries, Hungary (OECD, 2007d) and to a lesser extent France and the
Canadian province of Québec (OECD, 2005a) does fit together in something like
a coherent system of supports for families trying to combine work and family
life through childhood. While systemic logic differs, common elements are
parental leave (9 to 18 months in Iceland, Denmark and Sweden) and/or
home-care supports until children are three years of age (Finland, Hungary,
and Norway) followed by childcare, kindergarten and other pre-school
services, and primary education. In Denmark and Sweden (and to a lesser
extent France and the Canadian province of Québec?), these supports are
complemented by a comprehensive system of out-of-school-hours care
services, until around age 12, while parents in Sweden are also entitled to
reducing working hours until children got to primary school.

To support effective use of parental leave and formal childcare supports,
Nordic countries and Hungary spend 0.6% of GDP or more on income support
during maternity, paternity, parental and home-care leave periods and more
than 1% of GDP on childcare and early education, to cover the period up to
primary school. Public support for childcare is highest in Denmark, Iceland
and Sweden where children at age two are very likely to participate in formal
care (Chapter 6). In France, there remains a certain ambiguity about
supporting working parents with children not yet three years of age and there
remain gaps in public childcare support for very young children. Public
childcare and early education support is largely focused on “maternelles” and
care services for children aged three years and over.

4.1.2. Targeting public support

One of the tendencies to which comparative analysts of social policy are
particular prone is to call for reforms to make such-and-such a country more
like some other country. In family policy during the first decade of the
21st century, the model countries usually held up as deserving of emulation
are most often the Nordic countries, especially Denmark and Sweden. There is
much in the family policies of these countries worthy of copying, but there are
limits to their use as role models. Nordic family policies are expensive. Nordic
countries are relatively small, cohesive and egalitarian societies where
populations have a high degree of trust in their local governments to deliver
high-quality childcare, health and education services. Because of this, they are
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willing to bear a relatively high tax burden to sustain a universal social policy
approach (and the associated high tax-to-GDP ratios, Table 4.1). However,
electorates in many other OECD countries are not willing to sustain a tax
burden of similar magnitude, and ways and means are sought to curtail public
spending. Rather than building universal support systems, policy makers try
to curtail spending (and the burden of taxation) by putting in place relatively
inexpensive policy measures and/or focusing public support more on some
areas of social policy than others and/or by targeting resources at low-income
families more generally. As a result in many OECD countries, there are
significant gaps in public family support, including unpaid parental leave
periods, lack of childcare support for very young children, and lack of out-of-
school-hours care support.

Formal centre-based childcare for young children (say those aged from
12 months, or even younger) as provided on a comprehensive basis in, for
example Denmark and Sweden (OECD, 2001a and 2005a) is particularly
expensive. Child-to-staff ratios are much lower for the care of two-year-olds
than for, say, five-year-olds, and the costs of childcare are therefore higher for
younger than for older age groups (Chapter 6). This is one of the reasons why
Finland, Norway and Hungary focus public resources on supporting parents,
usually mothers, to provide home care for very young children up to around
age three (see Chapter 5 for more detail), rather than focusing support on
centre-based childcare. Although cheaper, this approach weakens the
mother’s labour market position (Chapter 3), and particularly in Hungary, the
resultant barriers to the fulfilment of female labour market aspirations
contribute to downward pressure on birth rates (Chapter 2).

In many other OECD countries, costly childcare for the very young is not
replaced by supporting comparatively cheaper parental care, but support
systems for parental leave, childcare, or out-of-school-hours care are not
comprehensive, and parental leave policy is often not coherently integrated
with childcare policy, leading to significant gaps in support.

Available data on public spending on cash and tax-based support for
families with children, income support during leave, spending on child- and
out-of-school hours care services, and spending on primary education for New
Zealand and Sweden illustrate the issue. Chart 4.2 shows that in New Zealand
in 2004/05 (i.e. before the introduction of free early education for three-four
year old children, which is rolled out in 2007-08) public spending on children
is relatively low in the first three years of their life, with limited use of
childcare facilities by children in this age group. When children start to make
greater use of kindergarten and childcare (age three and four, i.e. their fourth
and fifth year, respectively), spending increases, going up still more when
children enter primary school (Adema, 2006a).
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Chart 4.2. Sweden frontloads public spending during the early years
Public spending on education and family benefits per age of children
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Note: Public spending in US dollars adjusted for the cost of living on basis of purchasing power parities
(PPP). Data do not include public spending on health and/or housing. Spending items include, public child
benefits (cash allowances, family credit, etc.), income support during leave, subsidised childcare, pre-
school and primary school expenditure. For New Zealand, all income support during leave is allocated to
children age 0-1, while for Sweden such payments are here assumed to be paid during the first 17 months
of a child’s life (periods of parental leave can be taken until the child goes to school in Sweden), and is thus
allocated over years 0-1 and 1-2; the “dip” in spending for year 2-3 is related to low childcare participation
rates compared to other ages (unlike for the year 1-2, no leave spending is included).

Source: OECD (2007a) and Education database.

It thus appears that in New Zealand support for families with children is
least intensive from when paid parental leave expires (14 weeks) until age
three, when child and early education support become available on a
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comprehensive basis. By contrast, Swedish policy seems to frontload its
support: it is highest in the first year, but otherwise is fairly constant in value
throughout childhood.

An alternative to targeting spending on particular age groups of children
is to target spending on children in families with particular characteristics.
Most countries attempt to target spending on those who need it most by
targeting spending on low-income households. The extent to which tax/
benefit systems target resources at low-income households varies across the
OECD (OECD, 2007e and 2007f). Table 4.2 shows the proportion of financial
assistance to families with two children (age four and six) for families with
different earning levels. In some countries there is little targeting of family
support, and financial assistance to families varies little across the earnings
range in Belgium, Germany, Hungary, Ireland, Luxembourg and the
Netherlands, and the Slovak Republic. The lack of support for working families
with low earnings in Greece and Italy is related to the absence of national
social assistance support systems in these countries (OECD, 2007f).

In general, however, the proportion of financial assistance in household
income falls as household earnings increase. The last column in Table 4.2 shows
that the majority of OECD countries have designed tax/benefit systems in such a
manner that financial assistance for families with low earnings (up to 25% of
average earnings) is atleast twice as high a proportion of household income as for
families at twice average earnings. The Australian, Canadian, Japanese, New
Zealand, Polish, and Korean tax/benefit systems involve a particularly high
degree of targeting support at families with limited earnings (Table 4.2).

The effective redistributive power of tax/benefit systems towards
families with children depends not only on the progressivity of income tax
systems and the income-tested nature of benefit programmes (Adema, 2006b)
and their take-up, but also on the absolute amount of social spending for
families. This is high in Nordic countries and higher in Australia than in
Canada, Japan, Korea and Poland (Chart 4.1). Whiteford and Adema (2007)
found that tax/benefit systems play a significant role in reducing child
poverty: on average across 19 OECD countries for which data are available,
public transfers and taxes lifted out of relative poverty around 40% of all
households with children in 2000. The extent of this reduction ranged from
around 70% or more in the Nordic countries, Belgium, the Czech Republic and
France, around 60% in Australia to being negligible in Italy, Japan, Portugal,
and Switzerland. Innovatively, Mexican policy has moved to make receipt of
family support conditional on children participating in health and education
programmes; this approach reflects the multifaceted nature of effective anti-
child-poverty policies (Box 4.1).
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Table 4.2. Financial support for families with children varies with income level
Financial assistance to families as a percentage of earnings of an average worker, 2004

Earnings as % of the average wage (AW) Ratio
AW =0/
0 25 50 75 100 125 150 175 200 |AW =200

Australia 19.1 16.6 15.8 20.2 14.8 9.4 7.5 4.4 2.9 6.6
Austria 17.4 17.8 17.8 12.8 12.8 12.8 12.8 12.8 12.8 1.4
Belgium 10.9 7.7 10.0 10.1 10.1 10.1 10.1 10.1 10.1 1.1
Canada 17.0 227 214 16.4 8.7 5.8 47 3.7 2.6 6.5
Czech Republic 23.7 23.7 18.4 20.7 143 10.6 7.8 8.9 9.0 2.6
Denmark 21.6 216 21.6 14.0 1.1 8.6 7.5 75 75 29
Finland 17.9 17.9 17.9 12.3 8.1 8.1 8.1 8.1 8.1 2.2
France 12.9 14.0 14.0 6.0 51 6.3 7.5 8.6 91 14
Germany 9.2 9.2 9.2 9.7 9.4 9.6 9.5 95 9.7 0.9
Greece 1.9 19 1.9 1.9 2.4 35 5.1 51 51 04
Hungary 9.0 9.0 9.0 13.4 147 14.7 14.7 14.7 14.7 0.6
Iceland 171 1741 1741 15.4 13.9 12.3 10.6 8.8 7.1 24
Ireland 16.3 16.3 18.4 11.9 13.0 13.0 13.0 13.0 13.0 1.2
Italy 0.0 37 5.6 13.6 10.8 9.1 6.8 6.1 42 0.0
Japan 19.2 19.2 19.2 7.2 42 4.6 24 33 3.8 5.0
Korea 17.2 17.2 8.3 0.4 0.9 1.8 1.8 1.8 1.8 95
Luxembourg 18.0 19.9 19.7 19.6 14.4 16.8 17.5 17.5 17.5 1.0
Netherlands 4.9 49 7.3 6.5 5.0 5.0 5.0 5.0 47 1.0
New Zealand 11.2 111 10.7 7.9 0.0 0.0 0.0 0.0 0.0 ..
Norway 14.5 145 8.1 6.4 6.4 6.4 6.4 6.4 6.4 2.3
Poland 25.8 23.3 9.1 9.3 6.6 3.5 0.0 0.0 0.0 ..
Portugal 26.3 26.3 19.5 20.3 19.0 11.0 7.1 6.7 6.7 3.9
Slovak Republic 12.1 13.3 11.2 11.5 11.5 11.7 11.9 12.1 12.3 1.0
Spain 10.3 10.3 29 2.2 35 35 3.9 41 41 25
Sweden 12.4 124 12.4 8.0 74 7.4 7.4 74 74 1.7
Switzerland 1.7 1.7 1.7 8.0 9.8 5.4 5.6 6.1 6.4 1.8
United Kingdom 18.6 18.6 23.9 20.0 11.5 7.0 7.0 7.0 7.0 2.7
United States 29.7 246 24.7 16.5 11.2 10.6 10.6 10.6 10.6 2.8
Average 15.2 15.2 13.8 11.5 9.3 8.2 7.6 7.5 7.3 2.1

Note: Assistance for children is calculated as the difference between the net incomes of a single-income couple
without children and a single-income couple with two children, at different levels of earnings, expressed as a
percentage of the average worker’s earnings.

Source: Calculated from OECD tax-benefit models.

4.2, Financial incentives to work for couple families without
childcare costs®
4.2.1. Moving into work

Tax/benefit systems play a key role in parental work and care decisions. For
potential employees, the financial gain from taking up a job is affected by the
amount of tax (including social security contributions) and other mandatory
charges due on earnings. Furthermore, those entitled to receive social benefits
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Box 4.1. “Oportunidades” in Mexico, conditional support
for low-income families

Oportunidades — introduced in 1997 as Progresa — aims to combat malnutrition,
promote regular health checks and enhance participation in education
(www.oportunidades.gob.mx). Cash payments made to poor families are conditional
on children staying in school and undertaking regular health checks. In 2006, the
programme reached 5.8 million families, around 25% of the total national
households with coverage about 75% among households in rural areas (INSP,
2006), with an annual budget of over 31 billion pesos in 2005 (about 0.4% of GDP).
Cash subsidies are paid periodically and can reach 22% of the recipients’ total
income; they are slightly higher for girls than for boys (about 10% for girls in
secondary school); and they increase with children’s school level.

Transfers are made directly to mothers are also responsible for adhering to
reporting requirements. This reflects the notion that when child payments are
made to mothers such spending is most likely to benefit children. For Canada,
Woolley (2004) finds that particularly when child payments aim to cover basis
needs, such payments should be made to mothers since they make the
spending decisions on food, household supplies and children’s clothing.

In addition to cash-transfers, the programme provides basic health services
to all family members and special care services for pregnant and nursing
women and to children not yet two years of age. Targeting is accomplished by
first selecting (using an index based on census-data) communities with a high
concentration of the population below the poverty line or inadequate coverage
of public services and basic infrastructure (56.3% of households taking part in
the Oportunidades live in the eight states with the lowest degree of human
development) and is then based on a proxy means-test of each household in
these selected localities. In all, 90% of programme spending was focused on the
40% of poorest households (INEGI, 2002).

In terms of health and nutrition, INSP (2006) showed that outcomes
improved:
® The most extreme form of malnutrition “emanciacion” (i.e. low weight for

a given height) concerned 1.6% of children not yet five years of age, down

from around 3% in 1999.

® The prevalence of malnutrition among children over five decreased during
this period from 16% to 10.4% for males and from 16% to 9.5% for females.

As those with any level of educational attainment are 2.7 times less likely to
live in poverty than those without (INEGI, 1996 and 2004), improving
educational outcomes is a key policy objective:
® Between 1996 and 2004, school attendance among children from households

in extreme poverty aged 12 to 14 increased by 21.6%, and that of those

aged 15 to 17 increased by 71%
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Box 4.1. “Oportunidades” in Mexico, conditional support
for low-income families (cont.)

® Between 1996 and 2004, the risk among children aged 12 to15 from a
household in extreme poverty of leaving school without degree decreased by
34.1%.

® Parker (2003), found that the Oportunidades programme increased
secondary school registration in rural areas by 24%, among girls the increase
was of 32%.

Increased participation in education has also been instrumental in the fight
against child labour: Behrman et al. (2005) found that between the year 1997
and 2003 the Oportunidades programme decreased the probability of children
aged 10 and 14 being in employment by 35% and 29%, respectively.

while not in work, may experience a loss of benefit payments once they are. The
reduction of benefit income can significantly reduce the net payoff from work,
in certain circumstances so much so that it does not pay to work (at least in a
short-term perspective.® As being in work opens up new career opportunities,
there may be long-term gains from accepting low-paid jobs in the short term).
Given that many social transfers are specifically targeted towards low-income
households, especially if children are present, parents in these households are
most likely to face weak financial incentives to work.

The question as to what part of in-work earnings is effectively taxed away
for somebody moving into work can be addressed by looking at the average
effective tax rate (AETR). This indicator measures the proportion of any
increase in earnings which is lost either to taxation or loss of benefit income.

Table 4.3 shows the average effective tax rates parents face when
contemplating transitions into work. These depend on prospective earnings,
non-employment income and income of the partner.” Note that the costs of
childcare are not accounted for here (see Chapter 6), so it is implicitly assumed
that employed parents have access to free informal childcare. Parents living in
a jobless couple family with two children whose income support levels (from
social assistance and housing payments) are relatively high and which is
rapidly withdrawn® face high average effective tax rates (over 90% Denmark,
Finland and Sweden; column 1, Table 4.3) when moving into work, and thus
make only very small income gains from moving into a job at two/thirds of
average earnings, and none at all in Oslo, Norway and the city of Ziirich in
Switzerland.’ In general, parents who move into employment with higher
earnings face lower AETRs (columns 3 and 1, Table 4.3), except for Greece (no
benefit withdrawal, but progressive income tax) Italy (where family benefits
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Table 4.3. In general, moving into work pays for parents
in dual-earner couple families
Average effective tax rates for parents in couple families entering employment, 2004

0 >>2/3 of AW 0>> of AW
One-earner Two-earner One-earner Two-earner
married couple married couple married couple married couple

(1) @) @) (@)
Australia 72 49 66 46
Austria 82 31 69 35
Belgium 65 47 60 50
Canada 54 46 57 45
Czech Republic 79 45 71 42
Denmark 92 63 82 57
Finland 94 34 84 37
France 82 25 63 27
Germany 75 49 66 51
Greece 16 17 19 20
Hungary 55 35 62 42
Iceland 87 48 74 48
Ireland 88 31 72 29
Italy -9 40 1 42
Japan 89 22 66 21
Korea 71 8 51 9
Luxembourg 89 18 65 23
Netherlands 88 38 71 37
New Zealand 83 43 74 37
Norway 101 30 79 33
Poland 65 49 63 44
Portugal 57 20 60 23
Slovak Republic 41 24 33 26
Spain 58 17 47 21
Sweden 98 32 79 33
Switzerland 104 28 83 28
United Kingdom 77 41 74 38
United States 41 43 44 39

Note: In the initial situation, social assistance and any other means and/or income-tested benefits (e.g. housing
support) are assumed to be available subject to the relevant income conditions. Children are aged four and six
and neither childcare benefits nor childcare costs are considered. For married couples the percentage of AW
relates to one spouse only; the second spouse is assumed to be “inactive” with no earnings in a one-earner
couple and to have full-time earnings equal to 67% of the AW in a two-earner couple. The average wage reflects
the earnings an average worker (OECD, 2007e).

Source: OECD Tax/Benefit Models.

increase with the number of days worked) and the United States, because of
the phasing out of the Earned Income Tax Credit.

Compared to their counterparts without partners who have their own
earnings, parents whose partner is already in paid employment at two-thirds
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of average earnings, face considerably lower AETRs and relatively strong
financial incentives to move into work (compare columns 2 with 1, and 4
with 3, Table 4.3). Exceptions are countries without national social assistance
support - Greece and Italy. Because of the earnings of the partner, any
entitlement to social assistance in the initial situation is likely to have been
small, if any, so that when the non-employed parents move into work,
withdrawals of income-related transfers are largely not relevant.

With AETRs generally well below 50% (Table 4.3), work pays for potential
second-earners in families who are not on income support themselves,
e.g. mothers with a working partner, who choose to provide personal care for
children on a full-time basis for a number of years. However, in some OECD
countries, including Australia, Belgium, Denmark, Germany, Iceland, and
Poland, financial incentives to move into work for spouses appear to be weak.
Chapter 6 considers whether that observation still holds after accounting for
the cost of childcare.

4.2.2. Working more hours

The mix of tax increases and benefit withdrawals also affects the
financial incentives for increasing working hours or work effort for those
already working. Marginal effective tax rates (METRs) can be used to measure
these disincentives for a range of working-hours transitions. Changes in net
incomes are evaluated for the household as a whole since any additional
earnings by a member of the household affects taxes paid and benefits
received by other household members. Results for different working-hours
transitions are shown in Table 4.4, for parents in couple families whose
partners is either in full-time employment at two/thirds of average earnings,
or who is in receipt of income support.

Table 4.4 shows that METRs for parents in couple families are low in
countries where tax burdens are small (for example, in Korea) or where
means-tested benefits play less of a role (for example, Greece, Italy and Spain).
For short working hours, METRs can be very low in cases where some benefit
payments are conditional on having employment income of a certain
minimum level or are conditional on working a certain minimum number of
hours. For example the METR in Italy for a transition from 1/3 to 2/3 of full-
time hours in the case of families with children is very low, as family benefits
increase in line with the number of days worked (Table 4.4).

The highest METRs (close to or in excess of 100%) are observed for
working parents in single-earner couple families who double their hours
from 1/3 to 2/3 of full-time hours (equivalent to an increase in earnings from
one-third to two-thirds of average earnings) in Denmark, Finland, Japan,
Luxembourg and Switzerland. In these countries, it hardly pays for parents in
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Table 4.4. Increasing part-time working hours may not pay for parents
in couple families
Marginal effective tax rates for parents couple families who work part-time, 2004

1/2 of AW >> AW 1/3 of AW >> 2/3 of AW 2/3 of AW >> AW
One-earner Two-earner One-earner Two-earner One-earner Two-earner
married couple  married couple | married couple married couple | married couple married couple

(1) (2 @) (4) () (6)
Australia 58 43 75 53 52 38
Austria 44 44 65 38 44 44
Belgium 52 57 47 61 51 55
Canada 59 41 50 40 65 42
Czech Republic 42 31 58 39 54 34
Denmark 70 49 93 59 59 43
Finland 75 42 99 34 63 44
France 34 32 57 31 23 30
Germany 51 53 63 51 48 54
Greece 23 24 16 17 26 26
Hungary 83 50 59 35 77 55
Iceland 44 48 70 48 48 48
Ireland 50 30 76 29 41 26
Italy 26 46 -13 59 50 47
Japan 47 24 97 26 20 20
Korea 31 11 70 9 1 12
Luxembourg 49 30 110 19 18 34
Netherlands 52 40 78 43 37 36
New Zealand 76 23 88 27 66 24
Norway 52 36 92 32 36 37
Poland 57 35 78 45 57 35
Portugal 39 29 75 25 24 31
Slovak Republic 15 30 34 34 16 30
Spain 23 27 15 15 24 29
Sweden 57 35 97 35 38 35
Switzerland 65 27 108 39 39 27
United Kingdom 74 33 84 33 66 33
United States 50 29 47 37 50 29

Note: Hourly earnings correspond to the AW level throughout so that a half-time employee would have
earnings equal to 50% of AW. Social assistance and any other means-tested benefits are assumed to be
available subject to the relevant income conditions. Children are aged four and six and neither childcare
benefits nor childcare costs are considered. In-work benefits that depend on a transition from unemployment
into work are not available since the person changing working hours is already in employment prior to the
change. For married couples, the percentage of AW relates to one spouse only; the second spouse is assumed
to be “inactive” with no earnings in a one-earner couple and to have full-time earnings equal to 67% of AW in
a two-earner couple.

Source: OECD, Tax/Benefit Models.

single-earner couples to increase hours worked as income-tested support is
withdrawn at about the same rate as earnings increase.

Employment-conditional benefits are generally targeted towards low-income
families with children and are reduced at higher earnings levels. This helps
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explain why in the United Kingdom METRs for parents in single-earners families
tail off at higher earnings ranges (columns 3 and 5 in Table 4.4) and are much
higher than for second earners in households without children (OECD, 2007f).

When one parent in the couple family earns two-thirds of average
earnings (columns 2, 4 and 6 in Table 4.4), it generally pays for their partners
to increase earnings, with METRs generally being around 40% or less. However,
in Denmark, Belgium, Germany and Italy, METRs are close to or above 50%
across the earnings range of one-third to average earnings. In these countries
financial incentives to work more hours for second earners in couple families
are relatively weak (again, this is before accounting for formal childcare fees,
Chapter 6).

Tax/benefit systems also have a significant impact on the earnings and
labour market behaviour of parents when systems are discontinuous. Often a
clustering of earnings outcomes occurs at low earnings levels, as these
earnings are not taxed and/or subject to social security contributions and
benefits above these points are often cut off rather than withdrawn on a
gradual basis. For example, in Austria and Germany earnings from small-
hours jobs are not taxed and under certain conditions benefit recipients can
engage in these jobs without losing entitlement (Adema et al., 2003; and OECD,
2007a). In Japan, the social security system has a significant effect on maternal
labour force behaviour since as long as spouses earn approximately just below
one-third of average earnings, they do not have to pay health and pension
insurance contributions (while benefiting from their employed partner’s
contributions). Above this level, payments are not gradually phased in, but are
a sizeable lump-sum, which increase with earnings.

4.2.3. Tax/benefit systems and the distribution of earnings within
families

Couple families can choose a range of possible labour supply options to
procure a desired level of disposable family income: the single-breadwinner
approach, a combination of full-time and part-time work, or both partners
earning equal amounts. If tax/benefit systems are largely neutral between
these choices, public policy has little effect on how paid work is distributed
within couple families. More commonly, however, public policy gives financial
incentives to structure household earnings in a particular way. Whether it is
the one-earner model that is favoured or the equal-sharing approach varies
across countries.

The nature of the tax unit is an important factor determining the extent
to which tax and benefit systems favour either single-earner or dual-earner
couples. Other things being equal, tax systems that assess tax liabilities on
individual income as opposed to taxation on basis of all household income
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provides greater incentives for partners of already-employed people to work.
Under joint or family-based taxation systems, the marginal tax rate of the
second earner - most commonly the female spouse - will be the same as the
marginal tax rate of the primary earner, and if the taxation system is
progressive, this will be higher than the marginal rate for a single person at
the same level of earnings, with possible adverse incentives for female
partners to participate in the paid labour market. Moreover, with progressive
tax rates, individual taxation means that a second earner will be taxed less
heavily than the primary earner for the same level of additional earnings,
implying that couples can achieve higher levels of disposable income by
becoming a dual-earner family. Individual tax systems with progressive
income tax schedules include a certain bias towards spreading earnings
across different household members.

During the past three decades, most OECD countries have moved towards
individual taxation, partly in recognition of the positive externalities that
increased employment of second earners can bring, partly out of a concern for
gender equality. In 2003, nineteen OECD countries had separate income
taxation of spouses, five had joint systems and six had either optional
separate or joint taxation, or required joint taxation over certain income levels
(OECD, 2003b). The only countries with joint taxation, or where couples with
average earnings were likely to opt for joint taxation, were the United States,
Portugal, Poland, Ireland, Germany, Switzerland, France, Luxembourg and (for
all but very small incomes) Turkey (OECD, 2003b).

However, the nature of the tax unitis only part of the story. Tax reliefs and
credits are frequently related to family composition, as indeed, are most
income-tested cash benefits. Many “individual” tax systems exhibit other
“joint elements” aimed at lowering tax burdens for families with only one
earner. When the previously non-employed partner takes up employment,
these tax concessions are withdrawn, reducing the income gain from
participation in the labour market. For example, unused tax-free allowances
are often transferable between partners, as in Denmark, Iceland and the
Netherlands. If the second spouse finds employment, a part of this allowance
is no longer available to the first earner. Since the first earner’s income - and
marginal tax rate — is higher, employment of the second earner can then lead
to relatively large income tax increases for the family as a whole.’® In sum,
when the second adult in a couple family starts earning, these earnings first
off-set the value of the tax allowance and lead to a (often equivalent) loss of
benefit income (e.g. housing benefit). As a result, such income-tested benefits,
family-based tax credits and transferable tax allowances introduce a bias
towards single-earner couples in tax/benefit systems (e.g. Dingeldey, 2001),
and to understand tax incentives and their implications for employment
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Table 4.5. Tax/benefit systems often favour dual earnership
among couple families
Average payments to governments as a percentage of gross earnings, at different earning
distributions for a couple with two children aged four and six with family income equal
to 133% of average earnings, 2000-03

Total tax (incl. social security contribution) payments to government less family benefits

Earnings level
(first earner-second earner)

133-0 (%) 100-33 (%) 67-67 (%)

Australia 19.9 16.2 15.4
Austria 185 134 10.2
Canada, province of Québec 20.3 18.8 171
Denmark 37.2 35.6 35.6
Finland 27.6 21.9 19.4
Ireland 3.6 2.5 1.2
Japan 13.6 13.6 13.6
Netherlands 235 23.6 214
New Zealand 23.7 19.7 18.9
Portugal 9.1 6.1 5.9
Sweden 334 29.5 28.7
Switzerland

Canton Ticino 8.0 6.4 7.0

Canton Vaud 133 115 121

Canton Ziirich 121 10.4 11.0
United Kingdom 194 12.9 8.5

Source: OECD Babies and Bosses reviews, various issues.

patterns, it is necessary to look beyond a simplistic characterisation of tax
systems as “individual” or “joint”.

Table 4.5 illustrates how tax/benefit systems may affect the distribution
of earnings among spouses in a couple family (results will be different at
different levels of household income). It looks at how couple families with an
income of 133% of average earnings may best allocate earnings among
themselves. Three alternatives are considered: i) the single breadwinner (first
earner with 133% of average earnings); ii) the dominant breadwinner (first
earner with average earnings, second earner with one-third of average
earnings); and iii) “equal partnerships” where both spouses earn the same. In
each of these three cases, the table reports how much net transfers (the
difference between taxes paid and family benefits received) would be from the
household to the government. For example, in 2000, at 133% of average
earnings net transfers for an Australian single breadwinner family amounted
to about 20% of gross earnings, while this was 15% for couples in which both
partners had the same level of earnings. In sum, at the selected level of
earnings, the Australian tax/benefit system favours a dual-earnership split of

earning responsibilities rather than a single-breadwinner approach.
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Regardless of the nature of the tax system (joint assessment as in
different cantons in Switzerland, splitting the tax base in Portugal, and
individual assessment in the other countries presented in Table 4.5), single-
breadwinner families pay more net tax than do “equal partnership” families
(with “dominant earner families” paying slightly less than “equal partnership”
couples in Switzerland only). Table 4.5 shows that tax/benefit systems are
virtually neutral between dual and single-earner couple families in Ireland,
Japan and the Netherlands (at least when part-time earnings are small); have
a small but significant bias towards dual-earner families in most countries,
and are most favourable to dual-earner families in Austria and Finland (both
being countries which encourage one parent to stay at home when children
are very young) and the United Kingdom.

4.3. Policies to help sole parents to combine work and care
commitments

In the absence of a partner with whom caring and earnings responsibilities
can be shared, sole parents face particular challenges when trying to combine
work and family commitments. In order to prevent children in sole-parent
families growing up in poverty, it is essential that the sole parent can eamn a
living. However, in many countries employment rates for sole parents are well
below those of mothers generally, and, children in sole-parent families are more
likely to grow up in poverty which hampers child development.

What type of policy helps sole-parent families balance work and care
commitments? The next sections consider the general policy stance towards sole
parents, their financial incentives to work, and review recent policy experiences
in countries where sole-parent employment rates are relatively low.

4.3.1. The policy stance towards sole parents on income support

While recent years have seen falling levels of joblessness among families
with children, improvements have been relatively modest for sole-parent
families. Non-employment among sole parents ranges from around 25% in
Austria, Portugal and Nordic countries to close to 50% in Australia, Ireland, the
Netherlands, New Zealand and the United Kingdom.

The general policy approach towards sole parents in social protection
policy is critical in determining the extent of benefit dependency among this
client group. At first sight, it might appear paradoxical that in Austria, Iceland,
Finland, Denmark, Norway and Sweden - all countries where financial
incentives to work are not very strong (see below) — sole-parent employment
rates are nevertheless relatively high. This is because the policy approach
towards sole parents is the same as for any other parent. Parents who are no
longer entitled to parental leave (Denmark and Sweden) or home care or
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childrearing allowance (Austria, Finland and Norway) are work-tested for
benefit receipt (either unemployment insurance or social assistance). This
policy stance towards sole parents is made possible by comprehensive
childcare systems that provide formal care support when leave benefits expire
(around 9 to 17 months in Iceland, Denmark and Sweden; around age three in
Austria, Finland and Norway - see Chapters 5 and 6). In addition, in Nordic
countries these are supported by a comprehensive system of employment
supports including job-matching, training and other skill-upgrading
programmes, that are made available to clients from an early stage of benefit
receipt. In 2004, public spending on active labour market policies (not
including those targeted at the disabled) in Denmark was 1.3% of GDP. In
Nordic countries, comprehensive employment and childcare support lets
parents on income support focus on their labour market (re-)integration even
when they are caring for a young child.

Some other countries have specific benefits arrangements for sole
parents. Employment rates of sole parents in these countries are often low,
and many sole parents are in receipt of income support.’! In Australia, Ireland,
New Zealand and the United Kingdom, the entitlement to income support
plays a key role in explaining low employment levels. In these countries
benefit durations are not limited and parents can receive benefits without a
work test until their youngest child is a teenager (Table 4.6). The signal being
given to sole parents on income support has been that dependency is
expected. Little effort was made in the past to tell sole parents that work is
desirable and beneficial to the family as a whole.

4.3.2. Financial incentives to work

In most OECD countries financial incentives to work are stronger for sole
parents than for potential primary earners in couple families on social
assistance (who face even higher AETRs when moving of benefit into work).
However, AETRs for sole parents are often considerably higher than for
secondary earners in couple families (compare Table 4.7 with Table 4.3).

Relative to two-thirds of average earnings, benefits tend to be highest in
Denmark, Norway and the city of Ziirich in Switzerland, while in the vast
majority of OECD countries net payment rates are in the range of 60 to 80% of
the reference wage of two-thirds of average earnings. Income support to sole
parents is below this level in Canada (the province of Ontario), Hungary, Korea,
Poland, the Slovak Republic, Spain and the United States. Sole parents in
countries without a uniform social assistance system (Greece and Italy) by
definition have very strong financial incentives to work full-time in a job at
two-thirds of average earning. In Denmark, Norway and the city of Ziirich in
Switzerland, financial incentives to work for sole parents are relatively weak.
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Table 4.6. Sole parents in Australia, Ireland, New Zealand
and the United Kingdom can potentially remain on benefit
for a long period of time
Work tests for sole parents, selected countries, 2005-06

No work test Work test

Independent of child age Dependent on child age

(age limit in years)
Portugal Belgium1(discretion) Ireland (18 or 22 if child
Spain Denmark (subject to childcare) in full-time education)
Finland New Zealand®(18)
Japan(discretion) United Kingdom* (76)
Netherlands? Australia(16/7)
Sweden Luxembourg (6)
Canada®(0.5-6)

Czech Republic (4)
Austria (about 3)
France (3)
Germany (3)
Norway (3)
Switzerland (3)
United States’ (0.25-1)

1. All social assistance beneficiaries, including single mothers, are in principle required to be looking
for work and to be ready to take up employment. However, in the case of sole parents with young
children, this requirement is not enforced very strongly.

2. Under national guidelines until 2004, municipalities did not require availability for work when the
youngest child was aged less than five. Since 2004, municipalities are free to determine work-
availability requirements for all clients in view of individual circumstances.

3. Clients are required to attend planning meetings and preparing a Personal Development and
Employment Plan that covers goals for the future and steps to reach those goals.

4. Clients are required to attend a Work Focused Interview with a Personal Adviser on application for
Income Support and at intervals during receipt of it.

5. Until 2006, parenting payment recipients with a youngest child aged less than six years had no
participation requirement; those with a youngest child aged 6 to 12 years were required to attend an
annual Personal Adviser interview; those with a youngest child aged 13-15 years had to undertake
150 hours of approved activities each 26 weeks. From 30 June 2006, single parents still receiving the
parenting payment when their youngest child turns seven must seek at least part-time work; sole
parents with children aged 8 and more making a new benefit application will instead qualify for
unemployment benefit (Newstart) with a similar work requirement. There are some exemptions for
large families and parents with a child with a disability (“Changes to Parenting Payment from 1 July
2006”, www.centrelink.gov.au/intemet/internet.nsf/services/welfare_parents.htm).

6. Participation requirements depending on the age of the youngest child are as follows: Alberta from
six months; British Columbia from three years; Saskatchewan two years; Manitoba six years; New
Brunswick, Prince Edward Island, Nova Scotia and Yukon, no formal requirements; Ontario, school
age; Quebec five years; Newfoundland and Labrador two years; Northwest Territories and Nunavut
under three years, or under six years if two or more children.

7. Varies from State to State. Some States have no exemption. The maximum age exception is four
years, but the majority of States have exceptions which are between three months and 12 months
(though often this will be on a lifetime basis).

Source: Adapted from Bradshaw and Finch (2002).
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Table 4.7. Financial incentives to work for sole parents are relatively weak
in Denmark, Norway and Switzerland (city of Ziirich), 2004

Net replacement rate Average effective tax rate Marginal effective tax rate
At2/3 of AW At AW 2/300>f>AW 05> AW 12 OL\X\/W >> 1/23/§f0¢\2lv\7> 2/3 OLQ/W >>
Australia 64 55 55 55 61 71 55
Austria 69 53 71 62 44 44 44
Belgium 69 54 71 66 58 59 56
Canada 56 49 48 53 59 4 64
Czech Republic 71 58 69 64 57 38 54
Denmark 85 72 85 77 59 75 61
Finland 67 57 64 62 61 62 58
France 71 49 75 58 35 57 24
Germany 72 56 78 70 52 69 54
Greece 3 2 16 19 23 16 26
Hungary 48 39 48 50 62 45 55
Iceland 77 63 74 65 48 48 48
Ireland 68 59 25 36 72 61 59
Italy 0 0 -4 16 33 -6 55
Japan 75 56 76 62 40 86 20
Korea 57 39 60 44 12 48 12
Luxembourg 71 52 69 54 20 60 24
Netherlands 76 56 78 65 51 57 38
New Zealand 79 64 78 71 79 86 70
Norway 87 64 88 71 36 69 36
Poland 70 56 75 69 88 93 57
Portugal 55 41 58 50 29 34 33
Slovak Republic 47 35 35 33 29 23 29
Spain 49 35 52 43 23 16 24
Sweden 67 54 66 61 52 52 49
Switzerland 91 67 92 73 45 84 34
United Kingdom 71 61 70 68 71 84 62
United States 45 36 39 41 47 44 45

Note: Social assistance and any other means-tested benefits are assumed to be available subject to the relevant
income conditions. Children are aged four and six and neither childcare benefits nor childcare costs are
considered. In-work benefits that depend on a transition from unemployment into work are not accounted for
in the calculation of METRs presented here, since these concern “within-employment transitions” only.
Source: OECD Tax/Benefit Models.

4.3.3. Policy experiences and evidence on reform effects

The drawback of the comprehensive support provided in Nordic
countries is that employment supports and (in particular) childcare support is
expensive (Chapter 6). In an attempt to keep costs down, many countries have
sought to target formal childcare support on low-income families, including

BABIES AND BOSSES: RECONCILING WORK AND FAMILY LIFE - ISBN 978-92-64-03244-6 - © OECD 2007 89



4. TAX AND BENEFIT SYSTEMS AND THE WORK CHOICES BY PARENTS

sole parents. Apart from this, the policy package which most countries have
been using in order to support lone parents includes an emphasis on
strengthening financial incentives to work, introducing elements of
compulsion into benefit receipt, and a greater focus on re-employment in
benefit delivery.

Increasing financial incentives to work have sometimes had a substantial
effect on the employment rates of lone parents. For example, Canada (see also
Box 4.2) is one of the few OECD countries which experienced a huge reduction
in the number of social assistance recipients (including many sole parents):
the proportion of the Canadian population in receipt of social assistance
support halved from 10.8% at its peak in 1994 to 5.5% in 2003. Sole-parent
employment rates increased from 59% in 1996 to 68% in 2001, and this
increase can be related to improved economic conditions as well as a
tightening in the generosity of the provincial social assistance programmes
through narrowing eligibility criteria and curtailing payment rates, often
through non-indexation (OECD, 1999¢; and Sceviour and Finnie, 2004).12

Rather than cutting benefits, an alternative approach to improving work
incentives involves paying cash benefits to low-wage employees. A number of
countries have introduced such wage supplements to strengthen work
incentives for the population as a whole, but in practice it is often sole parents
in particular who have benefited (Box 4.1). In the United States, one of the first
countries to introduce this type of benefit, the Earned Income Tax Credit
(EITC) is now the largest anti-poverty programme at the national level. In
other countries (Ireland, the United Kingdom and, more recently, France, the
Netherlands and New Zealand), employment-conditional benefits are
operated alongside comprehensive “safety-net” benefits seeking to ensure
acceptable living standards for workless households.

In-work benefits will partly offset the adverse work incentives associated
with the loss of out-of-work benefits. However, their effectiveness at
increasing employment depends on the specific structure of labour markets
and the resources governments are willing to commit to this type of measure
(except for the United States and the United Kingdom, the size of in-work
benefits is still very small compared to other social transfers; a detailed
analysis of relevant policy rules in OECD countries is in OECD, 2007f).

OECD (2004a) recommended that an employment-conditional benefit be
introduced in Portugal, but not in order to increase employment rates; in
Portugal, the sole-parent employment rate is around 80% and almost nine out
of ten sole parents in work are employed on a full-time basis. Benefit income
is low (Table 4.7) and many sole parents simply cannot afford to stay out of
work. However, earnings are not high either, and in-work poverty is a key
challenge in Portugal. The introduction of an employment-conditional
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Box 4.2. The Canadian Self-sufficiency Project

Arguably, one of the most cited research projects looking at incentives to
work for sole parents is the Canada Self-sufficiency Project (SSP). This
federally funded research project involved experimental studies over a ten-
year period to establish the effects of financial incentive structures on the
labour market behaviour of sole parents in receipt of social assistance.

SSP was launched in 1992 and included three main studies: the Recipient
SSP study involving about 6 000 sole parents on social assistance in the
provinces of New Brunswick and British Columbia who had been on social
assistance for at least a year but often longer (Michalopoulos et al., 2002); the
SSP Plus study, involving 600 sole parents in New Brunswick (Lei and
Michalopoulos, 2001); and, the “Applicant study” concerning 3 300 sole-
parent claimants of social assistance in the province of British Columbia who
had not been in receipt of social assistance six months prior to their most
recent claim (Ford et al., 2003). In all three studies half of the selected sole
parents were randomly assigned to a programme group and the other half to
a control group, with those in the programme group becoming eligible for
generous earnings supplements for up to 36 months provided they did not
claim social assistance and worked full time (on average at least 30 hours per
week during the reference month). The SSP findings included:

@ Financial incentive structures affect the speed with which sole parents leave
welfare rolls: sole parents who were long-term social assistance claimants
(the “recipient study”) left welfare rolls for full-time employment much
faster if they had access to generous earnings supplements, with the biggest
effect immediately after the close of the one-year period limit for finding
full-time employment. However, the effect was temporary: six years after
random assignment, employment rates (full-time) among clients with and
without access to earnings supplements were close to 30%.

® Financial incentives had the largest effect on clients with recent
employment experience: 45% of the clients in the “applicants study” who
were eligible for the earnings supplement were in full-time employment six
years upon random assignment (compared to 30% for the “recipient group”
while this was 41% for those without earnings supplements. A design
feature of this “applicant study” was that clients had to wait for 12 months
before becoming eligible for the earnings supplement. This delayed exits for
those still on social assistance after three months of benefit receipt; with the
largest employment effect on those with earnings supplement just two
years following the random assignment.

Making work pay policies can thus limit benefit dependency and reduce the
poverty risk for sole parents and their children. The cost to public budgets of
introducing such policies is limited when targeted at clients with relatively
recent work history: increased tax revenue and lower transfer payments covers
about 90% of the total cost, whereas only one-third of programme costs are
covered when clients have a longer history of social assistance receipt.
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refundable tax credit is one option to increase after-tax income of low-income
families and reduce child poverty, and as in Denmark, Ireland, France and
Spain, the introduction of such a policy would create an aggregate welfare gain
(Immervoll et al., 2005, in a study on EU15 countries found that efficiency
losses of introducing in-work benefits would also be very small in Austria,
Greece, Luxembourg, the Netherlands and the United Kingdom).

In the four English-speaking countries where sole-parent employment
rates are traditionally low, and poverty rates have been high, policy reform
over the last decade has substantially increased financial support for low-
income families. In Ireland, the value of universal child benefit trebled
between 1997 and 2003, while income-tested cash/tax family support in
Australia increased substantially in the period 1999-2003. In New Zealand, the
“Working For Families” package was introduced in 2004 to address poverty
concerns and strengthen work incentives (Box 4.3).

There is an extensive body of research in the United Kingdom, which
shows the effect policy changes since 1997 have had on employment and
poverty outcomes (Bennett and Millar, 2005). Reforms have increased the
redistribution of resources among households without children to families
and among families themselves: the incomes of the poorest fifth of families
have increased by more than 20% (Brewer and Shephard, 2004). Reduced
joblessness and increased child benefit and employment-conditional tax
credits (Sutherland et al., 2003) have reduced child poverty, especially among
sole-parent families: 57% of low-paid sole mothers working 16 hours or more
avoid poverty through benefit receipts, including in-work benefits and such
tax credits lift 40% of these sole-parent families above the poverty line (Millar
and Gardiner, 2004).

The economies of Australia, Ireland, New Zealand and the United
Kingdom have all experienced strong economic growth since the late 1990s
and this has led to an increase in sole-parent employment (Table 4.8). The
increase in employment among sole parents in Ireland has, however, come to
a halt in the new millennium, despite strong ongoing growth of the Irish
economy, as reducing the expectation of long-term benefit-recipiency of “One
Parent Family Payment” in Ireland has proven to be difficult. By contrast, sole
parents in Australia, New Zealand and the United Kingdom have been able to
strengthen their position on the labour market. Economic growth has been
important in increasing sole-parent employment rates, but policy reform may
also have played a role although econometric evidence on the importance of
policy reform is not (yet) available for Australia and New Zealand (see Box 4.3
for New Zealand; for Australia, see below). OECD (2005a) shows that the body
of evidence finds that policy reform since 1997 in the United Kingdom has
contributed to the employment incidence among sole parents rising from 45%
in 1997 to 57% in 2006 (NS, 2006). Employment growth was concentrated
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Box 4.3. Policy reform in New Zealand

From October 2004 to April 2007, the New Zealand government rolled out the
Working For Families (WFF) assistance package, which by the time of its full
implementation in 2007 costs about NZD 1.1 billion per annum (or
USD 0.8 billion). Apart from simplifying the benefit system and achieving more
consistency between tax and benefit authorities, the package essentially has
four components. First, maximum Family Tax Credit rates (the main payment
per child, which used to be known as “Family Support”) increased by around
75% until 2007 and will have become available to more families (partly because
the abatement threshold was increased from NZD 20 000 to NZD 27 500).
Second, working parents get an In-Work Family Tax Credit (which is paid per
family) that replaced and pays more than the previous Child Tax Credit (which
was paid per child). Third, accommodation supplement is available to more
working people, and many people are entitled to more assistance. Fourth,
childcare subsidy and out-of-school-hours care subsidy payment rates increased
in 2005, 2006 and 2007), and by raising eligibility thresholds they are potentially
available to 70% of families with dependent children.

The increase in Family Tax Credit and the new In-Work Family Tax Credit,
is estimated to add up to NZD 1 billion by 2007, which is roughly 90% of the
costs of the entire “Working for Families” package, whereas the costs of the
childcare subsidy component are estimated at NZD 35 million or 3% of the
package. One consequence of the reform is that as of 2007 for a family with
two children, family benefits will cut out at around 150% of average earnings
compared to roughly 100% prior to reform. Childcare subsidies are granted up
to about 140% of average earnings compared to 93% in 2003.

It is estimated that the introduction of the Working for Families package
may reduce child poverty by as much as 70% when measured against a 50% of
median equivalised household income threshold (Perry, 2004). Estimates of
effects on the financial incentive structure (and employment rates) are more
ambiguous. The introduction of the WFF package has improved the financial
incentive structure for sole parents, and had a small but positive effect on
labour supply; about 2% of sole parents currently on income support;
Fitzgerald and Maloney (2007) also find that reform had a positive effect on
employment among sole mothers. The introduction of Working For Families
may have discouraged labour supply among secondary earners in couple
families (Dwyer, 2005; and OECD, 2005c). However, in a preliminary
assessment, Fitzgerald and Maloney (2007) suggest that reform probably had
a small positive effect on employment among partnered mothers.

among sole mothers with children of pre-school age, while reform had
essentially no effect on employment among sole mothers with multiple older
children (Francesconi and van der Klaauw, 2007). However, it is much more
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Table 4.8. Over the last ten years employment among sole parents
has grown in Australia, Ireland, New Zealand and the United Kingdom
from a low base
Sole-parent employment rates

1997 2001 2006
Australia .. 442 52.3
Ireland 35.1 451 458
New Zealand 39.7 49.9 55.2
United Kingdom 45.0 51.3 56.5

Note and source: Australia, annualised monthly data from Australian Bureau of Statistics, series 6224.0.55.001;
Central Statistics Office Ireland, annualised quarterly data from the quarterly national household survey,
except for quarter four 1997; New Zealand, annualised quarterly data from Statistics New Zealand, Household
labour Force Survey, and the United Kingdom: 1997 data from OECD (2005a) and quarterly data from Office of
National Statistics (2006), “Work and Worklessness among Households”, 28 July.

difficult to find a positive impact of in-work benefits on employment in couple
families; if there is an upward effect on employment in couple families, it
concerns fathers rather than mothers (Brewer et al., 2003).

Mutual obligations

Improving financial incentives to work are one tool in the kit towards
reduced long-term benefit dependency and poverty among sole parents and
their children. Another one is work-focussed benefit delivery, through intensive
case-management, training programmes, work-experience placements, job-
search assistance and childcare support. As said above, a comprehensive
system of childcare and employment in Nordic countries facilitate policy
approach towards sole parents that expects them to go back to work at a
relatively early stage of the child’s life, just as other parents on income support
(Table 4.7). In other countries, like Australia, Ireland, New Zealand and the
United Kingdom, this is not so. Policy makers in these four countries are at
different stages of reform towards strengthening reciprocity in benefit receipt
for sole parents with young children as a tool of reducing expectations on long-
term benefit receipt and enhancing early labour market re-integration.

In Ireland, where recent economic growth has been stronger than
anywhere else in the OECD area, this has not led to an equivalent reduction of
benefit dependency on “One Parent Family Payment”. A government
discussion paper (Government of Ireland, 2006) has raised the possibility of a
job-search requirement for all those whose youngest child is at least five years
of age, and cessation of entitlements to a new parental allowance after the
youngest child reaches a specific age (e.g. 7 or 12, rather than 18 or 22;
Table 4.7). In addition, there are plans to move towards more systemic
engagement of benefit clients, providing them with greater access to
employment, training and childcare supports (Government of Ireland, 2006).
Such a comprehensive and integrated approach is currently absent, and
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without it, introducing work-testing and reducing duration of benefit
entitlements are much less likely to be effective.

In New Zealand work-test requirements for sole parents on “Domestic
Purposes Benefit” were abolished in 2003, only four years after they were
introduced. Benefit reform in 1999 had introduced work-testing, a full-time
requirement for sole parents with a child aged 14 and over, and a part-time
work test for those with a child aged 6-13, as well as measures strengthening
incentives to work, and increased funding for employment support. However,
while the new work tests (successfully) pushed sole parents off benefit, the
simultaneous increase in policy support (for example, extending generosity of
the Childcare Subsidy, introduction of OSCAR-services) was not enough to
address barriers to childcare participation and lack of labour market skills on
a comprehensive basis.

Since 2002, the New Zealand government has taken various initiatives “to
fulfil its side of the bargain”, and expanded employment supports (e.g. the Jobs
Jolt initiative), childcare and other service support for sole parents on benefit.
With benefit delivery focused on work expectations, each client has a Personal
Development and Employment Plan (PDEP), the nature of which often changes with
the age of clients and children (plans for clients with young children tend to
focus on education and training, while plans for clients with older children
focus more on employment). Case management is also more intensive than
before. Since October 2002, caseloads have been reduced from around
250 clients per counsellor to 183 in 2006. However, this is still relatively high: for
employment counselling to be effective on a comprehensive scale and evidence
gathered by the OECD secretariat suggests caseloads should be reduced to
around one staff member to 100 to 125 clients. In addition, work underway on
the restructuring of the benefit system, will further increase the focus on work
expectations, provide more support for helping parents to find care solutions
(care-matching), assist those who wish to take up small hours of work while on
benefit, and help case managers focus on achieving outcomes rather than
determining complex benefit entitlements. With increased financial, childcare
and employment supports, and facilitated by a strong economic environment, a
re-introduction of the work-test has become an option to further strengthen
employment incentives and promote self-sufficiency among sole-parents with
children in primary school.

Apart from tax credits to make work attractive, the UK version of a
comprehensive strategy promoting autonomy among sole parents includes
mandatory Work-Focussed Interviews, the New Deal for Lone Parents (based on
voluntary participation and includes job-search and childcare assistance) and
fully integrated benefit and employment support services through Jobcentre
Plus, the public employment service provider. In pilot areas, there are Work-
Related Activity Premiums for sole parents whose youngest child is 11 or over,
but as the Department for Work and Pension explicitly states on its website,
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“any activity to prepare for work remains voluntary”. As a potential 11 years
outside the labour force does not enhance individual employment chances
and profiles, there is a case for introducing compulsory intervention at an
earlier stage (Freud, 2007). Policy reform proposals include introducing a
work-test for parents on income support when their youngest child is twelve
in October 2008 and then seven from October 2010 onwards when sufficient
childcare support should be available.

In contrast to experiences in Ireland, New Zealand and the United Kingdom,
the Australian government has moved to reduce benefit dependency and the
duration of benefit-recipiency by introducing a work-test for parents whose
children attend primary school in July 2006 (Box 4.4). Policy reform, announced
in July 2005 is intended to make returning to work the “norm” for sole parents,
and the message has not missed its effect on (potential) clients. It is difficult to
disentangle reform effects from cyclical effects (unemployment in Australia is
now at its lowest level in more than 30 years, with projections remaining
upbeat); but in any case the sole-parent employment rate increased to on
average an annual average by about 6 percentage points from July 2005 to 54.2 in
July 2007 (ABS, 2007).

Box 4.4. Reforming parenting payment in Australia, 2006

Since 1 July 2006, the Australian government has made significant changes
to the income support rules to encourage and support people on Parenting
Payment in finding a job:

@ Parents on Parenting Payment before 1 July 2006 continue to receive their
payment until their youngest child turns 16. From 1 July 2007 or when their
youngest child turns seven, whichever is later, they will be required to
meet part-time participation requirements.

@ Principal carers who have gone on to Parenting Payment (partnered) since
1 July 2006 receive the payment until their youngest child turns six; this is
eight years for a sole parent on Parenting Payment. After that, they will
need to apply for another income support payment (typically Newstart
Allowance, the unemployment benefit). Both recipients of partnered and
single Parenting Payment will be required to meet part-time participation
requirements, once their youngest child turns six.

Part-time participation requirements include: looking for a part-time job of
at least 15 hours a week, or participate in employment services. There are
exemptions in special circumstances, and these include having a large family
(four or more children aged under 16). Parents are not expected to take a job
offer if there is no suitable childcare, or if they have to travel more than sixty
minutes to get to work.
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Box 4.4. Reforming parenting payment in Australia, 2006 (cont.)

Parents are eligible for the full range of Job Network (employment) services,
including a new Employment Preparation service. Job Network members
(employment service providers) take account of parents’ cultural
backgrounds, their individual needs, and the available job opportunities.
Parents with no recent workforce experience, and those with recent work-
experience who are still unemployed after three months have access to
Employment Preparation. Parents who are not directly employable will get
immediate access to Intensive Support customised assistance.

A principal carer parent does not have to accept or continue in a job if no
appropriate care and supervision is available for their child/ren (including the
time taken to travel to and from work); travel time to or from the person’s
home to the place of work, via the place of childcare, exceeds 60 minutes; the
cost of travel to and from work exceeds 10% of the gross wage; they are not at
least USD 20 per week better off after the costs of employment are taken into
account, compared to not working. Penalties do not apply to people who
cannot access an employment service because they live in a remote area.

As part of the 2006-07 budget, the Australian government lifted a previously
imposed cap on out-of-school-hours and family day-care places. This allows
existing and new childcare providers to expand childcare places to meet
demand. The Australian government has also provided additional funding for
Jobs, Education and Training (JET) childcare, which provides extra help with the
cost of approved childcare for eligible parents undertaking activities such as
job search, work, study or rehabilitation to help them enter or re-enter the
workforce. Parents receiving this assistance make a small co-payment of
10 cents per child per hour towards the cost of their childcare.

The number of sole-parent clients of Parenting Payment in Australia has
been trending down since mid-2005. Overall, the number of recipients has
gone down from around 460 000 in early 2005, to just over 405 000 in
March 2007. There have been declines in beneficiary numbers in the past, but
a decline of more than 10% of the stock is unprecedented in recent history.

As Chart 3.7 showed, the increasing sole-parent employment rates in
Australia, New Zealand and the United Kingdom are now comparable to levels
in the Netherlands where since the mid-1990s sole parents on means-tested
income support are required to engage in job-search when their youngest child
is five years of age. However, local welfare authorities often grant job-search
dispensations and in 2001 only 19% of all sole parents on income-support had a
job-search requirement. In addition to the exemption for sole parents with very
young children, many others had obtained exemptions granted by local
authorities, or de facto exemptions for clients facing medical or psychological
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issues (Algemene Rekenkamer, 2003). Social assistance reform in 2004 aimed to
limit these exemptions from job-search, increase support for labour market re-
integration (subsidised childcare for all clients) and stimulate outflows of clients
(Algemene Rekenkamer, 2005). From January 2006 to February 2007, the number
of social assistance recipients declined by 10% to just below 300 000 recipients
(CBS, 2007), but it is unclear to what extend the decline is related to fewer job-
search exemptions being awarded by municipal authorities, successful labour
market integration of sole parents on income support, and/or the result of the
economic upswing.

The Dutch experience shows that changes in the obligations placed on
benefit recipients to look for work (as introduced in the mid-1990s and
strengthened in 2004) have to be backed up by ample labour market and
childcare support, as well as effective policing of job-search requirements. In
other words, reform needs to increase obligations on both the public authorities
to provide help and the individual to take advantage of that help. As so many
clients were exempted from job-search requirements, the employment
outcomes for sole parents in the Netherlands have become comparable with
outcomes in Australia, New Zealand and the United Kingdom.

4.4. Conclusions

There are marked differences in the size of public welfare states across
the OECD. Some countries pursue a universal comprehensive approach in
social protection, and the Nordic countries in particular are successful at
providing a continuum of supports for working families throughout
childhood. Policy in all these countries, and Hungary, has been to provide a
consistent and logical system of supports, but whereas Denmark and Sweden
invest more in care and early education services for very young children,
Finland, Norway and Hungary focus public resources on supporting parents,
usually mothers, providing home care for very young children. This risks
weakening the labour market position of women relative to men, and barriers
to labour market fulfilment contribute to downward pressure on birth rates.

Rather than building a universal system of supports, most countries try
to restrict spending (and the burden of taxation) by focusing public support
more on some areas of social policy than others and/or by targeting resources
at low-income families more generally. Such income-tested benefit systems
have to be designed carefully, as there is always a risk that when (additional)
earnings are made, real income increases little as simultaneously benefit
income is withdrawn at an (almost) equivalent rate.

Financial incentives to work matter. Differences in tax/benefit systems
affect parental labour market decisions, and, if they decide to work, whether
they do so on a part-time or full-time basis. The majority of OECD countries
now have individualised tax systems, but nearly all OECD countries either
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have some form of tax relief for non-employed spouses or some form of family
assistance that aggregates incomes of spouses to determine levels of
assistance. These arrangements potentially produce weak financial incentives
to work (more) for (potential) second earners, as the effective marginal tax rate
of the second earner is close to that of the primary earner.

Important as it may be, the financial incentive structure is not the only
driver of individual labour market participation decisions. The general policy
approach towards parents on income support crucially determines to what
extent such families, among which are many sole-parent families, rely on
benefit support.

Itis in the long-term interest of all families, including sole-parent families,
to engage in paid work, as this is the most effective way of reducing the risk of
family poverty, enhancing child development, and generally giving children the
best possible start in life. Therefore, the policy approach towards sole parents on
income support in Nordic countries is the same as for any other parent: parents
who are no longer entitled to paid parental leave (or home-care payments) are
work-tested for benefit receipt. This requires active and early interventions
towards labour market re-integration of (sole) parents on income support,
involving investment in childcare, in-work benefits to make work pay, and
employment supports (e.g. intensive case-management and counselling,
training programmes, and work-experience placements).

Generally, OECD countries require sole parents on income support to look
for work when children are of pre-school or primary school age, but in a few
countries, Australia, Ireland, New Zealand and the United Kingdom, there is no
work-test until the youngest child is 12, 16 or even older. This is supposed to
“protect” sole parents from having to work when they “should” be looking after
their children. However, the effect has been that sole-parent employment rates
in Australia, Ireland, New Zealand and the United Kingdom are relatively low,
at 45 to 55% compared to around 70 to 80% in the Nordic countries. The result is
poverty, which damages the future life-chances of children.

In Ireland, sole parenthood is becoming an increasingly common cause of
poverty, but policy reform to reverse this trend seems hard to implement. In
Australia, New Zealand and the UK policy has undertaken steps towards greater
labour force attachment of parents on income support. Since 1997, the United
Kingdom has successively increased both the generosity of child payments and
in-work benefits and childcare supports, and evidence suggests that policy
reform since 1997 has increased the employment incidence among sole parents
by about 4 to 7 percentage points. The introduction of Working for Families in
New Zealand may also have had a small upward effect on sole parent
employment rates. Australia has recently moved towards the introduction of a
part-time work-test for new clients of “Parenting Payment”, while simultaneously
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extending out-of-school-hours care support, so as to give sole parents realistic
work options. This reform reflects a move towards Nordic policy practices,
providing employment and care support, and requiring all benefit recipients,
including sole parents to take advantage of the opportunities open to them. A
system of mutual obligations should be embraced and enforced including the
threat of moderate benefit sanctions if benefit recipients do not take active
steps to find work or improve their employability.

Notes

1. OECD (2003b) contains an overview of standard tax reliefs related to marital status
and dependent children; OECD (2007f) includes an overview of family benefits and
their characteristics.

2. In most OECD countries, the combination of tax reductions and cash benefits
reduces the direct tax burden on couple families with two children at average
earnings by between 10 and 20% (OECD, 2007f), although there are notable outliers
such as Japan (5%) and Luxembourg (25%).

3. In the Canadian province of Québec which models its policy on Scandinavian
countries (Roy and Bernier, 2007), there remain gaps in the otherwise by North-
American standards very extensive public childcare and out-of-school-hours care
policies (OECD, 2005a).

4. In general, the proportion of financial support to families will decline as earnings
increase. However, as in-work benefits are phased in, and income-support
payments are not reduced at the same rate as net earnings increase, the proportion
of family assistance can actually increase with earnings over parts of the (lower end)
of the earnings distribution in some countries (Table 4.2).

S. Chapter 6 discusses the effect of childcare costs on the financial incentives
structure. Information on work-related costs (e.g. travel, clothing), or the loss of
household production because of participation in paid employment is not
available on a cross-national basis and these items are therefore not reflected in
the calculations.

6. Countries differ substantially in the safety nets they provide for workless
households (OECD, 2007e). For example, the income situation of couples with two
children on social assistance support in Greece, Italy, Hungary, Portugal, Spain and
the United States (with data not being available for Korea, Mexico and Turkey)
shows that minimum income benefits in these countries are not sufficient to lift
family incomes to close to 40% of median household incomes (a low-level poverty
threshold).

7. The indicators presented in this chapter are calculated using the OECD tax-benefit
models and are based on assumptions and, thus, limitations (OECD, 2007e). All
calculations relate to current income and therefore do not take into account any
effects of the current employment status on future earnings or benefit levels. All
incomes are before housing costs, childcare costs, or work-related outlays, such as
clothing and travel expenditure. Indicators are computed for a particular set of
individuals whose characteristics and circumstances, include ages (4 and 6 years for
children and 40 years for adults), previous employment record (22 years), or housing
costs (20% of average earnings).
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8. Average effective tax rates for parents in couple families on unemployment
benefit are frequently lower than their counterparts on social assistance benefit,
as unemployment benefit programmes are more likely to include earnings
disregards, whereas social assistance payments are more likely to be withdrawn
on a “dollar for dollar” or “euro for euro” basis.

9. For the calculations on the tax/benefit position of families in Norway and
Switzerland, use is made of the tax parameters of the unified Norwegian system
and the tax system that applies to the city of Ziirich (where tax is also paid to the
canton of Ziirich and the confederal authorities). Norwegian social assistance
payment rates reflect the guidelines as applicable in the city of Oslo (in reality,
caseworkers award payment rates on the merits of each individual case, OECD,
1999b), while social assistance payments in Ziirich are set by the municipal
authorities (OECD, 1999c).

10. Joint tax systems could incorporate measures that reduce the disincentives for
second earners, as for example, via special “second-earner” allowances or
exemptions. In recognition of second earners’ fixed costs of work would contribute
to a more equal tax treatment of families with different patterns of work at home
and in the labour market.

11. Comprehensive information for recent years is not available, but around 2000 in
Australia, New Zealand and Ireland more than two-thirds of sole-parent families
were receiving income support benefits and more than half had transfers as their
main source of income. In the United Kingdom, just over half the sole-parent
population receive income support (and many others receive in-work benefits).
Between 30 and 40% of sole parents receive income support benefits in Canada,
Denmark, France, Hungary, the Netherlands, Norway and Sweden. Even in
countries where sole parents have relatively high employment rates, they
constitute a significant share of the population receiving social assistance, as for
example, in Austria, Belgium, Japan, and Portugal (Bradshaw and Finch, 2002;
Eydoux and Letablier, 2007; Kapsalis and Tourigny, 2002; and Puide, 2001).

12. Diverging trends in provincial social assistance receipt among different household
types can also be related to differences in trends in payment rates to different
client categories (Roy, 2004).
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Chapter 5

Parental Leave to Care for Children

This chapter discusses child-related leave provision in OECD
countries. It starts with a summary of different child-related leave
programmes, and then considers their effects in view of public
policy goals such as enhanced child development, greater labour
supply and gender equity.
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5. PARENTAL LEAVE TO CARE FOR CHILDREN

Some parents will want to care for their young children themselves
regardless of other childcare options. Other parents will prefer to work,
perhaps only part-time, or would prefer to do so if better labour market and
childcare opportunities were available. Parental leave schemes give working
parents an opportunity to care for their children themselves during the first
period after childbirth, and thus co-determine parental labour market
behaviour as well as the demand for (and also the supply of) childcare services
for very young children (Chapter 6).

Most OECD countries provide for paid maternity leave around childbirth,
and in most countries parental leave is subsequently available. However, in
terms of eligibility criteria, duration and payment rates, there are marked
differences in leave provisions across the OECD.

5.1. Parental leave policies are very different from one country
to another

Across the OECD area, there are different types of child-related leave,
which generally offer employment protection during absence from work to
care for children, including maternity, pregnancy, paternity, birth and
adoption leave, leave to care for children when they are ill, and, parental leave
which is generally of longest duration. In addition, some countries have
“home-care”, or “childrearing” leaves and associated financial support, which
are not necessarily tied to employment protection entitlements (Box 5.1).
Sometimes workers may have access to term-time leave (leave of absence
during school holidays), specific provisions such as leave for the child’s first
day of school, or may be able to save leave for later years. Portugal is the only
country that provides grandparents living with their grandchildren access to
financial support for 30 days under certain conditions. The Netherlands has
developed its family leave framework to include unpaid leave (of six times
weekly hours of work per annum) to provide palliative care for a parent,
partner or child; and provides fiscal support for saving for income support
during unpaid leave as taken over the life-cycle (SZW, 2006). Across the OECD,
when leave is paid, benefits are usually included in taxable income.

In almost all OECD countries (except for Australia, and the United States)?
there is statutory paid maternity leave, which is frequently remunerated at
100% of previous earnings or close to this level (for full details see Annex 5.A1;
also see Moss and O’Brien, 2006, for a recent overview). In some states of the
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Box 5.1. Child-related leaves in OECD countries

The five most common forms of child-related leave are:

Maternity leave (or pregnancy leave): Employment-protected leave of
absence for employed women at around the time of childbirth, or adoption in
some countries. The ILO convention on maternity leave stipulates the period
of leave to be at least 14 weeks. In most countries beneficiaries may combine
pre- with post-birth leave; in some countries a short period of pre-birth leave
is compulsory as is a six- to ten-week leave period following birth. Almost all
OECD countries provide for specific public income support payments that are
tied to the maternity leave period.

Paternity leave: Employment-protected leave of absence for employed fathers
at the time of childbirth. Paternity leave is not stipulated by an ILO convention.
Periods of paternity leave are much shorter than for maternity leave, and are
three weeks at maximum. Because of the short period of absence, workers on
paternity leave often continue to receive full wage payments.

Parental leave: Employment-protected leave of absence for employed
parents, which is often supplementary to specific maternity- and paternity-
leave periods (as above), and usually, but not in all countries, follows the
period of maternity leave (If there is no specified maternity leave, as in
Australia, OECD, 2002a, a portion of parental leave is reserved for women, to
ensure a period of physical convalescence and recovery after childbirth).
Entitlement to the parental leave period is individual, while entitlement to
public income support is often family-based, so that only one parent claims
such support at any one time.

Home-care leaves: Leaves to care for children until they are about three
years old. These leaves can be a variation of parental leaves, and payments are
not restricted to parents with a prior work attachment. In Norway and Finland
relevant income support payments are contingent on not using public day-care
facilities. In general, payments are intended to supplement family income
while one parent is at home or to purchase private care (see Box 5.3).

Short-term leave to care for sick children: Being able to care for a sick child
is important to any working parent. In some countries there are legal
entitlements, for example, in Norway and Sweden there is a statutory right to
take off work to mind sick children, often, however, such provisions are
covered in collective agreements. Arrangements are most generous in Sweden
where parents are entitled to take 60 days per annum to care for sick children;
the system is used excessively (about 20% of sick days taken) as for sick
children under 12 no doctor’s certificate is required (Engstrom et al., 2007). In
Denmark, parents are entitled to take one day off work; thereafter it is
assumed that parents will be able to make other arrangements. Stipulations in
collective agreements can take different forms, including allowing parents to
take more days than the legal entitlement, top up income support to full
wages, allowing the use of worker’s sick-days to care for sick children. Often,
however, arrangements are made on ad hoc and informal basis, so that the
overall importance of short-term leave to mind sick children is unknown, but it
seems difficult to overestimate its value to working families.
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United States, mothers may have access to income support through
Temporary Disability Insurance (and the State of California is included in
Table 5.A1.1 to illustrate this). In Australia, there are maternity allowances
(Table 5.A1.2) and income-tested family payments when a parent is not in paid
employment as well as a substantial one-off payment at childbirth. In both
countries, employers often provide paid leave; “top ups” of public leave
payments are often provided by employers in other countries, and while
practices differ across firms, sectors and countries, in many OECD countries
these payments can be considerable.

Entitlement to maternity leave is often conditional on previous work
experience on a continuous and full-time basis as an employee over a certain
period (often for a year, see Table 5.A1.1). Exceptions include the Scandinavian
countries (covering all mothers), the Netherlands (where some temporary and
almost all part-time workers are covered) and Germany (where mothers in
education and unemployment are covered).

While maternity leave with employment protection has been widespread
in OECD countries for many years, paternity leave and parental leave are more
recent developments. Legal entitlements to paternity leave exist in just over
half the OECD countries, and while payment rates are at 100% in all but four of
the OECD countries, duration is short (Chart 5.1, Panel B and Table 5.A1.3).
Abstracting from periods of leave within general parental leave arrangements
that are exclusively reserved for fathers, entitlements to paternity leave vary
from three days or less in Austria, Greece, Ireland, Luxembourg, the
Netherlands and Spain to ten days or more in Belgium, France, Poland (in a
limited number of cases), the United Kingdom and the Nordic countries.

Parental leave is given in addition to maternity/paternity leave to allow
parents to take care of an infant or young child. The entitlements depicted in
Chart 5.1, Panel C (and the annex to this chapter) are not reserved for either the
mother or father. For example, for Sweden the entitlement is for a one-year
period, with the 60-day periods reserved for fathers and mothers within the
parental leave legislation being reflected in Panels A and B, respectively. About
three-quarters of OECD countries give parents the option to take leave of absence
to care for children for at least half a year (and many others for up to one year
(Chart 5.1, Panel C), so that in combination with maternity leave, mothers can
provide personal care on a full-time basis for close to one year. By contrast, in the
Czech Republic, France, Germany, Hungary, Poland, the Slovak Republic, and
Spain, employment-protected leave to care for children can last up to three years.
However, compared to maternity and paternity leaves, parental leave is often
paid at low rates, if public income support is available at all (see below).

As parental leave is generally not granted for reasons of medical repose
after childbirth, and as entitlements are often of relatively long duration, the
design of arrangements often involves a degree of flexibility, enabling it to be
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Chart 5.1. Compared to maternity leave, income support during parental
leave is limited
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Note: The entitlement to paid leave is presented as the full-time equivalent (FTE) of the proportion of
the duration of leave if it were paid at 100% of last earnings: FTE = Duration of leave in weeks * payment
(as a percentage of average earnings) received by the claimant. Information in the chart and annex to
this chapter refers to entitlements, benefits and payment rates applicable as of 1 January 2006.

Source: OECD Family database, www.oecd.org/els/social/family.
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used in the way most beneficial to the family, and least intrusive to employers
(whose consent for flexible use of parental leave is often required). Parental-
leave programmes increasingly allow for adjustment of working hours and
part-time use for parents with young children in for example, Austria,
Denmark, Finland, the Netherlands and Sweden. In many countries parental
leave does not have to be taken in one continuous spell in the period
immediate on expiry of maternity (or paternity) leave. For example, in Portugal
and Sweden, parents can use their entitlement in different spells (which can
be small and can be used to extend holiday periods) until their children go to
school (age six in Portugal; age seven in Sweden).

In addition (see Box 5.2 in the next section) to prolonged employment-
protected parental leave periods, many countries provide income support
when children are very young (up to about three years of age) that is not
necessarily tied to taking parental leave itself (Table 5.A1.1 where these have
been included for France, Austria, Hungary, Germany, Poland, and the Slovak
Republic). A number of countries, including Denmark, Finland and Norway,
have schemes to provide subsidies to parents looking after their own children
at home. Benefit payments decline with the hours of public childcare use (as
in Norway), or are conditional on parents not using public childcare facilities
at all [Denmark, where take-up is low (NOSOSCO, 2005) and Finland, where
take-up is high (OECD, 2005a)]. In contrast to parental-leave systems these
schemes do not carry any rights to return to a job.

5.2. Objectives and effects of leave policies

There are different objectives underlying family-friendly policy
(Chapter 1), including addressing fertility concerns, promoting labour force
attachment, combating child poverty, enhancing child development and
promoting gender equity. The public provision of periods of employment
- protected absence from work and/or public income support during periods
of leave is designed to address these concerns (see below). In contrast to other
family-friendly policy measures, maternity-leave policies also have an
immediate impact on health issues that pregnant workers and/or young
mothers face: periods of repose prior to childbirth and recovery thereafter are
medically desirable. Legislation also protects pregnant workers from working
overtime, nightshifts, etc.? In addition, biomedical literature suggests there
can be significant health benefits (for both mothers and children) from
breastfeeding for a substantial period (e.g. six months). If leave is of a shorter
length than this, there is a need to facilitate workplace arrangements for
working mothers with young children (for example, Galtry, 2003).

OECD countries generally forbid both direct and indirect discrimination on
the basis of family status, which encompasses parental-care responsibilities,
protection for working mothers with children and legislation against
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discrimination of pregnant workers. Throughout the Babies and Bosses country
reviews the issue of discrimination against pregnant workers was raised, but it
proved impossible to be specific on the extent of such discrimination. In part
this is a reporting problem: pregnant workers who feel harassed may have little
desire to seek legal redress (because of costs, limited faith in the process or to
avoid further deterioration of the employment relationship).

5.2.1. Child development

One of the key issues in the debate about parental leave (and formal
childcare policy for that matter) is how to strike the right balance between
parental employment and the provision of personal care for young children.
Both parental employment and personal care are good for children. Parental
employment reduces the risk of poverty and it thus reduces the likelihood of
poverty and deprivation damaging child development. Personal parental care
enhances child development, but when children start to learn from
interaction with their peers, good-quality care provided by professional carers
can also enhance child development. Thus, while maternal employment
during infancy may have negative effects on children’s cognitive development
(e.g. Baum, 2003; and Ruhm, 2004), it is less clear as to what age of the child
this may be so. These effects are likely to differ from one child to another, and
maternal employment is not a uniform phenomenon either: from a child
development perspective, regular work schedules are better than non-regular
and/or very long working hours (Kamerman et al., 2003).

Taking stock of the evidence (Box 5.2), it seems that child development is
negatively affected when an infant does not receive full-time personal care
(breast-feeding issues aside, this is not necessarily synonymous with
maternal care) for at least the first 6 to 12 months of his/her life. Cognitive
development of a child benefits from participation in good quality formal care

Box 5.2. Parents at work and child development

Child poverty rates are more than three times as high for jobless sole-
parent families as they are for employed sole-parent families, and children in
couple families where one parent is in work are almost three times more
likely to be poor than children in couples where both parents work (Férster
and Mira d’Ercole, 2005). Parental employment is key to reducing the risk of
children growing up in poverty which has a significant negative effect on
child development (Kamerman et al., 2003). Policy faces particularly urgent
challenges when, as for example in Portugal, there are concerns about young
children who might sometimes be left unattended by parents who need to
work to secure minimum levels of family income (Torres et al., 2000).
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Box 5.2. Parents at work and child development (cont.)

The evidence is ambiguous about as from what age onwards maternal
employment has no negative effect on child development. For example, Ruhm
(2004) finds for the United States that maternal employment when children are
not yet two-three years old may negatively affect child development, but these
findings may not be independent of the low level of quality of widely used low-
cost (informal) care solutions. Baker et al. (2005), find that increased access to
childcare in the Canadian province of Quebec and increased maternal
employment may have contributed to worsened child outcomes and more
parental stress, but the study does not measure the impact of increased family
income on child development. Aughinbaugh and Gittleman (2003) find no
evidence that maternal employment in the first three years of a child’s life has
a lasting effect on child development; it also does not affect the likelihood of
young adolescents engaging in risky behaviour, as for example, alcohol abuse
or using marijuana and/or other drugs.

For older children, access to pre-school/kindergarten is generally regarded as
beneficial to child development, which underlies, for example, the provision of
free pre-school on a part-time basis in the province of Québec and the United
Kingdom (Ermish and Francesconi, 2001; and Lefebvre and Merrigan, 2002).
Gregg and Washbrook (2003) estimated for Avon in England that full-time
maternal employment in the first 18 months of the child’s life may have a
small negative effect on children’s cognitive development, but only if care
arrangements exclusively concern unpaid care by a friend, relative or
neighbour on a long-term basis. Dex and Ward (2007) find no evidence of
maternal employment influencing the extent of developmental problems in
three-year-old children, except to the extent that not working, especially never
working (as associated with factors such as low educational attainment,
teenage motherhood, and living in low-income families) was associated with
difficulties. Support offered to low-income families and single parents to
combine work and family commitments has a positive effect on child
development. Currie (2004) and Morris and Michalopoulos (2000) found that
the Canadian Self-sufficiency Project (Chapter 4) which helped sole parents to
leave social assistance registers for full-time jobs, had beneficial effects on
cognitive outcomes and schooling achievement of their children.

Relatively little attention is paid to the role of fathers in the child
development literature. However, rising maternal employment rates have
generated some interest in the extent to which paternal interactions might
compensate for fewer maternal interactions with their children. Gregg and
Washbrook (2003) find that in households where mothers return to work
when their children are still young, fathers are substantially more engaged in
parenting. For the United States, the NICHD early childcare research network (2005),
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Box 5.2. Parents at work and child development (cont.)

finds that maternal employment patterns did not affect paternal childrearing
beliefs or caregiving activities, but that in households where mothers worked
full-time, fathers were involved in caregiving activities regardless of their
beliefs. Dex and Ward (2007) suggest that children were more likely to have
developmental problems if their father had not used flexible working options,
had left all home-based childcare to their spouse rather than sharing, taking
no paternity leave around childbirth rather than a mixture of paternity and
annual leave to spend some time with their child. However, these factors are
likely to be also associated with education and earnings’ levels of fathers, so
a direct causal link between taking a few days of paternity leave on child
development may be hard to prove. Positive effects of flexible working
practices and spending more time with children over a sustained period
intuitively seem to be a more important factor in the paternal enhancement
of child development.

The policy choices in the Scandinavian welfare models of comprehensive
parental leave and childcare support are based on the notion that, as long as
formal childcare services are of good quality, its use is beneficial to the child.
In Finland, the right of each child (regardless of age) to access childcare
suggests childcare is considered beneficial at all ages, whereas the Swedish
extension of access to subsidised care for those on parental leave suggests
that entry into formal care can benefit children prior to the first birthday. In
practical terms, however, Scandinavian models have a rather different
perspective on the age of the child as from which mothers are encouraged to
be at work. In Finland and Norway, the system of paid parental leave and
homecare allowances financially encourages (one of the) parents to provide
full-time parental care until the child turns three (see below), while in
Sweden children often start to participate in childcare and early education
services as from around 18 months of age; in Denmark, this is around the
child’s first birthday. In a recent study for Denmark, Deding et al. (2007) do not
find any support for the notion that maternal employment negatively affects
children at a later age, or that maternal employment is more detrimental in
the first years of a child’s life. In fact, the effect found was positive and
stronger for boys than for girls.

(and interaction with peers) from approximately age 2-3. This generalisation
of the evidence stands or falls with the quality of formal childcare, but as
formal care and education is supplementary to parental care, also with the
intensity and quality of interactions at home: the positive effects of formal
care are biggest for children in disadvantaged families (see, for example,
Lanfranchi et al., 2003).
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5.2.2. Staying in employment or at home

The withdrawal of (skilled) workers from the labour market can contribute
to labour supply concerns, which are exacerbated by demographic trends. This
can lead governments to intervene to make labour force participation more
attractive for (potential) mothers.

Apart from the medical and child developmental reasons for granting
employment-protected leave, labour supply objectives may also play a role.
Paying income support during leave can further strengthen labour force
attachment, while it obviously also reduces family poverty risks. Appropriate
maternity and parental-leave policies with employment protection can be
expected to raise mother’s employment rates; the main reason why employers
offer to extend periods of leave or continue (partial) wage payments during the
leave of absence is to increase retention rates of mothers, thereby avoiding
recruitment and training costs. If leave periods are too short, parents (usually
mothers) are more likely to withdraw from the labour force for a considerable
period. The evidence for the United States, where employment-protected
child-related leave is relatively new, suggests that the provision of such leave
(even when unpaid), increases the chance that women return to the same
employer and take leave for shorter periods. In the absence of employment-
protected leave, they would take off more time and are more likely to work for
another employer (Hofferth and Curtin, 2003).

There is a danger that long periods of maternity, parental and/or home-
care leave lead to detachment from the labour market, resulting in lower
employment rates and thus affecting career prospects and earnings for
mothers in the longer term. Ruhm (1998), in an analysis of 16 OECD countries,
concludes that short spells of maternity leave (three months) are associated
with higher female employment rates and finds that longer periods of leave
(over nine months) reduce future earnings capacity. In another cross-national
study, Jaumotte (2003) finds that, considered from a narrow labour supply
perspective, the optimal full-time equivalent® period of maternity leave is
about five months (measured in full-time equivalents). Similarly, (often large)
enterprises that were interviewed in the course of the Babies and Bosses
reviews offered at least four to five months paid leave, as otherwise many
mothers would not return to work for the company.

The extent to which parents return to work, and at what time, depends
on their individual preferences, the family situation and opportunity costs.
Reflecting a more general pattern, parents in low-income families are most
likely to provide parental care on a full-time basis, with mothers with high
earnings are least likely to leave employment after childbirth, given the high
opportunity cost of not being in work (Chapter 3). By making income support
available for prolonged periods of time or not, public policy reduces the cost of
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not being in work, and influences the return to work decision by parents.
Financial incentives to return to work after taking leave exist in Korea and
Japan; in Japan, a payment equivalent to 30% of previous earnings is paid
during the leave period, together with a bonus worth 10% (reform in
October 2007 will increase this to 20%) of previous earnings when the leave-
taker actually returns to work (OECD, 2003a).

In Finland, parents with a child not yet three years old have a choice: they
can either exercise their right to affordable municipal day care or receive a
payment for not using this service, and, generally, provide parental care on a
full-time basis. In all, parents with a very young child in Helsinki who do not
use municipal day care will receive transfers which, including non-payment of
parental childcare fees, are worth about one-third of net average family
income (Box 5.3). As a result, about two-thirds of mothers with very young
children stay at home for a prolonged period; maternal employment rates of
mothers with young children are relatively low. Employers, including public
employers, are not to keen to hire women of childbearing age, as they may
take off for up to three years, so the incidence of temporary employment
contracts for young Finnish women is relatively high (OECD, 20005a). The
Finnish Home Care Allowance payments are at odds with the avowed policy
objective to raise female employment rates to 70% by 2010.

Box 5.3. Some municipalities in Finland pay parents
not to use formal childcare services

In Finland, parents with young children are entitled to a subsidised
childcare place, but can opt to receive, a home care allowance, if they do not
use the municipal childcare system. In addition to the nationwide home care
allowance, some (often larger) municipalities offer locally financed home
care allowances, and about a quarter of all home care allowance recipients
also receive a municipal home care payment (OECD, 2005a).

From a municipal budgetary perspective, it makes sense to pay parents to
stay at home and care for toddlers rather than provide more expensive
centre-based childcare for children below the age of three. With central
government covering 30% of spending on both the national Home Care
Allowance and a municipal childcare place, and the former costing less than
half of the latter, municipalities have a very strong incentive to discourage
parents with young children from using childcare. This explains why most of
the larger municipalities (including Helsinki) provide additional incentives to
parents not to use childcare by paying an additional municipal “home care
payment”; in Helsinki this was worth about EUR 2 600 per annum in 2003.
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Similarly, the 2002 parental-leave reform in Austria was introduced to
give parents greater choice, by extending payments but also by extending
coverage of health and pension insurance to parents who were not entitled to
parental-leave benefit, and by extending work options for those currently on
employment-protected parental leave.# As in Finland, the childcare benefit
together with other child benefits (family allowance, child tax credits), are
worth about 30% of average earnings and with supplements for sole parents
and low income couples, this cab rise to almost 40% of average earnings
(OECD, 2003a).

Transfers of such a magnitude lead to a strong financial disincentive to
work. Experience with parental-leave reform during the 1990s in Austria
suggests that the longer period of benefit payment will increase the average
length of time that mothers are not in work after childbirth. Initial evidence on
the 2002 parental leave reform (Lutz, 2003) suggested that Austrian mothers
are likely to stay at home for at least 30 months (the period for which childcare
benefit is paid), thereby losing their entitlement to return to their previous
employer (since the duration of employment-protected leave is 24 months).
Riesenfelder et al. (2006) corroborate these findings. Although the overall
likelihood of labour market return (and return to the previous employer) has
changed little, employment rates for parents with children aged 18 to
30 months have dropped by some 20 percentage points: many parents with
very young children receive the childcare benefit payment for the full
30 months. At the same time, there is a very small increase (2 percentage
points) in employment rates three to 18 months after childbirth, which is
related to increased earnings disregards which facilitates part-time (small
hours) employment without losing entitlement to childcare benefit.

Recent French policy reform also intends to give more choice to parents
through home-care payments. In 1994, eligibility for the prolonged parental
leave payment (APE) was extended to families with two children (prior to
that only families with three children had access). This reform led to a
significant reduction in the employment rate of mothers in the age group 20-
49 with two children: from 70% in 1994 to 55% in 1997. Over the same period,
employment rates for mothers with one or three children did not change
(DREES, 2005). Prior to 1 January 2004, the Allocation parentale d’éducation (APE)
provided income-tested income support for parents who themselves cared
on a full-time basis for their child not yet three years of age. Almost 37% of
children not yet three years of age were cared for by a parent on a full-time
basis, of whom two-thirds of parents were in receipt of APE (Thibault et al.,
2004). Since then, the Prestation d’accueil pour jeune enfant (PAJE) scheme has
superseded various supports for families with very young children. PAJE
consists of a birth grant, an income-tested allowance that covers about 90%
of families with children under three, and a “free choice” (Complément de libre
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choix d’activité, CLCA) supplement that can be received when using registered
childminders, home-care services or when parents care for their child on a
full-time basis (the CLCA is only available to parents of first-born children for
six months). Over the 2004-06 period; the CLCA replaced the APE, and in 2005
these two programmes covered about 25% of all children in France (Berger
et al., 2006).

On 1January 2007, Germany replaced its means-tested long-leave
programme by a year-long earnings-related parental-leave scheme, a roughly
revenue-neutral reform. Initial estimates suggest that during the second year
of a child’s life maternal working hours will increase by 12% and the maternal
participation rate will rise three percentage points to 39%. Research has
suggested that the likely effect of leave reform will be relatively large
compared to alternative policies, such as increased individualisation of the
tax system or the reduction of childcare fees (Spiess and Wrohlich, 2006).

5.2.3. Gender equity objectives

Employment patterns of fathers are hardly affected by the presence of
children in households. If anything, fathers increase hours of work when they
have children. In most couple families, earnings of the father exceed those of
the (often younger) mother, so if the objective of a family is to minimise the
financial consequences of having a child, it makes more sense when the
mother rather than the father takes time off to provide personal care for
children.

This divergence in parental employment patterns results in gender
inequality. In many countries, policy makers are hesitant to interfere too
obviously in household decisions about the distribution of labour supply in
couple families. However, parental-leave policies provide policy makers with
an option to pursue gender equity objectives, although in most countries
policy shies away from trying to break firmly embedded gender-specific
patterns of care provision. At issue are not just gender-equity objectives per se,
but also a growing realisation in countries with low fertility rates and
emerging labour supply concerns, that mothers need support with caring
tasks from their partners in order to be able to both participate in the labour
market and have children.

In general, maternity and paternity leaves are individual entitlements.
Other than in Portugal (OECD, 2004) and Poland (but with limited coverage,
Table 5.A1.3), maternity-leave entitlements cannot be transferred to fathers
even partially, and of course the few days of paternity leave that most
countries offer cannot be transferred to mothers. The entitlement to parental
leave is individually based, but the entitlement to paid leave often is not:
fathers and mothers cannot take leave at the same time and both receive
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income support. The different reasons why fathers do not take more leave
include: the wage loss resulting from taking leave (which is higher if the father
takes leave than if the mother does because leave payments are less than
100% of previous earnings and, as noted above, men generally earn more than
their female partners); concerns about career patterns and earnings profiles
(employers are reported to regard fathers taking parental leave as signalling a
lack of commitment to their jobs); no desire to provide personal care on short-
or long-term basis; and, gendered views on appropriate roles in providing care.

The majority of men in the EU are aware that they have a right to parental
leave but they do not take it up (EFILWC, 2004). Of the 2 819 current or
prospective fathers polled across the EU15 in 2003, 75%, or 2 108 respondents,
knew of this entitlement. However, 84% of those 2 108 said they had not taken
parental leave or were not intending to do so. The main factors deterring
fathers from staying at home to look after a new baby or a small child are
financial, lack of information and concerns about their careers. Eighteen per
cent of respondents said they had not or would not take parental leave
because they could not afford to, and another 42% said insufficient financial
compensation was the main factor that discouraged them from taking
parental leave. Thirty-one per cent said they felt their careers would be
affected and just over 20% of respondents said they did not want to interrupt
their careers. Although the EU directive on parental leave was passed in 1996,
34% said they did not have enough information about parental leave, and
almost 20% regarded parental leave as being more for women. One in ten of
the respondents said they would not take up leave as they feared that they
“they would be stuck at home and have less social life”.

Factors that would encourage men to take up the right to parental leave
include more financial compensation (38%), better guarantees in respect of
their job or career during or after the period of parental leave (30%) and better
information (27%). A more open mind towards parental leave from superiors
and colleagues would also help (23%), as would the possibility of splitting the
leave or taking leave on a part-time basis (18%). The average figures for the
EU15 conceal wide variations between member states and between socio-
demographic groups. Thirty-four per cent of Swedes, 10% of Danes and 9% of
Finns said they had taken or were considering taking parental leave for all or
several of their children, compared to 1% or less in Luxembourg, Germany,
Spain, Ireland, Austria and Portugal. Concerns about financial compensation
rose in line with educational attainment: Thirty-eight per cent of those who
left school at 15 or younger cited this reason compared to almost half of those
who had studied up to the age of 20 or older.

In order to stimulate more fathers to take leave policy reforms in Nordic
countries and Portugal have introduced measures that reserve parts of the
paid leave entitlement for the exclusive use of the father. These so-called
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“father quotas” are available on a “use-it-or-lose-it” basis and cannot be
transferred to the mother.” Fathers in Portugal, for example, can now take
leave for 20 days while legal provisions also allow transferral of paid
maternity-leave entitlements six weeks after childbirth. The emphasis in
Portuguese policy on gender equity appears to have had some effect. The paid
father quota in leave entitlement was introduced in 2000 and about 30 to 40%
of eligible fathers used it in 2003.

Paternity leave take-up rates have reached 58% in Denmark (100% in the
public sector where the scheme is fully paid), 64% in Sweden and 80% in
Norway. In addition, in some of the Nordic countries, substantial proportions
of fathers are now taking up at least part of the parental leave that is reserved
for them. Recent take-up rates of childcare leave by fathers were almost 80%
for Norway and 36% for Sweden (EFILWC, 2004). However, the amount of leave
taken is relatively limited, in 2003 the fathers’ share of total parental leave
days was 17% (up from 11% in 1994). It seems that while the introduction of
“father quota” in paid-leave schemes has increased take-up of parental leave
among fathers, this does not reflect a fundamental behavioural change, as
mothers almost exclusively take long periods of leave; fathers generally take a
few weeks around summer and Christmas holidays.

Paternal behaviour is not the only issue. Mothers’ attitudes are important
too, and they may be lukewarm about sharing their leave entitlement with
their partner. For example, in New Zealand, only 1% of eligible mothers
transferred their parental leave entitlement to the father of the child at some
point during leave. Available evidence for the Netherlands and Sweden
suggests there is a positive correlation between sharing of leave or taking
leave on a part-time basis by both partners, and levels of educational
attainment and employment in the public sector.

A more equal distribution of care (and work) commitments among
partners in couples families during the early months of a child’s life could be
generated by a fully individualised leave system which equally shares leave
entitlements among partners. Such a system does not yet exist in the OECD
area, but Iceland’s system goes furthest entitling each parent to three months
paid leave, and a further three months to be shared among parents (Box 5.4).
As a result, fathers now use about one-third of the available parental leave
days; much higher than elsewhere in the OECD.
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Box 5.4. Promoting gender equity and a more equal sharing
of parental leave in Iceland

In OECD countries entitlements to unpaid employment-protected leave are
individual, whereas entitlements to paid leave (which strongly influences the
effective duration of leave) are family-based, and often it is the mother who
uses large chunks, if not the whole of the paid-leave entitlement. Since
reform introduced on 1 January 2001 each parent has the right to a non-
transferable three-month leave period and a shared three-month period until
the child turns 18 months old. Eligible working parents in Iceland receive
uncapped leave related benefits equivalent to 80% of average earnings and
non-working parents receive a guaranteed minimum payment ranging from
18% to 40% of average earnings. Public spending on leave benefits was
estimated to be around 0.75% of GDP in 2003 (OECD, 2003b).

In 2000, the share of parental leave days used by fathers in Iceland was only
3.3%, the lowest among Nordic countries (Valdimarsdoéttir, 2006), but reform
has increased uptake dramatically. In 2001, fathers took fathers take an
average of 39 days leave or 17% of the total leave days used, while in 2004
fathers used 96 days leave on average or 35% of all leave days used
(Einarsdottir and Pétursdottir, 2004; Gislason, 2007; and www.faedingarorlof.is).

5.3. Conclusions

There is a wide array of parental leave arrangements across the OECD
area. If there is something like a common trend, it is that in many countries
the combined duration of maternity and parental leave is about one year,
while policy in about a quarter of OECD countries provides supports for a
three-year full-time parental care.

The different policy objectives that underlie public leave policies often
reinforce each other, but there can also be some tension between them.
Parental leave can promote labour supply, but if it is too short or too long,
parents, in practice mothers, are less likely to return to work for their previous
employer. From a narrow labour market perspective, the optimal period of
leave seems to be around four to six months. In terms of child development,
the available evidence seems to suggest that child development is negatively
affected when an infant does not receive full-time personal parental care for
the first six months of a child’s life. Cognitive development of a child benefits
from participation in good-quality formal care (and interaction with its peers)
from approximately age two, with the evidence being ambiguous regarding
the intermediary period. If both parents were to take their individual leave
entitlements consecutively (or take their leaves simultaneously on a part-time
basis, as, for example, is allowed in the Netherlands), this would go some way
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towards covering this period. However, while entitlement to employment-
protected leave is individual, entitlements to paid leave (which strongly
influences the effective duration of leave) are family-based, and, frequently
mothers, rather than fathers, use the paid leave entitlement.

The use of long leaves by mothers, however, can permanently damage
their ability to achieve their labour market potential, affect personal well-
being, increase the financial consequences of relationship instability, and
limits future earnings and family income. In order to reduce the penalty on
women for taking leave, policies in different OECD countries (for example,
Austria, Portugal and Scandinavia) try to get more fathers to take parental
leave for longer by reserving some (more or less generously) paid weeks of
leave exclusively for their use. These policies have had some limited success
in increasing take-up of leave by fathers, but this does not reflect a
fundamental behavioural change, as mothers almost exclusively take long
periods of leave. Paternal attitudes are not the only issue, as mothers
frequently seem reluctant to give up leave to their partner’s benefit. One way
forward would be to increase the importance of individual entitlements to
paid leave. A fully individualised paid parental-leave system does not yet exist
in OECD countries, but Icelandic arrangements are closest with three months
each for fathers and mothers, with an additional three-month entitlement to
be shared among parents in line with their choice. In all other OECD countries,
the policy debate about a more equal sharing of the care burden during the
early months has yet to start in earnest.

Finally, maternity, paternity and parental leaves (and in some countries
home-care benefits) are most valuable to parents as part of an overall policy
support system supporting the reconciliation of work and family life. All too
often, however, policy does not provide a continuum of supports (see previous
chapter), in which case decisions concerning a few months early in a child’s
life, though very important, do not change much the overall work and family
balance that parents face throughout the child-raising years. For example,
recent reform of parental leave in Germany may affect the timing of labour
supply decisions, and earnings profiles. However, as parental leave policy is
not integrated with formal childcare policy, it is unlikely that parental leave
reform on its own will address concerns about the reconciliation of work and
family life and fertility rates in Germany.

Notes

1. New Zealand introduced paid parental leave was in 2002 in New Zealand and
Switzerland introduced paid maternity leave in 2005.

2. Health and safety measures generally protect pregnant workers from working
long and/or non-standard hours, or allow them to take time off for pregnancy-
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related reasons. For example, in Portugal pregnant workers and mothers with
infants are exempted from working at night for 112 days, and can attend medical
appointments during pregnancy when necessary. In New Zealand, legislation
provides for ten days of special leave for pregnant workers to attend medical
appointments, pregnancy classes, etc.

3. In other words, ten months of leave paid at 50% of previous earnings are
considered equivalent to five months leave paid at 100%.

4. In 2002, the Austrian system of paid parental leave was reformed into two separate
schemes: i) a largely unchanged employment-protected parental leave covering
employees with a sufficient work record; and, ii) a childcare benefit covering all
parents who are entitled to family allowance and whose annual (individual) income
is below a specified amount (around two-thirds of average earnings).

5. It is sometimes suggested that increases in public income support during parental
leave may also increase paternal leave take-up. However, this would be a very
expensive way of trying to achieve gender equity objectives which may well prove
to be counterproductive, as increased income support may well lead to a further
increase of the effective duration of leave taken by mothers via an income effect.
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ANNEX 5.A1

Key Characteristics of Parental Leave Support

This annex present summary information on maternity or pregnancy
leave (Table 5.A1.1), maternity allowances or grants (Table 5.A1.2), paternity
leave (Table 5.A1.3), and parental leave (Table 5.A1.4). Information included in
one table is not included again in another table. For example, leave recorded
as paternity leave is not included again in the Table on parental leave.

In general, leave benefits and other income support for families with very
young children, as arranged by local governments (for example, in the
Canadian province of Québec (Roy and Bernier, 2007), certain Linder in
Germany (Adema et al., 2003), or some municipalities in Finland (OECD, 2005a)
are not included in this annex (except for payments in the State of California
in Table 5.A1.1).

Information on employer-provided top-up payments (over and above the
statutory minimum) for those on maternity, paternity or parental leave is also
not included in this annex.

Table 5.A1.4 includes income payments for families with young children
(30 months) in Austria as these payments used to be tied to the period of
employment-protected leave. Home-care payments in Norway and Finland
(usually also paid to parents with children up to 26 months of age) and which
are related to the use of public childcare facilities are not included in
Table 5.A1.4.
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Table 5.A1.1. Employment-protected statutory maternity leave arrangements,’ 2005-06

Country Maximum duration (weeks) Eligibility criteria for payments Paid  Payment Financing
Austria 16 (can be 20 for medical reasons) No qualifying conditions Yes 100% State/S|
Belgium 15 (17 multiple births) All insured women Yes 30 days: 82% after: 75% Sl
Canada 15 (varies across provinces) 600 contributable hours in the year pre-leave period Yes 55% of average insured earnings with a maximum of S|

CAD 413 per week
Czech Republic 28 (37 multiple births) All women residents Yes 69% (up to EUR 25 daily)
Denmark 18 Six weeks of residence Yes 100% up to (DKR 3 115 p/w) Employer
Finland 105 days = around 17.5 weeks All parents are eligible Yes 100-60% (four) Decreases with earnings; daily minimum Sl

EUR 11.45
France 1st/2nd child: 16; 3rd: 26 (+3 multiple births) Ten months insurance contributions Yes 100% up to maximum (EUR 2 432 p/m) S|
Germany 14 (18 multiple births) All insured women Yes 100% Sl (< ERU 13)

+ employer

Greece 17 200 days work in last two years Yes 100% (max. EUR 42 p/d) Sl/employer
Hungary 24 All insured women Yes Pre-natal (min. 4 weeks): 70%, next: allowance Sl
Iceland 13 > 6 months in workforce Yes 80% S|
Ireland 26 39 ins. contributions paid in the 12 months pre-leave 18 weeks  70% with minimum and maximum State
Italy 21 (5 months) All women residents Yes 80% Sl
Japan 14 (22 for multiple births) Currently in covered employment Yes 60% (66% as of April 2007) Health insurance
Korea 13 (90 days)) All employed women Yes 100%
Luxembourg 16 (20 if multiple birth) All insured women Yes 100% (with minimum and maximum payments) Sl
Netherlands 16 All insured women Yes 100% up to maximum S|
Mexico 12 Currently in covered employment Yes 100% Sl
New Zealand 12 Currently in covered employment Yes 50% State
Norway 9 weeks (embedded in parental leave, see below) 6 out of preceding 10 months in work (either parent) Yes Varies if period is 42 weeks: pay is 100%; for 52 weeks pay is State

80%, max EUR 590
Poland First child: 16; second child or more: 18; multiple births: 24  No qualifying conditions Yes 100% Sl/employer
Portugal 17 6 months insurance contributions Yes 100% with a minimum State
Slovak Republic 28 (37 if multiple birth) All women residents Yes 55% net wage up to a low maximum (SKK 350 p/d Sl

— SKK 7 500 p/m)
Spain 16 (18 if three or more) 180 days ins contributions paid in last five years Yes 100% State
Sweden Seven weeks pregnancy leave + 60 days allocation of All parents are eligible Yes 80% (min. EUR 19 p/d) State

parental leave
Switzerland 16 Currently in covered employment Yes 100% Employer
Turkey 12 All insured women Yes 66%
United Kingdom 52 Employment for a continuous period of 26 weeks ending 26 weeks  First 6 weeks: 90% then final 20 weeks: EUR 154 p/w or 90% Employer (refunded
15 weeks before the expected week of childbirth average weekly earnings if lower + 26 weeks unpaid for at least 92%)

United States, 12 weeks In employment for 12 months and at least 1 250 hours No See family leave provision in Table 5.A1.4 State
California 6 weeks Covered by Temporary Disability Insurance Yes 60% (max USD 728 p/w)

SI: social, health or unemployment insurance. SSC: A certain amount of social security contributions must have been paid for the claimant; WT: working time has to be over a lower limit.
1. Private sector employees. In many countries, civil servants have access to more generous entitlements. Self-employed often have less favourable statutory schemes.

Source: OECD Family database, December 2006 (www.oecd.org/els/social/family).
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Table 5.A1.2. Maternity allowance! and maternity grants? in place of, or in supplement to, statutory maternity pay, 2005-06

Allowance’ Grant?
Allowance Eligibility Details Grant  Eligibility Details
Australia No Birth grant USD 3 040 (conditions apply
re. vaccinations
Austria Yes Women not covered by statutory maternity 1) EUR 23 p/d for 16 weeks leave in order No
1) Self-employed in agriculture, trade and industry to hire a substitute
2) Others (part-time, contract workers) 2) EUR 6.91 p/d for 16 weeks
Belgium Yes Self-employed maternity leave EUR 889 p/m for three months Yes Birth grant EUR 945 for first child
EUR 711 for subsequent children
Finland No - - Yes All residents (pregnancy over 154 days) ~ Choice between a generous maternity
pack or lump sum payment (EUR 140)
France Yes, Means-tested During nine months from the 5th month No, New scheme in 2004, means-tested, EUR 840 once at birth
No in 2004 (around 80% of families are eligible) of pregnancy; EUR 168 p/m Yes in 2004 such as to include 90% of families
Germany Yes To women not entitled to statutory maternity EUR 210 p/m Yes “Entbindungsgeld” for mothers in
allowance statutory maternity leave
Greece Yes Not entitled to social insurance EUR 500 in two parts (half for a period of Yes Insured mothers having worked 30 days minimum wage (but amounts
Means-tested state aid 42 days before birth, half for the 42 days after at least 50 days in the year before birth  vary highly in other social security
birth) regimes)
Hungary No Yes
Italy Yes No employment records and not entitled EUR 283 p/m during 5 months for each child Yes To unemployed and atypical workers EUR 1 747 per child, paid by health
to statutory maternity leave, means-tested born oradopted (EUR 1419 in total); paid not entitled to statutory maternity leave  insurance
at household level by state through municipality (also to a certain extent to those entitled)
Luxembourg Yes Not entitled to insured maternity benefit Allowance paid for 16 weeks, non-cumulative Yes Mother and child have medical EUR 1 740 divided into three:
with similar benefits (EUR 185 p/w) examination EUR 512 lump sums: prenatal, birth
and postnatal (child’s 2nd birthday)
Norway No - Yes Womgn not entitled to statutory parental NOK 33 584 (around EUR 4 077)
leave’
Poland Yes Social assistance recipients Four first months of child’s life, minimum: Yes Social assistance recipients EUR 129 (one time childbirth benefit)
PLN 50 p/m (in the past: all mothers)
Slovakia Yes Women not entitled to paid statutory maternity Paid leave (lower amount) Yes For each child born Lump sum EUR 118
leave
Spain No - - Yes Birth of third or more children and
multiple births. Income-related child
benefit EUR 450
Sweden Yes Pregnancy leave 80% pay up to maximum (see tables No - -
on maternity and parental leave)
United Kingdom Yes Employed or self-employed for a certain period 26 weeks: 90% of average weekly earnings Yes Either partner getting income support, Lump sum payment: EUR 728; can claim

and not entitled to statutory maternity pay
or under min. earnings requirements

up to a max. of GBP 100 p/w

income based jobseeker’s allowance,
Child Tax Credit, Working Tax Credit

from 30th week of pregnancy until
3 months after

1. Maternity allowance: amount of money paid at interval for a certain period after a child is born.
2. Maternity grant: lump sump amount paid once at or around the childbirth.

3. In this situation parental leave for father is reduced to 29 weeks fully paid or to 39 weeks paid 80%.

Source: OECD Family database, December 2006 (www.oecd.org/els/social/family).
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Table 5.A1.3. Statutory paternity leave arrangements,' 2005-06

Statutory CriteriaZ No of days Wth’)EIirledpf:r?o d Level of payment Job guarantee
Austria No statutory paternity arrangements (but collective agreements generally providing for one or two days)
Belgium Statutory EMP Ten days to be taken with 30 days after birth (or adoption) Yes Three days: 100% (employer); next: 82% up to max. Yes
(health insurance)
Denmark Statutory EMP Two weeks to be taken within 14 weeks after birth Yes 90% up to maximum Yes
Finland Statutory EMP 18 week days; extended up to 1-12 days conditional Yes 100-60% (same rules as maternity leave); may be Yes
on taking as many days parental leave fragmented (day)
France Statutory EMP Two weeks (three weeks if multiple births) Yes Three first days: 100% (up to maximum afterwards) Yes
Greece Statutory EMP Three days Yes 100% Yes
Hungary Statutory EMP Five days Yes 100% Yes
Ireland No statutory paternity arrangements (but three paid days leave are used to be granted by employers at birth)
Italy Limited cases EMP + only if lone father or if mother  Total leave or the part which mother is ill for Yes 80% by health insurance; also in case of adoption Yes
ill. Income related
Luxembourg Statutory EMP Two days at child’s birth Yes 100% (employer) Yes
Netherlands Statutory EMP Two days (within a month after birth) Yes 100% Yes
Norway No specific EMP/QP for both parents. Four week  Minimum: four weeks father's quota reserved to father (out Yes — 100% if both parents take up to 42 weeks (up to Yes
paternity leave. father’s quota depends on mother's  of 52 weeks parental leave) (+ two WEEk§ unpaid leave after maximum NOK 341 000) (28 weeks if mother not
Statutory employment prior to birth. No birth), Maximum paid Ieave =43 weeks® (33 weeks 100% employed)
parental leave father's quota if mother has worked pay).” If the mother not in employment, the father is — 80% if 52 weeks (38 if mother not employed)
provision less than 50% full-time allowed only 38 weeks (28 weeks 100% pay) — reduced compensation of father quota if mother
between 50 and 75% FT-work
Poland Limited cases EMP; part of maternity leave over  First child: two weeks maximum (16-14). Two and more: Yes 100% Yes
14 weeks may be used by father  four weeks maximum (18-14)
Portugal Statutory EMP Five days in first month after birth Yes 100% Yes
Spain Statutory EMP Two days (+ two days if another town) (ten weeks maternity Yes 100% (employer) Yes
leave may be transferred to the father if both parents fulfil
conditions)
Sweden Statutory EMP Ten days after the child’s birth to be used during the first Yes 80% up to maximum Yes
60 days and simultaneously with the mother
United Kingdom  Statutory EMP/QP (26 weeks) Two weeks to be taken by blocks of one week within eight Yes GBP 100 p/w or 90% of earnings if this is less Yes

weeks of birth

BN e

Source OECD Family database, December 2006 (www.oecd.org/els/social/family).

Details on paternity leave provision are for private sector employees. Self-employed are often excluded from paternity leave provision.
EMP: has to be working/employed to be eligible. QP: qualifying period: employed have to be in work for a certain amount of time within a certain reference period to be eligible.
52 weeks parental leave of which nine reserved to the mother (four are reserved to the mother and the rest may be shared).
42 weeks parental 100% paid leave of which nine reserved to the mother.
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g Table 5.A1.4. Statutory parental leave arrangements, 2005-06
w
51
> . i Paid father
% Statutory type Duration Age limit Payment Other quota
S|
8 Australia Parental leave 52 weeks 1 - -
r% Austria Parental leave Two years taken each by parents by periods Two years, can  Separate benefit of EUR 14.53 p/d Part-time work possible; independent right for father
® of 3 months (except 1 month taken together). postpone for a period > than the parental leave: to a minimum of 3 continuous months. Priority to the mother for
z Two years also if simultaneous part-time. 3 months up 30 months (36 if parents take leave  the remaining rights; 6 months leave for adoptive parents (child’s
8 Four years if lone parent PT to 7yearsold  alternatively) age limit is 30 months if adopted between 18
Z or both parents work part-time alternatively Earnings disregard of EUR 14 600 p/y and 24 months, 7 years if adopted after 2)
2 Belgium Parental leave Three months per parent per child Four; eight if Separate flat rate leave benefit not FT leave may be taken in three blocks of one month; 80%
Z (6 months if half time work) child is disabled specific to parental leave: EUR 537  part-time work may be split in blocks of at least 3 months
2 (15 months if 80% part-time work) p/m (FT leave); EUR 268 p/t
Is} Canada Parental 35 weeks 55% of APW (max CAD 330 p/w)
= Czech Republic  Parental 156 weeks Three 10% of APW (or EUR 121 p/m)
E Denmark Parental leave 32 weeks per child to be shared (in Nine Total of 32 weeks 90 % up Possibility to work part-time with reduced payment accordingly
= continuation of maternity, paternity or even to maximum (DKR 3 115 p/w)
S other’s parent parental leave) + individual to be shared
g right of eight unpaid weeks (can spread
> 32 weeks payment over total 40 weeks leave)
5 Finland 1. Parental leave 1. 158 days (approx 26 weeks) after mat. 1. Under 1 1. Around 60% (same rules as 1. Extended in case of multiple births by 60 days per additional child; No, but there
t Leave, shared among parents) maternity allowance) part-time possible for both parents; also for adoptive parents is a paternity
‘G 2. Homecare leave 2. Up to 3rd birthday of younger child; taken 2. 3 years old 2. Basic allowance: EUR 252.3 p/m leave bonus
w (child not after paid parental leave for first child + subsequent if father takes
E in municipal EUR 84.1 p/m (if under 3 years) part of leave
> childcare) or EUR 50.5 p/m (if over 3 years);
g possible supplements
& 3. part-time 3. Right to PT work to care for child > second 3. 8 years 3. Allowance of EUR 70 p/m 3. Salary is reduced proportionally
iR school year
§ France 1. Parental leave 1. 3 years per parent per child (1 year 1. Three 1. Separate benefit per household: if 1. EUR 521 p/m
$ renewable twice); 1 year if adoption two+ children, and worked certain
o numbers of years
é 2. Part-time 2. Right to part-time 2. None 2. Cannot be refused by employer unless strong reasons
9 Germany Parental leave 3 years per parent per child; the 2 first years Three Separate benefit during first 2 years  Lone parent working up to of 30 hours maximum is entitled parental
0 of the child, and the 3rd year before the child (means tested and income related)  leave
S is 8. Couple parents working part-time Max: EUR 300 per child and month  Also for adoptive parents
S (15-30 hours) can take leave simultaneously during first 24 months or
N EUR 450 during 12 first months
Greece Parental leave 3.5 months per parent 35 Unpaid Part-time only upon employer’s approval.; also for adoptive parents
Hungary Parental leave Up to a child’s 2nd birthday Two 70% of previous salary (up to a ceiling
(GYED) of 70% of double the minimum wage)
Iceland Parental 13 weeks per parent, non transferable 80% 13 weeks
Ireland Parental leave 14 weeks per parent (in one block unless Five Unpaid Also in case of adoption. No part-time

employer’s agreement)

Source: OECD Family database, December 2006 (wwuw.oecd.org/els/social/family).
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Table 5.A1.4. Statutory parental leave arrangements, 2005-06 (cont.)

. Paid father
Statutory type Duration Payment Other quota
Italy Parental leave 11 months per child to be shared: 6 months  Eight (six Child under 3: 30% for 6 months Also for adoption
max. for the mother and 6 for the father, maximum; 30% over 6 months only  Duration of paid leave up to 3 year for severely handicapped child
extended to 7 if the father claims at least if incomes below a maximum; Also 3 months 30% paid leave for self-employed during first child
3 months; 10 months for lone parent child aged 3-8: unpaid year
Korea Parental leave Nine months Flat rate of USD 500 p/m

Luxembourg Parental leave

Netherlands 1. Parental leave

2. PT work
Norway 1. Paid parental
(see also leave

maternity and

paternity leaves) 2. Additional
unpaid leave
3. Part-time
Poland Parental leave
Portugal 1. Parental leave

2. Special leave

3. Part-time
Slovak Republic Parental leave

Spain Parental; part-time

Sweden Parental leave
60 days for fathers

United Kingdom Parental leave

United States ~ Family leave

Six months per parent per child (12 months
if work under 50% full-time), to be taken after
mat. leave, and before 5th child’s birthday

for the other parent

. Three months per parent per child
(6 months if half part-time work);

-

1 parent at a time (mother has priority)

>

Right to change working time

. 42 or 52 paid weeks per child can
be shared (9: mother; 4: father).

—

N

or parent if not in employment).
. Cash benefit if day care is not used

Three years per parent

w

1. Three months per parent
(six months if part-time)

2. Two years (three years for three+ children,

four years if handicapped child)
3. One more child under 12

Up to child’s 3rd birthday; Individual right

to be taken after maternity leave

Three years per parent per child; reduction

daily work time of 30-50%

(480 days to be shared between the parents, Eight

60 days reserved each parent)

13 weeks per child (18 if disabled and both
working parents); max. 4 weeks per year

by blocks of at least 1 week
12 weeks unpaid for each parent

. One year per parent per child to be taken
after paid leave (2 years for lone parent

EUR 1 840 per month during
6 months if full-time; EUR 920 p/m
during 12 months if part-time

-

. Unpaid, except civil servant
(75%) or favourable collective
agreements

. Wage reduced accordingly

. 42 weeks 100% or 52 weeks
at 80% (max. limit is annual
income of NOK 341 000)

. Unpaid

=N

N

3. NOK 3 657 p/m

EUR 103 p/m; means-tested benefit
at household level for 3 years
at maximum

1. Unpaid
2. Unpaid

SKK'3 790 p/m; (SKK 1 200 if the
parent is working or on sick-pay)

Unpaid; no

First 390 days: 80%
(> max SEK 294 750 p/m.
Next 90 days: SEK 60 p/d

Unpaid

To be taken in 1 block
Part-time only on employer’s approval
2 supplementary full-time months if multiple birth

1. Flexibility: leave to be taken in blocks of at least 1 month; also
4 months adoption unpaid leave (for child up to 12)

2. Also right to increase working time

The sharable period (39 or 29 weeks) may be taken simultaneously Four weeks, if

by parents working part-time

To be taken in no more than four blocks

1. part-time possible
2. Possibility to work part-time

3. Also right to flexible hours
22 weeks leave for adoptive parents

Parental leave is fully flexible: may be divided in full days, half, 1/4,
1/8 (1 hour); same leave for adoptive parents

Adoptive parents have right to paid statutory maternity leave
and unpaid parental leave

Covers maternity, adoption, care for spouse, child, parents
with serious health condition

the mother
works at least
50% of FT
week

15 days

60 days for
fathers

Source: OECD Family database, December 2006 (wwuw.oecd.org/els/social/family).
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Chapter 6

Formal Child
and Out-of-School-Hours Care Support

This chapter discusses public childcare and early education
services as well as out-of-school-hours care. It describes past policy
trends and current drivers of public investment in childcare. The
chapter then provides an overview of formal public childcare and
early education supports, including funding mechanisms, and
discusses provision of early years’ services across OECD countries,
before different aspects of quality and out-of-school-hours care
services are considered. Before concluding, the chapter examines
parental childcare fees and whether work pays after taking into
account the cost of childcare.
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6. FORMAL CHILD AND OUT-OF-SCHOOL-HOURS CARE SUPPORT

6.1. Past policy trends and current policy objectives

Increased female labour market participation has generally preceded the
development of childcare services. In turn, the development of formal
childcare has allowed female employment to expand further, both in terms of
the number of female workers and the hours they engage in paid
employment. The Danish and Swedish experiences, countries which have
been frontrunners in the development of formal childcare and early education
systems, illustrate these patterns. In the late 1960s/early 1970s, employment
rates for prime-aged female workers were around 60-65%, while enrolment in
childcare for two-year olds was about 20% (OECD, 2002a and 2005a). Since the
early 1970s, formal childcare expanded rapidly, and by the mid-1990s, the
proportion for two-year olds participation in childcare has been in excess of
60% in both Denmark and Sweden, and prime-age female employment rates
have risen to around 75-80%, most of which is full time (OECD, 2002a
and 2005a).

In terms of female employment rates (Chapter 3) the current situation in
many OECD countries is not all that different from what it was in Denmark
and Sweden in the late 1960s/early 1970s. In many other countries female
employment has grown in recent years, is often of a part-time nature
(e.g. Australia, Switzerland and the United Kingdom) and/or has been
accomplished on the back of parents using a mix of formal and informal care
solutions provided by grandmothers and sisters (e.g. Ireland and the
Netherlands). However, with increased mobility, and as mothers and sisters
are increasingly in work themselves, this source of informal care is drying up,
which increases pressure for future investment in child- and out-of-school-
hours care.

Childcare systems differ greatly between countries, but a reasonable
summary is that in many OECD countries the proportion of three-to-six year-
old children using some type of non-parental childcare is high, while it is
relatively low for children under age three. This chapter considers policy
concerns in view of some immediate targets of childcare policy to increase
childcare capacity; equity (in access to public support) among parents; user
choice in service and provider; and quality of service. Realising these
intermediate goals would contribute to achieving the broader objectives of
childcare policy: to improve child welfare; to promote child development, to
raise gender equity and female labour supply; and, as part of a broader work/
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family reconciliation strategy which gives parents more realistic options to
combine work and care commitments, to sustain birth rates.

In many OECD countries public investment in childcare and early
education systems is increasing, with the highest expenditures in Denmark
and Sweden at around 1.5% of GDP. Moreover, many policy makers consider
this level as too high for an increase of female employment rates by
15 percentage points (and gains would be smaller when measured in full-time
equivalents). Then again, labour supply concerns and gender equity objectives
are not the only reasons for increasing public childcare support.

Indeed, changing female labour market behaviour may have triggered the
development of formal childcare system, but child development and education
concerns have become an integral part of policy formulation in, for example,
Nordic countries and New Zealand, where policy increasingly stresses the
pedagogic role of pre-school care. Participation in good-quality childcare (from
12-18 months) onwards is seen as beneficial to the child, and in some countries,
e.g. Sweden, pre-school education (as childcare is known in that country) is an
integral part of the education system with its own curriculum and is expressly
considered as the first step in the life-long learning process. In other countries,
day-care services for younger children are supervised by ministries responsible
for social policy. That is not to say that there is always a clear dichotomy
between care and education: “care” for young children involves “education” and
“education” for young children involves “providing care”, although the balance
between the two may alter with age.

As with parental leave arrangements discussed in the previous chapter,
in Nordic countries (and policy in the Canadian province of Québec has similar
aspirations, see for example, Roy and Bernier, 2007) childcare systems are seen
as an integral part of a universal welfare policy with comprehensive support
so that individuals can both pursue labour market aspirations and be a parent
and have as many children as they desire (Batljan, 2001).

In the United Kingdom, the high political priority given to reducing child
poverty since 1997 has triggered the development of a more extensive
childcare policy. Substantial childcare subsidies to reduce barriers to paid
work are the complements to a more extensive use of income-tested child
benefits (Chapter 4). Child development concerns led to the development of a
free part-time (2.5 hours per day) early education offer for three- and four-
year-olds; the “free early education offer” reduces the overall cost of childcare
to parents (which nevertheless remains relatively high in the United Kingdom,
see below). To support working parents, UK policy is also developing an access
guarantee for child- and out-of-school hours care from 8 a.m. to 6 p.m. for
parents who wish to use it.
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6.1.1. Beyond childcare and early education

UK policy development also illustrates another general trend across
OECD countries - the development of services aiming to promote child
development in disadvantaged areas or among disadvantaged groups. Such
policies are beyond the scope of this report, but as most such policies have a
childcare element, their broad outlines are summarised here.

The Sure Start Children’s Centre programme has involved the development of
integrated family support services, initially targeted at the most disadvantaged
areas (Box 6.1). New Zealand has also started to pilot various initiatives providing
“early intervention support” to vulnerable and disadvantaged families. The
initiatives include intensive home-based family service delivery (Family Start),

Box 6.1. A more holistic approach to family support -
Sure Start and Children’s Centres in England

A centrepiece of UK anti-poverty policy is the Sure Start policy which through
its Children’s Centres programme offers integrated day care and early learning,
health, family and parenting support, initially in the most disadvantaged areas.
The aim is to establish 3 500 Children’s Centres across England by 2010 (Scotland
has a different set-up of support programmes overseen by the Scottish
Executive). The policy objectives underlying Sure Start are threefold: i) increase
the availability and sustainability of affordable childcare places for children,
especially those who are disadvantaged, ii) provide integrated services for
health, education and emotional development of young children; and iii) provide
services to parents to support them as parents and to help them become job-
ready. To co-ordinate all early childhood-related policies and programmes in
England a Sure Start Unit has been created in central government which is
accountable to both the Department for Education and Skills and the
Department for Work and Pensions.

Sure Start local programmes were set up in 1998 with the initial objective
being 250 local (community-level) programmes in disadvantaged areas, but
in 2003 there were 524 programmes in the most disadvantaged communities
across England delivering services to families to about 400 000 children and
their families (i.e. about 16% of all children under four in England and one-
third of all children living in poverty). In October 2006, the 1 000th Children’s
Centre was opened extending coverage to about 800 000 children in England.
There are projected to be 2 500 such centres by 2008, to be increased to 3 500
by 2010. By 2007-08 public spending on the Sure Starts Children’s Centre
initiative will be close to USD 3.5 billion, up from USD 600 million in 2003-04.

BABIES AND BOSSES: RECONCILING WORK AND FAMILY LIFE - ISBN 978-92-64-03244-6 - © OECD 2007



6. FORMAL CHILD AND OUT-OF-SCHOOL-HOURS CARE SUPPORT

Box 6.1. A more holistic approach to family support -
Sure Start and Children’s Centres in England (cont.)

Local Sure Start programmes and Children’s Centres deliver holistic family
support services for children and families from pregnancy through to starting
school. Programmes can involve a wide range of services, including day-care
services, but also, for example, ante-natal support, advice to parents-to-be and
general parenting and family support. In deprived areas, family workers often
have to deal with debt-related issues, depression, stress and abuse issues.
Family workers have to deal with a generation of children who were not
stimulated at school and whose parents do not provide a role model of work
and/or strong work ethos. Through early intervention, the Sure Start and
Children’s Centre initiative aims to build up confidence among children and
parents, stimulate people to make their own decisions, break the pattern of
intergenerational welfare dependency, and help prevent disadvantage later in
life. In a preliminary evaluation of Sure Start Local Programmes (SSLP), Belsky
et al. (2006), evidence on a positive effect on child well-being was mixed, and it
was found that while more families benefited than not, programmes seemed
to benefit relatively less socially deprived parents, but seemed to have an
adverse effect on the most disadvantaged children. (The study suffers from
sample-selection bias as it compares results for children in Sure Start areas
(which were selected because of their disadvantage) with areas that were
better off). This finding underlies the importance of getting the most
disadvantaged (including teenage mothers) to participate in programmes.
Indeed, Belsky et al. (2006), also find that programmes led by health services
(with an existing network of health visitors) are more effective in serving the
most disadvantaged that programmes led by other agencies.

free care and education services for 20 hours per week for about 1 750 children
enrolled, and a pilot parenting support provided through early childhood
education centres.

Over the years US policy has developed a range of investment
programmes targeted to reduce child poverty and disadvantage. Among
programmes targeted at young children, the most important is Head Start, a
pre-school programme for disadvantaged children that serves over
800 000 children in predominantly part-day programmes, at a budgetary cost
of over USD 5 billion. Currie (2001) found that “[...] the short- and medium-
term benefits (e.g. improving health and nutrition, preventing special
education and grade repetition) could easily offset 40 to 60% of the costs of
large-scale, publicly funded early intervention programmes such as Head
Start”, and that “even relatively small long-term benefits (e.g. improving
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schooling and wages, reducing crime and teen pregnancy) of such
programmes may be sufficient to offset the costs of public investment”.
Ludwig and Phillips (2007) also suggest that Head Start generates long-term
benefits and passes a cost-benefit test.

6.2. Diversity in childcare and early years services

Across the OECD, there is a wide variety in the type of childcare services
provided, especially those provided to very young children (Table 6.1). For very
young children up to the age of three, there is a multitude of childcare
services. Such services can range from centre-based day-care services, to
centre-based playgroups or other part-time services (for examples “haltes
garderies” in France), to family day-care services in the home environment of
the provider or by childminders at the home of the child. For example, in
France in 2002, 17% of children aged zero to three use family-day care
arrangements, 9% attend créches and 1% of children are regularly cared for by
carer in their own home (Blanpain, 2005).

In most countries kindergarten or similar pre-school services exist for
children age three and older, and in some countries such services are part of
the primary education system (for example, Ireland and the Netherlands).
However, this type of pre-school education involves attendance for about
three to five hours per day for five days per week, so that in the absence of
comprehensive out-of-school-hours care services in many countries,
participation in these early education services does notin itself enable parents
to hold down a full-time job. It is difficult to generalise from the surveys on the
use of different childcare sources reported by parents, but as the different
Babies and Bosses reviews have shown, parents often have to juggle use of
subsidised kindergarten, formal and informal care services to find a mix (and
duration) of services that best suits their needs.?

Given its very nature, comprehensive information on the use of informal
care is not available, but some national surveys may serve to illustrate its
importance. In 2005, in the Netherlands, for about 20% of households with
children under four years of age unpaid childminding by relatives, neighbours
and friends was the most important form of childcare, while for about 30% of
households with children formal care arrangements were the most important
source of childcare (Riele, 2006). In Ireland in 2005, one-tenth of families used
day-care centres while almost 12% of families with pre-school children relied
on unpaid relatives to provide childcare (CSO, 2006).

Because the cost of domestic services (including childminding services) is
relatively low in the United States, many US parents make use of the low-paid
(largely informal) childcare sector. More generally, the low cost of all domestic
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Table 6.1. Typology of childcare

Centre-based care ‘ Family day care ‘ Pre-school Compulsory school
Public’
Private?
Age 0 ‘ 1 ‘ 2 ‘ 3 4 ‘ 5 6 7
Australia Approved long day care, family day care and occasional care Reception/pre-school classes | Compulsory schooling
(Child Care Benefit is available for either 24 hours or 50 hours | (usually 15 h per week), with
care depending on the work status of the parents) primary school (full time,
frequently with out-of-school-
hours care)
Austria Tagesmutter (FDC) and Krippen (centre-based); | Kindergarten (part-time, 25 h); out of school | Compulsory schooling
part-time (25 h) care provision under development
Belgium Kinderdagverbliif (centre-based creches) Kleuterschool, part-time or full time, with out- | Compulsory schooling
and FDC; créche (centre-based) and gardiennes | of-school-hours care; école maternelle, part-
encadrées (FDC) time or full time, with out-of-school-hours care
Canada Centre-based and family day care Junior Kindergarten/ | Compulsory schooling
kindergarten | maternelles
Ontario in Québec
Czech Rep. Créche (centre-based care), FT Materska skola (state kindergarten) Compulsory schooling
Denmark Dagpleje (FDC) and Vuggestuer (créche) Bornehaver (kindergarten) full time (> 32 h) Compulsory
full time (> 32 h) schooling
Adlersintegrer (age-integrated facility) full time (> 32 h) Bornehaver
(>32h)
Finland Perhepaivahoito (FDC) and Paivakoti (municipal early development centres), full time (< 50 h) Esiopetus Compulsory
pre-school schooling
France Créche (centre-based care) and Assistant Ecole maternelle (pre-school) Compulsory schooling
maternelles (FDC), FT with out-of-school-hours care
Germany Krippen (centre-based créche) Kindergarten (pre-school) Compulsory schooling
Greece Vrefonipiaki stahmi (créche for children < 2.5 and nursery school for > 2.5) Compulsory schooling
Nipiagogeia (kindergarten)
Hungary Bolcsode (créches), full time (40 h) Ovoda (kindergarten) ‘ Compulsory schooling
Iceland Day-care centres and “day mothers”(FDC) Pre-school Compulsory schooling
Ireland Regulated FDC and nurseries (centre-based) Early Start and Infant school | Compulsory schooling
(pre-school), with primary
school
Pre-school playgroups
Italy Asili nidi (créches) part-time (20 h) and full Scuola dell'infanzia (pre-school) Compulsory schooling
time (< 50 h)
Japan Centre-based care Compulsory schooling
Family day care ‘ Kindergartens
Korea Childcare centres ‘ Compulsory schooling
Kindergartens
Hakwon (pre-school)
Luxembourg  Créche (centre-based care) and Tag Enseig t pré-scolaire (pre-school) Compulsory schooling
(FDC)
Mexico Educacion inicial (centre-based créche) Compulsory | Compulsory schooling
educacion
prescolar
(pre-school)
Netherlands | Gastouderopvang (FDC), Kinderopvang (childcare centres) and | Group 1, Compulsory schooling (Group 2 onwards)
playgroups with primary
school

1. Provision is largely publicly funded and managed (more than 50% of enrolments are in publicly operated facilities).
2. Provision is largely managed by private stakeholders (both for-profit and not-for-profit providers) and is publicly and

privately financed.
Source: OECD Family database (www.oecd.org/els/social/family)
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Table 6.1. Typology of childcare (cont.)

Centre-based care ‘ Family day care ‘ Pre-school Compulsory school
Public’
Private?
Age 0 ‘ 1 ‘ 2 ‘ 3 ‘ 4 5 6 ‘ 7
New Zealand  [Childcare centres, family-day care, playcentres and 7e Kohanga Reo | Compulsory schooling
Community-based
kindergarten (mainly 3-
and 4-year-old children)
Norway Barnehage, including rural familiebarnhager, full time (40 h) Compulsory schooling
Poland Nurseries Pre-school/nursery schools Compulsory
schooling
Portugal Creche familiare (FDC) and centre-based Jardims de infancia (pre-school) Compulsory schooling
creches
Slovakia Nursery schools Kindergarten Compulsory schooling
Spain Educacion pre-scolar (centre-based) Education infantile (pre-school), Compulsory schooling
with primary school
Sweden Forskola (pre-school) full time, 30 h, some Familiedaghem (FDC) particularly in rural areas Forskole-klass | Compulsory
(pre-school, | schooling
Switzerland Créche, Krippen, varies across cantons Pre-school, mandatory in some cantons Compulsory schooling
(centre-based)
Turkey Créche Ana Okullari (kindergartens) Compulsory schooling
United Nurseries, child minders and playgroups Playgroups Reception Compulsory schooling
Kingdom and nurseries, | class,
PT with primary
school
United States | Childcare centres and FDC Educational programmes, incl. private Compulsory schooling

kindergartens, Head Start (State kindergartens)

1. Provision is largely publicly funded and managed (more than 50% of enrolments are in publicly operated facilities).

2. Provision is largely managed by private stakeholders (both for-profit and not-for-profit providers) and is publicly and
privately financed.

Source: OECD Family database (www.oecd.org/els/social/family)

services helps to explain the high proportion of female US workers engaged in
paid work for over 40 hours per week (Chapter 7).

6.3. Public spending and participation in childcare
and pre-primary education

134

Public spending on childcare, including early education services, is
highest in Nordic countries and France, at around 1.4% of GDP (Chart 6.1).
Within the group of Nordic countries there is variation as income support
during home-care leave in Finland and Norway is available until the youngest
child is three years of age (Chapter 5), which obviously reduces overall public
outlays on formal childcare. Compared to spending on day-care services for
very young children, there is less variation across countries in spending on
early education services such as kindergarten (OECD, 2006¢). Although there
are differences, many countries across the OECD have a pre-primary
education service of two years duration, while public support for day-care
services varies from substantive (Nordic countries), to limited in Hungary,
Ireland, Korea, Mexico and Poland.
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Chart 6.1. Public spending on childcare is highest in the Nordic countries
and in France
Public spending on childcare including pre-primary education, 2003
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Source: OECD (2007a).

As a result of the system of comprehensive public financial support for
childcare, enrolment rates for very young children under three years of age are
around 40% or above in Finland3, Norway and Sweden. Enrolment rates are
even higher in Denmark and Iceland, the countries with relatively short
periods of paid leave. Participation in formal childcare in the United States for
young children is also high at around 40% (OECD, 2007g), of whom about 15%
are in means-tested assistance programmes (Gornick and Meyers, 2003); the
large majority of children are in private centres. On average across the OECD
countries for which data are available, 23% of zero- to three-year-olds use
formal childcare; in Austria, the Czech Republic, Italy, Greece, Germany,
Mexico and Poland, it was less than 10% in 2004 (Chart 6.2, Panel A).

With an average enrolment rate of 74% of three-six-years-olds, coverage
of kindergarten and other pre-primary early years services for three-six-year-
olds is generally high (Chart 6.2, Panel B). In about half of the OECD countries
more than 80% of three-six years participate in such early years services,
reaching almost 100% in Belgium, France, Italy and Spain. In Europe, the
concept of universal access for three-six-year-olds is broadly accepted, and
most countries offer all children at least two years of free, publicly funded
provision before they begin primary schooling; often access is a statutory
entitlement from age three onwards. In Mexico, states are legally obliged to
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Chart 6.2. For children aged three and over childcare participation rates

are generally high
Panel A: Average enrolment rate of children aged under three years of age in formal childcare (2004)
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Data for Canada, Germany and Poland concern 2001; data for France reflects 2002; data for Greece,
Iceland, Luxembourg, Mexico, Norway and the Slovak Republic concerns 2003; and data for Australia,
Denmark, Korea and the United States concerns 2005.

Panel B: Average enrolment rate of children aged three to five years of age in pre-school
educational programmes (2004)
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Countries are ranked in descending order of three to five year old enrolment rates.
Source: OECD Family database and OECD Education database.

provide pre-primary school/kindergarten services for children over three
years. Entitlements to half-day kindergarten exist for children from the age of
five years onwards in most states in the United States.

The cross-national differences in childcare participation rates do not,
however, fully reflect differences in the intensity of use across countries.
Comprehensive data on the number of hours children participate in childcare
and other early years services is not available, but information on “typical
practices” can be used to illustrate the significant cross-national differences.
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In Nordic countries, use of formal childcare often is on a full-time weekly
basis. For Sweden, for example, this means that children attend childcare (pre-
school) centres for about six hours per day. Early years centres in Nordic
countries are often open from about 7 a.m. to 5 p.m -long enough to permit
full-time work by the parents (weekly working hours in Nordic countries being
considerably shorter than in, for example, Japan (Chapter 7).

From age three, children in France generally participate in maternelles
which provide morning and afternoon sessions of education supervised by
certified teachers (with support from assistant teachers). Municipalities cater
for children at lunch-time, and they frequently run before and after-school-
hours services to help parents work full time. In all, maternelles provide care
and education for children of working parents (children in families with a
non-employed parent often do not have access to lunch-time services) on a
full-day full-week basis. The organisation of the services around the hours of
education are the (financial) responsibility of municipalities, and not all
municipalities provide this services (which is generally not used by children
living in families where one parent is not in paid work on a full-time basis).
Ruault and Daniel (2003) found that 21% of children attend out-of-school-hour
services in 2002.

Practice is rather different in most other OECD countries, where most
kindergarten are run on the basis of a limited number of hours per day (for
example, in Austria, Germany or New Zealand) or involve lunch breaks of 90 to
120 minutes (for example, Luxembourg and Switzerland). This is
understandable from a narrow child development perspective which considers
that cognitive development and peer interaction is beneficial to children from
age 2-3 (looking at the design of pre-school systems, see below, many countries
put the starting age at three in practice) for a few hours per day.

6.3.1. Priority groups

There are no clearcut rules across OECD countries on the definition and
treatment of priority groups regarding placements, waiting lists, and waiving
of fees. Many countries provide childcare places for child welfare purposes
when there are specific care, neglect or abuse concerns, and in these
situations childcare costs are frequently covered by the public if that is
considered appropriate.* Otherwise, many childcare centres serve their clients
on a “first-come, first-serve” basis, and give priority to whichever family has
been waiting longest for childcare, irrespective of employment status or
family composition. In some cases, for example, recent migrants but also
occasionally parents who need access to care if they are to be able to take up
employment, specific families may be placed at the head of the waiting list.
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Children of working mothers may have priority access to nurseries in the
city of Ziirich, while municipalities in Japan would typically grant priority
access to dual-earner couples and the longer the working hours of both parents,
the higher they are on the priority list. Dual-earner couples frequently have
priority access to all-day supervision services in pre-schools and schools as they
do in, for example, France and the Austrian capital Vienna.

In Japan, each local government determines the criteria and priority
listing for admission to licensed centres and children from sole-parent
families are always given priority. In other countries, including for example,
Australia, the Netherlands and Portugal, public childcare supports are made
available to (sole) parents on income support who enter work or a training
programme while on benefit.

6.3.2. Financing issues

Public spending on childcare is high in Nordic countries because the
quality of care is good, because it is provided on a full-time basis and because
coverage of the population is high.®

The Babies and Bosses reviews found little reason for the Nordic countries
to depart from this strategy. However, other countries may not be prepared to
tolerate Nordic public spending and tax levels, nor do they have a strong
tradition of good-quality local public service delivery or considerable taxing
powers for local government (Chapter 4). The Nordic model is therefore not
directly exportable to other OECD countries which are in the process of
building up childcare capacity and quality. Furthermore, notwithstanding a
growing awareness that participation in childcare serves a child-development
purpose, many countries still consider formal childcare as a labour supply
incentive for which working parents and employers (see below and Chapter 7)
should largely pay themselves.

When childcare capacity is not comprehensive, countries face equity issues
in access to subsidised childcare and the coverage of public funding? This issue
was one of the key drivers for the 1997 childcare financing reform in Australia. At
that time, direct operational funding to providers was largely withdrawn, and the
emphasis moved to funding parents to help pay the cost of childcare fees.

In Australia, childcare funding now follows parental choices. Earmarked
public support (or vouchers) is made available to eligible parents in order to
improve efficiency through competition and choice in terms of providers and
types of care, including out-of-school-hours care. Further, in order for a voucher
system to contribute to quality care and early years provision, vouchers should
be linked to licensed providers only (see below). Through income-testing and
(partial) linkage of entitlements to working hours, employment objectives can
be pursued while scarce resources are targeted at those most in need (Box 6.2).
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Box 6.2. Child Care Benefit in Australia

The number of children using Australian government-supported childcare
services more than doubled between 1991 and 2004, from 262 200 to 646 800
(ATHW, 2006). Over this period, the number of children attending long-day-
care centres almost tripled, to 383 000, while the number attending outside-
school-hours (OSH) care more than tripled to 160 800. Paralleling this trend,
the use of vacation care services has also increased markedly. Of the children
who used formal childcare during 2004, 59% attended long-day-care centres;
14% family day care. Children who attended OSH-care (18%) are likely to
overlap with those who attended vacation care (16%).

For children who are using approved care, the Australian government funds
the Child Care Benefit (CCB), which is a payment made to families to help with
the cost of care. The rate of CCB varies depending on family income, the
number of children in care and the type of care used. Families using approved
services who are on the lowest incomes receive the highest rate of CCB.
(FaCSIA, 2006). In 2007, for families with incomes of USD 28 100 or less, the
maximum rate of CCB (USD 121 per week) is applied. This rate is for one child
who is not at school, and who is in care for 50 hours per week. The rate under
these conditions is equivalent to USD 2.42 per hour. If families earn more than
USD 28 100, the CCB tapers down to a minimum rate of USD 20.35 per child for
50 hours of care per week — or USD 0.41 per hour. If a family has an income
greater than USD 80 568, they are eligible for only the minimum rate. The rate
of CCB for children at school is 85% of that payable for children not at school.

In addition, since 2005 there has been the Child Care Tax Rebate, which
covers 30% of out-of-pocket childcare expenses for approved childcare for
working parents, with a rebate of up to USD 3 277 (indexed) per child per year.
Out-of-pocket expenses are the total fees paid for childcare expenses for
approved care, less the amount of Child Care Benefit (CCB) received.

The accessibility of childcare services is a concern for both parents and
governments. Unmet demand is an important indicator of accessibility. One
direct measure of unmet demand comes from the 2002 ABS Child Care
Survey, which asked parents whether they wanted to use either some formal
childcare or additional formal care, but did not do so. In these terms, about
6% of children aged under 12 years needed additional formal care, well below
the level of 16% in 1993. Unmet demand decreased the most for pre-school
services (83%) and occasional care (80%) Even so, this amounted to
174 500 children requiring additional formal care in 2002. Of this group, 27%
required after-school-hours care, 27% required long day care and 22%
occasional care. Unmet need was higher among children aged 0-4 years (9%)
than those aged 5-11 years (4%).

BABIES AND BOSSES: RECONCILING WORK AND FAMILY LIFE - ISBN 978-92-64-03244-6 - © OECD 2007 139



6. FORMAL CHILD AND OUT-OF-SCHOOL-HOURS CARE SUPPORT

Box 6.2. Child Care Benefit in Australia (cont.)

Quality is another key issue, and the Australian quality assurance system
is an innovative way of monitoring quality and supporting a large
involvement by the private sector in providing care services. Child Care
Benefit receipt is contingent on adhering to quality standards which
facilitates the provision of approved childcare that is of a high standard. The
National Childcare Accreditation Council in Australia was established to
administer the Quality Improvement and Accreditation System (QIAS) for
long day care centres, Family Day Care Quality Assurance (FDCQA), and Out-
of-School-Hours Care Quality Assurance (OSHCQA). The three systems
follow a five-step process which service providers must go through in order
to become and remain accredited: i) Registration; ii) self-study and
submitting a continuing improvement plan to the NCAC every 2.5 years;
iii) validation - through visits by NCAC professional validators;
iv) moderation to ensure consistency of assessments on a national basis;
and v) accreditation decision. There are appeal procedures and centres that
fail are required to submit another self-study report six months from the
date of the NCAC decision.

State and territorial governments in Australia legislate minimum
standards for childcare services, and a move to an integrated quality
assurance system was announced in May 2006 along with a number of
other measures. The integrated system will enable other service types to
come under the system of accreditation over time, thereby linking
government-funding approval directly to the quality of care. It will also
address concerns about the administrative complexity of the current
systems and reduce any overlap and duplication with state and territory
licensing regulations.

Central to the integrated quality assurance system will be a set of core
quality standards against which assessments across all service types will be
made. Supporting these core standards will be a number of age and service
specific indicators to cater for the unique characteristics of children and
service types. Service providers will provide information on how they are
meeting the standard in their service and their claims will then be assessed
against the agreed standards and indicators through a validation and
moderation process. Services that meet all the quality standards will be
rated as accredited.

Indeed, the Australian Child Care Benefit (CCB)’ experience shows that if
sufficient voucher and subsidy money is made available, independent family
day carers and commercial providers will respond to the business opportunity
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and quickly expand provision, while tying benefit receipt to quality standards
ensures quality early childhood services.

In the United Kingdom, public resources for childcare initially were used
as seed funding to encourage community-based initiatives and business
start-ups. However, funding mechanisms are now more conventional. A
large part of the public sector subsidy comes through local authorities who,
on the basis of grants (and a specific subsidy towards the “free educational
offer”) finance Sure Start Children’s Centres, and Neighbourhood Nurseries,
while low-income families can claim support towards the parental costs of
childcare through the childcare elements in Working Tax Credit (OECD,
2005a). Similarly, the Netherlands and New Zealand have income-tested
childcare payments (which can also be used towards out-of-school-hours
care) for parents, to which Dutch employers have recently been obliged to
contribute about one-third of the costs (Chapter 7). This reflects the
dominance of the labour supply objective in the childcare debate in the
Netherlands, and childcare policy is based on the notion that the public,
employers and working parents should share the costs.

One problem that has arisen in several countries which use public funds
to stimulate supply of childcare places is that private sector childcare is a low-
margin business with many providers struggling to maintain capacity at a
high enough level for operations to be financially viable (NAO, 2004). This
contributes to patchy geographic coverage, with relatively few providers in
deprived and/or scarcely populated areas, or the lack of provision of services
to children with special needs. Therefore, Australian, British, Dutch, New
Zealand and other OECD governments are trying to find the optimal mixture
between demand-side funding and subsidies to providers who work in
particular areas or cater for clients with special needs.

6.3.3. Quality

The quality of childcare and early-years services is important. Not only
does poor quality restrict take up of early-years services, but it is also crucial for
child development, an increasingly important driver of public investment in the
area (Box 6.3). The objectives set and the means used to monitor and promote
the adoption of high standards of quality of childcare and early education
services differ across countries. Quality is not a narrowly defined concept, and
it has many aspects such as standards of hygiene and safety, staff-to-child
ratios and the size of groups, parent involvement and compliance with certain
educational policies, sometimes laid down in a curriculum, which are key
factors for regulating quality, qualifications, training and remuneration of
childcare staff.
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Box 6.3. The quality of care and child development

There is consensus that the first years of life are critical for cognitive,
physical, social and emotional development. Some research suggests that
young people who participate in quality early childhood education and care are
likely to develop better reasoning and problem-solving skills; to be more co-
operative and to develop greater self-esteem, even though some of the direct
gains such as in IQ rating appear to fade over time. Child development is
influenced by the type of care children are exposed to — at home and outside of
the home. Child development is also promoted by quality care and education
services, if not by a parent, then by professional carers, educators and
“pedagogs” (OECD, 2006€). There is no evidence which prima facie favours full-
time over part-time care, which contributes, for example, the provision of free
pre-school services on a part-time basis in the United Kingdom, or half-time
participation of three years olds in the French “maternelle” system.

Brooks-Gunn (2003) finds positive effects from quality early interventions on
performance later in childhood, notably: i) high-quality centre-based
programmes enhance the school-related achievement and behaviour of young
children; ii) these effects are strongest for poor children and for children whose
parents have low levels of educational attainment; iii) positive but smaller effects
continue into late elementary school and high school years, and iv) programmes
that are continued into primary school and that offer intensive early
intervention have the most sustained long-term effects. On basis of a
longitudinal survey in the United Kingdom, Sylva et al. (2004) concluded that:
i) pre-school experience, compared to none, had a significant positive effect on
child development; ii) an earlier start (before age three) is better for intellectual
development at age six and improved independence, concentration and
sociability at that age; and iii) part-time attendance was no better or worse than
full-time attendance. Evangelou et al. (2005) also find that children who are at
risk of low educational achievement benefit from early interventions in a cluster
of skill related to literacy access, including vocabulary, understanding of books,
print and writing. Vulnerable or disadvantaged children benefit most from good-
quality pre-school experiences (e.g., Oreopoulos, 2003), especially if the children
in the group are of different social backgrounds. Recent findings of the New
Zealand competent learners study also illustrate the importance of investment
in early-years care and education (New Zealand Ministry of Education, 2006).

Belsky (2005) finds that participating in childcare through the first two or even
4.5 years of one’s life may increase problem behaviour (aggression,
disobedience), but also notes that childcare effects as more problem behaviour
or greater cognitive-linguistic competence are not particularly sizeable in
magnitude and are often dwarfed by the effects of external factors such as, for
example, family, maternal sensitivity or the paternal presence. Similarly, NICHD
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Box 6.3. The quality of care and child development (cont.)

early childcare research network (2005) also suggests that in both the cognitive
and socio-emotional domains, quality and type of childcare have a clear impact
on child outcomes, even after controlling for family factors. However, family
influences are consistently better predictors of children’s outcomes than early
childcare experiences alone, and maternal education would be a stronger
predictor of maternal sensitivity and mother-child relations than either formal
childcare hours or quality of care. Sylva et al. (2004) also find that for all children’s
language and pre-literacy skills the quality of home learning environment is
even more important than parental occupation, education, and income: “what
parents do is more important than who parents are”.

Helping children to move from childcare, pre-primary and other early-
years services into primary-school systems is another quality aspect of early
childhood support systems, as more than in the past, primary schools are
expected to provide a flexible and supportive child-friendly setting to children
entering school for the first time (OECD, 2006e). This transition is arguably
easiest in Nordic countries with more or less integrated systems for zero-seven-
year-olds, with a pre-school-class for six-year-olds facilitating the transition to
primary school which starts at age seven. In other countries the transitions
from childcare into pre-schools or pre-schools into primary schools is not as
smooth. The prolongation of kindergarten learning approaches into the first
years of the primary school may be one way of improving this. Alternatively,
better co-ordination between pre-primary and primary institutions and carers/
educators/teachers is indispensable. For example, in the Netherlands, the pre-
primary and primary schools have been integrated into one system, but there is
little co-operation between childcare centres and these schools. More common
elements in professional development courses for early childhood and primary
school teachers could also help.

Child-to-staff ratios

Measuring the quality of formal childcare and early education services is
fraught with difficulty and there is no single indicator which adequately reflects
the quality of service environment and the quality of interaction between staff
and children. Although restricted to a single aspect of quality, child-to-staff
ratios give a quantitative indication of the frequency of contacts between
carers/educators and children. Most countries have regulations specifying
child-to-staff ratios which typically increase with the age of children (Chart 6.3,
Panels A and B, and Annex Tables 6.A1.1 and 6.A1.2 for more detail).
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Chart 6.3. Denmark has low child-to-staff ratios in childcare
and pre-primary education

Panel A: Child-to-staff ratios in formal day-care services, average for 0-3 year olds
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1. Child-to-staff-ratio concerns professional teachers (for definitions see OECD, 2007, Education at a
Glance). For Australia, the Netherlands and Norway, the ratio concerns the number of primary
school teachers.

Source: For 0-3 year olds, OECD, Babies and Bosses (various issues) and OECD (2006), Starting Strong II; for

3-6 year olds, OECD (2007), Education at a Glance.

Chart 6.3, Panel A shows the average child-to-staff ratio for children
aged 0-3 who attend licensed day-care facilities; in most OECD countries there
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are about five to seven children per childcare worker. This ratio is considerably
higher for three- to six-year-olds in pre-primary programmes (Chart 6.3,
Panel B); on average about 14 to 15 children per teacher (where information
is available, the ratio of contact staff, teachers and classroom and teacher
assistants, is also shown in Annex Table 6.A1.2). The relatively low intensity of
personnel in pre-primary facilities contributes to its low cost compared to
operating childcare services for very young children. This helps explain why
there is greater access to pre-primary facilities than to childcare services for the
very young, and why in some countries policies financially support parental
care for very young children (see previous chapter).

Staff qualifications and curricula

By and large, the dichotomy which exists between the care and education
sectors in many countries is a false one. However, qualifications of childcare
workers vary greatly across countries and types of childcare service. Lead
childcare workers frequently have a vocational-level diploma, generally at
children’s nurse level, or staff with secondary schooling and a one- to two-year
vocational diploma. Similarly, support staff qualifications vary hugely: from
no qualifications to a few years of vocational training in Nordic countries.

Pre-primary teachers are frequently trained at the same level and in the
same training institution as primary school teachers. This profile is found in for
example, Australia, Austria, Canada, France, Ireland, the Netherlands, the
United Kingdom and the United States (in some of these countries, e.g. France,
Ireland, and the Netherlands, the pre-primary teacher is trained both for the
pre-school and primary sector). In federal countries, variation exists across
different states or provinces, but the predominant type of training is in primary-
school-oriented pedagogy, which is understandable as readiness-for-school is
an important goal of pre-primary education (OECD, 2006¢).

In Nordic and central European countries, teachers/pedagogues in pre-
schools/kindergarten often have completed upper-secondary or tertiary
education, with a focus on early childhood services rather than primary
teaching. The social pedagogy tradition approach to children encompasses
care, upbringing and education, with the focus placed on supporting children
in their current developmental tasks and interests, not the achievement of a
pre-set level of knowledge, as in primary school curricula. For example, pre-
schools in Sweden establish individual plans with targets for individual
children. National pre-school curricula, should they exist, often establish a set
of pedagogical orientations and guidelines, with interpretation up to local
policy makers and professionals.

Annex Tables 6.A1.1 and 6.A1.2 provide information on qualifications and
the work environment of certified staff in day-care and pre-school services,
respectively. This information gives some indication on the quality of staff,
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although information on the proportion of certified staff in facilities is not
available. Even if this were available, such information would not give a
complete picture of staff-quality, as the latter is crucially affected by other
factors, for example, personal aptitude and work-experience.

In general, childcare workers have less formal qualifications that pre-
primary staff and childcare workers generally earn less than their colleagues
in pre-primary education, especially when employed in the private sector on
more or less precarious employment conditions (Tougas, 2002). Low-pay
makes staff turnover more likely, which is not beneficial to children. High
turnover rates also diminish employer-provided training opportunities.
Especially in rapidly developing childcare sectors (e.g. Ireland and the United
Kingdom), investment has not kept pace with the need for childcare workers,
and investment in this area is therefore of particularly pressing concern in
these countries (OECD, 2005a).

Control over the curriculum is one way through which governments can
exercise some quality control. Unlike the centrally imposed primary school
curricula, childcare and pre-primary curricula frequently are relatively short,
allow for local interpretation (e.g. in Nordic countries where decentralized
responsibility is part and parcel of childcare, education and health service
delivery and policy development), provide guidance to professionals, promote
parent-staff communication, identify general quality goals and indicate how
they may be attained. The Nordic countries have “guideline-curricula” for all
early-years services, while national curricula for services to 3-6-year-olds
apply in Belgium (both Flemish and French-speaking communities), France,
Germany, Ireland, Italy, New Zealand, Portugal, Korea, Mexico and large parts
of the United Kingdom (OECD, 2004a and 2006e).

Broadly speaking, there are two approaches to existing curricula
(see OECD, 2006e, for a detailed overview). The early education approach
(fostering school readiness) involves a more centralising and academic
approach to curriculum content, with structured programming and attention to
basic language skills, including attention to preparing for primary school.
Curricula in the pedagogic tradition of Nordic and some central European
countries but also New Zealand (OECD, 2004a) are more child-centred, and
build on the natural learning strategies of the child such as curiosity,
creativity, play with or without peers rather than a focus on pre-set standards.

The role of parents

Formal care and early education services supplement parental care and
education services. Given the primary role of parents in child development, it is
somewhat of a anomaly that they traditionally play such a limited role in early
years policy development and the supervision of services. Early education
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institutes struggle more in getting parents involved than do childcare centres
(or pre-schools in Nordic countries). In some countries, policy increasingly tries
to involve parents in kindergarten programmes (OECD, 2006e). In the United
States, seventeen States stipulate the implementation of parental involvement
policies; and another seventeen States awards grants to school boards and
districts to involve parents in education programmes. Many States also
encourage or direct employers to enable parents to attend school activities, such
as parent-teacher meetings and conferences.

Among the countries which participated in the OECD Babies and Bosses
reviews, Denmark has arguably the strongest emphasis on the parental input
to and oversight of improving quality. Since 1993, childcare has been overseen
by parent boards (as well as by municipal authorities). The parent boards are
elected and have some decision-making powers related to setting principles
for activities in the centre and for budget management. They also have
recommendatory powers related to staffing issues. The boards play a major
part in setting the annual plans for the childcare services, which are the main
mechanism for ensuring quality, and are submitted to the local authority
funding the service. Municipal pedagogical advisers guide staff and parents in
developing plans and in determining their own quality monitoring processes,
and without any external benchmarking, local professionals are in a very
powerful position, relative to parents.

6.3.4. Out-of-school-hours care: an emerging priority

School schedules are often not compatible with work hours. On average
across the OECD, scheduled primary school teaching hours are about 700 per
annum (OECD, 2006b), while de facto school hours are sometimes considerably
shorter. Even this understates the problem faced by parents: parents in the
Netherlands face a big headache in reconciling work and school hours,
because the latter are unpredictable. Schools find it difficult to provide the
scheduled number of hours due to the lack of replacement teachers to cover
for teachers who have taken additional holidays on short notice or who are
absent because of illness. As a result classes (most frequently for the youngest
children) are not given and parents are informed about this at short notice,?
leaving them to juggle for quick solutions to care for their children. According
to a survey of the school year 2000-01, 35% of the schools (and more than 50%
of the inner-city schools) had to send their children home on occasion because
of teacher shortages (van Langen and Hulsen, 2001), and there is no reason to
believe the situation has improved significantly since then.

Working parents in France face another issue. Traditionally, schools are
not open on Wednesday, but are open on Saturday morning instead. This
means that working parents have to look for alternative childcare solutions on
Wednesdays.
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With parents increasingly in paid work, there is growing demand for all-
day supervisory services in order to make school schedules more compatible
with full-time employment. Out-of-school-hours care services (OSH) provided
at school facilities or elsewhere are important in helping parents combine
their family and work commitments when children get older. These services
are relatively cheap, if only because child-to-staff ratios are relatively high, for
example, costs per child amount to one-third of the cost in day care in
Sweden. Nevertheless, these services are underdeveloped in most OECD
countries, which contributes to the existence of so-called “latch-key kids”;
many US-based evidence reports behavioural problems for children who are in
“self care” after school hours (e.g., Blau and Currie, 2004).

There are a few countries and jurisdictions where OSH-care is available
on a more or less comprehensive basis, and Box 6.4 reports on relevant
practices in Denmark, Sweden, and the Canadian province of Québec (OECD,
2006e, also reports considerable coverage of OSH-care in eastern Ldnder in
Germany). As discussed above, many municipalities in France provide full-day
services, and primary schools may provide a similar service.

In many other countries coverage is low, but in some at least, this is
recognized as a policy problem. As part of the 2006-07 budget, the Australian
government lifted the existing cap on OSH-care places to allow existing and
new OSH providers to expand childcare places to meet demand. New Zealand
has small scale support for out-of-school hours care (Adema, 2006a), and in
the Netherlands from the 2007-08 school year onwards schools are “obliged to
facilitate” out-of-school-hours care services, usually by private providers.
However, there is no entitlement to a place and demand is likely to exceed
supply in the near future. For a comprehensive OSH-care system to be
developed (as in Denmark and Sweden) at a relatively low price it is important
to make better use of existing school-buildings paid for by taxpayers. In the
Netherlands, and in other countries policy has yet to convince independent
school boards to overcome their traditional reluctance to make school
premises available of out-of-school hours care services.

British policy has moved towards expanding OSH-care capacity (DfES,
2004). OSH-care capacity in 2001 was estimated to cover about 7% of children
in the age group three to five, and 19% of the 6- to 12-year-olds. In the
2002-03 school year, the Department for Education and Skills (DfES) sponsored
twenty five local education authorities (LEAs) to develop extended schools
pathfinder projects (Cummings et al., 2004). Initiatives differed in focus, but
generally involved delivery of community and family services, often in areas
of deprivation. In addition to their “core business of teaching”, extended
schools offer services to pupils and their families, before and after school
hours, at weekends and during school holidays. From September 2005, about
1300 schools (on 23 000 in all) had started to roll out extended services.
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Box 6.4. Out-of-school-hours (OSH) care services in Denmark,
Sweden and the Canadian province of Québec

A comparison of working hours and school schedules implies that many
(pre-)school children require additional care arrangements covering the time
before school starts, during lunchtime and after school (and sometimes from
early afternoon onwards). This demand is increasingly met through the use
of out-of-school-care services (OSH), which are most developed in Denmark,
Sweden and the Canadian province of Québec.

Around 2000, four out of five children of school-age in Denmark participated
in OSH care (up from three out of five in the mid-1990s). No OECD country has
OSH-care services that are integrated with the (pre-)school education
curriculum, but in the countries where OSH-care is provided on a large scale
programmes are often run in conjunction with pre-schools and primary
schools. Frequently, leisure time facilities as OSH-services are known in
Denmark, are located at schools and come under the management of the
school principal (with a supervisory role for a parental board). They are funded
through municipal education and culture budgets. Parental contributions are
expected, however, and unlike for childcare, there is no maximum contribution.
Even so, on average parents cover only about 30 to 40% of the costs.

In Sweden, OSH-care services are generally provided in leisure time centres
whose number has increased significantly during the 1990s. OSH-services are
available to children from age 6 onwards until age 12. In general, OSH-
services are provided from 2 p.m. onwards when school finishes, until
around 5 p.m. depending on parental working hours. Eighty per cent of all six,
seven and eight-year-olds use an OSH service, but from age nine onwards the
desire to use OSH-services diminishes rapidly (about 40% of all 6- to 12-year-
olds make use of OSH care). For OSH-care the maximum fee for the first child
is 2% of gross family income (with a maximum of about EUR 100 per month),
and half that for second and third children, other children are not charged
fees. The management of leisure time centres is integrated with primary
school management to a large extent and both institutions are supervised by
the National Agency of Education.

In the province of Québec, family policy reform in 1997 initiated a rapid
growth of OSH-care provision at subsidised fees, but at CAD 7 for three hours
of care, OSH-care is relatively expensive to parents (in comparison to
ten hours of childcare in a day-care place for the same fee). In 2003, there
were 1579 registered out-of-school care services in Québec (some of them
covering several of the 2000 primary schools in the province) which catered
for 174 548 regular users (and 57 667 non-regular users), or about 38% of
children aged 5 to 12. In 2001, this was considered somewhat below demand
for OSH-care which was estimated at around 50% of all children in that age group.
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Box 6.4. Out-of-school-hours (OSH) care services in Denmark,
Sweden and the Canadian province of Québec (cont.)

Most of these services that involve leisure time activities but also facilitate
preparing homework are provided within the school system; OSH services are
carried out under supervision of the Ministry of Education. Municipalities are
obliged to provide OSH places when there are at least 15 children in the area
who require the service. Care is delivered for at least 2h30 per day, and about
80% of these services are available from 6.30 or 7 a.m., while school days
generally start at 8 or 8.30 a.m. OSH services are also available for 90 minutes
at lunchtime (when attendance is at maximum), and at the end of the school
day from about 4 p.m. to 6-6.30 p.m. The majority of children use OSH-places
regularly, i.e. for than three days per week and/or over 2h30 per day). During the
summer school holiday, which lasts nine weeks, municipalities often organise
leisure activities (or financially support the organising NGO), for which parents
can claim tax relief. Such services are often not provided until the end of
summer as the students who supervise leisure activities start their academic
year before the primary school year commences.

Extended schools and Children’s Centres are central planks in the government
strategy to enhance child development, strengthen families and communities
(Cummings et al., 2006), and help parents in England to reconcile their work
and care commitment. By 2010, all parents of children aged 3-11 who wish to
use formal care services should have access to affordable care facilities from
8 a.m. to 6 p.m. on weekdays all year round (HM Treasury, 2004).

6.3.5. Fees and the net cost of childcare to parents

Any comparison of the cost of childcare across countries is inevitably
based on assumptions. These assumptions concern the age of children, family
status, different earnings’ levels and the fee paid by parents for their child’s
participation in early-years care and education services, and the intensity of
its use. This section is based on one such set of assumptions. One important
fact to be borne in mind in interpreting these numbers is that in practice, fees
vary not only by country but also by the type of care provided and, frequently,
by region and/or characteristics of the children or parents. The calculations in
this section assume that fees are paid for full-time care, whereas in reality,
there is considerable difference across countries and parents as to the mix of
parental and non-parental care. For example, childcare use in Sweden is
typically for 30 hours per week, whereas in the Netherlands childcare
participation is often on a part-time basis; for example, two days per week in
formal care, one day of informal care by relatives and neighbours, and two
days of full-time parental care is not an uncommon “childcare package” in the
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Netherlands. These differences should be kept in mind when interpreting the
comparison of childcare costs as below.

Together with the financial support provided to parents, the affordability
of purchased childcare services is determined by the fee charged by providers.
Chart 6.4 shows that on average across OECD countries, the average “typical”
parental fee paid for a two-year old in full-time care is just over 16% of average
earnings, with wide variation across countries form a low around 5% to a high
of 33% in Luxembourg and Switzerland. Across countries fees differ because of
different market structures and government subsidies to childcare providers.

Chart 6.4. Childcare fees range from 5% of average earnings in central
and eastern European countries and Sweden to one-third
in Luxembourg and Switzerland
Childcare fee per two-year old attending accredited early-years care
and education services, 2004
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Note: The “average wage” reflects the earnings of an average worker (OECD, 2007¢). Fees are those
payable for a two-year old, for one month of full-time care not accounting for periods where childcare
may not be available or required (e.g. vacation). Where fee information is provided per hour of care,
full-time care is assumed to cover 40 hours per week. Fees are the gross amounts charged to parents,
i.e. after any subsidies paid to the provider but before any childcare-related cash benefits, tax
advantages available to parents or childcare refunds/rebates that are akin to benefits. Where prices
depend on income or family characteristics, the maximum applicable fee is shown. Unless fees are
rule-based or uniform across institutions, averages or “typical” fees are shown.

Source: OECD (2007f).

Childcare fees are often reduced for families in specific circumstances,
such as low-income households and/or sole-parent families, families with
multiple children participating in childcare, and fees can also decrease with
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the child’s age. Such measures aim at addressing equity concerns, ensuring
accessibility of childcare service for families with limited means or
demographic objectives (reducing the cost of children for larger families). They
may also be designed to encourage the use of non-parental care in quite
specific cases, and examples include fee reductions for lone parents to enable
them to stay in employment or look for and take up a new job, or students, to
allow them to complete their studies. Governments and, to some extent, semi-
private not-for-profit childcare providers use differentiated fee schedules in
order to target childcare subsidies or otherwise redistribute between different
types of childcare users.

In certain cases, a non-differentiation (or limited differentiation) of
parental fees can be used to the same effect. For example, providers, including
some commercial providers, as for example in New Zealand, maintain the
same or similar fees for very young children and older children, even though
the cost of care (due to relatively low children-to-staff ratios) for very young
children is relatively high. By cross-subsidising among age groups, barriers to
participation by very young children are reduced (OECD, 2004a). In many
childcare centres the fees for part-time childcare are largely proportional to
full-time care fees. However, in Portugal parental fees generally do not decline
with part-time use of formal childcare, so that while the cost of full-time care
is relatively low in Portugal, the cost of part-time care is relatively high (OECD,
2004a), which may contribute to the low incidence of part-time work in
Portugal (Chapter 3).

In addition, countries that do not subsidise providers on a comprehensive
basis as in, for example the Nordic countries, provide a range of cash and fiscal
benefits aimed at helping parents reduce the net cost of purchased childcare.
For example, spending on the Australian Child Care Benefit amounted to
about USD 1 billion in 2003, while the Canadian Childcare Expense (tax)
Deduction was worth about USD 850 million in 2003 (OECD, 2007a).

Childcare costs related to earnings

A comparison of costs in relation to average gross wages can be
misleading since taxes and cash benefits, and therefore the net budgets
available to families for purchasing items such as childcare, vary considerably
across countries. In practice, parents need to take into account the costs of
childcare relative to the net gain from employment. This is illustrated in the
charts below.

In countries without comprehensive government support for childcare
providers, the net cost of childcare to parents can be substantially lower as
parental fees, because of fiscal support and childcare support payments to
parents. Nevertheless, after accounting for tax reductions and childcare
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benefits, overall costs remain substantial in many countries. Considering
dual-earner couples with earnings at 167% of the average worker’s earnings,
the average out-of-pocket expenses for two children in full-time care are about
one sixth of average earnings (Chart 6.5, Panel A).

Net childcare costs are low in countries where fees are relatively low and
in Belgium and Portugal, where there is considerable fee support (Chart 6.5). In
these mostly eastern and northern European countries, net childcare costs for
families with two children at moderately high earnings are close to or below
10% of overall family net incomes. Participating in formal childcare services is
most expensive for working couples in the Canadian province of Ontario (as in
Chart 6.5; the situation in the Canadian province of Québec is rather different,
and is more comparable to the situation in Finland and Sweden, see OECD,
2005a), New Zealand, Switzerland (city of Ziirich). At 45% of average earnings,
the out-of-pocket expenses of working couples with earnings of 167% of the
average are highest in Ireland and the United Kingdom, and can amount to
around one-third of family net income (as shown at the bottom of the Chart).
Calculations, not presented here, for dual-earner families with household
earnings equivalent to 133 and 200% of the average wage, generate results
similar to those in Chart 6.5 (OECD, 2007e).

Cost considerations loom larger for sole parents who, in the absence of a
supporting partner, are likely to need formal childcare support to meet work
commitments. For a sole parent with earnings at two/thirds of the average
wage, out-of-pocket expenses are substantially lower than for dual-earner
families in absolute terms (Chart 6.5, Panels A and B). Compared to dual-
earner families, childcare fees for sole parents are significantly lower Belgium,
while in other countries, in particular, Australia, New Zealand, the United
Kingdom and the United States (Michigan), net cost reductions are achieved
through targeted childcare benefits and rebates. Nevertheless, despite fee
support in the United Kingdom, out-of-pocket costs for sole parents amount
to 21% of the average wage in the United Kingdom rising to 35% in the
Canadian province of Ontario (in the province of Québec it was about 10%),
and 45% in Ireland.

At 8% of average wages, the net cost of childcare is around half that faced
by two-parent households, but childcare spending still consumes about on
average 12% of a sole-parent family budget, and more than half the family
budget in Ireland. Obviously this has implications for incentives to work
(below), and thus for the risk of suffering from poverty. Moreover, OECD
(2004b) showed that sole parents with earnings in the 67% to 100% of average
earnings range have at best net incomes only slightly above (and sometimes
clearly below) commonly used poverty thresholds. Even relatively low levels of
childcare expenses can many sole-parent families at a high risk of poverty.
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Chart 6.5. Net childcare costs are highest in Ireland

[ Childcare fees [ Childcare benefits/rebates
[ Taxreductions [ Other benefits

Panel A: Net childcare costs for a dual-earner family with full-time earnings
of 167% of the average wage, 2004
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Panel B: Net childcare costs for a sole-parent family with full-time earnings
of 67% of the average wage, 2004
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Note: See note to Chart 6.4; in addition there are two participating children age two and three.
Source: OECD (2007f).
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Targeting childcare subsidies on particular family types or income groups
is more common in countries which rely on demand-side subsidies such as
rebates and cash transfers. In some such countries, childcare costs are cut by
about half for lower income groups (for example, Australia and the United
Kingdom) while they are reduced to low levels from high (Japan) or very high
levels (United States) for sole parents. Norwegian sole parents in low-wage
employment can actually benefit financially from using childcare services:
Panel B of Chart 6.5 shows that the combined effect of tax reductions and cash
benefits more than compensates childcare fees.

Because low-income sole parents have limited tax liabilities, granting tax
relief is not an effective tool for ensuring that childcare support gets to those
who need it most. If tax relief is the main or only support available, and when
it is “wastable” or “non-refundable”, then the value to low-income parents is
limited. In contrast to the province of Québec (OECD, 2005a), low-earning sole
parent families in Ontario, Canada, receive very little support with their
childcare costs (Chart 6.5, Panel B).

6.3.6. Financial incentives to work after childcare costs

Chart 6.6 shows by how much income taxes, employees’ social security
contributions and cash benefits change following a transition from labour market
inactivity to employment, after subtracting childcare costs. Changes are shown
relative to gross employment incomes in the new job for a parent taking up low-
wage employment (defined as paying 67% of the average wage). The horizontal
markers indicate the fraction of in-work earnings that is effectively “taxed away”
for the parent entering work. As discussed in Chapter 4, the “Average Effective
Tax Rate” (AETR) is the sum of tax increases and benefit losses that result from
taking up employment.

Compared to sole parents, AETRs in the two-parent scenario are almost
entirely driven by the tax and contribution burden; withdrawals of income-
related transfers are generally negligible (Chart 6.6, Panel A). In most countries,
even if one parent is inactive, entitlements, if any, are low due to the earnings of
the working parent. Yet in some cases, full-time employment stops entitlements
to — sometimes generous —home-care and child-raising allowances that would be
available to stay-at-home parents, as in Australia, Austria, the Czech Republic,
Finland, France, Hungary and the Slovak Republic (Chapter 5).°

Chart 6.6, Panel B, shows the importance of childcare costs in eroding the
net gains from work in dual-earner families. Childcare fees are a key factor in
reducing gains from work, though other factors are even more important in
some countries — tax burdens (Denmark and Iceland), for example, and benefit
withdrawals (childrearing payments in Austria, Finland, France, Hungary and
the Slovak Republic). Averaged across OECD countries, childcare fees use up
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Chart 6.6. Net income gains from work for dual-earner families using
childcare are smallest in Ireland and the United Kingdom
Change of taxes and benefits relative to earnings in the new job, 2004
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Total increase in effective tax burden (average effective tax rate)
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Note: Transition from labour-market inactivity to a full-time low-wage job (67% of AW) for the second
earner in a couple family with two children (age two and three); the primary earner has an average wage
(AW). All tax and benefit changes relate to the household as a whole. The Average Effective Tax Rate is the
fraction of earnings that does not produce a net income gain as it is offset by higher taxes and lower
benefits. “Benefits” include minimum-income/social assistance benefits, housing benefits, employment-
conditional (“in-work”) benefits and family benefits (including special lone-parent benefits and childcare
related benefits that do not depend on the use of purchased childcare, such as homecare or child-raising
allowances and the Allocation parentale d’éducation in France). Other childcare benefits and childcare costs
are not included in Panel A, but they are in accounted for in the calculations underlying Panel B.

Source: OECD (2007f).
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nearly 40% of the gross earnings of a low-wage second earner — more than
taxes, social contributions and benefit losses combined. Only one-third of
gross earnings are at the disposal of the family for consumption. In more than
half of the countries, AETRs are even higher, and only about 20% of additional
earnings are left for consumption by the family.

Chart 6.7 confirms the important role of benefit withdrawals in
employment decisions of sole parents. On average, sole parents starting a low-
wage job lose almost half of their gross earnings to reduced transfer payments
and almost 20% due to taxes and contributions they are liable to pay as
employees. This leaves about one-third of gross earnings as an addition to
household income, which is not enough to cover childcare costs, let alone
other work-related expenses, in the Canadian province of Ontario, Ireland,
France, and the city of Zirich in Switzerland. Much more than for second
earners, childcare fees are crucial to short-term net returns to work for sole-
parent families. Policy in many countries has responded by granting
significant childcare support payments to sole parents, but despite these
measures AETRs for sole parents at moderate earnings exceed those of second
earners in all countries, except for Greece, Hungary and the United States
(compare Panels B, Charts 6.6 and 6.7).

Comparing the results in Panels B of Charts 6.6 and 6.7 with Tables 4.4
and 4.7, shows that financial incentives to work change with the age of
children. When children are very young (below three years of age), moving into
employment is not immediately rewarding because of the loss of childrearing
payments in Austria, Finland, France, Hungary and the Slovak Republic, and the
increase in childcare costs, in many OECD countries. Parents in eastern and
northern European countries are in the lucky position of having stronger
incentives to work. Generally, work pays more, the older children get. The
absence of services, rather than the cost of out-of-school-hours care,
contributes to many mothers considering part-time employment opportunities
on a long-term basis.
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Chart 6.7. There are no short-term net income gains from work
for sole parents with moderate earnings using childcare in France,
Canada (Ontario), Switzerland (Ziirich) and Ireland
Change of taxes and benefits relative to earnings in the new job, 2004
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Per cent of gross earnings in new job

[ Increase in income tax [ Increase in social contributions
[ Decrease in benefits [ Childcare fees
@ Total increase in effective tax burden without childcare
Total increase in effective tax burden and childcare costs

Panel B: Sole parent with two-thirds of average earnings and accounting for childcare costs
Per cent of gross earnings in new job

100.9
112.6
]123.4

SIS LRLRLOELLIAEEL DS &S
L Fod @ PP PP S R O P P PN & S B B
T’ WFd st S V& T q® \&@@@%@\ P
S & S ¥ S & &
S® NS

Note: Transition from labour-market inactivity to a full-time low-wage job (67% of AW) for a sole parent
with two children (aged two and three). All tax and benefit changes relate to the household as a whole.
The Average Effective Tax Rate is the fraction of earnings that does not produce a net income gain as
it is offset by higher taxes and lower benefits. “Benefits” include minimum-income/social assistance
benefits, housing benefits, employment-conditional (“in-work”) benefits and family benefits (incl.
special lone-parent benefits and childcare-related benefits that do not depend on the use of purchased
childcare, such as homecare or child-raising allowances and the Allocation parentale d’éducation in
France). Other childcare benefits and childcare costs are not included in Panel A, but they are in
accounted for in the calculations underlying Panel B.

Source: OECD (2007f).
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6.4. Conclusions

In many OECD countries there are parents who wish to engage in paid
work, but cannot do so, because childcare capacity is constrained and/or
prohibitively expensive, and/or not available at the hours it is required. Often,
parental labour force participation depends on having access to cheap
informal care by relatives and neighbours. However, this source of care is
drying up: with the rise in female employment rates, mothers, sisters and
neighbours of working mothers are increasingly in work themselves.
Therefore, policy makers across the OECD area are increasingly interested in
public early years care and education policies, from formal home-based care
to centre-based facilities integrated in the education system.

Nordic countries were the first to start developing formal childcare systems
and they remain in the lead of childcare policy development, in terms of
participation, equity in access and quality. Systems are comprehensive and with
out-of-school-hours-care support the policy model ensures that combining work
and family responsibilities is a realistic life choice. In other countries coverage is
less widespread and is low among 0-3-year-olds. Many 3-6-year-olds participate
in pre-school programmes, but not necessarily on a full-time basis.

There is a more-or-less general trend across the OECD towards more
investment in childcare capacity and quality. Budgetary costs are controlled
through income testing and targeting of public supports on families which
need it most.

Both demand and supply-side funding can be effective in achieving policy
goals, as long as support is made available only to good-quality care. Quality
standards should not merely cover health and safety aspects, but could also
include child development goals. Parents are key stakeholders in the
development of a childcare system, and some countries have had success in
involving them in supervision of childcare centres.

The few countries across the OECD area that have a comprehensive out-
of-school-hours care service or leisure-time system (e.g. Denmark and
Sweden) use existing public infrastructure, often school buildings, for the
purpose of delivering such services. This practice avoids unnecessarily public
outlays, and saves children (and parents) the costly hassle of transport
between service providers. Policy makers in many OECD countries should be
more vigorous in overcoming the reluctance among school authorities to
allow such services to be provided on school premises. More intensive use of
existing school buildings and high child-to-staff ratios make the development
and provision of out-of-school-hours care services a relatively cheap policy
option. The development of out-of-school-hours services deserves a higher
priority than it currently gets in many OECD countries.
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Generally, work pays for parents, even after accounting for childcare
costs. In Nordic countries, subsidies to parents using quality childcare centres
are generally so high (see above), that one is almost “a thief of one’s own
wallet” if one does not use public childcare facilities and engage in paid work.
In other countries, the story is rather different. Parental fees are often high,
and formal childcare support may not be universally accessible for (working)
parents. After accounting for income-tested childcare support, out-of-pocket
costs often remain substantial, and they exceed 20% of net income of a dual
earner family with full-time earnings of 167% of the average wage in Canada
(except for the province of Québec), Ireland, New Zealand, Switzerland and the
United Kingdom. Childcare costs are above 40% of a family budget of a sole
parent with two-thirds of average earnings in Canada (Ontario) and Ireland. In
Ireland and the United Kingdom, the costs of childcare can be so high, that in
the short-term work does not pay for many second earners in couple families
and this applies to sole-parent families in the Canadian province of Ontario,
Ireland, France, and the city of Ziirich in Switzerland.

Notes

1. Without taking anything away from the pedagogic and/or educational value of
early years’ services, the OECD Babies and Bosses reviews used the term “childcare”
to capture the wide variety of formal care, pedagogy and education services that is
available during the early years, until children enter school.

2. For example, see Robertson (2007) on considerations by parents using multiple
childcare services in New Zealand.

3. Even though Finland is the only OECD country with a legal entitlement to
childcare for all children not yet of schooling age, the home-care payments
effectively discourage the use of childcare facilities (see previous chapter).

4. One of the most effective aspects of the Danish system is its social role. The
system of health visitors for all children, high coverage of municipal care facilities,
and short lines of communication with municipal social workers, facilitates early
identification and intervention in favour of children with specific care needs and/
or in neglect situations.

5. Cleveland and Krashinsky (2003) argue that early care and education services are
a public good as they deliver externalities beyond the benefit of immediate,
personal consumption, including a significant contribution to the health,
development and learning of children, the development of social capital and
reduced outlays regarding negative outcomes later in life.

6. For example, in the, by Canadian standards, very extensive childcare support
network in the province of Québec, low-income parents cannot always access the
CAD 7 per day childcare places. Extension of childcare capacity is underway: it
should be a policy priority to ensure access to childcare facilities for all low-
income families who wish to use them (OECD, 2005a).

7. Child Care Benefit (CCB) in Australia is available for two different types of childcare:
registered childcare and approved childcare. Parents using registered childcare are
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entitled to the minimum rate of CCB provided both parents, or the sole parent, in
the family satisfy the “work, training, study test”. Registered care may be provided
by grandparents, relatives and friends, as well as some pre-schools, kindergartens,
out-of-school-hours care services and occasional care centres, as long as the carers
have been registered through the Family Assistance Office (FAO). Families using
approved care can be eligible for up to the maximum level of CCB and can choose to
have their CCB paid to the childcare service (i.e. directly reduce the fees that they
pay) or can receive it in the form of a lump sum from the FAO at the end of the
financial year. Families using registered care can claim CCB from the FAO during the
year by submitting the childcare receipts within 12 months of having the care
provided. In January 2005, a Grandparent Child Care Benefit was introduced which
pays the full cost of childcare for grandparents who are the primary carers of their
grandchildren and are on income support payments. The work, training, study test
was waived for all grandparent carers so they can receive CCB for up to 50 hours a
week, regardless of whether or not they are working or studying. In addition to CCB,
the Australian government has introduced the childcare Tax Rebate (CCTR) which
covers 30% of a family’s out-of-pocket expenses for approved childcare (the amount
of the fee less the CCB entitlement) where the parents meet the work, training, study
test. The maximum CCTR payable for expenses incurred in 2006-07 is USD 3 701 per
child.

8. During the 1980s, the Netherlands had an excess supply of teachers, and teachers
were given extra holidays (the so-called ADV-dagen or “labour-duration-
shortening” in Dutch). At present, there is a shortage of teachers in the
Netherlands, but the 14.5 ADV days still exist on top of the 55 scheduled holidays
for primary-school teachers in the Netherlands.

9. Even when not accounting for childcare costs, the AETRs in Chapter 6 are slightly
different from those presented in Chapter 4 due to the different ages of children
which are assumed for the calculations (four and six in Chapter 4, and two and
three in Chapter 6). Because of the lower ages in Chapter 6, AETRs in countries with
prolonged childrearing or home-care benefits (Chapter 5) are significantly higher.
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ANNEX 6.A1

Qualifications of Childcare
and Pre-school Staff

Tables 6.A1.1 and 6.A1.2 provide information on the qualifications and
work-environment of certified staff in day-care and pre-school services,
respectively. This information gives some indication on the quality of staff,
although information on the proportion of certified staff in facilities is not
available. Even if this were available, such information would not give a
complete picture of staff-quality, as the latter is crucially affected by other
factors, as, for example, personal aptitude and work experience, and attention
for the child rather than a pre-set standards, whether or not included in a
curriculum. The tables also include information on child-to-staff ratios for
specific ages. Where available, information is presented on “in-work” or
“continuous training”.

Any classification of staff in the childcare and early-education sector is
fraught with difficulties related to the osmosis of care and education: “Care is
education, and education is care” to a large extent. Nevertheless, some broad
groups of carers and educators in the day-care and pre-school service sectors
can be identified:

Childcare workers. The qualifications of childcare workers differ greatly
from country to country and from service to service. In most countries, lead
childcare workers have a vocational-level diploma, generally at children’s
nurse level (upper secondary, vocational level), although many countries will
also have specialist staff trained to secondary-level graduation, plus a one- to
two-year tertiary level vocational diploma.

Auxiliary staff. There are many types of auxiliary staff working in centres
who are trained to different levels. On one end of the scale is auxiliary staff
with no formal qualification in the area, while auxiliaries in the pre-school
service sector in Nordic countries often have undergone a couple of years of
upper-secondary vocational training.
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The pre-primary/primary teacher (or kindergarten/pre-school teachers in
Australia, Canada and the United States): Pre-primary teachers are generally
trained at the same level and in the same training institution as primary
school teachers. The profile is found in Australia, Canada, France, Ireland, the
Netherlands, the United Kingdom and the United States (in some of these
countries, e.g. France, Ireland, and the Netherlands, the pre-primary teacher is
trained both for the pre-school and primary sector). In federal countries,
variation exists across different states or provinces, but the predominant type
of training is in primary-school-oriented pedagogy (readiness-for-school is a
primary aim of early education).

In Nordic and central European countries, there are many pedagogues who
have been trained (upper-secondary or tertiary education) with a focus on early
childhood services rather than primary teaching. Pedagogues may also have
received training in other settings, as for example, youth work or elderly care.
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Table 6.A1.1. Qualifications of certified childcare workers and main place of work

Main type of staff Initial training requirements Age range Main field of work Continuous training Child-to-staff ratio
Australia Childcare worker Two- to three-years or tertiary training 0-5 Kindergartens; long day care Childcare — limited to some services 5.0 (0-2 years),
(or four-year tertiary programme) 10.0 (2-3)
Austria Erzieherinnen, Five-year vocational secondary 0-5 Krippen and Hort, Kindergarten Funding by provinces; 3-5 days per year 8.7
Kindergartenpddagoginnen
Belgium Kinderverzorgster/Puéricultrice  Three-year post-16 vocational secondary 0-3 Kinderdagverblijf/Créches (or assistant 7.0
in école maternelle)
Canada Early childhood educator Two-year ECE 0-12 Childcare, nursery school, pre-school 5.5 (0-1 year),
8.5 (2-3 years)
Czech Detska sestra Four-year secondary nursing school 0-3 Créche Voluntary — offered by regional centres
Republic
Denmark Paedagog Three- to five-year vocational, or tertiary 0-5 Educational, social care, special needs Funding decentralised to municipalities 3.3 (0-2 years),
education (depending on prior experience) institutions (incl. day care) 7.2 (3-5 years)
Finland Sosionomi (social pedagogues), Three-year secondary vocational 0-6 Péivékoti(children’s day care centre), Municipalities have to provide 3-10 days 4.0 (0-3 years),
Léahihoitaja (practical nurses) Avoin péivakoti annual training 7.0 (3+ years)
France Puéricultrices Nurse/mid-wife + one-year specialisation 0-3 Créches/assistant in école 5.0 (0-2 years),
Educateurs de jeunes enfants 27-month post-Bac in training centre 0-6 maternelle 8.0 (2-3 years)
Germany Kinderpflegerinnen Two-year secondary vocational training 0-6 Kindergarten
Greece
Hungary Gondozd (childcare worker) Three-year post-secondary voc. training or 0-3 Bdlcsdde (for children < three) 6.0
specialist certificate .
Iceland
Ireland Childcarer/child minder Wide variation 0-6 Childcare centres 3.0(>1),
6.0 (2-3 years)
Italy Educatrice Secondary vocational diploma 0-3 Asili nido Municipality or director/inspector decides 7
Japan Nursery teacher Graduation from a nursery training school 0-6 Daycare, créche, nursery 3(<1),
6 (1 and 2 year olds)
Korea Childcare worker Two-year tertiary or one-year training after 0-6 Childcare centre, Hakwon (private learning  Offered by regional centres to all childcare 3 (1 year),
high school academy) and kindergarten teachers 5 (2 years),
15 (3 years)
Luxembourg
Mexico
Netherlands Leidster kinder-centra Two-year post-18 training 0-4 Kinderopvang Funding decentralised to municipalities 4 (1 year),
5 (2 years),
6 (3 years)
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Table 6.A1.1. Qualifications of certified childcare workers and main place of work (cont.)

Main type of staff Initial training requirements Age range Main field of work Continuous training Child-to-staff ratio
New Zealand  Early childhood teacher Diploma of Teaching (ECE) 4-5(0-2),
— a three-year course — 8-12.5 (2-3)
or an equivalent approved qualification
Norway Assistents Two-year post-16 apprenticeship 0-7 Barnehager/SFO 8 (> 3 years)
Poland
Portugal Educadora de infancia Four-year university or polytechnic 0-6 Créches, ATL Offered by regional teacher centres 11
and universities to all teachers
Slovak
Republic
Spain
Sweden Barnskdtare Two-year post-16 secondary 0-7 Oppen Firskola, Fritidshem Funding decentralised to municipalities 5.5
Switzerland Childcare worker Varies per canton Créches, nurseries 4-5 (0-2),
7-8 (2-3)
Turkey
United Trained nursery teacher, Nursery  Two-year post-16 secondary 3-11,0-5  Nurseries (or pre-school assistant) Limited for day-care workers 3 (> 2 years),
Kingdom nurse 4 (2-3 years),
8 (3-5 years)
United States ~ Childcare teacher One year course to four-year university 0-5 Public schools, Head Start, Childcare Most States require a certain number Five

centre

of hours per year

Source: OECD Family database, December 2006 (www.oecd.org/els/social/family).
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Table 6.A1.2. Qualifications of pre-school teachers and main place of work

Main type of staff

Initial training requirements

Age range Main field of work

Continuous training

Ratio
of child to teacher
(% male teachers)

Australia
Austria

Belgium

Canada

Czech Republic
Denmark

Finland

France

Germany

Greece
Hungary

Iceland
Ireland
Italy
Japan

Korea

Luxembourg
Mexico

Netherlands
New Zealand

Norway
Poland

Teacher

Erzieherinnen,
Kindergartenpddagoginnen
Kleuteronderwijzer(es)/
Institutrice de maternelle
Teacher

Ucitel materske skoly
Paedagog

Lastentarhanopettaja
(kindergarten teachers)
Professeurs d’école
Erzieherinnen

Pedagogue

Teacher

Insegnante di scuola materna

Kindergarten teacher

Kindergarten teacher

Teacher

Leraar basisonderwijs
Kindergarten teacher

Pedagogiske ledere

Three- to four-year tertiary training
Five-year vocational secondary

Three-year pedagogical — tertiary

Four-year tertiary (not PEI)

Four-year secondary pedagogical or three-year tertiary

Three- to five-year vocational or tertiary education
(depending on prior experience)

3-4-5-year university or 3- to 5-year polytechnic

Four-year university education + vocational training
Three-year secondary vocational training
+ one-year internship

Three-year tertiary degree

Three-year tertiary degree
Four-year tertiary degree

Kindergarten teacher license (junior college, university
or graduate school

Four-year tertiary degree

University degree — licentiatura

Three-year voc. higher education

Diploma of Teaching (ECE) — a three-year course —
or an equivalent approved qualification

Three-year vocational higher education

0-8
0-5

3-6
0-10

0-7

2-6
0-6

0-7

4-12
3-6
3-6

3-6

0-6

4-12

0-7

Pre-school/pre-primary
Krippenand Hort,
Kindergarten

Kleuterschool/Ecole
maternelle

(pre-) Kindergarten
and primary school

Materskd skola
Educational, social care,
special needs institutions
(including day care)
6-vuotiaiden esiopetus
(pre-school class

as well as kindergarten)
Ecole maternelle
Kindergarten

Ovoda (kindergarten
for children 3-7)

Schools
Scuola materna
Kindergarten

Kindergarten
Educacién inicial, Educacion
preescolar

Bassischool
Kindergarten

Barnehager, SFO

Teachers — several funded days/year
Provincial funding: 3-5 days per year

Funding decentralised to schools

Provided for kindergarten teachers

Funding decentralised to municipalities

Funding decentralised to municipalities

Municipality or director/inspector decides

Offered by regional centres to all childcare
kindergarten teachers

Several funded days/year

Funding decentralised to municipalities

17.0 (0.8%)
16.1 (1.6%)

81015
for five-year-olds,
(31.9%
—2001 data)
13.4 (0.3%)
6.6 (16%
—2001 data)

12.5 (3.1%)
19.3 (19%)
13.9 (1.7%)

12.5 (0.6%)
10.7 (0.2%)

7.3(3.2%)
13.9 (7.7%)
12.4 (0.4%)
17.4 (2%)
202 (0.7%)
(1.7%)
28.9 (4.6%)

9.8 (1.1%)
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Table 6.A1.2. Qualifications of pre-school teachers and main place of work (cont.)

Ratio
Main type of staff Initial training requirements Age range Main field of work Continuous training of child to teacher
(% male teachers)
Portugal Educadora de infancia Four-year university or polytechnic 0-6 Jardim de infancia Offered by regional teacher centres 15.4 (1.8%)
and universities to all teachers
Slovak Republic
Spain 141 (8.7%)
Sweden Férskolldrare, Fritidspedagog ~ Three-year university, three-year university 0-7 Férskoleclass, Férskola Funding decentralised to municipalities 11.2
Switzerland Kindergarten teacher Three-year upper-secondary and tertiary degree 3-6 Kindergarten/centre de vie 18.3 (1.9%)
enfantine/infant schools
Turkey 19.7 (4.8%)
United Kingdom Qualified teacher Four-year university 4-8 (0-8) Nursery classes, reception Regular access for teachers 16.3 (3.1%)
class
United States Public school teacher, Four-year university, CDA = one-year voc. tertiary 35 Most States require a certain number 14.5 (8.4%)

Head Start teacher

of hours per year

Source: OECD Family database, December 2006 (www.oecd.org/els/social/family).
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Chapter 7

Family-Friendly Workplace Practices

Working hours are very important to people trying to reconcile
work and family life. They differ enormously across countries, but
also within countries, with different types of workers having
different access to different types of flexible workplace measures.
The first section of this chapter illustrates cross-national
differences in usual working hours, and documents national policy
differences on weekly working hours, paid annual leave and the
part-time employment conditions. Subsequent sections illustrate
the potential business case for family-friendly workplaces, with
some practices (e.g. part-time work, flexitime) being more
prevalent than others (e.g. teleworking, childcare support). The
chapter concludes with a discussion of different public policy
approaches to extending family-friendly workplace practices,
which range from encouragement of employers to expand such
provisions, to ensuring that all workers have some access to
family-friendly workplace support.
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7. FAMILY-FRIENDLY WORKPLACE PRACTICES

Many parents in OECD countries are satisfied with the number of hours
they work and the level of family income this generates. Many others,
however, feel that they face a poor set of choices in working time and are
overwhelmed by a “time crunch”, leading them to feel they do not spend
enough time with their families, but are constrained by inflexible and long
working hours. The number of hours parents engage in paid work depends on
many factors, including their preferences, career attachment, household
income, the age of children, the availability of quality childcare (Chapter 6)
and the extent to which tax/benefit systems financially sustain not being in
paid employment (Chapters 4 and 5). Furthermore, much depends on whether
prevailing workplace practices help parents to find the time to combine paid
work and parenthood. Often enough, they do not.

In theory employers might be attracted by the idea of providing workplace
support for working parents, as such support might attract new employees,
reduce staff-turnover and absenteeism, and generally increase workplace
productivity. Alternatively, workers might value such workplace supports by
more than the equivalent cash cost to employers, in which case employers
could reduce costs by providing such services rather than paying higher
salaries. In each case, the result would be greater profits. This possibility is what
is referred to as the “business case” for family friendly work practices, which in
its most naive and optimistic form holds that all that is required to transform
the labour market is for employers to understand that it is in their own best
interest to introduce more supports for parents with children.

In practice, however, there are limits to the extent to which the business
case alone can be relied upon to spread family-friendly workplaces more
widely. The evidence that there are profit opportunities just awaiting
exploitation is lacking. The evidence does suggest that some employers might
find it in their interest to provide such measures to some of their staff, but not
all employers and not all staff. If the provision of workplace support were left
to individual and collective industrial bargaining, such support will be
restricted to a few measures (reduced and flexible working hours, and some
forms of leave support) and groups of workers in certain sectors.

If employers do not rush to provide family-friendly workplaces, and
workers and their unions do not insist on their provision, then it looks like
wishful thinking to imagine that industrial agreements will help parents more
in the future. However, governments may have a case for intervening in such
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7. FAMILY-FRIENDLY WORKPLACE PRACTICES

agreements, because society as a whole has interests in the outcome of
bargains between employers and employees which go beyond the interests of
those involved in the bargaining. For example, concerns about fertility rates
and gender equity objectives (Chapter 1) might not be considered by those
bargaining over workplace conditions, but as workplace conditions do affect
these outcomes, governments may feel the need to intervene.

7.1. Time at work

Workplace practices in large part determine families’ ability to balance
work and family life. They are particularly important when other policies,
such as public supports in the tax/benefit, parental leave and childcare areas
(see previous chapters), are relatively underdeveloped. Access to and use of
flexible working practices and reduced hours schedules and other workplace
supports are sometimes crucial in balancing work and care commitments, but
not all parents have access to such measures to the same extent, and even if
they do have access to such workplace support, they do not always feel
comfortable with making use of it. As a result, working schedules differ widely
across occupations and sectors as well as countries.

Chart 7.1 gives a feel for the very different working-time outcomes in OECD
countries. In 2005, over 50% of male workers aged 20-54 worked just over 40 hours
per week in Canada, the Czech Republic, Hungary, Iceland, Italy, Luxembourg,
Poland, Portugal, the Slovak Republic, Spain, Sweden, Switzerland and the United
States. Greece, Iceland, Luxembourg, Poland, Portugal, the Slovak Republic and the
United States are the OECD countries where at least about half of the female
workers aged 20-54 work 40 to 44 hours per week. Arguably the strongest
concentration of working hours around the 40-44 hour band can be found in
Hungary where five out of six men and women work that many hours per week.
Weekly working hours are concentrated around a shorter full-time working week
of around 35-39 hours in Belgium, Denmark, France and Norway, while a similar
concentration of working hours among females aged 20-54 can be found in
Denmark, Finland, France and Norway. Working parents in France and Nordic
countries not only have access to child and out-of-school-hours support but also
have working weeks that in terms of duration are below the OECD average.

In other countries, many women work part-time, 40% or more of women
aged 20-54 work 34 hours per week or less in Australia, Austria, Belgium, the
Czech Republic, Germany, Iceland, Ireland, the Netherlands, New Zealand,
Norway, Switzerland and the United Kingdom. There is cross-country variation
in the incidence of “short part-time hours” (less than 20 per week) and “long
part-time hours” (20 to 30 hours per week). More than 20% of women aged 20-54
work less than 20 hours per week in Australia, the Czech Republic, Germany, the
Netherlands and Switzerland. About one in five women aged 20-54 work long
part-time hours in Austria, Belgium, the Czech Republic, Germany, Iceland,
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Chart 7.1. Long hours are most usual in Australia, Austria, Greece, Japan,
Korea, Mexico, New Zealand, Poland, Turkey and the United Kingdom
Incidence of actual weekly hours of work among workers aged 20-54,

2005, percentages
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Source: OECD database on Usual Weekly Hours of Work.
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Chart 7.1. Long hours are most usual in Australia, Austria, Greece, Japan,
Korea, Mexico, New Zealand, Poland, Turkey and the United Kingdom (cont.)
Incidence of actual weekly hours of work among workers aged 20-54,

2005, percentages
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Ireland, Italy, Japan, Luxembourg, the Netherlands, Switzerland and the United
Kingdom. Women rather than men engage in working reduced hours; in
Australia and the Netherlands, only about 15% of male workers work 35 hours
per week or less (Chart 7.1). In fact, Australia and the United Kingdom (and to a
lesser extent Austria, Mexico and New Zealand) have the least concentrated
weekly working hours distributions in the OECD.

Chart 7.1 also shows that long hours are most common in Australia,
Austria, Greece, Japan, Korea, Mexico, New Zealand, Poland, Turkey and the
United Kingdom. There are more women working long hours in Australia,
Austria, Greece, New Zealand, Poland and the United Kingdom than in many
other OECD countries. However, the incidence of long hours among women is
highest in Korea, Mexico and Turkey where more than 40% of women in the
20-54 age group work more than 45 hours per week, and this proportion is over
60% for men in these three countries.”? The hours bands for Japan in Chart 7.1
are slightly different from those for other countries, but nevertheless illustrate
the prevailing long-hours culture with over 40% of male workers and 15% of
females working 50 hours per week or more. More so than in other OECD
countries, the prevailing employment conditions in Japan and Korea imply that
family life is heavily dependent on mothers providing personal care (Box 7.1).

Information on parental working hours is not available on a comparable
cross-country basis, but the presence of children does not often lead to fathers
reducing working hours. Paternal working hours seem to be similar to those for

Box 7.1. In Japan and Korea labour market institutions
and workplace practices restrict maternal employment
and contribute to low birth rates

The male-breadwinner model involved a clear allocation of responsibilities
and time: women spent their time caring for children at home, while men
spent their time at the workplace generating income for the family. In Japan
and Korea, the male-breadwinner notion was transposed into a dichotomized
labour market system of long-term employment relations (which sits well
within the enterprise bargaining system, Araki, 2002) for regular workers who
are covered by bargaining outcomes. Non-regular workers are not covered by
collective bargaining, and their employment conditions are not as good as
those of regular employees. In other OECD countries too, there exist
significant discrepancies in the nature of employment conditions between
regular and other sizeable groups such as casual workers in Australia (though
such workers receive a higher wage in compensation), or workers employed
by temporary work agencies in the Netherlands. However, the differences in
employment conditions in these countries are nowhere near as large as those
between regular and non-regular workers in Japan (OECD, 2003a) and Korea
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Box 7.1. In Japan and Korea labour market institutions
and workplace practices restrict maternal employment
and contribute to low birth rates (cont.)

(for more detail, see Grubb et al., 2007), nor do they have such a significant
and lasting effect on female labour market behaviour.

About 75% of the Japanese workforce and over 85% of male workers, are
so-called regular employees, whereas 65% of non-regular workers are female
in Japan (Statistics Bureau, 2006). Regular employees constitute about 52% of
the Korean workforce; over 62% of male workers and 38% of female workers
(KNSO, 2005). Non-regular workers are on renewable, daily to annual
contracts, in order to carry out a particular job/task, often at relatively low
pay. Regular workers are hired into a firm (not a job), and such workers have
a long-term employment relationship with their employer. Regular
employees are trained in-house and often receive spousal, child and/or
housing allowances that reflect the traditional concern of employers for the
well-being of the families of their male employees. Dismissals tend to be
avoided, and compensation is strongly linked to certified skills (e.g. university
degree), age and tenure, which is seen as indicating loyalty to the firm. There
have been moves to increase the role of performance - related pay and
diminish the role of seniority in setting wages (Morishima, 2002), but these
have so far had only a limited effect.

In return, for long-term employment, regular employees accept a “flexible”
adjustment of working conditions. Workers signal their commitment to their
employer and career by putting in long hours, including unpaid overtime, and
taking less leave than that to which they are entitled. Many regular workers
believe that a failure to signal complete devotion to work is inadvisable in terms
of career progression and remuneration. Regular employees in Japan often
hesitate asking for payment of overtime and taking up their full leave
entitlements (Section 7.2.1). Such work patterns are unattractive to mothers (and
fathers, for that matter) who wish to devote part of their time to rearing children.

About half of Japanese enterprises with more than 5 000 employees have
adopted a “career-track system” that employs regular employees into one of
two broad career streams: the fast-track “sougou-shoku” (where workers are
groomed for management, with employment conditions generally involving
longer working hours and transferability whenever the employer so desires)
and the more routine track of “ippan-shoku” workers. Only 3.5% of “sougou-
shoku” workers are female, while in just over half of all companies only men
are in this stream.

Differences in employment opportunities between men and women

continue over the life course, as many employers in Japan and Korea expect
women, regardless of their level of educational attainment to withdraw (at
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Box 7.1. In Japan and Korea labour market institutions
and workplace practices restrict maternal employment
and contribute to low birth rates (cont.)

least temporarily) from the labour force upon marriage and/or childbirth,
despite the fact that social policies are in place for women who would rather
retain their career. Employers are therefore less likely to invest in female
workers and their career prospects. To some extent this is a vicious circle. As
female workers have limited incentives to pursue a career if they perceive the
likelihood of advancement to be more limited than for men, they are more
likely to leave the labour force upon childbirth.

Furthermore, “mother returners” who, after having withdrawn from the
labour market to care for children then return to work, often end up in (part-
time) non-regular employment (as “incentivised” by the social security
system in Japan; spouses who earn less than about one/third of average
earnings do not have to pay social security contributions for their
entitlements, Chapter 4). Once in non-regular work it is difficult to get (back)
into regular employment. Sometimes this is because of age-related entry
barriers into occupations. For example, to work as a regular public childcare
worker in some municipalities an applicant has to be younger than 28 years
of age, if not only non-regular employment contracts can be obtained. There
are large wage gaps: on average, a female non-regular worker earns 33% less
than her regular counterpart does. Under these conditions it is no surprise
that women who wish to pursue a career frequently decide not to have
children, while potential “mothers returners” will be tempted to stay at
home, if family income allows it, rather than engage in jobs that are often low
in job-content compared with their potential.

men in general, but in some countries fathers work longer hours than men in
general. For example, in the United Kingdom, fathers on average work three more
hours per week (Stevens et al., 2004). As illustrated in Chapter 3, mothers with
very young children are more likely to work part-time than women in general.

Workplace cultures which involve long-working hours can cause stress in
the home life of their employees. Chart 7.2 shows that 20% of the workforce
aged 30-44 (persons in this age group are most likely to have responsibilities
for young children) in European countries experience medium or high levels of
work-life conflict (EFILWC, 2007).3 The proportion of workers with medium or
high conflict levels increases to almost 40% for Greece and Turkey (which,
coincidentally or not, are countries with relatively long weekly working
hours). Directly comparable information is not available for the non-European
OECD countries, but Duxbury and Higgins (2003) suggest for Canada that about
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Chart 7.2. The majority of workers do not face major conflicts
in their work/life balance

Degree of conflict between working hours and family and/or other social commitments,
age group 30-44, 2005
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Source: EFILWC (2007).

40% of the Canadian labour force experiences at least moderate levels of
conflict in balancing their professional and personal lives.

Differences in work-life conflict levels do not differ much between part-
time and full-time employment, but employees who work more than 55 hours
per week experience medium to high levels of work-life conflict most
frequently (Annex Table 7.A1.1).

7.1.1. Regular full-time weekly working hours and annual leave
entitlements

Most OECD countries stipulate maximum or “normal” working hours in
labour legislation (there is also legislation at the European Union level) and
generally also set a minimum employee entitlement to paid annual leave,
thereby influencing the actual number of annual hours worked. The
establishment of a normal (or standard) full-time workweek, generally refers to
the threshold above which overtime becomes payable (Gornick and Meyers,
2003). Some European countries establish normal weekly hours through
legislation and collective agreement, while others regulate maximum hours
with collective agreements determining “normal hours” (Table 7.1). Some
European countries set their maximum weekly hours at the 48 hours specified
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Table 7.1. European workers often have seven weeks of paid holidays per annum
Statutory and collectively agreed weekly working hours and annual leave, 2005

Weekly working hours Days of paid annual leave
Staltutory1 Normal Collectively S_taltutory2 Collectively Public holidays®
maximum agreed (average)| minimum agreed (average)
Australia 48 38 .. 20 . 81010
Austria 40 .. 38.8 25 25 10
Belgium 38 38 38 20 8
Canada 485 408 . 100 20 . 10
Czech Republic 40 38 20 25 8
Denmark 48 37 25 30 9
Finland 40 .. 37.5 20 25 10
France 48 35 35 25 25 11
Germany 48 37.7 20 30 9
Greece 48 40 20 23 10
Hungary 48 40 20 6
Ireland 48 .. 39 20 9
Japan .. 40 394 1010 20 .. 15
Italy 48 40 38 20 28 10
Korea 44 .. 81020 .. 14
Luxembourg 48 39 25 28 10
Netherlands 48 37 20 25.6 8
New Zealand (15) 208 . 11
Norway 40 375 21 25 8
Poland 40 40 20 .. 11
Portugal 40 38.3 22 245 12
Slovak Republic 40 38.6 20 21.3 12
Spain 40 .. 385 22 .. 11
Sweden 40 40 388 25 33 9
Switzerland 45 to 507 . 20 to 25 . 8
United Kingdom 488 .. 37.2 20 24.6 8
United States 40 0 10

1. In the context of working time flexibility, working hours can exceed the statutory maximum as long as they adhere
to the statutory maximum on an average basis for a given reference period. For example, in Austria, weekly hours
may be varied up to a maximum of 50 over a reference period, if an average 40-hour week is maintained (Carley, 2006
for a detailed overview of practice in Europe), while in Canada weekly working hours can be longer than 48 hours per
week, as long as they average 48 hours over a two-week period (Federal Labour Standards Review, 2006).

2. In Canada, Japan, Korea and Switzerland, the length of minimum holiday entitlement increases with tenure.

3. For federal countries, this is subject to variation across cantons/provinces and states. Typically, these
jurisdictions recognize one or two additional public holidays, but in the Canadian province of
Newfoundland there are six additional public holidays.

4. Maximum workweek, subject to Australian Industrial relations Testcase decision which stipulates that an
employee may refuse to work overtime because the working of such overtime would result in the employee
working hours which are unreasonable having regard to i) any risk to employee health and safety; ii) the
employee’s personal circumstances including any family responsibilities; the needs of the workplace or
enterprise; iii) the notice (if any) given by the employer of the overtime and by the employee of his or her
intention to refuse it; and iv) any other relevant matter.

This is the Federal standard; normal and statutory maximum working hours vary across provinces.

20 days from 1 April 2007 onwards (beforehand 15 days).

45 hours for industrial enterprises and employees, 50 weekly working hours for all others.

Individual workers can opt-out of the weekly working time limits.

Source Australian government (www.workchoices.gov.au); European Industrial Relations Observatory (EIRO) on line

(www.eurofound.europa.eu/eiro); Gornick and Heron (2006); Human Resource and Skills Development Canada

(www.hrsdc.gc.ca/asp/gateway.asp?hr=en/lp/spila/clli/eslc/01Employment_Standards_Legislation_in_Canada.shtml) and

Canadian Heritage (www.pch.gc.ca/progs/cpsc-ccsp/jfa-ha/index_e.cfm); International Labour Organisation, National

Labour Law Profiles, Republic of Korea and the Swiss Confederation (www.ilo.org/public/english/dialogue/ifpdial/info/

national/index.htm); and New Zealand Department of Labor, Employment Relations (www.ers.govt.nz/).

0 N o !
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in the EU working-time directive, but about as large a group of European
countries set a limit of about 40 hours, and working time flexibility schemes
allow weekly hours to vary around an average over a reference period (see notes
to Table 7.1). In France, 35 hours per week is the “norm”, and in many European
OECD countries it ranges between 37 and 39 hours per week. Both Japan and the
United States set statutory normal hours at 40 hours per week. In the United
States, however, the Fair Labor Standards Act (FLSA) excludes about 27% of full-
time workers from entitlement to overtime, including managers and
supervisors and those over specified earnings limits (Gornick and Heron, 2006).

Policy also influences the number of days worked per annum through
statutory holiday entitlements and public holidays. Most OECD countries set a
statutory minimum (in many European countries that is at least 20 days per
annum in line with the 1993 EU Working-Time Directive). In practice, European
workers are typically entitled to around 30-35 days per year of paid vacation,
when including public holidays; correspondingly full-year work amounts 45 to
46 weeks a year. In New Zealand, paid annual leave entitlements were extended
to four weeks in April 2007, leading to about 30 annual days, while in Japan and
Korea the relatively high number of public holidays ensures that the overall
number of holidays is comparable to practice in Europe.

Workers in Japan are entitled by law to ten vacation days after six months
of continuous service, increasing with length of service to a maximum of
20 days; in addition there are about 15 public holidays in Japan. The FLSA in
the United States does not stipulate a minimum entitlement of paid annual
leave. However, the longer tenure is, the more holidays. Most Australian,
European, New Zealand and North American workers will use their holiday
entitlements: in Japan, average take-up is substantially below what workers
are entitled to: in 2002, paid leave entitlements amounted to an average of
18 days paid leave per worker, of which only 48% was used (OECD, 2003a).

7.1.2. Policies to strengthen the position of part-time workers

Since the 1980s part-time work has become a widely used labour market
feature in many OECD countries (Chapter 3). Part-time employment
opportunities may have been promoted for different reasons across countries,
time and employment sectors, including: particularly during the 1980s, an
emphasis on combating unemployment by spreading available work on as
many people as possible; flexibility of production of services; and, pursuing a
better reconciliation of work and family commitments. In France, the
rationale for reducing working time to 35 hours per week included supporting
a more even distribution of paid and unpaid work between men and women
(Fagnani and Letablier, 2004), while in the Netherlands (Claassen, 2007) both
work/life balance and gender-equity objectives are fuelling a debate on a full-
time 30 hour working week (Box 7.2).
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Box 7.2. Men, women and time to care

The total amount of time spent by men and women in paid and unpaid is
about the same In the United States and many European countries, except
Italy and possibly some other southern European countries (Burda et al.,
2007). However, women do more unpaid (domestic) work (and take leave to
care for children) than men. There is some economic logic to this as in couple
families the husband typically earns 33-66% (see Chapter 3) more than his
spouse, so the opportunity cost to households of caring is less if women
reduce their labour force activity.

In European countries, fathers on average spend less than five hours per
week on caring for children, while this is closer to eight hours per week in
Nordic countries, the Netherlands and Switzerland. In these countries
mothers spend on average twice as much time as men on caring for children,
while in general across Europe this is about 2.5 to 3 times as much (data do
not include time devoted to unpaid housework, EFILWC, 2007). Among
married couples in the United States in 2002, mothers spent about 3.4 hours
per day caring for children, while that was 2.7 hours per day for fathers (up
from 1.8 hours in 1977 (Families and Work Institute, 2004). Even among dual-
earning couples, men spend far less time than their partners in both
housework and childcare-giving. Often fathers’ involvement in basic
childcare tasks - e.g., feeding, bathing, dressing children - is especially
limited. The long working hours in Korea and Japan, combined with long
commuting times in urban areas (and for men at least, the culture of
socialising with colleagues after working hours), means there is little time for
fathers to be involved in housework chores. Indeed, in 2001, Japanese men
with non-employed spouses contribute about 18 minutes a day to housework
and care (Ministry of Internal Affairs and Communication, 2001) compared
with an average of about half an hour for Korean men (KNSO, 2005).

In response to the increased incidence of part-time work, policy makers
in the majority of OECD countries have moved to introduce legislation which
enshrines the equal rights of part-time workers. Such legislation includes
stipulating pro rata pay and benefits between part-time and full-time workers,
and/or enabling (groups of) workers (see above) to shift from full-time to part-
time work and vice versa without being forced to change jobs. The effects of
part-time legislation on part-time work rates and/or part-time workers’
remuneration are not well known. Bardasi and Gornick (2002) suggest that
such measures may also have contributed to smaller part-time/full-time wage
differentials than exist in countries without such legislation.

As the incidence of part-time employment has grown, so has the incidence
of non-standard work schedules, with less control and less predictability of
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working times for working parents. An increasing number of employers across
the OECD (often in Europe, with the most prescriptive legislation in this regard,
see above) are operating various “annualised hours” schemes (EFILWC, 2006),
which allow for an averaging of working hours over periods of time longer than
a week - and, in some cases, up to a year. Annualised hours arrangements are
often favoured by employees’ representatives and offered in compensation for a
reduction in total work hours (Kouzis and Kretzos, 2003).

For workers with family care responsibilities, even with reduced total
hours, having a non-standard, uncontrollable and/or unpredictable schedule
can make reconciling work and family responsibilities difficult. Controlling for
total hours worked, conflict is also significantly higher when daily hours vary,
work days per week vary, starting and finishing times vary, if schedules
change with little or no notice, or if workers have little control over their
working hours. Working atypical hours may be necessary to square work and
care commitments, but most parents would prefer to work predictable
standard hours (La Valle et al., 2002; DARES, 2004). On the basis of evidence for
France, Fagnani and Letablier (2004) conclude that it is not sufficient to reduce
working time for there to be an improvement in the daily lives of working
parents; the scheduling of hours, and the processes governing that
scheduling, matter a great deal.* Enforceable minimum notification periods
for changes in working schedules and/or time-bank agreements that divide
control over scheduling between employers and workers can play an
important role in ensuring that the potential advantages for parents of shorter
work hours are not offset by scheduling issues.

One option to manage work/life balance for parents in dual-earner
families is to organise their individual work schedules in tandem to ensure
continuous parental care (shift parenting). In Canada, nearly half of all dual-
earner couples with children are organised such that both parents are working
in shifts. Nearly half of all British fathers work before and after school hours,
while mothers who work atypical hours are more likely to be working on
weekends, presumably when spouses care for children.

7.2. Flexible workplace practices

Family-friendly arrangements in firms are defined as practices facilitating
the reconciliation of work and family life, which firms introduce to complement
statutory requirements. Family-friendly arrangements can include:

® Changes to work arrangements for family reasons include reductions in
working hours (part-time work and/or job/sharing), term-time only working
contracts, teleworking,5 working at home, and flexible working time
arrangements (including working a full-time working week but at non-
standard hours).
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® Leave from work; includes provisions for extra-statutory maternity,
paternity and parental leave support, career breaks, leave saving, leave to
care for elderly relatives, and emergency leave to deal with a sick child or
problems with childcare arrangements.

@ Support with child and out-of-school care and elder-care costs.®

7.2.1. Flexible working hours

Flexibility in working time allows parents to adjust their schedules to co-
ordinate with school or childcare centre hours. Comprehensive cross-national
data are not available for OECD countries, but the different sources illustrate
some common patterns in flexible workplace practices, of which part-time
employment and “flexible hours” are the most common forms. In Australia
in 2005, 41% of Australian Workplace Agreements (AWAs) included provisions
for flexible use of paid annual leave, 25% for part-time work and 16% for
working from home. This was higher for AWAs among working mothers: 44%
had flexible hours; 35% involved part-time work, and 17% involved working
from home (Australian government, 2006). In the United States many employers
report they allow for career breaks for staff, while a gradual return after
childbirth and flexible timing of daily working hours are the most prevalent
forms of flexible workplace supports for employees at work. Compressed
working weeks, e.g. working four days per week; job-sharing, e.g., 2.5 days per
week, are also fairly widespread, but teleworking is not (Table 7.2). Teleworking
is also uncommon in Europe (EFILWC, 2007). In contrast to employer-provided
childcare support, large enterprises (1 000+) are less likely to grant flexible
worktime practices than workplaces with 50 to 100 employees. Smaller
companies in Canada also appear to be more amenable than large employers to
creating flexibility in working hours for their employees (Annex Table 7.A2.2).

Many Canadian and UK firms provide a host of time-related policies to
help parents, with the most common option being part-time work, as offered by
around 75% of employers, followed by flexible hours (see annex tables). Large
employers in the United Kingdom, especially those within the public sector, are
most likely to offer alternative family-friendly policies such as term-time
employment (i.e. work-schedules in parallel with school calendars) and job-
sharing. Since the late 1980s, a growing number of collective agreements
covering large Canadian companies include flexible work arrangements such as
job-sharing (10%) and compressed working time (20%). About a quarter of
employees in Ireland, Italy and the United Kingdom are able to vary the start
and end of their daily work-schedule, while across Europe the equivalent
proportion is reported to be around 16%, with the larger enterprises leading the
way (EFILWC, 2006).
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Table 7.2. Access to flexible workplace practices in the United States

Percentage of employees in the United States with access to flexible workplace practices, 2005

Responses from human resource directors'

Where applicable to all

Types of flexible workplace practices available: Applicable Applicable (or most) employees
to only some  toall or most
employees (%) employees) (%) |  Firmsize Firm size
=50-99 (%) =1000+ (%)

Flexible start and end of daily work (periodical) 68 33 37 26
Flexible start and end of daily work (daily) 34 13 17 4
Job share 46 13 15 4
Compressed week 39 10 12 8
Telework (periodical) 34 3 3 2
Telework (occasional) 31 3 4 2
Career breaks for care giving/family responsibilities 73 57 53 48
Gradual return after childbirth 86 67 66 49
Childcare provided at/near workplace2 7 5 17
Childcare for school age children on vacation? 3 3 8

1. Sample: 1 092 employers with 50 or more employees (66% for-profit and 34% non-profit organisations).

2. Applicable to all employees.
Source: Bond et al. (2005).

7.2.2. Employer-provided leave

Much of the employer support in terms of parental leave depends on the
nature of publicly available parental leave supports (Chapter 5). In the United
States where such support is not available, only 12% of companies offered paid
maternity leave (over and above income support by short-term disability
payments in some States, Chapter 5). Paid maternity leave was taken by just
over a quarter of working mothers, with a similar proportion taking unpaid
leave. About 20% of mothers used paid annual leave, sick leave or disability
benefits, while 25% of mothers quit their jobs (Catalyst, 2006a and 2006b). In
Switzerland, a country where paid maternity insurance was only introduced
in 2005, some large employers are increasingly aware that making paid work
more attractive to mothers with very young children can keep them in their
workforce. Some companies are considering an increase in the duration of
maternity pay towards five months, as otherwise they find that many mothers
decide not come back to work. In Switzerland, as in many other countries
visited in the course of the OECD Babies and Bosses reviews, enterprises also try
to strengthen workplace attachment among parental leave-takers by keeping
them informed about workplace developments, through newsletters, regular
meetings, etc. to increase the likelihood of return to the original employer
when leave expires.
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“Leave saving” is a hybrid of taking leave and working flexible hours.
About a quarter of European enterprises report they have schemes which
enable flexible working hours to be combined with compensation in the form
of paid leave (EFILWC, 2006). In the Netherlands, arguably the OECD country
where public involvement in time-related employment supports is most
intensive, legislation allows holiday entitlements to be cumulated without
loss over a period of five years, giving the possibility to build up extended paid
leave periods. Employees can save earnings or leave worth up to 12% of gross
annual earnings to use at a later stage for a period of at maximum one year,
and the saved amount can be also be sold and paid out as salary during the
period of leave. Often these arrangements are covered by industrial bargaining
(11% of Australian Workplace Agreements include provisions for flexible use
of paid annual leave, Australian government, 2006) or arranged informally at
the workfloor. The practical importance of such measures is likely to be
underestimated by the available statistics.

7.2.3. Enterprise childcare support

By its very nature only large companies are big enough to organise on-site
childcare facilities. Only a few do so; about 3% of all companies in Japan with
more than 30 employees; for the United States, Bond et al. (2005) report that
17% of large employers (1 000+ employees) offered childcare at or near the
worksite, compared to 5% of small employers (50-99 employees). Across
Europe, such support is limited, except for large enterprises (over
500 employees) of which 13% offered childcare facilities (EFILWC, 2006).

Of course, employers could help employees with their childcare costs or
pool resources amongst each other (e.g. per industry or sector) to buy childcare
places. This latter model is uncommon, except, in the Netherlands, where
public policy aspires that the cost of formal childcare is paid in equal shares by
parents, the public and employers for one-third each. Prior to recent childcare
reform, about two-thirds of the industrial agreements included childcare
support provisions for employees. Since 1 January 2005 employers were
expected to contribute to the financing of the childcare support that is paid to
working parents through the tax system, but as only 64.7% did so in May 2006
(and as it was deemed unrealistic to expect that 90% of employers would make
this contribution by 2008), public authorities have moved to make employer
contributions towards childcare support paid by the tax authorities mandatory
since 1 January 2007. Employers are expected to cover at least one-sixth of the
costs of childcare (this can be as stipulated in collective agreements), which
translates into a contribution of 0.28% of gross wages up to an hourly maximum
(Ministerie van Financién, 2007).
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7.3. The business case for family-friendly workplaces

There is potentially a “business case” for employers to introduce family-
friendly policy measures. This is because such measures can contribute to the
quality of the enterprise workforce by retaining some workers who would
otherwise quit (and increase the likelihood that mothers return to the same
firm upon expiry of maternity leave),” and by attracting those workers who
value family-friendly workplace support. Both these factors contribute to a
reduction in recruitment and training costs. Family-friendly support may
diminish stress among working parents (Box 7.3), reduce absenteeism and
improve worker loyalty; all these factors contribute to motivation, flexibility
and productivity of the workforce (for example, Comfort et al., 2003; Duxbury
and Higgins, 2003; Gray, 2002; and Nelson et al., 2004). Furthermore, policies

Box 7.3. Stress in workplaces

Sources of stress in the work and home environments have been found to
negatively affect an individual’s physical and psychological health and may, for
example, lead to substance abuse, depression and gastrointestinal disorders,
or, at the organisational level, increased employee absenteeism, high turnover,
poor work performance, job dissatisfaction and low firm loyalty.

“Work/family stress” can be related to worries about child- and/or back-up
care arrangements and their quality and parental after-school hours
concerns (Barnett and Gareis, 2006). Stress frequently occurs due to the high
psychological job demands (i.e. high output required) combined with low job
decision latitudes or low perception of control. Non-professional and non-
managerial workers with high demand/low control jobs (e.g. restaurant/
hospitality work, data entry, assembly line, clerks, administrative support
staff) are most likely to have a relatively high work life conflict (Duxbury et al.,
1999). In Canada, women reporting high work life conflict are much more
likely to be unsatisfied with their jobs, have a higher rate of absenteeism, and
have a higher level of perceived stress and experience burnout and
depression. In the United Kingdom, nearly half of all long-term sick absences
from work for non-manual workers are due to stress (CIPD, 2004).

Estimates suggest that, in 1995, stress-related absenteeism costs companies
more than GBP 3.7 billion per year, but workers’ perceived stress levels have
more than doubled since that study was conducted (Hewitt, 2004). Canadian
estimates of the direct and indirect costs of workers with high work-life conflict
(e.g. absenteeism, inability to meet deadlines, temporary worker replacement of
worker, reduced productivity) are between USD 3.9 billion and USD 8.7 billion
per year (Duxbury and Higgins, 2003). Employers thus have a financial case for
considering workload intensity of workers and management practices.
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that enable women to reach management positions will help the employers to
access a greater pool of skilled workers. It is also possible that parents may
value provisions such as flexibility in working hours by more than the cost of
employers of providing them, reducing total remuneration costs to those
employers who provide them. All these possible outcomes will increase
profitability, so assuming that the various theories reflect reality, employers
should be falling over themselves to introduce family-friendly work practices
voluntarily. That actually they are not suggests either that the theories are
over-optimistic, or else that there are some other reasons why workplaces
cause parents problems.

The various arguments suggest that the business case for more family-
friendly workplace support is going to be strongest when workers are difficult and
expensive to replace, so there are greater incentives to keep the workers that are
in situ. The more skilled are workers, the greater the costs of replacing them.
There is indeed evidence that women working in a technical or professional
capacity do have more access to family-friendly workplaces. Furthermore, as it is
mothers who have most difficulties in reconciling work and family life, the
greater the proportion of women already employed in a business, the greater the
potential gains from having a family-friendly workplace. There is also an issue of
size: large companies find it easier to manage flexibility in hours than do, for
example, many small and medium-sized enterprises, which do not have the
financial and organisational capacity to implement family-friendly workplace
practices.® So we might expect that large employers of high-skilled women are
going to be in the vanguard when introducing family-friendly workplaces, with
small employers of low-skilled men being laggards. Evidence (Edwards et al., 2003)
suggests that this is indeed the case.

Other than this, family-friendly workplaces might not exist as often as
they should because of some form of market failure. For example, it could be
that firms are ignorant of the potential benefits of such policies, a belief that
has motivated many government-sponsored initiatives across the world, as
will be described below. Further, it might be that prejudice (against women, or
parents of children) blinds some people against implementing such measures.
As possible evidence in favour of such an assertion are findings that firms
with an avowed Equal Employment Opportunities policy and where there are
a relatively high proportion of female managers are much more likely to
implement family-friendly workplaces.

Another potential reason for the slow dissemination family-friendly work
practices is that parent’s preferences for such measures are not necessarily
given voice by unions in negotiations. The Babies and Bosses reviews noted that
unions (whose leadership has had a male dominance)® were often not
particularly active in demanding family-friendly provisions. Even when such
demands were on the table at the start of negotiations, they were often not
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pushed at crucial stages in the endgame of negotiation processes. Hence,
progress in extending family-friendly work practices via collective
negotiations has not been rapid. Indeed, sometimes conflict within the union
movement has prevented progress. In Denmark, the union of metalworkers,
with only a few female members, opposed a more general sharing of
contributions to maternity insurance across the unionised workforce as this
would increase the cost of such provisions to its own members.'0

If market failures mean that potentially desirable opportunities for
introducing family-friendly workplaces are not being exploited, it should be
possible to identify this — companies which have such measures should, other
things being equal, be more profitable than those which do not.

Empirical evidence on this is mixed and, as might be expected, differs
according to the measure in question. Apart from additional costs generated
by hiring (and training) replacement workers to maintain productivity and
output levels, introducing flexible work schedules may be more expensive
than existing (shift) production processes. Moreover, there is no “one-size-fits-
all”, as different measures fit better in different workplaces. For example,
teleworking and working during school-terms obviously do not fit all
production processes, and job-sharing fits better in one workplace than the
other. This contributes to some ambiguity in the evidence on the use of some
measures. For example, Meyer et al. (2001) found that job-sharing has a
negative effect on profits because of the associated diseconomies of scale,
Gray (2002) found that job-sharing can have a positive impact on enterprise
productivity, but less so than measures (flexitime) which support a more
visible and full-time workplace engagement of the worker. As shown above,
revealed preferences for part-time work and flexible work-schedules have
been most successful matching labour supply to shifting demand for labour,
and allowing firms to tap (mainly female) labour supply.

Overall, hard-nosed evidence to support the business case for family-
friendly policies is not overwhelming. Indeed, it appears that initial
expectations on the effects of introducing work/life balance measures were
overly optimistic. Bloom and van Reenen (2006a) find that there is a positive
correlation between productivity and worklife balance, but when controlling
for good management practices (Bloom and van Reenen, 2006b), the positive
effect disappears so that the correlation between enterprise productivity and
work/life balance policies is “essentially zero”. There are a number of ways in
which this evidence can be interpreted. The most straightforward is that the
various claims of their being a business case for family-friendly work practices
are overstated. An alternative is that the potential gains do exist, but there are
also possible disadvantages — for example, some employees see flexibility in
employment measures which are restricted to parents as unfair, because they
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may face additional work burdens because of parents taking advantage of
measures to which they themselves are not entitled.

In sum, while it seems likely that some further increase in voluntary
introduction of family-friendly workplaces will occur due to market pressures
and bargaining between employers and unions, it is probably unrealistic to
expect such practices to become quasi-universal. One possible response is to
accept that the market is the ultimate arbiter of the worth of the case for family-
friendly workplaces and to (continue to) leave this to unions and employers to
regulate as they see fit. There are, however, two reasons why, even if the business
case for family-friendly workplaces is unproven, governments may nevertheless
wish to intervene to ensure their more widespread diffusion.

The first reason is that there may be “externalities” to the results of the
bargaining process. For example, policy makers may be concerned about the
decline in birth rates and demographic trends, but these issues are not of
immediate interest to employers and unions and are thus unlikely to feature
prominently in the industrial bargaining process. Similarly, institutions in
male dominated sectors are likely to lack incentives to pursue gender equity
objectives. However, governments are interested in giving both fathers and
mothers sufficient time to spend at work and with their children because this
helps to sustain birth rates, strengthens future labour supply and reduces
child poverty risks.

The second reason why governments may wish to intervene in
negotiations for family-friendly workplaces is to ensure that access to them is
equitable. As described above, it is possible or even likely that only some
employers will introduce such measures, for only some employees
- particularly those who are high-skilled. If this is unacceptable to policy
makers, then they may wish to ensure that workers with weak bargaining
positions also gain access to some family-friendly measures to which they
might otherwise not have had access.

The next section will discuss how governments might intervene in the
bargaining process, but before turning to this issue it is worth considering
what will happen if only some workplaces are family-friendly. Those workers
who want to adjust working hours to match care commitments will gravitate
towards working for family-friendly enterprises and/or sectors, which
commonly provide certain types of support (flexible schedules, part-time
employment, paid leave and care days to care for sick children). For example,
Nielsen et al. (2004), illustrate that women “self-select” into public sector
employment which has more favourable family-friendly working conditions
and a lower wage penalty for having children. However, “signalling” of this
sort may reduce maternal career advancement and earnings progression. For
example, in the legal service sector in Canada (a sector with many female
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workers in an economy with a relatively high proportion of female managers,
Chapter 3), half of the women who work flexible hours feel they pay for this in
reduced career progression (Catalyst, 2006c).

7.3.1. Public intervention towards more work/life balance support
in workplaces

Encouragement

Apart from setting standards in weekly working hours and paid annual
leave and legislation protecting the employment conditions of part-time
workers (see above), governments have a number of instruments through
which they can influence the outcome of industrial bargaining process in
order to promote family-friendly workplace policies.

One obvious way is to use their own powers as the largest employers in
most OECD countries. Public-sector employers may lead by example, making
it more likely that public sector employees have access to family-friendly
workplace support than the average private sector employee. On the other
hand, as described above, smaller, male-dominated, less-skilled private sector
workplaces are often more hesitant to implement these practices.

Policy intervention towards more family-friendly workplace support
often concerns initiatives to supporting non-controversial information
campaigns and other non-binding initiatives to increase awareness of the
merits of family-friendly policies, including prize winning award competitions
for best practices in enterprises and/or provide some financial assistance to
enterprises which make family-friendly support available. The Swiss
authorities have gone so far as to prepare a comprehensive “Work and Family
handbook” which outlines the business case, provides an overview of possible
workplace measures, address issues as overcoming resistance to reform while
presenting various examples of enterprise practices on the implementation of
different family-friendly workplace measures (SECO, 2007).

An equally non-binding, but a more innovative approach pursued in
some OECD countries involves measures (e.g. partial subsidisation) that
promote the provision (on consultancy basis) of practical and tailored advice
to improve workplaces practices. For example, the so-called Family and Work
Audit in Austria provided financial incentives to participation with 90% of fees
being reimbursed for companies with up to 20 employees, down to 25% for
companies with over 500 employees. The Audit focuses on the needs of
individual companies rather than setting benchmark standards for all
companies. It looks at ten areas including working time, workplace practices,
management competence, personnel development and support services. The
strength of this initiative lies in its structured involvement of workers and
management, and the possibility of regular follow-up, with an external
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auditor assessing achievements (the process can then be repeated to ensure
the ongoing nature of the process). However, there is not much evidence that
such initiatives have become widespread.!!

Legal requirements

Therefore, in some countries, policy has moved beyond encouragement
to extend access to family-friendly workplace support to many low-income
workers whose bargaining position is relatively weak. Already in 1978 Swedish
policy gave parents with children who are not yet in primary school (i.e. under
eight) the legal right to work six hours a day (at pro-rated pay). Germany, for
example, now grants the right to work part-time to employees in enterprises
with 15 or more workers; while the Netherlands enacted the right to change
working hours for employees in enterprises of ten of more workers. Belgium
grants employees the right to work 80% of normal hours. In most cases, these
regulations give employers the right to refuse the requested change in
working hours on business grounds subject to judicial review.

There are other ways of using legislation to enhance family-friendliness in
workplaces. Recognising that flexibility in workplaces is hard to legislate, the
Japanese 2001 “Law on Childcare and Family Care Leave” stipulates that firms
must take at least one measure out of five options (short-time working hours,
flexitime, adjustment of time to start/end work, exemption of non-scheduled
work, setting up and operation of a childcare centre) to assist employees who
are bringing up a child not yet three years old.

UK legislation provides another option between encouragement and direct
legislation of entitlements: it grants British parents with children under age six
the legislated right to request flexible working hours. Legislation does not
guarantee parents an entitlement to part-time work, although these requests are
often granted. The law forces employees to motivate their request, while
employers have to justify any refusal. This forces both parties to better explain
their motives and thus enhances workplace communications, and is flexible
enough to focus on measures that suit the workplace and the worker, but
obviously involves costs to both parties when recourse to judicial proceedings is
sought.

7.4. Conclusions

Family-friendly workplaces are essential for the reconciliation of work
and family life. There is a potential business case for family-friendly measures
as they may improve the quality of the enterprise-workforce, reduce
recruitment and training costs, diminish stress among employees, reduce
absenteeism and improve worker loyalty; thereby contributing to greater
flexibility, productivity and profitability of the enterprise and its workforce.
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The business case is strongest for enterprises that employ workers that are
difficult and expensive to replace, that already employ many women, that are
large, and public employers often taking a lead role.

However, the Babies and Bosses reviews found that while employers who had
introduced such measures were enthusiastic about their effect, hard evidence on
the positive effect of family-friendly policies on productivity is not overwhelming.
As a result, access to family-friendly workplace support is unequal. The vast
majority of firms have only introduced a limited set of family-friendly workplace
practices, and beyond part-time work, flexible working schedules, days to care for
sick children and some cases of employer-provided paid leave, the prevalence of
other family-friendly practices, such as teleworking, employer-provided childcare
support, school-time working is limited.

Governments are generally reluctant to override outcomes of industrial
bargaining processes, but they may be compelled to do so, because of
“externalities” to the bargaining process which hamper the pursuit of public
policy objectives. For example, policy makers may be concerned about, for
example, the decline in birth rates or demographic trends, but these issues are
not of immediate interest to employers and employees and therefore did not
feature prominently in the bargaining process, which determined workplace
outcomes. Equity concerns about limited access among low-income workers
to workplace supports may be another reason for government intervention to
extend coverage of family-friendly measures.

The reluctance among governments to intervene in industrial bargaining
processes means that in many countries, authorities often limit themselves to
information campaigns or other initiatives to increase awareness on the
merits of family-friendly policies. The Babies and Bosses reviews found that
publicly supported “consultancy” initiatives which provide tailored advice to
companies are an innovative way of fostering family-friendly workplace,
especially when they included re-assessment to ensure long-term enterprise
commitment. However, there is not much evidence that such initiatives have
become widespread.

Some countries have started to formalise legally family-friendly practices
which already existed in many workplaces. For example, Germany, the
Netherlands and Sweden, have moved to legislate entitlements to changing
working hours, Japanese law stipulates that firms must take at least one
measure out of five options (most of which are working time related), and
UK policy grants parents with children under age six the “right to ask” for
flexible working hours.

All these initiatives can impose labour costs on individual employers.
However, when family-friendly workplace support is provided by employers
on a voluntary basis and/or after agreement with unions, access to such
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support is unequal, with many workers in a weak bargaining positions
missing out. The “right to ask” is a middle way approach for consideration in
other countries as it emphasises employer and employee involvement, does
not involve a “one-size-fits-all” solution, and extends access to many low-
income workers.

Notes

1. The OECD definition of part-time employment refers to persons who usually work
less than 30 hours per week in their main job (OECD, 2007c).

2. Data from a different source for Japan show that 65% of male Japanese workers
aged 25-54 worked more than 43 hours per week in 2001 (OECD, 2003a).

3. Chart 7.2 includes responses from all workers, not just working parents. Hence, at
least part of the reason why some countries with low birth rates (Austria, Germany
and Switzerland) have low conflict levels is purely statistical. A further explanation
is that where mothers are in effect forced to give up their careers if they have
children, there is by definition no conflict between working hours and family
commitments.

4. Fagnani and Letablier (2004) report findings from a survey among French parents
with young children about the impact of the 35-hour law on their ability to balance
work and family (and annualised hours schemes are not uncommon in France).
Almost two-thirds of employees with standard working schedules report that the
35-hour week has made it easier for them to reconcile work and family life while
this is only half of those who work non-standard schedules (i.e., evenings, nights,
weekends).

5. Modern communications technology allows easier and faster communications
between off-site employees and their enterprises. However, teleworking has not
become as important as initially thought by its advocates, with the exception
perhaps among enterprises in the communication services industry.

6. Bond et al. (2005) report that 79% of US employers say that they provide paid or
unpaid time off for employees to provide elder care without risking their jobs, and
this proportion is universally high across firms of all sizes.

7. For example, a large British avionics company which developed a human resources
package consisting of home working, career breaks, part-time working, term-time
working and job share was able to decrease stress-related absences by 15% and
increase the number of mothers retuning from maternity leave by 35% (DTI, 2004).

8. Though small business may be more flexible in responding to the special needs of
their workforce, reflecting the close proximity of owners/managers and employees.

9. Workplace practices and working-time policies operate in diverse institutional
frameworks across the OECD (EIRO, 2007; and OECD, 2002a, 2003a, 2004a,
and 2005a) but with increased decentralised bargaining, union membership has
fallen in many countries over recent decades. Except in Nordic countries,
unionisation among men is generally higher than for women. In Finland and
Sweden, however, almost 80% of the female labour force is unionised compared
to 70 to 75% of men. Part-time workers (predominantly female, Chapter 3) are less
likely to be unionised (and even less likely to be active in a union), but a relatively
rapid decline in male membership has reduced the gender unionisation gap,
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although men still make up the majority of members in European countries with
low to medium unionisation rates (Carley, 2005). In 2004, the US unionisation rate
was 13.8% for men and 11.1% for women.

10. In Denmark, many employers provide maternity pay, which in effect makes
employing women relatively more expensive. Some unions would like to arrange
for employers to make collective provision for maternity pay, so that males as well
as females contribute to the costs. Instead, the metalworkers union prefers to run
a scheme for provision of maternity pay just for their members, and given that
only 1-2% of the members of this union are women, the necessary levy is very low.
Collective provision across industries would involve net transfers from male-
dominated sectors to female-dominated sectors, so it is in the narrow interests of
the members of the metalworkers union to provide relatively generous benefits to
their female members at relatively low costs to their male members.

11. Other examples of governments supporting tailor made consultancy initiatives
include the Work Life Challenge Fund in the United Kingdom which between 2000
and 2003 provided USD 22 million in financial assistance to more than 400 public
and private companies for the employment of private human resources
consultancies to develop and implement tailored work-life balance measures. In
an evaluation, employers stated that the presence of specialist consultants
facilitated acceptance and implementation of family friendly policies in the
workplace (Nelson et al., 2004). The Canadian province of Québec supports
companies with less than 2 000 employees by connecting them with Emploi
Québec management consultants or private human resources specialists and
providing employers with up to half of the cost so as to incite companies to
develop work-life conciliation strategies for their employees.
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ANNEX 7.A1

Some Quantitative Information on Work/Life
Conflict Levels and Workplace Flexibility

The fourth European Working Conditions survey conducted in 2005 was
carried out by the European Foundation for the Improvement of Living and
Working Conditions, an autonomous EU agency based in Dublin (EFILWC,
2007). Almost 30 000 workers were interviewed in 31 countries. Results for
22 countries (OECD member states) are presented in Annex Table 7.A1.1. In
most of those 22 countries (Luxembourg excluded) over 1 000 interviews took
place after quality control.

In the survey, employees were asked if their job “fits in with their family
or social commitments outside work” according to a four-point scale (“very
well”, “well”, “not so well”, and “not at all well”). This is described respectively
in Annex Table 7.A1.1 as causing minimal, low, medium and high levels of
work and life conflict. In order to focus upon the age group of workers most
likely to be juggling work and care duties, the age group 30-44 years was
chosen and unsurprisingly the highest levels of work-life conflict (23%) were
recorded for those workers with weekly hours of 55 or more. At the other end
of the scale, over 50% of part-time workers (those working less than 30 hours
per week) stated that their “job-fit with family/social commitments outside
work” caused minimal levels of work/life conflict.
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Table 7.A1.1. Work/life conflict among workers in European countries

Degree of conflict between working hours and family and/or other social commitments,
by number of weekly working hours, age group 30-44, 2005

Minimal Low Medium High

Austria Less than 30 hours 54.4 405 3.4 1.6
At least 30 hours but less than 45 481 425 741 2.2

At least 45 hours and less than 55 12.2 79.0 48 40

55 hours or over 16.5 122 16.3 55.0

Belgium Less than 30 hours 40.2 440 9.2 6.7
At least 30 hours but less than 45 30.8 50.3 14.7 42

At least 45 hours and less than 55 259 64.5 9.6 0.0

55 hours or over 9.0 48 60.8 254

Czech Republic  Less than 30 hours 65.9 19.9 142 0.0
At least 30 hours but less than 45 29.6 61.3 8.0 1.1

At least 45 hours and less than 55 13.3 47.7 26.4 125

55 hours or over 12.7 474 39.9 0.0

Denmark Less than 30 hours 497 40.2 8.1 2.0
At least 30 hours but less than 45 59.1 30.7 9.4 0.8

At least 45 hours and less than 55 374 42.3 12.0 8.3

55 hours or over 14.2 59.8 18.2 7.8

Finland Less than 30 hours 57.8 28.2 9.1 5.0
At least 30 hours but less than 45 36.2 473 13.1 34

At least 45 hours and less than 55 13.3 72.8 13.9 0.0

55 hours or over 20.6 0.0 79.4 0.0

France Less than 30 hours 375 31.7 28.1 2.7
At least 30 hours but less than 45 345 458 16.7 3.0

At least 45 hours and less than 55 204 498 29.8 0.0

55 hours or over 16.6 43.0 26.6 13.8

Germany Less than 30 hours 43.2 54.9 1.0 0.9
At least 30 hours but less than 45 30.0 56.3 13.2 04

At least 45 hours and less than 55 2.6 73.8 23.6 0.0

55 hours or over 55 26.4 68.1 0.0

Greece Less than 30 hours 441 324 12.0 115
At least 30 hours but less than 45 355 36.3 18.3 9.8

At least 45 hours and less than 55 9.4 38.8 37.6 142

55 hours or over 74 294 19.6 43.6

Hungary Less than 30 hours 60.8 27.0 74 48
At least 30 hours but less than 45 16.7 61.7 17.9 3.7

At least 45 hours and less than 55 113 36.4 38.5 139

55 hours or over 1.9 32.2 374 285

Ireland Less than 30 hours 60.6 32.0 74 0.0
At least 30 hours but less than 45 355 448 15.6 41

At least 45 hours and less than 55 135 504 34.8 1.2

55 hours or over 0.0 18.2 76.8 5.0

Italy Less than 30 hours 18.6 70.3 1.1 0.0
At least 30 hours but less than 45 12.7 525 25.8 9.0

At least 45 hours and less than 55 2.8 54.8 30.8 1.7

55 hours or over 0.0 295 418 28.7

Luxembourg Less than 30 hours 52.3 411 441 25
At least 30 hours but less than 45 357 455 15.0 3.9

At least 45 hours and less than 55 325 418 20.6 5.0

55 hours or over 0.0 100.0 0.0 0.0

Source: EFILWC (2007).
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Table 7.A1.1. Work/life conflict among workers in European countries (cont.)

Degree of conflict between working hours and family and/or other social commitments,
by number of weekly working hours, age group 30-44, 2005

Minimal Low Medium High

Netherlands Less than 30 hours 51.8 36.2 1.7 0.3
At least 30 hours but less than 45 28.5 55.4 134 2.7

At least 45 hours and less than 55 20.3 52.3 245 3.0

55 hours or over 0.0 0.0 14.9 85.1

Norway Less than 30 hours 56.3 271 147 1.9
At least 30 hours but less than 45 48.7 39.6 10.0 17

At least 45 hours and less than 55 36.0 42.7 213 0.0

55 hours or over 31.8 422 0.0 26.0

Poland Less than 30 hours 47.8 353 12.8 41
At least 30 hours but less than 45 225 55.0 18.5 40

At least 45 hours and less than 55 15.6 36.1 35.3 13.0

55 hours or over 101 42.0 28.9 18.9

Portugal Less than 30 hours 432 295 25.2 21
At least 30 hours but less than 45 214 63.4 1.4 3.7

At least 45 hours and less than 55 224 493 221 6.3

55 hours or over 8.9 56.3 32.3 2.6

Slovak Rep. Less than 30 hours 61.2 347 0.0 41
At least 30 hours but less than 45 17.8 62.0 16.4 3.8

At least 45 hours and less than 55 74 541 34.7 3.8

55 hours or over 7.3 38.3 401 142

Spain Less than 30 hours 545 455 0.0 0.0
At least 30 hours but less than 45 29.3 541 124 42

At least 45 hours and less than 55 3.7 492 39.0 8.1

55 hours or over 49 55.9 29 36.4

Sweden Less than 30 hours 52.6 349 10.1 24
At least 30 hours but less than 45 34.8 43.6 16.2 55

At least 45 hours and less than 55 275 419 24.7 6.0

55 hours or over 19.9 43.8 129 234

Switzerland Less than 30 hours 57.9 36.3 52 0.6
At least 30 hours but less than 45 38.9 47.7 10.3 31

At least 45 hours and less than 55 209 61.8 17.2 0.0

55 hours or over 1.2 491 34.0 57

Turkey Less than 30 hours 29.4 40.6 115 185
At least 30 hours but less than 45 255 40.2 33.1 13

At least 45 hours and less than 55 20.8 61.3 12.6 53

55 hours or over 54 444 194 30.9

United Kingdom Less than 30 hours 701 26.8 1.7 14
At least 30 hours but less than 45 46.9 34.8 14.6 3.8

At least 45 hours and less than 55 26.6 43.7 22.0 7.6

55 hours or over 0.0 23.9 28.2 47.8

EU22 average  Less than 30 hours 50.5 36.8 9.4 3.3
At least 30 hours but less than 45 327 48.7 15.1 3.6

At least 45 hours and less than 55 18.0 52.0 243 5.6

55 hours or over 9.3 36.3 31.8 22.7

Source: EFILWC (2007).
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ANNEX 7.A2

Selected National Information
on the Prevalence of Employer-provided
Workplace Support

Table 7.A2.1. Flexible workplace practices in Australia
Work/family provisions in Australian Workplace Agreements (AWAs), 2004

Working parents (%) Working mothers (%)
AWAs contain provisions for:
Paid family leave 59
Other (paid) leave for caring purposes 40
Flexible use of annual leave 11 ..
Flexible working hours' 41 44
Permanent part-time work' 25 35
Work from home arrangements! 16 17

1. Applies to families where at least one parent is employed.
Source: Australian Bureau of Statistics and the Department of Employment and Workplace Relations (DEWR).
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Table 7.A2.2. Canadian flexible workplace practices

Percentage of Canadian employer provision and percentage of employee take-up
of selected family-friendly policies, 1998-99

Employer provision Employee take-up
Par‘[—tlr1ne Childcare services? Flexible hours Teleworking
work
Total Women Men Women Men Women Men
All workplaces 57 6 6 36 44 5 5

Company size

Less than 10 53 2 1 42 53 7 6

10-49 68 3 2 35 48 4 5

50-99 74 3 3 41 39 5 4

100-499 72 4 4 34 37 4 4

500-999 86 9 12 34 39 5 6

1000+ 91 23 24 30 39 4 7
Collective bargaining status

No coverage in workplace 57 3 3 38 48 6 6

Some coverage in workplace 57 12 11 32 36 3 4
Employment status

Full-time 35 44 5 6

Part-time 41 42 6 3

Permanent 36 43 5 5

Non-permanent 37 54 8 4

Definitions: Part-time: Less than 30 working hours per week. Childcare services: Category includes a variety of
support services, such as information and referral services and assistance with external suppliers or on-site
centres. Flexible hours: Employee has no set start or finish time but a required number of hours per week. In some
cases, specific core hours might be required. Teleworking: Arrangement to work at home for some of regularly
scheduled hours.

1. The proportion refers to employees who have used the policy.

2. Denotes percentage of workplaces employing part-time workers.

3. The proportion refers to employees who have knowledge of employer offering policy.

Source: Comfort et al. (2003).

Table 7.A2.3. Flexible workplace practices in Japan
Workplace measures for employees with young children, 1999

Percentage of establishments!

Total proportion of firms providing measures 59.6

Proportion of firms providing:
Short-time working hours 70.6
Flexitime 175
Adjustment of time to start/end work 46.1
Exemption of non-scheduled work 51.5
Providing childcare centre 2.7
Financial aid for childcare 3.3

1. For establishments with more than 30 employees.
Source: Basic Survey of Employment Management of Women, Ministry of Labour, 1999.
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Table 7.A2.4. Trends in flexible working practices in the United Kingdom

Flexible working and leave arrangements for non-managerial employees in continuing
workplaces, 1998 and 2004

Percentage of workplaces

1998 2004
Employer/manager responses:1
Switching from full-time to part-time hours 46 64
Flexitime 19 26
Job-sharing 31 41
Homeworking 16 28
Term-time only 14 28
Annualised hours 8 13
Zero hours contracts 3 5
Employee responses:2
Switching from full-time to part-time hours .. 32
Flexitime 32 38
Job-sharing 15 19
Homeworking 9 14
Term-time only .. 14

1. Base: All continuing workplaces with ten or more employees in 1998 and 2004. Figures are weighted and
based on responses from at least 847 managers.

2. Depending upon the arrangement, between 16 and 37% of employees did not know if these flexible working
arrangements were available and so could not respond to the questions.

Source: 2004 Workplace Employment Relations Survey (WERS), “Inside the Workplace: First findings”.

Table 7.A2.5. Employer-provided leave arrangements in the United Kingdom

Extra-statutory leave arrangements to support employees with caring responsibilities
by sector in the United Kingdom, 2004

Percentage of workplaces

Private sector Public sector All workplaces
Fully-paid maternity leave’ 51 84 57
Fully-paid paternity leave’ 49 84 55
Paid parental leave 21 47 25
Special paid leave for family emergencies 43 80 49
Leave for carers of older adults 4 16 6

Note: Base: All continuing workplaces with ten or more employees in 2004. Figures are weighted and based on

responses from at least 1 928 managers

1. All workplaces with at least some female employees (to calculate maternity leave) and male employees (to
calculate paternity leave).

Source: B. Kersley, C. Alpin, J. Forth, A. Bryson, H. Bewley, G. Dix and S. Oxenbridge (2005), Inside the Workplace:

First findings from the 2004 Workplace Employment Relations Survey (or WERS 2004), Routledge.
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Table 7.A2.6. Employer-provided leave arrangements in the United States

Summary of leave practices and levels of replacement pay during leave
in the United States, 2005

Percentage of employers who provide:

<12 weeks 12 weeks > 12 weeks Some > 6 weeks
leave leave leave payment  replacement pay
Maternity leave 22 50 29 46 7
Paternity leave 29 52 19 13 .
Adoption, foster care 22 58 19 .
Leave to care of seriously ill children 21 59 19

Note: Companies interviewed are mandated to comply with the federal Family and Medical Leave Act (FMLA,
1993) which requires that at least 12 weeks of unpaid, job-guaranteed leave is available for childbirth, adoption
and foster care if employee has worked at least 1 250 hours in the preceding year.

Source: Bond et al. (2005).
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