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Foreword 
In 21st century Britain, our approach to working life is changing fast. Both men and women want to find a balance between work, family and caring responsibilities, which are shared more equally than ever before. Forward-looking employers often take a flexible approach towards when and where work is done, recognising that this is the best way to retain a skilled, motivated workforce.
Last July I launched 'Working Better', the Commission’s study of the impact of public policy and workplace culture on how work gets done. We wanted to test assumptions around how families balance work and caring responsibilities. We recognised that women, who now represent almost half of the workforce, face difficult and loaded choices over how they balance career and care, and all too often pay a penalty for the choices they make. 

In asking if it was an inconvenient truth that public policy on maternity leave made too many assumptions about the choices families will make, we sparked a flurry of media coverage. But beyond the hype and headlines I hope we started an important conversation. Not just with politicians and policy makers but within workplaces and families. 

Our contribution to the debate is contained in this report. It is the culmination of nine months of research and extensive polling, focus groups and online consultations with families and employers across the country sharing their experiences. For me a really strong message from the report is that modern families work as a unit – our public policy needs to recognise this and not make assumptions about the roles men and women take on. 

From the very early stages of this research it became apparent that we needed to consider our approach to work not just from the perspective of families but also the impact on disabled workers, older workers and those who have caring responsibilities. The demographic profile of Britain's workforce is changing dramatically and we need to change our approach to work to reflect this. 

We decided to approach this study in two stages. Today’s report looks at families and our next report will look at work from the perspective of older workers and disabled workers. We will combine this research to produce an ambitious plan for transforming Britain’s workplaces, and ensuring we exploit everyone’s talent to the full. 

We started this research when ‘credit crunch’ was still a novel term. We now publish this report in the midst of a recession – some may ask, isn’t this talk of working better, work life balance and re-assessing the way we work a little indulgent when some people are worrying about whether they will have a job at all in the future?
The truth is that the economic situation makes these issues all the more pressing. In order to recover from recession and position ourselves for the recovery we need to find a way of encouraging new people into the workforce and make better use of the skills that are available. 

Some of the most successful companies in the world have led the way on re-assessing how their workplaces operate and introducing flexible and agile options for their employees. They did this to improve their businesses but it has got them in good shape for the tough times, and fit to take on new opportunities in the future. 

This downturn will force many of us to reconsider the way we work. This period isn’t just about getting through the downturn; it’s about getting ready for the upturn. We need to consider what kind of workplaces we want in the future. We hope our Working Better research will be a timely and useful contribution to that debate. 

Nicola Brewer

Chief Executive

Equality and Human Rights Commission

March 2009

Executive summary

The Working Better project is aimed at setting a new agenda to meet the changing needs of families, workers and employers in the 21st century. Its purpose is to find solutions that will increase choice, fairness and equality and improve the outlook for the economy over the long-term.

This report focuses on reforms to parental leave and the extension of flexible working. It contains two major new pieces of research:

1. 
A ‘state of the nation’ study of parents’ attitudes to work, care and family life

2. 
An investigation into flexible working policies in Britain and other countries

We have also used financial consultants to help us draw up new models of parental leave and calculate the costs and benefits. 

We have consulted international experts and taken account of the views of employers, the Government, trade unions and other stakeholders. Bringing together influential people and organisations with an interest in better ways of working has helped create an exciting, credible and achievable agenda for change.

Key findings and recommendations 

Reforming parental leave

We asked:  

· What affects the choices parents make in balancing paid work and care?

· What would most help them to achieve a better balance? 

· Is the progressive extension of maternity leave entrenching the assumption that women do the caring and pay the career penalty?

· Are men prevented from being active fathers by the economic cost of taking paternity leave?

· What would enable fathers to play a bigger role in parenting?

We found:  

· Today’s parents defy stereotypes and want to share work and family care more equally

· Their choices are constrained by inflexible and low paid family leave provisions based on a traditional division of paid work and care 

· Britain stands out internationally for its long leave reserved for mothers, mostly at a low rate of pay, and its relatively weak parental leave. It also has very short paternity leave
· Other countries offer flexible parental leave alongside flexible work. Britain does not
· There is extensive unmet demand from fathers for more leave with their children

· Parents primarily want a wider range of flexible job opportunities in all types of jobs. They also want: policies that reflect the social and economic benefits of integrating work and care; more financial support from the Government for paternity and parental leave; and more affordable childcare

· Experience in other countries shows that fathers respond quickly to policy changes on parental leave. Policies that achieve the greatest uptake combine:

· A non-transferable allocation of leave for fathers

· An incentive to take it, such as a ‘use it or lose it’ condition

· At least 60-80 per cent replacement of fathers’ lost income

· Fathers’ leave as an add-on to mothers’ leave, rather than using part of mothers’ entitlement.
We concluded that: 

· New parental rights introduced over the past decade are well intentioned but entrench the unequal division of labour and caring between the sexes and work against gender equality

· A radical change in parental leave policies is needed

· ‘Gender-neutral’ parental leave, as in some European countries, would enable genuine choices for men to take up caring responsibilities and women to make fuller economic use of their skills.
We recommend:

A new approach that would give Britain a world-class policy of parental leave by 2020. This would enable families to exercise real choice in the first year of their child’s life, and to have the option of paid parental leave up to age of five. This approach involves:

1. 
A series of incremental changes to increase men’s take up of family leave and 
make it longer, better paid and more flexible: 

· Stage 1: small scale changes now, to increase take-up by low earners through expanding eligibility; improving levels of payment; introducing Paternity Allowance by 2010

· Stage 2: a move to ‘parental’ rather than ‘maternity’ leave when a baby reaches six months, and the introduction of dedicated, non-transferable periods of leave for mothers and for fathers by 2012

· Stage 3: the introduction of gender-neutral parental leave, with equal access for both parents to paid parental leave by 2020.

2. 
Greater flexibility in how paternity and parental leave can be taken including 
paternity, maternity and parental leave that can be taken as days, weeks or longer 
blocks of time.  Temporary part-time work as a standard option during parental 
leave to provide one avenue for challenging perceptions of what can or cannot be 
done on a reduced hours basis.

These improvements, which should take place over the next 10 years, would result in Britain’s leave arrangements more closely resembling the ‘gender-neutral’ parental leave found in other parts of Europe. This would enable mothers and fathers to make a choice on sharing leave and bringing up children. 

Extending flexibility

We asked: 

· What measures can be taken to widen the availability of flexible working so that all employers and individuals can benefit fully, both in the current recession, and as we prepare for recovery?

· Is further legislation needed to turn the ‘right to request’ flexibility into a ‘right to have’, and to make it available to all employees, as in some other European countries?

We found that:

· There is extensive evidence of the business benefits of flexible and alternative working arrangements, including innovative approaches to managing people, time and rewards in the recession

· For many with flexible working, their flexibility arrangements were a feature of the job when they started. Informal requests were the next source, with exercising of rights least reported

· The gap is widening between workplaces where flexibility is ‘business-as-usual’ and those which have seen little change to traditional patterns

· Britain’s right to request legislation allows a wider range of alternative working arrangements than flexibility regulation elsewhere

· In some other countries, however, regulations on flexible working address a wider range of policy objectives, including unemployment, and go hand-in-hand with more generous parental leave arrangements 

· Unlike other countries, British legislation involves a permanent change in working hours, potentially confining women in particular to part-time jobs with low pay and prospects

· In countries with a ‘right to have’ flexibility, there has been no greater increase in take-up of flexible working by fathers than in Britain 

· Parents’ top priority for improving work-life balance is to have a wider range of flexible jobs

· It is harder for men than women to access flexible working

· More and better training is needed for managers who are responsible for flexible workers.
We concluded: 

· British right to request legislation offers greater individual flexible work options than elsewhere, making it attractive to men as well as women. It is important in supporting employees who might otherwise be afraid to ask for flexibility, and those in workplaces with no examples of the benefits of flexible working

· Flexibility has been driven more by informal negotiation and employer change than by the exercise of formal rights
· A majority of parents do not know their rights 

· Extending the ‘right to request’ to a ‘right to have’ is not the best way to encourage innovative ways of working 

· We want to see if flexibility continues to spread through workplace dialogue, meeting the needs of other groups, especially lone parents and carers 

· The Commission’s view is that flexibility should be extended to all employees throughout working life. This would reduce the risk that certain groups - such as parents of young children - pay a career penalty for working flexibly.

We recommend:

For Government:
· Legislation: 

· Introduce a formal right to request a return to full-time work after a previous change in working hours, to be negotiated subject to business needs 

· Remove the requirement that an employee can request flexible work only after 26 weeks in the job, in order to open flexible options to job applicants 

· Extend the right to request to all employees, alongside consideration of our proposals for improvements to parental leave that include greater flexibility

· Investment in training managers to introduce flexibility and manage a flexible workforce –through current skills programmes for managers for example, IIP and the new skills funding package for smaller businesses.

· Publicity drive to raise awareness of the right to request, particularly targeting fathers

· Target campaigns at sectors and workplaces with little flexibility, to open up opportunities, particularly for men

· Use the Quality Part-Time Jobs fund to target reluctant employers to try out flexible working by giving new fathers a ‘reserved’ month of reduced hours / flexitime / compressed hours

· The Department for Business, Enterprise and Regulatory Reform (BERR) to work with employers to develop and support creative ways of working, through leveraging and re-configuring tax arrangements, particularly for smaller businesses. This could be effective in supporting the retention of workers in different work arrangements through the recession 
· More flexible, affordable childcare.

For the Commission for Employment and Skills:

· Include flexible working as a key element of skills and employment policy with strategies for delivery at national and regional levels 
For local authorities:

· Provide local, independent advice on flexible work opportunities to parents and to carers, as in Sweden and Germany where chambers of commerce and local government jointly provide advice centres on flexible working in several cities 

For employers:
· Provide information on flexible working options that meet business and employee need 

· Encourage discussions and team negotiations to match flexibility and business need

· Include flexible work options in job ads

· Make clear that employees taking reduced hours have options to request more hours or return to full-time hours
For the Commission:

· Collaborate with employers’ organisations on a training package for managers in developing and managing a flexible workforce that brings benefits to business and employees 
· Reinforce campaigns to promote the benefits of flexible working, to counter the risk of employers closing down options during the recession
· Collaborate on building and publicising  benefits to business and creating advice and guidance for employers
The Commission is working with employers to provide new tools, including an interactive website with examples of better ways of working, and a guide to be published in June 2009. We will be working with employers by sectors to identify innovative ways of working that deliver results for businesses and employees in a range of different jobs.

Conclusion

There is a strong case for re-configuring maternity, paternity and parental leave and extending flexible working. These measures would respond to high demand from parents and the wider working population, achieve greater equality, fairness and choice, improve the quality of life and of childhood, and provide benefits for employers and the economy.

Our main recommendation is for a radical change of policy to create a ‘gender-neutral’ system of family leave, described above. This would make leave more equally available to fathers and mothers, giving working parents wider choices about how they organise their work and their family responsibilities. 

Legislation on the right to request flexible working is currently driven by the policy imperative of helping families to manage work and care. The changes we propose to family leave would answer that imperative. This would allow the right to request to be made available to everyone, since there would no longer be a reason to prioritise parents. Family leave and flexible working policies would run in parallel and complement each other, as they do in other countries.

Our recommended changes join up policy and provision in these two key areas. However, responsibility rests with different Government departments.

We therefore call for: 

· The BERR Parliamentary Select Committee to consider and take forward our findings and recommendations 

· A high level summit to be hosted by BERR (as lead department), bringing together the Government Equalities Office, Department for Children, Schools and Families (DCSF), Confederation of British Industry (CBI) / British Chambers of Commerce (BCC), Trades Union Congress(TUC) and the Equality and Human Rights Commission to act on these recommendations.

Next Steps

This Phase 1 Working Better report focuses on ways of improving choices for working parents. Work is already underway on Phase 2 ‘Working Better for All’ with new research on disabled workers, carers and older workers to be completed during 2009.

Introduction: New solutions for the 21st century

The Commission is charged with creating an environment in which people can live their lives well and carry out their work well. Our flagship Working Better project is about setting a new agenda to meet the changing needs of families, workers and employers in the 21st century.

The project was launched in 2008 in response to concerns that:

· While  the number of women in the workforce is approaching equal numbers with men - in 2008, 14.3 million compared to 16.9 million men
 - women’s skills are being seriously underused in the economy and their progress into senior jobs is extremely slow
· Fathers’ desire to spend more time with their children is being frustrated

· Family life and the quality of childhood are suffering from the intensification of work, inflexible workplaces, and the stresses parents face in juggling home and work

· We also need an approach to flexibility that encompasses everyone, whether they have caring responsibilities as a parent, are disabled, are older or newly entering or re-entering the workplace. Flexibility has business value way beyond its benefit for employers and parents.

At the campaign’s launch last July, Nicola Brewer, the Commission’s Chief Executive, set out the key questions we address in this report:

· What affects the choices parents make in balancing paid work and care?

· What would enable fathers to play a bigger role in parenting?

· Should the ‘right to request’ flexibility become the ‘right to have’ flexibility?

· How do we fundamentally change our approach to work to benefit all?

Our project is about finding new solutions that will improve the outlook for the economy and society – for employers, individuals and families – over the long-term. We are doing so in very difficult times. The scale and severity of the economic crisis is creating extreme challenges and uncertainties for businesses and individuals.

Global economic turbulence is not a reason for giving up on improving work practices. Crises can sweep outdated structures away and enable new thinking and new approaches to emerge.

In this report, we look at what is possible in the downturn, with new approaches to flexibility helping employers, and at what matters for the economic recovery and beyond. Despite the recession, employment is forecast to continue to rise over the coming decade as a whole. There will be 2 million new jobs and a need to replace 11.5 million existing workers, the UK Commission for Employment and Skills forecasts. Employers are still reporting shortages of key skills, and long-term demand for skills will increase.

Britain will need to bring new people into the workforce, improve training, and make better use of skills that are already available. More than half of part-time workers, most of whom are women, are in jobs below their potential, often because it is the only way they can combine work and caring. This costs the economy dear. As many as 6.5 million people could be using their abilities more fully if they had greater flexibility at work.
We have consulted widely, and presented our emerging findings to an advisory group of senior representatives and experts, including employers, the Government, Whitehall, trade unions and other stakeholders. We have worked with businesses to ensure our recommendations for reform are grounded in reality, not wishful thinking. We have also spoken in-depth to the public about their hopes and aspirations.

Bringing together influential people and organisations with an interest in better ways of working has helped create an exciting, credible and achievable agenda for change.

Our objective is not to dictate what parents and families do, but to remove the barriers to genuine choice. Public debate has long focused on ‘working mothers’, especially so-called ‘Yummy Mummies’, and the challenges they face. The needs of ‘working fathers’ are often neglected. There is little discussion of the constraints facing them, or of the economic penalty for being active fathers. Yet fathers’ active involvement in bringing up children is important. There should be an opportunity for everyone to create the right balance between life and work, with all the economic and social advantages that this can bring.

This report contains results from two major new pieces of research we commissioned:

1. A survey of parents’ attitudes to work, care and family life (YouGov)

2. An international review of flexible working policies (Ariane Hegewisch)
We have used experts to help us develop new models of parental leave and have also used financial consultants to help us calculate the costs and benefits. 

Chapter 1 is a ‘state of the nation’ report on work and family life in Britain today. Based on the views of thousands of parents, we show how the traditional male breadwinner model is rapidly disappearing, but the institutions, policies and practices are not yet in place to deliver real gender equality. Our findings reveal the choices and constraints facing men as well as women.

In Chapter 2 we examine UK maternity, paternity and parental leave in the international context, comparing it with approaches in other countries. We propose a radical overhaul that would result in a ‘gender-neutral’ approach giving both parents the opportunity to share equally in bringing up their children.

In Chapter 3 we explain how this would work in practice. We examine different models of parental leave and their costs. These range from small-scale changes to current provision, through to a major shift that would turn Britain into one of the world’s most progressive countries for parental leave.

Chapter 4 looks at the progress so far on flexible working, the impact of the recession, and how Britain compares with other countries in terms of policy and practice. We examine the obstacles that still stand in the way of new approaches to work, and propose solutions to overcome them.

In Chapter 5, we feature case studies of companies that have embraced innovative ways of working.

1: Families today: The case for change

We commissioned YouGov to provide us with a ‘state of the nation’ report on how families in Britain today manage the parallel demands of work and caring. The research comprised an online survey of 4,500 parents, in-depth discussions with 18 families, and six online forums carried out between mid-December 2008 and mid-January 2009. Quotes from parents in our study are found throughout this chapter and Chapter 4.

Our survey captured the changing face of modern families and our findings show a strong shift away from traditional attitudes and behaviour. Modern parenting is a team effort, shared between mothers, fathers, partners and other carers.

‘We work as a team in order to maintain childcare. My wife looks after the children during the day, and then three nights a week while she goes out to work I do it. It lets me do things for them which I wouldn’t otherwise get the opportunity to do.’ 

Young father, Young Families Online Forum
Fathers want to spend more time with their children and are less focused on work than in past generations. For mothers, the motivation to work in order to sustain their career is as strong as it is for fathers. 25 per cent of women versus 28 per cent of men cited this factor in our You Gov Survey and 37 per cent of women identified personal development and fulfilment as an important factor in deciding to work. 

The research also reveals that current policies and practices on parental leave and flexible working are pushing parents into difficult compromises, creating barriers to genuine choice, and hampering decisions about sharing work and care more equitably.

Many fathers continue to work long hours. Women’s careers are still held back by caring responsibilities. The big gap between mothers’ and fathers’ rights to leave when their children are born contributes to women continuing to shoulder most of the care. Many parents are not aware of their rights to request flexible working.

There are solutions. Our findings reveal a desire for more equitable and flexible leave arrangements for parents. Changes to family leave provisions could substantially reduce the gender divisions in working and caring, as we show in Chapters 2 and 3. Parents with access to flexible work arrangements describe hugely positive benefits for family life and well being. Our YouGov survey found that flexible workers spend more time with their family (69 per cent) and many believe that it improves the quality of their (59 per cent) and their children’s (62 per cent) lives. This reinforces the case for flexibility for all who need it, as set out in Chapter 4.
A shift away from ‘traditional’ roles

 ‘I stay at home while my wife works. So when my wife comes home I make dinner, so she can have time with the baby.’ 

Man with young family

Our research shows that there has been a significant shift in attitudes away from ‘traditional’ expectations about the role of mothers and fathers. Parents are jointly making decisions about managing tasks and responsibilities to meet the needs of their children and the family.

The survey found that:

· Childcare is no longer seen as largely women’s responsibility. Only 29 per cent of parents agree that childcare is the mother’s primary responsibility, while 42 per cent disagree

· Fathers are no longer necessarily assumed to be the ‘providers’. 38 per cent of parents agree that fathers are responsible for providing economically for their family, and 27 per cent disagree, with a third neutral (35 per cent). There are gender differences, however: nearly half of men, but just under a third of women, say ‘fathers are responsible for providing’

· Only 39 per cent of parents think their current family arrangements reflect how they were brought up

· 56 per cent think they can share work and care equally with their partners.

· Nearly half of parents (47 per cent) believe that whichever partner earns more should stay at work, regardless of gender. Men are more likely to agree (54 per cent) than women (42 per cent) 

· Children come first for 85 per cent of parents - 80 per cent of men and 89 per cent of women. Only 16 per cent of fathers and 6 per cent of mothers say that work should come first.

Constrained choices

We asked parents how much choice they have over work and caring, what barriers they face and what factors decide their current arrangements.

Just over half responding to our on-line survey (56 per cent), say the way they manage is a ‘good compromise between work and children’, and more than two-thirds (68 per cent) say it is good for the family’s wellbeing.

However, the reality of their arrangements often does not match the beliefs they express about caring and working in the 21st century, indicating that they face constrained choices. For example:

· 76 per cent of women say they have primary responsibility for children

· Over half (53 per cent) of parents say their current arrangements are ‘by necessity rather than choice’

· Working mothers and fathers typically have very different working weeks. Among mothers, 36 per cent work part-time. Fathers are most likely to work 40-49 hours a week

· Less than half (46 per cent) of parents agree it is possible to meet the needs of their children as well as their own work, or career, needs

· Only 31 per cent agree that parents have a choice about whether to spend time with their children or at work, while 48 per cent disagree

· 60 per cent of parents think fathers should spend more time with their children. Asked if they spend enough time with their own children, 44 per cent of men and 23 per cent of women say they do not

· Half of fathers and nearly a third (31 per cent) of mothers think they spend too much time at work, while nearly half (46 per cent) of mothers think their partner spends too much time at work

· Current arrangements cause tension and stress for 25 per cent of parents.

Support for better leave for fathers

The relatively new right to paternity leave is very popular with parents and many would like it to be longer, indicating a widespread desire for fathers to have more time with their newborn children. A large majority of those who have taken it (69 per cent) say it led to improvements in family life.

‘We should play an equal role in the upbringing of our children but the amount of paternity leave does not reflect this at all’

Woman with partner and one baby
Our research shows that:

· Take up of paternity leave is growing, and more than half (55 per cent) of fathers in our survey have taken it

· Of those who haven’t, 88 per cent would have liked to. Nearly half (49 per cent) could not afford to, and 19 per cent were either too busy or felt their employer would not be happy if they took it

· 69 per cent of fathers who took paternity leave say it improved the quality of family life, and 56 per cent say it led them to take a greater role in caring for the children

· Half of parents think paternity leave should be longer

· A third would like better paid paternity leave

· A substantial minority feel that current maternity leave reinforces a mother’s role as the primary carer. 36 per cent of men and 38 per cent of women say this.

The qualitative research revealed that families who have benefited from paternity leave say it is invaluable for: paternal ‘bonding’ with the baby; getting used to being parents together; making early decisions together; and for recovering from the shock and ‘benign chaos’ of the baby’s arrival.

While some families cannot afford to take paternity leave, others on higher incomes feel they have more choices. A third of higher income parents say their current arrangements are based on choice, compared with a quarter of lower income families. 

 ‘If the Government extended parental leave to 52 weeks, paid, then families could decide between themselves how to distribute these weeks’

Man, with partner, baby and another on the way

Current access to flexible work

We asked parents whether they have flexibility in their current jobs, what form it takes and how much they know about their rights. The findings strongly reinforce the importance of flexibility in enabling parents to balance work and family life:

· Over three-quarters of parents think flexible working is important when looking for a new job. Flexibility is important or very important for 88 per cent of women and 66 per cent of men

· Almost all (99 per cent) of women and men (96 per cent) working flexibly say it is valuable or very valuable to them
· 59 per cent say flexibility enables them to spend more time with the family
· For non-working parents of children aged 6-16, 13 per cent say an important factor in not working is a lack of flexible full-time work. Among women, 24 per cent say a lack of flexible part-time work is a reason for not working

· 41 per cent of working parents with pre-school aged children and 36 per cent with children aged 6 -16 say that flexible working is the reason they are in employment.

While there are marked gender differences in availability of part-time working, significant numbers of men are now doing this. Our survey shows that part-time working is available to 52 per cent of women compared to 25 per cent of men. The gender gap in availability is greater for parents of children under one (68 per cent of women working part-time versus 14 per cent of men) and under six (61 per cent of women versus 19 per cent of men).

The research reveals parents’ low awareness of their rights:

· Less than half of parents (46 per cent) are aware of the right to request flexible working

· Less than a quarter (23 per cent) know about the April 2009 extension to parents of children up to 16.
For a substantial number of parents, flexible working comes with the job. It is also often negotiated informally:

· 38 per cent have some form of flexibility – and 18 per cent have the opportunity but don’t currently take it 

· Of those working flexibly, the flexible arrangement was already in place when they started their jobs for 41 per cent of men and for 31 per cent of women

· Informal requests for flexible working outnumber formal ones. Informal requests were made by 28 per cent of women and 18 per cent of men, while formal requests were made by 15 per cent of women and 8 per cent of men.

Asked what might prevent them from requesting flexibility, 43 per cent say doing so could mark them out as not committed, and 34 per cent think it would negatively affect their chances of promotion. More women (32 per cent) than men (20 per cent) fear they will be turned down if they ask.

 ‘I feel a real dad to my kids [thanks to flexible working] as can spend longer with them than I could have before. I really feel for those that cannot do this due to heavy workloads’

Married man with young child and baby

What would help families?

We asked parents what would most help them to achieve a better balance between work and children. At the top of their list is ‘a wider range of flexible job opportunities in all types of jobs’. Following are: Government policies that reflect ‘the social and economic benefits of integrating work and care’; more financial support from the Government for paternity and parental leave; and more affordable childcare.

 ‘I hear stories about people being fined for every minute they are late picking their child up from nursery; that just adds to the stress we working mothers are already under! There does need to be more flexibility in terms of opening hours and the type of care offered’

Woman with partner and young son
Choosing from a list of suggestions of things that would help them:

· Nearly half (47 per cent) of women and 33 per cent of men choose ‘a wider range of flexible job opportunities’. This is especially the case for men working longer hours
· Nearly two-fifths (38 per cent) want Government policies to reflect the social and economic benefits of integrating work and care 

· 36 per cent of women and 42 per cent of men want more financial support from the Government for paternity and parental leave

· 40 per cent of women and 35 per cent of men want more affordable childcare.

Presenting parents with specific proposals, we found that:

· Half of men and 54 per cent of women support the option to transfer maternity leave allowance to fathers

· Nearly 61 per cent of men and 68 per cent of women support the proposal for four extra weeks’ leave for fathers

· 85 per cent of parents think that the right to have flexible working should be granted to parents with children under six. Around one-third (36 per cent) think that it should be extended to all employees.

These significant new findings form the context for the next chapters, in which we examine the state of maternity, paternity and parental leave, and of flexible working, in Britain compared with other countries, and propose important reforms to benefit individuals, employers and the economy.

Key points:

· Parents’ attitudes have shifted away from traditional roles

· There is strong support for paternity leave, and a strong need for flexible working

· Many parents do not know their rights 

· Leave policies and employer practices have not kept pace with parents’ needs.
 2: Rethinking parental leave

Striking the balance

When the Commission launched the Working Better project in July 2008, Nicola Brewer, the Chief Executive, posed some challenging questions:

· Is the progressive extension of maternity leave, from six months to nine and now 12 months, entrenching the assumption that women do the caring and pay the career penalty?

· Are men prevented from being more active fathers by the economic cost of taking paternity leave?

· Are children paying the price as their parents struggle to meet the competing demands of work and family life?

In seeking answers, we have examined parental leave policies in other countries and commissioned experts to draw up alternative models of maternity, paternity and parental leave and put a cost on them.

Our findings point to the need for a change of direction. It is time that policy-making enabled men to play an equal part in parenting, while not detracting from mothers’ rights. We need to rethink the current construction of leave for new mothers and fathers. As we explain in detail later in this chapter, the ultimate goal should be a ‘gender-neutral’ model of leave that gives both parents genuine choice in striking the balance between working and caring.

Where we are today

Government policy over the past decade has brought about dramatic and welcome improvements in the rights of working parents, particularly mothers. Since 1997, paid maternity leave has risen from three to six to nine months, and it will shortly increase to 12 months. 
In 2003, paternity leave was introduced which gave fathers and partners, including same-sex partners, the right to two weeks’ paid paternity leave.  Adoption leave and pay has also been introduced. Parents have had the right since 1999 to take up to 13 weeks’ unpaid ‘parental leave’ for each child up to the age of five or 18 for disabled children. Employees are also entitled to unpaid time off to deal with emergencies involving dependants.

The changes do not stop there. The Government’s ambition is to introduce, by May 2010 at the latest, an entitlement to additional paternity leave of up to 26 weeks in the child’s first year. Fathers could take this only after their partner has returned to work, and payment would be the same as statutory maternity pay.

These developments have added significantly to hard-won maternity rights introduced since the mid-1970s. However, Britain now stands out internationally for having a very long period of leave reserved for mothers, most of it at a low rate of pay, and for having relatively weak parental leave. It also has a very short period of paternity leave. This is in comparison to other countries with long well-paid periods of parental leave with higher take-up rates by fathers. Together, long low-paid maternity leave and short low-paid paternity leave convey the message that it is primarily women who are responsible for the care of young children.

 ‘We try to share things more equally in our family - so maternity leave, while much appreciated, also shifted the balance of our family relationships in an odd way’

Man, married with baby son, Young Families Online Forum

It is clear that the current leave arrangements offer widely different choices, and create widely different constraints, for men and women. Many women’s career prospects are damaged after they have children. The gender pay gap more than trebles when women reach their 30s as a result of the financial penalties associated with motherhood. Women often take part-time work in lower paid jobs and - let us be clear here - that may be out of choice. But there is strong evidence that it is not all based on choice. 
More than half of part-time workers are working below their potential because it is the only way they can combine paid employment with caring for children or older relatives. The Women and Work Commission has estimated that Britain is losing £15bn-£23bn per year due to the under-use of women’s skills.

 ‘There should be equal responsibility, but society and employers assume women should be the main child-carers’
Woman, married with one child, Affluent Families Online Forum

Around 60 per cent of university graduates today are women. Their entry into professional careers in equal numbers to men has given them increasing economic power, reflected in the fact that 30 per cent of women now earn as much as their partners. This gives them the power to negotiate a more equal sharing of childcare and household tasks with their partners. 

The division of labour in the home remains very unequal, however. In couples where both partners are employed, women do an average of 15 hours of housework a week while men do five hours, research shows. Cohabiting women do more domestic chores than single women, while cohabiting men do less than men living on their own.

It appears that the unequal sharing of household tasks can shift significantly as women gain earning power and status at work. A Canadian study found that housework becomes more evenly shared in a couple as the wife’s income rises. In couples where the woman earns $100,000 or more, paid work and housework are more likely to be split equally between partners.

A rebalancing of housework should result as more women reach earnings parity with their partners, or out-earn them. However, in Britain the gender pay gap has actually increased, and women’s progress to the top of organisations is stagnating or even regressing in most sectors, as reported in the Commission’s Sex and Power 2008 study.

Given these persistent inequalities, it is perhaps understandable that far more policy energy has been devoted to enhancing maternal employment than to promoting paternal caring. Yet the promotion of active fatherhood may well be crucial in removing the obstacles that prevent women achieving their full potential at work.

 ‘I am concerned that much of the media coverage on the topic of parents and children is about working mothers – my husband is far more ‘maternal’ than I and if either of us had given up formal paid employment to look after the children it would have been him’ Professional working mother, responding to the  Commission’s call for personal experiences
Men’s choices about combining parenting with work are constrained. New fathers taking paternity leave are paid at a flat rate of £117.18
 a week (the same as statutory maternity pay). They must take their leave within eight weeks of the baby’s birth, in consecutive blocks of one or two weeks. If they choose to take only a week when their baby is born, they forfeit the second week. The limitations of the current parental leave provision also mean that men are less likely to take-up leave.  

More than half of fathers take the two-week statutory paternity leave, according to the YouGov survey set out in Chapter 1. Just over a third of our survey did not take paternity leave, while the remaining 10 per cent said they were not eligible. The main reason for men not taking paternity leave is that they cannot afford to lose pay around the birth of their child. Further constraints are workload and employer resistance: one in five fathers said they were too busy or their employer would not be happy if they took it. Nearly 90 per cent told us they would have liked to take it.

A MORI poll for the Chartered Institute for Personnel and Development found that four out of five fathers would take their leave entitlement if flat rate payments were increased to 90 per cent of full pay.

 ‘The amount could be better. We had to save up to account for the shortfall. I know many who were not in a financial position to take two weeks paternity at the current rate. The legal provision is good though so you don’t have to impact on your holiday and gives you a chance to come back down to earth and support your new family’ Man, married with baby and young child, Young Families Online Forum

Only four to eight per cent of eligible fathers are expected to take up the right to additional parental / paternity leave when it is introduced, according to the assessment of the impact of the regulation. This is disappointingly low and raises the question of whether present policy gives real support to fathers. Furthermore, this additional leave involves mothers ‘giving’ some of their leave to fathers, which experience in other countries shows does not promote take-up.

How lone parents fare

The current maternity, paternity and parental leave arrangements also impact on the choices and constraints for different groups of parents, in particular lone parents. Around 25 per cent
 of lone mothers do not qualify for statutory maternity pay. Those lone mothers who do qualify are far more likely than ‘couple’ mothers to rely on it alone, without additional employer maternity pay. This is because they are more likely to be in jobs offering less favourable maternity provisions.
Evidence shows that 48 per cent of mothers who were lone parents were far more likely to take a short period of maternity leave compared to 31 per cent of partnered mothers (Dex and Ward, 2007).

There is a risk of a widening gap between families with secure income and good access to parental leave, and those with less job security and less chance of taking leave.
In our YouGov research, parents highlighted more affordable childcare as a key factor that would help them better to balance work and family life. For lone parents on low incomes, the cost of childcare can be prohibitive. Childcare hours also typically assume that people work 9am-5pm. 
Lone mothers are more likely than ‘couple’ mothers to report having no flexible arrangements in their workplace that would enable them to use inflexible childcare. The Government’s Child Poverty Unit and the Joseph Rowntree Foundation have identified more flexible jobs as one of the key ways to get people into work and tackle child poverty. 
The precarious situation facing these parents has a direct effect on child poverty. Four out of ten children living in poverty have a mother who is a lone parent. A further three out of ten children in poverty are in families where the father works and the mother has no or low income.

Research for the Rowntree Foundation has found that, however long or hard they work, about half of lone parents are not in a position to generate enough income to rise above an income poverty line while still meeting basic obligations, such as ensuring their children are cared for. It concludes that the Government’s welfare reform and child-poverty agendas risk freeing lone parents from income poverty only at the price of deepening their ‘time poverty’, which is unlikely to improve children’s well-being.

Along with more flexible, affordable childcare, better parental leave provision would enable lone parents in particular to better balance work with family responsibilities.

Mothers, fathers and children’s wellbeing

The welfare of children is central to this debate. The importance of mothers caring for, and bonding with, their newborn baby is beyond question. The World Health Organisation recommends breast-feeding infants up to at least six months. Paid parental leave, where the parent’s job is protected, is linked with lower rates of infant death and higher rates of breast-feeding (O’Brien, 2009).

In European Union law, health and welfare is the basis for maternity leave and has already improved UK women’s access to maternity leave. The Pregnant Workers Directive is designed to encourage the safety and health at work of pregnant women and new mothers. On these grounds, the European Commission is proposing to extend maternity leave to 18 weeks on full pay (see page x).
Beyond the first six months of life, there is evidence that the involvement of both parents in bringing up children promotes wellbeing and social mobility. Early paternal involvement can endure into early childhood and beyond, and solo caretaking by fathers is associated with their continued caretaking of older children and of grandchildren.

In our YouGov survey, 69 per cent of men who took paternity leave said it improved family life. Men who take paternity leave tend to be more involved in bringing up their children when their babies are nine months old and in reading to their children when they are three. Norwegian research shows that fathers who use their leave ‘quota’ to care for their children alone have a better understanding of ‘slow time’ – the pace at which young children operate – than those who share leave with their partners.

‘It was invaluable being able to take paternity leave, so the first couple of weeks of my son's life felt like a shared endeavour with my partner, we could make decisions together and begin to get used to being a family. Also I was so tired that I wouldn't have been much good at work anyway!’

Man, married with baby
Research shows that early, active involvement by fathers can lead to a range of positive outcomes for children and young people. These include: better peer relationships; fewer behaviour problems; lower criminality and substance abuse; higher educational and occupational mobility relative to their parents’ employment; and higher self-esteem. Conversely, low involvement by fathers is linked with negative outcomes for children, and the links tend to be stronger for vulnerable children (Flouri and Buchannan, 2003).

Party politics and parental leave

Parental leave-sharing is a hot topic across the political spectrum. The Conservatives have promised a new system of 12 months’ ‘flexible parental leave’, in which at least the first 14 weeks would be taken by the mother. Either parent could take the remaining 38 weeks, or both parents could simultaneously take up to 26 weeks’ leave. Fathers in work would be entitled to two weeks’ paternity leave as now. The same rights would apply to same-sex partners. The Conservatives have not proposed extending the amount of leave or increasing pay.

The Liberal Democrats propose to give families ‘real choices about balancing work and family life’ by:

· Replacing maternity leave with 19 months’ of paid parental leave. This could be shared between parents, but neither could take more than 12 months. Both parents could choose to work part-time and care for their child part-time for the full 19 months

· Providing up to 24 hours’ free childcare for every child from 18 months.
The UK in the European context 

Our Working Better report comes as the European Commission looks at ways to increase parental rights under a review of ‘the reconciliation of work and family life’.

The European Commission has announced proposals to amend the Pregnant Workers Directive to extend the maternity leave entitlement across the EU to 18 weeks and increase the length of compulsory leave to six weeks. It also advocates the principle of full pay for the 18 weeks of maternity leave.

The UK, by contrast, offers 52 weeks, only the first six of which are paid at 90 per cent of earnings, with the remainder at a low flat rate or unpaid.

Discussions are taking place between the ‘social partners’ - the trade unions and employers - on possible improvements to the Parental Leave Framework Directive. Possible new rights include increasing the amount of parental leave entitlement.

Other areas being considered under the reconciliation of work and family life review include universal childcare provision and the ability to cash in the childcare subsidy for parents who want to stay at home.

Supporting parents: lessons from other countries

The Commission undertook a review of policies in other countries that enable men to share more equally in bringing up children by encouraging them to take up paternity and parental leave. Experience in countries such as Norway, Sweden and Germany shows that fathers respond quickly to public policy innovation on parental leave.

The international evidence suggests that ‘gender-neutral’ parental leave schemes that include fathers only implicitly, rather than explicitly, do not promote greater take-up by fathers (O’Brien, 2009). On the other hand, giving fathers specific blocks of designated and well-paid leave proves attractive to men and to their partners. The clarity of the father’s entitlement reduces negotiation problems at home and work.

Policies that achieve the greatest up-take combine:

· A non-transferable allocation of leave for fathers

· An incentive to take it (for example, a ‘use it or lose it’ condition)

· At least 60-80 per cent replacement of fathers’ lost income

· Fathers’ leave as an add-on to mothers’ leave, providing additional support for the family, rather than eating into mothers’ entitlement.
The current British proposals for additional paternity leave apply only to fathers whose partners are employed. The Trades Union Congress estimates that 42 per cent of pregnant women are not in paid employment. Giving fathers a ring-fenced right to additional leave would enable men to take it even when their partner is not in paid work.

The Norwegian model:
· Initial two weeks of ‘Daddy Leave’ on full pay

· 54 weeks of highly paid parental leave, of which nine weeks are reserved for the mother and six weeks are reserved for the father

· A ‘use-it-or-lose-it’ arrangement to encourage uptake

The number of fathers taking parental leave soared from four per cent to 45 per cent in the year after a paternity ‘quota’ was introduced in 1993. Up to 90 per cent of Norwegian fathers now take it.

Fathers who adjust their working hours for family care are more likely to increase the time they spend on other domestic work, such as shopping or cooking. This contributes to a more equal division of domestic work.

The German model:

Germany’s recent experience of introducing higher paid parental leave, part of which is reserved for the father, is instructive.

The traditional leave system did little to encourage fathers to take leave and led to mothers being out of the labour market for a relatively long time, reinforcing gender inequality.

In 2007, the government overhauled the childrearing benefit, renaming it ‘parental allowance’ (Elterngeld) to underline that this was for both parents.

The new scheme reserves two months of parental leave for the exclusive use of fathers. If fathers take their ‘daddy months’, the family is entitled to two extra months of leave. The old system of low flat-rate pay has been replaced by earnings-related compensation up to 67 per cent of income.

After its introduction in early 2007, the number of fathers taking leave quadrupled to 12 per cent in the fourth quarter of that year. 60 per cent of fathers taking leave opted for two months, while 18 per cent used the full 12 months’ leave entitlement.
Conclusions and recommendations

Key points:

· 
New parental rights introduced over the past decade are well intentioned but entrench the current unequal division of labour and caring between the sexes and work against gender equality

· We need a radical change in parental leave policies

· Gender-neutral parental leave, as in some European countries, would enable real choice for men to take up caring responsibilities and women to make fuller economic use of their skills.
Recommendations:

The Commission recommends a series of incremental changes to increase the take-up of parental leave and make it longer and more flexible. 

The staged improvements, to take place over the next 10 years, would result in Britain’s leave arrangements more closely resembling the ‘gender-neutral’, highly paid parental leave found in other parts of Europe. This would enable mothers and fathers to share leave and childrearing more equitably. The goal is for Britain to have a world-class policy of 80 weeks of well-paid leave, enabling families to exercise real choice in caring for younger children.

In order to examine whether public spending could be refocused to give real choice to families by making leave provisions more generous, we asked experts to look at different models and the costs attached. We set these out in the next chapter.

3: Parental leave policy

Approach 

The Commission’s aim is to devise a recommendation for a new parental leave policy in the UK which will contribute to the aims of the Working Better. The intention is to develop a credible, realistic policy option that may be implemented in stages: from relatively small-scale amendments to current provision through to a major shift, drawing on the experience of countries with the best developed and most effective leave policies, which would make the UK one of the world’s most progressive countries for parental leave. Our recommendation was designed so that each stage could be introduced as a standalone policy in its own right, or taken forward on a staged basis, clearly outlined and timetabled, with the ultimate aim of a complete radical re-configuration of parental leave policy.

There are three principal components of any leave policy for parents of young children: maternity leave (available to mothers), paternity leave (available to fathers), and parental leave (generally available equally to mothers and fathers). 
Maternity leave 
Leave typically available to mothers only (except in a few circumstances where part of the leave can be transferred to other carers). It is generally intended for the purposes of health and welfare, to protect the health of the mother and newborn child, in the period just before, during and after childbirth.

Paternity leave
Leave typically available to fathers or partners only, generally to be taken soon after the birth of a child, and intended to enable the father to spend time with his partner, new child and any older children.

Parental leave

Leave typically available equally to mothers and fathers or partners. Usually it can only be taken after the end of maternity leave. This may be a non-transferable individual right (that is, both parents have an entitlement to an equal period of leave) and / or a family right that parents can divide between themselves as they choose. It is generally intended as a care measure, to give parents the opportunity to spend time caring for a young child. 

Existing parental leave policy in the UK 

The UKs leave policy has developed incrementally, over a considerable period of time. Whilst there has long been provision for mothers to take maternity leave,
 the right to take parental leave (of up to 13 weeks for each parent) was only introduced in 1999. The right for fathers to take leave around the time of the birth of their child, along with payment of statutory paternity pay (SPP), was introduced even more recently, in 2003. In parallel, the length of maternity leave and the mother’s entitlement to statutory maternity pay (SMP) has lengthened. The SMP period increased from 18 to 26 weeks in 2003 and to 39 weeks in 2006.  

Figure 1: Timeline showing key changes in UK parental leave policy 
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The current leave system for parents of young children gives the right to 80 weeks of leave in total, before the child is five years old: up to 52 weeks for the mother (the last 13 weeks unpaid), up to two weeks for the father, and up to 13 weeks for each the mother and father. The current policy is characterised by a long period of maternity leave at low pay (after the initial six weeks) or unpaid; a short period of paternity leave at low pay; and a system of parental leave which has low incentives for take-up – being inflexible (it must be taken in blocks of full weeks) and unpaid. This differs from the leave policies in other European countries (discussed in Chapter 2), which are often more progressive and supportive of gender equality goals.     

The Government has stated its ambition to introduce a number of further changes by the end of the current UK Parliament (that is by May 2010); however there is no firm timetable for implementation. The proposed changes include:
· Extending statutory maternity pay (SMP) from 39 weeks to 52 weeks 

· Introducing a new right for fathers to take up to 26 weeks’ additional paternity leave during the child’s first year, if the mother returns to work and does not use her full entitlement to SMP.

In effect this represents a transferable leave entitlement of 26 weeks in the first year. The additional cost associated with it comes from the extension from 39 to 52 weeks’ paid leave and is likely to be fairly modest – estimated as a £195 million increment on the current policy. This new provision would provide parents with more choice in childcare responsibilities and, for the first time, the option of dividing a period of paid leave entitlement between them. It would give children access to continuous parental care in their first year, whilst enabling mothers and fathers to contribute to the labour market. However there may be low incentives for fathers to use this transferred entitlement as it is not ring-fenced and is predicated on the mother’s return to work. 

Overview of parental leave policy recommendations  

The Commission’s aim was to devise a recommendation to improve parental leave that would lend itself to staged, incremental reform of policy in the UK over a period of time. The proposed policy builds on current provision in the UK. The ultimate objective was a gender-neutral policy that would offer genuine choice to both parents around the balance of childcare and employment responsibilities.  A key aspect of our proposal is that the entitlements to leave should be more flexible – for instance, we are recommending that the existing two weeks of paternity leave should not be limited to being taken in blocks of one or two whole weeks, but should be able to be taken however suits the individual, whether that is in full weeks or odd days. We believe that a similar principle should apply to the existing parental leave policy.

In order to encourage more fathers to take responsibility for caring for their children, we are keen that some part of the leave entitlement for fathers is taken alone, without the mother also on leave. Therefore we are proposing that whilst paternity leave entitlements may be taken concurrently with maternity leave (so that both parents are at home at the same time), parental leave entitlements that are ring-fenced for fathers must be taken consecutively, either before or after the mother’s leave. Evidence shows that fathers are more likely to be involved carers if they experience this time alone with their children at an early stage. 

The Commission has adopted a long-term perspective and is recommending a gradual move to a parental leave policy that is more in line with the best in Europe. The stages are designed to work as standalone policies in their own right or as incremental steps in a more radical transformation of policy that might take place over an extended period of time. 

Three stages in the transition of parental leave policy were developed by the Commission in conjunction with Peter Moss, Professor in Early Childhood Provision, Institute of Education, University of London and Professor Margaret O’Brien, Co-Director of Centre for Research on the Child and the Family, University of East Anglia. The stages were designed to demonstrate a progression from current provision, introducing expanded eligibility and higher compensation, dedicated, non-transferable periods of paid parental leave for both parents, through to the ultimate aim of a policy of 80 weeks’ well-paid leave for either parent before the child is five years old.  

The benefits of extended entitlement to well-paid parental leave contribute to several Government priorities and include:

· Enhancing child and family wellbeing

· Encouraging greater choice for employees in lower paid occupations

· Providing greater equality of opportunity around caring and working roles

· Providing greater opportunity for fathers to take time off work to care for their baby

· Providing both parents with more flexibility over childcare arrangements
· Enabling mothers to return to work earlier where their preference is for the father or partner to take over responsibility for caring for the child.

By providing mothers with a genuine choice over the timing of their return to the labour market, this not only supports their connection to the workforce and hence their future career development, but also helps maintain an important source of labour supply.

The policy acknowledges the existing leave policy as the starting point for any change. As such, our recommendation aims to:

· Retain the existing period of leave available – currently 80 weeks in total before the child is five years old

· Take into account the EC proposals
 on maternity leave and pay 

· Increase incentives for parents (especially fathers) to take up their leave entitlements

· Introduce greater flexibility
· Ultimately offer families 80 weeks of well paid leave in the first five years, providing genuine choice.  

Take-up at different stages 

We developed a model to enable a comparison of each stage in the recommended parental leave policy, both in terms of the impact on time spent by parents caring for their children and the cost to the Government. 

The cost of any given policy is driven by:

· The number of weeks leave taken for which benefit payments are made 

· The level of payment made: whether a percentage of salary and / or a maximum ceiling payment is applied
· The number of people who choose to take-up their right to paid leave (whether in whole or part). 

The impact of the various policy stages was modelled using assumptions with regard to likely take-up by eligible parents (a full description of the specification for the model that was used is included in [Appendix 1]). With the exception of the two-week period (four weeks for factory workers) immediately following the birth of a baby for mothers, entitlements to leave are not compulsory. 

In general there is a tendency towards under-utilisation of entitlements, especially where leave is unpaid or at a low level of pay. Although robust data is difficult to find, it is believed that take-up is particularly low among certain socio-economic groups. Whether parents can afford to take time off work after the birth of a child is a key factor influencing take-up of leave entitlements.

A survey by Yaxley, Vinter and Young (2005)
 found that on average, mothers took just over seven months of maternity leave. The length of leave taken appeared to be influenced by the mother’s earnings, with only 30 per cent of mothers earning less than £20,000 per annum taking more than six months’ leave, compared with over half of mothers earning in excess of £20,000 per annum. Those working in managerial and professional occupations were also far more likely to have taken more than six months’ leave, compared to mothers who worked in administrative, service and sales occupations (48 per cent compared to 26 per cent). Younger mothers aged under 30, also tended to take less time as maternity leave. Mothers who were lone parents were far more likely to take a short period of maternity leave (48 per cent returned to work within three months) than partnered mothers (31 per cent) (Dex and Ward, 2007).
 

One explanation for the trends above is that less than one-third (29 per cent) of mothers receive supplementary pay from their employer over and above the statutory minimum rate (Smeaton and Marsh, 2006).
 Aside from mothers working in the public sector or in a workplace with trade union representation, those in higher skilled, higher paid occupations may be more likely to receive such payments; whilst those in lower skilled, lower paid jobs are more reliant on state benefits. 
 

A survey in 2005 found that the vast majority of fathers (94 per cent) took some leave from work following the birth of their child (Thompson, Vinter, & Young, 2005).
 While two-thirds of fathers (68 per cent) took paternity leave (either the statutory right to SPP or a benefit provided by their employer), more than half of these chose to ‘top it up’ with some other type of leave. Around a quarter of fathers did not take any paternity leave but instead took annual leave. These findings suggest that in many cases fathers balance familial and financial considerations in order to optimise the amount of leave they can take following the birth of their baby; for example, financial considerations may push them to take some annual leave rather than paternity leave at the statutory rate.

Available evidence suggests that the entitlement to unpaid parental leave is particularly under-utilised, by both mothers and fathers. In 2005, 11 per cent of mothers had taken some parental leave (of which two-thirds had taken a week or less) and just eight per cent of fathers had taken any parental leave within 17 months of their child’s birth (Smeaton and Marsh, 2006).

Cultural attitudes of parents and employers also influence take-up of paternity leave (Dex and Ward, 2007). Such factors are reflected in the differential take-up of similar policies in different countries. Even between countries in Europe there are considerable differences (Moss and Wall, 2007).
 For instance, following the introduction of a father’s entitlement to parental leave in Germany, although the number of fathers taking leave increased, there has been a very gradual increase in the share of fathers opting to take leave (Erler and Erler, 2007).
 In contrast, following introduction of a father’s quota in Norway, there was a very rapid and steep increase in take-up: with an estimated 89 per cent of fathers opting to use their leave entitlement (Brandth and Kvande, 2007).
 
It is worth noting that the payment level is lower in Germany (67 per cent of salary up to a ceiling) compared with Norway (where it is either 80 or 100 per cent of salary up to a ceiling, depending on the length of time taken) and this may be another factor influencing take-up.   
Evidence from abroad, where different parental leave policies are in operation, provides some insight into possible take-up if such policies were introduced in the UK. Where parental leave is unpaid, take-up tends to be low, irrespective of gender. Where leave is a family entitlement and may be shared by both parents as they choose, fathers’ use tends to be low. However, where parental leave has a dedicated non-transferable entitlement and is relatively well-paid, fathers’ use is higher (Moss and Wall, 2007; O’Brien, 2009).

Experience shows that the share of eligible claimants exercising their rights to leave tends to increase in the period following implementation. For the purposes of our modelling work, the take-up rate at steady state, following full implementation of each stage was assumed. Due to the lack of directly comparable data, it has been necessary to make assumptions on the expected level of take-up (described in Appendix 1). These estimates will be higher or lower in reality and therefore the costs are subject to uncertainty. 

Cost and impact of different stages

The total cost to the Exchequer is clearly influenced by the amount paid out in benefits but also the level at which benefits are recovered by employers – since employers are allowed to recover a differential share of benefits paid, depending on their level of annual National Insurance payments. 

· Small and medium-sized enterprises (SMEs) and public / voluntary sector organisations that pay less than £45,000 in annual National Insurance payments can recover 104.5 per cent of the value of benefits paid out to their staff from the Government. This is meant to compensate for the employers' National Insurance Contributions (NICs) paid and to reflect the relatively greater administrative burden on smaller employers. 

· Larger organisations (whether in the private sector or public sector) that employ claimants can recover 92 per cent of the value of benefits paid out to their staff from the Government, reflecting their greater capacity to absorb the administrative burden.

Whatever policy change is implemented, there will inevitably be an impact on costs incurred by employers. The Commission’s intention is that any policy change would be implemented in a way to minimise the burden on businesses. Any change in policy would be subject to a full Impact Assessment. This would provide an evaluation of the costs, benefits and risks of the proposal on businesses, charities and the voluntary sector, aiming to avoid any unnecessary burdens, for instance in terms of the implementation and administration costs incurred by employers. These costs have not been included in the modelling work. 

Table 1 on the following page describes the current parental leave policy and the three stages that were modelled.  

Table 1: Stages in the parental leave policy recommendation 

	Current policy
	Stage 1: expand eligibility; improve maternity pay; introduce paternity allowance  

	Stage 2: introduce dedicated, non-transferable periods of paid parental leave for mothers / fathers
	Stage 3: extend period of paid parental leave for mothers / fathers

	Statutory Maternity Pay

· 6 weeks at 90 per cent pay 

· 33 weeks at flat rate: £117.18 / week 

· Must have worked for 26+ weeks with the same employer 

· Must earn at least £90 / week

· 13 weeks unpaid
	Statutory Maternity Pay

· 18 weeks at 90 per cent pay

· 21 weeks at flat rate: £117.18 / week 

· Remove 26 weeks with same employer criteria

· Must earn at least £90 / week

· 13 weeks unpaid
	Statutory Maternity Pay

· 18 weeks at 90 per cent pay

· 8 weeks at flat rate: £117.18 / week 

· Remove 26 weeks with same employer criteria

· Must earn at least £90 / week 
	Statutory Maternity Pay

· 26 weeks at 90 per cent pay

· Remove 26 weeks with same employer criteria

· Must earn at least £90 / week



	Maternity Allowance 

· 39 weeks at flat rate: £117.18 / week

· Must earn at least £30 / week

· Must have been employed / self-employed for at least 26 / 66 weeks before baby was due
	Maternity Allowance 

· 39 weeks at flat rate: £117.18 / week

· Must earn at least £30 / week

· Must have been employed / self-employed for at least 26 / 66 weeks before baby was due
	Maternity Allowance 

· 39 weeks at flat rate: £117.18  / week

· Must earn at least £30 / week

· Must have been employed / self-employed for at least 26 / 66 weeks before baby was due
	Maternity Allowance 

· 39 weeks at flat rate: £117.18 / week

· Must earn at least £30 / week

· Must have been employed / self-employed for at least 26 / 66 weeks before baby was due

	Statutory Paternity Pay

· 2 weeks at flat rate: £117.18 / week

· Must have worked for 26+ weeks with the same employer 

· Must earn at least £90 / week
	Statutory Paternity Pay

· 2 weeks at  90 per cent pay

· Remove 26 weeks with same employer criteria

· Must earn at least £90 / week
	Statutory Paternity Pay

· 2 weeks at 90 per cent pay

· Remove 26 weeks with same employer criteria

· Must earn at least £90 / week
	Statutory Paternity Pay

· 2 weeks at  90 per cent pay

· Remove 26 weeks with same employer criteria

· Must earn at least £90 / week

	
	Introduce new Paternity Allowance

· 2 weeks at flat rate: £117.18 / week

· Must earn at least £30 / week

· Must have been employed / self-employed for at least 26 / 66 weeks before baby was due
	Paternity Allowance

· 2 weeks at flat rate: £117.18 / week

· Must earn at least £30 / week

· Must have been employed / self-employed for at least 26 / 66 weeks before baby was due 
	Paternity Allowance

· 2 weeks at flat rate: £117.18 / week

· Must earn at least £30 / week

· Must have been employed / self-employed for at least 26 / 66 weeks before baby was due

	Parental leave

· Each parent may take up to 13 weeks' unpaid leave for each child
	Parental leave

· Each parent may take up to 13 weeks' unpaid leave for each child
	Parental leave

Up to 52 weeks parental leave:

· 1 ‘mummy month’ (4 weeks) at 90 per cent pay; 1 ‘mummy month’ (4 weeks) at flat rate: £117.18 / week 

· 1 ‘daddy month’ (4 weeks) at 90 per cent pay; 1 ‘daddy month’ (4 weeks) at flat rate: £117.18 / week

· 1 ‘family month’ (4 weeks) at 90 per cent pay (to be taken by either parent); 1 ‘family month’ (4 weeks) at flat rate: £117.18 / week 

· 28 weeks unpaid leave to be divided equally between mother / father / either
	Parental leave

Up to 52 weeks at 50 per cent pay or 26 weeks at 90 per cent pay, the rest unpaid, divided as follows: 

· 4 ‘daddy months’ (17.3 weeks)

· 4 ‘mummy months’ (17.3 weeks)

· 4 months for either parent (17.3 weeks)


Note: Flat rate payment is a maximum level of payment – claimants receive 90 per cent of weekly salary where this is lower than the flat rate. 

Current policy

The key features of the current parental leave policy are as follows:

· Total entitlement to 80 weeks’ leave before the child is five years old (not all of it paid) 

· No equivalent to maternity allowance for fathers

· A relatively long period of maternity leave and a shorter period of paternity leave, both at low / no pay (with the exception of the first six weeks’ maternity leave)

· A system of parental leave with low incentives for take-up: up to 13 weeks for each parent (a maximum of four weeks in the first year), to be taken in blocks of a whole week, unpaid.

The model used to cost the various stages in the policy recommendation was calibrated using data from 2005 on actual Government spend on parental leave benefits. Using Department of Work and Pensions (DWP) / Office for National Statistics (ONS) figures on the number of eligible claimants, and take-up assumptions from the DWP ‘Maternity and paternity rights and benefits: survey of parents 2005’ (Smeaton and Marsh, 2006), we compared the outputs generated by the model with actual spend. This gave comfort over the design of the model and the parameters used to calculate cost.     

The model was used to estimate the cost to the Government of the current parental leave policy for 2009 and came out with a total cost to the Exchequer of £2.1 billion, broken down as shown in Table 2 below. 

Table 2: Summary of costs to the Exchequer of current policy

	
	Total cost 

(£ billions)

	Statutory Maternity Pay (SMP)
	1.688

	Statutory Paternity Pay (SPP)
	0.068

	Parental leave: mothers 
	0.000

	Parental leave: fathers
	0.000

	Total benefits paid out
	1.756

	Reclaimed by SMEs
	0.853

	Reclaimed by Large organisations
	0.865

	Cost to the Exchequer - subtotal
	1.717

	Maternity Allowance
	0.349

	Total cost to the Exchequer 
	2.066


Note: Based on 2009 costs. 

A similar exercise was undertaken for the three different stages (all based on constant 2009 costs) and these are discussed in detail on the next page. 

Stage 1: Expand eligibility; improve levels of payment; introduce paternity allowance    

The key features of this stage are as follows:

· Retain entitlement to 80 weeks leave in total before the child is five years old

· Expand eligibility for benefits: remove requirement for the claimant to have worked for the same employer continuously for 26 weeks

· Introduce paternity allowance (PA) as an equivalent entitlement to maternity allowance (MA) for fathers 

· Extend higher rate statutory maternity pay (SMP) to 18 weeks at 90 per cent pay (leaving 21 weeks at the flat rate) 

· Improve level of payment for statutory paternity pay (SPP) to 90 per cent of pay
· Increase the flexibility of paternity and parental leave, so there is no need to take leave in blocks of a whole week.

The impact of removing the requirement to have worked continuously with the same employer for at least 26 weeks as a pre-requisite to be eligible for SMP and SPP is to uplift the number of eligible claimants by nearly 80,000 in total in any one year.

Table 3: Impact of removing the requirement to have worked continuously for the same employer for at least 26 weeks in order to be eligible for SMP / SPP 

	
	Number of eligible claimants with the criteria
	Number of eligible claimants without the criteria
	Increase in eligible claimants

	Statutory Maternity Pay (SMP)
	330,150
	362,802
	32,652

	Statutory Paternity Pay (SPP)
	470,832
	517,398
	46,566

	Total 
	800,982
	880,200
	79,218


The cost of introducing paternity allowance, as an equivalent to maternity allowance for fathers who do not qualify or SPP because their earnings are lower than the Lower Earnings Limit (currently £90 per week) but are at least £30 per week, is estimated at £18 million per annum.   

A summary of the costs of Stage 1 is shown below. The total cost to the Exchequer amounts to an additional £1.4 billion on the current policy.  
Table 4: Summary of costs to the Exchequer of Stage 1

	
	Total cost

(£ billions)
	Increment on current policy

(£ billions)

	Statutory Maternity Pay (SMP)
	2.704
	1.016

	Statutory Paternity Pay (SPP)
	0.448
	0.380

	Parental leave: mothers 
	0.000
	0.000

	Parental leave: fathers
	0.000
	0.000

	Total benefits paid out
	3.152
	1.396

	Reclaimed by SMEs
	1.531
	0.678

	Reclaimed by Large organisations
	1.552
	0.688

	Cost to the Exchequer - subtotal
	3.083
	1.366

	Maternity Allowance
	0.349
	0.000

	Paternity Allowance 
	0.018
	0.018

	Total cost to the Exchequer 
	3.450
	1.384


Note: Based on 2009 costs. 

Overall the changes suggested in Stage 1 would have the effect of increasing the number of parents who are eligible for parental leave benefits. This would particularly assist lower paid fathers, who earn less than the Lower Earnings Limit for NI contributions so would not otherwise qualify for SPP, and casual workers who are less likely to have worked continuously for 26 weeks with their current employer. The length of maternity and paternity leave is unaffected; however higher rates of pay are likely to increase affordability and therefore take-up. Greater flexibility in the take-up of paternity leave and parental leave (that is, no need to take blocks of a whole week) is likely to have a similar positive impact on take-up. However, where parental leave is concerned, the fact it remains unpaid means the increase in take-up is unlikely to be significant.   

Stage 2: Introduce dedicated, non-transferable periods of leave for mothers / fathers     

The key features of this stage are as follows:

· Retain entitlement to 80 weeks’ leave in total before the child is five years old and other features of Stage 1

· Reduce the flat rate SMP period from 21 weeks to eight weeks, and instead

introduce up to 52 weeks’ parental leave, divided equally between mothers and fathers: 12 weeks at 90 per cent pay; 12 weeks at a flat rate of £117.18 per week; and 28 weeks unpaid

· Within parental leave, assign dedicated, non-transferable ‘mummy months’: four weeks at 90 per cent pay and four weeks at the flat rate and dedicated, non-transferable ‘daddy months’: four weeks at 90 per cent pay and four weeks at the flat rate – both with a ‘use it or lose it’ condition to encourage take-up. 

A summary of the costs of Stage 2 is shown below. The total cost to the Exchequer is an additional £1.1 billion on the Stage 1 policy.  

Table 5: Summary of costs to the Exchequer of Stage 2

	
	Total cost

(£ billions)
	Increment on Stage 1

(£ billions)

	Statutory Maternity Pay (SMP)
	2.307
	-0.397

	Statutory Paternity Pay (SPP)
	0.448
	0.000

	Parental leave: mothers 
	0.721
	0.721

	Parental leave: fathers
	0.833
	0.833

	Total benefits paid out
	4.309
	1.157

	Reclaimed by SMEs
	2.093
	0.562

	Reclaimed by Large organisations
	2.122
	0.570

	Cost to the Exchequer - subtotal
	4.215
	1.132

	Maternity Allowance
	0.349
	0.000

	Paternity Allowance 
	0.018
	0.000

	Total cost to the Exchequer 
	4.564
	1.114


Note: Based on 2009 costs. 

The changes introduced in Stage 2 would contain the periods of maternity and paternity leave within the first 26 weeks after birth; leave entitlement within the following 26 weeks would be labelled ‘parental leave’ and would be allocated equally to mothers and fathers. The overall impact on mothers would be no change in their current entitlement to 52 weeks’ leave, part of this would simply be reallocated to parental leave, as follows: 26 weeks’ SMP would be supplemented by up to 16 weeks of paid ‘mummy / family months’ and up to 14 weeks’ unpaid parental leave. Fathers would benefit from additional paid leave entitlement: up to 16 weeks of ‘daddy / family months’ and up to 14 weeks’ unpaid parental leave in addition to two weeks of SPP at 90 per cent of pay. The fact that there would be dedicated, non-transferable ‘mummy months’ and ‘daddy months’ on a ‘use it or lose it’ basis would encourage higher take-up among fathers and support greater choice around the balance of childcare and employment responsibilities. 
Stage 3: Extend periods of paid parental leave for mothers / fathers     

The key features of this stage are as follows:

· Retain entitlement to 80 weeks’ leave in total before the child is five years old and other features of Stage 2

· Extend higher rate statutory maternity pay (SMP) to 26 weeks at 90 per cent pay

· Divide the 52 weeks’ parental leave into 4 ‘mummy months’ (17.3 weeks); 4 ‘daddy months’ (17.3 weeks); and 4 months (17.3 weeks) for either parent 

· Increase payment for the 52 weeks’ parental leave: either 26 weeks at 90 per cent pay and 26 weeks unpaid; or all 52 weeks at 50 per cent pay.  

A summary of the costs of Stage 3 is shown below. The total cost to the Exchequer amounts to an additional £2.8 billion on the Stage 2 policy.  

Table 6: Summary of costs to the Exchequer of Stage 3

	
	Total cost

(£ billions)
	Increment on Stage 2

(£ billions)

	Statutory Maternity Pay (SMP)
	2.834
	0.527

	Statutory Paternity Pay (SPP)
	0.448
	0.000

	Parental leave: mothers 
	1.507
	0.786

	Parental leave: fathers
	2.345
	1.512

	Total benefits paid out
	7.133
	2.824

	Reclaimed by SMEs 
	3.464
	1.371

	Reclaimed by large organisations
	3.513
	1.391

	Cost to the Exchequer - subtotal
	6.977
	2.762

	Maternity Allowance
	0.349
	0.000

	Paternity Allowance 
	0.018
	0.000

	Total cost to the Exchequer 
	7.326
	2.762


Note: Based on 2009 costs. 

The changes introduced in Stage 3 would provide greater choice to a wider range of families by improving pay levels and therefore increasing the affordability of parental leave following the birth of a child. Extending the payment of SMP at 90 per cent of salary to the full 26 weeks following the birth of a child would encourage a greater number of mothers, particularly those on low pay who cannot afford to take extended leave currently, to take a longer period of leave. The extension of dedicated, non-transferable ‘mummy months’ and ‘daddy months’ from two to four months each, at a higher pay level, would encourage higher take-up still and therefore make a significant contribution to the objectives of the Working Better campaign. It would promote equality of opportunity and greater involvement of fathers in caring, enhance child and family wellbeing, and support women’s return to the labour market.   

Currently Stage 3 assumes no maximum ceiling on the payment of 90 per cent salary, as is common in other countries in Europe. There are various ways in which a maximum ceiling could be calculated. One method may be to take 90 per cent of the pay threshold for the higher tax band (annual income in excess of £34,800 in 2008/9) as the weekly payment ceiling. This would equate to 90 per cent of pay up to a ceiling of £602.31 per week. Applying this as the ceiling payment for Stage 3, the overall cost to the Exchequer is estimated to reduce by £0.55 billion overall, with a total cost to the Government of £6.78 billion. 

The policies outlined are designed so that they may be implemented in stages in a gradual process of reforming parental leave in the UK; a continuation of the historic changes we have seen over the past ten years. 

Hypothetically, transition to a more radical policy change over a period of say ten years might be achieved through a phasing of the policy changes outlined above. 
The policies presented might be introduced as incremental changes over time, so that the full impact of a gender-neutral, highly compensated parental leave policy is in place by 2020. 

Figure 2: Potential timeline for implementation of a staged policy transformation by 2020 
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	Introduce small scale change to increase take-up by low earners 
	Address cultural bias towards mothers as primary carer 
	Introduce a more holistic approach to parental leave, with equal access for both parents 

	· Expand eligibility for Statutory Maternity Pay / Statutory Paternity Pay so that parents who have not been employed continuously with their employer for 26 weeks are eligible 

· Improve Statutory Maternity Pay: increase the period at 90 per cent pay from 6 weeks to 18 weeks

· Improve Statutory Paternity Pay from flat rate to 90 per cent of pay

· Introduce Paternity Allowance as an equivalent benefit to Maternity Allowance so that fathers have equal access to financial compensation for their leave   
	· Reduce period of Statutory Maternity Pay from 39 weeks to 26 weeks and transfer the remaining mother’s leave to more flexible ‘parental leave’

· Introduce up to 52 weeks’ parental leave, including dedicated, non-transferable ‘mummy months’ and ‘daddy months’ 

· 8 weeks each, half at 90 per cent pay and half at a flat rate, with a ‘use it or lose it’ condition to encourage take-up 

· A further 8 weeks as ‘family months’ to be taken by either parent on the same terms 

· An additional 28 weeks unpaid 
	· Extend higher rate Statutory Maternity Pay to 26 weeks at 90 per cent pay 

· Increase the length of dedicated non-transferable ‘mummy months’ and ‘daddy months’ to 4 months (17.3 weeks) each (the remaining 4 months to be taken by either parent)

· Increase the level of pay for parental leave to 26 weeks at 90 per cent pay (the rest unpaid) or all 52 weeks at 50 per cent pay




Figure 3 below presents an overview of the incremental cost to the Government of each stage, compared with current policy. All stages are based on constant 2009 costs. In reality, the costs of a staggered implementation would reflect inflationary wage increases and therefore the costs would likely be higher than those shown below.   

Figure 3: Incremental cost of enhanced parental leave policies compared with current policy 
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Note: Based on constant 2009 costs

The figures above the coloured blocks indicate total cost to the Exchequer.

The costs shown are based on estimates of total take-up at each stage. Take-up may be higher or lower in reality, which would impact the costs. 

As a proportion of UK GDP, the cost of the current policy is 0.15 per cent. Figure 4 shows the increase in costs represented as a proportion of GDP; again based on constant 2009 costs and constant GDP (forecast for 2009).

Figure 4: Cost of enhanced parental leave policies as a proportion of GDP 
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Note: Based on constant 2009 costs

The figures above the coloured blocks indicate the total cost of each policy as a percentage of GDP.

Based on forecast for nominal GDP for the UK in 2009 (Economist Intelligence Unit).

It is useful to put these figures in perspective through comparison with the level of spend on parental leave policies in other European countries as a proportion of those countries’ GDP. 

Comparison with spend on parental leave benefits in other European countries

	UK spend on parental leave policies
	Cost as per cent of UK GDP

	Current policy 
	0.15per cent

	Stage 1
	0.25per cent

	Stage 2
	0.33per cent

	Stage 3
	0.53per cent

	

	European spend on parental leave policies
	Cost as per cent of country’s GDP

	Norway 
	0.47per cent

	Sweden 
	0.67per cent


This comparison shows that current Government spend on parental leave benefits is significantly lower than the level of spend in Norway and Sweden. It also suggests that the cost of Stage 3 is not out of line with the level of spend in other European countries. 

Given that there is a degree of uncertainty about what the true costs to the Government would be following introduction of any policy change, due to the crucial importance of take-up (that is the share of eligible claimants who choose to use their entitlement to paid leave, whether in whole or in part), the Government may choose to manage the speed of reform. Implementing the policy change in three phases provides control over the extent and pace of reform, which may be influenced by take-up (and therefore cost) at each stage.    

Ultimately, implementing all three stages in our recommended policy reform would result in far greater choice for parents. Enhancing payment levels would make an extended period of leave a realistic prospect for a greater number of families by reducing the financial burden in the period following the birth of a child. Introducing an extended period of parental leave, with ring-fenced time for mothers and fathers respectively, would encourage fathers to take greater responsibility for caring for their children and would enable mothers to return to work sooner where it is their preference for the father or partner to take over responsibility for caring for the child. Not only would this help maintain women in the labour force, and therefore an important source of labour, it would also support gender equality goals and long term child and family wellbeing.   

4: New ways of working

Towards flexibility for all

‘In the long term we need a shift in working culture so it’s more acceptable to work shorter hours and this isn’t seen as a lack of commitment or ambition’

Married man with baby son

Flexible working has made significant inroads over the past decade, driven by rapid technological advances, the demands of the 24/7 economy, and legislation to help parents manage their work and caring responsibilities. The economy, employers and families have benefited.

However, some workplaces do not reflect the economic, social and demographic realities of the 21st century. Flexibility is still perceived, widely but incorrectly, as the preserve of mothers of young children. Sections of the population, including many men, find it hard to obtain alternative working arrangements. Further progress is needed.

The principle of flexible working, is now at least, well established. Indeed, widespread concern greeted the suggestion last year that the government might postpone its plan to extend the ‘right to request’ flexible working to parents of children up to 16 because of the economic downturn. The Commission welcomed ministers’ decisions to press ahead and their recognition that the benefits of a flexible approach to employment could help the economy through recession.

Our position on flexible working is that the fairest and most productive approach is to make it available to everyone, as some progressive employers already do (see case studies, Chapter 5). 

In this first phase of the Working Better project, we have sought to answer two main questions about flexibility:

· What measures can be taken to widen the availability of flexible working so that all businesses and individuals can benefit fully, both in the current recession, and as we prepare for recovery?
· Is further legislation needed to turn the ‘right to request’ flexibility into a ‘right to have’, available to all employees, as in some other European countries?

We commissioned an international review of legislation on flexible working (Hegewisch, 2009), to see how Britain shapes up and what we can learn from other countries.
 As well as asking parents their views (Chapter 1), we consulted employers, trade unions, family and parenting groups, and individuals.

Our key findings are that:

· In all countries, employers may refuse flexible working requests on business grounds, but the UK 'soft' approach to flexible working, which does not allow a substantive challenge of employer business reasons for a refusal in court, is unique 

· The UK legislation covers a wider range of alternative working patterns than elsewhere

· The availability of flexible work options has increased since the introduction of the right to request legislation. The right has also provided access to flexible working options that do not reduce salary, such as flexitime

· Compared with Britain, additional flexible working rights in other countries for which there is data have not increased take-up by men

· While both men and women are requesting flexible working, it is harder for men to access it

· Of those working flexibly, the most common reason was that the flexible arrangement was already in place when they started their jobs - more so for men (40 per cent ) than for women (31 per cent)

· Most requests for flexibility are made informally, rather than formally through the right to request process.  Informal requests were made by 28 per cent of women and 18 per cent of men, while formal requests were made by 15 per cent of women and eight per cent of men.

· There is a widening gap between workplaces where flexibility is becoming ‘business-as-usual’ and workplaces where progress is limited

· More and better training is needed for managers in facilitating or enabling flexible work and in supervising a flexible workforce

· In some other countries, flexibility regulation addresses a wider range of policy options, including unemployment and goes hand in hand with more generous parental leave arrangements including the option of part-time leave.

Our recommendations are set out at the end of this chapter. First, we examine the economic context for flexible working. Then we look at Britain’s scorecard against other countries, and at promising approaches for Government and employers.

A route through recession

Some commentators have suggested that better working practices and ‘work-life balance’ are luxuries to be jettisoned in the recession, since businesses and employees have their hands full focusing on survival and holding onto their jobs.

The Commission believes the best response to the current economic turbulence is to use creative forms of flexibility to help employers to preserve their skills base and maintain workforces, together with a redoubling of efforts to improve the way we work. Employers need to maximise the value they obtain from their assets, including their people. 
Genuinely flexible working - working more efficiently, often through small, informally agreed changes to the way work is organised - is part of the solution, not the problem. Abandoning the progress made so far, the benefits to business and employees, and the increased return on government investment in education and training, would risk leaving Britain less able to prepare for recovery and compete when the recovery comes.

There is a risk that the spread of flexible working will falter. Employees may be hesitant about requesting flexibility for fear of losing their jobs, or being seen as less committed - a worry for some parents in our YouGov research (Chapter 1). Managers may be reluctant to discuss alternative arrangements when there are other urgent priorities. For many of those in work, the pace and load are intensifying and long hours are becoming longer.

However, we do not believe good employers want to turn back the clock. For those who practise it, the benefits of flexible working are too great to give up (see case studies, Chapter 5). 

The Second Work-Life Balance Survey (2003) found that the majority of employers who provide flexible working practices reported they had a positive impact on employee relations, (71 per cent), employee commitment and motivation (69 per cent) , labour turnover (54 per cent), recruitment (47 per cent), absenteeism (48 per cent) and  productivity (49 per cent).

The Department for Business, Enterprise and Regulatory Reform has calculated the financial benefits to employers from higher productivity, and lower employee turnover and absenteeism, and found these significantly outweigh the administrative costs involved in extending the ‘right to request’ to parents of children up to 16.  

The Department points to wider, long-term benefits, including an increased supply of labour due to the availability of more flexible working opportunities; improved health and wellbeing; and positive impacts on the environment, for example through a reduction in commuting as more people work from home.

Recent research by Cranfield School of Management and the charity Working Families also demonstrated measurable business benefits, showing that:

· Most flexible workers, and their co-workers and managers, report a positive impact, or no impact, on individual performance
· Flexible workers are more committed to the organisation than other employees - challenging the assumption that flexible arrangements mean reduced commitment

Flexible working has already given some employers new options to hold onto staff during the recession, rather than making them redundant and losing valuable knowledge, experience and skills.

 ‘I think [a wider range of flexible job opportunities] may be essential in the next few years. Regardless of childcare, I think we need to offer people the alternatives of part time working to straightforward job losses, that would work for me but also a number of people I know without children.’ 

Married man with two sons

Some private sector employers now use team-based flexible schedules, which have long operated in the National Health Service. They report improvements in efficiency and performance, even during a downturn.

US companies such as Chubb, the insurance group, and Costco, the warehouse club chain, have achieved more efficient ways of working, increased productivity and improved employee engagement by asking teams to design schedules that work for team members and the business. 
Reducing hours and redistributing work can lead to job redesign that is beneficial to businesses and employees. At a time when salaries and bonuses are being squeezed, employers can offer greater flexibility as an alternative way to recruit or retain the skills and talent they need. Employer responses on the positive impact of flexibility on commitment and motivation (Work Life Balance Survey Department of Trade and Industry (DTI) 2003) and Cranfield / Working Families research, suggest that employees are likely to repay employers who have tried to hold onto them through challenging times with greater loyalty and commitment.

The need to provide value for money is an opportunity to examine inefficient work practices and use of space. Giving people more flexibility about where and when they work can free up costly office space and cut down on commuting.

‘This is where a prescient employer could kill three birds with one stone, offering cost efficiency, improved commuting and attractiveness to those who can’t work nine-to-five.’ (Duncan Brown, director of HR services at PricewaterhouseCoopers, quoted on personneltoday.com, 7 October 2008)

The increased use of technology to keep travel costs down in the recession demonstrates how alternative ways of working can benefit the business and individual employees, as well as being better for the environment.

Joe Macri, a Dublin-based senior marketing manager at Microsoft, held regular meetings with his European management team at Amsterdam airport until recently. Now most meetings are ‘virtual’, using a multi-camera system so participants can see each other. ‘It saves money, increases productivity and reduces our carbon footprint as a company,’ Macri told the Financial Times. ‘And I no longer have to get up at some god-awful hour to catch my flight to the Netherlands.’
There has been a 39 per cent jump in the last two years in the number of US employees using technology to work remotely, often from home, at least one day a month, according to WorldatWork, a global human resources association. The number of teleworkers rose from 12.4 million employees in 2006 to 17.2 million last year. 

‘We believe it’s related to the downturn in salary budgets and pay increases, which is a result of the downturn in the economy,’ says Rose Stanley, work-life practice leader at WorldatWork. ‘With employees taking home smaller pay cheques, the employer has to pilot new programmes to motivate employees. Telework is a low-cost benefit that has minimal impact on an employer’s operational costs and helps the employee contain costs related to fuel and time on the road.’

Not all sectors or workplaces are losing jobs. Some companies will continue to recruit. Skill shortages remain. When the economy recovers, the flexibility of businesses and individuals should serve Britain well as it faces longer-term challenges in the global market. The proposed new right to request time off for training - another flexible working measure - could play an important part in boosting skills and productivity.

How does Britain rank internationally?
In 2003, legislation in Britain introduced the right to request flexible working for parents or guardians of children up to six, or of disabled children up to 18. Under the law, employers must consider requests seriously. Applicants must have worked for their employer for at least 26 weeks. Any changes granted in their working hours are permanent.

In 2006, this right was extended to people caring for an adult partner or relative. A further extension from April this year will entitle parents of children up to 16 to request flexibility.

There is broad political support for flexible working. The Conservative Party has said it will make the ‘right to request’ available to parents of children up to 18 and ‘ensure that the public sector - Britain’s biggest employer - becomes a world leader in providing flexible working opportunities’.

The review we commissioned compares UK legislation with that in other European countries. The full report, Flexible working policies: a comparative review, by Ariane Hegewisch of the Institute for Women’s Policy Research in Washington DC, is published separately. Here we cover the key findings.

The British right to request differs from laws in other countries to improve employees’ access to workplace flexibility:

1. 
In Britain rights are limited to parents and carers
 By contrast, in Belgium, France, Germany and the Netherlands, all employees have a right to reduced hours, irrespective of the reason, as well as special rights for parents of young children. Under the Dutch system, it is assumed every job can be done flexibly. The onus is on employers to demonstrate serious business or health and safety reasons for rejecting reduced hours.

2. 
British legislation allows for a wide range of flexibility

This includes reduced hours, flexitime, ‘compressed’ working weeks, annualised hours, job-sharing and working from home. This contrasts with the narrow focus on part-time working of most other countries. Unlike part-time work, options such as flexitime and compressed weeks do not affect earnings and are potentially more attractive to higher earners, many of whom are men. British men are more likely than women to request flexitime, suggesting that the options available under the right to request are encouraging men to work flexibly.  
3.  
British law involves a permanent change in working hours

Since more women than men request reduced-hours working, this can reinforce gender inequality by confining them to part-time ‘Mummy track’ careers, with lower earnings, low prospects of returning to full-time working, and perceptions of lower commitment to the organisation. Laws in some other countries include rights to return to full-time work or increase hours. This reflects a concern among policy-makers about involuntary part-time work and the marginalisation of many part-time workers in jobs with little scope for advancement. Previous research (Smeaton et al, 2007) has found that a third of UK employers do not consider part-timers when filling full-time vacancies. Within Europe, women in the UK are the least likely to change from full-time to part-time work without downgrading (Manning and Petrongolo, 2008). 
Most requests for flexible working come from women. But a continuing shortage of high-quality flexible jobs means that those who choose reduced working hours often have to accept reduced status, pay and career prospects. This reinforces the gender pay gap. Moreover, as pointed out in Chapter 2, flexible working is a good way to alleviate child poverty, but lone parents are less likely to have access to it.

 ‘Compromises so far have been made mainly by me. Prior to children I had a higher paid and more demanding job. Now I have a job that allows me to be more flexible with the hours I work and is much lower paid’

Woman, married with two children

It is not clear that the right to request has made it any easier to change from full-time to part-time work in the same job. Previous research has found that only 10 per cent of women who switched from full-time to part-time work after having children returned to the same employer. There has been no conclusive narrowing in the part-time wage gap since the right to request was introduced.
Impact on men

The role of fathers is crucial to a more equal distribution of work and family care between men and women. Our review (Hegewisch, 2009) finds a broadly positive impact of the right to request on men’s working patterns:

· The right seems to have widened men’s options for flexible working, with men making more than 40 per cent of all requests, both formal and informal

· Men are more likely to request flexitime, and women are more likely to request part-time. Britain is the only country that offers the option of flexitime as part of its flexible working legislation, and take-up by men suggests this is driving change. 28 per cent of men’s requests are for flexitime, compared with 18 per cent for part-time, while 30 per cent of women’s requests are for part-time work and 18 per cent for flexitime

· Significantly, countries with universal rights to part-time work have not seen a higher take up of flexible working by men than Britain has.
It is good news that growing numbers of flexible working requests come from men, and that more new fathers are using flexitime.

However, we also find that employers are much more likely to refuse requests from men than from women. Part of the reason may be that men are more likely than women to request flexibility for reasons other than care-giving, such as a return to education. Surveys also show that men are more likely to be in workplaces with few or no flexible working arrangements, particularly in skilled manual, semi-skilled and unskilled professions (Dex and Ward, 2007).

In our YouGov research, 60 per cent of employees in manufacturing and 55 per cent in construction and transport say that they do not have access to flexible working. This compares with around a third of employees in the financial sector and in social services. 
 ‘My partner has to work full time. Flexible working is unknown in construction, it seems’

Man in civil partnership with two children

Men, more often than women, are caught between new and old ways of working.

Unlike women, men are unable to claim through the courts that a lack of flexibility indirectly discriminates against them as a group. However, there are some examples of men claiming direct discrimination in Employment Tribunals where female co-workers were able to work family-friendly hours and they were not.

The Commission notes that the right to request has so far had little impact on the traditional division of labour. Alternative models, which include some financial benefits as well as a job guarantee, could make it easier for men to contribute actively to family life. In Germany, for example, parents can work between 15 and 30 hours a week for up to three years after the birth of a child, at the end of which they are entitled to return to an equivalent job. A similar scheme is available to French parents.

Another limitation of the right to request is that it applies only to employees who have been working at least 26 weeks for their current employer. It does nothing to open up flexible job vacancies and thus to reach people who are unemployed, moving in and out of insecure employment, or returning to work after a career break.
EU best practices

· France, Germany and the Netherlands have a right to increase hours or return to full-time work. The Netherlands records almost as many requests for increased hours as for reduced hours.

· Germany introduced a universal right to reduced hours, rather than one specifically for parents and carers, partly to minimise the risk of discrimination against women of childbearing age, who are most likely to use such a right.

· Sweden has given parents the right since the 1970s to work 75 per cent of full-time until their child is eight. It has had considerable success in getting women back into the labour force through tax and benefits policies, which increase incentives for full-time work, and through childcare and eldercare provision. It has one of the highest female labour force participation rates in the world.

· Sweden has local advisers who give new parents information and guidance about their rights to flexible working and how it might help them balance work and family life.

· Denmark has boosted gender equality and work-family balance by capping working hours. Hours have declined for both men and women through negotiation, so that working hours in full-time jobs are among the lowest in Europe. Mothers in Denmark now typically work full-time and, probably uniquely in Europe, do so primarily out of preference.

What employers say

Most employers say the implementation of flexible working has had a positive impact on the business performance.  (Institute of Directors / UNUM, 2008; British Chambers of Commerce, 2007; CIPD, 2005). Employers’ experience of flexible working legislation, in the UK and elsewhere, has been largely unproblematic. Few employers have encountered the costs, increase in litigation or flood of requests that were anticipated before the introduction of the new regulation. Only a tiny number of refusals have led to litigation.

· Employers credit the right to request with having significantly increased the availability of flexible working.
· Employers also credit the legislation with giving managers procedures and criteria for handling flexible working requests.
· On the other hand, surveys of both employers and employees (Hooker et al, 2007; Hayward et al, 2007) show that the right to request has not resulted in an increase in the proportion of employees requesting change. 

· A problem frequently mentioned in employer surveys is the need to manage potentially negative reactions from employees not able to work flexibly, particularly where flexible working schemes are narrowly targeted at parents or mothers (CIPD, 2005; British Chambers of Commerce, 2007; Chartered Management Institute, 2006; Yeandle et al, 2003).

· This is one reason why the Commission, along with other bodies, argues for the right to request flexible working for all employees, which would allow greater scope to accommodate different working-time preferences among all employees.
Small and medium-sized employers

· Small employers are more likely to provide flexible working informally, but employees are no less likely to have access to alternative work arrangements than those in larger organisations.
· Nearly 90 per cent of small firms surveyed by the British Chambers of Commerce said they offered some form of flexible working. Only 16 per cent said their main motive was to comply with the law. Benefits for the business, customers and staff were far more important motives. 
· Medium sized companies often face particular obstacles to introducing flexible working because they lack the resources of large employers and the informality of small employers. 
Informal flexibility 

The right to request is clearly not the only factor influencing the spread of flexible working. Indeed, our research with parents (Chapter 1) shows that informal flexibility is more common than formal arrangements, and that many parents are unaware of their formal right to request flexibility. 

The growth in informal flexible working, which also emerges from other research, is broadly welcome. However, there are potential drawbacks. Individual arrangements may be heavily dependent on the support of one manager, or may favour one individual or group over others.

Growing gap between best and rest 

In her review, Ariane Hegewisch points to a growing gap between the most flexible employers and the rest. For example, 60 per cent of British workplaces received no request for flexible working in 2006 (Hayward et al, 2007).

‘...in every sector of the economy there are companies which are highly flexible, and companies which only have a limited level of flexible working,’ she states. ‘...this suggests that there is no absolute barrier to flexibility, or at least that we are far from having reached such a barrier. The growth of flexible working observed during the last few years has much to do with flexible employers becoming more flexible, while progress in many other workplaces has remained more modest.’

Managers excluded

A significant proportion of British workplaces exclude managers from part-time jobs. This is also a problem in other countries. In retailing, for example, nearly one in five employers make full-time work a condition of managerial posts. Managers are less likely to try to reduce their hours. If they do, they are less likely to succeed. Individual rights are helping to change this, but need to be supported by broader measures to challenge full-time norms in senior positions.

 ‘My boss emailed me on his Blackberry about work 15 minutes after his daughter was born. Employers and employees need to think of ways we can increase productivity rather than the hours we spend at work and commuting - our children will benefit hugely for this’

Woman, married with baby

Senior executives often have much more individual flexibility about when they work than other employees, but little scope to reduce hours. Individuals’ ‘right to request’ can be a weak weapon in the face of an entrenched long-hours culture.

Both the German and British governments have introduced targeted initiatives to increase the acceptability of part-time employment at senior level. The £500,000 Quality Part-time Work Fund, launched in Britain in 2007, makes grants to employers to create part-time and job-sharing management posts.

A true reorganisation of work time and space, which would transform Britain’s workplaces, is being held back by entrenched long hours and fewer incentives than in other countries to focus on the quality rather than the quantity of work done. In this environment, senior executives who are open about adopting alternative working patterns can make a huge impact as role models (see case study of Chris Ainslie of BT in Chapter 5).

The need for management training

Trust is essential in managing a flexible workforce. Too often, managers resist more flexible working because they are fearful of losing control and reluctant to trust people to deliver the goods outside ‘normal’ working hours.

Our evidence and consultations have highlighted the need for more consistent investment in management training.

Over 80 per cent of managers responsible for flexible workers have received no training in how to handle alternative working patterns in their teams, according to Henley Management College. Medium sized employers are particularly likely to report difficulties in implementing flexible working.
Perceptions about supervisors’ support or lack of support are critical in whether employees ask for flexible working. In the current climate, the intensity of work, cost cuts, and tough performance targets may limit managers’ ability to focus on flexible working. These constraints on their time and resources need to be acknowledged.

Managers need the skills and confidence to conduct conversations with staff that unlock genuine flexibility. These skills include listening, negotiating and work scheduling. Empowering front-line employees to come up with flexible solutions is a good way to achieve business goals and increase employee engagement (see Sainsbury and Clock case studies, Chapter 5).

Case study: Germany’s drive for work-life balance
The 2007 Transformation of Work investigation by the Equal Opportunities Commission called for a more active role of government and public institutions in promoting flexible working.

One interesting model to consider is the German Government’s initiative to reconcile work and family life. It created an alliance of research bodies, employers, trade unions and non-profit foundations to examine the economic impacts and to develop and disseminate information and guidance about ways to change working patterns.

Each partner in the alliance has specific targets, and the Government coordinates progress in meeting these. As well as the national initiative, ‘Family Pacts’ encourage cooperation at local level by involving employers, unions, local government and service providers.

Typical local projects include:
· Developing a network of retired volunteers willing to provide childcare in    

emergencies or during unsocial hours

· Training programmes for women returning to the workforce

· Holiday camps for teenagers during the summer

The Federal Government also sponsors a ‘Family Atlas’, which publicly scores hundreds of cities and communities across Germany on:

· Work family reconciliation

· Housing and urban space

· Schools, further education and training

· Leisure activities for children and youth

Conclusions

Increases in flexibility in the UK owe much to a combination of informal negotiation, employers offering jobs flexibly and the right to request framework, with its unique variety of individual options that are attractive to employees, particularly men and to employers in providing business location and scheduling solutions.

It is important in providing employees with a process for asking for flexibility, particularly in workplaces still operating traditional working patterns, with no history or examples of the benefits of flexible working.

However, our research shows that awareness of the right among parents is low. Moreover, only a quarter of parents who work flexibly say they made formal requests to do so in writing.

Our proposals for changes to parental leave will strengthen its accessibility and deliver more equal provision and greater choices for working parents. They will also reduce the parenting and caring imperative of the right to request flexible working and so open up the potential for widening its scope to include flexibility beyond parents. Aligning leave and flexibility policy in this way will make them work better for parents and open up the possibility of wider flexibility provision for all. 

Based on our evidence and findings, the Commission believes that extending the ‘right to request’ to a ‘right to have’ is not the best route to innovative approaches to work. We want to see if flexibility continues to spread through good employer practice and workplace dialogue, so that it meets the needs of different groups, especially lone parents and carers and people working in male-dominated sectors.

To achieve this, there is a strong need for management training, as well as publicity campaigns to raise general awareness of the right to request and to target groups and workplaces currently excluded from flexibility.

Flexibility for all throughout the working life will reduce the risk that certain groups - such as parents of young children - pay a career penalty for working flexibly. We want to see if the right to request leads to wider types of flexibility, for different groups of people, or primarily results in more part-time working by women. On this, the jury is out.

Recommendations 

For Government:

· Investment in training managers to introduce flexibility and manage a flexible workforce (see also under the Commission)

· The skills funding package for smaller businesses announced by the Government in October 2008 should include managing flexibility

· Publicity drive to raise awareness of the right to request 
· Target campaigns at sectors and workplaces with little flexibility, to open up opportunities, particularly for men

· Use the Quality Part-Time Jobs fund for reluctant employers to try out flexible working by giving new fathers a ‘reserved’ month of reduced hours / flexitime / compressed hours

· BERR to work with employers to develop and support creative ways of working, through leveraging and re-configuring tax arrangements, particularly for smaller businesses. This could be effective in supporting the retention of workers in different work arrangements through the recession

· Alternative flexibility models like the German one, which include some financial benefits as well as a job guarantee, to make it easier for men to contribute actively to family life while continuing work
· More flexible and affordable childcare, including through extended schools, to support different working patterns for parents and business need to deploy workforce beyond the nine to five to compete successfully
· Legislation:
· Introduce a formal right to request a return to full-time work after a previous change in working hours, to be negotiated subject to business needs 
· Remove the 26 weeks eligibility criteria for right to request

· Extend the right to request to all employees alongside consideration of our proposals for improvements, including greater flexibility, to parental leave. 
For Commission for Employment and Skills:

· Include flexible working as a key element of skills and employment policy with strategies for delivery at national and regional levels. 
For local authorities:

· Provide local, independent advice on flexible work and childcare opportunities to parents and to carers, along Swedish lines

· Learn from the German experience - chambers and local government jointly to consider providing advice centres on flexible working in cities.
For employers:
· Include flexible work options in job ads

· Invest in developing managers’ skills in managing a flexible workforce

· Make clear that employees taking reduced hours have options to request more hours or return to full-time.
For the Commission:

· Collaborate on public campaigns for flexible working, both as a means to navigate the recession and as a source of competitive advantage for Britain over the longer term

· Improve awareness of existing rights to encourage wider take-up

· Create training packages to improve management of flexible workers: possibly using Train to Gain 
· Collaborate on building and publicising the business case and creating advice and guidance for employers.
The Commission is working with employers to provide new tools, including an interactive website with examples of better ways of working and a guide to be published in June 2009.
5: Case studies 

A new language of flexibility

Our discussions with leading employers have highlighted the need for a new language of flexibility. In public debate, flexible working is often seen solely as part-time working or discussed exclusively as an employee benefit, particularly for mothers of young children.

The development of new ways of working on the ground reveals a very different picture. Some of the most successful companies are trailblazers in changing the culture of work and re-designing how their people and workplaces operate. Important features are the use of technology and the openness of flexible working to all.

For these employers, a new vocabulary is emerging to reflect the transformation of work and the all-round benefits. Instead of the ‘f’ word, some use ‘smart working’, ‘agile working’ or ‘intelligent working’. Others talk about ‘alternative’ or ‘non-traditional’ working patterns – or the modern term ‘flexibilism’.  

Regardless of vocabulary, the crucial point is that, implemented and managed well, flexible working can produce benefits for both employers and employees, including higher productivity, better customer service, less waste of time and talent, and lower absenteeism.

This chapter features four short case studies that demonstrate these benefits, even in tough economic times.

As highlighted in Chapter 3, flexible working in management jobs, especially at very senior level, is still uncommon. The case below shows it can be done, with some imaginative thinking and support from the top.

Case study: BT: Smart-working senior executive
Chris Ainslie is a father of three and managing director of BT Global Partners, a business with sales of more than £500 million a year. From Monday to Thursday, he works 10-hour days. Then he switches off his laptop and mobile and devotes Friday and the weekend to family and outside interests.

Ainslie, 40, made his four-day week a condition of accepting a senior job with the telecommunications company when he was headhunted in 2005. His twin brother had died of a brain tumour in his 30s, a tragedy that made him focus on his priorities in life. ‘Up till then, I was working a 70-hour week and was the proverbial “virtual” parent who just provided the cash. I realised the time I want to spend with my family is now.’

A decisive moment at work came within weeks of his arrival at BT, when the chief executive called him to a meeting on a Friday. ‘When I told him I didn’t work for BT on Fridays, there was a pregnant pause. He said he didn’t know BT had a vice-president doing that. I explained why. Then he said: “That’s brilliant. We want innovative approaches.”’

By working a ‘compressed’ week at the second highest level in the company, Ainslie has helped accelerate the change in culture at BT and encourage a questioning of the need for inflexible hours, says Caroline Waters, Director of People & Policy.

Ainslie says his job could easily fill 80 hours a week. He does it in 40 hours by ‘ruthless prioritisation’, self-discipline and delegation. He and his team start each day by listing and acting on customers’ top priorities, and only then deal with emails. ‘I don’t touch any email twice,’ he says. ‘I also keep reminding myself to stop work at the end of the day, not to try to finish it. I make decisions far more quickly. I’ve never been more efficient than I am now.’

In his three years in the job, his directorate’s revenues have doubled internationally and grown 14 per cent in the UK, while profit margins have risen from 18 per cent to 23 per cent.

Key business benefits are:

· The creation of a group of seven experienced deputies, who take it in turn to run the business when Ainslie is away

· Increased employee satisfaction levels in his division

· A greater ability to recruit talented people based on the division’s reputation as successful and a good place to work

· Interest from client companies in ‘how to make flexibility work’.
Many smaller businesses already offer informal arrangements, without necessarily using the ‘f’ word to describe them. A survey by the British Chambers of Commerce found that over 70 per cent reported better employee relations as a result of flexible arrangements, 60 per cent found it easier to keep staff, and more than 50 per cent said productivity had risen.

The following example shows how small companies, and companies with a largely male workforce, can benefit from flexible working.

Clock: calling time on rigid hours

Clock is a small digital agency employing 32 people, most of them men. The award-winning firm designs and builds intranets and extranets, develops brands and creates online marketing campaigns for companies including BBC, Channel 4, J D Wetherspoon and News Corporation.

The Hertfordshire-based firm makes flexible working, and other work-life balance benefits, available to its employees, allowing them to design work around their lives, interests, needs and desires.

Clock knows some competitors pay a bit more. However, by offering people a better work-life balance, it says it can attract and retain highly skilled employees.

With only five leavers in 11 years, Clock has saved money on recruitment and managed to retain valuable knowledge. Another benefit of implementing flexible working is the low sickness absence rate.

Individuals have autonomy over how they work. Rob Arnold, a web designer, was able to work remotely while studying for a university degree. He says the flexible approach is a big draw for jobseekers. ‘The remote working gave me just the flexibility I needed, I was treated like a person and given responsibility which gave me the opportunity to shine.’ He has progressed with the company and is now studio manager.

‘If you really trust people and give them space, freedom and guidance, you will be repaid with dedication and enterprise,’ says Syd Nadim, chief executive.

Nadim’s tips on making flexible working a success include:

· Let staff know about the benefits and what it means to them financially (for example, a mobile phone is a great tax-free benefit and at £50 per month or more can be worth nearly £1,000 as gross salary)
· Be results-driven so that staff know what’s expected and by when. It’s two-way and openness is appreciated. Be fair and be firm.

(Updated from a case study in Flexible working - good business: How small firms are doing it, British Chambers of Commerce and Chartered Institute of Personnel and Development)

The ‘right to request’ involves individual employees and their needs. In the current difficult climate, a more fruitful approach may be for businesses to introduce or increase flexibility by asking staff to come up with alternative ways of working which suit their needs and those of the employer. Sainsbury, the supermarket group, has used this approach to good effect.

Sainsbury’s: bakers rise to business challenge

Shoppers today want to be able to pick up a fresh loaf of bread at any time. Bakers in Sainsbury’s stores mainly used to work fixed night hours so that warm bread was on sale only first thing in the morning, and intermittently through the day. Responding to customer demand meant a change to the bakers’ established hours, which had long fitted their personal lives.

One of the first stores to make the change was in Camden, north London. Instead of suggesting or imposing a big change in working hours, store manager Ziggy Singh sat down with the 15 bakers and explained what the business was trying to do. He asked how they would achieve it if they were the management team.

Bakery manager Lawrence Ijejh and his team of bakers went away and came up with a flexible system of two to three baking shifts a day to maintain a regular supply of fresh bread. They also agreed to rotate their hours each week so that no team member had to change permanently to a new shift that did not suit them.

After the change was made in 2007, bakery sales increased by more than 65 per cent in the first year. They are currently up 12–13 per cent year on year in the Camden store, says Helen Webb, retail human resources director for Sainsbury’s. Employee satisfaction in the bakery has risen 10 per cent since the change, to 93 per cent.

‘Camden was a catalyst and it’s the example we’ve used in every bakery in the country, where we’ve made the same change,’ says Webb. ‘Flexible working is paramount in retailing. We have to have conversations with people at least twice a year about moving their working hours to fit changing trading patterns. What’s important in these conversations is being very clear about the “why” without dictating the “how”.’

The supermarket group has recently invested in developing managers’ skills, with particular emphasis on the need to earn commitment and respect from colleagues. This means treating people as individuals, listening to them and involving them in change.  ‘Yes, the training is a reasonable cost, but the pay-off is that in the last 12 months we’ve seen a rise from 82 per cent to 95 per cent in the number of colleagues who agree that “my manager motivates me to do a good job”,’ says Webb.

In difficult economic times, having a large, flexible workforce has an additional benefit, she adds. It enables the company to respond easily to requests for different working hours when employees’ personal circumstances change. They may, for example, want to increase their hours if their partner has lost their job. ‘In most cases that would be possible.’

As described in Chapter 3, flexible working offers benefits in tough economic times as well as good ones. Some of the most progressive employers have made flexibility available to all their employees, like Nationwide.

Nationwide: staying flexible in the downturn

Nationwide, the world’s largest building society, believes it is essential that employees enjoy their work. By offering a range of different working patterns, it not only helps employees balance their work and home life but is able to provide customer service that meets the requirements of the business, which often operates outside conventional working hours.

The building society provides a variety of flexible working arrangements that fall outside the 9am-5pm ‘norm’, including job shares, part time or reduced hours, shift working, annualised hours, home-working and term time contracts to work with the school year.

It allows all employees to request an alternative working arrangement, and does not restrict this to parents and individuals with caring responsibilities. More than a third of its 20,000 staff work flexibly - around 12 per cent higher than the industry benchmark of 27 per cent.

Nationwide says it is still considering all flexible working requests in the current financial climate. Decisions on whether a new working arrangement is accepted depend on the benefits it offers to the business as well as the employee.

The society lists the business benefits of flexible working as:

· Increased job satisfaction, motivation and loyalty when employees are able to structure their work around family and other commitments

· A number of flexible working arrangements, such as term-time and reduced hours, help it retain skills that might otherwise be lost

· Ability to locate resources when covering peak workload periods, and to plan shifts more easily for when workloads decrease or fluctuate.
Lessons learned:

· Not all flexible working arrangements are suitable for every business area. It is important to consider how the change in working arrangement may affect operational activity and other members of the team or department, and assess potential difficulties

· Managers may find it difficult to fully support employees who work different hours or on a remote basis. It is important that both parties agree on how to manage workload, level of contact and performance. This should be reviewed at regular intervals.

Final Recommendations
There are many reasons for changing the way we work to incorporate greater flexibility throughout people’s lives. These include fairness and equality, business benefits to employers and the wider economy, the well-being of children and families and better quality of life for everyone.

Responsibility for these lies within different Government departments and is not currently ‘joined-up’.  

We therefore call for: 
· The Department for Business, Enterprise and Regulatory Reform (BERR) Parliamentary Select Committee to consider and take forward our findings and recommendations. 

· A high level summit to be hosted by BERR (as lead department), bringing together the Government Equalities Office, Department for Children Schools and Families (DCSF), Confederation of British  Industry (CBI) / British Chambers of Commerce (BCC), Trades Union Congress (TUC) and the Equality and Human Rights Commission to act on the recommendations in this report.

Next steps

Working better is a key area for the Commission and this report is just the first step in our major campaign to bring about a cultural and legislative change. Our next steps will be:

Phase One

1. To take forward the detailed plan outlined in this report for transforming parental leave in Britain. We will work with the Government to ensure that these legislative changes are effectively implemented.  

2. To work with employers to promote a better understanding of flexible working practices. This will include building and publicising the business case for greater flexibility and creating advice and guidance for employers. We will collaborate on a training package for managers on dealing with a flexible work force. 

3. To promote a greater public awareness of the right to request flexible working and the benefits of doing so.

Phase Two

Changing the way we work has the potential to benefit everyone in Britain, not only parents and carers. For phase two of our working better campaign we are developing a programme that will find ways of opening up better working choices for older workers, disabled workers and carers. 

In our ageing society, it is going to be particularly important to make sure we remove unnecessary barriers keeping older people who wish to work out of the job market. A major piece of research on the work and lifestyle preferences of people aged 50-75 is already underway and will be published in May 2009.  This will be followed by a major survey of the expectations and experiences of disabled people inside and outside the labour market, with employer case studies of innovative time and place flexibilities. 
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Appendix 1: Model specification 

The model estimates the total cost to the Exchequer of different policy options. It does this with reference to two main parameters: number of claimants and level of payment.

Number of claimants for a given policy is driven by:

· Total number of eligible claimants, influenced by eligibility criteria: for instance the current need to have been employed continuously with the same employer for at least 26 weeks and to earn in excess of the Lower Earnings Limit for NI contributions in order to be eligible for statutory maternity pay (SMP) / statutory paternity pay (SPP).
· Take-up: the share of all eligible claimants who opt to take their leave entitlement, whether in full or part. This will be influenced by, among other things, the attractiveness of the policy in terms of rate of pay (compared with salary), its flexibility and any incentives attached (such as a ‘use it or lose it’ condition).    

Further details of the assumptions used in the model are outlined below. 

Number of eligible parents
· The number of live births: this figure is a forecast based on 2006 (669,601 births) and 2007 (690,013 births) Office for National Statistics (ONS) figures. The number of births in the UK grew 3 per cent over this period. This growth rate was used to get to a forecast of 732,723 births in 2009.  

· This was compared to Eurostat forecasts. These project the UK population to grow from 61 million (1/1/2008) to 77 million (1/1/2060), with 42,359,100 births over the period. Assuming UK births grow at the same rate as the population, this implies that 2009 births will be 725,018. 

· Eligible parents: the number of mothers and fathers / carers eligible for the benefit. The proportion of parents eligible for each type of leave based on the number of births is calculated on 2005 figures - the year for which the best data is available:
· Births: 645,835 (ONS, 2005)

· Number of mothers eligible for SMP: 291,000 (Department for Trade and Industry (DTI), 2005, 'Work and Families - Choice and Flexibility')

· Number of mothers eligible for maternity allowance (MA): 60,000 (Department for Trade and Industry (DTI), 2005, 'Work and Families - Choice and Flexibility')

· Numbers of fathers eligible for SPP: 415,000 (Department for Trade and Industry (DTI), 2005)

· Therefore eligibility proportions are:

· Statutory maternity pay (SMP): 45 per cent
· Maternity allowance (MA): 9 per cent
· Statutory paternity pay (SPP): 64 per cent 
Eligibility uplift
· Where the policy option removes the eligibility requirement of 26 weeks with same employer, the eligibility proportions are uplifted by the proportion of employees that have been in their job for less than six months. This results in an uplift of 9.89 per cent when using ONS figures: 9 percent of employees have been in their current positions for less than 6 months (ONS, based on the 2008 Labour Force Survey).

Pay bands
· The claimants were divided into pay bands. For example: 19.3 per cent of mothers earned between £301 and £450 per week. This allows for socio-economic subtleties.

· All of the calculations were performed separately for each pay band before being totalled.

· For mothers, the pay bands used in ‘Maternity and paternity rights and benefits: survey of parents 2005’ (Department for Trade and Industry (DTI), Smeaton & Marsh, 2006, Table 3.1b) were used, but inflated by the Retail Prices Index (RPI) to current levels. The figures are based on a survey that used a nationally representative sample of mothers carried out during May 2005.

· Other sets of pay bands were considered including ONS data and Millennium Cohort Study (MCS) data. The ONS data was based on all working women. The MCS sweep 1 data at 9 months after birth was collected in 2001/2 prior to the introduction of new maternity and paternity leave provision in 2003. 
· Fathers’ pay bands were based on ONS data, 'Annual Survey of Hours and Earnings 2008'. It is based on all working men, adjusted for men of parenting age. It is assumed that fathers / carers earn the same salary as an average worker, which is more reasonable than for mothers. This data includes only employees who have been in the same job for more than a year.

Leave policy

· The duration of leave and the type of payment. For example, the current provision for maternity leave is 6 weeks at 90 per cent of salary followed by 33 weeks at 90 per cent of salary capped at £117.18. 
· Weekly rate: the weekly rate has been calculated based on the pay band and leave policy. For example: £117.18 per week.

· The leave policy for each option is detailed elsewhere in this report.

Take-up
· Take-up assumptions for each of the policies have been based on previous UK surveys of maternity, paternity, and parental leave utilisation and expert consultation drawing on international evidence. For example:
· In the proposal to improve statutory paternity pay from the flat rate to 90 per cent of pay, the model assumes an increase in utilisation from the baseline of 62 per cent of eligible fathers to 85 per cent for the whole two week period.
· In the proposal to introduce a dedicated, non-transferable ‘daddy month’, the model assumes 90 per cent utilisation of eligible fathers in week 1, reducing to 25 per cent utilisation in week 4. Utilisation by eligible mothers of a dedicated, non-transferable ‘mummy month’ is assumed to be at an 80 per cent constant through-out the four week period.
· The analysis has been guided by four main sources:
· Smeaton & Marsh. (2006) Maternity and Paternity Rights and Benefits: Survey of Parents 2005.Department of Trade and Industry (DTI) Employment Relations Research Series, 50. 
· La Valle, I. Clery, E. & Huerta, M.C. (2008) Maternity rights and mothers‘ employment decisions. Department for Work and Pensions, Research Report 496. 
· Moss, P. & Wall, K. eds. (2007) International Review of Leave Policies and Related Research. Employment Relations Research Series, 80. London: Department for Business Enterprise and Regulatory Reform (BERR). Available at: www.berr.gov.uk/publications 
· YouGov. (2009) Work and Childcare in 2009: a study of modern parents. Equality and Human Rights Commission. 
Total benefits paid
· Annual claim (£billion) = Eligible parents x take-up rate x duration of leave x weekly payment (£).
Exchequer inputs and calculation
· Inputs are required for the proportion of workers employed in the private sector and public sector and, within the private sector, the proportion employed by small and medium enterprises (SMEs) and large companies. These are used to determine the proportion of workers employed by SMEs and large organisations. 

· The above proportions and the amounts reclaimable from the Exchequer (inputs currently set for SMEs at 104.5 per cent and for large organisations at 92 per cent), are then applied to the total benefits paid to calculate cost to the Exchequer. 
Other assumptions
· The proportion of all births that are multiple births (and their magnitude) is reasonably constant.

· There is a straight-line interpolation of take-up rates between time periods, when there may be some convexity in reality.
· The rate of benefit paid to claimants within each pay band is the average benefit paid for the pay band. It is therefore assumed that the average benefit paid for the pay band is representative of the distribution of benefits paid within the band.

· A greater proportion of men are eligible for SPP than the proportion of women eligible for SMP. The calculations have assumed that the proportion of men eligible for paternity allowance (PA) is similar to the proportion of women eligible for maternity allowance (MA), which may be an overestimate and is therefore a conservative assumption.
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Endnotes
� Work and Childcare in 2009: a study of modern parents. YouGov. This research consisted of a large scale online survey of 4,500 parents, focus groups and immersions. This allowed for significant sub-group analysis to examine the similarities and differences between, for example, dual and lone parent families, religious and non-religious parents, lesbian, gay and bisexual parents,and heterosexual parents and disabled and non-disabled parents. Findings for these sub-groups are set out in detail in the full YouGov report.





� The review we commissioned compares UK legislation with that in other European countries. The full report, ‘Flexible working policies: a comparative review’, by Ariane Hegewisch of the Institute for Women’s Policy Research in Washington DC, is published separately.
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� In this chapter we also use the term parental leave policy to mean all leave and pay arrangements for parents of young children.
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� The EC proposal is for 18 weeks’ maternity leave and the principle of 100 per cent of pay: Proposal for a Directive of the European Parliament and of the Council amending Council Directive 92/85/EEC on the introduction of measures to encourage improvements in the safety and health at work of pregnant workers and workers who have recently given birth or are breastfeeding, COM(2008) 600/4.
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� UK GDP based on forecasts for 2009 from the Economist Intelligence Unit.


Norway spend on parental leave based on the national budget for 2008.


Sweden spend on parental leave derived from ‘Social Insurance in Figures 2008’.


Norway and Sweden GDP based on 2008 figures from the Economist Intelligence Unit.





� The research was conducted primarily by a review of literature on rights to alternative work arrangements in high income countries. More in depth investigation, including an examination of available policy documents and contact with national experts and/or stakeholders, was conducted in France, Germany and the Netherlands, the countries of greatest interest to the EHRC because of the universal approach to flexible working rights, as well as Australia, New Zealand and Norway. For the UK, we consulted the views of the Confederation of British Industry (CBI), the Chartered Institute of Personnel and Development (CIPD), the Trades Union Congress (TUC) and the Union of Shop, Distributive and Allied Workers (USDAW). 





� The right to request time off for training is based on the right to request flexibility model. The new entitlement would apply to all employees with 26 weeks' minimum service - currently 22 million employees. It is currently passing through Parliament and is expected to receive Royal Assent later in Autumn 2009. 





The Commission would like to thank Alison Matiland, who wrote several sections of this report. 


























Contact us


You can find out more or get in touch with us via our website at: www.equalityhumanrights.com or by contacting one of our helplines.





Equality and Human Rights Commission helpline – England


Telephone: 08456 046 610


Textphone: 08456 046 620


Fax: 08456 046 630


9am-5pm, Monday to Friday, except Wednesday 9am-8pm.





Equality and Human rights Commission helpline – Scotland


Telephone: 08456 045 510


Textphone: 08456 045 520


Fax: 08456 045 530


9am-5pm, Monday to Friday, except Wednesday 9am-8pm.





Equality and Human Rights Commission helpline – Wales


Telephone: 08456 048 810


Textphone: 08456 048 820


Fax: 08456 048 830


9am-5pm, Monday to Friday, except Wednesday 9am-8pm.
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