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Foreword

Overall, women in paid work are paid less than men.  There are many factors, including levels of qualification and seniority, that contribute to this.  However, one factor that remains unaddressed in policy is the lower levels of pay for the occupations women are more likely to work in.  This Discussion Document is concerned with the part of the gender pay gap that results from the undervaluing and therefore under-remuneration of women (and men) working in predominantly female jobs.

Equal pay for work of equal value is a benchmark in international conventions and a policy goal that has been adopted in many other countries.  Possible policy options recognise that the market cannot be relied on to close the gender pay gap.

In Australia in March this year, the New South Wales Industrial Relations Commission found that gender played a part in the undervaluing of the work of librarians, library technicians and archivists and determined that a pay rise was due to take account of increased skill and responsibility for these employees.  Such determinations rely on a system for assessing and ensuring pay rates are fair and a willingness to genuinely reduce discrimination in the workplace.

This government has acknowledged the existence of discrimination.  We now want to rejuvenate discussion and debate about how we can address gender pay discrimination, and particularly how we might achieve equal pay for work of equal value. 

This means considering new policy options.

Last year we legislated for a new Human Rights Commissioner with responsibility for equal employment opportunities, including pay equity.  We now want to look at further policies to support this initiative.  We must also ensure that policies are designed to reduce the added inequality for Maori women, Pacific women and women from minority ethnic groups.  Their views will be sought.

Our goal is to build an innovative economy.  That means making the most of all our skills and talents.  Structural inequality has no place in modern and innovative workplaces.  The decisions of our daughters and grand-daughters should not be constrained by out-moded ideas about what women and the work we do are worth. 

Please contribute your experience, knowledge and opinions to our discussion. 

Hon Laila Harré

Minister of Women’s Affairs
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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, Statistics New Zealand’s Income Survey showed that women were earning 84 percent of men’s average hourly earnings.  Mäori women were earning 74 percent, and Pacific women were earning 70 percent of the average for all men.  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. 

The gender pay gap affects women’s life choices.  It affects family incomes, particularly those of women raising children alone, and means lower average earnings for women over a lifetime, which can bring insecurity in old age. 

Several factors have been identified as contributing to the gender pay gap.  These include differences between women and men in education, years of workforce experience and childcare responsibilities.  Another factor is occupational differences.  Women are typically employed in quite different jobs from men’s, and women’s work is, on average, lower paid.  

These factors do not explain all of the gender pay gap.  The portion that cannot be explained may partly indicate direct discrimination.  In addition, differences in education and occupation may reflect the continuing influence of past discrimination or barriers to women’s employment in some fields.

Current policies that address these factors include legislation requiring equal pay for women and men in the same job, laws against discrimination in employment, educational strategies, equal employment opportunities programmes and childcare subsidies.  While these are important, no policy addresses the way occupational differences between women and men are linked to lower average pay for women.  Policies to address this would go beyond equal pay for women and men doing the same job to ensure equal pay for work of equal value. 

Equal pay for work of equal value is about valuing the contribution women employees make to the economy.  Pay and employment opportunities based on gender or ethnicity, rather than on skills and abilities, may indicate a misallocation of human resource potential in the labour market.  The next steps towards pay equity go beyond measuring the gender pay gap, to start examining the value placed on work typically done by women, including Mäori and Pacific women.  

International conventions ratified by New Zealand include the policy principle of ‘equal pay for work of equal value’ to address this issue.  Although New Zealand has laws about equal pay for women and men doing the same job, and laws against discrimination, there is no current policy or legislation to ensure that women get equal pay for work of equal value.  

Policy to ensure equal pay for work of equal value is one possibility for addressing the gender pay gap, alongside current policies and other possibilities that could be suggested and explored.  It would be one in a set of strategies that government has implemented or is developing to improve labour market outcomes.  Government is mindful of the need to consider this issue in the context of the overall package of policy intervention strategies and how they work together.

This Discussion Document provides information about the gender pay gap and ways to help reduce it.  It gives examples of policies that other countries have adopted, and describes some common themes and policy tools.  There are lessons to be learned from experiences in other countries.  There are also issues about whether these different policies, or the way they are implemented, would be suitable for New Zealand or would be possible within the current employment framework.  This Document seeks feedback and ideas about possible approaches that would be effective in the New Zealand context.  

The aim of the Document is to encourage public debate about equal pay for work of equal value, and what might be the best way to progress this issue in policy and in practice in New Zealand.  Its purpose is not to provide answers at this stage, but to raise issues for further consideration.  It will provide a basis for input into policy development from women and their organisations and from employer and union organisations, as well as by government agencies and policy-makers. 

Please contribute your response

Prior to developing policy approaches to address pay equity, it is important that government has the range of community views and ideas in front of it.  You are invited to express your views, and to contribute your suggestions.  The questions in Section 9 are intended to assist in preparing a submission on this Discussion Document. Your submission will contribute towards developing recommendations to government on the next steps towards pay equity. 

Please send your submission to the Ministry of Women’s Affairs by 30 November 2002.  A summary of submissions will be published on the Ministry’s website.

	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. 


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 the average hourly earnings of women against those of men.  This measure allows for any differences in the number of hours worked.  This gender pay gap in hourly earnings has been monitored since 1973.

The June 2001 Income Survey showed that New Zealand women were earning, on average, $14.93 per hour.
  Men were earning, on average, $17.71 per hour.  So women’s average hourly earnings were 84.3 percent of men’s, a gap of 15.7 percent (Table 1).  In 1984, the gap was 20.7 percent. 

Women’s hourly earnings in full-time work were slightly better.  Among those working 30 hours or more a week, women earned 86 percent of what men earned, a gap of 14 percent. 

Weekly earnings are also of interest because people often pay rent, food and other living expenses on a weekly basis.  In June 2001, the average weekly earnings of full-time women workers were 79 percent of men’s average weekly fulltime earnings, up from 73 percent in 1984.  Taking all part-time and full-time wage and salary earners together, however, women’s weekly average earnings were only 60 percent of men’s.  This gender pay gap is larger than it was ten years ago.

One reason the gap is larger for weekly earnings than for hourly pay may be because men in full-time jobs tend to work longer hours than women in full-time jobs.  Another reason is that part-time jobs are most readily available in occupations with lower hourly rates of pay, although high qualifications do provide some women with well paid part-time jobs.  Many more women than men do part-time work.  Part-time or unsociable hours of work enable women to fit employment around family responsibilities. 

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

Slow change in the gender pay gap

Government policy, campaigned for by many groups of women over the years, has clearly helped to narrow the gender pay gap.  But this improvement has been slow and uneven.

The Equal Pay Act 1972 did away with separate male and female rates for the same job, in the private sector.  Between 1972 and 1977, the gender pay gap narrowed by more than 6 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, stayed much the same for a few years, then narrowed slowly again as the economy improved.   The Income Survey, which began in 1997, is now the best source of gender pay gap data.  Figure 1 shows how the gender gap in average hourly earnings has changed since 1974.

Figure 1: Average hourly earnings of women as a percentage

                of average earnings of men, 1974-2001 (Statistics NZ)
Although the gender pay gap is a useful measure, it hides differences and changes among women and also among men.  Economic and other changes that affect the size and composition of the workforce can affect male and female averages.  This means it is important to look at trends in pay gaps over time, not just changes from year to year.  

Some of the five percentage point catch-up for women since 1984 has been linked with limited growth in the average real hourly earnings of men, while women’s lower earnings have grown slightly faster.  Census data for 1986 and 1996 showed a bigger share of total income going to the top 5 percent of income earners, mostly older Pakeha men.  This was offset in average male earnings figures by falling incomes for a greater number of lower income men, especially Mäori and Pacific men.

Men’s employment has been concentrated in the agriculture, other primary industries and manufacturing sectors, which have done less well over the past two decades.  A report by the Department of Labour in 2000 noted a shift of male employment into the female-dominated service industries.  The service sector has grown rapidly, but wage rates in that sector are on average lower. 

So the gender pay gap may have partly reduced because men’s earnings have fallen, rather than because women’s earnings have risen.  Women’s employment continues to be concentrated in clerical, retail and service work, in which wages are generally low.  Investigation to see if women’s skills and responsibilities in these jobs are being properly rewarded could benefit women, and also some low paid men.

Further pay gaps

As well as a gender pay gap, New Zealand has an ethnicity pay gap.  

Work by the Department of Labour shows a pay gap by ethnicity that goes beyond differences in education and experience.  For Mäori, this gap was quite small in 1989-91, but by 1996-99 a ‘significant wage penalty’ was associated with being Mäori.  This penalty was larger for Pacific peoples and other ethnic minorities, across the whole decade.

Table 1:  Comparisons of average hourly earnings by gender and ethnicity, 

                Income Survey, June 2001

	Women
	Men
	Ratio 
	Mäori
	Pakeha
	Ratio 

	$14.93
	$17.71
	84.3%
	$13.60
	$16.90
	80.5%

	Women’s average hourly earnings comparisons

	
	Pakeha 
women
	Pacific 
men
	Mäori
men
	Pakeha 
men
	All men

	Pakeha women
	
	
	
	82.5%
	86.2%

	Mäori women
	85.6%
	
	92.8%
	70.6%
	73.8%

	Pacific women*
	81.5%
	91.1%
	
	67.3%
	70.3%


* Statistics NZ, Income Survey.  The ratios calculated for Pacific women are subject to high sampling errors.
Otago University’s Department of Economics analysed 1997-1999 Income Survey data by ethnicity, allowing for age, qualifications, occupational class, household type and other factors.  Their results showed lower average wages for Mäori and Pacific people, and for women, which they attributed partly to discrimination.

Mäori women and Pacific women experience both a gender pay gap and an ethnicity pay gap, as Table 1 shows.  This in turn impacts on the resources available to meet the aspirations of these communities.  

Mäori women

The release of this document for consultation provides the opportunity for government to engage with women on discrimination in the labour market and to ensure positive policy outcomes for Mäori.

In the June 2001 Income Survey, Mäori women earned, on average, 74 percent of men’s average earnings per hour.  This gap was the same as in 1997-1998.  They earned 93 percent of the average hourly earnings of Mäori men (whose share of income fell over the 1990s), but just 71 percent of the average hourly earnings of Pakeha men.  

Mäori women’s average hourly earnings were 86 percent of those of Pakeha women.  Within broad occupational groups, pay does not differ greatly between Mäori and Pakeha women.  But greater numbers of Mäori women are concentrated in occupations that are low paid.  These occupational patterns are discussed in the next section.

The Ministry of Women’s Affairs 2001 report, Mäori Women: Mapping Inequalities and Pointing Ways Forward, pointed to income disparities affecting Mäori women, through low pay as well as disproportionate under-employment and unemployment. 

The underlying factors contributing to the pay gaps and the impact on Mäori women across the labour market have yet to be determined.  Data and information is needed so that labour market outcomes for Mäori women can be identified and, in partnership with Mäori women, solutions developed.  The Ministry of Women's Affairs will ascertain the views of Mäori women and develop approaches for government's consideration.

Pacific women

The labour market situation of Pacific women tends to be under-reported in national survey samples because Pacific communities are located in some regions only.  However, Table 1 shows that Pacific women’s average hourly earnings in June 2001 were 70 percent of men’s average earnings and just 67 percent of the average for Pakeha men.  

Between 1986 and 1996, Pacific women’s average annual income fell by 17.5 percent.  This reflected a greater concentration of employment in part-time service sector jobs, as full-time manufacturing jobs were lost.  The experience of Pacific women shows the links between the social inequality experienced by immigrant groups, occupational differences and low pay. 

Women of other groups

Gender pay gap and occupational data is not available for women of other ethnic origins.  Other information shows many new immigrant and refugee women are finding only part-time, casualised employment, often well below their qualifications.  While a common barrier may be language ability, views from some employers in a survey of Chinese immigrants suggest that prejudice may also be a factor.

Public Service pay gap

Gender pay gap data is available for public servants, as a result of Equal Employment Opportunity reporting requirements.  A 2001 State Services Commission report, Human Resource Capability, showed that the average earnings of women employed in government departments were 83 percent of the average earnings for men, a gap of 17 percent.  Occupational differences between men and women employees accounted for 11 percent of this pay gap.  The study did not compare the content and pay of typical male or female Public Service jobs. 

The Public Service employs a higher proportion of Mäori and Pacific peoples than are in the labour force as a whole, with Mäori employees spread more equally through Public Service salary ranks than women are.  However, Mäori women public servants earn 9 percent less than Mäori men and 19 percent less than Pakeha men.  Pacific women earn 7 percent less than Pacific men and 30 percent less than Pakeha men.  

The Public Service includes many higher paying occupations, but gender pay gaps are not just a concern for women in lower paid jobs.  The Department of Labour study of the workforce in both public and private sectors showed a larger gender pay gap between men and women on higher incomes than at lower income levels. 
Why is there a gender pay gap?

In 2000 the Department of Labour published a detailed report on pay inequality between men and women, which explored reasons for the gender pay gap.  It estimated that 40-80 percent of the current gap could be explained by differences between women and men in education qualifications, years in the workforce, and the occupations and industries they worked in.  About 10 percent may be the effects on women’s earnings of dependent children.  This left 10-50 percent of the gender pay gap unexplained.

The report attributed 33-60 percent of the gender pay gap to differences in years of workforce experience (15-50 percent) and educational qualifications (10 percent).  Just 15 percent of the five percentage point improvement since 1984 was attributed to women’s gains in education, occurring mostly in the 1980s.  The effect linked to dependent children was due mainly to fewer years in the labour market.  Experience was considered less of a factor after 10 years.  UK research suggests that in low paid women’s occupations years of continuous employment do not have much effect on wage rates.  

The Department of Labour report estimated that 20-40 percent of the gender pay gap related to differences in the jobs men and women did.  Women were concentrated in low-paying industries and occupations.  It was considered likely that more of the pay gap could be attributed to occupational differences if pay data for more detailed levels of job categorisation were available.  The report noted:

Although occupational and industrial wage effects are treated as part of the ‘explained’ portion of the gender earnings gap in this analysis, this should not be taken to imply that they are necessarily either efficient or equitable.  (p.88)

Occupational differences between women and men, as this study shows, are a key part of the gender pay gap problem.  In most industrialised countries, women and men typically do different jobs, with further differences for women or men of minority ethnic groups.  This is called occupational segregation. 

The next section reviews current government policies that address some of these factors contributing to the gender pay gap.  This Discussion Document highlights for policy attention those portions of the gender or ethnicity pay gap that:

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

(ii) result from occupational or industry differences by gender and/or ethnicity.  This may indicate a form of structural discrimination.

Do pay gaps reflect discrimination?

In theory, pay rates should reflect human capital factors – skills, qualifications and experience in the job.  Pay rates are also shaped by supply and demand factors, such as high unemployment, levels and shortages of particular skills, and sector decline or expansion.  Conditions of work can sometimes affect pay rates.

However, many international studies have shown that earnings vary by job type in ways that do not obviously match skills or productivity, but do match gender and ethnic differences. Overseas studies of large workforces have investigated jobs and pay by race as well as gender.  These show that the higher the proportion of women, or of an ethnic minority in an occupation, the lower their average earnings.  

The New Zealand labour market also shows linkages between occupation, gender, ethnicity and low pay.  Lower average hourly pay and total average income for Mäori and Pacific women are linked to the fact that they are the groups most likely to be in lower paid and less secure occupations.  On average, there is a pay premium attached to being male, and to being Pakeha, as Department of Labour reports state. 

When normal rates of pay for different occupations reflect patterns of employment by gender and ethnicity, with lower pay for women and ethnic minorities, this may be considered a form of structural discrimination.  This differs from direct discrimination – that is, a woman not being paid the same as a man for doing the same job.  

The challenge for government and for employers is to find ways to make sure that any direct and structural discrimination is remedied or avoided.  Occupational differences contributing to the gender pay gap may reflect structural discrimination of this kind.  Can these occupational pay differences be justified, or should women in these jobs be getting equal pay for work of equal value? 

3. What has already been done?

What current policies address the gender pay gap?

A number of current policies address some of the factors, identified in the last section, that contribute to the gender pay gap.  There are also several pieces of legislation against discrimination in employment, including pay.

Educational strategies

Women’s tertiary education has been a success story over recent decades.  There are now more women than men at university, and they are gaining more bachelor’s degrees.  More women than men enrol as mature students.  The Department of Labour study showed differences between women’s and men’s average levels of education attainment are now a small factor in the gender pay gap for all women.  But the gender pay gap is larger between women and men with tertiary education. 

Education does bring higher average earnings.  When education and average annual earnings are looked at separately for women and men, however, gender pay gaps appear.  The Vice Chancellors’ Committee’s reports on university graduate employment show a gender pay gap of around $10,000 a year after five years in the workforce.  At this stage, most women graduates are young and have not had career breaks for childbearing.  This gender difference in rewards for education was also shown by Census 1996 data. 

Studies of professions such as medicine, law and accountancy have shown women being paid less than men with similar qualifications and experience.  The Vice Chancellor’s Committee reports show varying gender pay gaps with different kinds of degree.  The largest gaps were with qualifications for traditionally male professions and with commerce degrees.  

Census data shows that Mäori women who reach tertiary level perform well, but later earn less on average than Pakeha women with graduate and postgraduate degrees.  On average, Mäori women and men do less well than Pakeha through their compulsory schooling years, making education and training an important issue.  When Mäori and non-Mäori women with high school qualifications and with no qualifications are compared, Mäori women have lower average earnings.  This reflects Mäori women’s greater labour market concentration in low paid occupations.

The situation is similar for Pacific women with degrees.  Their average annual income is lower than for Mäori women and Pakeha women with degrees.

Equal Employment Opportunities policies and programmes

Equal employment opportunity (EEO) policies and programmes focus on equal access to jobs and promotion for women, ethnic minorities and people with disabilities, with the aim of ensuring non-discriminatory treatment.  Some EEO programmes encourage family friendly workplaces and aim to reduce any disadvantage to women as a direct result of their family responsibilities. 

In the public sector, the State Sector Act 1988 requires chief executives to be ‘good employers’ (S. 56) and to recognise the employment aspirations of women, of employees with disabilities and of ethnic and minority groups, particularly Mäori.  They report to the State Services Commission on equal employment opportunities within their agency, including programmes to:

…identify and eliminate all aspects of policies, procedures and other institutional barriers that cause or perpetuate ... inequality in respect of the employment of any persons or groups of persons. (S.58)

These EEO requirements are considered to include equal pay issues.  Departments’ reports feed into the State Services Commission’s analysis of the Public Service gender pay gap (see Section 2). 


Private sector EEO activities are voluntary, and seldom touch on pay issues.  The Equal Employ-ment Opportunity Trust promotes fair hiring and promotion practices as an efficient human resources strategy that can help businesses respond to the diversity of New Zealand markets.

As with educational strategies, there is recog-nition that gender socialisation can contribute to women’s and men’s career choices, as well as

to employers’ hiring decisions.  Some EEO programmes encourage women into a wider range of jobs, including traditional male trades and professions.  Rather than women being concentrated in typically female occupations, it is often argued, a more even spread across all occupations in the labour market could reduce the gender pay gap.

Labour market studies have generally (but not always) shown a slow decrease in occupational segregation.  The Ministry of Women’s Affairs has undertaken two studies of Census data trends.  A 1991 study suggested that, for women’s occupational distribution to be the same as men’s, about 65 percent of women would need to change jobs.  A 1998 study of broad job categories showed occupational segregation by gender had decreased in full-time work and among 15 to 24-year-olds, but had increased in part-time work.  The researchers concluded that, despite present EEO policies, it could take 75 years before occupational differences between women and men disappeared.

EEO policies can help women, including Mäori and Pacific women, to move into a wider range of occupations, which may have better pay.  They may also help women with family responsibilities to stay in their occupation of choice.  EEO policies therefore contribute to the slow narrowing of gender pay gaps over time.  However, they do not directly address why the kinds of work currently done predominantly by women attract lower pay on average than the kinds of work done by men. 

Policies to support women employees with family responsibilities 

Women continue to carry a disproportionate responsibility for children, for caring for sick or elderly relatives, and for housework.  These family responsibilities affect women’s decisions about paid employment, the hours or times they work, and the kinds of jobs they take.  Government policies help shape those decisions.  

A gender difference in years of workforce experience was identified by the Department of Labour as an important factor in the gender pay gap.  Many women take time out of the workforce for childbirth and to care for young children.  Policies such as paid and unpaid parental leave and childcare provision support women who wish to continue in employment and, over time, will help reduce the impact of this factor of the gender pay gap.  

In 1987 legislation on unpaid leave for childbearing required mothers’ jobs to be held open for them for up to 12 months.  From 1 July 2002 this employment right will include paid leave for 12 weeks, funded from taxation, to a maximum of $325 a week before tax.  This is available to mothers who have been with one employer for at least 10 hours a week (or 40 hours a month) for a year.  Paid parental leave helps maintain women’s incomes at the time of childbearing or adoption and, like unpaid parental leave, aims to support career continuity.

Also important to working mothers is the availability of affordable, high quality childcare and after school programmes, which are supported by tax credits and programme funding.  Sick leave, domestic leave and other leave entitlements are important to women for meeting family needs.  So too are family friendly workplace policies adopted by employers.

Women’s family responsibilities are often balanced by shorter hours in paid employment. Lower hourly earnings than those of their husband or partner may influence this choice.  The flexibility of working part-time is important to many women.  However, there is limited data on fluctuating hours, or short-term and on-call employment, and what these may mean for women.  This is now attracting policy attention.  

Shorter hours of employment mean lower weekly income.  But hourly earnings are also lower on average for part-time employees than for full-time employees.  This is largely because part-time jobs are most readily available in occupations and industries in which labour flexibility is required but pay is currently low.  Women’s family responsibilities limit their options for hours of paid work and type of job, contributing to the gender pay gap.  Policies that help employees to balance work, family and community may help reduce the gender pay gap in hourly earnings by increasing women’s job choices.

Employment standards 

Other employment policies and standards, for example, on collective bargaining, do not specifically target women.  However, all policies that support employees in low paid or insecure jobs or small workplaces benefit women, especially Mäori, Pacific and Asian women who are often in low paid, casual jobs. 

For example, a recent increase in the Minimum Wage rate is expected to benefit women, since women are disproportionately in jobs that pay minimum or very low wages.  For this reason, Minimum Wage increases may contribute to the slow closing of the gender pay gap. 

Legislation against discrimination

New Zealand has both employment laws and human rights protections that prohibit discrimination in employment, including discrimination in pay and other forms of remuneration. 

Other countries also use a mixture of employment law and human right law (see Section 6).  Pay equity has often started as an employment relations issue, then come to be seen also as a human rights issue.  When progress on pay equity has been slow in employment negotiations, the debate has shifted to take in arguments based on human rights.  

Equal Pay legislation

Separate male and female pay scales were abolished by the Government Service Equal Pay Act 1960 and the Equal Pay Act 1972.  These Acts are still current, and entitle women to equal pay with men if both are working in the same job. 

When these Acts were passed, many wage rates were negotiated occupation by occupation.  The rate for each occupation – and equal pay – then applied to all employers and workplaces across the labour market.  Both these Acts now operate within enterprise-based bargaining, since 1988 in the state sector, and since 1991 in the private sector.  Wage rates now generally apply within firms only, between employees and their own employer.
   
This means that equal pay for women and men doing the same job also applies only within the same firm.  Within firms, individual employment agreements may mean it is now harder for women to know what the men they work with are being paid.  For these reasons, the effectiveness of the equal pay legislation has been questioned, particularly for addressing the gender pay gap.  
Employment Relations Act (2000)

This Act provides a framework for ‘good faith’ bargaining between employers, employees and unions for individual, collective or multi-employer wage agreements.  The Act also extended the personal grievance provisions on discrimination contained in the previous legislation and in some earlier occupational wage documents.  The personal grievance provisions now mirror the provisions of the Human Rights Act (see below).  

Discrimination is defined 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.
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 can try to help the parties resolve the problem by agreement.  If this is not possible, the Employment Authority can be asked to investigate.  A decision by the Authority could be appealed to the Employment Court.  Alternatively, a complaint can be taken under the Human Rights Act.
Human Rights Act, 1993 (amended 2001)

This Act prohibits discrimination in employment on grounds of sex, ethnicity and the other personal attributes listed above for the Employment Relations Act.  It is unlawful 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.

A pay discrimination complaint by a woman can be lodged under this Act.  The Act allows for cases to be taken on behalf of a class of women (S.83), but this has never yet happened.  Of 52 individual complaints about sex discrimination in employment between 1993 and 2000, 16 were about pay.  All but one of these 16 complaints were from women. 

In December 2001, this Act was amended to allow Commission officials to instigate a formal conciliation process, similar to the mediation services offered under the Employment Relations Act.  If the problem is not resolved, it goes on to a Complaints Review Tribunal for a ruling.  When cases are settled informally or through mediation, names, details and remedies are not made public.  Even without details, however, the Commission believes publicising the issues is an important educational strategy.  The Commission can now also undertake a general inquiry into any human rights issue.

The December 2001 amendments included the appointment of a new full-time Human Rights Commissioner with responsibility for ‘Equal Employment Opportunity (Including Pay Equity)’.  Work is beginning on a National Plan of Action for Human Rights.  This may include pay equity as a human rights issue for women.
New Zealand Bill of Rights Act

The New Zealand Bill of Rights Act also includes a broad prohibition against discrimination by sex, ethnicity and other human rights grounds.
The contribution of current policies 

Policies such as EEO, parental leave and childcare influence some factors in the gender pay gap.  Policies that widen women’s options for employment and help them balance paid work and family responsibilities may, over time, increase women’s average years of workforce experience compared to men’s.  These policies do not, however, fully address the role of occupational differences in the gender pay gap as a form of structural discrimination. 

The legislation against pay discrimination applies to women and men doing the same job for the same employer.  It relies on individuals taking complaints, rather than requiring employers to ensure equitable pay systems.  This legislative approach offers remedies for individuals, but does not address inequalities in women’s and men’s average pay as a labour market-wide policy issue.

4. What more could be done?

New Zealand’s international obligations

New Zealand has ratified several international conventions that relate to the employment of women, including pay equity.  The most important of these are ILO Convention 100 and the UN Convention on the Elimination of (All Forms of) Discrimination Against Women.  They  place a specific requirement on New Zealand to ensure, not just equal pay for the same job, but ‘equal pay for work of equal value’. 
ILO Convention 100: Equal Remuneration 

(1951, ratified June 1983)

This Convention requires 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.
Convention on the Elimination of (All Forms of) Discrimination against Women

(CEDAW) (1979, ratified 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;…

Countries that ratify CEDAW 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.  
In 1999 the Committee for CEDAW expressed ‘serious concern’ at New Zealand’s continuing wage differential between women and men.  The Committee recommended:

…further efforts by government, including considering development of a strategy for equal pay 
for work of comparable value. 

The policy gap 

ILO 100 and CEDAW were ratified in the mid-1980s.  Yet no current policies address this longstanding and specific commitment to take action on equal pay for work of equal value for women.
At the time of ratification, it was thought that the Equal Pay Act 1972 made New Zealand compliant with these Conventions.  This Act covered equal pay: 

(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. 

In 1985 a wage claim for clerical workers was lodged, comparing their skills, responsibility and effort with typical male occupations.  The Court ruled that acceptance of equal pay rates for women and men during the Act’s implementation phase implied acceptance that all the Act’s criteria had been satisfied.  Therefore the question could not be reopened.  This led to a campaign for pay equity by women’s organisations and unions representing female dominated occupations.  A 1988 Working Party on Employment Equity recommended new legislation to address both equal employment opportunity and pay equity.

The Employment Equity Act was in passed in September 1990, and repealed three months later following a change of government.  It would have extended state sector equal employment programmes to private sector employers with more than 100 employees.  It allowed claims for equal pay for work of equal value for female dominated occupations, compared with two typically male occupations.  The responsibility for pay equity comparisons lay with an Equal Employment Commission, and was intended to result in pay adjustments to the minimum occupational wage rates set through multi-employer collective bargaining.  

This is no longer possible with enterprise-based wage bargaining.  The next step towards pay equity would involve not just deciding how to measure and reward work of equal value in women’s and men’s different jobs.  It would also require an innovative new strategy to deliver pay equity to women. 

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

Different jobs, equal value

Equal pay for work of equal value has been identified internationally as an important way to close the part of the gender pay gap that may be due to structural discrimination.  But what does it mean?

Equal pay means that men and women doing the same job must get the same pay.
  New Zealand law entitles women to equal pay, under the Government Services Equal Pay Act 1960 and the Equal Pay Act 1972 (see Section 3).

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 often referred to as pay equity (although strictly speaking this also includes equal pay for the same job).  In the USA and Canada, equal pay for work of equal value is called comparable worth.   

Different jobs, lower pay

It is important to compare typical male and female occupations to see if pay is equitable.  The labour market is made up of sub-markets for different kinds of people.  Most men and women are not competing for the same jobs, as they do different kinds of work (as noted in Section 2).

The 2001 Census showed that a third of all New Zealand women employees are in the 10 most common occupations for women:  sales assistant, general clerk, secretary, registered nurse, primary teacher, cleaner, caregiver, information clerk/receptionist, accounts clerk, and retail manager.  Women employees were spread over fewer job categories than men. 

The 10 most common job categories for men were sales assistant, general manager, truck driver, builder/contractor, crop/livestock farmer/worker, labourer, dairy farmer/worker, retail manager, and slaughterer.  These jobs employed 21 percent of all male employees.  

The concentration of women into fewer, and largely different, occupations than men is called occupational segregation.  International research links occupational segregation to lower average pay for women and ethnic minority groups.

New Zealand also has job segregation by ethnicity.  In the 2001 Census, a third of all Mäori women employees worked in 9 occupations:  sales assistant, cleaner, general clerk, care-giver, primary teacher, information clerk/receptionist, social worker, packer, secretary and catering counter assistant.  Compared with 1991, fewer Mäori women are now working as sewing machinists and more are working as child-care 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.

Occupational segregation is also marked among Pacific women.  In 2001 a third of all Pacific women employees were 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 employed a quarter of all Pacific women employees. 

Of the group defined as ‘Asian’ women
, nearly 8 percent were sales assistants.  Their 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.

The labour market is different from other markets, because it involves people.  Market adjustment is slow.  Skills take time to learn.  Families cannot easily change location.  The labour market also reflects relationships in society.  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 some as inherently worth less.

Women’s skills are clearly needed by employers.  Despite women being concentrated in fewer occupations than men, their rates of employment and unemployment have not differed markedly from men’s over the past two decades.  If women’s jobs are worth doing, are they, on average, really worth less pay than men’s? 

	Home care workers

Home care work shows how women’s skills and low pay go together.  Home care workers are employed by service providers contracted by the Ministry of Health.  They care for frail elderly people, people awaiting or recovering from operations, and people with long term conditions such as paraplegia or multiple sclerosis.  They provide semi-skilled nursing care and household support.  Both these roles involve skills that – because they are part of women’s traditional role in the family – are not formally recognised and rewarded.  In research by the Ministry of Women’s Affairs, home-care workers reported feeling that they had ‘no choice’ in meeting the needs of vulnerable patients.

In this industry, wage labour is the main cost, with competitive contract tendering putting pressure on rates and hours.  Recruitment costs are low and little training is provided.  Women’s ‘natural’ skills are used and undervalued.  The research showed how important it is to describe home care skills accurately, so as to allow comparison with other jobs, and to acknowledge and reward the caring skills involved.  

	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, and for 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.

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.  


Different jobs, undervalued skills

Although who gets which jobs can change over time or between cultures, this gendering of jobs happens in ways so normal that it is often seen as simply ‘natural’.

Research has tracked how jobs are actively organised into men’s work or women’s work.  New Zealand and overseas studies have documented how men actively ensure that using technology is considered a male skill.  In a study of Wellington supermarkets, produce sections were men’s work, because of heavy lifting.  Delicatessen sections were women’s work.  Yet these women handled equally heavy loads.  In a Wellington pizza chain outlet, girls served customers and answered phones while boys made the pizzas.

Jobs that are considered ‘men’s work’ tend to attract higher status and pay.  The effect is the opposite for ‘women’s work’.  Many typically ‘female’ jobs reflect women’s traditional work in the family.  They involve serving or caring for others – children, patients, customers.  The growing industry in personal services, for example, draws on the skills, qualities and capabilities many employees have gained in their lives as women.

Some of the skills involved in women’s jobs are often seen as ‘natural’ for women, rather than a skill developed through practice and experience.  For example, the skills required in interacting well with people – managers, staff or difficult clients – often go unnoticed.  Tact and subtlety in raising issues with people may not be recognised as problem solving skills. ‘Being nice’ is a requirement of difficult customer service and hospitality jobs.  Services based on these skills may be provided free at home, and therefore have become undervalued at work. 

On the other hand, heavy physical effort, organisational skills and responsibility for life and death are requirements of many jobs involving caring for children, the sick, and the elderly.  Overseas evaluations show that these skills are undervalued in women’s pay packets.  Although wage rates for skills are often considered to be set by market demand, a large body of international research shows that what is recognised as a skill often depends on social power (including union strength).

Equal pay for work of equal value is about reducing historic ‘social’ effects on women’s pay rates.  This can be done by looking at the value of skills and other aspects of women’s jobs to the market, and comparing the pay rates for jobs usually done by women with the rates already being paid for similar skills and other aspects in jobs usually done by men.  

To do this, the fundamental job requirements are compared.  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?   Gender neutral job evaluation tools can be used to score each job component on a detailed scale, then compare total points and pay rates for jobs done mainly by women against points and pay rates for jobs done mainly by men.  In other countries, such evaluations have found undervalued skills in a wide range of women’s jobs.

Can pay equity policies address ethnicity pay gaps?

A two-pronged strategy of pay equity and equal employment opportunity was recommended by the 1988 Working Group.  It was expected that Mäori and Pacific women would benefit through pay equity claims and wage adjustments for the occupations in which they were concentrated.  There was also a requirement for large employers to address EEO for Mäori and Pacific peoples in the repealed 1990 Act. 

This focus on EEO for Mäori and Pacific people continues in state sector ‘good employer’ requirements, and in new human rights legislation covering employment.  However, there is little policy that focuses on the kinds of work that Mäori and Pacific women do and their rates of pay.  Qualifications-based strategies may add to the barriers for some women.  Qualifications or pay may not always be the most appropriate way of recognising some cultural or community based contributions.  In the context of paid employment, a pay equity strategy can recognise and value the skills and abilities actually being used in many community jobs, as well as skills, responsibilities, effort and work conditions in other common jobs for women.  

The available evidence suggests that adjusting pay rates to give equal pay for work of equal value would benefit Mäori and Pacific women.  A US study on Current Population Survey data 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.  In 13 occupations where mainly ethnic minority women worked, equal pay for work of equal value could bring 59 percent of workers above the US poverty line. 

More than 30 US states already have pay equity policies for public employment, which have helped reduce local gender pay gaps.  Three states, a few counties, and two cities with high African-American populations have also done comparable worth assessments by ethnicity, and have made pay adjustments. 

6. What are other countries doing?

Gender pay gaps and occupational segregation are an international phenomenon.  An international approach is developing, as countries draw on each other’s experiences.  One size does not fit all, but ideas can be borrowed and lessons learned from other countries as we think about what might work best for New Zealand.  

This section looks briefly at Australia, the United Kingdom, the United States of America and Canada.  For details and for information about other countries, see Next Steps Towards Pay Equity: A Background Paper on Equal Pay for Work of Equal Value on www.mwa.govt.nz. 

Australia 

In 1995 Australia undertook its most comprehensive national employment survey to date, providing data on earnings, job types and workplaces.  Results in 1999 showed that the higher the proportion of women employed in an industry, an occupation, a firm, or even a work team, the lower the average pay. 
Many Australian wage rates are negotiated by unions and employers and set down in wage awards.  From 1972 unions could claim equal pay for work of equal value, but most just removed separate male and female rates.  The equal pay for work of equal value principle was added to federal employment relations Acts in the 1990s.  But there has been no consistent definition of comparable worth, method of evaluation or means of implementation.  

In 1997 a New South Wales Pay Equity Taskforce concluded that, with some legislative changes, wage awards were a suitable system for addressing pay equity, and that the value of women’s work was crucial.  New principles 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 pay equity measures would have short term risks for certain industries but no lasting effects on employment or the NSW economy.  

In September 2000, a Queensland Pay Equity Inquiry drafted pay equity principles similar to those for New South Wales.  In 2001 unions launched pay equity claims for typical female occupations in New South Wales, Queensland, Victoria and in federal employment.  In March 2002 the Industrial Relations Commission of New South Wales ruled in favour of a public sector wage pay equity claim comparing librarians with geologists.

United States of America

The USA differs from Australia in that employers do not negotiate collectively over wage rates. The context for pay equity is closer to New Zealand’s current decentralised system.  

In 1963 a federal Equal Pay Act abolished separate male and female rates for the same job.  The Civil Rights Act 1964 addressed race and sex discrimination in hiring, job assignment and promotions.  This led to affirmative action requirements for federal jobs and contracts.  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.  The issue was taken up by some state and local governments, backed by women in public sector unions.  No US policies cover 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.

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 job assessments and wage adjustments at costs of 1 to 4 percent of total payroll.  Once legislation was enacted and job evaluation results came out, some organisations adjusted the wages of their female employees by an average amount.
In Oregon, some job classes received comparable worth raises; others received market adjustments through collective bargaining.  Evaluation after 10 years showed segregation by gender continued but pay equity evaluations had raised wages for the main female jobs by 10-20 percent.  This included clerical and service jobs, which benefited people of colour. 

Criticisms of comparable worth assessments are that they have been time consuming, expensive and have led to different outcomes in different organisations.  This may reflect policy implementation based on each public sector organisation running its own separate process.  In some cases this has led to extended employee renegotiations over the value of every job, not just the main occupations in which women work. 

United Kingdom 

Pay equity policy results from the UK’s obligations as a member of the European Union, including cases taken to the European Court.  In 1984 the Equal Pay Act (1970) was changed to define ‘equal pay for equal work’ as men and women doing work that is ‘the same or broadly similar, rated as equivalent under a job evaluation scheme, or of different but equal value’.  In 1987 the gender pay gap was wider than in 1975, although it has slowly narrowed since then.  Much of the gap is attributed to occupational differences.  

The 1984 legislation allows comparisons with men’s work employed by the same firm or organisation.  Some women have achieved substantial increases, but the benefits cannot be passed on to women in similar jobs in other firms.  Making a claim requires knowledge of the law and information about colleagues’ jobs and pay rates, as well as the resources and courage to initiate a claim.  It is reported that the evaluation systems used are seldom gender neutral and that the tribunals hearing claims have little expertise. 

Current UK policy focuses on the work of an Equal Opportunities Commission and an employer-funded Equal Pay Taskforce.  These promote a Code of Practice on Equal Pay to employers which recommends that employers review 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.  The Commission thinks 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 on employer reviews in the public sector, particularly in health. Reviews to date have highlighted pay differentials related to occupational segregation by race also.  However, pay equity assessments within firms cannot fully address differences in occupation across the labour market that result in lower average earnings for women.  

Canada 

Canada has the most extensive and varied experience of pay equity of any country.  It is currently reviewing its federal legislation. 

Canada ratified ILO Convention 100 in 1972.  With Quebec taking the lead in 1976, nearly all Canadian provinces passed pay equity legislation of varying types for public sector employment.  Until 1998, Ontario’s pay equity legislation also covered the private sector, with different requirements for small and large employers.  

The Canadian Human Rights Act 1977 abolished separate male and female pay rates in all federal public sector organisations and federally regulated industries.  Individuals or unions lodge claims with the Canadian Human Rights Commission for investigation and settlement.  The Commission may initiate investigations but has not done so. 
The Commission reports that complaints are not well suited to addressing systemic forms of discrimination.  This approach means pay equity policy is implemented unevenly, possibly disadvantaging the employer compared to competitors, and employers therefore respond defensively.  One complaint against the federal Treasury Board took 15 years to resolve.  The government then paid CDN $3.5 billion in back wages to 200,000 public servants – mainly clerks, secretaries, librarians and health care workers. 

Since 1995, the Commission has been required by law to audit compliance, rather than in response to a complaint from an individual.  Steps and timetables are laid down for removing barriers in hiring and promoting women, visible minorities, aboriginal people and people with disabilities. 

In 2001, as part of the federal review, the Canadian Human Rights Commission recommended five principles that could contribute to effective pay equity legislation: 

· 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 would 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.

7. Common questions about pay equity

Won’t pay equity policies distort the labour market?

Pay equity policies are a response to a labour market that is already distorted.  There may be no intention on the part of employers to be unfair towards their employees.  Yet normal ‘market rates’ have historic distortions and assumptions about what ‘skilled’ work is, and what women are worth. 

A review of wages across the global economy by a World Bank economist in 1999 considered pay inequalities and gender differences in jobs to be a misallocation of the labour force.  Efficiency losses result if pay and recruitment is based on demographics rather than skills and abilities.  This view is shared by the ILO.  The Department of Labour report on the gender pay gap also said that efficient allocation of human resources requires equally productive workers to be paid equally. 

Women and men do often bring different skills into 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. Some aspects of women’s work may be invisible because they match accepted norms of female behaviour, such as caring or pleasantness.  Others may be invisible because they do not fit feminine stereotypes, such as the strength required to lift patients. 

People of various cultural backgrounds also bring additional skills.  The business sector is recognising that a culturally diverse workforce can make good business sense.  It can contribute to better recruiting and deployment of staff and help meet business goals, particularly in the growing service and community sectors.

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.  The matching of skills to jobs is a key theme in current thinking about labour markets and labour market policy.  Rewards are an important means of ensuring that skills are available, that jobs are filled from a choice of candidates, and that good staff are retained.  Fair rewards send 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 possibilities in life.  

Organisations want pay systems to be effective.  In the US large organisations have used reviews and job evaluations for over 50 years to increase pay stability and provide performance criteria for employers.  Pay systems that seem fair and reasonable help motivate employees, and increase commitment to the job and the company.  Equal pay for work of equal value, as part of a planned and equitable remuneration system, can give the correct messages about what – and who – is valued in an organisation.  

Won’t pay equity adjustments reduce employment?

A common argument against pay equity for women has been that possible 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 men.  

The Equal Pay Act 1972 had 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.  It narrowed the gender pay gap by more than 6 percent. 

Women are employed in many typically female jobs because of valuable, typically female skills.  At higher rates of pay, those skills would still be needed.  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.  International evidence that markets adjust smoothly to similar interventions in regard to the minimum wage is also reassuring.

What about the cost?

If equal pay for work of equal value were to completely resolve the 20-40 percent of the gender pay gap that the Department of Labour attributes to occupational difference (see Section 2), the cost of this could be estimated at 1.2 to 3.5 percent of the national wage bill.  In practice, the cost is likely to be lower.  Reviews or job comparisons would be likely to happen gradually, perhaps in deliberate stages. 

There would be costs to employers, including government.  The impacts and timing of these would need to be considered carefully. In the long term, there may also be some efficiency gains from more appropriate rewarding of skills. There may also be flow-on effects for the economy 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.  Positive flow-on effects may be reflected in family incomes, household spending and savings. 
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 the same (though higher) labour costs for business competitors. 

Evaluation of pay equity efforts in eight US states concluded that they were ‘affordable’.  Compliance costs were lowest when evaluations were targeted to specific jobs only.  There has been little after-the-event evidence that equal pay for work of equal value, systematically introduced, adversely affects business or employment growth, or the macro-economy.  Further work towards possible policies for New Zealand will include gathering detailed evaluations of the different policy approaches adopted so far in other countries, and their economic impacts. 

Fairer pay would contribute to women’s earnings, to families and to household spending and savings.  Fair assessment and rewarding of skills would be part of human capacity building towards New Zealand’s vision of a skill-based, innovative, inclusive society. 

Won’t the problem correct itself? 

The occupational differences by sex and ethnicity that contribute to pay gaps are deeply embedded in the labour market and society.  Without policy action, only very slow change can be expected.  The gender pay gap problem is likely to persist.  Equal pay for work of equal value is a policy principle that aims to address any discriminatory effects from these occupational patterns. 

Employers are increasingly receptive to equal employment opportunity issues.  There has been little voluntary action on equal pay for work of equal value, however.  Although it is against the law for employers to discriminate, they are not required to take positive action to ensure that their pay systems are equitable.  At the end of the 1980s there was a high level of awareness among employers about pay equity issues.  Free manuals on implementing gender neutral job evaluations became available from the Department of Labour and State Services Commission.  Just two organisations, both publicly funded, are known to have done formal job evaluations considering equal pay for work of equal value.  Other organisations with systematic pay scales and performance evaluation have not done cross-occupational comparisons. 

Would government improve matters by intervening?  Yes, according to New Zealand’s own experience of equal pay legislation. In New Zealand, Australia, Britain, Canada and the USA, it took legislation to remove lower rates for women doing the same jobs as men.  The 1999 World Bank review concluded that the importance of equal pay legislation could not be overstated.  Yes, according to countries that, in different ways, have implemented equal pay for work of equal value.  Government action to address equal pay for work of equal value could impact on the gender pay gap similar to the equal pay changes of the 1970s.

The international conventions call for government action on this issue.  Pay equity policies would need co-operation from responsible employers and industry organisations to work well.  But New Zealand and overseas experiences show little is likely to happen unless it is required to happen by government.  

What role should government play? 

Government routinely regulates how business is conducted and how wages are negotiated.  It creates legal frameworks in the public interest and also often in the broad interests of the business sector itself.  If direct or structural discrimination is distorting labour markets, there are implications for the economy, as well as for equity.  Government has a role and responsibility from both these perspectives.

Government regulation, requiring all employers to take action or to implement a pay equity standard, could be a way to ensure changes are made smoothly, with less disruption to local labour markets.  Careful implementation can lessen impacts on firms and local labour markets while still achieving policy goals.  Regulating change may be the best approach for employers, as well as for women employees.  If changes to wage rates result from discrimination complaints or equity claims affecting one employer at a time, this may lead to some employers having higher labour costs than their competitors.  If all employers are required to do the same thing, however, this keeps competition stable.

On pay equity issues, government’s role as regulator intersects with its role as a major employer of women.  The two largest professions for women are in the state sector, as are a range of lower paid occupations for women.  This offers policy implementation opportunities, but also risks, as equity issues may compete with fiscal priorities for health and education.  There is an inherent tension between these two roles, which may need to be addressed to ensure transparency and credibility on this policy issue. 

8. What directions could policy take? 

This section begins to explore how a pay equity policy might be implemented.  New Zealand has taken up the pay equity challenge before, under a very different employment relations framework.  The current decentralised enterprise bargaining system is a key factor that will need to be taken into account in considering what policy options might work best.  Our employment laws now have more in common with those in the USA and Canada.  In both these countries, job evaluations comparing typical male and female occupations have been used to address structural pay discrimination in the labour market.   

This section explores to whom a policy might apply, the legal frameworks available, and some possible tools for assessing work of equal value.  These components might be put together in a number of ways, as possible policy options.  The section concludes by suggesting some possible features of an effective policy.

Where would 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.  An effective starting point for policy implementation might therefore be the most common occupations in which women, and Mäori and Pacific women, are concentrated (see Section 5).  What would be the best way to ensure pay equity for women in these jobs?

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. 

However, a number of governments in other countries – including state and local govern-ments – have started by addressed pay equity for their own employees.  In New Zealand, government is, directly and indirectly, a major employer of women.  This includes women public servants, 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 which 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.  Some of these jobs are in the state sector, but many are in the private sector. 

What might a pay equity policy reasonably require of 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.  

An effective pay equity policy would ensure equal pay for work of equal value for all women while being realistic about what can reasonably be required of employers.  This might possibly mean different requirements for large or small employers.  It might possibly mean the equal value of typical women’s work being assessed by a responsible agency, rather than by each employer. 

This Document seeks public discussion and innovative thinking towards a policy design that is simple, fair to small firms and effective.  The technicalities of measuring the value of women’s and men’s jobs (see p.29) may be a lesser issue than how equity adjustments are to be delivered.  Neither employment nor human rights laws currently offer appropriate and easily adopted frameworks for policy on equal pay for work of equal value.  

Employment relations or human rights?

Is equal pay for work of equal value an employment relations issue – that is, something to be negotiated?  If so, the results of equal pay for work of equal value assessments might be wage adjustments negotiated with employers. 

Is fair pay an employment right?  If so, women whose jobs are assessed as undervalued might reasonably expect the full amount of that assessment in their pay packet.

Pay discrimination is covered by both employment relations law and human rights law.  An employment relations policy approach is based on philosophies about collective negotiation to address inequality in the labour market.  However, enterprise bargaining cuts across any negotiation on labour market wide issues.  Delivering pay equity policy through collective bargaining (as in Australia) would not be easy.  It is estimated that around 1 percent of employees are covered by multi-employer employment agreements, 18-24 percent are covered by collective agreements, and 76-82 percent by individual employment agreements. 

Job comparisons under the Equal Pay Act, or as part of collective bargaining, would be limited to the occupations of women and men that happen to be employed by the same employer (as in the UK).  The small size of most New Zealand firms means that there would be few opportunities for comparing different male and female occupations within firms.
Unions and employers are likely to play important roles in any pay equity policy.  With ‘good faith’ bargaining under the Employment Relations Act, unions are growing and 52 percent of current members are women.  Unions representing women in the public sector and in low paid private sector jobs can contribute knowledge about occupations and skills in their sector.  Their role in monitoring compliance with employment laws could include pay equity.  Women employees would want to participate in changes affecting them. 

Human rights legislation is based on an individual rights approach, involving complaints of discrimination.  Human Rights Commission staff now point to the limitations of this approach. Discrimination is against the law but, unless there is a complaint, there is no requirement on private sector employers to actively ensure that their pay systems are not discriminatory.  This is more passive than the government action called for by CEDAW.  Structural pay inequalities reflecting occupational differences require a labour market-wide approach. 
The Human Rights Commission has just been given a new responsibility for equal employment opportunity including pay equity.  This new role is not yet established.  Employment relations legislation is also being evaluated.  There may be opportunities for human rights law and employment laws to complement each other in any new pay equity policy, rather than working in parallel.

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 addressing pay equity policy within their own organisation.  The provision of standardised review manuals could be useful to ensure a quality result.  One question to answer is, who would be responsible for such materials, and for the advice and support needed to use them effectively.

This is the approach being taken on a voluntary basis in the UK, where policy requires equity within organisations only.  In New Zealand, this pay review approach may be most practical in large organisations that already have human resource systems and staff.  It may be less meaningful for the large majority of small firms with few employees. 

Gender neutral job evaluations

Job evaluation is a long established management tool used by many large and multinational companies to establish pay scales.  Systems that are carefully designed for gender neutrality can ensure that pay scales are fair and non-discriminatory when different kinds of jobs are done by different kinds of people. These are used in the USA, Canada and the UK. 

Job evaluations score different components of a job on detailed points scales, then compare different jobs by looking at the total points and pay rates for each.  In evaluations, 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.  Responsibility for people can be evaluated alongside responsibility for money or property.  More recently designed systems recognise the value to employers of what is sometimes termed ‘emotional labour’, by rating skills in human relations, emotional support and responsibility for client wellbeing. 

Some government departments and large private sector organisations use points-based job sizing systems that could be adapted to compare women’s and men’s jobs.  A gender neutral job evaluation kit developed by the Employment Equity Commission in 1990 could be updated with the latest techniques for evaluating human relations and problem solving skills.  

There is a risk that pay equity policy could become buried in technical debate.  Experiences in the USA suggest that requiring all employers to do widespread job evaluation could be time-consuming and expensive, and increase the risk of inconsistent methods and outcomes.  Unless monitored, there may also be a risk of manipulation or non-use of results.  Some more centralised way of evaluating key occupations for women might avoid this duplication. 

An independent agency

Placing responsibility for pay equity with an independent agency is one of the principles recently recommended by the Canadian Human Rights Commission.  Whatever policy approach is adopted, such an agency could provide technical expertise and public information.  Independence could be useful in avoiding any potential or perceived conflict of interest between the regulatory and employer roles of government.   Centralising responsibility for making occupational comparisons with a specialist agency may be preferred by many employers, as a cost-effective approach that reduces requirements for firms.  In the context of enterprise bargaining, it could ensure that equal pay for work of equal value evaluations address the labour market wide nature of the problem. 

Occupational comparisons across the labour market 

Implementing equal pay for work of equal value only within organisations would not benefit the majority of women.  It is market rates that need to be adjusted.  To do this, gender neutral job evaluations need to be able to compare women’s and men’s occupations across the whole labour market.  Since such a high proportion of women are employed in a limited number of occupations, gender neutral job comparisons for the most common jobs could have considerable effect.  

If occupational comparisons were done in a centralised way, an implementation strategy would be needed.  Possibilities include legislative requirements, collective negotiations and/or individual complaints of employer inaction.  An implementation strategy could reduce economic impacts.  Evaluations might be done occupation by occupation.  Adjustments by all firms employing a particular occupation at the same time might avoid any impact on competitiveness.  Fragile industries might negotiate to introduce pay adjustments in stages.  These are all issues for thoughtful discussion in the development of possible policy.

What are possible features of an effective policy?

Following feedback on this Discussion Document, the Ministry of Women’s Affairs will work with other agencies to develop policy approaches for consideration by government.  

To initiate discussion, some possible features of an effective policy package are suggested below, reflecting the issues and principles reviewed in this Document.

· A new Human Rights Commissioner has been made responsible for equal employment opportunity including pay equity.  What should that role be with respect to pay equity?  

· 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 employment 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 would be needed?  

· Gender neutral job evaluations.  Ensuring equal pay for work of equal value involves comparing different types of work.  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 such a standard 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 pay negotiations?

9. What responses and ideas do you have?

You are invited to contribute your experience, thoughts and ideas on the issues raised in this Discussion Document.  The following questions aim to prompt responses, but please don’t feel limited by them.  Brief comments or substantive submissions will be welcome, and will contribute to developing policy directions.

1. Do you think there are jobs or occupations in which New Zealand women are paid less than men for the same or equivalent skills?  

· Can you give examples of jobs in which women’s skills are relatively under-rewarded?  

· What factors do you think contribute to this?

2. The government currently does a number of things that can help reduce the gender pay gap. 

· What else do you think could be done? 

· Why do you think this could help?

3. In future policy work to address the gender pay gap, what kinds of things could government do to ensure equal pay for work of equal value?

· What would be an effective approach to ensure equal pay for work of equal value for the greatest number of women?

· What would be the most effective way to ensure equal pay for work of equal value will benefit Mäori women?

· What would be the most effective way to ensure equal pay for work of equal value will benefit Pacific women?

4. In implementing any future policy: 

· Who do you think should be responsible for assessing the equal value of women and men’s jobs? 

· How could compliance costs for employers and small businesses be kept low?

· If pay adjustments were indicated, how do you think these should be implemented?
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How to have your say:





Please take this opportunity to make your contribution towards the development of policies to improve employment equity in New Zealand.  Comments on any aspect of this document are welcomed.  





Each section of this Discussion Document raises some questions that you may like to comment on. These are repeated together at the end.  Please don’t feel limited by these questions, however.  You may wish to comment at greater length by writing to us.  





Your comments will inform the next steps in policy development.  The Ministry of Women’s Affairs would like to hear from you.





Please send your response by post or email to:





‘Towards Pay Equity’			Fax: (04) 472 0961


Ministry of Women’s Affairs		Email:  mwa@mwa.govt.nz


PO Box 10 049                                    Subject: Towards Pay Equity


WELLINGTON.





Submissions due by 30 November 2002
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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)











�  Income Survey data includes any earnings from overtime, and covers part-time and temporary/casual employees.


�   Less than 1 percent of the workforce is covered by multi-employment agreements.  More may be encouraged in good faith bargaining under the Employment Relations Act 2000.


�  This includes any cash or non-cash remuneration or benefits, as defined in ILO 100.  This may include company cars, free parking, superannuation contributions, clothing, club memberships, etc.





�  Includes countries from Afghanistan and Pakistan across to Japan, South East Asia and Indonesia. 
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