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1.  Introduction

A society that values the contribution of women

Women experience their daily lives as combining many roles and work activities.  Their paid and unpaid work contributes to families, to communities and to the overall economy.  The work of Mäori women in whänau, hapü and iwi is highly valued in their communities.  In paid employment, however, some typical jobs for women involve similar skills to the work that women do in homes and communities for free.  Has this similarity led to women’s contribution in the labour market being undervalued?

In June 2001 New Zealand women were earning 84 percent of the average hourly wage and salary earnings of men.
  Mäori women earned 74 percent of average male hourly earnings, while Pacific women earned 70 percent.
  Progress on closing this gender pay gap has been slow.  While the gap narrowed fairly quickly following the Equal Pay Act, it has improved by just five percentage points over the last 17 years.  

Differences in education, years of experience and childcare responsibilities are factors in this gender pay gap.  These are being addressed by a range of government policies.  But these factors do not explain all of the gap.  A portion that cannot be explained may partly indicate direct discrimination.  Another portion is attributable to occupational differences.  Women are typically employed in quite different jobs from men’s, but women’s work is, on average, lower paid. 

Gender pay gaps affect women’s autonomy and life choices.  They affect family incomes, particularly those of women raising children alone.  They lower women’s average earnings over a lifetime, which can bring insecurity in old age.
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Pay equity is both a labour market issue and a human rights issue.  Both perspectives are useful in thinking about how best to address the matter.   

It is also an international issue.  International conventions signed and ratified by New Zealand include equal pay not just for the same job, but equal pay for work of equal value.  There has been some criticism of New Zealand’s current level of compliance.
  New Zealand’s labour laws and human rights legislation prohibit discrimination in pay or employment opportunity, and cover equal pay for men and women doing the same job for the same employer.  

	Gender pay gap is the difference between what women earn on average and what men earn on average.  It is often expressed as the ratio of women’s earnings to men’s.  For example, in June 2001 women’s average hourly earnings were 84.3 percent of men’s average hourly earnings. 

Equal pay means that men and women doing the same job get the same pay rate.
Equal pay for work of equal value means that women get the same pay as men for doing a comparable job – that is, a job involving comparable skills, years of training, responsibility, effort and working conditions.  This is a policy principle in international conventions ratified by New Zealand.

Pay equity means that women have the same average pay as men (once any clearly justifiable differences, say in qualifications or hours, are accounted for). 

Comparable worth is what ”equal pay for work of equal value” is called in the USA and Canada.

Gender neutral job evaluations are a management tool to compare pay rates for different kinds of work.  A points based scale is used to compare the skills, responsibility, effort and work conditions in each job, then pay rates are set based on this comparison. 


Policies on equal employment opportunity, paid parental leave and childcare support can also help to reduce the gender pay gap.  However, the link between low pay and occupational differences has not been addressed.  There is no current policy or legislation to ensure that women get equal pay for work of equal value.  No action is required of employers to ensure that their pay systems are fair and free of gender bias.  

Valuing women’s skills in paid employment

New directions in labour market policy focus on matching skills to job opportunities.
  Qualifications and training are increasingly based on the assessment of skills and competencies.  It is often argued that, as well as skills and qualifications, wage rates reflect supply and demand in the labour market.  This argument carries most weight in regard to short term wage rate fluctuations due, for example, to skill shortages.  It is less explanatory of wage differentials by gender or ethnicity that persist over decades.
  Pay equity policies are based on the perception that market rates also reflect historic social constraints and prejudices.  Pay inequalities by gender or ethnicity may indicate misallocation of human potential in the labour market.

Equal employment opportunities policies, building on women’s increasingly high levels of educational attainment,
 may contribute to higher incomes for some women.  However, employment equity also requires recognising and fairly rewarding the valuable skills and other components of the typical jobs that most women do. 

Many jobs typically done by women – particularly those done by Mäori and Pacific women – are not well paid, but have considerable social and economic importance.  Many firms in the growing service sector depend on – and actually market – the caring, servicing and human relations skills sometimes thought of as ‘natural’ female qualities.  But are these skills, and the contribution that women make to the economy, being undervalued in their pay packets? 

Exploring the gender pay gap

Little recent policy attention has been given to pay equity, although the ratio of women’s average hourly wage and salary earnings compared with men’s has been monitored since the early 1970s.  Average hourly rates are an appropriate national-level indicator for measuring fair pay for women.  Other measures, used for this purpose in some other countries, include comparisons of women’s and men’s weekly and annual earnings.  These measures focus on what women actually have to live on, and are important indicators for women’s economic autonomy.  Fair pay and adequate incomes have implications for women’s economic choices in many areas of life, including saving for retirement.

A Department of Labour analysis of factors contributing to the gender pay gap in hourly rates cannot fully explain this gap.
  (This work is discussed in Section 2.)  Pay differences may be based on such factors as level of educational attainment, specific qualifications and years of experience.  Current government policies address other factors that contribute to the gender pay gap.  These policies include equal employment opportunities programmes, childcare support and paid parental leave, as well as general employment assistance.  

This Background Paper highlights for policy attention those portions of the gender or ethnicity pay gap that:

(i) are ‘unexplained’ and may indicate or include discrimination 

(ii) relate to occupational or industry differences by sex and/or ethnicity.  Where this is associated with lower rates of pay, it may indicate a form of structural discrimination. 

Next steps towards pay equity

The next step towards pay equity in New Zealand is to move beyond measuring the gender pay gap, to start examining the value placed on different jobs typically filled by women or men and/or by different social groups.  
Equal pay for work of equal value is part of government policies in Australia, Ireland, the United Kingdom, Sweden, the United States of America, and Canada.  The continuing gender pay gap, linked to men’s and women’s occupational differences, indicates there is also a need for policy action in New Zealand.

In the past decade, the labour relations framework has changed a great deal.  The pay equity implementation strategy of the late 1980s, through wage award negotiations, is no longer possible.  New, innovative, cost-effective ways will have to be developed of ensuring that all New Zealanders are valued and paid fairly.  The goal for policy-makers would be a policy that would work well within the current employment relations framework.  It would be one that could increase pay equity for the greatest number of New Zealand women, with the lowest possible compliance costs for employers and small businesses.  

This Background Paper aims to contribute information for public debate on what should be done next to ensure that women and men are paid fairly for the work that they do and the various skills that they contribute to the New Zealand economy.  This focus on equal pay for work of equal value arises from international obligations and international debates about pay equity.  However, policy options are wide open on how exactly this might be achieved.  

2.  Is there still a gender pay gap? 

The gender pay gap in 2001

The gender pay gap is the difference between average earnings for women and for men.  A common way of measuring this is to compare average hourly earnings for women with average hourly earnings for men.  The gender pay gap in hourly earnings from wages and salaries has been monitored since 1973, following the Equal Pay Act 1972.

In June 2001, the average hourly earnings of New Zealand women, as measured by Statistics New Zealand’s annual Income Survey, were 84.3 percent of men’s average hourly earnings, a gap of 15.7 percent (Table 1).
  For women, average hourly earnings were $14.93, compared with $17.71 for men. 
  The gender pay gap has narrowed just five percentage points in the 17 years since 1984, when the gap was 20.7 percent (see Figure 1).

Average hourly earnings of women in full-time employment (30 hours or more) were 86 percent of those of men in full-time employment, a gap of 14 percent.  This indicates that women in part-time employment tend to have lower hourly pay rates than full-time workers.
 

The average hourly earnings for women employed in government departments were 83 percent of men’s earnings.
  This was after 12 years during which legislation required public service Chief Executives to be ‘good employers’.  This is discussed further in Section 6.  

Hourly earnings are the best measure to use for comparison where fairness of pay rates is the issue.  An hourly earnings measure takes account of any differences in hours worked that would be reflected in a weekly measure.  It is therefore the standard measure of the gender (or ethnicity) pay gap, and for assessing equal pay for work of equal value.

Table 1:  Average hourly earnings by gender and ethnicity, Income Survey, June 2001 

	All women
	All men
	Percent
	Mäori 
	Pakeha 
	Percent

	$14.93
	$17.71
	84.3
	$13.60
	$16.90
	80.5%

	
	Women
	Men
	Average

	Pakeha
	$15.27
	$18.51
	$16.90

	Mäori
	$13.07
	$14.09
	$13.60

	Pacific
	$12.45
	$13.67
	$13.06

	Average hourly earnings comparisons by gender/ethnic group

	
	Pakeha women
	Mäori men
	Pacific men
	Pakeha men
	All men

	All women
	
	
	
	
	84.3%

	Pakeha women
	
	
	
	82.5%
	86.2%

	Mäori women
	85.6%
	92.8%
	
	70.6%
	73.8%

	Pacific women*
	81.5%
	
	88.4%
	67.3%
	70.3%


*  For Pacific women this data is subject to high sampling error.
Rent, food and other living expenses are often budgeted on a weekly basis.  This means that comparisons of weekly earnings are also of interest in assessing women’s economic autonomy.  In June 2001, the average weekly earnings of full-time women workers were 79 percent of men’s average weekly earnings, up from 73 percent in 1984.
   The marked difference between the hourly and weekly gender pay gaps for full-time employment reflects some difference in the usual hours worked in men’s and women’s jobs.  It might be argued that men are, on average, working longer hours to earn a higher weekly take-home pay.  Alternatively, it might be argued that women’s full-time earning capacity is limited by the hours for which they are employed, as well as the rates at which they are paid.

Taking all part-time and full-time wage and salary earners together, the weekly average earnings of women were 60 percent of men’s earnings.  This reflects the concentration of many more women than men in part-time work, often in very short hours of employment. 
  Part-time or unsociable hours of work enable women to fit employment around family responsibilities.  Although high qualifications provide some women with well paid part-time jobs, part-time work is most readily available in occupations with low hourly rates of pay. 

This gender gap in weekly earnings has widened over the decade, reflecting a fragmentation and casualisation of employment that has disproportionately affected women.  

As well as a gender pay gap, New Zealand has an ethnicity pay gap.  The lowest hourly earnings, as well as the lowest access to employment, are among Mäori and Pacific women.
  In 2001 Mäori women were earning on average 74 percent, and Pacific women 70 percent, of the hourly average earnings of all men, as shown in the table above.  This is discussed in more detail in Section 4.

Low earnings over a woman’s lifetime expose her to financial hardship, insecurity and vulnerability.  Low income impacts on her ability to meet food, clothing and rent costs, to provide for children, to cope with illness or disability, to own her home, and to save for retirement.
  

Slow change in the gender pay gap

The gender gap in average hourly earnings is a measure of pay equity.  Over the decades, slow, uneven improvement in this gender pay gap has reflected policy changes as well as major economic changes.  Government policies, campaigned for by many groups of women over the years, have clearly helped to narrow the gender pay gap.  

The 1972 Equal Pay Act abolished separate male and female pay rates for the same job in private sector employment.  Between 1972 and 1977, the gender pay gap narrowed by more than six percentage points.
  In the late 1970s improvement slowed, then stalled under the wage and price freeze of the early 1980s.  There was more slow improvement in the late 1980s.  The gender pay gap widened slightly in the early 1990s, stabilised, then continued to narrow slowly.  As the economy improved in the late 1990s, more improvement was seen in women’s average earnings. 
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Figure 1: Average hourly earnings of women as a percentage of average hourly earnings 
                of men, 1974-2001.

Figure 1 shows this slow change.  The source of best data changed over the years, so that there is some difficulty in comparing years.  The trends shown by these differing data sets are, however, very similar. 

What might explain the gender pay gap?

In 2000 the Department of Labour’s Labour Market Policy Group published a detailed report on the gender pay gap and its contributing factors.
  This report analysed data from the Household Economic Survey (HES) for 1984-1996 and from the annual Income Survey (IS) for 1997-1999.  The Income Survey is currently the most accurate source of information on wage and salary earnings. 

This report noted that a significant gender pay gap still remained at the end of the 1990s. Different factors contributing to the gap were explored to the extent possible with available data.  It was concluded that 40-80 percent of the current gap could be explained in a ‘straight forward manner’ by differences between women and men in education qualifications, years in the workforce, and industry and occupational differences.  A very tentative estimate of the effects of children on women’s hourly earnings was also made.  The report concluded that perhaps 10 percent of the gap might be associated with having two or more dependent children.  

These estimates still leave 10-50 percent of the gender pay gap unexplained.  Moreover, according to many international studies, occupational and industry differences by sex and ethnicity are not ‘explanatory’, but are a key part of the low pay problem.

The Department of Labour report attributed 30-60 percent of the gender pay gap to differences in levels of educational attainment (0-10 percent) and years in the workforce (15-50 percent).
  These are often used as proxies for productivity/skills differences that justify wage differences, despite some general caveats and others specific to their use for measuring women’s skills
.  

Levels of educational qualifications were shown to be strongly related to hourly earnings, in the Department of Labour report.  However, differences between women and men in average level of educational attainment accounted for only 10 percent of the gender pay gap.  Just 15 percent of the five percentage point reduction in the gender pay gap since 1984 was attributed to increased educational achievements among women, mostly occurring in the late 1980s. Gender differences in educational attainment are fast disappearing among younger people.  There are now more women than men at university, and they are gaining more bachelor’s degrees than male students.
  Male and female students are currently taking up law and medicine in equal numbers.  However, we cannot assume that the pay gap will close unaided, as these young women gain work experience and move into their middle years. 

International research shows smaller wage differentials among young workers, which increase and stabilise in middle age.  These differentials are fairly consistent across all levels of educational attainment.
  This is also the pattern in New Zealand.  The 1996 Census showed that women earn less, on average, than men with the same level of education.
  Studies of professions such as medicine and accountancy have similarly shown that women are paid less than men with equal qualifications and years of workforce experience.
 

This pattern is being reproduced quite quickly among young educated women.  Their efforts in education are being insufficiently recognised in the labour market.  The Department of Labour study showed higher returns from bachelor and post-graduate degrees for males than for females.
  The New Zealand Vice Chancellors’ survey showed that, five years after graduation, the gender pay gap is around $10,000 a year.
  Most of these women graduates are young, so the differential is being created before career breaks for childbearing. 

Years of experience are another factor in wage differences, although less so after ten years.
  The HES and IS surveys do not collect information on previous employment, so the Department of Labour study measures for years of experience were imputed from Census employment rates and the 1995 New Zealand Women: Fertility, Employment and Education Survey.  The study acknowledges significant limitations of the methodology on this factor.

The 1996 Census showed that women aged 20-50 had, on average, 11.2 years of work experience, which was 7.2 fewer years than the average for men.  The Department of Labour report concluded that women’s more limited workforce experience could account for 15-50 percent of the gender pay gap.  This analysis of aggregate data contrasts with findings from UK research showing that in low paid women’s occupations, years of continuous full-time employment had little effect on pay rates.

The Department of Labour study also explored and drew tentative conclusions about the effect of dependent children on the hourly earnings of women aged 20-39.  This work compared partnered mothers, sole mothers and women without dependent children by level of educational attainment, whether in part-time or full-time employment, and years in the workforce – again using imputed data.  A lower level of work experience among mothers, compared to childless women of similar age, is one channel through which family status may impact on women’s pay.  Having children of preschool age influences women’s decisions about participation in employment.  Having children of school age has a significant impact on women’s job choices, including part-time work, and therefore on their earnings.  There was also a difference in average hourly pay for part-time employment compared with full-time employment.  The report attributed this gap to differences in education qualifications and workforce experience, rather than to part-time employment in itself.  Overall, the study attributed negative ‘motherhood’ effects on earnings mainly to reduced labour market experience.  Although these effects are statistically significant, concludes the report, they account for less than half the gender pay gap for mothers aged 20-39.

Occupational and industry characteristics may also be an important channel through which women’s ‘double burden’ of paid work and family responsibilities contributes to the gender pay gap in hourly earnings.  Part-time or ‘unsocial’ hours of work allow mothers to fit employ-ment around family responsibilities.  High qualifications do provide some women with well paid part-time jobs.  However, part-time employment is disproportionately concentrated in the female-dominated service and community sectors, at low rates of pay.
   

In most industrialised countries, there are large differences in the typical jobs held by women and by men, with further differences for women or men of minority ethnic groups.  Many studies have documented variations in earnings by job type that cannot be readily attributed to variations in skills or productivity.
   

There are similar relationships between low pay, occupation, gender and ethnicity in the patterns of the New Zealand labour market.
  Women are concentrated in clerical, retail and service work (as well as teaching and nursing).  The Department of Labour report’s analysis (at the 3-digit level
) attributed 20-40 percent of the gender pay gap in average earnings to the concentration of women in low paying industries and occupations.  The report considered it likely that more of the pay gap could be explained by job differences if earnings data were available at more detailed levels of job categorisation.
 

Are occupational and industry differences an adequate explanation of average pay differences?  Do they justify lower pay for women?  Or does this analysis merely describe the historic patterns of discrimination in employment opportunity through which pay discrimin-ation is organised?  As the Department of Labour report noted:

Although occupational and industrial wage effects are treated as part of the ‘explained’ portion of the gender earnings pay, this should not be taken to imply that they are necessarily either efficient or equitable.
 

Better for women or worse for men?

The gender pay gap is a useful measure, but a relative one.  Changes in the gender pay gap – narrowing, widening or staying much the same – reflect the changes in employment and earnings for men, as well as the changes for women.  As a measure that compares the average for all women with the average for all men, it tends to conceal differences and changes among women and among men, as well as the effects of economic restructuring and labour relations policies. 

Over the past decade of high unemployment and limited employee bargaining power, wage gains have generally been small.  In this situation, short-term fluctuations in the gender pay gap between one year and another are likely to reflect changes in the composition of the labour market.  For example, an increase in the numbers of males or females in paid employment, divided through total earnings, will influence the average.  The IS provides data by ethnicity, and more accurate data on wages than the QES, but appears to be sensitive to compositional shifts in the labour market.
Much of the 5 percentage point catch-up for women since 1984 has been attributed to limited growth in the average real hourly earnings of men, with women’s lower earnings growing slightly more quickly.  Over the past decade there have been quite marked shifts in men’s patterns of employment.  These shifts have affected the male average pay rates with which women’s earnings are compared.  They include a significant increase in the percentage of men in part-time jobs, which tend to have lower average hourly rates than full-time jobs.

The service sector, where women are concentrated, has grown rapidly over the past two decades.  Agriculture and other primary industries, in which men’s employment has traditionally been concentrated, have fared less well, as has manufacturing.  The Department of Labour study noted an increased proportion of male employment in the female-dominated service industries, in which wages are generally lower.
  Such shifts in men’s employment have affected the male average, narrowing the gender pay gap at lower income levels, but do not in fact indicate an improvement in women’s wages.   Comparing skills, responsibilities, effort and conditions of work, to see whether work of equal value is being properly rewarded, could benefit both women and men in predominantly female service sector jobs.

This view of the gender pay gap is confirmed by Census data showing increased income disparity by age, sex and ethnicity over the 1990s.  A sharply increased share of total income went to the top 5 percent, who were most likely to be older Pakeha males.  The share of total income for 80 percent of New Zealanders fell, with the share of those in the lowest income groups falling most.  The sharpest fall in shares of total income was among Mäori and Pacific males, although their average incomes were still not as low as the average for women.

In the 1984-1999 period studied by the Department of Labour, average male earnings from wages and salaries included this increase for older Pakeha males on higher incomes.  Highly paid males maintained a large earnings lead over women in better paying jobs, as well as increasing their lead over women and men on average and low incomes.  This effect was offset by the falling incomes of a greater number of lower income males, especially Mäori and Pacific men.
 

This note of caution on the effect of compositional shifts on the gender pay gap does not undermine the value of the gender pay gap as an indicator to inform policy.  It does mean, however, that greater weight should be given to trends in pay gaps over time, rather than to possible fluctuations between one year and the next. 

Do pay gaps reflect discrimination?

The pay gap has been getting smaller over time, but very slowly.  On average, and within ethnic groups, there continues to be a pay premium attached to being male.
  Shifts in the labour market may make correct interpretation of hourly pay gap data more complex than it once seemed.  Nevertheless, gender and ethnicity pay gaps indicate issues to be addressed.  

In theory, pay rates should reflect human capital factors – skills, qualifications and experience.  Pay rates are also shaped by supply and demand factors, such as levels of unemployment, availability of particular skills, and sector decline or expansion.  Union bargaining strength and structures are now a less important factor than in the 1970s and 1980s, though this may change under the Employment Relations Act.  

When pay rates differ by the social characteristics of workers, and these differences cannot be explained by human capital factors, they may be attributable to discrimination.  This was the view of the 1988 Working Party on Employment Equity.
  To the extent that pay gaps reflect occupational differences by gender or ethnicity, the occupational ‘preferences’ of men, women and minority ethnic groups may in fact reflect a form of structural discrimination in the way the labour market is operating.  This differs from direct discrimination – that is, a woman not being paid the same as a man for doing the same job.

The now large international literature on pay equity argues that, where a gender pay gap exists, the next step in investigating why it exists is to compare the different jobs typically done by women and by men.  When setting levels of pay, are employers fairly valuing the skills and other attributes that different employees bring to the job?  The degree to which occupational differences ‘explain’ the gender pay gap indicates the potential benefits of policies to ensure equal pay for work of equal value across jobs typically done by women and by men.

The challenge for government and for employers is to put in place practices to ensure that any direct or structural discrimination is remedied or avoided.  Information provided in this Background Paper suggests that it is time to go beyond monitoring the gender pay gap, or debating the accuracy of different disparity measures.  Gender and ethnicity pay gaps are created at the level of jobs, not statistics.  Action to ensure pay equity requires looking at who gets what kinds of work, whether the value of each kind of work is fairly assessed by employers, and what a fair rate of pay should be. 

3.  What is equal pay for work of equal value?

Work of equal value

This Background Paper focuses on ‘equal pay for work of equal value’.  This principle has been identified internationally as a remedy for addressing the part of the gender gap in average pay that may be attributable to structural discrimination (see Section 5).  

Equal pay means that men and women who are doing the same job are entitled to the same wage.  Pay includes any cash or non-cash remuneration or benefits.
  That entitlement is law in New Zealand, under the Government Services Equal Pay Act 1960 and the Equal Pay Act 1972.  Direct pay discrimination against a woman can be addressed under these laws or under the Human Rights Act and Employment Relations Act (see Section 5).

Equal pay for work of equal value means women should get the same pay as men for doing a different but comparable job.  This is often called pay equity, although strictly speaking, pay equity includes equal pay for the same job.  In the USA and Canada, equal pay for work of equal value is called comparable worth.  This principle addresses indirect or structural discrimination in the way labour markets are structured by gender and ethnicity.  

Different jobs, lower pay

A fundamental feature of labour markets is that women and men typically do not work side by side in the same jobs.  Most women do quite different jobs from most men.  

The 2001 Census showed that the 10 most common occupations for women were sales assistant, general clerk, secretary, registered nurse, primary teacher, cleaner, caregiver, information clerk/receptionist, accounts clerk, and retail manager.  A third (32.8 percent) of all women employees were in these occupations.  

The 10 most common occupations for men were sales assistant, general manager, truck driver, builder/contractor, crop/livestock farmer/worker, labourer, dairy farmer/worker, retail manager, and slaughterer.  Just over a fifth (21 percent) of all male employees were in these occupations. 

The ‘crowding’ of women into fewer, more stereotypical occupations than for men is called occupational segregation.
  New Zealand also has occupational segregation by ethnicity.  Census 2001 occupational data shows that not only are women concentrated in fewer occupations than men, Mäori, Pacific and Asian men and women are concentrated in lower paid occupations, with women in these groups in fewer typical occupations than men in these groups (see Section 4). 

New Zealand studies have generally (but not always) shown a slow trend towards occup-ational desegregation.  A Ministry of Women’s Affairs review of 1986 and 1991Census data suggested that, at the broadest occupational level, about 40 percent of women would need to change jobs for women’s occupational distribution to be the same as men’s.  At the detailed level of individual occupations,
 about 65 percent of women would need to change jobs. 

A 1998 study for the Ministry of Women’s Affairs looked at changes in the male and female share of broad job categories, adjusted for increases in numbers employed.  Since 1981, occupational segregation had decreased in full-time work and among 15-24 year olds, but it had increased in part-time work.  At this rate of change, the authors noted, it would take 75 years before occupational segregation disappeared.  (An Australian study estimated that current progress might achieve desegregation in around 300 years.
)  The MWA study noted different findings at two different levels of broad job categorisation, because of aggregation effects.
  This suggests, as the Department of Labour study also noted,
 that more of the gender pay gap could be attributed to occupational differences if analysis was undertaken at a more detailed level.

Horizontal segregation describes the way in which men and women are concentrated in different occupations.  Vertical segregation describes the way women tend to cluster at the bottom of pay and promotion hierarchies within occupations and within organisations.  In large companies, in the public service and in universities, more men tend to rise to be supervisors, managers or professors.

Women are likely to compare their pay rates to the rates in the other jobs they are likely to get – that is, to other women’s work – rather than to the pay in comparable jobs filled by men.  It is important to compare the pay of typical male and female occupations because men and women seldom compete for the same jobs.  The labour market is in fact made up of sub-markets for different skills and different kinds of people.
  It has long been recognised that the way labour markets are organised by gender and by ethnicity works as a form of structural discrimination against women and ethnic minorities, which results in lower average pay for these groups.
 

Occupational segregation goes beyond discrimination in job opportunity.  Limited job options and hiring norms based on sex or ethnicity create a situation that supports the payment of lower rates.  Severe labour shortages in typically female occupations, such as teaching, nursing and homecare work, have not led to large numbers of men taking up these occupations.
  Nor have these shortages led to higher wages without industrial action.  Because these jobs are largely government funded, fiscal constraints have kept a lid on market pressures.

There is international evidence that the higher the proportion of women or of an ethnic minority employed in an industry, an occupation, a firm, or even a work team, the lower the average pay.
  When competent women are excluded from the most productive activities they can do, work may be allocated to less able men.  Job allocation which is biased by ‘social’ factors, rather than made on merit from the fullest range of candidates, will, in the view of one World Bank commentator, result in efficiency losses for businesses.

Low pay norms may be associated with positive discrimination in hiring predominantly women or ethnic minorities.  Anti-discrimination EEO programmes may therefore not seem personally relevant in occupations where there are many Pacific or Mäori women.  Discrimination is more likely to be in the rates of pay for those occupations.

In its summary document, the Department of Labour study included occupational segregation among potential factors underlying the gender pay gap.  It listed these as: 

· Occupational segregation and its effects in lowering pay in female-dominated work

· Differences in pay within the same occupation and within the same establishment

· Differences in pay within the same occupation across establishments (women tend to be over-represented in smaller, low wage establishments)

· Differences in pay for work of equal value (i.e. jobs requiring same skill, effort, responsibility and working conditions.
    

The labour market is different from other markets.  It trades in ongoing employment relationships, not quick exchanges of product and payment.  Its adjustment processes are slow.
  It is an institutionalised market that reflects and recreates social power and gender relations.  Low pay and low social standing become intertwined as ‘market rates’, reinforcing each other.  Social groups with low average incomes may come to be seen by others as inherently worth less.  Some suggestions that women and Mäori should be more concerned with employment rates rather pay equity may seem to imply this.  Both are important employment equity issues. 

Women’s skills are needed by employers.  Despite their concentration in fewer occupations, women’s employment and unemployment rates have not differed markedly from men’s over the past two decades.  A third of all women are in office jobs keeping the business and public sectors ticking over.  Women’s jobs in hospitality and personal services are growth areas for the economy.  Other typically female jobs, such as teaching, nursing, community work, and caring for the elderly, are essential to the wellbeing of our society.  If these women’s jobs are worth doing, are they, on average, really worth less pay than comparable men’s jobs? 

Gendered jobs and undervalued skills

In a labour market structured by gender, occupations become typed as male or female, drawing on and perpetuating traditional gender roles.  The content may change over time or between cultures, but distinctions between different occupations as being appropriate to women or to men are remarkably universal.
  Some jobs reflect the division of labour in the family, in that women take care of routine or mundane tasks so that others – mainly men – may operate at a more creative, decision-making level.
  The now contested relationship 

	Registered nurses

Nursing is an archetypal form of ‘women’s work’.  The word itself has connections with mother-hood, nurturing, and caring for others in the family.  Among female-dominated occupations, nursing is one of the better paid, and has large workforces in public and private sector employment.  Registered nurses have a three-year tertiary qualification.  Many have further specialist training, such as theatre or intensive care nursing.  Some gain a Bachelor of Nursing or other higher degrees.  But do nurses receive equal pay for work of equal value? 

Florence Nightingale set out to open a career for women by establishing nursing as a profession with specialist knowledge and training, on the model of the male profession of medicine.  In New Zealand, nurses became state registered in 1908, making gains in pay and recognition at times when governments had particular need of nurses – in two world wars, and when hospitals and health services became publicly funded in 1938.  Nurses were well organised both professionally and industrially.  Pay disputes were resolved by negotiation and arbitration until 1987.  In the late 1980s, to settle their wage award, private sector nurses twice voted to give notice of strikes.  Hospital restructuring reduced nursing career paths, bringing nurses under general management, and nurses joined other unions in demonstrations against state sector restructuring.  

When the Employment Equity Act was passed in 1990, nurses prepared a claim for GPs’ practice nurses to be compared with environmental health officers (who also had three-year training, but higher pay) and with uniformed police, as shown in the chart below. 

	
	Nurses
	Police

	Hours
	24 hours
	24 hours

	Responsibility
	Health and wellbeing, legal responsibilities, life and death
	Safety and law-keeping, legal responsibilities, life and death

	Stress
	High, caused by hours, responsibilities and violence
	High, caused by hours, responsibilities and violence

	Risks
	Infection, violent patients, night security, back injury, sharp objects
	Violence

	Job Qualifications
	Nursing skills from 1-3 years’ training, ongoing courses and on the job
	Six months’ training and on the job training

	Pay


	While training, nothing. After training, $14 an hour starting rate, rising to $19 for a senior staff nurse.
	While training, $13 an hour.  $22 an hour starting rate for first year qualified.

	This job comparison was never made.  Instead, nurses’ ability to negotiate pay was reduced by the Employment Contracts Act 1991 and by health sector restructuring.   Negotiations fragmented, as one Health Department employer became 14 area health boards, then 23 Crown Health Enterprises.  The private sector award also fragmented into negotiations with a host of private hospitals, clinics and rest homes.  Health services cannot run without nurses.  However, nurses’ ability to take action for a collective contract or progress on pay is undermined by a legal requirement for two weeks’ strike notice, and by their reluctance to leave their patients.

Registered nurses are supported by a large workforce of nurse aides and other carers, particularly in long-stay rest homes.  These employees are often on low rates of pay.  In Auckland and Wellington, many are Pacific women.  Nurse aides have more limited training than registered nurses, but are the caring skills, interpersonal skills, physical effort and responsibility for lives required in these jobs being properly valued?


	Home care workers

Homecare work has all the characteristics most likely to contribute to the undervaluing of women’s skills and low pay.  This employment is publicly funded ($100 million a year) as an integral part of health and disability care.  Homecare workers are employed by service providers, some quite large, who compete for contracts for basic caring services and household support in patients’ own homes.  These acute and long-term care patients include people awaiting or recovering from hospital treat-ment and operations, care and assistance for elderly unwell people, and those with long-term disabilities or degenerative conditions, such as paraplegia or multiple sclerosis.  

Homecare workers provide semi-skilled nursing in increasingly complex care situations.  Both caring and household support involve skills that are not formally recognised and rewarded, because they are part of women’s traditional role in the family.  In research interviews, homecare workers reported a sense of obligation and felt they had ‘no choice’ in meeting the needs of vulnerable patients.  Traditional female socialisation may contribute to these women finding the caring aspects of the job meaningful and fulfilling, despite poor terms of employment.  A relaxed work environment that allowed emotional and spiritual care to be part of the service was particular valued by Mäori homecare workers. There is some blurring in the industry of distinctions between voluntary work, paid employment and so-called self-employment.

Homecare provision is very competitive.  There are low barriers to entry into the industry, and competition on pricing was ensured by a ‘funder/provider split’ in the health sector in the early 1990s.  Wage labour is the main business cost, with competitive contract tendering putting pressure on rates and hours. Recruitment costs are low and little training is provided, since women’s ‘natural’ skills are available, and therefore undervalued.  Workers with few or restricted job options become concentr-ated in these low paid, part-time, casual jobs.  Homecare work is typically done by women who have family responsibilities that limit their availability for paid employment, who are re-entering the labour market, or who need a small amount of employment to supplement a benefit or other family income.

This is insecure, unpredictable employment.  In contrast to hospital-based homecare, no agencies studied provided security of hours or employment.  Jobs can be as short as half an hour, and rarely more than two hours.  Longer hours to meet higher needs are vulnerable to fluctuation when clients go into hospital.  Transport costs and travel time to or between clients are seldom paid, although some agencies require clients to pay for travel for shopping assistance.



	Hours
	Insecure and variable - from 2 to 35 plus hours per week

	Responsibility
	Nursing care, with responsibility for health and wellbeing of sick and/or disabled patients, including possible life or death risks. Household management, including shopping

	Risks
	Infection, patient violence, night security, back injury, sharp objects

	Unpaid work 
	Transport costs and time travelling to or between clients are usually unpaid. If paid, 30-40c/km over 10km a day

	Job 

requirements
	Possible police check before employment

Previous experience of personal care work

Communication skills, physical fitness and strength

Caring, reliable, compassionate

Car in good reliable working order and phone (required by most agencies)

	Pay
	$8.40-$10.77 for household management. $9.00-$10.77 for personal care.  Few workers earn over $10.50 per hour

	Research on homecare work has identified the importance of accurately describing homecare skills to allow comparison with other jobs, and to acknowledge and reward the caring skills involved in this archetypal ’women’s work’.


between nurses and doctors reflected this, as did the feminisation of office work in the 1920s and banking in the 1980s.
  The assumption was that women’s work was to help, not to do.

Many jobs are typically female in that they reflect women’s traditional work in the family.  They involve caring for or serving others, such as children, patients, managers or customers.  The growing industry in personal services, as well as other sectors improving their customer services, capitalises on the skills, qualities and capabilities many of their employees have gained through having lived their lives as women.
   

Research documents the ways in which industries actively organise jobs into men’s work or women’s work, both historically and in new industries, especially those involving technology.  The typing of jobs as male serves to elevate status and pay.  The typing of jobs as female does the reverse.  This gendering of jobs happens in ways so normal it is scarcely noticed as being socially constructed, rather than ‘natural’.

For example, a recent study of Wellington supermarkets showed that areas of work and section management were organised by gender.  Employees reported that produce sections were men’s work, because of heavy lifting.  Delicatessen sections were the province of women, who were, however, observed to handle equally heavy loads (crates and full cheeses).  Girls working a Wellington pizza chain outlet told the Ministry of Women’s Affairs that they served customers and answered phones, while the boys did the more creative work of making the pizzas.
  

With work segregated by gender in this way, some of the skills involved in women’s jobs are often considered to be simply ‘natural’ attributes of women, rather than a skill developed through learning, practice and experience.  The skills required in interacting well with people (managers, staff or clients) and in other kinds of emotional labour often go unnoticed.  Tact and subtlety in raising and resolving issues with people may not be recognised as problem solving skills.
  Services based on these skills may be provided free at home, and therefore undervalued at work.  ‘Being nice’ is a requirement of difficult customer service and hospitality jobs, for example.
  Complex interpersonal skills, heavy physical effort and responsibility for life and death are requirements of many jobs caring for children, the sick, the elderly.  These components are likely to be undervalued in women’s pay packets.
  

Establishing the comparable worth of ‘women’s work’

Job evaluations have routinely uncovered consistent patterns of undervaluation in a wide range of women’s jobs.
  Evaluations can compare the skills involved in work predominantly done by women with the same skills in higher paid men’s jobs.  A large body of international research shows that what is recognised as a skill often depends on social power, including union strength.

The equal pay for work of equal value principle is about reducing the historic ‘social’ effects on women’s pay rates.  It involves looking at the value of skills and other aspects of jobs done by women to the market, by making a comparison with wage rates already being paid for similar skills and other aspects of jobs done by men.  

Comparisons of different occupations look at the fundamental requirements of the job, asking: 

· How much skill does it demand? 

· How many years of training are needed? 

· How much responsibility does it carry? 

· What kind of effort is involved?

· What are the working conditions?

A well-designed pay equity policy could benefit women in low paid caring and service work, in particular.
  This would have some flow-on effects for participation in employment (by making some currently low paid jobs more worthwhile) and for the material wellbeing of low income families.  The gender pay gap that has been identified at the top end of the labour market may also be reduced through pay equity policies.  This would benefit women who have taken up New Zealand’s challenge to build the highly skilled workforce that will be needed for an innovative and sustainable economy.

What are comparable worth evaluations?

Equal pay for work of equal value policies address the structural discrimination reflected in gender pay gaps and in the low pay associated with occupational segregation.  This is done at the level of job type.  The value to employers of jobs typically done by women or by men, and by minority ethnic groups, can by reviewed and compared through human resource systems that give points to different job components, then rank the jobs against each other. 

Gender neutral job evaluations have been specifically designed to eliminate gender bias built into older evaluation systems, including the Hay system.  These gave low weightings to the key skills and responsibilities involved in typical women’s work.  For example, they valued responsibility for money more highly than responsibility for people.  More recently designed systems also recognise and assess the value to employers of emotional labour, by considering skills in human relations, communication, emotional effort or support, and responsibility for client wellbeing.

This strategy will not cure all possible labour market discrimination against women or address all factors that contribute to the situation of disadvantaged groups in the labour market.  It is, however, an important means of investigating and redressing structural discrimination that leads to work being undervalued in the market.
  To be effective, occupational comparisons need to go beyond jobs within firms.  They need to test equal pay for equal worth across the structuring of the labour market by gender and ethnicity.  The boxes give two examples from the health sector.

4.  Would pay equity policies benefit 
Mäori and Pacific women?
Pay gaps by gender and ethnicity
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Published pay gap figures have, until quite recently, compared women to men, or Mäori or Pacific people to the total population.  This is also often the case for other employment indicators.  Not all women are Pakeha, and not all Mäori and Pacific people are men, however.  The gender/ethnic group least commonly reported on is Pakeha men.  The realities of the labour market are probably best reflected in complex earnings comparisons than can show trends over time, by gender, ethnicity, age and income bracket.

Since 1997, data on hourly earnings by ethnicity as well as by gender has been available from the Income Survey (IS), which gathers information from employees.  The previous data source, the Quarterly Employment Survey (QES), gathered information from employers by gender, but did not require them to ask about ethnicity.  Statistics New Zealand’s publications and media releases on IS data on inequalities in average hourly pay have compared Mäori and Pakeha, and women and men, but have not looked at gender and ethnicity combined. Data on the average annual incomes of Mäori and Pacific women has been available from Census data.  Towards Pay Equity: A Discussion Document (July 2002) presented for the first time data on the gap in average hourly earnings experienced by Mäori and Pacific women, compared with other gender/ethnicity groups.  

Hourly average wage comparisons by gender and ethnicity, presented as percentages, are provided in Table 1 (above) and are discussed below.  Table 2 provides comparisons in terms of dollar earnings.  The largest pay gaps in average hourly earnings are experienced by Pacific women, followed by Mäori women, compared with the average hourly earnings of all men and of Pakeha men.  These comparisons indicate an effect by both gender and ethnicity.  Still lower average annual incomes for Mäori and Pacific women reflect the fact that they are, of all groups, the most likely to be in lower paid, less secure occupations.
  

Table 2:  Average hourly earnings by gender and ethnicity, Income Survey, June 2001

	
	Male
	Female
	Average

	Pakeha/European
	$18.51
	$15.27
	$16.90

	Mäori
	$14.09
	$13.07
	$13.60

	Pacific
	$13.67
	$12.45
	$13.09

	Total population
	$17.71
	$14.93
	$16.35


Source: NZ Income Survey: Statistics NZ. Data for Pacific women are subject to higher sampling error.
In analysing IS data, the Department of Labour considered ethnicity as a factor.
  This showed pay inequality that went beyond differences in education and experience.  For Mäori, this inequality was quite small in 1989-91 data, but by 1996-99 a ‘significant wage penalty’ was associated with being Mäori.  This effect was larger for Pacific peoples and for other ethnic minorities across the whole decade.
  

Section 2 reported the Department of Labour analysis of factors in the gender pay gap for all women.   This study did not analysis factors in the larger pay gaps for Mäori or Pacific women, to see whether or to what extent these might differ from the findings for all women.  The finding most relevant to equal pay for work of equal value was that occupational differences between women and men accounted for 20-40 percent of the gender pay gap.  The discussion below shows that women and men employees of both Mäori and Pacific communities are concentrated in distinctly different sets of gendered jobs, in patterns that differ from those of Pakeha women and men.  These patterns reveal the occupational segregation of Mäori and Pacific people in gendered jobs (both male and female), contributing to their lower average earnings.  

Tables 1 and 2 show that pay inequities are structured along lines of both gender and ethnicity.  For Mäori and Pacific women in the labour market, this is a double disadvantage.  Occupational data indicates the patterns of employment through which this disadvantage is organised.  Further analysis and information is needed so that issues specific to Mäori or Pacific of women can be identified and, in partnership with them, solutions can be developed.
Pay inequalities for Mäori women

The Treaty of Waitangi affirms that Mäori have the same rights and privileges as other citizens, through the principles of partnership, active participation and redress.
  Exploratory work on pay equity is an opportunity for government departments to engage with Mäori women on pay inequalities in the labour market and to ensure positive outcomes for Mäori.

In 2001, the government accepted a report from the Ministry of Women’s Affairs entitled Mäori Women: Mapping Inequalities and Pointing Ways Forward.
  This report drew attention to the disproportionate underemployment and unemployment (12.8 percent) that impacts on Mäori women’s earnings and overall incomes.  Despite this lack of resources, Mäori women have an extremely high rate of participation in unpaid community work.  

In response to this report, departments were asked to report back to government on removing barriers to employment for Mäori sole parents, and on:

…improving outcomes for Mäori women by developing options for improving analysis and reporting on closing the gender pay gap, with particular attention to factors that have strongest impact on Mäori women, e.g. occupational segregation, educational and training qualifications.

To date, data on the ‘ethnicity’ pay gap experienced by Mäori people has been more readily available than the specific gendered version of this experienced by Mäori women.  Taking men and women together, Statistics New Zealand analysed June 2001 IS data to show a marked difference in the average hourly earnings of Mäori and Pakeha.  The average hourly earnings of Mäori employees were 80.5 percent of those of Pakeha (see Table 1, page 6).  Their average weekly earnings were $557, which is 81.5 percent of the $683 average for Pakeha.  Statistics New Zealand’s analysis of income data from the 2001 Census took account of different age structures in the Mäori and Pakeha populations, but concluded that there was a wage advantage for all non-Mäori workers over age 25.

A study by Otago University economists using IS 1997-1999 data attributed the lower average hourly earnings of Mäori (and of Pacific peoples – see below) partly to discrimination.  After allowing for differences in age, qualifications, occupational class, household type and other factors, Mäori still received 13 percent less in earnings than non-Mäori.
  This analysis also showed that women earned 18 percent less than comparable men.  However, the study did not present findings by gender as well as by ethnicity, to show the position of Mäori women.  

IS data on the hourly average earnings of Mäori women is available from 1997 to 2001.  These show the double disadvantage of Mäori women or, alternatively, the double premium attached to being both Pakeha and male.  

In June 2001 Mäori women were being paid, on average, just 73.8 percent of the average earnings for all men, and 70.6 percent of the average hourly earnings of Pakeha men.  Mäori women earned, on average, 93 percent of the earnings of Mäori men (whose share of income fell over the 1990s
).  They earned 85.6 percent of the average hourly earnings of Pakeha women,
 who in turn earned 82.5 percent of the average hourly earnings of Pakeha men.
   

As noted, the component factors in the pay gap for Mäori women have not been analysed.  It is likely that educational attainment would be one important factor.  Differences between Mäori and Pakeha in levels of education and training have been linked to differences in income in Census data.  This is not a gender difference.  Mäori women and men both do less well than Pakeha in compulsory schooling.  Mäori women and men who reach tertiary level perform well compared with Pakeha.  The proportion of Mäori enrolling at a tertiary institution more than doubled from 1991 to 1996 and the proportion of Mäori with a post-school qualification grew significantly.
  It is in the labour market, however, that gender and ethnicity differences in earnings emerge.
  After years of experience, tertiary educated Mäori women in fulltime work earn slightly more than Pakeha women.  Both Mäori and Pakeha women earn considerably less than tertiary education men in fulltime work, among whom Pakeha men do better then Mäori men.
 

Occupational differences are a key factor in the pay gap for Mäori women (and also for Mäori men).  In exploring the role of occupational differences in the gender pay gap, the Department of Labour study found little difference between the average pay of Mäori and Pakeha women within broad job categories.  The gap between Mäori and Pakeha women’s average pay arises mainly because proportionately more Mäori women are concentrated in lower paid female occupations.

The 2001 Census showed that a third of all Mäori women employees were employed in 9 occupations:
  sales assistant, cleaner, general clerk, caregiver, primary teacher, information clerk/receptionist, social worker, packer, secretary and catering counter assistant.  Compared with the 1991 Census, fewer Mäori women were working as sewing machinists and more were working as childcare workers and receptionists.  Since the 1980s, the concentration of Mäori women’s employment in the service sector and in clerical work has increased, while their full-time employment in manufacturing jobs has declined.  At the 1986 Census, 45 percent of Mäori women’s full-time jobs were in manufacturing (clothing and light industrial assembly).  The decline of the manufacturing sector has affected skilled, experienced Mäori women in these jobs. 

Mäori men tend also to be segregated into jobs that are typically male, but also show ethnicity concentr-ation and low pay.  The 10 most common jobs for Mäori men were truck driver, labourer, slaughterer, sales assistant, forest hand, crop and livestock farmer/worker, loader/checker, carpenter/ joiner, general manager, builder/contractor.  These jobs, many of them low paid, employed 23 percent of all Mäori men.  

Education has been identified as an important employment strategy for Mäori, both men and women.
   However, evidence of occupational segregation, particularly for Mäori women in low paying caring and service jobs, suggests the need for policies to ensure that Mäori women and their skills are not undervalued, contributing to low pay outcomes.  Employment participation by Mäori women (at 62 percent) is higher than the average for all women, which has increased markedly over the past decade.  The personal earnings of Mäori women are of vital importance not only to whänau, hapü and iwi, but to New Zealand’s aspirations of building a more inclusive society. 

Pay inequalities for Pacific women

In 2001 people of Pacific ethnicity made up 6.5 percent of the population, with the majority (58 percent) born in New Zealand.  The most recent study of Pacific peoples analyses the effects of restructuring and job losses in the 1980s and 1990s, and more recent improvements in economic position, particularly for younger New Zealand-born people.
  

The Pacific population is youthful and will continue to grow.  The Ministry of Pacific Island Affairs is currently developing a Pacific Employment Development Framework that goes beyond persistent inequalities in employment rates to ensuring that the Pacific workforce is able to move into the high growth, high skilled sectors of the future.  It includes a specific goal of maximising the potential of Pacific women.
The labour market situation of Pacific women has tended to be under-reported.  Because Pacific communities are located mainly in Porirua and Manukau, national survey random sampling does not capture sufficient numbers for full analysis of Pacific women respondents.  Data tends therefore to be provided on Pacific men and women together, with little disaggregation or analysis by other variables.  This is also true of IS gender pay gap data in the most recent report on Pacific women and men, which is subject to a higher degree of error than data for other groups.  

Taking women and men together, the IS data for June 2001 showed that Pacific peoples earned, on average, $517 a week, which was 75.6 percent of the average for Pakeha.  The Otago University analysis of IS 1997-1999 data, after allowing for differences in age, qualifications, household type and (very broad) occupational class, still found that Pacific peoples received 17 percent less in earnings than Pakeha.
   

In June 2001, average hourly earnings were lowest among Pacific women.
  They earned 91 percent of the average hourly earnings of Pacific men, 70 percent of the average earnings of all men, and just 67 percent of the average hourly earnings of Pakeha men.  

Pacific women received 81.5 percent of the average hourly earnings of Pakeha women.  This gap had widened since 1997-1998, when Pacific women’s average hourly earnings were 83.9 percent of those of Pakeha women.
  

This pay gap has not been analysed to see whether factors in the gender pay gap for all women are equally valid for Pacific women.  As with Mäori women, it is likely that educational attainment and occupational differences are particularly important in the large gender pay gap experienced by Pacific women, compared with other gender/ethnic groups.

The 2001 Census showed marked occupational segregation experienced by Pacific women.  A third were employed in 11 occupations: cleaner, sales assistant, general clerk, packer, caregiver, information clerk/receptionist, sewing machinist, catering counter assistant and technical representative (sales).  The first four of these jobs employ a quarter of the Pacific female workforce. 

The 10 most common occupations for Pacific men were general labourer, machine operator, stock clerk, sales assistant, cleaner, packer, loader/checker, slaughterer, security officer and truck driver.  These 10 jobs employed 26 percent of all Pacific men.

In the past Pacific women had a higher rate of full-time employment than women as a whole, but this has changed in recent years.
  In 1986 Pacific women, even more than Mäori women, were concentrated in full-time manufacturing jobs and in part-time service sector jobs.
  With the decline of the manufacturing sector, Pacific women’s average annual income decreased by 17.5 percent between 1986 and 1996.  This reflects a shift to more part-time employment, and greater concentration in service sector jobs, at low rates of pay.
  

Despite the gains of New Zealand-born generations, the labour market patterns of Pacific women show the social inequality often experienced by immigrant populations, and the occupational segregation linked to low pay.
   

Women of other ethnic minorities

Reliable gender pay gap data is not available for women of other origins, for reasons of sample size.  The 2001 Census showed that nearly 8 percent of ‘Asian’
 women were sales assistants.  The other most common jobs were general clerk, sewing machinist, retail manager, registered nurse, accountant, waiter, catering counter assistant, checkout operator, accounts clerk and cleaner.  These 10 jobs accounted for 35 percent of these women employees.

The most common jobs for Asian men were sales assistant, retail manager, general manager, chef, accountant, cook, computer applications engineer, and taxi driver, cleaner and clerk.  A quarter of Asian males were employed in these jobs, 9 percent in the first two.

A review of information on the situation of immigrant and refugee women showed that they were meeting barriers and often finding only part-time, casualised employment, often well below their qualifications.  While a common barrier may be language ability, views from some employers suggest that prejudice may also be a factor.

Low pay and job segregation by gender and ethnicity 

International research shows that the concentration of any disadvantaged social group in particular industries, occupations or work groups is associated with low pay.  The greater the degree of job segregation, the lower the pay.
  As Table 1 and 2 show, this observation is doubly true for ethnic minorities in New Zealand.  Census 2001 shows that Mäori, Pacific and Asian people are concentrated in low paid jobs.  Mäori women, Pacific women and Asian women are more concentrated than men in fewer, typically female occupations, as are women in general.

There has been little recent detailed research on labour market patterns and occupational segregation by ethnicity.  A forthcoming paper by Otago economists compares occupational distribution and average wages of Mäori and Pakeha (men and women together), adjusting for educational factors.  They conclude that this shows a discriminatory effect of segreg-ation.
  This study used very broad job groupings, as the Income Survey does not provide a large enough sample of Mäori or Pacific people to link incomes to occupational patterns and other factors, as the Department of Labour study did for the whole population.
  The Department of Labour is currently exploring occupational trends in Census data.  Census income data is gathered in $5000 brackets and includes income from all sources, not just wages and salaries.  It is therefore less accurate, as well as less regularly obtained, than Income Survey earnings data,

The average hourly rate is the most usual measure of fair pay, but the gender/ethnicity pay gaps are even larger in weekly earnings and annual incomes.  Low hourly earnings are compounded by women’s shorter hours in full-time jobs, as well as more part-time employ-ment, and also by periods of unemployment.  Mäori and Pacific women suffer considerably more unemployment and underemployment than Pakeha women or men, and this increased over the 1990s.
  This reflects the fluctuating, part-time, casualised nature of employment in the service sector work that many Mäori and Pacific women are now doing.   

Can pay equity policies address ethnic pay gaps? 

When legislation on employment equity was recommended in the late 1980s, the expectation was that Mäori and Pacific women would benefit through pay equity claims and wage adjustments for the occupations in which they were concentrated.  A two-pronged strategy of pay equity and equal employment opportunity was recommended by the Working Group on Employment Equity.
  There was specific provision for targeting Mäori and Pacific people for equal employment opportunities.  Despite the repeal of the Employment Equity Act, 1990, a focus on equal opportunities for these groups continued in state sector ‘good employer’ requirements, and in new human rights legislation covering employment.  The 2001 pay gaps make it clear that this strategy alone has been not effective in improving employment equity for most Mäori and Pacific women.

Discrimination by ethnicity as well as gender has been part – albeit a very small part – of the international debates that gave rise to ‘equal pay for work of equal value’ as a policy strategy.
  Countries with larger populations than New Zealand’s are able to undertake statistical studies of earnings by gender and ethnicity at detailed levels of job categorisation.  Studies have shown, for example, that the higher the percentage of Black or Hispanic people in an occupation, the lower the average wage.
  

The evidence suggests that adjusting pay rates to give equal pay for work of equal value would benefit Mäori and Pacific women.  A US study of the Current Population Survey showed that wages decreased significantly with each 1 percent increase in the proportion of minorities in that occupation.  This affected the average earnings of non-minorities in that occupation also.  The study then tested the potential of pay equity policies by adjusting these average pay figures to remove the structural discrimination effects of gender and ethnic segregation.  It found that this could have a significant impact on the percentage of workers on incomes below the official poverty line.  In 13 occupations with mainly ethnic minority women, such pay adjustment could bring 59 percent of workers out of poverty.
  This suggests that a pay equity policy that addresses the main occupations for Mäori and Pacific women could have similar benefits. 

More than 30 US states have implemented pay equity policies in public employment.  Three states, a few counties, and two cities with high Afro-American populations have also addressed the effects of racial discrimination on pay through comparable worth assessments, followed by pay adjustments.
  A pilot study of federal jobs also covered ethnic minorities, but was taken no further when pay equity met defeat in federal politics. 

Occupational segregation and low pay are particularly experienced by Mäori and Pacific women.  Although current employment goals and strategies include increasing sustainable employment for Mäori and Pacific people, little policy focuses on the kinds of jobs that Mäori and Pacific women are in, their skills and responsibilities, and their rates of pay.  

Strategies to address this include increasing educational qualifications, and ensuring that Mäori and Pacific people have the kinds of skills that will match jobs in the new knowledge economy.
   A qualification strategy may, however, increase the barriers for some women in the occupations in which they are already employed.  Cultural skills, community networking and language ability can be recognised and valued in many ways; designing or gaining a qualification may not always be seen as appropriate.  A pay equity approach recognises and values the skills, responsibility, effort and conditions involved in the jobs that Mäori and Pacific women are already doing.  

5.  What are our national and international obligations? 

Introduction

New Zealand has international obligations and national legislation related to pay equity.  This section explains these briefly, then looks at what is being done about pay equity in countries similar to ours.

In reading this section, two things may be noted.  First, since the 1950s, all the relevant international treaties New Zealand has signed have talked about ‘equal pay for work of equal value’.  This is a step beyond current New Zealand law, which, following 1986 interpretation and 1991 labour relations changes, requires that women and men be paid the same only if they are doing exactly the same job for the same employer.  

Secondly, in both international law and New Zealand law, pay equity began as a labour relations issue, then also became a human rights issue.  When progress in labour negotiations and labour laws has been slow, the debate about equal pay for work of equal value has shifted to take in arguments based on human rights.
   Both perspectives are useful in thinking about how best to deliver pay equity.  Both have limitations and possibilities that vary between countries, as discussed in the next section. 

New Zealand’s international obligations

Several international Conventions related to equal pay for work of equal value have been signed by New Zealand governments and ratified by Parliament.  These are listed below in order of ratification by New Zealand.  These Conventions set international goals and standards, against which New Zealand may measure its own performance, and against which others may measure New Zealand’s reputation.  

Covenant on Economic, Social and Cultural Rights (1966, in force 1976)

New Zealand ratified this United Nations Covenant on 28 December 1978.  Article 3 ensures ’the equal right of men and women to the enjoyment of all economic, social and cultural rights’ addressed by this Covenant.  Article 7(a) covers: 

Remuneration which provides all workers, as a minimum, with: 

(i) 
Fair wages and equal remuneration for work of equal value without distinction of any kind, in particular women being guaranteed conditions of work not inferior to those enjoyed by men, with equal pay for equal work; 

(ii) 
A decent living for themselves and their families….

ILO Convention 100: Equal Remuneration (1951)

New Zealand ratified International Labour Organisation Convention 100 on 3 June 1983, together with ILO Convention 111 on Discrimination (Employment and Occupation (1958).  To date, 153 countries have ratified these Conventions, although the level of implementation varies.  In 1998 the two Conventions were included in the Declaration of Fundamental Principles and Rights at Work as ‘arising from the very fact of membership’ of the ILO country 
. 

Convention I00 is short and specific to equal pay for work of equal value, requiring members:  

…to ensure the application to all workers of the principle of equal remuneration for men and women workers for work of equal value…

    Where such action will assist in giving effect to the provisions of this convention, measures shall be taken to promote objective appraisal of jobs on the basis of the work to be performed.
The Convention allows members flexibility in whether this policy objective is implemented through collective bargaining, legislation and/or other legally recognised wage setting machinery.  It was accompanied by a Recommendation (R90) that action be taken in regard to all central and local government agencies, enterprises in public ownership, and work under public contract.  If feasible, it also recommended legal enactment for the general application of equal remuneration for men and women for work of equal value in all occupations.  

ILO Convention 100 goes beyond equal pay for women and men in the same job, as provided by New Zealand’s state and private sector Equal Pay Acts (see below).  Ratification of the two Conventions, as well as campaigning by women, contributed to government policy development, then to legislation on pay equity and equal employment opportunity in the late 1980s.  With the repeal of the Employment Equity Act, this international obligation to address equal pay for work of equal value remains unfulfilled. 

In 2002, the ILO Committee of Experts noted that all New Zealand legislation, including the Employment Relations Act 2000, related to equal pay in the  ‘same or substantially similar’ jobs, not to equal pay for work of equal value. 

The Committee once again asks the government to indicate the measures taken to ensure the observance of the Convention and its application in practice.

Convention on the Elimination of (All Forms of) Discrimination 
against Women (CEDAW) (1979)

This Convention, adopted by the UN General Assembly in 1979, is often described as an international bill of rights for women.  It was developed by the Status of Women section of the UN’s Human Rights Division, which has advocated equality for the world’s women since 1946.   New Zealand ratified CEDAW on 10 January 1985.  Article 11 addresses equal employment opportunity, training and promotion and, in particular, equal pay for work of equal value:  

Parties shall take all appropriate measures to eliminate discrimination against women in the field of employment in order to ensure, on a basis of equality of men and women, the same rights, in particular... 

(d)   the right to equal remuneration, including benefits, and to equal treatment in respect of work of equal value, as well as equality of treatment in the evaluation of the quality of work;...

CEDAW is more than just a statement of goals.  Countries that have ratified or acceded to the Convention are legally bound to put its provisions into practice.  Governments are required to take action to ensure that laws, customs and practices do not discriminate against women in the political, economic, social, cultural, civil or any other field.  They must report periodically on measures taken to comply with these obligations.  Article 22 entitles non-government agencies to make representations to the CEDAW Committee, leading to NGOs also reporting on government progress, or lack of progress.  

In 1995 the UN Fourth World Conference on Women at Beijing adopted a Platform for Action.  This included strategic objectives specific to equal pay for work of equal value:  

Strategic objective F.1.
Promote women's economic rights and independence, including access to employment, appropriate working conditions and control over economic resources. 

Actions to be taken: 

By Governments: 

1. Enact and enforce legislation to guarantee the rights of women and men to equal pay for equal work or work of equal value; ……………[etc.]

Strategic objective F.5.
Eliminate occupational segregation and all forms of employment discrimination 

Actions to be taken:

By Governments, employers, employees, trade unions and women's organisations: 

a.   Implement and enforce laws and regulations and encourage voluntary codes of conduct that ensure that international labour standards, such as International Labour Organisation Convention No. 100 on equal pay and workers' rights, apply equally to female and male workers; …….

The Committee for CEDAW responded critically to New Zealand’s 1998 CEDAW report:

The Committee expresses serious concern at the continuing wage differential between women and men, which was not expected to narrow under current trends… and at the impact of the repeal of the Pay Equity Act for women’s equal pay rights.  The Committee recommends that further efforts, including through legislation and innovative policies, be made to reduce the gender wage differential…

The Government should also consider developing an ’equal pay for work of comparable value’ strategy, and reinstate respective legislation.

Without such policy action on pay equity, New Zealand is open to the charge that it is not in compliance with the International Conventions to which it is a signatory.

In June 2000, five years after the United Nations’ Fourth World Conference on Women in Beijing, a special session of the UN General Assembly was held to review progress.  Delegates again called for national-level action initiating positive steps to promote equal pay for equal work and work of equal value, and to diminish income differentials between women and men.
  

There is currently no policy that addresses equal pay for work of equal value, as set down in the international conventions. 

	A short history of pay equity in New Zealand

The first call for equal pay for women was in 1897, when suffragists who formed the National Council of Women protested against ‘sweated’ female labour.
  In 1914 the Public Service Association called for ‘equal treatment as to pay and privileges for female employees’, but after the war female cadets were no longer appointed and women clerks had only temporary positions until 1947.
  Collective bargaining for wage awards was extended to private sector occupations in 1936, resulting in high female unionisation and a lower gender pay gap than in most comparable countries.
   The Clerical Workers Union raised equal pay for women in award negotiations in 1937 and later years, without success.
  Awards routinely included separate male and female rates for the same job.

In 1944 a PSA Women’s Committee began to campaign for equal pay and fair promotion.  The Campaign for Equal Pay and Opportunity, a coalition of public sector women, private sector unions with large female memberships and women’s organisations, made equal pay an election issue.4 The Government Service Equal Pay Act was passed in 1960, but it was twelve years before the Equal Pay Act 1972 extended this to the private sector.  By 1977 the gender pay gap had narrowed 6 percentage points, contributing only 3 percent to the 64 percent inflation over those years.
  
From 1977 to the mid-1980s, there was little further improvement.  The Equal Pay Acts required the ‘same rate for the job’ for women and men, but men and women are typically employed in different jobs.  In 1985 the Clerical Workers Association took a test case to the Arbitration Court.  They argued that the standard clerical rate was now a ‘depressed female rate of pay’ and should be revised under the Equal Pay Act.  Further, they asked for equal pay comparisons between typically female occupations and a ‘notional male rate’, referred to in S.3(1)(b) of the Act.  The Court declined jurisdiction, and a campaign began for legislation to provide Equal Pay for Work of Equal Value.  

This campaign was part of an international movement, sharing concepts, research and tactics with women in the UK, USA, Canada and Australia.   It drew on the efforts of women in unions, political parties and universities and was endorsed by a wide range of women’s organisations.
  Policy work by the Department of Labour, Ministry of Women’s Affairs and National Advisory Council on the Employment of Women led to a Working Party whose recommendations led to legislation. 
  

The Employment Equity Act 1990 extended the EEO requirements of the State Sector Act 1988 to local governments and large private sector employers.  It set up a Commission to make independent equity assessments based on claims by any union or group of 20 women for a female-dominated occupation, compared with two male-dominated occupations.  Gender neutral job evaluation was developed.
  Ten claims were lodged, but not carried out.  These included practice nurses, medical receptionists, and cosmetic saleswomen, compared with, respectively, uniformed police, hospital electrical workers, and auto-part salesmen, all of whom earned around $100 a week more than their female counterparts.  Once assessed, adjustments to wage award rates were to be negotiated in annual collective bargaining.  However, this Act was repealed within three months of its passing, following a change of government.

The new government established the EEO Trust in 1992 to promote voluntary action on EEO as good human resource practice by employers.  Over the 1990s, no further action was taken on pay equity.  International obligations to address this issue remain.    


New Zealand legislation against discrimination in employment

Patterns of recruitment and employment are variously attributed to women’s own preferences, to cultural factors and social attitudes shaped by history, and to discrimination. Current legislation addresses discrimination in employment and equal pay for women and men doing the same job.  The relevant employment relations legislation is discussed below in chronological order, followed by human rights legislation.  

Government Service Equal Pay Act (1960)

This Act eliminated separate male and female pay scales, including different rates of pay for doing the same job, in the public sector.  It continues to apply within the restructured framework of the State Sector Act 1988.

Equal Pay Act (1972) 

This Act is the private sector equivalent of the Government Service Equal Pay Act, 1960.  It abolished male and female rates of pay in private sector wage awards, implementing equal pay for women and men if they were in the same job category (occupation).  The criteria to be applied under the Equal Pay Act are: 

(a)  For work which is not exclusively or predominantly performed by female employees--- 

(i) The extent to which the work or class of work calls for the same, or substantially similar, degrees of skill, effort, and responsibility; and 

(ii) The extent to which the conditions under which the work is to be performed are the same or substantially similar: 

(b) 
For work which is exclusively or predominantly performed by female employees, the rate of remuneration that would be paid to male employees with the same, or substantially similar, skills, responsibility, and service performing the work under the same, or substantially similar, conditions and with the same, or substantially similar, degrees of effort.
This notional male rate’ was argued by the Clerical Workers Union to allow comparison between typically male and female work of equal value.  The Arbitration Court ruled that it had no further ‘need or power’ to consider this issue, since registration of adjusted award rates during the 1973-1977 implementation period of the Equal Pay Act indicated de facto acceptance that equal pay, as defined above, had been achieved.  The question could not be reopened.
   

Opinions continue to vary on whether this Decision was correct, or whether it might be overturned if a further test case were taken.  The Act does not use the term ‘equal pay for work of equal value’, but US courts have interpreted ‘substantially similar’ jobs more widely than ‘same’ jobs.  References to skills, responsibilities, effort and services performed exclusively or predominantly by women suggest a comparable worth approach.   The Working Party on Employment Equity considered, however, that more specific legislation would be needed (see Employment Equity Act, 1990, p.33).  
In 1991 the practical application of the Equal Pay Act was narrowed as a result of employment relations legislative changes removing wage awards.  A section was added widening the definition of unlawful discrimination to include terms of employment, conditions of work, fringe benefits, and opportunities for training, promotion, and transfer’, as well as differing pay rates for ‘the same or substantially similar work’.  

The current effectiveness of this Act even for equal pay for the same job has been criticised on several grounds.
  Under the current employment relations framework, both this Act and the Government Service Equal Pay Act 1960 have narrower application for equal pay than when they were enacted.  Many wage rates – and therefore equal pay – used to be negotiated between occupational unions and employer groups, and the resulting wage awards set minimum rates for all employers employing people in the described kind of work.  Since 1988 in the public sector, and since 1991 in the private sector, wages have been negotiated within organisations or firms, between each employer and his/her own employees (with or without union representation), through individual or collective agreements.
  

With occupational awards gone, complaints and male/female comparisons are now possible only within the workforce of a single employer.  Since 92 percent of New Zealand firms employ fewer than 10 people (full-time equivalents), there would be few opportunities for either equal pay or equal pay for work of equal value comparisons within firms.  Although 38 percent of all employees work for 100+ employers (including government organisations),
 occupational comparisons within an organisation are unlikely to benefit the rest of the labour force.

Equal pay cases can be taken to the Employment Court by a labour inspector or by an individual (or her union).  With 80 percent of all employees on individual employment agreements, it is now more difficult for a woman to know what male co-workers are being paid.  In recent years, few complaints of unequal pay have been made under this Act, and none have progressed to a Court hearing.
  
State Sector Act (1988) 

From the 1980s, policies and programmes to increase Equal Employment Opportunity (EEO) were developed as a way of addressing occupational segregation.
  

The State Sector Act included a provision requiring state departments to implement equal employment opportunities programmes.  This reflected an earlier code of practice addressing women’s issues that had sat alongside the previous occupational awards for the public service.  Chief executives of government departments are required to be ‘good employers’ (S.56).  This includes recognising the employment requirements of women and employees with disabilities, and the ‘aims and aspirations, and the cultural differences, of ethnic and minority groups’, as well as specific recognition of the aims and aspirations and employment requirements of Mäori.  State employers are also required to develop, publish and report annually on an equal employment opportunities programme.  Such programmes aimed to identify and eliminate:

…policies, procedures, and other institutional barriers that cause or perpetuate, or tend to cause or perpetuate, inequality in respect to the employment of any persons or group of persons  (S58).

The above definition is wide enough for recent monitoring of EEO to include monitoring pay and promotion systems.  To date, departmental pay systems have not considered equal pay for work of equal value.

Employment Equity Act (1990) (repealed)

In 1988, following the ruling that equal pay for work of equal value could not be addressed under the Equal Pay Act, a Working Party on Employment Equity recommended new legislation to provide a clear legislative directive to the courts.
   An Act was implemented in 1990, then repealed within three months by an incoming government.  

The Employment Equity Act would have extended state sector equal employment opportunity programmes to large employers in the private sector.  An Employment Equity Commissioner was appointed, one of whose functions was to conduct pay equity assessments.  These would be instigated by a union or group of 20 women lodging a claim for a female-dominated (70 percent) occupation to be compared with ‘comparators’ in two male dominated occupations.  A method for gender neutral job assessments was developed.
  Ten claims were lodged, but the Act was repealed before assessments could be undertaken.
  

Any pay equity adjustments that resulted from these assessments were to be delivered as part of negotiations for occupational wage awards.  In April 1991, the employment relations system based on occupational bargaining was repealed and replaced by enterprise-based contracts. 

EEO policies for the private sector

From 1991, government policy focused on labour market change through equal employment opportunity for women and other disadvantaged groups, rather than pay issues.  A Private Member’s Bill in 1991 failed to retain the EEO provisions of the Employment Equity Act.  Voluntary equal employment opportunity programmes were supported from 1992 by creating an Equal Employment Opportunities Trust and a contestable fund for projects.  
The EEO Trust promotes fair hiring and promotion practices among employers as an efficient human resources strategy that can help businesses respond to the diversity of New Zealand markets.  In the private sector, equal employment opportunity activities are entirely voluntary and have seldom touched on pay issues.  Public sector members’ involvement in the Trust complements requirements under the State Sector Act.  In May 2001, 171 of the 288 member organisations of the EEO Trust were private sector organisations.  Other members are crown entities, and government and local government agencies.
  

EEO programmes focus on equitable access for women (and other target groups) to jobs and promotions, and equitable treatment generally.  One strand of such programmes encourages women to qualify and apply for jobs traditionally filled by men.  

Another focus is alleviating the discrimination often faced by women, ethnic minorities and people with disabilities when they try to access particular jobs.  Promotional activities aim to change attitudes that reflect and recreate longstanding patterns of occupational segregation.  

EEO policies also aim to reduce the discrimin-ation women face as a direct result of their 

family responsibilities.  ‘Work and family balance’ is now being given more attention by some employers, but usually in more highly paid work-

places and professional occupations, rather than the occupations in which the majority of women work.  Any labour market wide benefits from these policy directions will appear only over a very long timeframe. 

As a policy strategy, EEO is necessarily long term.  Such change requires long term education and skill training strategies.
  There may be fewer opportunities to change one’s occupation or career direction in times of high unemployment, when employers can choose among experienced applicants. 

EEO initiatives are likely to contribute to narrowing the gender pay gap over time, by changing the occupational patterns of the labour market.  They do not, however, address the link between occupational differences by gender and/or ethnicity, and lower average pay.  EEO policies may encourage women into a wider range of jobs.  They do not implement the principle of equal pay for work of equal value.  Pay equity policies are about valuing the work that women already do.

Employment Relations Act 2000

This Act replaced the Employment Contracts Act 1991, and provides a framework for ‘good faith’ bargaining between employers, employees and unions for individual, collective or mult-employer wage agreements.  The Act included employment discrimination provisions in the previous Act and in some earlier occupational wage documents.  Protection against sexual harassment was extended, and racial harassment was included for the first time. 

This Act mirrors more closely the provisions of the Human Rights Act, in grounds, in language and in a complaints-based remedy for individuals.  It defines discrimination as being when an employer: 

...refuses or omits to offer or afford to that employee the same terms of employment, conditions of work, fringe benefits, or opportunities for training, promotion, and transfer as are made available for other employees of the same or substantially similar qualifications, experience, or skills employed in the same or substantially similar circumstances; 

because of the employee’s:

(a) sex: (b) marital status: (c) religious belief: (d) ethical belief: (e) colour: (f) race: (g) ethnic or national origins: (h) disability: (i) age: (j) political opinion: (k) employment status: (l) family status: (m) sexual orientation.

The Act refers to ‘terms of employment’, rather than pay or remuneration.  There is no mention of equal pay for work of equal value.  This omission has been drawn to the attention of government by the International Labour Organisation Committee of Experts on Convention 100: Equal Remuneration.

Employees can take a personal grievance case against their employer in the Employment Court for discrimination, or make a complaint under the Human Rights Act, but not both.  When a pay discrimination complaint on grounds of sex is lodged by a woman (or her union) under this Act or one of the equal pay Acts, mediation services are available to help the parties resolve the problem by agreement.  If this is not possible, the Employment Relations Authority can be asked to investigate.  A decision by the Authority can be appealed to the Employment Court, then to the High Court.  No cases of sex discrimination in pay were heard by the Employment Relations Authority in the two years to June 2002.

Bill of Rights Act (1990)

The New Zealand Bill of Rights Act 1990 includes a broad prohibition against discrimination by sex or ethnicity and other grounds included in the Human Rights Act, 1993. 

Human Rights Act (1993)

This Act prohibits discrimination in employment matters on grounds of sex (and other attributes already listed for the Employment Relations Act above).  Using the same wording as in the 1991 amendment to the Equal Pay Act, it is unlawful under the Human Rights Act to offer an employee:

…less favourable terms of employment, conditions of work, superannuation or other fringe benefits, and opportunities for training, promotion, and transfer than are made available to applicants or employees of the same or substantially similar capabilities employed in the same or substantially similar circumstances on work of that description.

Complaints are initiated by individuals against employers, who may include contractors and persons for whom unpaid work is done.  The Act allows for cases on behalf of a class of women (S.83), but none has ever been taken.  Although not tested in court, it is likely that pay discrimination cases could relate only to comparisons within the same firm.  Between 1993 and 2000, 52 complaints have related to sex discrimination in employment; 16 of these complaints related to pay discrimination, 15 being from women.
   

In December 2001 this Act was amended to amalgamate the Human Rights Commission and the Race Relations Office.  Changes were made to allow Commission officials to instigate a formal conciliation process, similar to the dispute mediation service offered under the Employment Relations Act 2000.  If the problem is not resolved, the complainant can ask for the matter to be taken to a Human Rights Review Tribunal.  In the two years to June 2002, the Human Rights Commission received four complaints of gender based pay discrimination.  One was declined jurisdiction, two were settled, and the fourth has yet to come before the Tribunal.

When complaints are settled informally or through mediation, names, details and remedies are not made public and are not available to others.  Even without details, however, the Commission believes that publicising the issues is an important educational strategy.  

Another change was the appointment of a new full-time Equal Employment Opportunities Commissioner, with responsibilities related to ‘equal employment opportunity (including pay equity)’.  Earlier government exemption from full compliance with human rights standards expired on 31 December 2001.  Under the new structure, work is beginning on a National Plan of Action for human rights.  This is likely to include pay equity as a human rights issue for women.
  Under these changes, the Commission is also able to undertake a general inquiry into any matter that may involve an infringement of human rights.  It is able to evaluate the role of legislation, guidelines and voluntary codes of practice and to provide advice and leadership about equal employment opportunity, including pay equity.

Rights or regulation?

The above legislation shows a shift away from seeing pay equity for women as an issue for labour market regulation, and towards seeing it as a matter of individual human rights.  Women’s rights are indeed human rights.  However, the shift in perspective also means a shift in what is seen as appropriate policy action by government.  Human rights tend to be thought of and operationalised as rights for individuals, rather than as protections for social groups.  Current employment law and human rights law rely for their effectiveness on individuals taking complaints.  This is a shift away from traditional labour law perspectives, which aimed to balance the differing interests of employee and employer groups, and provided for processes of collective action and remedies that applied to groups or classes of people.
   

Current labour and human rights laws against discrimination cover pay discrimination, although explicit words such as ‘pay’ or ‘remuneration’ are not used in all Acts.  The remedy available to women and others experiencing pay discrimination is to take an individual complaint.  The onus is on the individual complainant to identify the problem and instigate the complaint.  This requires knowledge about the woman’s own pay and other terms of employment, compared with those of male employees within the same organisation.  A labour inspector, union or Human Rights Commission official may then take up and investigate the case.  

The role of the employer is to acknowledge or defend the charge.  Although it is against the law for employers to discriminate, there is no requirement to ensure or demonstrate that pay systems are equitable.  When cases are settled through mediation before they reach the stage of adjudication, details of situations and remedies are not readily available to other employees.  The potential deterrent effects of publicly naming non-compliant employers are also lost.
.
This is a more passive policy approach than the government action called for in the UN Convention on the Elimination of (All Forms of) Discrimination against Women.  

The policy gap

It will be seen that at present these laws and remedies do not meet New Zealand’s obligations under international conventions to address pay equity for women through equal pay for work of equal value.  At the time the ILO Convention and CEDAW were ratified, New Zealand considered itself in full compliance, given the wording of the Equal Pay Act 1972 quoted above.  The 1986 court ruling blocked that avenue to equal pay for work of equal value.  The repeal of further legislation in 1990 means that New Zealand is now non-compliant.  Concern about this has been expressed by the Committees for ILO 100 and for CEDAW. 

Several current Acts make discrimination in pay formally illegal, but there is no requirement for private sector employers to consider whether their pay system might be discriminatory, or to take action to ensure it is not.  In the state sector, a requirement for equal employment opportunity programmes is taken by the State Services Commission to imply attention to discrimination in pay, but does not explicitly require this.  

Statistical monitoring by government indicates continuing unexplained gaps in average pay by gender and by ethnicity.  It also shows that occupational differences are an important feature of these pay gaps.  However, little ‘government action’ has been taken to eliminate any structural discrimination in the way occupational differences mean lower average pay for women and ethnic minorities.  No current policies in fact address the long-standing and specific commitment to ‘action by government’ to ensure equal pay for work of equal value, under ILO Convention 100 since 1983 and under CEDAW since 1985.

6.  What’s happening in other countries?

Pay equity is a current policy issue in countries comparable to New Zealand.  Variations in social and family patterns shape the participation of women in the labour market.  Historically different approaches to labour relations also crucially affect the patterns of women’s employment.  Comparisons between countries on one issue may be less useful than case studies showing interacting factors.  There is ample evidence, for example, that centralised bargaining systems and protective interventions such as minimum pay result in narrower gender pay gaps.
   

Of the countries reviewed in this section, only Australia and Sweden have centralised bargaining that sets wage rates across firms, by occupation or industry.  The other countries all have decentralised enterprise-based bargaining, similar to New Zealand’s current system. 

Gender pay gaps associated with occupational segregation are an international phenomenon.
  Under the Conventions reviewed in the last section, an international approach to the problem is developing, as countries draw on each other’s experiences.  Variations between labour relations systems and political cultures mean one size does not fit all.  Nevertheless, ideas can be borrowed and lessons learned from other countries as we think about what might work best for New Zealand.

This section briefly reviews equal pay for work of equal value policies in mainly English speaking countries.  A number of these country examples suggest a gap between policy intentions and system effectiveness.  The Ministry of Women’s Affairs and the Department of Labour are undertaking further work to evaluate these varying policy approaches.

Australia 

In Australia, equal pay for work of equal value has been incorporated into policy, but not totally into practice.  Many wage rates are negotiated by union and employer groups and set down in wage awards.  In 1969 and 1972, two significant cases before the Commonwealth Conciliation and Arbitration Commission (CCAC) established pay equity principles.  The first provided a limited application of equal pay that benefited just 18 percent of women employees.  The second broadened equal pay to ‘equal pay for work of equal value’.  The potential coverage of this was estimated to be 1.5 million women.  However, it relied on individual unions taking pay equity cases on behalf of their women members.  This was done on an ad hoc basis, and usually resulted in employers and unions agreeing to integrate male and female pay scales without any examination of the different work done by male and female employees.  For example, local government secretaries were added to the bottom of the clerical range, with typing assumed to be inferior to clerical work rather than an additional specific skill.  

Nevertheless, these changes, together with minimum wage changes, resulted in a faster improvement in Australia’s female-to-male earnings ratio than in any other country, from around 60 percent to 80 percent in six years.

In the 1980s the women’s movement and the Australian Council of Trade Unions (ACTU) pushed for claims based on comparable worth between job components, as in the US.  The CCAC refused this approach to women’s wages, saying that it would ‘strike at the heart of long accepted methods of wage fixing’.  In the 1990s, requirements for equal pay for work of equal value were inserted into federal labour relations Acts.  Neither these nor ACTU claims included a consistent definition of comparable worth, a method of evaluation, or a means of implementation, however.  On a case by case basis, findings of indirect discrimination could be settled, for example, in a new enterprise agreement, without addressing the occupational segregation associated with this undervaluing of women’s work.
  

In 1995 Australia undertook its most comprehensive national employment survey to date, gathering information on earnings, job types and workplaces.  This demonstrated that the higher the proportion of women employed in an industry, an occupation, a firm, or a work team, the lower the average pay.
  In the view of the New South Wales Department for Women, this inequitable pay for women is a form of cost-shifting that leaves women, their families, communities, and social services carrying part of the real cost of labour.
 

In 1997 a New South Wales Pay Equity Taskforce concluded that the collective industrial system was suitable for addressing pay equity, with some legislative amendments, and that determination of the value of women’s work was crucial.  New principles adopted in June 2000 included ‘assessment of the work, skill and responsibility… on a gender neutral basis and in the absence of assumptions about gender’.  An economic projection concluded that, with careful introduction, pay equity measures would have short term risks for certain industries, but no lasting negative effects on employment or the economy.
 

In 2000 the NSW Department of Industrial Relations began a new three year phase of its Pay Equity Strategy, working with employers and unions ‘at the micro-level’ of pay outcomes.
  In 2001 the ACTU launched a series of pay equity cases in New South Wales, Queensland, Victoria and federally, seeking significant pay rises for female dominated occupations undervalued in relation to similar male dominated ones.  In March 2002 the NSW Industrial Relations Commission ruled in favour of a public sector pay equity claim comparing librarians with geologists.

Other states have also raised the issue.  In Western Australia, where labour relations legislation makes no mention of pay equity, the gender pay gap for full-time women workers is 18 percent, compared with 10 percent Australia-wide.  In Victoria, the Community and Public Sector Union is preparing disparity claims comparing male and female trades people.  In July 2000 the Tasmanian Industrial Relations Commission adopted a pay equity principle to address the absence of specific provisions in its 1984 legislation. 

In September 2000, a Queensland Pay Equity Inquiry considered the extent of pay inequity in the state and the adequacy of current legislation, and adopted the most comprehensive pay equity principle to date.  The Industrial Relations Act 1999 had clarified earlier wording by defining pay equity as equal remuneration for men and women for work of equal or comparable value, and allowed pay equity orders to override award bargaining.  The Inquiry concluded that current provisions were sufficient to remedy undervaluation of work, but recommended amendments to ensure consistency and certainty, and the inclusion of a pay equity provision in the mandatory content of wage awards.
 

European Union

Pay equity policies in the widening circle of European Union countries are influenced by principles that go back to the Treaty of Rome in 1958, which founded a single market for certain commodities.  Its Article 119 (now Article 141 EC) addressed equal pay for equal work.  The Equal Pay directive of 1975 (75/117/EEC) broadened this to equal pay for work to which equal value is attributed, and laid down a wide definition of remuneration. 

Over the years, Article 119 has been reinforced by further statements specific to women and on more general workers’ rights.  The Amsterdam Treaty of 1994 committed EU member countries to making equity between women and men a concrete reality.  However, there is still a long way to go to achieve this in national level politics.  

The European Union originated in a trade and customs treaty.  Its interest in women has therefore focused on equality in labour markets, which may affect business competition across borders.
  This origin has also meant that progress on all social and political issues has been slow.  Although moving towards political union, the European Union is like other international groupings.  Its broad commitments are formulated jointly by member states, but are implemented by each government in the light of national differences and national politics, with mixed results.

The EU Articles have, however, meant that pay and other job discrimination complaints can be taken beyond national policies to the European Court of Justice.  As with human rights law, the onus of proof lies with the complainant.  The language of equity in EU directives has, however, also been used to block affirmative action in the employment of women.

Ireland

Irish pay equity laws in 1974 and 1975 resulted from EU membership and directives.  At the time of the Anti-Discrimination (Pay) Act 1974, a government request for a temporary reprieve on grounds of cost was turned down by the European Commission.  The 1974 Act covered same work, similar work and work of equal value with respect to skill, effort, responsibility and working conditions, and applied to both public and private sectors. 
However, responsibility for implementing Ireland’s wide pay equity policy rested with the individual woman who believed she was underpaid.  She selected a male comparator and lodged a claim with her union, the Employment Equity Agency responsible for the Act, or directly with her employer as a labour relations dispute.  Following the latter route, Labour Relations equity officers found that ‘like work’ did not include work of higher value at lower pay, until a European Court of Justice case ruled that it should.

There was no obligation on employers to use job evaluation for equity purposes, and the practice has not been widespread.  In investigating any claim, trained Equity officers spent several days observing aspects of job tasks, with no points scale or weights applied to factors.  Responsibility was usually considered most important.  The subjectivity of this was criticised, particularly when company-supplied job descriptions were used.  Also criticised were exceptions in the Act, including allowing male-female pay differences on unspecified ‘grounds other than sex’.  Employers frequently used this to defend pay equity claims.  These reasons became well established in case law, including some which the Labour Court admitted ‘might be absurd’, but which were not prohibited.   

In the five years following the 1974 Act, the earnings gap for women narrowed from 61 percent to 69 percent of male hourly earnings.  Since 1980 that gap has narrowed only slightly more.  As unemployment rose in the 1990s, the number of pay equity complaints declined.

In 1998, a new Employment Equality Act prohibited discrimination on grounds of gender, marital or family status, sexual orientation, religious belief, age (except under 18 or over 65) and race (including ‘the travelling community’).  Discrimination on all these grounds is challenged using a ‘comparator’.  Gender discrimination allows comparisons of jobs ‘in which the proportion of persons who are disadvantaged is substantially higher’ than in the comparator group.  Comparators are no longer limited to those available within the employing organisation. Comparisons are based on the following definition of ‘like work’:

(a) both perform the same work under the same or similar conditions, or each is interchangeable with the other in relation to the work,

(b) the work performed by one is of a similar nature to that performed by the other and any differences between the work performed or the conditions under which it is performed by each either are of small importance in relation to the work as a whole or occur with such irregularity as not to be significant to the work as a whole, or

(c) the work performed by one is equal in value to the work performed by the other, having regard to such matters as skill, physical or mental requirements, responsibility and working conditions.
Employers are required not to discriminate, but it is a defence that they ‘took such steps as are reasonably practicable’ to prevent discrimination.  The Act does not dictate what such steps might be, but continues to include extensive detail on exceptions and is complaints based.  A gender equity clause is required to be included in all individual and collective employment contracts.  An Equality Authority has a promotional and overview role only.  The Act also covers sexual harassment at work, and rights to union membership or non-membership. 

United Kingdom 

The Equal Pay Act abolishing separate male and female rates of pay was passed in 1970 and came into full force in 1975.  In 1984 the Act was amended to include equal pay for work of equal value.  This legislation was driven by the UK’s obligations on joining the European Common Market.  

Although the 1970 Act meant higher wages for some women, over the next 17 years the gender pay gap narrowed by just 3.3 percent.  By 1987 the gap was in fact wider than it had been in 1975, although it has slowly narrowed since then.  In 1999, UK women in full-time work earned on average 81.5 percent of the hourly average earnings of men in full-time work (including overtime).  Their annual earnings were around 75 percent of men’s.  In part-time 

work, women earned on average 60 per cent of the hourly earnings of full-time male employees.  This part-time gender pay gap is important, since part-time work now accounts for 44 percent of female employment.
  Both the gender pay gaps and the proportion of women in part-time work are the highest in the EU.  Research has shown somewhat lower gender pay gaps in those industries covered by wage councils, which have now largely been abolished in a shift towards enterprise bargaining.  With them went minimum rates of pay in service sectors such as retail and catering.  Falling public sector pay rates relative to the private sector may also have disadvantaged women.  

Some women have succeeded in achieving substantial increases through claims under the 1984 legislation, which compared the worth of their job with that of a male workmate.  However, it provided little benefit to the majority of women, for two reasons.  First, equity claims depended on individual women having sufficient knowledge of the law, information about colleagues’ jobs and pay rates, resources and courage to initiate a claim.  Evaluation systems being used were seldom gender neutral, and tribunals hearing claims had little expertise.  Secondly, claims were limited to comparisons only with males employed within the same firm or organisation.  Any pay equity outcome would therefore benefit only women doing that particular kind of work for that firm.

Much of the UK’s current gender pay gap is attributed to the majority of women being employed in gender segregated occupations.  Detailed studies in the late 1980s showed similar skills, but different wages, for male and female occupations in highly segregated industries, and also for similar jobs in different workplaces.  Pay equity comparisons within firms do not confront this form of structural discrimination.  A firm’s own evaluation systems tend to focus on individual performance.  This may increase the individualisation of pay, fragmenting the interests of women, and decreasing pay transparency in the labour market.

An analysis of British Household Panel Survey and Census data showed the potential of allowing gender neutral job comparisons between women’s and men’s jobs in different firms, compared with current British policy.  The study showed the importance of economy-wide measures of gender segregation in explaining female earnings.  Women in female dominated occupations were earning around 20 percent less than women in male dominated occupations.  Men in female dominated occupations were similarly affected.  Firm-based comparisons returned much lower figures.  The researchers noted that the estimated portion of the UK gender pay gap attributable to occupational differences appeared to be higher than in the USA.  This suggested that a ‘full blown’ pay equity policy for the UK had greater potential to deliver pay equity for women.
 

Efforts to achieve pay equity in local government employment are of particular interest, as local government in the UK includes the provision of education and health services (which come under central government in New Zealand).  These employ large numbers of women employees, including low paid school meal staff, cleaners and homecare workers.  Progress on equal pay for work of equal value was initially achieved in core wage rates through the evaluation of ‘benchmark’ jobs included in national level negotiations for the sector.  It was acknowledged that this excluded longstanding and extensive bonuses and allowances in male occupations.  Under Thatcherite policies, institutional wage agreements replaced national bargaining and many local government services were contracted out.  The focus for equal pay for work of equal value shifted to individual claims, mostly union-supported.  The large size and varied functions of UK councils provide more opportunities for comparison of different male and female occupations than are available within most firms and organisations.  Most British unions prefer negotiating equal value pay structures rather than taking a claim, however, viewing the legal procedures as weighted in favour of employers.  This weighting may also make employers less likely to negotiate.
 

In 1985 five Northern Irish hospital domestic workers, on part-time night shifts, took an equal pay for work of equal value claim, comparing their work with that of porters and ground staff.  They were assisted by the Northern Ireland Equal Opportunities Commission and by their union, which also raised the concept of equal worth in collective bargaining.  This pay equity claim for women was part of a wider campaign against low pay and poverty in Northern Ireland. The claim challenged discriminatory pay structures in the health sector both locally and in the UK National Health Service, and was stalled for 12 years by legalities raised by employers.  The settlement reached in November 1996 covered 900 applicants.  The five original applicants received pay adjustments backdated to 1983 for work of equal value to their male counterparts.

Current UK policy focuses on the work of an Equal Opportunities Commission (EOC) and an employer-funded Equal Pay Taskforce.  These promote a Code of Practice on Equal Pay to large employers, encouraging employers to undertake a review of their pay systems.  A review guide covers a range of good management practices.  ‘Gender bias in the recognition of skills’ is mentioned in relation to using a job evaluation method of grading.  A review guide designed for small employers is also being prepared.  Research on the gender pay gap, attitudes to equal pay, the extent of gender equality in pay practices and the impact of the Code of Practice on equal pay has been commissioned and published by the EOC.
 

The EOC believes the onus should be on employers to demonstrate that their pay systems are fair.  It is setting targets for getting large firms to undertake reviews. If this voluntary approach does not work, the Commission recommends that government consider making it a requirement.  Some progress is being made with public sector employer reviews, particularly in the National Health Service (the largest public organisation in the EU).  These have highlighted pay differentials related to occupational segregation by ethnicity as well as gender.  Despite this progress, the Commission considers that reviews within organisations are not sufficient to address the labour market-wide occupational differences that impact on women’s pay.

Wales

Progress has also been made in Wales.  In 1999 women in Wales were earning on average 78p for every £1 earned by a man, compared with an average of 81p for women in the UK as a whole.   

The EOC successfully campaigned for inclusion of a section in the Government of Wales Act 1998 that charged the National Assembly for Wales with ensuring that its functions were carried out with ‘due regard to the principle that there should be equality of opportunity for all people’.  It was required to report on this annually, with an assessment of how equality of opportunity was being promoted. 

The EOC commissioned the University of Cardiff to undertake a first report on the practical implications of this legislation.
  While it is too soon to assess the overall effectiveness of these provisions, the researchers concluded that it has resulted in equality of opportunity being addressed in a systematic way for the first time.  The EOC was working in partnership with the Disability Rights Commission and Commission for Racial Equality ‘to fashion a distinct equality agenda, tailor-made for a modern Wales’  

Sweden 

Separate female wage scales were removed in 1965, and in the 1960s and 1970s women’s average pay improved dramatically compared with men’s, reaching 80 percent of men’s a decade earlier than in New Zealand.  This was due as much to Sweden’s tripartite bargaining system as to equal pay.  In the late 1960s, under strongly social democratic governments, there was a move towards flatter earnings hierarchies, particularly in the state sector.  These changes were delivered through a wages solidarity policy that provided equal pay for the same jobs across all industries, and ‘fair and reasonable’ differentials for different jobs within each industry hierarchy. 

By 1983 a booming engineering industry was experiencing labour shortages, and higher paid male union members and their employers dropped out of the central negotiations, which then collapsed.  Women’s average earnings fell from 81 percent of men’s to 78 percent.   Sector versions of wage solidarity bargaining were supported by female dominated unions to reverse this erosion.  The focus of argument has been income equity for lower paid workers – a large proportion of whom are women – rather than equal pay for work of equal value in female dominated occupations. 

Most Swedish women are employed ‘in their “own” job market’
 - that is, in the same female dominated occupations as in other European, North American or Australasian countries.
  Policies that might increase the range of occupations in which Swedish women work have focused on matching supply and demand of labour to maintain full employment.  Training is available for unemployed women in male dominated trades where labour is in short supply.  These programmes have been framed by equality of income concerns and ‘universal right to work’ principles.  They have benefited many women because women are disproportionately clustered in the low wage, high unemployment groups.  

Women’s average earnings were still around 80 percent of men’s in 2000.  In January 2001, an amendment to the Equal Opportunities Act 1992 required all employers with 10 or more employees to provide a wage survey, analysis and pay equity plan in regard to wage differences between men and women.  The aim is to ‘discover, remedy and prevent unwarranted wage differences and other terms and conditions’.  Analysis relates to whether women receive equal pay for equal work to that done by men, or equal pay for work of equal value for jobs done predominantly (more than 60 percent) by women.  The Act defines ‘work of equal value’ assessment as based on main criteria of knowledge, skill, responsibility, effort and working conditions.  Action plans must include a costs estimate and a timetable for pay adjustments within three years, as part of pay negotiations with unions through collective agreements.

United States of America

In the post-war years, unsuccessful efforts were made to persuade US employers to address equal pay for women in the job evaluation systems being developed by major industrial firms.
  As in New Zealand, equal pay for women and men doing the same job was finally achieved through legislation, the federal Equal Pay Act 1963.  The original bill called for equal pay for ‘comparable work’, but in the eventual statute this was changed to ‘equal work’ entailing equal skill, effort, responsibility and under similar working conditions.  This lack of clarity has been central to the struggle for pay equity in the US. 

The Equal Pay Act was followed by the Civil Rights Act 1964, Title VII of which prohibits race and sex discrimination in pay, hiring, placement and other terms of employment.  This led on to affirmative action in employment, an EEO strategy that was initially upheld by the courts for both public and private employers.  In the 1980s, it was limited by narrower legal and political definitions of discrimination, but continues in federal employment and contracting.
  However, affirmative action has little to offer women in female dominated jobs.  Two thirds of US women are employed in office, sales or services work, with more than 40 percent in 10 occupations.
  

Pay gaps vary between states: women’s average annual full-time earnings range between 63 percent of men’s in Wyoming and 87 percent in Washington, DC.
  Qualifications gain women entry into careers, but studies show that the pay gap between women and men with a similar education and profession increases with age.  If women managers were men with the same qualifications, for example, they would earn about 18 percent more. 
 

In the USA, pay equity policies resulted from litigation under federal law.  The USA does not have specialist employment courts, administrative tribunals or mediation services, as in New Zealand.  Cases under the above federal Acts are pursued through the district courts in each state.  Any points of law, but not facts, may be appealed to one of seven federal circuit courts, and then to the US Supreme Court.  Appeal rulings on how to interpret the law are then binding on the district courts, and have successively narrowed their interpretations.  

The Supreme Court allowed two distinct types of discrimination.  ‘Disparate treatment’, that is, direct discrimination against an individual by an employer, requires proving that women and men (or blacks and whites) were treated differently, and that this was intentional.  ‘Disparate impact’ discrimination does not require proving intention if an employment policy is shown to have an adverse impact on a class of employees, and the employer cannot prove it was job-relevant or a necessity of business.  In 1974, the defence that an employer was just paying market rates was disallowed, since the equal pay for work of equal principle was now federal law.
 

In the early 1980s, class action cases were taken on behalf of women in several occupations employed by state governments.  The district courts accepted evidence of prima facie cases of disparate impact discrimination, and interpreted federal law to require the employers to give women equal pay for work of equal value.  However, circuit court and Supreme Court rulings steadily narrowed this interpretation of the federal laws, and political efforts to obtain a new and stronger law failed.
  In the meantime, the successful early cases had led a number of states to initiate legislation or pay reviews to avoid possible litigation.  These reviews, like the cases, were supported by the efforts of public sector unions, where female membership was high.
  Public employees in 20 states received collective bargaining related equity adjustments during the 1980s.  Well-documented early examples are Minnesota, which passed process legislation covering both state and local government employees,
 and Michigan, where public employment was reviewed by a Comparable Worth Taskforce.
   Pay equity policies have now spread to over 30 states, as well as some county and city administrations.  Three states and a few local governments have also addressed ethnic wage gaps among their employees. 

Efforts in the 1980s to extend equal pay for women to equal pay for work of equal value failed in the courts, then in federal politics.  However, the issue was taken up by some state and local governments, backed by the efforts of women in public sector unions.  Public employees in 20 states received collective bargaining related equity adjustments during the 1980s.   This has now spread to over 30 states, as well as some county and city administrations.  Three states and a few local governments have also addressed ethnic wage gaps among their employees. 

A study of eight ‘leading edge’ states showed gender pay gaps among public employees ranging from 14 to 31 percent.  These were addressed through comparable worth assessments (of variable gender neutrality) and wage adjustments, at costs of 1 to 4 percent of total payroll.  Once legislation was enacted and results emerged from job evaluations, some organisations adjusted the wages of their female employees by an average amount, rather than undertake detailed comparisons.  Some states initially froze ‘overvalued’ male rates.  Such ‘downgrades’ were successfully resisted by unions, arguing that equity for women should not limit prospects for men.
  

In Oregon, for example, the final outcome was a hybrid system balancing internal equity with market pressures.  Legally established evaluation teams included managers, unions and unrepresented employees.  The outcomes were comparable worth raises for some job classes, but collective bargaining for market adjustments for the others.  Evaluation after ten years showed that occupational segregation by gender continued, but pay equity evaluations had identified consistent pay anomalies, and adjustments had raised wages for female dominated jobs by 10-20 percent.  These included low wage clerical and service jobs, which benefited people of colour.

Michigan provides an example of a political shift away from labour laws requiring employers to implement pay equity.  In response, campaigning groups shifted their strategy to addressing the issues as a form of civil rights.  This had considerable symbolic or cultural impact.  Politically, it carried the issue beyond public service jobs to jobs and rights in the private sector labour market.  The civil rights framework broadened the perception of the issue through association with other forms of discrimination, while further narrowing the focus to the rights of the individual.
  The federal labour laws do allow class action cases on behalf of all employees in the same occupation in the organisation, but this relies on an individual employee taking action and providing proof of discrimination.  No action is required of the employer, although the threat of litigation is assumed to encourage it in the employer’s own interest.

No US policies address equal pay for work of equal value in the private sector, although efforts are made to promote this on a voluntary basis.  Neither comparable worth policies nor unionisation reach US women in low paid private sector jobs.

Critiques of comparable worth come mainly from US sources, from both supporting and opposing perspectives.  Criticisms have been that comparable worth assessment has been time consuming and expensive and has led to different outcomes in different organisations.  This may reflect policy implementation based on each public sector organisation running its own separate process, although several organisations might employ people in the same occupations.  In some cases this has led to extended employee negotiations over the value of every job, not solely the main occupations employing women.
  Nevertheless, comparable worth has helped narrow pay gaps for women in jurisdictions which have adopted a policy. 

Critiques of job evaluation methods also come mainly from US sources, and have, over the years, contributed to the development of improved, gender neutral job evaluation tools that are better suited to jobs involving caring for others, or personal and other services.    

Canada 

Canada’s policy commitment to equal pay for work of equal value dates from 1948 when it signed the Universal Declaration of Human Rights.  Following a Royal Commission and campaigning by women, the federal government ratified ILO Convention 100 on equal pay for work of equal value in 1972.  The Canadian Human Rights Act passed in 1977 provided for equal pay for work of equal value in federal employment, including the territories.  All Canadian provinces and territories have passed some form of pay equity, covering employees in the public service, in some cases in the wider public sector and crown corporations, and, in Ontario, Quebec and the federal jurisdiction, in much of the private sector as well.  The role of Pay Equity or Human Rights Commissions varies between jurisdictions.
  

In 1975 Quebec adopted a Charter of Human Rights that included equal pay for ‘equivalent work’ in the same workplace.  Legislation in Manitoba (1985), Prince Edward Island (1988), Nova Scotia (1988) and New Brunswick (1989) requires employers and unions to negotiate how pay equity will be implemented in an organisation, whereas in Quebec (1976) and Yukon (1987) and in federal employment it is complaints based.  Nova Scotia’s 1988 Act covered the wider state sector, including school boards and municipalities.  Newfoundland’s 1988 Human Rights Code provides for equal pay for work of equal value in the public sector through collective bargaining.  British Columbia required public sector employers to develop pay equity plans; an extension of this to municipalities and the private sector was introduced, then repealed in 2001.  In 1997 Saskatchewan introduced equal pay for work of equal value in the public service, and extended it to the health sector in 1999.  This uses a negotiated job evaluation system, wage adjustment of at least 1 percent of payroll, and pay adjustments over five years, separate from any collective bargaining adjustments.  

The 1987 Ontario legislation is particular interesting because it applied to private sector employees, and because it was the first to move away from a complaints based system, criticised by the Canadian Human Rights Commission as unsuccessful, slow and costly.  This proactive legislation required all public sector employers, and private sector employers with a staff of more than 10 full- or part-time employees, to base pay levels on comparable worth principles.  Private sector employees with 100 or more employees were required to develop, make public and implement pay equity plans.  Male and female job classes were determined – 70 percent or more male, or 60 percent or more female, or gender neutral.  Comparisons were made within an organisation or firm only.  From 1993, ‘proportional value’ comparisons were required to maximise job matching.  Gender neutral job comparisons had to include skill, effort, responsibility and working conditions.  Firms could select which system they used, but existing market rates could not be relied on.  Firms with 10-99 employees did not need to post plans, but had still to ensure that female jobs paid the same as male jobs of equal value.  

In an evaluation after 10 years, criticisms of this system from opponents were that there was under-recognition of market forces, possibly lower female employment, and too much subjectivity in factors and weightings used in the job evaluations.  Decentralised bargaining meant that each bargaining unit, including different units within organisations, could use different systems, resulting in incompatibilities, confusion and ineffectiveness.  An alternative approach to job evaluations was to compare wage data and negotiate ‘bottom loaded’ pay equity adjustments as part of wage bargaining.
  Criticisms from pay equity proponents were about the limitation of comparisons to jobs within the same firm, lack of independent monitoring, and exceptions in the legislation that allowed employers to circumvent the spirit of the Act.
  Despite these criticisms, community, legal and labour organisations, challenging repeal of the Act as a violation of the Canadian Charter of Rights and Freedoms, delayed its repeal for three years.  

In federal law, the Canadian Human Rights Act 1977 abolished separate male and female rates of pay by the same employer in federal government, federal public sector organisations or federally regulated industries such as banking, telecommunications, and trans-Canada and inter-national transportation.  Individuals or unions lodge a claim with the Canadian Human Rights Commission to investigate and settle a complaint.  Under the Act, the Commission could initiate an investigation, but has not done so. 
The Canadian Human Rights Commission considers that a complaints based system is not well suited to dealing with a systemic problem.  Remedying individual situations results in uneven implementation of policy.  It may mean disadvantage for one employer compared with competitors, and therefore generates defensive reactions from employers.
  The inadequacies of a complaints approach and of poor definitions in the law were highlighted by a discrimination case against the federal Treasury Board that took 15 years to resolve in the courts.  The government then paid CDN $3.5 billion in back wages to 200,000 public servants – mainly clerks, secretaries, librarians and health care workers.

An audit-based approach was introduced by the Employment Equity Act 1995.  This laid down steps and timetables to remove barriers to hiring and promoting women, visible minorities, Aboriginal people and people with disabilities.  All employers covered by the Canadian Human Rights Act were required to review their pay systems.  The Commission is empowered by law to audit compliance, rather responding to individual complaints.  

In 1996, the top 10 occupations among Canadian women were shop assistant, secretary, cashier, nurse, accounts clerk, primary school teacher, waitress, office clerk, day care worker and receptionist.
  In 1995, average annual earnings for full-time women workers in the 10 provinces and territories varied between 65 and 75 percent of men’s earnings.  In 1997 the average earnings of Canada women working full-time for a full year were 72.5 percent of the average for men.  In 2002, women’s average hourly earnings are around 82 percent of men’s.
  This slow progress suggests the limitations of policies that address pay equity in the public sector only, and allow comparisons with male jobs within the same organisation only.  

However, Canada and its provinces provide the most extensive and varied experience of pay equity of any country.  In June 2001 the Minister of Justice and Labour announced a Pay Equity Taskforce to review federal legislation requiring pay equity in federal and federally funded workplaces.  The Taskforce’s work includes Canada-wide consultation and the commissioning of research, including a study of the gap between legislative intent and effective implementation.
  As part of this review, the Canadian Human Rights Commission recommended that effective legislation on pay equity should include clear definitions, requirements and timeframes laid out in legislation, an independent responsible agency, provision of materials and expert advice, and the active involvement of employees and unions.  

7.  What roles does government play?

Government as leader, regulator and employer

Policy action on equal pay for work of equal value brings into tension several roles of government.  The next steps towards pay equity will require some clear thinking in government circles.  Government is not just the highest decision-making body.  It is also a set of institutions and processes, involving diverse – perhaps conflicting – interests and perspectives.  

Government has a role as a leader in a fair and democratic society.  In this role, it takes part in international gatherings, signs conventions, and comes under moral pressure to meet the international standards reviewed above.  Laws passed by Parliament have a moral force that helps create the norms of behaviour and social acceptability.  

Government creates legal frameworks in the interests of equity and of economic stability.  Governments routinely regulate business activities, including employment, in the public interest, and also often in the broad interests of the business sector itself.  Laws provide frameworks within which companies function and markets operate smoothly.  If direct or structural discrimination is distorting labour markets, there are implications for local economies, as well as for equity.  Government has a role and responsibility from all these perspectives.  

In recent years, debate about a reduced role for government was succeeded by debate about ‘governance’.  This emphasises government’s leadership role, rather than state-run programmes or regulation: governments should ‘steer while others row’.
  In this mode, equal employment opportunity and family friendly workplaces were promoted to the private sector as voluntary activities, rather than required of large private sector employers through legislation.  Employment relations, however, continued to be strongly regulated by government throughout the 1990s, but with a policy aim of decentralising bargaining and with less attention to equity.

One area of the labour market in which government both steers and rows is state sector employment.  Government has direct fiscal responsibility for large female workforces in the public service and in the health and education sectors, and its Ministers have the final word in bargaining.  If government addresses its ILO and CEDAW obligations, could its role as policy maker come into conflict with its interests as employer, undermining resolve?  

Pay equity issues in the state sector are likely to have a higher profile in the future.  From 2002, government is required to be compliant with all provisions of the Human Rights Act, including those against discrimination in employment.  This is in addition to labour law provisions allowing personal grievances against discrimination in employment.  The recent changes to give the Human Rights Commission a role in ‘equal employment opportunities (including pay equity)’ are also likely to increase the importance of these issues.  

Public service pay gap

Government department reporting requirements under the State Sector Act 1988 have led to gender analyses of wage and salary earnings.  In 2001, twelve years after legislation required public service Chief Executives to be ‘good employers’, the State Services Commission (SSC) estimated that there was a 17 percent gender pay gap between women’s and men’s average earnings across the public service.  Adjusting for the different occupations and younger age of women employees – that is, assuming these differences did not exist – reduced the gap to 6 percent.
  The SSC’s more detailed 2000 report on equal employment opportunity estimated this unexplained gap at 8 percent.
  After further modelling that included age, ethnicity, region, department, length of service in the department and term of employment, there was still a gap of 5 percent between women’s and men’s pay which was unexplained.

Statistical adjustments to reach this final figure included deleting the occupational pay differences between women and men.  Occupational differences ‘explained’ 9 percent of the pay gap in 2000, and 11 percent in 2001. 

Both reports highlighted a large and persistent gender pay gap within the occupational category ‘managers’, 41 percent of whom are female.  Women managers earned on average 84 percent of the salaries of men.  This was the largest gap among nine broad occupational groups, and was virtually unchanged over the last two years.  Even with age adjustments, women managers earned 87 percent of the average salary for male managers.  Only a third of senior managers, and less than a quarter of Chief Executives, are women, despite the EEO provisions of the State Sector Act 1988. 

The public service has a higher proportion of Mäori and Pacific employees than the labour force as a whole.  Although all Mäori were spread more equally through the salary ranks than all women, the position of Mäori women combined the inequality effects of sex and ethnicity.  The gap between the average earnings of Mäori women and Mäori men was 9 percent.  Between Mäori women and Pakeha men, it was 19 percent.  The gap for Pacific women compared with Pacific men was 7 percent, and 30 percent compared with Pakeha men.
  

The most recent SSC report on equal employment and the gender pay gap compared the public service with the overall workforce.   It noted that the overall gender pay gap in 2000 was higher in the public service, at 19 percent, than in the workforce as a whole, but this was reversed for pay within broad occupation groups (1-digit).  It was noted in explanation that the public service employs very few staff in low paid male occupations; those in the lower paid occupations in the public service were overwhelmingly women.  There were similar proportions of women in all broad occupational groups as in the workforce as a whole, including management, but in the public service a higher proportion of younger managers were women. When occupation and age were accounted for, women earned on average 92 percent of men’s earnings.  

No analysis was provided of the pay of Mäori women or Pacific women.  Without disaggregation by gender, but after adjusting for age and occupation, pay gaps of 4 percent for Mäori employees and 5 percent for Pacific employees were reported.
   There were higher proportions of Mäori people overall and in all broad occupational groups in the public service than in the workforce as a whole.  There were higher proportions of Pacific employees overall, and in client contact occupations, and slightly higher proportions employed as managers, office workers and in personal and professional services, than in the workforce as a whole.  The report concluded that this showed ‘a strong pattern of superior work-related outcomes’ for EEO target groups in the public service, compared with the workforce as a whole, in the context of legislative requirements to which other employers are not subject.
  

This demonstrates both horizontal and vertical segregation by gender.
  Occupational segregation allows the rationalisation of lower earnings for women, but embodies a form of structural discrimination.
  A number of government departments use a points-based pay evaluation system in setting pay rates, which could allow evaluation of equal pay for work of equal value.  The State Services Commission does not undertake cross-occupational comparisons as part of its role in monitoring employment equity.  

Comparative worth assessments in the core public service departments might indicate the need for pay adjustments.  On the other hand, the core public service has been reduced considerably in size over the past two decades.
  This could be seen as providing the opportunity for an easier adjustment than might otherwise have been the case.  

The State Sector Act reporting requirements for core government departments do not currently apply to the wider public sector.  Employees in the wider public sector are included in gender pay gap data from the Income Survey, but this does not distinguish between public and private sector employment.  Organisations representing nurses and teachers, the key professions for women in the public sector, undertake their own analyses of pay parity and pay equity for their members. 

Pay equity from the public purse?  

Should government take responsibility for ensuring pay equity among its own employees?  

If the answer is yes, how widely or narrowly should we define state sector employment?  The state-as-employer is a much more varied creature than it was.  The public service has fragmented over the past two decades, with parts of former departments becoming State Owned Enterprises, Crown entities or smaller agencies.
  Some operate as private sector companies, but are fully or partly publicly owned.  Other crown entities operate like corporations, but are fully funded from taxes.  Many jobs paid for from the public purse are indirect or subcontracted employment, as tax money trickles down through multiple layers of purchasing agreements.  

The answers to equity questions may depend on how we view the state.  In a view that limits government’s legitimate role to ‘core functions’, its responsibility for equity may not go beyond direct employment in the public service.  In this view, fiscal responsibility for containing costs in health or education may be given priority by government ministers, leaving ‘good employer’ and pay equity responsibilities to heads of departments or Crown agencies.  The ‘sinking lid’ of budget allocations that do not meet rising costs means that market forces have not operated in these state sector female dominated labour markets. Staff shortages have not led to higher pay for homecare workers, nurses or teachers, unless backed by industrial action.
  As workloads intensify, women teachers report experiencing discrimination in the allocation of non-teaching paid hours, as well as disproportionate promotion of men to school management positions.
  

An alternative view of government is that it is a democratic process for deciding how to spend our collective taxes.  From this perspective, it may be recognised how very far the public purse stretches across the female workforce and into the community.  Government employs not just female public servants, but large female health and education workforces, and a range of female support staff.  It pays for crews of laundry and food workers and cleaners in hospitals, schools and public buildings, whose real wages and employment security have declined through a decade of competitive sub-contracting and enterprise bargaining.
  Government funding also covers employment costs in a range of organisations providing services to communities, which are largely staffed by women. 

A third approach may be to ask, which women need fair pay most?  What typical female jobs, paid for by public money, are low paid or casualised, so that a small pay equity adjustment might make a large difference?  Would that little extra make staying in a job more worthwhile, so reducing the need for direct social assistance or family tax credits?  Should the definition of state sector employment and government responsibility be wide enough to ensure equal pay for work of equal value in those women’s jobs? 

Many of these female dominated occupations, from nursing to community work, involve the skills seen as ‘natural’ to women that are most likely to be undervalued when their jobs are compared with men’s.  Evaluations for equal pay for work of equal value are likely to lead to adjustments that would benefit women, families and communities.  Public sector equity adjustment could also reach into the private sector, influencing market rates for women in similar occupations in private employment.

The ILO and CEDAW require government action to ensure equal pay for work of equal value in all labour markets, not just public sector ones, however.  This is particularly important if fair pay is to be ensured in the lower paid occupations in which many Mäori and Pacific women and men are employed.  

Pay equity within a Human Capability Framework 

In late 1999 the Department of Labour released Human Capability: A Framework for Analysis.  This provided a framework for considering policies and strategies that could increase the match between skills and job opportunities in potential growth areas of the economy.  Much of the thinking in that paper is relevant to the issues and concepts raised in this Background Paper.

Under the heading ‘Rewards Influence Capacity Formation’, the paper emphasises the importance of financial payments, as well as non-financial rewards such as status, job satisfaction and working conditions.  These influence the decisions people make about what qualifications to acquire, what capabilities to develop, and whether to seek employment:  

The investment decision is a difficult one.  The rewards are uncertain: some people may face difficulties in finding a job that rewards their investment… Discrimination and prejudices about a person’s capacity may also confine people to jobs that do not make full use of their skills, or exclude them from the labour market altogether.

    If someone expects low rewards for their capacity in the labour market, they may judge that they would be better off using their capacity outside the labour market, and relying on other sources of income.  (p.22.)

This perspective sheds light on teacher and nurse shortages and retention problems, as well as the barrier to self-improvement that women report, because many low paid jobs in the service sector earn them little more than the Domestic Purposes Benefit and provide a less secure family income.  Yet many of these jobs are in areas of market growth.

The Human Capabilities Framework argues that key issues in an efficient labour market are rewards, and adjustment of the processes by which skills and opportunities are matched. 

In general, employers and employees have different knowledge about the employee’s capacity and the value of that capacity to the employer.  There is therefore scope for bargaining and negotiation, and also to exploit opportunities and knowledge that are not known to the other party.  It may be in the interests of both employer and employee to agree to or be bound by some rules about what is fair and reasonable… (p.27)
In Figure 2, a diagram of elements in the Human Capability Framework has been adjusted with women in mind.  Work and Family Balance factors have been added.  The Capability and Matching Rewards boxes of the original diagram provide a perfect framework for the adjustment of rewards to reflect equal pay for work of equal value.    

Figure 2:  Pay equity in a Human Capability Framework


The Department of Labour addresses the role of government in the Human Capability Framework.  Appropriate types of intervention listed include: changing institutions; improving information; reducing uncertainty; and changing incentives.  All these have relevance for policy action on equal pay for work of equal value.  In the view of the Department of Labour, two questions should be answered before any proposed intervention goes ahead:

· Is the problem likely to persist, or will it correct itself over time?  

· Will government improve pay equity by intervening?  

These questions are addressed below.

Is government action necessary to improve pay equity?  

Will the problem correct itself?

Change in the gender pay gap is currently occurring, but is very slow.  Changing the gendered nature of jobs through equal employment opportunity policies will also be very slow.  The occupational differences between women and men that contribute 20-40 percent of the gender pay gap, together with further occupational differences by ethnicity, are forms of structural discrimination that are deeply embedded in all labour markets.

The argument could be made that, as equal employment opportunity policy, employers should be allowed to address the matter themselves, through voluntary efforts and industry self-regulation.  After all, equal pay for work of equal value is measured through the pay systems used by managers.   

Would a voluntary approach to addressing pay equity issue work?  In the mid 1980s efforts to negotiate equal pay for work of equal value for clerical workers were unsuccessful.  The 1988 Working Party on Employment Equity considered that specific legislation would be needed.  The last decade has demonstrated this to be true.  At the end of the 1980s, there was a high level of awareness among employers about pay equity issues.  A manual was available to assist them with gender neutral pay comparisons.  Further legislation against discrimination in employment was passed in the early 1990s.  Ten years later, the Ministry of Women’s Affairs knows of just two organisations, both publicly funded,
 that have used job evaluation to ensure equal pay for work of equal value among their employees.

· Will government improve pay equity by intervening?  

Yes, according to New Zealand’s experience of equal pay legislation.  Government policies have been women’s most important route to equal rights.
  Yes, according to similar experiences in Ireland, Australia, Canada, Britain and the USA.  In all these countries, it took legislation to remove lower rates for women doing the same jobs as men. 
  An international review concluded that the importance of pay equity legislation could not be overstated.
   

An example from the USA is relevant.  In the post-war years, evaluation techniques for ‘paying the job, not the man’ became popular in US industry.  However, wage administrators were reluctant to apply this to women employees.  As long as paying women separate lower rates was a generalised practice, it was unprofitable for any individual employer to do otherwise, as it would push their wages bill higher than those of competitor firms.
 

Government regulation could be a way of implementing change without sudden disruption or disadvantage to any one business.  A level playing field among competitors would be maintained if all were required to review their pay system, or adjust rates for a particular job type, or whatever the requirement might be.  Impacts on firms and on local economies could be spread over time, for example, if pay comparisons were undertaken occupation by occupation, in a staggered way.   

Ratified Conventions on equal pay for work of equal value underline an international consensus that action by government is needed to ensure pay equity for women.  The Conventions do not stipulate how equal pay for work of equal value should be addressed.  Overseas experiences can provide insights on how to design policies for pay equity in New Zealand that will be effective within the current labour relations framework.  It is up to New Zealand to come up with its own innovative solutions.

8.  Common questions about pay equity

Won’t pay equity policies distort the labour market?

Pay equity policies are based on the perspective that the labour market is already distorted – by historic social constraints and prejudices.  There may be no intention on the part of employers to act unfairly towards their employees.  Yet normal ‘market rates’ have embedded in them historic distortions and assumptions about what ‘skilled work’ is, and what women are worth. Competitive labour markets rely on ‘market forces’, including bargaining power, to dictate wage rates.  Without some means of addressing the social components in these market rates, labour markets will operate in a discriminatory way, as a great deal of research now shows.  

For example, a World Bank review of wages across the global economy concluded that pay and recruitment based on demographics, rather than skills and abilities, resulted in efficiency losses because they led to a misallocation of the labour force.
  The Department of Labour has also noted that efficient allocation of human resources requires that equally productive workers should receive equal pay, or workers may allocate less time or effort to paid work, or to the acquisition of skills.
  Pay equity is about valuing women employees’ contribution to the business economy.

Women and men are socialised to different norms, and often do bring different skills to the labour market.  Some of these are so much part of our lives and culture that they are hard to recognise as highly developed skills.  With the growth of the service sector, the importance of human relations, communication skills and emotional labour in caring and personal service 

work is also growing.  Human resources managers increasingly recognise that these typically female skills are an essential part of doing the job well, and are the reason that women employees are often preferred for some kinds of employment.  These human relations skills have been incorporated into the latest job evaluation systems.
  

New Zealand society and its domestic markets now include many ethnic groups.  A great deal of business comes from large and culturally diverse groups in lower income brackets, as many success-ful New Zealand businesses know.  Knowledge of different cultures and languages, with sensitivity to different customs and communication styles, are skills to be valued in employees.  This approach taken to employees responsible for clients in overseas markets is equally valid in New Zealand.  Skills honed in voluntary work and community organisations by Mäori, Pacific and other women can be of value to employers.  Recognition of this has already increased employment for these groups 

in the public sector – less so in the private sector.  But as the EEO Trust points out, a diverse workforce can make good business sense. 

Human relations skills may be a new consideration in the history of job evaluation, but there is also evidence of distortion in the way more traditional job components are valued.  Some aspects of women’s work may be invisible because they match accepted norms of female behaviour, such as caring or pleasantness to clients – or because they do not, such as heavy lifting of patients requiring strength. 

The matching of skills to jobs is a key theme in current thinking about labour markets and labour market policy.
  A low wage strategy will not position New Zealand to reap rewards in growth sectors where quality of service is important.  Market adjustments are often slow and incomplete.  Active policies are needed to ensure a skilled labour force.  Rewards for capabilities are a key means of ensuring that skills are available, that jobs are filled from a choice of candidates, and that good staff are retained.  Fair rewards and other recognitions that employees are valued send the signals that help people decide which qualifications to invest in, which skills to increase, which organisations to apply to and even whether staying in a job is worthwhile, compared with other life possibilities.  These decisions affect the quality of products and services at all levels of the labour market and in all sectors of the economy.

From an economics perspective on human resources, the under-rewarding of essential skills and job components creates distortions in the labour market, as well as in workplace labour relations and company reputations.  Potential employees may make education, career and employment choices based on market signals reflecting distorted pay and opportunity expectations.   Employers may be selecting from a more limited pool of talent than might be available in a labour market less distorted by structural discrimination by gender and ethnicity. 

This is not just a matter for the knowledge wave industries, trans-national companies or professions wanting to attract the bright young women now gaining higher marks and more degrees than male students.  It also applies to the service sector, where opportunities are growing, but competition is tough and increasingly based on quality of service.  Undervalued, insecure employees, male or female, may not go the extra mile.  Equal pay for work of equal value can give the right messages about what – and who – is valued in an organisation.
  

Will pay equity adjustments reduce women’s employment?

A common argument against pay equity for women has been that wage cost increases for employers may lead them to employ fewer women.  There have been suggestions that, at male rates of pay, employers may prefer to employ males.  

It is true that historically, some former male trades such as tailoring and clerical work became ‘feminised’ because women could be employed in the same jobs at lower rates of pay.
  That was no longer possible after the Equal Pay Acts, yet women’s employment continued to grow in both public and private sectors (including clerical and clothing work).  

There is little evidence from experiences of pay equity policies in other countries that employment rates for women, or men’s wage prospects, have been adversely affected, despite predictions.
  It should also be remembered that New Zealand’s 1972 Equal Pay Act was absorbed by the economy with no adverse effects on women’s employment or men’s wages.  The change contributed only 3 percent to the 64 percent inflation between 1972 and 1977, but narrowed the gender pay gap by more than 6 percent.
  

Predictions of pay equity increasing female unemployment overlook a fundamental component of the pay equity case – that women are employed in typically female jobs because of valuable typically female skills.  At somewhat higher rates of pay, those skills would still be needed.  

What about the costs?

For employers, the next policy steps towards pay equity are likely to raise questions about wage costs, compliance costs and economic impacts.  These will need to be looked at carefully in the course of policy development.  

Experiences in other countries are reassuring, however.  Despite projections, there has been little after-the-event evidence from other countries that equal pay for work of equal value, systematically introduced, has adversely affected business or employment growth, or the macro-economy.  Evaluation of pay equity efforts in eight US states concluded that they were ‘affordable’, with lowest transaction costs when targeted to specific jobs only.
   

There would be direct costs to employers, including government, if pay equity policies led to pay adjustments for women employees.  Equal pay for work of equal value addresses just the portion of the pay gap attributable to occupational differences.  The Department of Labour estimates that portion at 20-40 percent of the current 16 percent wage gap between men and women.  If policies achieved the fullest possible potential in eliminating this statistically estimated effect on women’s earnings, the cost would be in the range of 1.2 to 3.5 percent of the national wage bill.
  In practice, the overall costs of pay equity policies resulting in actual job and pay comparisons are likely to be lower.  The processes of reviewing equal pay for work of value will also mean that implementation is gradual, perhaps deliberately staged.  
Costs would be higher for employers with largely female workforces (who in the past may have benefited from cheap skills).  The impacts and timing of costs would need to be considered carefully for each sector or industry.  There may be flow-on effects if adjustments to women's wages are passed on in higher prices or higher fiscal costs for some goods and services provided by largely female workforces.  

Pay equity entails an adjustment, not a cost, to the overall economy, however.  Flow on effects from women’s higher wages would be reflected in family incomes, household spending and savings.  In addition, as the Department of Labour argues, labour market impacts may be offset by the market efficiency gains from more appropriate rewarding of skills.
   

Wages are the livelihoods on which the domestic economy and the patterns of New Zealand society are based.  There is a new focus on developing skills for a knowledge economy, rather than cost cutting, as the basis for economic development.  This offers a unique opportunity to ensure that social equity is part of the reward package to encourage the skills that New Zealand businesses will need.
  

What role could employers play?

The question for policy makers and employers to address together is how to achieve a high standard of equity in the labour market with minimum effort and compliance costs for employers,
 and without disruption to the level playing fields in which companies compete.  Equal pay for work of equal value lies at the interface between employers’ management systems and government’s obligations to ensure equity in the labour market for women and ethnic minorities.  All parties have an interest in contributing to the development of policy that can achieve this in a cost-effective way.

A major question for public debate is what would be required of employers in order to deliver pay equity effectively.  Which employers might a policy apply to?  Should it apply to part or all of the public sector?  Should gender neutral pay be expected of large private sector employers?  

A feature of the New Zealand economy is the high proportion of small firms.  Around 91 percent of firms have fewer than 10 staff, but together employ nearly a third of the workforce.  Employers with more than 100 staff employ 38 percent of all employees.
  Large organisations have specialist human resource staff.  Small employers do not.  Would it be only fair to have different requirements for these different employers, or would that meant different outcomes for employees?  

What would the requirements be?  Pay reviews within an organisation, or comparisons between men’s and women’s occupations?  Who would decide which wages should be raised, and how would this fit in with negotiations on collective agreements?  If an approved job evaluation system showed no problems within an organisation, would this be all that was required?  

In large public or private sector organisations, equal pay for work of equal value could be investigated through company pay reviews and gender neutral job assessments between men’s and women’s jobs, and pay adjustments made where anomalies are uncovered.  These are well-established management tools, with some recent innovations related to the service sector.  This has been the approach adopted in UK policy, but it does not address the labour market-wide nature of pay gaps.
  If effective policy requires gender neutral evaluations of occupations across organisations, who would carry this out?  How would employers apply the results?

In some US states, once action on equal pay for work of equal value was legislated, some employers were interested in making an across-the-board adjustment for their female staff, then getting on with business.
  In Canada, Manitoba’s 1977 legislation based pay adjustments on regression analysis of men’s and women’s wages, rather than detailed job evaluations.
   Some criticisms of comparable worth outcomes have arisen from poorly designed evaluation systems, bargaining units too small to allow adequate comparisons, or specific skill valuations that seemed contrary to the ‘common sense’ of established hierarchies.
  

Requiring a large number of employers to undertake comparable worth assessments could be cumbersome, expensive and probably unnecessary.   Some US evaluations expanded beyond a policy focus on sex or race segregated jobs to allow negotiation on the value of skills in all jobs, with disparate results reflecting mainly skill at negotiation. 
  Much will depend on how pay equity policy is designed and implemented.  A fairly centralised approach could have benefits in ensuring the appropriate targeting and consistent quality of gender neutral job assessments. 

Would it be sufficient for gender neutral job comparisons to be undertaken for key main typically female occupations?  How many would be enough?  Would wage rates for related jobs then be slowly influenced through organisational pay reviews, or the market itself? These are questions to which employers can contribute, as further work is undertaken on developing pay equity policy directions.  

What role could individual employees play?

There is good reason to allow, but not necessarily depend on, the involvement of individuals in remedies against discrimination.  A woman employee does, after all, have some information – about her own job and remuneration, and about what processes are being carried out in her workplace.  If concrete, positive actions to ensure equal pay and equal pay for work of equal value were required of employers – pay reviews, occupational comparisons – employees would know whether or not these requirements had been met.  

Human Rights officials, labour inspectors or union representatives cannot be everywhere.  Every employee therefore plays a potential role in monitoring fair treatment of themselves and their colleagues, so far as their information allows.  Gaining this knowledge, however, can be difficult even for those employees on collective contracts, as more jobs are broad-banded into minimum and maximum salary ranges, rather than a specific rate for the occupation.  Employees may be discouraged from challenging an employer by perceived risks to workplace relations or possible costs in pursuing a individual complaint.  
New Zealand Human Rights officials agree with the Canadian Human Rights Commission that a system based on individual complaints is not well suited to addressing forms of discrimination that are subtle, largely unintended, and integrated into labour market and employment systems.
   They do see value, nevertheless, in the publicity generated by individual complaints.  While not effective on their own, complaints play an educative and awareness-raising role in the work of addressing systemic discrimination. 

What role could unions play?

Union organisers can play an important role in negotiations between employees and employers as a third party not subject to workplace risks or pressures.  In small workplaces, disputes between women and their employers can become difficult and personalised.  The involvement of third party groups in negotiations and monitoring has been advocated as contributing to the effectiveness and cost-effectiveness of regulatory legislation.
  Union representatives are able to act independently, often without naming a particular employee, and have a wide overview of issues across many different workplaces.  New Zealand unions have in the past taken up equal pay and equal pay for work of equal value as a way of addressing structural inequalities in pay to benefit large numbers of women workers.  

There is one example of a union achieving comparable worth adjustments through negoti-ation in this environment.  Represented by NZEI, primary school teachers and principals, a highly female dominated group, gained pay parity with secondary teachers and principals with the same qualifications and experience.
  This was possible because teachers had retained unified pay systems and centralised negotiations with their state employer.

Current labour relations policy encourages collective and multi-employer bargaining in which equity could play a role.  The Department of Labour estimates that around 1 percent of employees are covered by multi-employer employment agreements, 18-24 percent by collective agreements, and 76-82 percent by individual employment agreements. Union coverage of the female workforce and their workplaces remains much reduced, although unions are growing again, and around half of all union members are women.  Unions will want to be involved in pay equity on behalf of members, and can offer a great deal of knowledge about jobs in different industries.  An effective role for them will very much depend on the overall design of the pay equity policy adopted. 

The experience in Australia, where unions are strong, was that in the past, male dominated unions seldom put forward pay equity claims on behalf of their women members.  Unions are now taking up the issue, following Industrial Relations Commission inquiries into pay equity in three Australia states.  

In the UK, greater success on equal pay for work of equal value among manual local government employees than non-manual employees, through negotiations and claims, has been attributed to their higher unionisation.

In the USA, it was found that union interest in comparable worth for women soon diminished, or extended to bargaining job worth for all members.  A union role in pay equity may also need to be supported by clear policy definitions of what equal pay for work of equal value is, how it is to be measured, and how it can be delivered by employers.
  

In Canada, however, evaluations found that union involvement was important in ensuring that the organisation’s pay equity plans were effective.
  Their role would also be important in the multi-employer (‘proxy’) comparisons and multi-employer bargaining called for if pay equity policies are to be effective.
  The Canadian Human Rights Commission recommends involving unions, as well as employees, in pay equity.  In their view, union participation increases the breadth of available knowledge and improves chances of final adjustments being supported by other employees.
  

Employment rights and human rights?

As discussed in section, pay discrimination is covered by both labour relations law and human rights law in New Zealand.  However, these operate in parallel, with limited effectiveness, rather than working together.  

Under both employment law and human rights law, taking action by laying a complaint and providing proof of discrimination is up to the individual employee, not the employer.  This approach, based on the rights of the individual, does not allow recognition and remedy of a general problem.  The structural nature of the problem as labour market-wide disappears, if this perspective is adopted by policy makers. 

A labour relations approach to the problem is based on a collective philosophy more suited to addressing structural problems in the labour market.  However, the current bargaining framework cuts across that understanding, since most negotiating is still by enterprise or by individual agreements.  A key issue here might be, is equal pay for work of equal value a labour relations issue, in the sense that it is something to be negotiated?  In this case, the results of equal pay for work of equal value assessments might be wage adjustments negotiated with employers.  Or is fair pay an employment right?  In this case, women whose jobs are assessed as undervalued might reasonably expect the full, uncompromised amount of that assessment in their pay packet.

These comments draw on experiences in other countries and in New Zealand’s past.  They are raised here in the belief that wide public debate and greater clarity on such issues can play a part in the development of effective policy.  

Any future policy on equal pay for work of equal value will be framed by legislation on human rights and on employment legislation.  The Human Rights Commission now has a specific, if as yet undeveloped, responsibility for pay equity.  The Employment Relations Act 2000 will be reviewed over the next few years, perhaps leading to an amendment Bill.   This could provide a unique opportunity to develop a pay equity policy that continues to sit within the jurisdiction of both Acts, but in a way that allows them to work together proactively to address structural inequalities, rather than as two parallel but ineffective avenues for complaint.  

9. What directions might policy take? 

This background paper discusses equal pay for work of equal value as a principle, with some initial thoughts about how it might be implemented in policy and in practice.  The purpose of this section is not to provide answers, but to raise and direct questions for further consideration.

New Zealand has addressed the pay equity problem before, but in the context of a very different labour relations system.  While wage awards provide a vehicle for delivering pay equity in Australia, this is no longer the case in New Zealand.  New Zealand’s current employment laws and decentralised bargaining now have more in common with those of the USA and Canada, a direction also taken by the UK.  These countries have nevertheless adopted policies on equal pay for work of equal value to address structural equalities affecting women’s pay.

The task ahead is to debate the policy options that would work best for New Zealand.  Ideas and policy tools are available from other countries.  Lessons learned from different policy approaches can inform the development of policy choices here.  They can also inform detailed design of tools such as reviews or job comparisons, to ensure that pitfalls are overcome and outcomes are improved.  

This section briefly reviews available policy tools.  These need not be considered as ‘either/or’ options.  It is anticipated that some combination of these might be most useful.  Following on are some questions to be considered and broad criteria that might need to be met in designing an effective pay equity policy. 

Where should a pay equity policy begin?

International research links lower pay to occupational segregation by sex and ethnicity.  New Zealand analysis links 20-40 percent of the gender pay gap to occupational differences between women and men, with further occupational differences among Mäori and Pacific women compared with others.  The starting point for investigation and implementation of effective policy might therefore be the most common occupations in which women, and Mäori and Pacific women, are disproportionately concentrated (see Section 5).  What would be the best way to ensure pay equity for women in these jobs?

However, all women, whatever their occupation, are entitled to a credible assurance that their pay is not discriminatory because of the kind of work they do, or the proportion of women doing it. 

A number of governments in other countries – including state and local governments – have started by addressing pay equity for their own employees.  In some jurisdictions, this has also applied to employment funded under government contract.  In New Zealand, government is, directly and indirectly, a major employer of women.  This includes women public servants, and the large, mainly female workforces in health and education, as well as female staff in a wide range of agencies funded from taxes and in state enterprises that are partly or wholly publicly owned.  Government also funds the employment costs of a range of community organisations, whose services are provided predominantly by women.  If government were to ensure pay equity for its own employees, different definitions of government employment would cover a different mix of women’s occupations.  Should this definition include all employment of women funded from the public purse? 

ILO 100 and CEDAW require governments to address equal pay for work of equal value for all women.  State sector pay adjustments might influence market rates for women in similar occupations in the private sector.  Would this be sufficient to meet government’s international obligations and equity goals for women?  Overseas experiences suggest that women’s skills are most likely to be undervalued in low paid caring and service work.  Mäori and Pacific women are particularly concentrated in these kinds of work.  Some of these jobs are in the state sector, but many are in the private sector, including work such as cleaning, catering or homecare, which may be publicly funded but contracted out.   

What might a pay equity policy reasonably require of private sector employers?  While some countries extend public sector pay equity policies to contractors only, others have policies that apply to both public and private organisations, perhaps exempting very small firms.  The extent to which policies will need to apply to all employers to ensure effectiveness, or to which market flow-on effects can be relied on, will need to be explored.  Also important will be an emerging conclusion from Canadian and UK experiences that any comparisons of women’s and men’s occupations need to go beyond those that happen to occur within particular firms.  (This point is discussed further below.)
What policy tools are available?

Pay equity policies in other countries suggest a number of tools that could possibly be used, singly or in combination, to address equal pay for work of equal value in New Zealand.  These are described briefly below.  Further policy development would require detailed evaluation of these and other policy tools.

Pay reviews

Pay reviews involve employers and managers directly in addressing pay equity policy within their own organisation.  Remuneration systems could be reviewed to ensure that pay is fair and that no direct discrimination or undervaluing of skills is occurring.  There are manuals and information packages available to guide managers through such a process.  Numbers of public and private sector employers have undertaken EEO reviews of their organisation on a voluntary basis, but not comparisons between men’s and women’s jobs and pay.  

Not all management tools are well designed to ensure gender neutral outcomes.  It may be appropriate to provide standardised review manuals to ensure a quality result.  This in turn raises questions about who would be responsible for such materials, and for the advice and support that might be required in using them effectively.

Reviews and possible pay adjustments within organisations are being encouraged on a voluntary basis in the UK.  Current policy requires pay equity to be implemented within firms only.  A review package made available to employers by the Equal Employment Commission includes one section on equal pay for work of equal value, through comparisons of the jobs done by male and female employees.
  An appropriate review package is being developed for smaller employers.  

In New Zealand, this pay review approach may be most practical in large organisations that already have human resource systems and staff.  It may seem less meaningful in small firms with few employees.  Comparisons between the occupations available within a firm may not give a true indication of how that job component, or that level of skill or responsibility, is valued in the wider market. 

Pay reviews may highlight anomalies within organisations, and will demonstrate the integrity and goodwill of the employer towards employees.  Pay systems that seem fair and reasonable help to motivate employees, increasing commitment to the job and the company.  

From an equal pay for work of equal value perspective, however, pay reviews may be a useful but not sufficient policy tool.

Statistical adjustments

Some jurisdictions have cut through the complexities in evaluating skills in different jobs by using a statistical approach both to demonstrating structural discrimination, and to remedying it.  Regression analysis of pay in jobs predominantly held by men or women within an organisation has been accepted by US courts as demonstrating a prima facie case of structural discrimination.  Having accepted this as an historical anomaly requiring adjustment, some employers have brought women employees’ rates up by an appropriate percentage, to the male salary line, or some similar solution.
  

As a remedy for New Zealand, this could conceivably be used for the public service or the whole public sector workforce.  Most other firms and organisations would be too small for a statistically-based remedy to be relevant.  Moreover, multi-employer wages adjustments across the labour market have been out of favour for some time.  A statistical adjustment of this kind would not involve investigating or debating the value placed on women’s skills, and traditional assumptions could continue to have systemic effects into the future.  

Gender neutral job evaluations

Systematic job evaluation techniques were developed in major US industries in the post war years.  Job evaluations have been used for over fifty years to increase pay stability and provide performance criteria for employers.  Only in recent decades has this approach been applied to whether women’s jobs are fairly evaluated and rewarded compared with men’s.
  Job evaluations can provide concrete evidence of undervaluation, and raise consciousness about structural discrimination and how gender inequalities in the labour market are created.  

Using job evaluation systems to redress this requires that they be carefully designed for gender neutrality.  The skills, responsibility, effort and work conditions of a typically female job can then be compared to typical male jobs requiring the same skills.
  Transferable skills involve qualities and capabilities that go deeper than occupational labels.  Job evaluation systems break skills, responsibility, effort and conditions down into sub-components that are compared and evaluated on a points system.  A job typically done by women may be found to require more, less or the same degree of skill, responsibility and effort as a comparable job typically done by men.  The total of points for each job is compared alongside a comparison of current wages.  Appropriate wage adjustments can then be made.
 

The quality of job evaluation systems depends on how they deal with several key issues.  Are they fully gender neutral?  Do they rate responsibility for money or machinery more highly than responsibility for people?  Do they incorporate the most recent understanding about the skills in human relations and emotional work that have become so important in service sector jobs?  Can they also address the cultural skill of New Zealand’s diverse workforce?  It may be appropriate to make available and require the use of approved gender neutral evaluation tools to ensure consistent outcomes.  The gender neutral job evaluation kit developed by the Employment Equity Commission in 1990 remains available, but will need updating to reflect the latest techniques for evaluating human relations and problem solving skills.
 

Overseas experiences show that gender neutral job evaluations, comparing jobs done predominantly by women with jobs done predominantly by men, consistently reveal pay anomalies, and can be an effective method for addressing structural discrimination resulting from occupational differences.  However, there is a risk that pay equity policy may get bogged down in technical detail or debate.  Requiring widespread job evaluation by employers could be time-consuming and expensive, and increase the risk of inconsistent methods and outcomes.  Without adequate monitoring, there may also be a risk of manipulation or non-use of results.
  Alternatively, evaluations for key female dominated occupations could be undertaken in some more centralised way, to avoid duplication.  Subsequent wage adjustments could be implemented through legislative requirements, collective negotiations and/or by an individual discrimination complaint. 

Occupational comparisons across the labour market 

Analyses of the market-wide gender pay gap show that an important part of that gap is attributable to occupational differences between women and men.  Occupational segregation by gender and ethnicity, and lower average pay in those jobs done mainly by women and/or ethnic minorities, is a structural form of discrimination that is labour market wide.  Inter-national acceptance of this analysis has led to a policy focus on equal pay for work of equal value.  Comparable worth job evaluations are designed to address the problem at the level at which it occurs – wage rates for jobs typically done by women.  

The problem is wider than the pay scale of individual firms, however.  Implementing equal pay for work of equal value within organisations only would be of little use to the majority of women.
  It is market rates that need to be evaluated and adjusted.  Gender neutral job evaluations are therefore needed that can compare appropriate female and male dominated occupations across the whole labour market for men’s and women’s work, not just within firms.  Equal pay for work of equal value is about the transferability of skills between jobs and sectors, whether they are performed by men or by women.  

A key shortcoming of pay equity policies and job comparisons in Canada and the UK, as identified by commentators in those countries, has been policy frameworks that limit comparisons to jobs within a company or organisation only.  In Ontario the law was amended to allow a comparison with ‘proxy’ male occupation outside the organisation if there was no suitable occupation in-house – for example, in firms employing mainly women.
  In the UK, an analysis by economists estimated that the elimination of pay differences between gendered occupations within firms only would have considerably less impact on the gender pay gap than a policy allowing market-wide comparisons.  They also estimated the potential benefit to males employed in female dominated occupations.
  The Chair of the Equal Employment Commission takes the view that multi-employer comparisons may need to be allowed, if the UK’s pay equity policy is to be effective in addressing the labour market-wide inequalities affecting women’s earnings.

The policy question may therefore be, how could this be organised in a fair and cost-effective way?  

A positive aspect of labour market segregation is that a limited number of large occupations cover many women employees.  If gender neutral job comparisons were undertaken for the most important of these, this could have considerable effect.  Would it be necessary for every organisation or company to be involved in this?  The US experience has been that occupational comparisons can be time-consuming, and, if undertaken by more than one organisation, may produce different results.  Would there be cost and transparency benefits in occupational comparisons being undertaken by a responsible agency, rather than by employers themselves?  

If the process were done in centralised way, an implementation strategy would be needed.  If assessments were undertaken occupation by occupation, the effects of implementation would be staggered.  This could spread the overall economic effects of the policy change over a longer period.  As each occupation is assessed, it might be preferable to require rapid implementation of the resulting wage adjustment, however.  This would ensure a level playing field for competing firms drawing on that particular pool of labour.  However, fragile industries might negotiate to introduce agreed pay adjustments in stages.  These are all issues for thoughtful discussion in the development of possible policy.

Will an independent agency be needed?

In considering what needs to be done, and who should do it, an important question will be whether an independent agency is needed and what its role would be.  Placing responsibility for pay equity with an independent agency is one of the principles recommended by the Canadian Human Rights Commission.  

An independent agency might have the advantage of resolving any potential or perceived conflict of interest between the government as regulator and government as employer.  An agency that can provide information, advice or approved job evaluation systems may ensure a transparent and credible process for public and private sector employers.  

New Zealand’s restructured Human Rights Commission, with its new Commissioner on EEO (including Pay Equity), will have an overview role, as yet undefined, and this could develop further under future legislation. 

Any legislation on pay equity, whether human rights law or labour law, would come under the responsibility of an existing department, such as the Department of Labour, Department of Justice or State Services Commission.  If a responsible agency were a departmental unit under one of these, it might be modelled on the Employment Mediation Service.  In this scenario, legislation might place very detailed responsibilities directly on employers.  Alternatively, an authority or other expert body could take on aspects that could prove complex or burdensome for employers, particular small ones.  

Centralising responsibility for making occupational comparisons with a specialist agency would ensure consistency of outcome as well as method, avoiding some of the criticisms that have arisen in the US.  Upon consideration, it may be preferred by employers as the most cost-effective approach.  The question would then be how to ensure that comparisons demonstrating under-payment lead on to wage adjustments for women.

Self regulation or legislation? 

In 1990, the government repealed a regulatory approach to delivering employment equity for women.  Policy focused on encouraging equal employment opportunity through voluntary efforts in the private sector, and through EEO policies and monitoring in the public service.  Beyond government departments, few pay reviews have been undertaken.  There are no known instances of employers undertaken job comparisons of women’s and men’s occupations in their employment.  Continuing gender and ethnicity pay gaps in both the public service and the whole labour market show very slow change over the past decade – and, as noted in Section 2, not all the improved relativity has resulted from better pay for women.  

This suggests that leaving equity for women to the voluntary efforts of employers or industry self-regulation will not deliver fairer outcomes.  Nor will it meet government’s international obligations to take action on equal pay for work of equal value. The question is rather what legislation should require, and of whom, in order to deliver the policy objectives. 

What criteria should be considered? 

How can we design an effective system to ensure equal pay for work of equal value?  The task ahead is to develop an innovative and effective policy that is tailored to the current labour relations systems and to the patterns and problems of the New Zealand labour market.  This Background Paper does not seek to pre-empt the debates and submissions that will contribute to the development of such a policy.  However, some discussion of broad criteria is appropriate. 

The following very broad questions might frame thinking:

· What needs to happen to ensure equal pay for work of equal value for New Zealand women?

· What mechanisms can make this happen?

· What will be needed for effectiveness in different sections of the labour market?

· Who should be responsible for mechanisms and monitoring?

In general, well-designed regulation lays out a process for decision-making, with clear aims, requirements, roles and powers.  Legislative frameworks for regulatory agencies should allow a degree of flexibility, rather than being over-prescriptive on details.  Appropriate sanctions for non-compliance are needed.  On the other hand, involving employers in decision-making that affect their workplace is likely to increase commitment to the process and outcomes.  Other ingredients include educative resources and advice; reasonable expectations, timeframes and low compliance costs; as well as independent and effective monitoring.

The key questions for developing an effective pay equity policy are likely to revolve around how best to allocate, then bring together, the different requirements and roles.  How do we design the best system for making it happen? 

The Canadian Human Rights Commission has recommended five principles for effective legislation on pay equity:

· Authority vested in an independent agency.  Fundamental rights are best protected and promoted at arms-length from government and other interests.

· Required steps with stipulated time frames, so as to ensure uniform implementation.  A complaints-based system is rejected as resulting in uneven compliance.

· Clear aims and definitions of what work may be compared and how, and how adjustments will be calculated and integrated into wages. 

· Constructive involvement of employees and unions. 

· Provision of user-friendly materials, expert advice and training, reducing costs to employers.

These principles may be useful in informing the development of policy options in New Zealand.  They leave considerable scope for deciding the ‘who, what, how and when’ of a pay equity policy for New Zealand. 

The key criterion for policy makers will be a system that increases pay equity for the greatest number of New Zealand women, with the lowest possible compliance costs for employers and small businesses.  

Getting there, as the Canadian Human Rights Commission has pointed out, will require thoughtful reflection and a clear commitment to social justice.  It is likely that the New Zealand Human Rights Commission, with its new EEO commissioner, will play a strong role in any future pay equity policy, 

What features might an effective policy have?

Without pre-empting discussion, consultation or decision making on any of the above considerations, some possible features of an effective policy package are suggested below.  These reflect the issues reviewed in this Background Paper, including the principles identified by the Canadian Human Rights Commission.

· A new Human Rights new Commissioner will be responsible for Equal Employment Opportunity, including Pay Equity.  What should that role be with respect to pay equity and equal pay for work of equal value?  

· Employment laws and human rights laws working together.  Would a human rights approach, based on individual complaints, be effective by itself?  Should it also be backed by some change to labour relations or equal pay laws?  How could these complement or reinforce each other?

· A requirement for positive action by employers.  What role should employers take in ensuring pay equity for their staff?  Should there be different expectations of small firms, large organisations, state sector employers?  What advice, tools, expertise or education might be needed?  

· Gender neutral job evaluations.  Ensuring equal pay for work of equal value involves comparing different types of jobs.  Would cross-firm comparisons be needed to fully address labour market-wide patterns of occupational segregation by gender and ethnicity?

· Efficient delivery.  Would it be inefficient to require job comparisons by each employer?  What agency might play this role, undertaking evaluations that set a standard?  How might that be taken up by employers? 

· Focusing gender neutral job evaluations on key predominantly female occupations.  This could meet policy purposes without time-consuming re-evaluation of all jobs.  How many predominantly female occupations would need to be evaluated to ensure effectiveness?  Which jobs, which comparators?  Who would decide?

· Participation of employees and unions.  What roles would individuals and unions have?  How would pay equity policy affect collective wage negotiations? 

· A timeframe with planning implementation.  How could  ‘level playing fields’ between competitors be maintained?  Should different occupations or sectors be addressed in stages?  Should possible pay adjustments be made in stages?

· Policy review: Would pay equity policy be a one-off exercise, or is there a need for ongoing review of the situation?  How could policy be evaluated and adjusted if necessary? 

Next steps in policy development

Next Steps Towards Pay Equity: A Background Paper on Equal Pay for Work of Equal Value was prepared by the Ministry of Women’s Affairs in developing Next Steps Towards Pay Equity: A Discussion Document.  This discussion document for public consultation was released by government on 12 July 2002.  An accompanying booklet, Mahi Örite, Utu Tökeke, has also being released to help raise this issue with Mäori women and seek their views.  

Public submissions on the Discussion Document will be received until 30 November.  A summary of submissions will be published on the Ministry of Women’s Affairs’ website.  Key stakeholder groups and labour relations experts will be encouraged to contribute to debate on this issue.  In 2003, the Ministry of Women’s Affairs will be working with other government departments and agencies to develop broad policy approaches for consideration by government and further development. 

Common sources of bias


in pay systems


Undervaluing ‘softer’ or people skills – knowing less about their market value


Gender expectations that make women’s ‘natural’ skills seem worth less


Being over influenced by existing job hierarchies


Failing to recognise that current pay hierarchies may reflect social power or industrial muscle


Job descriptions that do not include the full range of actual skills being used.


Top Drawer Consultants (2001)





“Kaua e whai noa iho ki te rite täne.  Engari whïtiki I töu anö pakaritanga whakamaua kia tina.”


“Strive not to be only equal with men, but harness your own strength and move steadfastly forward.”


Anne Delamere








“For the majority of any population, economic status is derived from paid employment and health status may, to a large degree, depend on economic factors, as well might the educational opportunities of the next generation. �    It would thus seem that labour market status is central to under-standing the relative position of any group, including Mäori.”  


Robert Alexander and Murat Jaforullah (2001) Department of Economic, University of Otago








Goals for Women


Equity


Opportunity and choice


Full and active participation


No discrimination


A society that values the�contribution of women


Ministry of Women’s Affairs Statement of Intent.  MWA is currently consulting women in a review of these goals.
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EEO is�the elimination of barriers to ensure that:


People in NZ receive adequate preparations for their working life


Potential employees are fairly considered for the employment of their choice


Employees are supported to perform to their potential.


EEO Trust (2001)





“We believe it is perfectly feasible, with concerted action by all the key players, that the gender pay gap due to discrimination in the work-place should be reduced by 50 % within the next 5 years and eliminated entirely within 8 �years.” 


Equal Pay Taskforce, UK, 2001
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