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Pay Equity and Equal Employment Opportunity in New Zealand:
Developments 2006/2008 and Evaluation

PRUE HYMAN’

Abstract

This paper is the third in a series of papers upgdatevelopments relating to pay equity and
EEO and evaluating their impact. As with the pregipapers, it focuses primarily on gender,
but also discusses the overall situation and taidreissues related to ethnicity, age and
disability. In the last two years, the broad pulskctor, assisted by the Pay and Employment
Equity Unit in the Department of Labour, has madgificant progress in reporting on
gender issues in most departments and in somegddhs public health and education sector,
but practical action to reduce remaining gender gegys is a slow process. This paper will
discuss these public sector processes and alguritfate sector situation in the context of a
period where women have surpassed men in termguchéon outcomes, therefore, the need
for vigilance around women'’s position in the labouarket is increasingly questioned. With
respect to ethnicity, despite non-discriminatiogidiation, there is substantial evidence of
problems encountered by many immigrants enterirgg [#bour market. The paper will
examine recent evidence on discrimination on thsisbaf ethnicity, age, disability and
reports/recommendations for its elimination.

Introduction

This paper is the third in a series of papers updatevelopments relating to pay equity and
Equal Employment Opportunity (EEO) and evaluatitgirt impact. The 2006 paper
concluded that reductions in gender and ethnicualty in educational and other human
capital acquisition have occurred partly from goweent action, however, partly in spite of it,
they were likely to continue, given social changessure from the groups previously denied
equal access, and the economic imperatives tolusardabour resources fully (see Hyman,
2006). These factors (i.e. government action, $cbi@nge, etc) were assessed to be of greater
significance than legal requirements and policytiatives towards employment equity
(Hyman, 2008). These predictions were close tanthek, however, current world economic,
financial, and credit turmoil makes ongoing progresore uncertain. This paper examines
and evaluates developments in pay equity and EEBeihast two years. It focuses mainly on
gender issues but also touches on other dimensibi€O, including age, disability and
ethnicity.

' Adjunct Professor of Gender and Women's Studiegitovia University of Wellington, New Zealand,
Prue.Hyman@vuw.ac.nz
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Pay and Employment Equity (PEE) in the Broad PublicSector

The establishment and early work of the Departroéhtibour’'s Pay and Employment Equity
Unit, in accordance with recommendations from tB84&2Taskforce on Pay & Employment
Equity in the Public Service, Public Education &ublic Health, was a major focus of my
2006 paper. Since then, Phase One of the work éws &imost completed, with 35 of the 39
core public service organisations having finishegirtreviews. In the public health sector, 5
District Health Boards (DHBs) have completed redeand others a validation process,
leading to a Report and Response Plan which has gotihe Minister of Health. The public
education sector is similarly placed with respecst¢hools and kindergartens. In Phase Two,
local governments have started its reviews, witlsbGine District and Waitakere City
Councils being the pioneers, together with thredsCRhile 14 polytechnics/institutes of
technology and Te Wananga o Aotearoa are stattiedertiary education sector process and
discussions are under way with universities. Thét bas provided tools and assistance to
organisations undertaking reviews, with the proessireamlined and made more consistent,
with a view to higher standards in later reviewsisTwas made possible through the
development of the Pay and Employment Equity Analysol (PEEAT), to help generate the
relevant gender profiles from human resources dafthe Unit's website,
www.dol.govt.nz/services/PayAndEmploymentEquityrdasp is extremely informative,
with case studies of reviews from a number of depants, detail of the tools used, and a
regular newsletter.

The emerging themes from completed reviews areel@tarting salaries for women, barriers
to career development, lower performance pay, and gaps ranging from 3% to 25%,
varying by department and occupation. Women'’s irep@so tended to be lower in female
dominated occupations. Some reviews found that sacbupations received lower
remuneration than male dominated occupations oilasinob size — a major equal pay for
work of equal value issue/pay equity. Several respdid not know if the job sizing had been
done in a gender neutral manner, while othershated the result to market factors, the issue
which has long been the nub of the debate betwqeal e/alue advocates and opponents.
Comparisons are often made within roles, where gaps are fairly small, though still
important, bringing up EEO issues. However, ithis aps between roles, raising equal value
issues, where little is said, other than to not¢ famale median salaries are low in female
dominated work.

A draft overview paper being prepared by the Pay Bmployment Equity Unit includes
material on pay and employment equity issues feerseé specific groups of employees. One
such group is administrative/clerical support woskén particular, they have been recognised
in many reviews as a group whose pay, opporturdiesexperiences of fairness and respect
deserve attention. The DHBs response plan recomgnemdstigating whether there is scope
for a full pay investigation for clerical workerkr the majority of reviews administrative
support staff have been found to be the lowest paadipation, and in every case they are a
female-dominated group. Administrative staff algpically have limited or no opportunities
for career (and pay) progression. In some reviéeyg have been found to work overtime that
is unpaid when other staff groups receive overgoag. Some reviews have recommended a
pay increase for these employees (and in some tasdsas occurred already). A number of
reviews have recommended that the pay of admitistrataff be the subject of an in-house
job evaluation. Some organisations have introdliogited career steps for clerical workers.
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Ongoing monitoring is essential in this and marheotareas, including starting salaries. One
review saw this as simply a market issue while msthsaiggested educating managers and
having greater transparency about pay rates —dtter lagainst many recent trends. The
assumption that this would enable women to be #&blbargain their starting rates more
assertively, however, removing the gender dispastgisputable. There is literature showing
that gender related socialisation is an importantdr on behaviour differences in this area.
Consistency of offers based on standard criterialmeaa better approach.

An informative forum, organised by the Unit, waddhan April 2008, where its Director,
Philippa Hall, outlined the progress to date ors¢heeviews, the tools, and the extension of
the review process. One important upcoming deveéopins a limited extension to the private
sector, covering responsible contract policy gomvernment-funded outsourced serviges
parts of the health sector. In November 2007, Galagreed that pay and employment equity
should extend to all DHB employees delivering sssithat a DHB has an operational
obligation to ensure are provided, irrespectivevbéther they were employed directly by the
DHB or by an organisation contracted to it. Anothera start on the first two pay
investigations recommended by reviews, covering §¥6cial workers and special education
support workers. The latter work one-to-one witlecpl needs children and are a female
dominated group, working part time and without sigwf tenure, earning from $13 to
$17.60 per hour. The starting wage is now only aigive the national minimum of $12 per
hour, as of April 1 2008. Gender neutral job evatra(the EJE scheme) has been used to
make comparisons of the value of the work agairisbp officers and hospital orderlies and
the results will be available shortly.

Two other PEE sponsored projects under way aredbroaxercises to evaluate female
dominated work in the services sector. The firstésigned to identify and value hidden

service sector skills common in female dominatdxs$ jon working with sick older people, the

possible unnamed skills outlined included tactptab(managing to talk about areas normally
too hard to raise, such as organ harvesting) litpdubtle responsiveness to physical cues)
and tacitness (fast responses to situations thromgfficial knowledge). This approach has

been used to generate a typology of three typeskitif sets and levels in service work,

awareness shaping, interaction/relationship shapimg coordinating skills. The final product

will include tools and guidelines for use in retmnt and performance management.

The second is the application of the Equitable Behluation scheme—designed by PEE
consultants — to community support workers for peeyth intellectual disabilities living in
houses provided by the not for profit and privagetsrs. With very low wages determined
primarily by public sector funding formulae, thisnfiale dominated job (top rate $16.20 per
hour: 76% female) makes emotional, sensory, andsiphly demands and carries
responsibilities which could be missed in manygobluation schemes. Employers, several of
which were experiencing staff and skill shortagagported the project, being powerless to
raise wages unless the government is preparecdhtbsuch increases. Comparators used were
therapy assistants employed by DHBs, a fairly sirfémale underpaid group but higher paid
than the support workers, and correction officarsjale dominated group with considerably
higher pay than both. All were at ANZSCO skill leeand all were found to have similar
total job point scores, albeit with different pati® on the various factors. Correction officers’
pay increases with internal training to $51,2577,$%1 more than community social workers
(DOL PEE Steering Group, 2008).
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There is no policy or legislation enabling thessutts to yield pay increases, but they make a
powerful union campaigning case, and one for engrboyo use in contact negotiations with
government. All these detailed examples from thaltheand education sectors in caring,
support and other services work, ultimately relyincreased government expenditure from
taxation to fund adequate wages for undervaluedhlierdominated work. Funder-provider
splits, contracts for services and hands-off indaistelations structures make it extremely
hard to improve wages in these areas, particulahgn government budgets are tight and
economic crises loom. These issues will continuggléerm, due to improved medical
knowledge and technology and greater longevity ireggever more caring work, paid and
unpaid. However, with government expenditure ungi&ssure, especially given the pre-
election statements of the new National governnerh funding is unlikely.

A case study of homecare by Janice Burns furthefarees the issues in female dominated
caring work. Outlined on National Equal OpportugstiNetwork (NEON), a partnership
between the Human Rights Commission and the EEO stTruwebsite
http://www.neon.org.n3/ this study outlined the triple bind faced by dkands of working
women in New Zealand — poor pay, an under-valuedafe-dominated occupation and
government-funded contracting arrangements for industry. She concluded that solutions
still appear elusive and constrained by an idechigtraightjacket. She explained the way in
which the contracting arrangements under the fupdwrider split are highly non
interventionist over staff conditions and stateat:th

“...there appears to be no logical or empirical bdsisthe contract price currently
offered to providers. Any institutional knowledgetin the Ministry of Health on
how the funding formula was established and howutsency is maintained seems to
have long gone... At the moment the governmentdaidh level that does not support
the pay and employment equity goals it supportét$oown staff” (Burns, 2007).

Burns recommended

“four remedial steps:

1. Undertake an assessment of the actual skills redjuwmr quality homecare
work and the market rate for these skills

2. Assess the costs to the employer of building a iyuand sustainable
workforce

3. Develop a funding formula that fairly includes ale costs to provider
businesses (including reasonable profit margirestist business survival)

4. Develop government contracting minimum standardsg tequires evidence

based on good labour practices of those receiviogietare provision
contracts. This would include fair pay and emploginsonditions, meeting
legal requirements around provisions such as saekd and holiday pay,
and covering all costs associated with the perfageaf the job” (ibid).

The National Advisory Council on the EmploymentMgbmen celebrated its #Ganniversary
in September 2007. Their review of the period andvesys of critical issues today are
excellent resources (NACEW, 2007; 2008). The latieludes arguments for the efficiency
case, in addition to the equity case, for pay ggoit more particularly equal pay for work of
equal value.
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“As well as considerations of fair pay, the lackretognition of the full range of skills
and responsibilities involved in many female dortedaoccupations is inefficient.
Where occupations are undervalued, ‘productivergiai tends to be constrained as
a consequence of both inadequate recognition dffigations, and limited access to
training or career paths. The establishment of raurtty along with pay parity for
midwives is an example of a productivity gain taisty through the recognition that
midwives had the skills to practice autonomouslAQ¥EW supports the focus on
achieving pay equity in the public sector beingeexied to the private sector in the
near future” (NACEW 2008: 15).

NACEW'’s current work programme prioritises four asequality of work, Maori and Pacific
Women’s Employment, and caring and working.

Before turning to private sector issues and thoseering all employees, it should be
mentioned that the ongoing provisions of the S8sdetor Act, 1988, require Public Service
CEOs to operate as ‘good employers’ which, inter, ahvolve proactive Equal Employment
Opportunities programmes, covering at a minimumpiMavomen; ethnic minority groups;
and persons with disabilities. Some monitoring rafigpess for each group ensures a degree of
accountability and some progress has been madd! fmoups.

Equal Employment Opportunity and the Minimum Code — Gender and
Family Issues

In the private sector, there are indicators showlirag there is still a long way to go to achieve
gender equality. These include the low represamtaif women in the modern apprenticeship
scheme at one end of the employment spectrum andhithiscule improvement with respect
to directorships of private sector companies atdtier. The top 100 firms on the New
Zealand Stock Exchange still had only 8.65% womieactbrs in 2008, up from 7.13% in
2006 and 5% in 2003 (Human Rights Commission, 2008ae Modern Apprenticeship
scheme, covering about 10,000 young people, is lpnaimmale domain with the female
proportion having increased only from 6.6% in 2008.5% in March 2006 and then 9.3% in
December 2007. Women were over one-third of paditis in tourism, public sector, retail,
hospitality and seafood, but a miniscule proportiorthe male traditional areas (15 out of
1536 in engineering and 5 out of 1618 in buildimgl @onstruction, the two largest groups
overall). Clearly, thirty years of work to encoueagiomen into these trades has had little
impact.

A piece of research undertaken by the New Zealameh€ll for Educational Research for the
Ministry of Women’s Affairs (Ministry of Women’s Adirs, 2008) investigated young

people’s career decisions with particular referetecegender segregation in the trades. It
showed that Industry Training Authority coursesyering a much larger group of over

125,000 employees, show similar gender segregaidnle 28% of trainees at September
2006 were women, only similar areas to the ModepprAnticeship Scheme were gender
balanced. In forestry, for example, only 9% ofriesas were women while hairdressing and
community support services were female dominated.

The aim of the study was to examine the intercotmes between gender, gendered ideas,
and career decision making on ‘how and why' youegple navigate to, or avoid trades-
related pathways. It was commissioned as part of A®\plan to improve the economic
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independence of New Zealand women and to decreasiegsegregation in the workforce.
The research included focus groups and interviewis young people ranging from junior
secondary students to fully qualified employeegjuiding 86 young women and men in
trades-related pathways. It found that:

“...gender stereotypes and dominant hetero-normatiseourse continue to have a
major influence on young people as they imagine tapaut possible selves”, even
though “the narratives of some of the young tradesen interviewed disrupted —
transcended even — gender-normative discoursesarging degrees” (Ministry of
Women'’s Affairs, 2008, p.v).

Recommendations included initiatives involving magencies on career decision making
and extensions of the skill sets seen as needettade training to include financial
information technology, customer service, peoplé aationship skills, as well as problem
solving, innovation, creativity, design, complexject management, and the ability to adapt
to change.

The fact that women in trades and factory job$ atien have to deal with discrimination is
illustrated by one long running case. In June 2@0&,High Court rejected Talley’s appeal
against the 2005 Human Rights Tribunal decisiomguthat the company had discriminated
against Nelson woman, Caitlin Lewis. She had beéshatrimmer at Talley’'s Motueka fish
processing plant from 1999 to 2001, and was predeftom being a filleter because she was
a woman (for more detail on the earlier and receaterial, see Hyman, 2007; 2008). The
Court ruled that this was a clear case of gendsridnination and awarded her compensation
for lost earnings. The Human Rights Commission idesd the decision as a ‘landmark’ win
against sex discrimination. The details of the prdgnt on the two jobs and practices at
Talley’'s make fascinating reading. As in so marysjothe realities of work go well beyond
the job titles. The Court concluded that “the viaoias identified in the roles do not in our
view alter the essential similarity” (High CourtQ@: 43). The judgment noted that, though
both jobs required superior knife skills, Talleg®l not promote skilled trimmers, who were
invariably women, to fill vacancies in the fillegirine, preferring to employ totally untrained
people and give them minimal instruction.

“The reason she received less money was becausgasheade a trimmer, and the
reason she was made a trimmer was because she waman - Talleys did not

directly pay her less because she was a womangdibatimination need not be

deliberate” (ibid: 52).

It added that Talley’'s was entitled to pay one f@simore than the other, but could not
prohibit people from moving between the jobs beeafgheir sex.

NACEW'’s involvement in pay and employment equitgludes a partnership with the Human
Resources Institute of New Zealand to make avaladsources adapted from PEE tools for
the private sector. It isdesigned to assist employers to assess where tdr&y so they can
be confident about their practices and addressraqgities that become apparent”, (HRINZ,
2008). It points out that:

“...men can also be adversely affected by unequal grady employment. Although
they are likely to earn more than women, the trafflesan be continuous, full-time,
long-term involvement in employment even if theyuleblike more choice around
work and life options. New Zealand and internatloresearch shows that men,
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particularly young men, would like to be more inxed with their children but lower
women’s pay is one reason why mothers continueetdthk primary caregivers and
fathers the primary breadwinners” (ibid).

The rationale for ensuring pay and employment ggsiicovered, together with downloadable
resources on the business case and how to do ¢éagtereviews.

Minimum code provisions, such as the minimum wagek leave, holiday provisions and
parental leave, together with some government progres, such as provision and subsidies
for child care, and policies, for example thosebosastfeeding in the workplace, also have
EEO impacts. Those which particularly affect pasemtith dependent children have
substantial gender impacts in practice, since wooostinue to take the major role in family
related responsibilities despite the point madevalibat many men would like to be more
involved. The CTU estimates that of the 91,000 workers formwltibe latest minimum wage
boost (in April 2008 to $12 per hour) directly lemla pay rise, 61,000 were womdrheir
submission in 2007 sought a minimum wage indexe@6% of the average wage, which
would raise it to $15 per hour. They also soughtirmrease from 80% to 90% of the
minimum wage for the trainee rate which recentiylaeed the youth rate. The Greens and
Maori parties supported, in 2008 election, manifeghis immediate increase to $15. Maori
and Pacific workers, especially women, are everensoncentrated than other women in low
paid work.

Further improvements to parental leave eligibiliparticularly for casual and seasonal
workers, and to the length of leave and level gihpent were foreshadowed in some Labour
pre-election speeches but cut from early plans wtheneconomic crisis hit and are highly
unlikely to be taken up by a National led governmé&reating family friendly workplaces
and assisting individuals to secure a satisfactask life balance is now a common mantra.
The Flexible Employment Arrangements Act, 20fiTarantees a right to request flexible
working hours by parents with young or disableddten. While requests rather than major
obligations are imposed by this approach, it calldnge the climate as the case with similar
legislation in the U.K. However, there wakear evidence in the PEE reviews of part time
work and requests for flexibility being seen aseklof commitment to the job and holding
back career options, especially for women. An arkare some progress for women is being
made is that of the protection for breastfeedinthenworkplace. In addition to legislating for
minimum meal and rest break requirements, amendnterthe Employment Relations Act in
2008 require employers to provide, where reasoreaidiepracticable, facilities and breaks for
breastfeeding. The qualification may limit real &aps, but at least a code of employment
practice and guidelines is supplied. However, sem@loyers still flout anti-discrimination
law with respect to parenting. A waitress and a fmanager have recently been awarded
compensation by the Employment Relations Authdatywrongful dismissal following each
informing their employers of their pregnancy.

Clearly, issues of how to ensure that employees amanbine paid and caring work are
receiving ever more attention, although as alreadicated, there is a great deal of
ambivalence in dealing with them. The EEO Trusg thamilies Commission and the
Department of Labour are among the organisation®ading for family friendly cultures
and policies, and a good edited collection expldhes complexities and nuances for both
women and men, including unpaid caregivers, Mand Racific women, and older women
parenting for the second time (Waring and FoucH&)7®2 The Families Commission
researched perceptions and experiences of flewibt& using focus groups, case studies and
a survey of 1,000 people. The benefits for famiiese clear in terms of reduced stress levels
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and improved quality of time with families. Howeysubstantial numbers reported that they
did not have the flexibility they wanted while othexperienced a trade off of flexibility for
lower pay and status. The culture of a workpldegqa a big part in whether or not staff felt
able to seek flexible work arrangements, with negaattitudes of managers and colleagues
the main barrier, even when there were, theordtjcalipportive policies in place (Families
Commission, 2008a). By investigating how parentsking non-standard hours organised
care for their preschool children, the Commissionnfd that while a few had ideal childcare
arrangements, others were not adequately supportédd to make complex arrangements
(Families Commission, 2008b). An EEO Trust pilosearch project covering employees
from 15 workplaces explored the relationships betwevork-life balance, employee
engagement, discretionary effort and productivithe relationships which emerge are
complex, but confirm previous literature includititat of the Families Commission which
indicates that just having work-life initiativesngt enough to achieve increased performance
and productivity — there needs also to be a sumgovtorkplace culture. Senior managers,
who are a crucial factor in the implementation airkvlife strategies, tended to rate their
workplace’s work-life culture higher than their lemlevel staff (EEO Trust, 2007).

Caveats about the reality of family friendly (or nkdife balance or flexibility in workplaces)
rhetoric and policies have already been raised. eSecommentators go further in their
sceptical analyses, for example, arguing that s@cid economic goals in this area are not
mutually compatible. One thesis on the politicswadrk life balance find that work life
balance has “negative implications for fairness aqdality, amongst New Zealand workers
and between men and women. However, the genderaheutid individualised language of
work life balance masks its discriminatory systegfiects” (Domett, 2006: 1). Tania Domett
conducted two organisational case studies as veelinterviewing key stakeholders. She
found, perhaps inevitably, that work life balansgrimarily sold to business for its efficiency
gains — or “its capacity to reinforce and suppather than cushion market forces” (ibid: 58).
This tends to lead to a two-tier approach whereiaclwhite-collar professional workers,
mainly women, have easier access to its provisiouis,nevertheless, often lose out on career
progress, as suggested earlier from PEE work. Me#ewmen tend to be constrained from
attempting to use such policies because of thagpense of the woman as caregiver, men as
breadwinner model and the threats to their pay earéers. “In this way, both men and
women are captive to historically embedded gendiesy structures, and norms” (ibid: 58).
Lower level workers have even less bargaining paavel their insecure patterns of perilous
work may be misrepresented as allowing work-lif@abee.

A related challenge to the whole basis of the agghoof EEO implementation in practice
includes a detailed case study of an unsuccespflication for some special conditions
(Simon-Kumar, 2008). This concerned a full time vammemployee in the public service
who, as a sole parent with child care issues, dowgtvork additional hours at one period
(when her child was overseas with the father) tuawlate some time off in lieu for a period
when she would have sole custody. Such time inwWeas not within current policy in the
employee’s position but was viewed by the appli@nteasonable in her circumstances, and
given the policies, guidelines, and strategiesesfdrganisation, which is also covered by the
State Sector Act EEO provisions mentioned eaillievas declined on the basis that work life
balance initiatives “need to be balanced with &md equitable treatment of all staff, meeting
business requirements, and being consistent withrddR policies” (ibid, p 28), with the
particular area of work seen as not suitable foetbanking and the lack of normal time in
lieu provisions in her position. Simon-Kumar (20@&es discourse analysis to discuss the
different interpretations of fairness, equity, atidcrimination adopted by the applicant and
the employers. For the claimant, fairness shoutdgeise difference and social disadvantage,
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while for the employer it was interpreted in terofigqual and the same treatment for all. The
employer’s understanding of EEO is largely framgdadiberal managerial discourse, rather
than the more radical model which underlies theasqustice EEO and collectivist claims for
disadvantaged groups

Gender Issues — Are Women still Disadvantaged in éhLabour Market?

Earlier sections of this paper have pointed tosavda@ere women remain disadvantaged in the
labour market, including their predominance in lpard work. In addition, there is only very
slow progress on closing the overall gender easngap — the female male earnings ratio in
the June 2008 Quarterly Employment Survey is 87@%verage hourly earnings and 79.6%
for average weekly earnings. Furthermore, publataseand recent graduates starting salaries
data, from NZVCC surveys, appear to indicate anoomgy problem. However, with New
Zealand women’s educational achievements havinghtaup to or surpassed those of men’s
in many respects, some commentators argue thalitgdues been achieved or exceeded and
male disadvantage needs addressing, at least edti@tion system. Women now constitute
over half of new graduates; in 2006 63% of Bachelegree completions, 58% of Masters
and 51% of Doctorates. However, achievements byevoane, at times, portrayed as being at
the expense of men and any special provisiondttthé position of Maori and other ethnic
groups or women regarded with suspicion, whetherthe educational system or in
employment. This seems unfortunate that as theatidnal outcomes for both genders is in
fact improving yet disadvantages in the labour reafar women still continue. Alarm about
the female majority of students may be excessivermthe number of tertiary students is still
growing fairly rapidly and the number of male stutdewith it, the number of females is
simply increasing faster. More sophisticated aredys gender and ethnic gaps, including the
heterogeneity of choices and outcomes for both woarel men and the role of choice are
called for in a paper discussing the issues inildetahen does a minor difference become a
worrying disparity? (Callister, Leather and Holp(B).

One aspect of these debates is whether there mngoing justification for women-only
scholarships. This has been queried by Paul Gallisgad author of the paper cited above,
who has asked the Human Rights Commission (HRQottsider the question. The legal
justification for exemption of women-only scholagsh from the gender discrimination
provisions of New Zealand human rights legislatiests on redressing past discrimination.
Callister believes that women-only scholarshipsutthanow be made gender-neutral so
anyone in need could apply. He also asked the Cegiomi to rule on the legality of men-only
scholarships in fields such as early-childhoodteadraining and nursing where men have
long been underrepresented. As this is analogotisetoase for women-only scholarships, the
case is strong. The HRC is working on the broadsud, but has pointed out that where
scholarships for women, men or any other specifiexip are offered by charitable trusts,
they are exempt from the provisions of the HumaghRi Act 1993. However, the social case
needs examination, and there are indeed more sshigda for women only than for men
only. Many of these are aimed at helping women iai@as where they are still
underrepresented — engineering, physical sciemoesputing. A case can still be made for
these and for second chance scholarships for aideren returning to education, given that
societal and family expectations meant that womereuess likely to get a first chance when
they were young.
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Some raising similar issues have done so in aéasoned manner. For example, Massey Pro
Vice Chancellor James Chapman, at a School of Hducgraduation in which only 15 of
158 graduates were men, referred to the signifidaatine in interest of males in primary
school teaching. He speculated that one of the maators was “the gradual feminisation of
education in New Zealand, in terms of policies adl\as teacher gender”. Whether it is
desirable to attract more men to teaching, and ii®w, is worth debating. One way might
be to pay teachers more, both male and femalacplary in technology and mathematics,
the chief areas of shortage. But Chapman wentdyréccording to the Manawatu Standard,
22 May, 2007, saying “New Zealand now has one efléingest gaps in the world between
male and female achievers, with men coming outdbkers.” Given the labour market gender
differences outlined above, this cannot be subistizot

Equal Employment Opportunity — Age, Disability and Ethnicity

With the only legislative underpinnings for EEO the private sector being the anti-
discrimination provisions of industrial relationscehuman rights law, the main developments
have been in education and provision of resour@emtourage employers to make the best
use of all groups of employees. This is togethign & diverse workforce and the workplace
flexibility discussed earlier. For example, the EH®ust's Work & Life Awards give
publicity to firms making effective efforts with spect to such flexibility and hopefully
inspire others as well as suggesting specific aggtres. The Trust also alternates annually a
Diversity Survey and a Work-Life Survey. The DivgrsSurvey measures how well New
Zealand workplaces access and value the talendsdiverse population and tap into their
creativity, initiative, intelligence and skills. 12007 Survey was completed by 364
organisations which employed 242,813 people. Inébthat best practice organisations had
lower staff turnover than others.

A combination of the ageing of the population akdl shortages that have led to seeking
employees overseas, have created a particular éocaokler workers and migrants. The Equal
Employment Opportunities Trushitp://www.eeotrust.org.ny/publishes research, makes
good practice awards and assists employers with ESGQurces. Benefits to firms adopting
such policies are emphasised in terms of a satisfmkforce and productivity enhancement.
It should be noted that the research discussedighout this section, particularly when
individual views of employers and employees ar@rgal, is subject to a number of provisos.
Contribution to most of these surveys is entireblumtary, so those who are the most
interested and favourable to the perspectives &fing diversity are likely to take part.
Employers and managers may also, inevitably, ilhate their organisations in the best
possible light. Many of the publications give a lfthaull, half empty’ evaluation of the
situation, which probably reflects realities, bhbere is little objective evidence to evaluate
how effective the resources are, what proportioremiployers are convinced and behave
accordingly, and what proportion of disadvantagexligs are still subject to discrimination.

With respect to older workers, these guides to eygps include Valuing Experience (Human
Rights Commission et al, 2008). It is based ongbespective that smart organisations are
redesigning work to retain older workers as thegdn& do with the ageing of the New
Zealand workforce. Almost a quarter of New Zealandorkforce is aged between 50 and 64
and the proportion will increase, together withsh@ver 65. The guide provides information
on older workers’ rights and responsibilities tdget with tips for employers. It includes
information on recruiting and retaining older warkework design, job structure, effective
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supervision, managing performance, training ancebgment, and motivation and rewards.
By recognising that older workers are a valuablsouece for employers at a time of
demographic change, skill shortages, changing nwrkand the need for increased
productivity, the report emphasises the importaoteetaining the skills, knowledge and
experience of older employees and of not overlapkimeir potential when recruiting. It
includes 12 tips for employing older workers andestdownloadable checklists. Employers
are enjoined that they will need to pay attentiorthie needs, aspirations and expectations of
older workers, involving a willingness to do thdéldaving (extract only):

“Treat people as individuals — one size rarelydits.. Deliberately consider the needs
of older employees and make sure that policiespaactices work as well for them as
for younger employees. Involve older workers inisiens that will impact on them.
Develop a culture that values age and experiertdain@n Rights Commission et al.
2008).

The EEO Trust is giving similar messages, with repbased on employers’ and recruitment
agencies’ experience. Research with EEO Employemigsmembers showed that many
place a high value on older workers, appreciatimgrtreliability, experience, stability and
loyalty (EEO Trust, 2008a), Recruiters reported enmixed experience of appreciation and
resistance, the latter largely related to percepticoncerning energy levels, flexibility, and
ambition. They stressed the importance of a skilsed focus during the recruitment process
to ensure that the best person was hired, regardfesge. Some recruitment consultants still
heard of people in their 50s having difficulty abtag an interview, let alone a job, but most
believed that employers’ attitudes to older workeese becoming increasingly positive (EEO
Trust 2008b).

The New Zealand Disability Strategy is a tool tgmove the lives of people with disabilities,
including their position in the labour force. Itmplementation Review reported on the
progress made by central government agencies ingpiting the strategy between 2001 and
2007. It involved wide consultation with disableegople’s organisations and support
providers as well as government agencies. One aspdhe strategy relates to meaningful
employment and adequate income. Objective 4 regjulie provision of opportunities in
employment and economic development. In 2001, amated 44% of disabled adults were
in the workforce as against 74% of non-disabledtadwith a consequent large income gap.
While there has been considerable improvementarptbvision of employment opportunities
and removal of barriers, there is a perception ofagn centre-rural gap and less opportunity
for those with more complex needs or intellectuadalilities. The report states that,
throughout the interviews, it was clear that maisabled people continue to feel a sense of
frustration and disappointment at the slow pacehaige (Office for Disability Issues, 2007).
Adoption of the Convention on the Rights of Persaith Disabilities by the United Nations
on 13 December, 2006, with New Zealand signingd@72 was followed by the passage of
necessary changes in legislation for compliancer fd ratification. Giving voice, visibility
and legitimacy to disabled people and their isstisfiould provide a further tool for reducing
discrimination and increasing opportunity, but digéhere is a long way to go.

Immigrants, especially those with high skills arfteo struggle to get them fully recognised
in New Zealand, are another group rightly targeteder the diversity umbrella. Some
industries such as dairying are increasingly réliam migrant workers while others with
labour and skills shortages could benefit fromvatyi recruiting among these groups. Again,
checklists have been developed for employers toodstrate good practice, together with
examples (Human Rights Commission, 2008b). Necgssarditions include zero tolerance
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of racial discrimination in workplaces, accommodatireligious diversity at work, good
training and induction systems, and assistance witliproving English language
competencies. The HRC publication also encompake#s accounts of the barriers and
discrimination that migrant workers face and susc&®ries that profile businesses where
migrant employees are valued and crucial to pradtyct

Outcomes for Maori and Pacific employees are grfdimproving, in terms of employment
growth, reduced unemployment, wages and self emay rates, but average levels on all
indicators remain well below those of the overapplation, and not all are narrowing. For
example, Maori average hourly earnings rose byanage of 4.2% per annum between June
2002 and June 2007, from $14.33 to $17.58, whiteeitonomy-wide rate grew by 5.1% on
average from $16.71 to $21.41, so that the ratioadly fell from 85.8% to 82.1%. On the
other hand, the number of Maori employed grew G¥¢8in the year to June 2007, against an
employment growth of only 0.8% among non-Maori, liWaori unemployment fell to 7.6%
for the year to June 2007, the lowest rate evarder. However, this remains well above the
3.7 % overall rate (Department of Labour, 2007a) Pacific peoples, too, the picture is
mixed, with above average employment and wage grawthe same five years, reductions in
unemployment rates and in the amount by which #ayeed the general rate. However,
Pacific people are less than 1% of CEOs/compangctdirs, only 2.1% of production
managers in manufacturing where they are 7.9% loéraployees, and only 2% of senior
management in the public service, where they areo7#mnployees (Department of Labour,
2007b). There is a long way to go with respect E@OHor these groups as employees, while
the improvements are largely a matter of favouraddenomic conditions and improved
educational outcomes rather than specific policies.

Generally, any such ethnicity-based special pdiciehether in employment, social welfare,
health or elsewhere, have been politically chakkehgq recent years, resulting in a retreat
from them by the previous Labour government, urttier mantra needs-based rather than
race-based measures to mitigate disadvantage (Rédlidter (2007) has examined the nature
and history of special measures in New Zealand, it strengths and weaknesses,
reflecting on the circumstances which may make sowasures effective, as well as
politically acceptable. The Human Rights Commissapported the research and has issued
guidelines for organisations on measures to ensguality and reduce ethnic disadvantage,
pointing out that human rights legislation spea@ifiiz upholds special measures in particular
circumstances. As with gender, discussed aboveh special measures directed to a
particular ethnic group are not discriminatory wlagplied to “those persons or groups that
need or may reasonably be supposed to need assistaadvancement in order to achieve an
equal place with other members of the communitydrttan Rights Act 1993 at Section 73:
Measures to Ensure Equalitfhe Commission considers that such special meagemain

an important policy tool and that properly usedgytttan make a major contribution to
reducing the effects of discrimination.

Both Maori and Pacific communities, together witle relevant government agencies, place
major emphasis on the realisation of the full pb&trof their peoples, based on autonomy,
entrepreneurship, self-direction, innovation, angkrinal leadership. Such a direction would
also make these populations less dependent onethaviour of employers and managers
from outside their groups. “The success of futurenemic development will be based on
Maori having the capacity to lead, influence andkenpositive decisions for themselves to
ensure economic growth”. (Te Puni Kokiri, 2007:400n similar lines, the three key
outcomes emphasisdyy the Ministry of Pacific Island Affairs Statement of érit 2008 —
2011 (2008), accompanied by a 2007 Pacific Econdkoton Plan and a Pacific Women'’s
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Economic Development Plan, are for Pacific peopteparticipate fully in New Zealand’s
economy, for the social wellbeing of Pacific pespie be enhanced, and for Pacific peoples’
cultures and heritage to be supported, developetiyvalued. Business development, growth
industries and entrepreneurial culture and leadeesie again stressed in these plans.

Conclusion and Future Prospects

The picture outlined above of the last two yeamashmany reports and some progress, albeit
slow, in a number of areas. The prospects forfuh&e are of concern at a time of world
economic uncertainty and likely increases in un@ympkent where low paid and EEO groups
are often the first to suffer. The election polec the parties indicated that those elected to
government are largely committed to market soljoeducational progress for all, and
enhanced growth to improve the position of thesrigs rather than more specific policies
which the Labour led governments delivered, allieitan increasingly limited extent.
Voluntary codes and educational resources areyltketontinue to be promoted.

Most of the institutions discussed above are aikelyl to survive. The EEO Trust was
instituted by the 1990 National Government aftereppealed Labour's more interventionist
Employment Equity Act. NACEW has survived many Na#l governments, while the PEE
Unit is supported by its department and has arstasgie rather than interventionist role. The
Ministry of Women’s Affairs’ existence is safe foow. Don Brash, when leader of National,
had threatened to abolish it, but John Key, perithpsugh concern for the gender gap in
women’s votes between Labour and National, madkiel®lue spokesperson when elected
leader. He has now appointed Pansy Wong as MinsteWwomen’s Affairs, although
coverage of this appointment was miniscule andbtidget may well be cut. However, the
prospects for real outcomes from the work of thé REhit, NACEW, and the Ministry of
Women'’s Affairs are even less rosy with respegap equity and dollars for pay increases in
caring work under the new National led governmdraintthey would have been under a
Labour led one. Regular speeches about the exeesigiw and cost of the public service and
further freeing up of the labour market are farnfroeassuring. The National party, in
opposition, sponsored the Employment Relations b@&ronary Employment) Amendment
Bill, which would have seen the introduction a 9+grobation period for new employees.
Its purpose was stated as enabling employers ® dathance with new employees without
facing the risk of expensive and protracted persgnavance procedures. Proponents argued
that it would enable people who have not had pres/iwork experience to find their first job
and make it easier for people re-entering the vaodd. It would have meant no right of
appeal against unfair dismissal in the first 90sdaynion critics argue that it would create a
category of ‘disposable worker’. It was defeatedf B somewhat less sweeping version
(businesses with under 20 employees) is being deéhatder urgency during December 2008,
whether an even stronger version will be introdure@009 is yet to be seen. Either way,
reductions in labour market protections are invad)weith the lower paid most affected.
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The Effect of Early Childhood Education and Care (ECE) Costs
on the Labour Force Participation of Parentsin New Zealand

STEFAN KESTING and SCOTT FARGHER

Abstract

New Zealand suffers from labour and skill shortdgges a record low official unemployment
rate, one of the highest figures of working houes papita per annum and at the same time
one of the lowest labour force participation rabésvomen in the 25-34 age group among
OECD countries. The feminist economic literatumesdes the unfair distribution of paid and
unpaid (mostly caring) work between men and wonhdoreover, it also emphasizes a strong
causal link between childcare arrangements andutalooce participation and success. Based
on these arguments we suggest that the compasatoxelfemale labour force participation
rate of mothers with dependent children in New Z@edlcan be explained at least in part by
how childcare is organized. Evidence from the rate\literature supports this contributing to
policy changes. The transaction cost approactsswed to explain the participation patterns
for women in the 25-34 year age-group and questrdmsther provision of childcare should
be public or private. In conclusion we suggest @etya of avenues for New Zealand to make
better use of its labour force and achieve a moterpially more efficient balance between
paid and unpaid activities.

I ntroduction

The New Zealand early childhood education and sactor is in a state of flux as it adjusts to
changes in the regulatory and funding environmeifficient early childhood education and
care expands the employment and education optibpsrents, their potential productivity
and equality. This paper first provides an overvidwhe nexus between childcare and labour
market activity found in the relevant economicrhieire, including recent insight provided by
the feminist critique. We then look at recent paitein female labour force participation and
time budgets in New Zealand and describe recentldements in the childcare sector in
terms of provisions and funding arrangements. Téasls us to question recent emphasis on
more market based provisions. Our focus then stafteansaction and other costs incurred by
parents using outside home childcare and furthemaxe the question of private versus public
provisions of childcare. We conclude the articledxamining alternative models for family
and labour market policies from Scandinavia in otdeidentify a more efficient distribution
of paid and unpaid work in New Zealand.

" Stefan Kesting is Senior Lecturer in EconomichatAuckland University of Technology. Private B&06,
Auckland 1142, New Zealand. Stefan.kesting@autzac.n
™ Scott Fargher is Senior Lecturer in Economic atAlickland University of Technology. Private Bago8,
Auckland 1142, New Zealand. Scott.fargher@aut.ac.nz
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Feminist Economics on the nexus between care and labour market activity
(theory)

All OECD countries have a persistent or ever grgwimeed for caring (unpaid) labour
(OECD, 2006 and Folbre, 2001) which, as in the,passtill mostly provided by women
(Statistics New Zealand, 2001). At the same timeyetbped countries are experiencing
increased female (waged) labour force participatidms leads to a dilemma because what
may be regarded as good for gender equality mighially lead to neglect of children, the
elderly and other persons dependent on care. lda@so be accompanied by the so-called
double burden and result in an experience of ovdawg among many mothers with
dependent children (Folbre and Bittman, 2004) and/decline in fertility rates exacerbated
by aging populations (Folbre, 2001; 2003).

So long as the traditional gender division of labaithin and outside the household persists
and the assumption that child welfare is strongliated to the care given by parenting
persons, the problem of child welfare is placedhatcore of this dilemma resulting in less
time devoted to childcare. The OECD in its refdtarting Strong llexplicitly stresses that
aiming at increasing women’s labour market parétgn, reconciling work, family
responsibilities on a more equitable basis for woraed addressing issues of child poverty
and educational disadvantage are linked (OECD, 220@0% Moreover, these goals can be
achieved simultaneously by governments investingearly childhood education and care
(ECEY)" (ibid: 19). How can social policy in New Zealarattkle this trade-off between labour
market productivity and care? Several Treasury gaperitten to develop a logical basis for
social policy evaluation, try to address this ppland welfare inherent problem in modern
family life. However, as criticised by Kesting (ZQ0the Treasury papers by Jacobsen and
others (Jacobsen, May, Crawfod, Annesley, Christpflohnston and Durbin, 2002; Jacobsen,
Fursman, Bryant, Claridge and Jensen, 2004; Brydatobsen, Bell and Garret, 2004;
Varuhas, Fursman and Jaconsen, 2003) suffer froon rmajor shortcomings. First, their
pluralist approach does not include the feminigiqure of Human Capital Theory, nor does it
discuss the alternative economic theory developetetminist economists and philosophers
like Folbre (2001) and Nussbaum (2000). Howevetheut questioning the assumptions
underlying orthodox economics (see Kesting, 2086y, integration with other social science
approaches, which are not based on methodologidalidualism and some variant of rational
choice can hardly be successful in an attempt v@ldp social policy that ensures care and
supports labour market productivity. Some femieisbnomists have, at least in part, already
demonstrated how such an integrative approach osolt (see for example Himmelweit,
2000; England and Folbre, 2002; Himmelweit and [8ig@@04). Although feminist economics
has many debates and strands, one of its defiriagacteristics is the particular attention to
the gendered division of labour.

Female labour for ce participation and time budgetsin New Zealand

New Zealand has a relatively high labour forceipigration rate (the ® highest in the OECD)
which, consistent with developments in other indabsed countries, is largely due to
increased participation by women. However, as faghéd in a recent Treasury paper, New
Zealand has a relatively low participation rate agst women of the key child bearing age
(25-34). In 2001, participation for this group wamongst the lowest in the OECD, ahead of
only Italy and Japan (Bryant et al. 2004: 16). Ehoéthe top five countries in terms of labour
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force participation of women in this potentiallyghly productive age group are the
Scandinavian welfare states (Iceland, Norway anddew); the other two are the USA (the
“Overworked American”, see Schor, 1992) and Canada.

As Lindert (2004) points out, interrupting work byothers leads to a loss in human capital
and consequently lower life-time earnings compacechildless women and men. This is not
only because mothers do not work and do not get ipaihe period of their life while caring
for children, but also because of the discontinugyulting in “statistical discrimination”. In
other words, the perception that there is less eddvest in the careers of young women
because childbearing is likely to take them ouheflabour force. He presents some indicative
evidence that government investment in infant dayec noticeably in Finland and
Scandinavia, seems to erode the aforementionedwdistages for mothers (2004: 256). This
effect is much lower in countries where childcaeendnds are only met in private markets. In
general, he concludes: “even though specific numbgll elude us, it makes sense that the
more committed welfare states’ career supportsiiothers are likely to have a strong payoff
in jobs and GDP” (ibid. 257).

Callister (2005) integrates the problems of canat(is children’s well-being), labour market
productivity and gender equality in his contributitm the Treasury’s working paper series. He
draws on the feminist economists’ arguments abbat unequal distribution of paid and
unpaid work between men and women as an obstackhdosupport of replacement fertility
levels and growth of business productivity. Morepves enquiry is based on a wide range of
Cross country comparative statistics including Seveand Finland.

According to Callister, “overwork” is common fordtaverage New Zealander:

“a comparison of the proportion of employees waogkB0 or more hours per week

among a selection of OECD countries shows that Kealand has one of the highest
proportions of workers putting in long hours of gpavork (Messenger 2004). When

considering couples, international comparative déga suggest New Zealand is at the
high end of the working hours spectrum” (Callis&905: 8).

However, this phenomenon has a particularly stigergder dimension in New Zealand as it is
fathers who, on average, work long paid hours, evhilothers do most of the unpaid care
work: “As Johnston (2005) shows, New Zealand haatively low employment rates for
mothers with young children, but when total paidrking hours are considered across the
whole of society, New Zealand is near the top ef@ECD” (Callister, 2005: 9).

In this general context, Callister identifies whratght be called dife cycle squeezéor
families with young children in New Zealehdrhis life cycle squeeze is characterised by an
extreme scarcity of time and/or money in a paréicphase of family life:

“When the New Zealand sample is restricted to gaetth men and women with a child
under five, Stevens (2002) demonstrates that hatats of work (paid and unpaid) are
higher for parents of young children than for mad women without children. Again,

this is a pattern seen in all industrial countri@Sallister 2005: 14).

However, there are basically two extreme modeldeafing with the problem of the life cycle

squeeze: the Anglo-Saxon and the Scandinavian @allister picks the USA and Sweden as
examples of these two scenarios:
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“Comparing the United States and Sweden, whiclbate high-income countries with
a high level of gender equity, reveals two quitstidct models. In the United States
the high level of gender equity is achieved by mdhtners in couples working relative
long hours. In contrast, both mothers and fatheoskwelatively short hours in
Sweden” (Callister 2005: 13).

The US model is based on “low-income professiondlithat is, middle class children are
cared for by low-skilled immigrants. In Sweden, gowment policies provide universal
entitlements to paid parental leave and univetsigh-quality subsidised childcare. This is
embedded in an overall trend to support relatidely working hours and high income
equality (Callister 2005: 17). The Swedish moddbvas parents to avoid the life cycle
squeeze and instead to achieve a much more positixielife balance compared with many
other countries.

According to Callister, surveys demonstrate thathaxs would prefer to spend more time
earning money while fathers would want to have nmione available for their children. Thus,
considering overall family welfare, gender equabityd sense of autonomy over one’s own
life, New Zealanders would probably wish to follalwe Scandinavian exampl&Vatkin
(2005) verifies this citing Statistics New Zealamgorts on the September quarter 2004: “...
only 2200 women were working, wanted to work mdret couldn’t because of a lack of
suitable childcare. Another 3200, who weren’t segkvork, gave a lack of childcare as their
“main reason” for not working” (2005: 26). The ratentroduction of free childcare is an
attempt to alleviate these pressures.

The pre-school careindustry in New Zealand

The provisions of childcare in New Zealand are utaken by a wide range of groups, both
private and community owned, and attract consider&tate funding. In July 2007, there were
4,479 establishments providing childcare to ne&f@l§,000 children (Ministry of Education,

2007). Nevertheless, childcare can be expensivegrding to White (2006), parents in

Auckland typically pay fees for different kinds BCE providers varying between $275 and
$475 a week.

“The Early Childhood Council Survey of Fees of mitembers nationwide found that,
for a child over two, hourly fees ranged from $2%ttb per hour, with an average of
$5.13 per hour. The average weekly rate for 30 sadirchildcare was $144.75 per
week and the range from $10 to $255 per week. Vaeage weekly rate for more than
30 hours was $161.58, ranging from $40 to $360”ifé&v2006: 30).

In terms of financial burden, the mean rate perkareported by White equates to 12.75% to
14.24% of average household income as recorddwi@@06 censuddoreover, White points
out that expensive does not necessarily mean bsltgfor-profit centres are able to provide
high quality care at the low end of the fee spentrhildcare centres received relatively
substantial state subsidies beginning in March 200&ver the costs of employing qualified
staff. The net effect was a subsidy of approxitya&% of average cost of providing
childcare in 2006, however, according to White, enafi them reduced their fees. One might
conclude that private ownership in this sector $e@adpublicly subsidised profits hence, can be
regarded as an expensive way to ensure qualityGi.EStatements by industry experts
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confirm this: White quotes Anthony Gilbert of ABCffliate Business Consultants as saying:
“Childcare is profitable, and there is a big demdad it” (2006: 32). Demand generally
outstrips supply, for example, in inner Aucklandbsibs, it is so high that a place for a two-
year old has to be secured more than year in adv@itite, 2006: 30) and there are long
waiting lists (White, 2006: 34 and Watkin, 2005).24As a consequence, parents are obliged
to pay for services at times that they do not nfeedear of not having them when they will
need them in the future. The OECD report on ECE&2@oints to problematically high
childcare costs for parents in other “liberal eqores” like Canada and Ireland.

Parents in New Zealand do not seem to question tivy have to pay for ECE in the first
place and why it is not a government responsibdayd for mostly by the tax payer as in a lot
of other countries (OECD, 2006). Moreover, feesrarethe only type of costs parents have to
bear. The recent changes to government fundingitefaare is discussed below.

As White observes, in the case of Auckland,

“Childcare is booming. Across the city, there argriad ways other people will look
after your children, in kindergartens, in home-lasare, and in all sorts of daycare
centres, otherwise known as creches, childcareesrmireschools and early education
centres” (White 2006: 28).

This diversity means that parents need to gathédrads of detailed information to evaluate
the kind of service they will get for their childVhite, 2006: 28). In other words, choice
among a large variety of providers leads to tramsacosts for parents. Reports on the quality
of specific providers by the Education Review Gdfiavebsite only partly reduce these
information gathering and evaluation costs. Siryilthe booklet of the Ministry of Education
“Choices in Early Education”, helps identify thdfeient types of childcare options. “It also
provides an extensive check list of what to lookifoa licensed childcare centre, such as the
parent-child ratios, the quality of resources, rttagproach to discipline and so on” (White
2006: 30).

A report prepared by the New Zealand Institute cdrtomic Research (NZIER) for the Early
Childhood Council entitledPutting Children First — Early childhood educatidar a new
tomorrow defends the relatively unique policy of moving &y almost exclusively private
provision of childcare that was introduced in 1$8f@ pursued in the 1990s (NZIER, 2005).
The report claims that currently in the New Zeal&adly Childhood Education (ECE) sector:
“Quality is generally good” and “Participation iargy childhood education is high” (NZIER
2005 executive summary: 1X). Nevertheless, as asledged in a footnote in the main text
(pages 27 and 28) of the report, this is a verglerindicator because it does not show the
amount of time that each child attends. As obserlmml/e, given the relatively high fees in
this model of provision, parents tend to minimize@dance. An aspect of this is the unequal
distribution of the availability of places, as dv@éion Army report points out:

“The availability of early childhood education (EXBpportunities appears to be
heavily biased against poorer urban communitiesy&en 2001 and 2006 there was a
25% increase in licensed ECE centres and a 7%aser& the number of pre-school
children attending these centres. These increases dmost entirely been in the for-
profit sector while the not-for-profit and commungector has lost ground with the
numbers of kindergartens, play centres and kohaegaactually falling” (Johnson,
2008: 5).
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Statistics show a clear bias against poorer areas:

“In both 2006 and 2005 the age standardised enrdlnage for pre-schoolers in ECE
centres was 64.9% up from 59.7% in 2001. Thereoiselver significant variation
around this national average with average enrolmaes of nearly 86% in Tauranga
City down to 44% in Manukau City. The availabiliof ECE places in poor urban
suburbs is nearly half the national average suggestlarge and lingering inequality
of access for poor...” primarily Maori and Polynesthildren (Johnson, 2008: 6).

Johnson (ibid) emphasises this disparity obserthagin Otara there were ECE places for just
33% of pre-schoolers; 35% in Mangere and Manurgust, 31% in the Massey ward of
Waitakere City and 37% in Poriura East.

While the government programme Wforking for Familiesseems to entice sole parents into
work it also creates a dilemma in terms of theeocagrsus paid work’ trade-off:

“The incentive appears to have worked in part bgoenaging single parents with
dependent children to take up work. ... A questiorelyas around who is looking
after the children given that early childhood edigreafacilities and after school care is
least common in low-income communities where singlarents and welfare
beneficiaries most commonly live” (Johnson, 2008. 1

Although the aforementioned NZIER report points that market based provision creates
difficulties in terms of “information on the qualitof provision [being] poor”, “child
protection and agency issues” and “equity issud&IER, 2005) which according to the
OECD all apply to early childhood education (2008)pverlooks the relevance of these
problems for the ECE industry in New Zealand whéredeed, the ECE sector is virtually all
privately owned” (ibid. 17). The report bases dsnclusions merely on Anglo-Saxon
examples overlooking Scandinavian best practiceseSearly child care education is a public
good, according to feminist economist Nancy Folbemd the OECD (2006), private
provisions leads to undersupply in certain areas @ninflated user costs with potential
negative consequences for labour market particpaif parents. A treasury paper by Varuhas
et al (2003) confirms this conclusion: “Changeghia relative costs and benefits will change
the payoff to working at home or in the market”@2021).

Since transaction costs for parents are quite hilgare is good reason for government
ownership of childcare facilities. Moreover, theatgthas also a role to play in setting and
monitoring quality criteria (OECD, 2006). Againjghs in the best interest of ECE consumers
(children and their parents) because of the quitestaintial transaction costs involved. The
easiest way to do this is through ensuring stadftaghly qualified (e.g. a requirement being
that staff hold at least a Diploma of Teaching),clihis a standard practice in schools and
universities, and to ensure low child-staff ratios,it for private or public childcare facilities.

In New Zealand the qualification required since @0 a diploma in Early Childhood
Education. Since 2005, the government set a fiahmcentive structure which rewards high
numbers of staff with such a diploma present onfitt@ and leading childcare centres. “By
2007, half the number of staff required to meetegonmnent teacher-child ratios — must have
the diploma. By 2012, all staff meeting the goveenmratios will be obliged to have it”
(White, 2006: 31). The State also provides foriinBbns and training incentives to attain this
qualification. While the replacement of formallyqualified staff with employees holding the
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diploma seems to create some difficulties for thaustry (White, 2006; Watkin, 2005), the
empirical evidence of best practice models in ofD&ICD countries seems to support such
policies (Fallow, 2004; Eichhorst and Thode, 20BRIFSFJ, 2005; OECD, 2006). Ministry
of Education (2007) statistics show that approxetya®0% of ECE establishments were
‘teacher-led’ by July 2007. Moreover, OECD resed@%06) suggests that diversity as well as
high and uniform quality can be better providedainmixed, however, publicly dominated
system: “Another option is to avoid complicatedulagjon of dispersed systems, and opt for a
well-funded, universal public system based on dieaksation and democratic participation,
including the participation of private providerstin the public system” (OECD 2006: 119).

In the 2007 Budget, it was announced that the gowent would provide funding for up to 20
hours per week in teacher led ECE services fd ald 4 year olds. The policy was designed
to boost the level and quality of participationtive labour market by reducing the costs for
parents. The initial take-up of the free service l@en documented by the Ministry of
Education which reported an overall take-up of 6#&ll eligible entitlements. Significantly,
the take-up was higher in the rural sector (ovéb 3 Northland, Gisborne, The West Coast,
Southland and Tasman) than in the urban sectot §u%o in Auckland) with 76% of
community owned establishments joining the scheamepared to only 57% of those that are
privately owned. Funding is made available to pidevs on the condition that they do not
charge any additional fees for the free hours. Thange in policy has led to increased
funding for the ECE sector and should alleviate sahthe issues highlighted in this section
although it does not change the ownership struetitien the sector.

Principal Agent Model and transaction costs

It is not only evidence from best practice modkl tan be used to question the market based
provision of ECE. Modern economic theory can alsmdnstrate why reliance on privately
provided childcare is bound to be sub-optimal any vetate regulation and/or public
provision is necessary to ensure an efficient atidfactory quality and quantity of childcare.
The market for childcare provision is characterisg®d uncertainty about the future and
asymmetric information. Child health and mentalelegment is contingent on a plethora of
influences, therefore, the formation of a child&ysonality and capabilities are hard to predict.
The latest OECD report on ECE lists a plethoraafidards and quality criteria that are nearly
impossible for parents to monitor (OECD, 2006). Notprisingly, parents, thus, find it hard
to control whether childcare providers act in tlesthinterest of their child. To leave the child
at the gate of the childcare centre clearly camst#t a situation of asymmetric information in
the sense of New Institutional Economics (NIE)slprobably also safe to assume that most
parents are rather risk averse when it comes tos#fiety and comfort of their children
(Himmelweit and Sigala, 2004).

Since the conditions described above with respethé parent child care centre relationship
seem to fit with all the usual elements of the @pal-agent-model we decided to apply this
concept to it. To our knowledge, such an applicatibone of the core models of NIE has not
been done befote Some applications of NIE to the family have begtempted. However,
they focus on transaction costs and use this coneegmalyse merely internal family relations
(Pollak, 1985 and Wittman, 2005).
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In New Institutional Economics, a situation whemmgone leaves a task to be done with
someone else can be modelled as a principal-agé&ttonship. In a principal-agent model
where the parents are the principals and childpapgiders the agents) or the outcome
would be an optimal child development in terms @alth, social skills and personal
development as well as educational achievementther words,Q broadly stands for the
human capital gains of the child. If the aforemaméd characteristics of uncertainty about the
future, asymmetry of information and highly riskease principals are included, formal
modelling shows that principals will not be ablen@aximize Q solely with the help of a
carefully calibrated incentive structure (Furuba@ind Richter, 1997; Sappington 1991). In
other words, even if parents are willing and ablgay very high and/or performance based
fees, a welfare optimum is not attainable in a reafér childcare provision.

In formal modelling, such an incentive structukesr + aQ, 0< a < 1, wherew represents the
childcare centre fees, which would includeas an outcome independent component of
remuneration and as the reward paid dependent on the achieved hegayatal Q) in the
child. Since privately owned childcare providerssdndittle interest in attaining a higQ
because it would drive up their costs and the magdor modelling the high uncertainty Qf
will be substantial. According to the logic of thancipal-agent model will have to be high
and o will be close to zero. Consequently, there willlibide scope for setting incentives to
ensure high performance and optimal conditionshifdcare centres. In the terms of formal
modelling, the achieved human capifals going to be dependent not only on rewandbut
also effort €) plus some random effeqt)( In other wordsQ = ae +u. However, the variable
e (effort), which in our application stands for theatjty of care cannot be sufficiently
controlled and, as a consequence, the model wadigh a “second best solution” with
unavoidable welfare losses (Furubotn and Rich@97L

Following the logic of the principal-agent modehdis to the further conclusion that in a
private market for ECE, owners will become manager®ther words, parents will care for
their children themselves. This will only changetlife agent (childcare provider) is a
participant inQ or has an interest in attaining high levels of hamapital (in the wider sense)
in children. This seems to be the case where the &cts as a public provider of regulations
and facilities. State regulation can play an edeivarole to signalling in principal-agent
models. It basically works towards the exclusioriadde opportunistic signals (Erlei, Leschke
and Sauerland, 1999). In this setting State sudssidiay be distributed according to quality
rankings of childcare centres in cases where theypdvate (Erlei et al. 1999; Sappington,
1991). The more optimal outcome associated wittbeSteovision of childcare is even more
compelling given the principal-agent model is basedhe assumption that(the effort of the
agent) is observable which is not the case in cailg provision as argued above. Publicly
regulated and provided childcare also reduces Iseasts for parents. These transaction costs
are not included in the principal-agent model.

According to Textor (1998), to reduce informaticsy@metry, parents need to gather or be
given the following measures of quality for partaruchildcare centres: First, the number of
children in class expressed in the ideal teacheld catio. The maximum should be “... 1:4
for children under 2 years of age, 1:6 for 2-yeldispor 1:10 for older preschool children”
(Textor, 1998: 168). Second the classroom: “... ingodr is that the room is furnished
according to children’s needs and that play mdteaae of high quality” (ibid. 168). The
number of materials or the size of the room arehmess important so long as the room is not
overcrowded. Third, Textor lists and explains th@ortance of teachers’ behaviour. He
stresses the continuity in the teacher-child refship and the amount and quality of
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interaction between teacher and child as well asdsen children: “Much of the work of good
teachers is observing the children in order tolide to give feedback, to help if aid is needed,
and to give new ideas to children who are boreaitd(i168). A further criteria, he mentions, is
the carefully and clearly structured balance oktibetween teacher-guided activities and free
play, expressed in a curriculum and yearly and/eekly plans.

Fourth, Textor highlights: “High quality childcarge also characterized by frequent contacts,
intensive communication and a good cooperation éetweachers and parents” (ibid. 168).
For the teacher, this involves being open to atgvemt information about the child and its
family, informing parents about the goals of theatoe and even trying “... to influence
children’s development indirectly by improving thé&milies’ childrearing” (ibid. 169). Last
and definitely not least: “All of this requires ary high qualification of teachers” (ibid. 169).
However, Textor cautions against this general emsigh@n qualification, emphasising that too
much routine and too much academic orientationheas@ a negative effect. In addition, good,
open and people-oriented leadership of childcardreg, which involves parents as well as
parent-staff communication, is important for ensgrihigh quality childcare institutions.
These criteria for reducing the ECE transactionscés parents were summed up well in a
recentListenerarticle:

“A reasonable teacher: child ratio. For under t#o$ and for over-twos: 1:8. Staff
involved with professional development, keepingwith trends. Strong interaction
between teachers and children, and parents antetsadHappy and busy children”
(Nippert, 2005: 25).

The OECD reporsStarting Strong 11(2006) supports Textor’'s particular emphasis on ECE
teachers’ qualification as the most important df calality criteria. Nevertheless from an
economic point of view, high quality has its price:

“However, governments often fear the funding conseges of raising staff
gualifications. Higher qualifications can be folles by increased wage demands,
which, in turn, contribute significantly to the ¢®®f services. Although the evidence
Is strong that improved training and qualificatiemels raise the quality of interaction
and pedagogy in ECE services — similar evidencestgxin favour of teacher
gualifications” (OECD, 2005: 161).

Governments tend to ask: Is this the best way ém&phe available budget? An emphasis on
funding of ECE by the government, however, is ascaus decision to invest in human
capital of future generations. In other wordssiain investment in the overall productivity of
the labour force. The OECD report suggests that gemuneration and conditions of work
for teachers as well as diversity of staff in terohgender and ethnicity are key to achieving
high quality ECE (ibid. 2006). A similar argumers put forward by May (2001; 2007)
reflecting on the history of ECE in New Zealand. elaver, transaction costs for information
processing by parents can be avoided if the govenhmoves to direct provision of ECE or
somehow guarantees quality standards.
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Private versus public

Since the debate of private versus public ownerahibor regulation in social philosophy as
well as economics was present as an undercurregheidevelopment of the argument so far,
an explicit discussion of its application to the EEGector is appropriate. May (2007) has
traced the ideological discourse back to the ECHcyalevelopment in New Zealand.
According to her, public sentiment was in favouregarding ECE as a private matter until in
1960 when the government took some responsibilityegulating childcare after a scandal of
abuse in an Auckland centre. However, funding reethiow until the late 1980s. May quotes
former Prime Minister David Lange who described deerived state of the sector as follows:
“Like Cinderella, early childhood education has hhcee sisters — primary, secondary and
tertiary, not necessarily ugly, but who have iniwas ways, bullied, ignored and exploited her
... yet early childhood was the sister with potentizinge, 1988)” (2007: 136).

Peculiarly, Lange forgets to mention the role pthpy the mean stepmother in the fairytale.
To take the analogy a bit further, it is actualgr meglect which curbs Cinderella’s potential
much more severely than the behaviour of her sistius the government in the role of the
stepmother acted in New Zealand in the 1990s. N2@9{) points to the ideological short-
sightedness that led to under-funding and undestagign of the ECE sector as follows:

“Disappointment followed as the ‘door’ did not opfitly (Dalli, 1994) because of a
change of government and a philosophical shift iamg a downsizing in the role of
government. One consequence was a rise in thet@rbddcare sector and a ‘market
forces’ approach to provision that sharpened thedei between community and
private sector interests. Similarly, there was eegelation of training providers that
led to a plethora of different training programntleat were not always inclusive or
integrated” (May, 2007: 137).

This policy direction changed considerably in 200Ren the Prime Minister Helen Clark
launchedPathways to the Future — MdHuarahi Arataki(Ministry of Education, 2002). “The
government made a commitment to new funding andlaéyy systems to support diverse
early childhood services to achieve quality eaHydhood education” (May 2007: 138). This
shift in interest and focus of the government ia #8CE sector ensued, according to May
(2007), from researchers and activists who hadl fup the public debate in the preceding
years. However, as May sceptically emphasisesuthiaersal access to high quality childcare
still hinges on an ideological debate under thédl spp@eo-liberalism and is:

“...complicated by the growth in the privately owneuldcare sector, which has seen
investment opportunities in an area attractingaasing government funding. The
government does not intend to be a provider ofyeanildhood services and, in the
main, leaves the initiatives to community and pieviaterest” (2007: 140).

Her arguments are indicating that private ownersimg provision of ECE curbs quality and

affordability. In economic terms this is not ani@ént institutional arrangement for the
industry and its consumers.
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Kamerman and Waldfogel (2005) support such a ceratuin their evaluation of the mostly
private ECE sector in the United States:

“The private sector may have a role in deliverih@arly childhood education and care
(ECEC) programs in the United States and internatig, and it certainly has had,
both historically and at present. But we would argjuat the private sector should not
have the dominant role because there are largdicpuiterests involved, such as
equality of access and opportunity, and becauge #re good reasons to believe that
markets in this area will fail — in particular, Wwitegard to the quality of care provided
in general and the supply and quality of infant todttller care” (2005: 186).

There are three reasons for this conclusion whiam&man and Waldfogel weigh as more or
less important. Market failure in ECE is due tolgems of limited information (as one would
expect from our application of the principal-agemdel), imperfect capital markets, and the
issue of externalities. The authors stress pasatibyuthe third one which moves away from the
view that parents and their children are the omlydficiaries of ECE. Instead, it is particularly
the positive externalities of ECE which make argjr&¢ase for government investment. A
further justification they give is based on equgtpunds. The inequity of childcare provision
is well documented for New Zealand in tBéate of the Nation Report from the Salvation
Army (Johnson, 2008). Kamerman and Waldfogel emphafsis¢he USA, that: “Children of
affluent families and children in families with hiy educated parents are far more likely to be
enrolled in ECEC than poor children or those witdrgmts with limited education” (2005:
198).

As Kamerman and Waldfogel note the private sectahée United States consists mostly of
for-profit providers and fewer not-for-profit pralgrs. This is seen as a problem since the
weight of the evidence suggests that these pravider operate differently and that, on
average, for-profit providers offer lower qualitare Kamerman and Waldfogel (2005).
Anecdotal evidence seems to suggest that a sioalalusion can be drawn for New Zealand.
Mike Bedford on Childcare Forum in Wellington Janu&008 told the audience that
commercial operation (in tendency) leads to juseting the minimum requirements to cut
costs. According to Bedford, an example of the tiegampact of commercialisation is the
use of safety surface instead of grass in outd&r areas. This is done to reduce costs not
because of health or safety issues. In a study aongpfor-profit with not-for profit centres in
the USA, Helburn (1995) found that: “...structuraémlents of quality (staff-to-child ratio,
group size, staff qualifications and training) eariwith profit status and were significantly
higher in nonprofit than in for-profit centres” {gd in Kamerman and Waldfogel 2005: 203).
The study also documents lower staff turnover iifapprofit compared to for-profit centres
although the process quality (e.g. caregiver imtezas with children) seems to be equally
good in both. The Helburn study also underpins @anclusions of applying the principal
agent model in that it confirms the existence dbrmation asymmetry. A problem of
inadequate consumer knowledge “... arises becausentgarsimply do not have the
information, lack the ability to evaluate qualityt do not understand that differences in
quality make a difference in the impact on theildrien” (Kamerman and Waldfogel, 2005:
203). Thus Kamerman and Waldfogel conclude thatuletign by the government is
indispensable. However, regulation requires momigpwhich is costly and tends to focus on
merely measurable quantities (2005: 204) leadkeéw tecommending a dominance of public
provision in a mixed system.
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The OECD is also largely in favour of public praeiss because of the public good aspect of
ECE:
“Despite current economic orthodoxy, the experieotéhe OECD reviews suggests
that for the moment at least, a public supply sidestment model, managed by public
authorities, brings more uniform quality and supericoverage of childhood
populations (1 to 6-year-olds) than parent subsidgels” (OECD, 2006: 114).

The report argues society, as a whole, would berfe@hildren were in high-quality ECE
(OECD, 2006), because it allows for reconciling kvand family responsibilities on a basis
that is more equitable for women and alleviatesdcpoverty and educational disadvantage
(e.g. for immigrant children). In their report fire Australian government, Wise, da Silva,
Webster and Sansan, (2005) further support the ritaupce of including externalities in an
encompassing cost-benefit analysis of early chidhinterventions While a monetary
evaluation of such spill-overs is riddled with ceptual and empirical difficulties, Wise et al.
(2005), review of international studies point towér crime rates and fewer welfare
dependants as examples of positive externalitissxgrfrom early childhood intervention.

Scandinavian benchmark and best practice model

The OECD emphasises that the European Union bysamaeed to Scandinavian standards in
ECE for Europe:

“The move towards universal provision in Europe basn given a further stimulus by
the 2010 objectives set by the European Union saBdrcelona meeting in 2002,
encouraging member countries to supply subsidiskdidy places for one-third of O-
to 3-year-olds, and for over 90% of all 3- to 64yelds” (OECD, 2006: 77).

The bulk of the countries already fulfilling thertmhmark criteria are Nordic:

“To date, about five countries — Belgium (FlandeBg¢nmark, France, Norway, and
Sweden — have reached the Barcelona targets fardvotips of children, although at
different levels of quality. Finland also may badsto have reached the target as
although the coverage rate for children under 3nfoipal and private) is 24.7%, if
children under 1 are left out (in Finland, almo$tparents take leave) the percentage
rises to 36.7%” (ibid. 78).

The OECD report also provides an overview of estitnts to ECE provision across OECD
countries. Half day free care is standard for 3éryolds in Finland and Sweden (ibid). The
percentage of 0-3 year olds using licensed chid@arangements: Denmark 83%, Sweden
66%, Norway 44%, USA 38%, Finland 35.7% and UK 2&%¥and 15% (ibid. 86).

Sweden is probably the most advanced of all Nazdimtries with respect to ECE provisions.
What is important from a New Zealand perspectivihésclear cap on what parents will have
to pay for decent ECE services:

“In the middle and late 1990s, Sweden guarantegidee for all children of working
parents and students from the age of one yeartaftddsthe administration of its ECE
program from the National Board of Health and Welfto the Ministry of Education.
In the early twenty-first century, Sweden set a imaxn fee for ECE programs for all
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children at no more than 2 to 3 percent of familgome and guaranteed a place for all
four- to five-year-olds even if their parents wera in the labor force” (Kamerman
and Waldfogel, 2005: 191).

An important social policy complementary to subsidi universal high quality childcare is
parental leave legislation. Again, it is the Nordimuntries (Sweden, Finland, Norway and
Denmark) that lead the way. However, some centtabfiean countries (Hungary, Czech
Republic, Austria and Germany) provide as geneaseffective (number of weeks weighted
by the level of payment) parental leave provisierttee Nordic countries (OECD 2006). The
parental leave legislation in Sweden is one oftiost generous in Europe so far:

“The parental insurance is probably the most ingrdrpart of Swedish family policy.
It is for parents, not just for mothers. It startd relatively modest level in 1974, but
has been gradually extended over the years, andutient situation is that there is a
parental cash benefit for 480 days, roughly 16 msmnnost of which is paid at 80% of
the parents’ qualifying income” (Bernhardt, 20041}

This Swedish social policy is, however, groundea iparticular cultural value system which
may or may not be agreed to and taken up by othertdes:

“The desire for greater equality between the seisesn important reason why
childcare is a priority issue in Swedish publicipgl This is also one of the important
reasons behind the extensive system of childcargese (both public and private) all
over Sweden — the provision of childcare shouldenparents to combine parenthood
with employment or studies, i.e. the purpose ofddaire centres is not only to create
conditions which are beneficial for children, butildcare is also for the sake of
parents. It is important to understand that the distewelfare state is based on a dual
breadwinner model. The majority of families withildren in Sweden have two
incomes, i.e. both parents are employed. Therefbeepenefits that encourage work
and make work possible for parents, such as avi#jabf childcare, tend to be more
important than the level of, for example, chilcoalance” (Bernhardt, 2007: 141).

There is more emphasis on the latter in Germanigudalicy, but growing understanding
among policy makers (see BMFSFJ, 2005)are suchrtatdual payouts are less successful
than the Scandinavian investment in social inftedtire (these countries mainly use supply
funding instead of subsidies paid to parents. OEZIIDG).

Conclusion: adopting a Scandinavian M odel?

The essence of the recommendation following froenalguments above can be found in this
quote from the OECD report: “Another option is tma complicated regulation of dispersed
systems, and opt for a well-funded, universal mublystem based on decentralisation and
democratic participation, including the participatiof private providers within the public
system” (2006: 119). Given the historical developtraf the ECE sector in New Zealand it is
likely a mixed system is more viable. However, aager role in terms of public provision
should be aimed for by policy makers. This couldibkieved through:

» Continued regulation according to internationallyatandards.
* Turning public Kindergartens into full time provige
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* The purchase of private childcare centres to irserdlae share of publicly owned and
administered centres.

e Opening new publicly funded and run child care mnin undersupplied areas.

The funding of up to 20 hours free ECE for evergrn@l 4 year olds is an encouraging start.
However, it is important to emphasise that ECE qyohould not be looked at in isolation
from other social policy as issues such increasedking time flexibility and improved
support for parental leave also impact on chile aptions.

In this critical review of recent literature regang the interlinked economic issues of child
welfare and parental labour market productivity agdality, a high emphasis was placed on
the missing feminist economic theory and Scandarabiest practice role models in social and
economic policy advice. The practical examples amgversally provided high quality
childcare, universal entittements for parental &and facilitating change in cultural role
models for fathers. We do not include in our analyghether parents prefer to stay at home
with their kids or not. The interesting questionhether a shift from a culture of
“maternalism” and the “male breadwinner family mbdeward dual earner parenthood is
happening in New Zealand remains unanswered inatiisle. We simply start from the
assumption that being financially independent aadrg work as a means of self-fulfilment
and self-confidence is potentially beneficial footlb parents. Moreover, from a macro-
economic perspective well-educated, highly skibed motivated stay at home mothers are a
loss of potential economic growth.

However, the question is: “What is needed for Neealand to overcome the trade-off

between equality and efficiency and to follow tlead of Denmark, Finland, Norway or

Sweden?” Apart from an (unlikely) acceptance of magher per capita and much steeper
progression of tax levels (Callister, 2005), thare a number of other considerations. For
example, partially because of strong and sustagniablour unions, and a tradition of tripartite
consensus oriented negotiation in employment walati Scandinavia has a much higher
average wage level compared to New Zealand. Amh suath dependent traditions

transferable from one country to the other? Moreoaalifferent institutional and ideological

context led to the prevailing perception in Scaadia that raising children is a public

responsibility not solely a private one. Additidgalit is more widely accepted that fathers
have a distinctive and active role to play in chidiring. Thus, while the vision might be

attractive, the question of a possible transforomatoward a ‘Scandinavia of the South Seas’
would require far more sweeping change.

Notes
YIn much of the international literature the acrorg@EC is used emphasising the social pedagogy appito
care, in New Zealand the shorter version ECE id irgerchangeably

2 The termfamily life cycle squeezeas coined by Valerie Kincaid Oppenheimer (1975heTLife-Cycle
Squeeze: The Interaction of Men’s Occupational Badily Life Cycles’, inDemography,2(2), 227-245 to
describe particular periods when families find iahcially difficult to make ends meet. She emjpaillic
demonstrated that the squeeze is experienced biingoclass and middle class families at differeaings in
their life time (considering the age of parents ahitdren) and with different degrees of tightness.

% “To say that children are public goods is notay that everyone should raise them or that we megkater

number of them. Rather, it is to say that once #reybrought into this world, we all have somethimgain from
fully developing their capabilities. Parents shotd@le responsibility for their children. By the sanoken, the
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public should accept responsibility for recognizimgwarding, and supplementing parental effortsdlifFe,
2001: 111).

“ Others have applied this model to social poligearlike: ‘transfers to families’ (Cigno, Luporimd Pettini,
2003) or ‘long-term care insurance’ (Zweifel anduSte, 1998).

® Note that interventions as used by Wise et aluife more than just provision of childcare
® A recent study that began to explore this questiprexamining the decisions related to paid worldenay

people with child care responsibilities was undetaby Gendall and Fawthorpe (2006), see also MsBhe
(2006).
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Theroleof the State in family-friendly policy: An analysis of
L abour-led gover nment policy

KATHERINE RAVENSWOOD

Abstract

Since 1999, the Labour—led governments have intedigeveral public policy initiatives to
encourage women into the paid workforce. Howethes, article argues that the changes have
not gone far enough, and they require familiesttarbund work rather than change the way
that paid work is organised. In particular, theickr suggests that legislation, policy
discussions and government sponsored research lhaaly been based on the ‘business
case’ rationale. Reliance upon the ‘business daag’resulted in the importance of unpaid
care work being overlooked with an emphasis orviddal responsibility for balancing work
and family life. Overall the needs of working paieare not being fully met.

I ntroduction

New Zealand appeared in approximately the bottand tf countries in the gender equality

index of a recent international comparison of ptaleleave policies in 21 wealthy countries

(Ray, Gornick and Schmitt, 2008).The gender equatidlex was based on the portion of
leave available to fathers and the percentage wiiregs replaced during periods of leave.
Overall in the analysis of parental leave for bp#rents, New Zealand was only just above
the median of all countries. The key best prastidentified by the study were “(1) generous
paid leave; (2) non-transferable quotas of leave dach parent; (3) universal coverage
combined with modest eligibility restrictions; (#ipancing structures that pool risk among
many employers; and (5) scheduling flexibility” R&ornick and Schmitt, 2008: 3).

New Zealand government policy has addressed tlssses through paid parental leave, and
granting employees the ‘right to request’ flexiterk schedules, including part-time hours.
However, this paper argues that policy and legmtats based on a strong business case
rationale to improve business, or economic outcomiéee effect of this is that responsibility
for ‘managing’ work and family life remains with ghindividual and “the structural
constraints that frame work-life choices are maadesible” (Hall and Liddicoat, 2005;
Zacharias, 2006: 33). The risk, for individuals,tiis is that once the economic imperative
for these policies is removed, the policy may tecsben as unnecessary and working parents
will struggle to manage their work and home respmlitses.

New Zealand has had minority led Labour governmsintse 1999. During this period the
Labour-led governments have introduced signifiadrdgnges to employment legislation and
social policy in order to improve conditions for skimg parents (see Table 1 below). Besides
being in accordance with Labour’s policy platforrtiegse changes have been in response to

" Katherine Ravenswood is a Lecturer agdipient of the VC Scholarshig AUT; email address:
katherine.ravenswood@aut.ac.nz
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several labour market changes, including changewaxkforce demographics. Statistics
show higher overall participation rates and coesidy low unemployment rates in the new
millennium. With more people overall in paid work,js not surprising that the number of
families with two parents working has increasednslis data from the 2001 New Zealand
census show that the percentage of women workirigganparent couples with children had
increased significantly:

“In 2001, 36.8 per cent of mothers in opposite-seuples with dependent children
were employed full time, up from 31.4 per cent 91, while 30.9 per cent were
employed part time, up from 26.9 percent in 199tht{Sics New Zealand 2001b).
The high level of working families has been confudrby preliminary results from the
2006 Census data. It is also similar to the expegeof Australia where ‘60 per cent
of women and 90 per cent of men in the workforcee][gart of a two-parent
household with dependent children”. (Burgess, $ftacand Henderson, 2007: 415)

Therefore, as it might be expected, the femaleiqyaation rate for the March 2008 quarter
was 61.1 per cent (Statistics New Zealand 2008)is fate is close to the highest recorded
rate of 62.2 per cent in the June 2006 quartetié8ts New Zealand, 2001a). However, the
New Zealand Household Labour Force Survey shows dvarall, unemployment levels for
the March 2008 quarter are at a low level of 3.&@et and that the labour participation rate
is at 67.7 per cent (Statistics New Zealand 200B)ese levels are consistent with those of
recent years with the labour participation rateche@®g a high of 68.8 per cent, which was
reported in survey results in the June 2006 quéstatistics New Zealand 2001a).

Table 1. Summary of policy, legisation

Date Title Key points

2002

Parental Leave and Employme
Protection (Paid Parental Leave
Amendment Act 2002

nfTo include12 week government payment for eligible

)employees. Leave under the act falls into 4 typegernity
leave of up to 14 weeks, paternity/partners’ le@wgaid)
of up to 2 weeks, extended unpaid leave. Totalwnof
leave between two parents is 52 weeks.

2004

Parental Leave and Employme
Protection Amendment Act 2004

nPeriod for above payments extended to 13 weeks

1 Eligibility for leave changed taverageof 10 hours per
week from theminimumof 10 hours per week immediatel
preceding 6 or 12 month period

2005

Working for families

Financial package offgricombinations of housing
assistance, childcare subsidies and tax creditsddking
families

2005

Parental Leave and Employme
Protection Amendment Act 200/

nPeriod for paid parental leave payments extendéd to
1 weeks

2006

Parental Leave and Employme
Protection Amendment Act 2004

ntAmended to include paid parental leave for those ade
1 self-employed

2007

Employment Relations (Flexible
Working Arrangements)
Amendment Act 2007

> Employee who are responsible for the care of angope
has right to request flexible working practicesuis days
or place of work)

2007

20 hours’ free child care

Up to 20 hours treid care for 3 and 4 year olds at
eligible early childhood centres.

2008

Employment Relations (Breaks
Infant Feeding, and Other
Matters) Amendment Act 2008

Required designated facilities and breaks for eygse
who wish to breastfeed in the workplace or durirogkv
periods.

Employees provided with rest and meal breaks.
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The focus of these recent government initiativesed above, is on increasing labour force
participation by encouraging parents into paid warh more government support available
for working families. While it could be said thiddis is in response to the need to increase
labour force participation, particularly womenalso recognises that there are an increase in
families with two parents working, and that there ancreased costs associated with the
return to work, such as childcare (Hall and Lid@ig@2005; Pocock, 2006).

This paper will discuss how, rather than recoggidime importance of unpaid care work,
government initiatives support childcare for paseimt paid work, thus making families fit

around current work practices rather than promokomg-term change to the way we work
(Black, 2006a; Lewis, Gambles and Rapoport 200%hZaas, 2006). These initiatives
aimed at persuading parents to enter back intevtit&force are consistent with the business
case approach found in most of the research coediuty government departments and
commissions (summarised below in Table 2).

Table 2: Summary of relevant Gover nment resear ch and publications

Gover nment Departmental Objectives Key points

Department
Department of To improve the performance of the | ‘personal’, ‘managing family
Labour labour market and, in turn, life’, individual choice

strengthening the economy and
increase the standard of living for
those in New Zealand

Ministry of Social To help families and wimau be safe | Long and short term benefits
Development and resilient; to be successful and

have the ability to provide for their

own needs.
The Families’ To highlight issues that affect families Long tdsemefits, publications
Commission still focus on ‘individual choice’

for work-family issues.

Ministry of Women’s | Action plan for Women Focus on importance for women
Affairs to be inpaid work (Kahu and

Morgan, 2007)

What isthe business case for family-friendly policies?

The rationale for the business case is formed enbtisis that family-friendly policies will
improve the bottom-line and outcomes such as receunt, retention and performance. The
business case rationale for introducing familyffdly policies justifies the introduction of
family-friendly policy on the basis that it will iprove bottom-line business outcomes such as
recruitment, retention and performance (Charleswand Baird, 2007; Hyman and Summers,
2007; Liddicoat, 2003; Zacharias, 2006). DohePy04) finds the business case to be strong
motivation for employers to implement family-fridggolicies and this has also been proven
in New Zealand. An EEO Trust survey found that filvemost reason for having work-life
balance policies was to recruit the best employ&rsductivity and general business benefits
were also important, with social responsibilitytéd as the last reason (EEO Trust, 2006).
Still, given the labour shortage being experiengedNew Zealand, introducing family-
friendly policies for these reasons would be seearaimperative.
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However, the business case rationale has beercisgdi because business needs are
prioritised over employee needs (Pringle and Tudhd®96). Furthermore, Zacharias finds
that the use of the business case for introducamgjly-friendly policies “takes the current
ways of organising workplaces and private livesg@anted” (2006: 34), and as a result, runs
the risk of gendered organisations and work prastibeing left unchallenged (Zacharias,
2006). Work practices are largely based on gendeleas of the ‘ideal worker’, someone
who has no care responsibilities or significant potments outside of paid work.
Assumptions of this ideal worker contribute to waldce cultures of long hours and exclusive
loyalty (Eaton, 2003; Pocock, 2003; Williams, 2000} has been suggested that family
friendly policies, such as child care support, plasore importance on the ‘ideal worker’
while policies, such as flexible places of workhours of work, integrate variations from the
standard (Budd and Mumford, 2004). Initiatives sashparental leave and sick leave to care
for dependents do not challenge the accepted ‘ioomwork. They do, however, allow
temporary breaks from work for care of dependdmts$,upon return to work the norm must
be adhered to. These policies, therefore, aint enfployees’ lives around the accepted way
of working rather than changing organisational w@t Furthermore, an emphasis on
individual responsibility in the business case fm31 on creating more ‘choice’ for
individuals. The discourse of choice for indivitkilaemoves the responsibility from
organisations, and society to change workplacetipes; the onus is then on the individual to
‘manage’ their own work and home responsibilitieswis et al. 2007).

While family-friendly policies are seen as a wayattfacting and retaining good employees,
Doherty (2004) argues that use of the businessmagdead to family-friendly policies being
seen as a short-term solution until business comdithange. Zacharias too suggests that the
business case is a ‘fair-weather’ solution and ttegtse policies may be discarded once these
favourable economic conditions deteriorate” (20Q%:3

I s government relying on business case?

Charlesworth and Baird (2007) noted that when asgdional effectiveness was interpreted
as a ‘narrowly framed business’ case, the link betwgender equity and organisational
effectiveness was easily lost: “when the ratiorfalegender equity disappears, it becomes
very hard indeed [to] get gender on the agenda’a(lébworth and Baird, 2007: 399). The
consequence, in terms of policy, is that if theilhess case is the rationale for the introduction
of family-friendly policies, the focus of these mos is likely to be for the short term, and the
underlying conditions that create tension betwesd work and family will not change. The
business case rationale justifies family-frienddfiges because it is seen to improve business
outcomes. The following section provides exampléshow government policies and
initiatives to support working families have relieghon the business case rationale, in
particular:

The Employment Relations (Flexible Working Arrangers) Amendment Act 2007
- The Parental Leave and Employment Protection A6420

Financial support for working families: Working fBamilies and free childcare
Government sponsored research

A significant amendment to the Employment Relatidwet was passed by Parliament in
November, 2007. The Employment Relations (Flexiblarking Arrangements) Amendment
Act 2007 allows employees with children under tge af five or with disabled children the
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right to request changes to their working houragport and Industrial Relations Committee
2007). The legislation constitutes as a clear exawigthe prevailing business case rationality
behind family-friendly policies. The Flexible Workmendment Bill was introduced as a

private member’s Bill by Green Party Member of Ranlent, Sue Kedgely in 2005. In its

original form, the Bill focused only on working mets with children, and entitled employees
to request changes to how they worked. It encadagnployees to challenge the currently
accepted modes of work and questioned the waywhek is structured, and acknowledged
that the ‘traditional’ way work is carried out iften unsatisfactory, particularly for parents.

The ‘business case’ rationale became apparentdltine consideration of the Bill by the
Transport and Industrial Relations Committee. Tfransport and Industrial Relations
Committee recognised the benefits to employees eandloyers of a culture that allows
flexible working arrangements as they would widée tecruitment pool (Transport and
Industrial Relations Committee, 2007). Recruitmant retention is a key focus of the
business case rationale, as mentioned earlier.

Accordingly, business needs are prioritised ovesé¢hof the employee and it is the individual,
rather than the organisation, who takes respoitgilidr ‘managing’ their family and work
lives (Lewis et al 2007). The emphasis in legistais on thendividual employe¢o take the
responsibility of managing their family-work bala@cather than the employer. Not only does
the employee have to signal that they want to maianges, they must also specify the
changes, provide information on how this might ietpdeir work and suggest solutions to
mitigate any negative impact. Under the Act, theplayee is required to make their request
in writing to the employer and state whether theyrevrequesting a permanent or temporary
change, and, if temporary, when it would end. Hmvethere are several grounds upon
which the employer may refuse the request for cedagvorking conditions. These include:
detrimental effect on quality, performance andigbtb meet customer demand; inability to
reorganise work among existing staff; inabilityrexruit additional staff; planned structural
changes and burden of additional costs. Although Att allows changes to working
conditions that do not necessarily fall within ttamhal ways of working, it places the
responsibility onto the individual employee rathlean the organisation to find or suggest
ways that work and family/care responsibilities cenbetter combined. Thus, the needs or
outcomes of the business are prioritised over tobsee employee.

A second example of the business case rationalegislation is the Parental Leave and
Employment Protection Amendment Act. Under the, Abere are several types of leave
available to mothers and their partners. They mhelunpaid special leave of ten days to cover
appointments associated with pregnancy; materregvd; unpaid partner's leave; paid
parental leave and extended leave. The maximunbeuof weeks leave that may be taken
between a couple is 52 weeks extended leave ptusripaid partner’s leave entitlement. All
of the types of leave are based on continuous @eifer a minimum of six months and an
average of ten hours per week or more. Women sixtimonths’ service would be entitled to
the special leave during pregnancy and fourteerksvgmid parental leave. A partner with
six months’ service would be entitled to one weeak'gpaid leave. A woman with twelve
months’ service would be entitled to have extentgale to a maximum of 52 weeks,
including the paid parental leave. Her partnevegithe same service requirements, could
share the extended leave entitlement and wouldnkited to two weeks’ unpaid partner’s
leave in addition to that. Self-employed women emétled to paid parental leave with the
same service requirements. Women or their partvén®e do not meet the service
requirements are not entitled to parental leaveétenent of Labour, 2007b).

38



New Zealand Journal of Employment Relations, 20383):34-44

In New Zealand, women make up the majority of pine and casual workers (Statistics
New Zealand, 2001b). The Paid Parental Leave ampldyment Protection Amendment Act
2004 has been criticised because eligibility isethel@nt on continuous service and minimum
hours of work. This means that many women whoeanployed casually or on fixed term
agreements may not be eligible for paid parentatde Women who have worked part-time,
but not on consecutive week (as one hour per weekquired with at least forty hours per
month), also, do not meet the requirements. Thgbdity of women who have recently
taken maternity leave, and wish to do so agairafsubsequent child is also restricted. They
must, once again, meet the continuous employmepiraaments with one employer criteria
in order to be eligible for the leave.

Thirdly, the government has, in recent years, ohiced two initiatives aimed at encouraging
more parents into paid work. The firstéorking For Familieswhich is a financial package
for only those parents who are in paid work. feof a combination of housing allowances,
supplementary payments, tax credits and childcabsidies (both for pre-school and after
school care). It was introduced in 2004 and islabt to all families earning $70,000 per
annum or less and some families (with several oiillearning up to $100,000 per annum or
less (Working for Families, 2007). One of the riegments for eligibility is a minimum total
hours of work per week for the household. The eashon paid work, again, reflects the
‘business’ imperative of encouraging parents ird@ pvork. A consequence of the minimum
cut off is families needing to fit around standavdrk organisation. The second initiative,
which was effective from 1 July 2007, was the idtration of twenty hours free childcare for
all three and four year olds in New Zealand. Wlile impetus for this was to provide pre-
school education for children, it also supportsepts in paid work by easing the financial
burden of childcare. The policy of supported atalak, again, assumes that work organisation
cannot be changed to accommodate families andachgtemilies need to fit in around work
requirements.

The research and policy advice of governmental @gsrfollows a model that focuses on
individual choice and responsibility and, excludthgt of the Families Commission, is driven
by a business case rationale to improve econontidoariness outcomes. An example of the
prevalence of the business case in governmentahnes is the New Zealand Department of
Labour. The Department has been pivotal in progdmesearch that investigates work
practices and how they can maximise economic ptodiyc The purpose of the Department
of Labour is indeed “to improve the performancettod labour market and, through this,
strengthen the economy and increase the standattvimg for those in New Zealand”
(Department of Labour, 2007). Its role, amongked, is to provide information and support
to improve workplace productivity. The Departmeait Labour has two major research
initiatives; one is in work-life balance and thehet, work productivity (Department of
Labour, 2007). The language used by the Departmiebabour’s description of work-life
balance, for example “...deciding on and maintainamgappropriate balance between our
work life and our personal life is an individuakp®nsibility”, focuses on individual choice
and needs, and describes managing family life &veould describe managing a business
(see the Department of Labour replogssons from the Workplace Proje2008: 48). In line
with a business case rationale, this form of nornaue is translated and normalised into
workplace practices.
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In contrast to a focus on the economic prospectshefcountry, the Ministry of Social
Development undertakes social research on childyeath, family and community. The
Ministry works strategically to bring about longrte benefits, while, also, endeavouring to
find short term solutions (Ministry of Social Degpment, 2007). This combined approach is
evident in research published by the Ministry irD@0 The researchVork, Family and
Parentinginvestigated the effect on children of work-famdiioices made by parents and
how families could be supported to minimise negativork spillover. The methodology
behind the research was one that focused on indiVichoice and preferences in combining
work and family life, which is in line with the bmess case’s emphasis on individual
responsibility. The research did recognise, howetat individual choices are often made
within constraints such as financial constraintsl(@r Brunton, 2006).

Another Government Department that has undertagsearch in the family-work area is the
Families Commission. The Families Commission’sppse is to highlight issues that affect
families and disseminate this information acrossegoment agencies and the community
(Families Commission, 2007c). The Families Comiarssakes an approach that centralises
family concern, rather than social and economicettgament. It included work-life balance
and quality flexible work as a focus for 2007. Tramilies Commission recently published
research on parental leave in New Zealand, anithidéngs were that “New Zealand can do
better to give parents real choices around how d@angce their employment and family
responsibilities” (Families Commission, 2007b: 11).The findings of the Families
Commission’s research will be discussed in detdérlin this paper. However, despite its
family centred approach to work-life balance, ipamphlet aimed at working parents, the
Families Commission emphasises steps itlditviduals can take in order to provide better
balance in their lives (Families Commission, 20078is is consistent with the business case
approach of individual responsibility for achievibglance, rather than workplace change or
responsibility (Lewis et al. 2007).

How do we know that the policy changes are not enough?

As indicated earlier in this article, New Zealandesd not perform particularly well in
international comparisons of support for familyefrdly policies (Ray et al. 2008). This is
confirmed by data from different sources within Né&aland — reports in popular media;
statistics showing women are over-represented liatipae work; level of payments made to
women on paid parental leave and research condbgtdte Families Commission.

Reports in media indicate that New Zealanders f&él tension between work and family.
Laila Harre, who was instrumental in developing Néegaland’'s Parental Leave and
Employment Protection (Paid Parental leave) Amemdnfet 2002, has been quoted as
saying that government and workplace policies db giee people genuine choice about
whether to work or not: “All our social policy gesigned around the choice of whether to
work or stay home being available only to peoplewave partners who can support them
financially, so it's not a choice” (Harre cited Black, 2006b). In addition, an ACNeilsen
survey of 1000 New Zealanders published by RelatignServices found that of “more than
half of the population want more time with theiildren (66 per cent of men, 52 per cent of
women) and close friends (54 per cent on avera@igd in Collins, 2006). A prominent
New Zealand journalist, who left the profession,oagst other reasons, to gain more time
with family and friends, was quoted as saying thatpolicy makers only look at work/life
balance in terms of providing more childcare wheréhee real answer will only come from
redefining work so that women can feel they areieathg and be perceived as achievers
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without having their kids parked eternally elsevdigiBlack 2006a). In short, these media
reports indicate that the regulatory frameworH dides not support women in paid work with
children.

While, according to OECD statistics, the averageuah hours worked has decreased since
2001, New Zealand still rates as one of the highetgrms of numbers of hours worked per
person. New Zealand ranks above Australia, CamadiaJapan, amongst other countries
(OECD 2007). Burgess and Rasmussen (2007) fowatdhé average hours worked per week
has increased in both Australia and New Zealancesine 1990s. This increase includes an
average growth in household working hours and aaxghao when the hours are worked.
Hours of work have changed so that the standar&iagmeek of daylight hours, Monday to
Friday, is no longer as common as they were prelouWhile average working hours in
New Zealand have decreased a little since 2001gdagrand Rasmussen found that “there
appears to be a tacit acceptance that working thends have been reversed permanently and
will continue to either increase or stay at a highel” (2007: 9). One effect of a labour
shortage is, indeed, an increase in the numberoaofshworked by individuals (Callister,
2005). While increased working hours poses maplpms, it is of concern to employers
trying to attract parents of children into the paidrkforce. The increase in working hours
also has an impact on parents’ decisions to wodatlme they need to arrange childcare to
cover longer hours and choose to spend less titttetheir family.

Another indicator of women’s efforts to combine gavork and family responsibility is the
proportion of women working part-time. Of those ring part-time, the majority were
women “with almost two and a half times more fersaleorking part time than males”
(Statistics New Zealand 2001c). In Australia, fiemie jobs are held largely by women in
their childbearing years. Pocock’s interpretatisrthat “they have essentially adapted the
traditional Worker-man/Carer woman model by addinfalf-time wage earning role to the
duties of women” (2003: 165). It could be inferrdwt the reasons for most of part-time
work being done by women in New Zealand are theesam

Strachan and Burgess (1998) found that if employnséould generate enough income to
support a family then paid parental leave shousd @irovide sufficient income to support a
family. However in 2008, paid parental leave wagl@t anaximunof $407.36 compared to

a minimum of $480 per week for a 40 hour week under minimuragev legislation
(Department of Labour, 2008). Minimum wages areedasn a minimum standard required to
meet an acceptable standard of living. This woulggest that the parental leave payments
would not be adequate to provide a certain stanofliding. It could also be implied that as
the maximum amount payable for paid parental leavewer than the minimum wage, care
or family work is, indeed, less valued than paidkyand that parental leave payments would
probably not be sufficient to support a family.

Following research with New Zealand families, tharilies Commission found that while

recent changes to legislation had made improvemtrgese were further changes that should
be made. The recommendations of the report wexe gbvernment funded paid parental
leave should be extended to 13 months by 2015;dlgibility should be extended to those

who had been in employment but may have experiefgaas’ in employment or changed

employers in the previous 6 months and that remerdgs of minimum hours per week be
removed (Families Commission, 2007). They alsonébthat the level of parental leave

payments should be increased in order to lesseloufin on families.
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Conclusion

While several positive changes to legislation andegnment policy were made during the
period of Labour-led governments in New Zealananfrd999, these changes were grounded
in a business case rationale. The significanceh® is that they favoured individual
responsibility for ‘managing’ family and paid workesponsibilities. They focused on the
positive outcomes for business and the economyhénshort-term, rather than long-term
change and outcomes. While acknowledging the respiities of working families, the
legislation encouraged families to shape theirslimeound work rather than changing how we
expect work to be done. Furthermore, anothercgiti of the business case rationale is that
when the circumstances supporting the ‘business caange, the policies may be removed.
There could not be a clearer example of this thmarmouncement by the prime minister in
the lead up to a general election in November 20@8me Minister Helen Clark announced
that her party had intended to extend paid pardesale, but would now abandon the policy
given the emerging global financial crisis (TreyQ08).

It has been argued that, in order for working fasito have real choice in how they balance
their responsibilities, systems and institutions wadrk must change. This has not yet
happened in New Zealand and it is predicted thatribxt few years, with a change in
economic conditions and a newly elected centretgglivernment, it will show how Labour-
led policy was based upon the business case riiand how this has weakened or restricted
the improvements possible for working families.
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A Contested Workplace: Situating New Zealand’'s OHSM
Regulatory Practice within the Literature — an Introduction to the
Policy History and Regulatory Debates

JOHN WREN

Abstract

The implementation of New Zealand’s OccupationaélHeand Safety Management (OHSM)

regulatory regime has been subjected to sustaintgue by the National Occupational Health

and Safety Advisory Committee (NOHSAC). The mosterg critique focuses upon the

perceived inadequacies of current standards armthgoe documents about what occupational
health and safety management systems (OHSM systeraspractice means for employers. This
paper provides an introduction to the literatunsfdny, and policy debates about occupational
health and safety (OHS) regulatory practice in aded western nations. New insights in the
recent literature pointing to the importance of emstnding ‘regulatory character’ and the
overlapping and often conflicting regulatory natafethe workplace space are identified. The
insights raise questions about the role of a watkesompensation scheme in promoting

workplace safety, and suggest that in order to emgint a best practice OHS regulatory regime
in New Zealand action on a number of fronts is nexgli

Keywords: OHSM regulation, OHS management systems, poli@st lpractice, literature,
history, regulator, workers’ compensation scheme

Introduction

The functioning of New Zealand’s occupational healhd safety regulatory system has been
under scrutiny by the National Occupational Healtld Safety Advisory Committee (NOHSAC)
since 2003 (Pearce, Dryson,Gander, Langley and atfets2007, 2008; Allen and Clarke et al
2006; Kendall, 2005, 2006; Access Economics eDa@b2Pearce et al. 2005; VIOSH et al, 2006;
Driscoll, 2006; Driscoll et al. 2004; Pearce et 2006; Driscoll et al. 2005; Health Outcomes
International Pty Ltd, 2005). NOHSAC members repnés range of expertise within the broad
fields of occupational health and safety, and mtevindependent advice to the Minister of
Labour on occupational health and safety in Newlateh The most recent advice to the Minister
of Labour is critical of the failure of the Depasgnt of Labour to develop adequate standards and
guidance documents about what occupational heakthsafety management systems (OHSM
systems) best practice means for employers (Peaaie2008).

This paper provides an introduction to the liter@tuhistory, and policy debates about
occupational health and safety (OHS) regulatoryctra in advanced western nations. New
insights in the recent literature pointing to thgpbrtance of understanding ‘regulatory character’

" Dr John Wren, Adjunct Research Fellow, New Zealmstitute of Work and Labour Studies, Auckland \nsity
of Technology
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and the overlapping and often conflicting regulgtoature of the workplace space are identified.
These insights suggest that in order to implemdregst practice OHS regulatory regime in New
Zealand requires action on a number of fronts.

The review is organised around the following themes

1. Contours of the OHS policy literature and policyuss;

2. Outline of the current dominant regulatory approaxi®©HS regulation in advanced western
nations;

3. Issues relating to current regulatory approachdvaaced western nations, and evidence for
effectiveness of the approach;

4. New Zealand specific issues within the current leiguy regime;

5. Based on the proceeding evidence, identificatioquestions about the possible the role of
workers’ compensation authority.

An inductive approach was also used to inform likesature review. The approach serves three
purposes:

1. The identification of the range of theories and hodt that have been used to describe and
explain the process of OHS regulatory change, &edautcomes that have occurred in
various countries.

2. The identification of “enduring patterns and redaships” (Hakim, 1987) across time and
cultures about the origins of OHS regulatory chatlge factors that commonly determine the
final outcome, the policy issues commonly debat@ad the policy positions taken by
participants in the debates.

3. The development of a cumulative and critically aaveody of evidence that can be used to
inform the discussion of New Zealand’s occupati@adéty and health policy as expressed in
its current regulatory form.

Wren (1997; 2002) argues that the literature carclassified into approaches informed by
Pluralist theory, Marxist theory, Industrial retats, Historic-legal method, Public choice theory,
and Critical theory (Wren 1997; 2002). This revisummarises and updates Wren’s original
analysis.

Contours of the OHS Policy Literature and Policy Isues

Over the last 30 years a sizable and diverse bdditecature has developed describing and
exploring the origins, causes of change, and pdliepates around OHS regulation in many
advanced western nations (Wren 1997; 2002). Thergeshape of this literature is characterised
in Figure 1.
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Figure 1. Types of occupational safety and health gicy research and their explanatory
orientation

Spectrum of Research Orientation

| Types of Policy Research Questions |

Types of Explanatory Emphasis

| Level of Evidence

Question 1 Question 2 Question 3 Key Source of Number of Analytical Testability of Level of
Basic Focus Approach Agents Conflict Causes Critique Hypotheses Evidence
Explanatory Individuals Ideas and Single Technocratic High High
Orientation 1 é Interest Groups Values (Values and falsifiability
Elite Groups norms of the
social system un-
questioned.)
Process Comparative Pluralist theory Pluralist theory Marxist theory Pluralist theory Marxist
Analysis of Policy e Descriptive Industrial Pluralist theory ~ Historical-legal
Content Relations Method
Output Explanatory Pluralist theory Historical-legal
and Method
Policy as: Historical-legal Historical-legal Historical-legal Industrial Industrial
Method Method Method Relations Relations
Independent Pluralist
or Industrial Relations  Industrial Relations Historical-legal Industrial
Method Relations
Dependent Marxist theory
variable Marxist theory Marxist theory Marxist theory
Explanatory Class Material Multiple Radical (Values Low Low
Orientation 2 ﬁ (Economics) and norms of the falsifiability

social system
questioned.)

Analysis

for Policy

Evaluation

{ Information
Policy advocacy
Process advocacy

Public Choice
Theory
Feminist Critiques
Green Critiques,
etc.

Source: Adapted from Wren (1997).

The taxonomy suggests that there a number of tgp&HS regulatory policy literature each of
which have a predominant explanatory orientatidre @rientations are towards:

» Either ‘analysis of policy’ or ‘analysis for policy

» A foci upon process, content, output type reseguastions, or towards evaluation;
information, policy advocacy or policy process typgstions

» Particular sets of explanatory emphasis;

» Different types of research evidence to supporttrelusions reached.

Analysis of” policy refers to analyses aimed at achieving enstnding of the policy change
process and the issues involved. Analykis policy is concerned with solving the policy issye
and advocating for a particular solution (Ham anll, #993; Hogwood and Gunn, 1981). This
distinction has also been referred to as ‘writitgpwt public policy’ and “referring to public
policy” (lchman and Uphoff 1983). In contrasbetproblem of research orientation has been
phrased as a ‘unit of analysis question’, is thit ohanalysis the policy ‘process’ or the policy
‘network’, or is it the policy ‘program’ (Rainey drMilward, 1983).
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Theoretically inclined Marxist accounts of occupatl safety and health policy change are
predominantly found within the sociology of headtid illness and the sociology of law literature
respectively (Wren 1997; 2002). The accounts empbagass conflict, and that the content of
any policy is determined by who has control of kbgitimate core decision-making apparatus.
Countries studied include the United States (Bernd&®77; 1978; Craig, 2007; Curran, 1984;
Navarro, 1983; Wysong 1992; 1993; Calavita, 1988yairo 1978; 1980; Coye, 1979), Canada
(Sass, 1986; 1989; 1993; 1995; Walters, 1983; 19891), United Kingdom (Clutterbuck, 1983;
Dalton 1992), Italy (Assennato and Navarro, 1988yairo, 1983), Mexico (Laurell, 1979), India
(Vilanilam, 1980), and Australia (Pearse and Reaiglea 1982; Carson, 1985; 1989; Carson and
Henenberg, 1988). Cross-national surveys lookinghat reasons for the various forms of
government occupational health service provisiat tdan be found in some capitalist countries
and former east-European socialist states havebaleo undertaken (Elling, 1977; 1980; 1989;
Greenlund and Elling, 1995).

In Marxist analyses the origins of change in OH8cgan the 1970s are attributed to pressure
from rank and file trade union members upon orgahision leadership for more attention to be
paid to health and safety at work. The advenhi® pressure has been linked to the perception
that the then existing arrangements were not wgrkamd were incapable of controlling new
hazards arising out of new technologies and praoluanethods. In explaining the change
outcomes, emphasis is placed upon the historig#licobetween workers’ and employers over
control of the means of production. In additiorhere change has been deemed favourable to
workers’, this has only occurred where labour hag the political and or economic advantage.
The policy issue of particular attention is the keys’ right to know about the hazards of the job,
the right to be informed about the results of angnitoring of their health or the work
environment, and the right to refuse dangerous work

Within this stream of literature a diversity of ojmn exists about how to explain the changes. A
number of writers for example, emphasise the deténg influence of the level of political
power that can be mobilised by the representatofesabour. Other authors highlight the
functional role played by the state in maintainthg economic system. Some researchers focus
upon the role of ideology in constraining the wag®policy is thought about by policy makers,
academics, practitioners, and managers. Still matkors have argued that much OHS law is
only of symbolic value, while others have commertteat even symbolic law can come to have a
positive effect in the longer term.

In contrast, pluralist analyses, argue that oftgmadicular policy reflects the current level of
knowledge, values and beliefs of decision-makergl amphasise the role of conflict over
different values and ideas as the motivation behimdnge. The influence of different
institutional political arrangements in the Unit8thtes, Canada, United Kingdom and Germany
are highlighted as explanations for different pplautcomes (Ashford, 1976; 1988 ; Kelman,
1981; Singleton, 1983; Wilson, 1985; Doern, 197978 Doern and Wilson, 1974; Kelman,
1980; Mendeloff, 1979; Grabe, 1991; Boehringer aRdarse, 1986). Political science
perspectives put emphasis upon the contingent regrémental nature of much policy change,
and highlight the role of organisational behaviand power (Lindblom, 1959; 1979; Lindblom
and Woodhouse, 1993; Mendeloff, 1979).
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Historical-legal studies represent a large pathefliterature on OHS policy in western nations.
The studies tend to highlight four factors. Fiest,pointing to the existence of a combination of
state and society centred technological, economitiadustrial factors as influencing change.
Second, there is an inclination towards emphasiieghistorical specifics and contingency of
legislative developments. Third, a focus upon cleang the ‘legal interpretation’ of the law
pertaining to health and safety and accident cosgteon, which is particularly applicable to
studies that appear in the legal literature on ghann British health and safety law. The last is
the use of comparative social-historical narrafimeexplanation. The literature draws attention
to the importance of understanding how differegalesystems and terms reflect differences in
values and ideas about the role of law in contiglsafety at work, the economy, and efficiency
in government intervention. Studies have been iaklen on change in the United States
(Altman, 1976; Levenstein, 1988; Orloff and Sko¢pth984; Szasz, 1984; Brodeur, 1974;
Davidson, 1970; Moss, 1994; Page and O’'Brien, 1@@nelly, 1982; Heath, 1986; Peters,
1986; Muraskin, 1995), Australia (Biggins, 1993;efghton and Gunningham, 1985; Gunn,
1990; Gunningham, 1984; 1987; James, 1993), Fré@assou and Pissarro, 1988), Germany
(Hauss and Rosenbrock 1984), ltaly (Bagnara, Bemwé Mazzonis, 1981), United Kingdom
(Hutchins and Harrison, 1966; Steemson, 1983; Tisprh@70; Woolf, 1973; Baldwin, 1990;
Barrett and James, 1988; Eberlie, 1990; Harris@951 Barrett, 1977; Howells, 1972; 1974,
Lewis, 1974). Other authors have undertaken sirstladies that combine an element of social
history with an emphasis on legal interpretatiomr(Bws and Mair, 1996; Dawson, Willman,
Bamford and Clinton, 1988; Drake and Wright, 19BBzpatrick, 1992; Friedman and Ladinsky,
1967; Hepple and Byre, 1989; Barrett and Howel@95} Holgate, 1994; James, 1992; Miller,
1991). Cross-national comparative studies of theeld@ment of factory legislation in advanced
western economies have also been done (Gordon; $88feton, 1982;1983; Weindling, 1985).

Public choice theorists and economic rationalistaigh, argue that decisions about OHS policy
should be determined by economic rationalist moa¢lshe behaviour of organisations and
individuals in a free market. Rationalist modelsxa@give of the policy process as analytically
separable components or ‘boxes’ that form a sequeh@vents called the policy process, and
that policy-making is about maximising social gand policy-making should be about the
rational consideration of all alternatives, inchglicompeting values, costs, and benefits (Dye,
1987; Pierson, 1991). Rationalist approaches tomational safety and health policy fit within
the area “analysd®er policy” in Figure 1, and uniformly present economiguments about the
degree to which government should or should narvene in occupational safety and health
(Diehl and Ayob, 1980; Smith, 1974; Steigler, 19¥1scusi, 1979; 1983; 1996; Coase, 1960;
Dorman, 1996; Oi, 1973; 1974; Rinefort, 1980).

While it can be seen that the literature is quiteide in the explanations put forward, there is a
remarkable consistency across all the studies andtges about what the core policy issues are
in advanced industrialised nations irrespectivehef dominant political ideology, type of legal
system, the particular experience of industrialisgtor country examined (Wren, 1997; 2002;
Frick, Jensen, Quinlan and Wilthagen, 2000; Bohig Quinlan, 2000). The first issue, around
which there is extensive debate, concerns whalhdasappropriate role for workers’ and their
representatives in promoting workplace safety? tAeoimportant issue, in recent years, is the
debate about the extent to which the state shot#aviene in regulating occupational safety and
health. The question of ‘extent’ means the degoeehich government should be involved in
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health and safety. In other words, what level ape of resources should government commit to
the control of injuries and illnesses in the wodqd?

Closely related to the issue of the ‘extent’ to ethgovernment should intervene, is the question
of how government should intervene and it is at this pointhe discussion that the question
about which prevention system to use returns. ifgiance, should government have nothing to
do with health and safety at work and leave empkywad employees to work it out between
themselves? Or should the state set specificrierita statute by which the performance of
employers and employees would be measured? Aliteeha the state could intervene by
promulgating highly detailed sets of prescriptieehnical regulations that would be rigorously
enforced. The state could also intervene, by enepogy workers’ and or their representatives to
act on their own behalf. Another issue implicit timeese debates, of particular relevance in
countries with a British legal heritage, are debatkout the legal “standard of care” that should
be imposed upon employers and employees. Shoeldstdndard of care be an “absolute”
standard, or a lesser one of a “strict” duty ofecdlrat provides for a defence of “all reasonably
practicable”? Another issue concerns what is gor@piate level of resource allocation by
government for implementation of the OHS policyineg?

The research clearly highlights the contested amwthected nature of OHS policy to industrial
relations and workers” compensation policy. Howereeent Australian research has argued that
not only is OHS policy connected, its effectivenasscompromised because of inherent
philosophical conflicts between regulatory reginvesrking in the same space (Haines and
Gurney, 2003; Johnstone and Sarre, 2002). In #mgilysis Haines and Gurney (2003) argue that
while there may appear to be a superficial congreext a high level between regulatory regimes
operating in the same or overlapping space, inldactuse the regimes originate from different
philosophical perspectives and are designed fderéifit policy outcomes/agenda, they in fact
compete with each other. The example they giveeisvben competition law and health and
safety law in Australia. Both competition and hieahd safety law regulate business behaviour,
however competition law operates in a paradigmrofrting a free market while health and
safety operates from a welfare paradigm. Consety gmtvate enforcement behaviour aimed at
improving the safety behaviour of a subsidiary op@ier company can be challenged on the
basis that it is restricting trade and is consetjydiegal behaviour.

Using Haines and Gurney’s (2003) analysis, it cdagdargued that the same situation applies in
New Zealand. On one hand we have a workers” cosgtgn regulatory regime that is a no-
fault welfare system, on the other the OHS regisna substantially a punitive fault based one
that prioritises the responsibility of employers nm@anage workplace health and safety. The
difference in approach has implications for howidest investigations take place and where one
thinks prevention should focus. The former appnoadght encourage a systems thinking and
avoidance of laying blame, while the latter coutdttfs more upon individual behaviour and
blame. Another good example of the tension betwegnlatory regimes operating in the same
space is the obligation of employers to respecbrma hand individual worker’s rights while on
the other having to actively promote health andetyain the workplace. In this context,
employers may wish to impose drug testing uporr tverkforce, although this may be resisted
by unions on the basis that it breeches individuaikers’ rights. Consequently, it can be argued
that the regulatory regime protecting individuaghts compromises the ability of the OHS
regulatory regime to promote improved worker safety
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Based upon the review, Figure 2 below presentsraegtual framework for considering the
overlaps between regulatory regimes and OHS regnlah New Zealand operating in the
workplace space.

Figure 2: A Contested Workplace: A Policy Frameworkof OHSM Regulation in New
Zealand

Free Market Regulation— | "
Competition Law

OHS theory &
practice

Accident
Compensation Policy

Bill of Riahts

Industrial Relations
and Labour Market
Policy

Public Health and
Environmental Law | .-

Source: Adapted from Wren, 1997

Current dominant regulatory approach to OHS managenent and regulation
in advanced western nations

The previous section presented an overview of teeegl debates about OHS regulation.

However, it has been argued that how OHS is regdilist closely tied to dominant theories about

the causes of workplace injuries (Frick et al. 200the theories are important because they
significantly influence the way OHS practitionensdaresearchers think about the causes and
prevention of workplace injuries and ill-health.

While there are many injury causation and preventieories, the dominant theories originate

within the following schools of thought: Medicinelndustrial Hygiene, Occupational
epidemiology, Individual and Organisational Psydggl and Ergonomics, Systems theory
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(Quinlan, 1993; Quinlan and Bohle, 1991). In Nevalded, Domino theory and Loss Causation
theory which originated in the early psychologitrature, Epidemiology and more recently

Interactive/Systems theory are seen as being thmendot perspectives (Slappendel, 1995; Wren,
1995). 1t is interesting to note that Slappendsiitautes the prominence of these theoretical
approaches to the “endorsing role of three keyrasgéions”™: 1). the National Safety Association

in the 1950 and 1960s; 2). ACC patrticularly durthg late 1970s and early 1980s; and, 3). the
Department of Labour (Slappendel 1995; Wren 1995).

Associated with these dominant paradigms was argenegulatory approach that emphasised
prescribing in some detail “what” work hazards dddee controlled, and “who” should control
them (Bluff and Gunningham, 2003). However, dutimg 1970s it became increasingly accepted
that prescriptive technical regulation was failtegdeliver better workplace health and safety.
The 1972 British Roben’s Report with its call foshift towards employer self regulation was
particularly influential agent for guiding changes, was the Scandinavian work environment law
reforms that introduced concepts around workeghts to participation in OHS decision-making
and seeing OHS as a systemic part of the total plack environment. These reforms began an
international process throughout the 1980s of ge€iS regulatory regimes shift towards a
regulatory emphasis upon encouraging employersdacpively adopt a systematic management
approach to controlling their workplace hazardsciEet al. 2000). By the 1990s the process of
transition had resulted in a general acceptanc®H$p practitioners and regulators of a new
dominant paradigm in advanced industrialised naticalled Occupational Health and Safety
Management Systems (OHSM Systems). OHSM Systenmamgsed on the logic that argues:

* OHS is anintegral part of the production process;

e senior management is responsible of the produgtiocess and consequently OHS;

* to minimise work place health and safety, decisiabhsut OHS have to be integrated into
decisions about production;

e an essential pre-requisite to making OHS managedwemisions is the systematic assessment
of work hazards; and

e prevention requires adequate distribution of tasiksd resources across the whole
organisation, (Frick and Wren 2000).

Frick et al (2000) argue that accompanying the ldgweent of the OHSM Systems paradigm

have been the introduction of new Occupational tHeanhd Safety Management (OHSM)

regulatory regimes in many advanced industrialomsti The OHSM regimes are characterised

by:

e active promotion by government agencies and pricatesultants of the voluntary adoption
by employer’'s of OHSM Systems into their workplgces

e an international debate on what constitutes minin@H8M Systems standards, and whether
there should be an international OHSM Systems dstahpromulgated by international
organisations — such as CEN and the ILO;

» the introduction of national guidelines, particlyain EU member countries, on the
implementation of OHSM Systems, which is extendimgnaking such standards mandatory
for all employers;
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» the development of a mixed (“hybrid”) regulatorypapach in Australasia and the USA that
both promotes industry self-regulation / adoptidil®©6ISM Systems and targeted compliance
forcing the adoption of OHSM Systems on high ristugps;

e a growing international literature debate about wd@es OHSM as a regulatory approach
really represents: is it a “sham”, or a “paperitige is it a “success story”?

Within the overall OHSM regulatory framework, Friek al (2000) have discerned a number of
contrasting points of emphasis in its implementaby western nations:

* Quality control approach that places emphasis upenuse of production engineering and
safety design rather than controlling worker bebawrio improve safety.
» Safety behaviour approaches that emphasise congrdiehaviour rather than relying upon
engineering solutions to maintain safety and qualit
* A emphasis upon either:
0 encouraging voluntary adoption of OHSM Systemsuglothe promotion of OHSM
Systems by the private sector including workersinpensation organisations; or
o forcing compliance with a set of national or in@onal standards for OHSM
Systems similar to the ISO standards for produetlityu(ISO 9000 series) or the
environment (ISO 14000 series).

These differences have meant that in practice h&l8Id is implemented in law, and enforced,
varies between countries making comparisons ot&ffeness problematic.

I ssues relating to the Current Dominant OHSM Regulatory Approach, and Recommendations
to Promote Effectiveness

The OHSM regulatory approach represents one enthefregulatory spectrum (Bohle and
Quinlan, 2000; Dwyer, 1991; Frick et al. 2000; Hmslk 2005; Johnstone and Sarre, 2002;
Quinlan, 1993; Quinlan and Bohle, 1991; WilpertD2D At one extreme are approaches that are
described as ‘prescriptive or norm / rule compleandentated’, at the other are approaches such
as OHSM that are characterised as ‘performanceoal’ grientated (Hopkins, 2005; Wilpert,
2008).

What does Compliance Mean?

Hopkins argues that a significance issue with teggomance approach is that it has created a
situation where “the very concept of compliance tioasome extent lost its meaning” (2005:7). In
the absence of technical standards, both empl@etsegulators have to make more informed
decisions about what the level of risk is in a vwdake and how to best control them. However
both parties may not have the necessary levelfofrmation to make the decision, or there may
be significant disagreement about the best way amage the risk or what the level of risk
actually is. Consequently, uncertainty arises fothlparties as to whether compliance has been
achieved. Hopkins (2005) suggests that the besttwaghieve compliance is for regulators to
“go beyond compliance monitoring” with regulatonyjas, to also undertake activities involving:
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e auditing the auditors;
* being more proactive about undertaking investigatibinjury / health events;
e supporting company staff by advising on organiseti@esign;

* exposing poor performance and creating a envirohngénregulatory ‘crisis’ in an
organisation.

The issue of what does compliance mean in a pedoce framework is also reflected in other
studies. Wilpert, (2008) observes that “the comcsign options of goal-orientated regulation
are still somewhat vague”. Furthermore, the focpenuOHSM Systems as the means to
achieving compliance are not readily amenable teeptation and control through traditional

enforcement mechanisms such as inspections. A pewach is needed that requires both the
regulator and the employer to first negotiate agesg about what is an acceptable level of
performance for the workplace and associated itolisdo measure performance, and then to
build a culture of organisational self-learning anshimising errors. Others have argued that the
“overall effectiveness” of OHSM regime is determdniey the adequacy of the OHS Standards
that may take a variety of forms and which infoine tregime (Bluff and Gunningham 2003;

Frick et al. 2000). Bluff and Gunningham, (2003pggest that Australian ‘21st century OHS
regulation’ should consist of regime where:

(1) the OHS statutes comprise general duties astérsytic process-based standards,
covering each of the principal relationships betwegk producers and risk exposed;
(2) OHS regulations provide comprehensive coverafydazards encountered in
contemporary working life, by achieving the riglatidnce between carefully defined
performance outcomes and performance targets, pedifisation standards for
significant risks; and

(3) evidentiary standards are the vehicle for imguand sector specific guidance, as
well as for some technical standards, where botlear benchmark of compliance
and flexibility are desirable features (Bluff andr@&ingham, 2003:30).

Existence of a Sufficient OHS I nfrastructure

Another significant issue raised in the literatisrehether there is a sufficient OHS infrastructure
available to support the implementation of an OH®¢ime (Bohle and Quinlan, 2000; Frick et
al. 2000; Quinlan, 1993; Quinlan and Bohle, 19®&13ufficient infrastructure is one where:

» the private and government workforce is large ehdogorovide timely advice and undertake
inspections / audits;

« the OHS work force is educated enough to fulfil loées and functions required in an
advanced economy;

* competency standards for the OHS workforce are plgated and promoted,;

* regulators are supported by a judiciary that em®mpliance;

« information in the form of standards and guidanceutnents is readily available about what
‘best practice’ means.
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Changing nature of the workplace and globalisation

Other issues that have been identified as currggafng major challenges to the regulation of
OHS in advanced industrialised nations include (B@md Quinlan, 2000; Quinlan, 1993; Welil,
2008; Quinlan and Mayhew, 2000):

» the changing composition of industry;

« the arrival of new technology and associated rsksany of which are unknown;

e an increasingly diverse range of workplace emplaymrelationships and increasingly

internationally mobile workforce, which makes OH&magement more difficult;
* debate over the role and adequacy of InternatiSteaidards versus local standards;
» areduced unionised workforce that contributes émitoring and enforcing compliance.

In response to these challenges, Weil (2008) stggbsit effective regulatory workplace
enforcement should:
» prioritise resources on those industries and waidgs with the most vulnerable workers’;
* undertake enforcement actions that have a detemfatt beyond the immediate
workplace;
e« promote and introduce measures that require sastainbehaviour change in the
employer beyond the immediacy of an inspection;
» undertake activities that have strategic systerffiects at the industry, geographic or
technical level.

The Problem of Small and Medium Sized Workplaces (SMES)

Small and medium sized businesses (defined ashas0 employees) pose extra challenges for
the implementation of OHSM in many countries, yefyt are responsible for the employment of
significant levels of the total employment in a noy. In many industrialised nations SME’s are
responsible for employing 30 to 50% of the totalrkiorce. Consequently, improving the
effectiveness of OHSM in these workplaces is @itio achieving an effective OHSM regulatory
regime and ultimately reducing injury rates andriowing the health of the workforce.

In OHS terms, SME’s are seen as particularly gt wmerkplaces because they often lack
management expertise, operate in more hazardouroements, have higher rates of injury and
lower rates of return to work for injured workerahd they are often hard to reach to promote
OHSM Systems and to monitor compliance (Eakin, Laamah Limborg, 2000).

Internationally, three approaches to promoting OHS¥tems in small workplaces have been
trialled. In Denmark the approach has focussed UpHIS professionals’ actively engaging in
dialogue and providing consultancy with SME ownamsl managers. The approach has been
shown to significantly increase the uptake of Ol8ises, however it requires a well trained
OHS workforce who are supported by education toalsctly relevant to the needs of SME’s
and tailored to specific industrial settings. Theeflish approach has been to empower and
support workers’ to have an active role in monrigrcompliance. A different approach based
upon a community development model has been usd&dntario Canada, with support from
Workplace Safety and Insurance Board. This apprbadids upon the work and expertise of the
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Canadian Safe Communities Foundation, which is castsnl with the international Safe
Communities network. The approach focuses upondimgil a local community network of
people with an interest in promoting health anetyain the geographic area, who are supported
by a mix of private and government agency resoufEeagin et al. 2000). New Zealand specific
research has shown how problematic managing OH& ISME’s; many of whom who view
OHS with “indifference” and “hostility” (Lamm, 1999 Lamm suggests that to overcome the
barriers that exist, one useful approach to redd&’S is for OHS professionals and regulators to
target the business advisors, such as accountahtsadvise most SMEs (Eakin et al. 2000;
Lamm 1992; 1997; 1999). Similar results and reconaa@ons have been reported by Lansdown
et al, to the United Kingdom Health and Safety Etiee (Lansdown, Deighan and Brotherton,
2007).

Evidence for Effectiveness

Evidence for the effectiveness of various OHS raguy approaches is of perennial interest to all
those affected by it (Frick et al. 2000; Haine)20

While a commonality in approach to OHSM can be s@epractice evaluation of effectiveness
is highly problematic because of differences in o/ the approach has been implemented in
law, change over time between countries, differenoetype and extent of regulatory activity
between countries, and differences in data cotlestsystems (Kendall 2006). Frick et al (2000)
have also commented that because of the long celiaal between types of OHS management
and workers’ safety and health it is virtually inggble to establish with any certainty which
OHSM regime or OHSM system is more effective thaother.

In spite of the difficulties, Frick et al (2000) \reasuggested that there three general points of
view about the effects of the OHMS approach, andesce for all three can be found. The views
are that OHSM is a:

* “sham”in that it is represents an exercise in gel&ion rather than an effective method for
improving standards;

» “paper tiger” in that the while the standards aréhieory high, the implementation of the
approach is difficult, tends to focus upon docurnmgna management process which directs
resources away from more useful activities, and dm fundamentally represent that much
of a change from how OHS is traditionally managethe workplace;

e “success story” in that it significantly raises th@al for what is deemed acceptable practice.

Kendall (2006) in her comparative study for NOHSACthe OHSM regimes in Australia, UK,
Finland, Canada, US and New Zealand concludesetifettiveness “is hard to quantify for a
number of reasons” and that there is no “reliabldence as to which compliance or enforcement
system is most effective”. Kendall is left withceenmending the “embracing (of) a mixture of
methods” that reflect a “congruence of underlyihggsophy for OHS between the five countries
studied.
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However, the generation of such generic observaigon desire for “best practice” is not without
its critics. Haines (2002) argues that such appresdends to emphasise the importance of
“technocratic management” that does not adequatelgage with the local political and
economic environment, nor the effects of globalsaton local regulation. Consequently,
understanding regulatory effectiveness requiresrgtdnding the interaction between cultural,
economic and political elements that produce allgegulatory character”, which informs the
behaviour of regulatee and regulator. Eakin ¢2@00) also caution that in regard to SME’s in
particular, we need to know more about which aspettgeneric models are tightly integrated
into the local economic, political and social cdimtis — the regulatory character — and those
which are not and consequently may be applicabtehiar environments. In this context, it could
be argued that the Ontario Safe Communities Fouordavorkplace initiative may be more
appropriate for New Zealand to consider promothanteither the Danish or Swedish examples
identified earlier.

NZ Specific I ssues - Achieving Better Regulatory Compliance

In 2006, Allan and Clarke undertook, on behalf @MSAC a comprehensive review of New
Zealand’s regulatory approach (Allen and Clarkeakt2006). The study involved in-depth
interviews with key stakeholders, reviewing New [Aed focussed research on the subject, and
analysis of documents supplied by agencies. lim teport Allan and Clarke identified a wide
range of issues with the performance on New Ze&aretjulatory approach, many of which
have been identified and described in the liteeataviewed.

The authors concluded that New Zealand’s OHSM eguy regime represents a significant
change in philosophy from the previous approach thatl duty holders need support to assist
their compliance with the performance focussed @gghr of the regime. However guidance
material currently available is limited, not update, often inconsistent with current best
practice, and inappropriate for the target audienbeaddition there are interface issues between
the Health and Safety in Employment Act and thedfdaus Substances and Noxious Organisms
Acts, particularly in relation to differing applitans of the performance approach, and to
duplication of material that assists duty holderscomply under both Acts. Compliance costs
associated with the performance-based frameworkatofall equally on all businesses, with
small businesses likely to bear greater costs @esop than larger businesses.

Other issues identified include arguing that theouecing available to government agencies has
not kept pace with economic growth, inflation, archnges in the composition of the economy.
There is an insufficiently, trained workforce toglament and support the regulatory regime, nor
is there an adequate educational and technicasimércture to develop and support the existing
workforce. It is also not clear who should lead kvt ensure the development and delivery of
various types of guidance documents to support tamge with the regulatory regime and the
adoption of best practices. Furthermore, the probleassociated with New Zealand's
surveillance system for occupational health andtgadias been clearly articulated by NOHSAC
in previous reports, however agencies do not apjpelaave addressed the issues. Another issue
concerns the nature and extent of the interfacevdmat the rehabilitation and compensation
scheme and the compliance and enforcement systeenisSue is that liaison and collaboration
between the enforcement and compliance systemhancompensation and rehabilitation system
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is required to ensure that the overall health aafétg system operates effectively. It can be
argued that it is important that the health anetyafegulator know about incidents of serious
harm occurring in businesses that are part of akeve compensation scheme incentive
programme so that it can ensure that the workptasafe. Similarly, the workers”” compensation
scheme needs to know if the regulator is investigaa workplace or organisation of a member
that it is insuring. However, to what degree isr¢ha responsibility for organisations to share
information if one party considers the informatinbe confidential to the organisation and its
release may undermine its working relationship i client?

Conclusions

The review and analysis presented suggests thewiolj conclusions about where New
Zealand’s current OHSM regulatory regime fits withinternational experience as described in
the literature, and how it could be improved. Finéw Zealand’'s OHSM regulatory regime fits
within a internationally accepted generic modeD#iSM best practice. Second, generic models
do not adequately describe national differences] #ms makes undertaking international
comparisons of effectiveness highly problematiccdmse of the national differences in how
OHSM is implemented there is no real evidence erefifiectiveness of different OHSM regimes
from which policy makers can learn. Third, it haseb argued that the effectiveness of any
particular OHSM regulatory regime requires acknalglag that the OHSM regime fits within a
wider workplace regulatory environment that is Iyk® include other regulatory regimes counter
productive to effective compliance with the OHSMeomMoreover instead of focussing upon
‘technocratic management’ mechanisms to understamdpliance behaviour, a focus upon
understanding and shaping the ‘regulatory charaotey provide useful insights into how to
develop new enforcement strategies and compliamm@giing behaviours by agencies. Fourth,
there is agreement that effective implementatiora@fOHSM regulatory regime requires the
existence of an adequate OHS infrastructure. Iriqodar, it requires a workforce able to
implement, advise and monitor compliance within themework that sits in a complex and
changing environment. It is necessary that thekfeoce will have to assess different levels of
risk; provide advice about a range of options tonage the risk, and advocate for the
implementation of management systems that are-lsathing’ and promote ‘continuous
improvement. Other requirements are:

* A legislative environment where the judiciary idling to enforce compliance.

* The development and promulgation of a range of 2ypke Standards and Guidance
documents that inform employers what OHSM Systeerfopmance means in terms of
outcomes and indicators, and how OHSM Systems @ntorporated within their
everyday practice.

» Adequate resourcing of OHSM at the government lehedl is appropriate for the size and
complexity of the industry being regulated.

* Development and implementation of enforcement egias that move ‘beyond
monitoring’ to include targeting resources andwaitéis toward:

0 protecting the most vulnerable workers’;
o focus upon the most hazardous and at risk workp|aoel
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o achieving deterrence effects beyond the immediatiene and local workplace.

» Acknowledging that in many countries small and medisized businesses (defined as
less than 50 employees) pose extra challengesdantplementation of OHSM, and they
are responsible for the employment of significaaels of the total employment in a
country. Improving the effectiveness of OHSM ingdbewvorkplaces requires responses
that are appropriate to the ‘regulatory characgtewhich they operate.

Given the conclusions, the evidence from the litemasuggests that in order to implement a best
practice OHSM regulatory regime in New Zealandactn a number of fronts is required as
outlined above in fourth point. The analysis alsggests that it could be useful to clarify the
interface between the workers’ compensation schamaegulator activities. In order to improve
the performance of New Zealand OHSM regulatorymegia number of questions need to be
resolved. First, is there a role for a workerghp@nsation scheme in developing and promoting
a range of OHSM Standards and Guidance documeattsvthuld aim to promote the adoption of
best practice by employers such as those desdp8tff and Gunningham (2003)? To answer
this question some work would be required to djatife respective functions and roles of the
workers’ compensation scheme agency and regulataigsseminating information about what
represents ‘best practice’ (conceivably an workeegimpensation scheme role) versus
information about expectations about what represeminimum compliance requirements (a
regulator role).

Second, is there a role for the workers’ compeasasicheme in building/supporting an OHS
infrastructure, in particular a workforce capable implementing, advising and monitoring

compliance with the New Zealand’s OHSM regulat@gime? If yes, then what are the limits of
the role? When thinking about this question it roayuseful to review the experience of the late
1970s and early 1980s where the workers’ compemrsatheme actively employed workplace
safety advisors to work alongside employers. Thitd, what extent should a workers’

compensation scheme acting as an insurer with\algged client relationship and possibly

confidential information be obligated to provideethegulator with information about non-

compliance with regulatory standards? Fourth, sreha role for a workers’ compensation
scheme to use its influence as ‘insurer’ to pront¢der standards of OHSM Systems practice,
and to reward best practice through an enhanceshiives programme? Finally, what is the role
of a workers’ compensation scheme in facilitatihg development of better data collection
systems and dissemination of information about vihdtappening in the workplace, given that
other government agencies also collect informaitiahis workspace?
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| love you — goodbye: Exit Interviews and Turnoverin the New
Zealand Hotel Industry

DAVID WILLIAMS *, CANDICE HARRIS™ and JOHN PARKER

Abstract

Given the very tight labour market, skill shortagesd staff retention have become major
issues in the hotel industry. Furthermore, volontarnover incurs considerable expense as it
is a labour intense service industry. This papes@nts findings from data analysis of formal
exit interviews conducted in two hotel chains. Tingt sample covers a large New Zealand
hotel chain with 15 sites, with interviews conduacte 2004 and 2005. The quantitative data
for this brand was collected nationally at multigges and is further illuminated by
qualitative data focusing on a single site casdysturhe second set of interviews represents a
single site, with data gathered from 2001 to 200bhe literature review discusses the
theoretical foundations of employee turnover anid iekerview efficacy. Particular focus is
placed on the antecedents of turnover in the osgéiohal entry phase of the employment
relationship, with questions being raised aroune itmportance of socialisation. In an
industry that has traditionally high employee twag the efficacy of exit interviews in
providing feedback on organisational entry is ofictal importance. Our findings raise
questions regarding the effectiveness of infornmpmvided by the exit interview processes
at both hotel chains. This leads the authors to hasv organisational improvement be
directed if there is a process in place that tailsrovide applicable employee feedback.

Introduction

The Hospitality and Tourism industry is a large aapidly growing part of the New Zealand
economy. Several recent reporf$)e Draft New Zealand Tourism Strategy to 2015
Hospitality Standards Institute - LIASE Report, 2007, the New Zealand Tourism Industry
Association Leadership Group, 2006 - Tourism and Hospitality Workforce Strategy andThe
Hospitality Standards Institute Employment Problethe Hospitality Industry 200paint a
picture of a very important industry:

New Zealand has a total tourism expenditure of NZ$Dillion dollars, accounting
for 18.7% of all exports, contributing 9% of the o8¢ Domestic Product.
International visitor growth is projected to grow 4% for the next seven years. The
industry employs 9.8% of the New Zealand workforcdhe Hospitality sector
employed 136,000 people in 2007; a number whichinaeased by 20% since 2001.
Another 13,500 new positions are expected to batedein hospitality by 2011.
(Hospitality Standards Institute, 2007: 4-6)
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Representatives from industry associations and rgovent departments as well as many
employers and academics in New Zealand are inciglgstoncerned about the high levels of

turnover in tourism and hospitality industries. réent series of reports have highlighted the
scope and potential damage that labour market ymessre bringing to the industry. The

following comments are typical of these reports:

“The biggest impediment to achieving or exceedinge¢ast growth lies with a
shortage of appropriately skilled labour for thetese Significant tourist volume has
been possible through the availability of relatveheap labour. Further growth on
this basis can be considered to be severely camstkd (The Draft New Zealand
Tourism Strategy 2015, 2007: 16)

“Based on forecast numbers through to 2010, we &aserious skills shortage and it
will take collective, concerted action to overcoime The New Zealand Tourism
Strategy 2010 identified human resource issuemia®bthe key challenges facing the
tourism and hospitality sector.” (New Zealand Teori Industry Association
Leadership Group, 2006 - Tourism and Hospitalityriftarce Strategy, 2006: 1)

“Industry representative, from every region, wereanimous is stating the current
labour shortages will increase over the next fiearg. There was also a clear
message that immigrant labour would be relied oenewore in the future.”
(Hospitality Standards Institute - LIASE Report0Z013)

Employee turnover has been, and remains a majoe ik the New Zealand hotel sector.
The current labour market conditions of low unergpient are exacerbating the critical
levels of employee turnover in the hospitality sees a whole. According to Statistics New
Zealand (2006), the hospitality sector has a tuenoate of 29.2% for 2006 as opposed to a
16.7% national average for all sectors. Howevendver figures discussed at the 2006 New
Zealand Hotel Council Conference, put hotel emptogegnover as high as 60%. This very
high turnover rate is occurring in a tight labouarket with unemployment being below 4%
(Statistics New Zealand, 2006). Thus, hotels apedawith the strategic human resource
management challenge of very high turnover in atwohintense labour scarcity and skills
shortage. In purely financial terms, The SocietyHuman Resource Management estimates
that it costs US$3,500.00 to replace one US$8.00hper employee when all costs —
recruiting, interviewing, hiring, training, reducguoductivity — are considered. Given that
the hotel industry employees 17,000 people andamsiimumannual turnover average of
29.2%, then, using the above equation, the anmasilaf turnover to the hotel industry would
come to just over US$17 million (or NZ$22 millioh@urrent exchange rates).

Labour turnover and weak employee commitment todifganisation have the potential to
negatively impact on the quality of services. Tikiparticularly important in a market which
is competitive at both the local and global lexadNew Zealand attempts to increase its share
of international tourism. A major part of the atfian for international tourists is the quality
of the overall experience of New Zealand. Addmegshese issues is, therefosematter of
increasing the industry’s competitive edge, throymgbviding a satisfying workplace for
employees. In order to develop appropriate strasegt is necessary to discover the
perceptions of employees themselves since theyharenes who make decisions regarding
voluntary turnover. Thus, this article exploreslis&hortages, turnover and retention by
examining exit interview data from two hotel chaimsNew Zealand. First, the article
considers the literature incorporating turnover axd interviews. Second, using data from
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two hotel chains, the article analyses the pushpatidfactors influencing exiting employees
and compares how the classical reasons for turndwewith the ‘happy goodbye’
phenomenon found in this study. Finally, conclasioare drawn regarding the re-
conceptualisation of exit interviews and the manediamental problems associated with such
interviews are discussed.

International Turnover Research

Turnover has been the focus of intense interndtioesearch for many years (March &
Simon, 1958; Porter & Steers, 1973; Mobley, Horr&rHollingsworth, 1978; Steers &
Mowday, 1981; Bluedorn 1982; Griffeth, Hom and Gaer 2000; Dalessio, Silverman, &
Schuck, 1986; Cotton & Tuttle, 1986; Wanous, 1998ugherty, Bluedorn & Keon, 1985;
Hom & Griffeth, 1995; Mobley, 1977). The body dktature on employee turnover is vast,
to the extent that it would challenge any authocawer it all. Instead Boxall, Macky and
Rasmussen (2003) refer readers to comprehensii@uewf the turnover literature in Price
(1977), Cotton and Tuttle (1986), Tett and Meye&993d), Hom and Griffeth (1995) and the
most recent meta-analysis by Griffeth, Hom and Gaer(2000). From these reviews, Boxall
et al. (2003) summarise the following key themes:

« While ethnicity and gender are not clear demogm@ajpnedictors of turnover; age is
strongly positively associated with tenure lengtid éhus negatively associated with
turnover.

* Turnover is higher in organisations with high enyph@nt instability, either perceived
poor job security or higher layoff rates.

* Unemployment rates affect turnover — low unemploytend a tight labour market
affects employee perceptions of ease in gainirggradtive employment.

* Turnover may have a history (lateness, absenteémsmproductivity) that is relevant
to understanding its causes.

» Job satisfaction is consistently negatively assediavith employee turnover.

* The extent to which employees feel their contritmsi are valued is inversely related
to their turnover rates.

* Congruence between employee and employer prefeyefure work hours, shift
structures and employment types (full-time, partej reduce turnover.

* Remuneration retains an important role in turnover.

Within the vast literature, the classical analysdisVanous (1992) is of particular interest for
hospitality organisations, as it focuses on premeaturnover and the role of socialisation in
that turnover. According to Wanous (1992) and Al{2006), turnover is the highest among
new entrants across all organisations. Allen (20€&ggests that new entrant turnover
provides hospitality organisations with little oo npportunity to recover a significant return
on their investment in recruitment, orientatiomirting, and uniforms. One of the principal
drivers of premature withdrawal is “inadequate absation” (Birchfield, 2001: 34).
Socialisation is seen to reduce uncertainty andefynxand therefore create congruence
between individuals and an organisation, transfogman outsider into an effective and
participating insider. Issues such as inadequat@alésation and the resulting dissonance can
be explored with departing employees in an exériiew.
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Turnover and retention issues in the New Zealand @our market

As highlighted in Boxall et al. (2003), unemploymenates affect turnover; low
unemployment and a tight labour market affects eyg® perceptions of how easy it is to
obtain alternative employment. In essence, empgl@grceptions that attractive alternative
employment opportunities exist have been shown dopbsitively related to employee
intention to quit (Gerhart 1990, Steel and Griffit889). However, the effect of labour
market opportunities is mediated by many complexattes, including financial rewards
offered by the organisations (Schwab 1991), qualitg utility of alternative employment
(Hom and Griffith 1995), and family issues (Abbdde Ciere and Iverson 1998). Since the
mid 1990s, New Zealand has seen remarkable growtbnmiployment and labour market
participation rates and a corresponding fall inmpyment — from 11% in 1992 to 3.4% in
2007 (Statistics New Zealand 2007). Hunt and Rasem (2007) discuss the ‘skills shortage’
associated with this ‘tight’ labour market. Theging out that a combination of reduced
training investment and public sector reforms dyrthe 1990s has seen skills shortages
become a regular discussion point in the mediaaasdrious public policy issue in the new
millennium.

The New Zealand context of employee turnover has lexplored in several industry specific
contexts such as nursing and call centres by HotRasmussen (2007) and by North et al.
(2005). These studies can provide comparative atadafindings for this paper. Non-industry
specific employee turnover studies in New Zealaraude Boxall et al. (2003) and Guthrie
(2001). According to Guthrie (2001), high involvent organisational cultures are associated
with positive organisational outcomes (e.g. empdosetention). Guthrie (2001) further states
that high involvement organisational cultures ak®fal to the retention process and act as a
source of competitive advantage.

Turnover in the Hospitality Sector

Turnover has also been a topic of muakernational research in the hospitality sector

(Wasmuth & Davis, 1983; Woods & Macaulay, 1989; Biogl992; Hinkin & Tracey, 2000;

Lashely, 2001; Simons & Hinkin 2001; Brien, 20040ne stream of this research has

focussed on quantifying the cost of turnover inditadity, with a variety of methods resulting

in a range of turnover cost estimates:

e $1,500 per hourly worker to US$3000 per salariaff siember (Hinkin & Tracey, 2000);

e US$3000 per hourly worker (Wasmuth & Davis, 1983)alfs & Macaulay, 1989);

* US$1,700 to US$2,500 in direct costs and US$1,2008%$1,600 in indirect costs per
average worker (Hogan, 1992);

e UK 500 pounds per hourly worker to UK 1,441 poums skilled worker (Lashley,
2001).

Simons and Hinkin (2001) approached the quantggproblem from a different perspective
and demonstrated the employee turnover is straggygciated with decreased profits.

A second stream of research has sought to uncauses and provide solutions to hospitality
employee turnover (Woods & Macaulay, 1989; Wasm&tibavis, 1983; Hogan, 1992;
Brien, 2004; Poulston 2005). These authors highliglmost every area of hospitality
management as a potential cause of employee turnamd this allows, therefore,
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considerable scope for improving retention. Thassas include: overall strategic human
resource management aims, selection, recruitmaatjtation and retention, the self-image of
the industry, training, management skills and dgwelent, employee voice and

empowerment, long term development, pay and rew®uisiston (2005) has even postulated
constructive dismissals as a significant causeuofiover, finding from a survey of 28

Auckland hospitality workplaces and 535 under-geddu hospitality students, that

constructive dismissals are strongly associateth wasual employee turnover within the
hospitality industry. The pool of potential causasd cures for turnover appears nearly
limitless.

Exit Interviews

Exit interviews have been considered by some asttmibe a powerful tool for analysing
turnover (Mok & Luk, 1995). However, many authorgesgtion the methodology and focus of
exit interviews and seriously debate the value edulting data (Feldman & Klaas 1999,
Deery 2000, Fottler, Crawford, Quintana, & White9589Wood & Macaulay 1987, Phillips &
Connell 2003, Wanous 1992). An exit interview bagn described as a discussion between
the departing employee and the employer, whichvea in structure and formality, and is
designed to get information about their employnmeerience and motivations for leaving
(Evans 2006; Rudman, 2002; Stone, 2005). The cbdistussed in such an interview can be
wide ranging, including: reasons for leaving, petimns of management and organisation,
satisfaction with job, working conditions, orgarnieaal climate, socialisation issues, training
received, and career opportunities. A principal afraonducting exit interviews is to provide
employers with information to help prevent the la$sother employees later, for example,
through the identification of training and develagmhneeds (Green 2004).

Engaging employees in a dialogue just prior to rtltparture may encourage them to
consider returning in the future as an employedanas a longer term stakeholder in the
form of a customer, organisational advocate, €tor the conversation to be meaningful and
the data of value, it is vital for a climate to created in which both parties feel comfortable
to enable them to gain a direct insight into emp&sy opinions of the job role, work
processes, relationships and the organisation.orélotgly, open-ended questions should be
asked and ideally the interview should be condubted human resource person or someone
other than the employee’s immediate supervisorhig8uer, 2005). Feldman and Klaas
(1999) generated four hypotheses to test how exérview procedures influence exiting
employees’ self-disclosure of their reasons foradiepe. They conclude that employees tend
to disclose their honest reasons for leaving whada @ treated confidentially and fed back by
human resource managers in aggregate form, wheme& not result in a negative reference
from their direct supervisors, and when they b&iévat in the past the employer has taken
action on problems identified in exit interviewsvedall, Deery (2000) argues that employees,
who leave an organisation, can provide consideratdght into the problems they faced
during the tenure of their employment.

Conversely, exit interviews have been criticisedaasintrusion into an employee’s right to
privacy and that they are of more benefit to thgaarsation than to the employee. Fottler et
al. (1995) suggest that they can be a way to keegngloyee that the organisation does not
want to lose, although for many departing employaetsons taken as a result of an exit
interview may beoo little too lateto retain them.
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According to research on 27 American hospitalityamisations by Wood and Macaulay (1987),
the exit interview methodology used for data coibechas an important impact on the quality of
the information collected. They found that orgati@s too often centred the interviews on the
reasons for leaving, rather than the attitudindl amanisational causes for turnover. In no cases
were the interviews concerned with the “individaald organisation fit” (Wanous, 1992: 56).
This is a crucial point when considering the pecpe of psychological contracting and exit
interviews. There is a danger that if the deegmras of psychological contracting and ‘individual
and organisation fit'" are not addressed adequatzly interviews will be limited to superficial
explanations regarding turnover. In turn, thiseaithe issue of what other types of employee
feedback could supplement the possibly limited dathered from exit interviews? Fottler, et al.
(1995) posits that employee attitude surveys ydnore reliable information than did the exit
interviews. They found that from these surveys trganisations could learn how employees
viewed their jobs, their supervisors, their workimgnditions and other aspects of the
organisation. They also noted that attitude swvggve the organisation time to intervene
confidently and address the identified problems.

Another methodological consideration is that pefsBperson interviews may negatively
affect the results of those interviews. Phillipgdaonnell (2003) argue that the inherent
power imbalance between the employee and the maredeinterviewer will inhibit an
honest response from the employee. In additiopl@ee concerns over confidentiality and
possible negative consequences of honest criticenreduce the accuracy of their responses.
Researchers have also found that the “responsesh giuring exit interviews are often
substantially different from those given in intewis conducted a month or more after the
termination” (Wanous, 1992: 45). Despite thesegssgons, hospitality organisations still
conduct exit interviews in a person-to-person fdraral run them on the day before or day of
departure (Macky and Johnson 2004). In additionptWand Macaulay (1987) mention that
fictitious reasons for departure are often citeebat interviews. The authors argue that some
reasons for this behaviour are that the employesseductant to cite reasons that condemn
the actions of the organisation, management andreigprs in open interviews, and that the
employee may want a good reference and feel thet opticism could endanger this.

Feldman and Klaas (1999) suggest that an exit questire method is a better way to obtain
valid information than an exit interview. They albelieve that exit questionnaires may
generate more reliable and valid information, whilgo being more efficient to administer in
terms of cost and time. Many organisations hage developed a web-based system for
conducting their exit questionnaires. The dataegifrom any form of exit process though
may be of questionable use if immediate line marsagee not given meaningful results
and/or encouraged to make changes regarding teggirefationships and processes based on
analysis of the feedback from departing employees.

Research Design and Findings

Hotel Xworldwide consists of over 4,100 hoteldotel X Regional HR office is responsible

for the development and growth of tHetel X New Zealand and the Pacific region. The data
for the research has been gathered by the Redtumahn Resource Co-ordinator for a multi-

site hotel group in New Zealand. The national depesents the growth of the organisation
from twelve hotels in 2004 to sixteen hotels in 200Fhe data is based on standardised exit
interviews that are run by various human resouraeagers in the national operations. The
hotel group attempts to interview every leaving Eype, but in cases of abandonment or
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refusal, a small minority of employees are not espnted in this dataHotel X has been
experiencing high levels of voluntary turnover. 2805, Hotel X New Zealand recorded a
total turnover rate of 67.5% (personal communicgtiuly 8", 2006).

Hotel Yrepresents a stand alone site that is part oft@nniational chain. At this stage, only
one site carries the brand name in New Zealahidtel Y is a leading global hospitality
company, with over 2,900 hotels in more than 80ntwes. Following initial consultation
about the research, exit surveys were providechbyHuman Resource ManagerHidtel .
Approximately 170 exit interviews were provided.eTéxit interviews were conducted by the
HRM team with staff between 2001 and 2004 inclusiv€he hotel group attempts to
interview every leaving employee, but in casesbaira@lonment or refusal, a small minority of
employees are not represented in this data.

Findings — Hotel X

The data fronHotel Xis represented in two levels. Table 1 represeational data, based on
twelve hotels for 2004 and sixteen hotels for 20@&ta from this national level covers 661
exit interviews for 2004 and 911 exit interview 2005. Tables 2 and 3 represent a single
hotel case study and show a more detailed attesnghiéohotel to gain qualitative feedback
from the departing employees This data covers 22 exit interviews for 2004 andeXg
interviews for 2005. Human Resource Managers deH¥ collate all exit interview data at
the end of each month and enter the data into Esjpedadsheets which are sent to the
regional offices. The data received for this répeas obtained from the regional offices and
was analysed using Excel.

As depicted in Table 1, the seniority of employeeso left, is greatly influenced by whether
they are full-time or part-time workers. The gresjority of part-time workers are in ‘coal
face’ roles, where as the full-time workers are enitkely to be supervisors or management
(up to 53% of exiting employees in 2004). Fronklworkers have more varied reasons for
leaving and greater rates of abandonment, diseipktated exits, returning to education and
fixed term contracts. They are more likely thannagers or supervisors to be leaving for
reasons of external opportunities, where as masayet supervisors are far more likely to be
leaving for reasons of internal transfer. Thus,|l&dbcontains a mix of turnover reasons and
covers more than voluntary turnover.

A clear trend in Table 2 is that employees stad¢ ‘thothing’ could be done to stop them from
leaving, with almost 60% of employees exiting irD2Gstating this. In 2005, 53% of exiting
employees state that nothing could be done toteEm from leaving. The organisation could
take comfort from a slight drop in these figuresnir2004-2005. The idea that ‘nothing’
could be done to stop these employees from leamdnipllowed up in most cases by a
qualifier e.g. ‘personal reasons’, ‘temporary emypls, ‘travel’, ‘opportunities’, ‘new
experiences’. The employees offer a wider ranggpetific reasons for leaving in 2005 than
2004. Examples of these specific reasons are dhaly is moving’ or ‘would have liked
more job advancement’, or ‘more flexible shifts’.
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Table 1: Exit Data by Reasons and Staff Position @ional Data)

2004 Exits

2005 Exits

Full Time Staff

Part Time Staff

Full Time Staff

Part Time Staff

Reason Mgt | Sup |F/L |Mgt |Sup |F/L | Mgt |Sup | F/L |Mgt |Sup | F/L
Transfer 14 17 11 - 2 12| 19 22 11 - 17
Overseas Travel 5 10 12 - 2 108 5 20 15 - - 86
Home Obligations 2 8 4 - - 40 4 8 5 - - 56
Relocation 2 2 8 - - 28 2 6 7 - 3 44
Pregnancy/Health 1 1 3 1 - 9 2 1 2 - 1 14
Own Business 1 - 1 - - 4 - 5 - - - 4
Lack of Hours - - - - - 26 - - - - 3 24
Shift Work - - 1 - - 3 - 2 - - - 13
Job Dissatisfaction 1 4 2 - - 4 1 5 2 - 1 29
Visa Expired - - 6 - - 5 - - 1 - - 9
Career Opp — 4 16 17 - 2 25 7 8 14 - 1 19
Hospitality

Career Opp — Other 9 11 12 - 2 37 6 11 14 - 2 63
Industry

Education/Study - - 6 - - 38 1 - 5 - - 60
Retirement/ - 1 - - - 3 - 1 1 - 1 4
Redundancy

Travel Difficulty 1 - - - - 3 - - - - - 8
Fixed Term Contract - - 2 - - 45 1 1 8 - 1 88
Insufficient Promotional - - - - - 2 - 2 1 - - -
Op.

Insufficient Training - - - - - - 1 - - - - -
Unhappy with Mgmt - - - - - - - 1 1 - 1 2
Style

Monotonous Job - - - - - - - - - - - 3
Lack of Recognition - - 1 - - - - - - - - -
Heavy Workload - 1 - - - 5 - 1 - - - 2
Personality Conflict - 2 - - - - - 2 2 - - -
Working Conditions - - - - - 1 - - - - - 1
Rate of Pay - 1 - - - 2 2 - 5 - - 10
Job Performance 1 - 1 - - 3 - - - - - 3
Termination by Hotel in - - 3 - - 6 - 1 2 - - 10
probation

Job Abandonment - - 1 - - 28 - - 1 - 1 47
Broke House Rules 1 - - - - 1 - - - - - 5
Totals 42 74 91 1 8| 438 51 97 97 0 19| 621

Note: Mgt = Management, Sup = Supervisor, F/L mEtone
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Table 2: Potential Measures to Prevent Staff MembeEXits (Single Hotel Case)

Responses 2004 Exits 2005 Exits
Total % Total %
responses responses
Nothing at all 5 22 2 9
Nothing: Leaving for personal reasons 3 13 1 4
Offered more flexible hours/shifts or a 3 13 1 4
new role
Nothing: | was temporary 3 13 1 4
Paid me more 2 9 2 9
Nothing: | want to travel 1 4 1 4
Nothing: | have a new opportunity 1 4 4 18
Nothing: | need new experiences/skills 1 4 3 14
Use my skills, provide recognition 0 0 2 9
Family moving 0 0 1 4
No response 4 18 5 21
Total 22 100 23 100
Table 3: Final Message for the General Manager (Sgie Hotel Case)
Responses 2004 Exits 2005 Exits
Total % Total %
response response
S S
Thank you it was great O 40.9 8 34.7
Communicate better, thank staff in person 3 13.6 2 8.6
Nothing 2 9 0 0
Things are heading in the right direction 1 45 1 4.3
There are a few problems: Staffing and trainjing 1 4.5 3 13.3
| want to come back after study 1 45 0 0
You have let a great employee slip through 1 4.5 0 0
your hands
Pay staff more 1 4.5 0 0
No response 3 14 9 39.1
Total 22 100 23 100

As Table 3 illustrates, a large percentage of eygas (40.9% in 2004 and 34.7% in 2005)
stated that they really enjoyed working for theghotWhile the drop from 2004-2005 could
concern the hotel, the real problem with this finglis that most respondents do not give any
feedback about what could be changed to improverstantion, or provide a clear indication
of why they are leaving. Although communicationafshg levels, pay and training are
indicated as problems by some staff, the percestatjached to these issues are very low.

Figure 1 shows the age profile difference betweew MealandHotel X employees and the

world wide employees. New Zealand has a signiflgapounger employee profile, with
almost double the percentage of workers aged hess25 years.
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Figure 1: Age profile differences between New Zeatal Hotel X employees and the world
wide employees
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GEMERATIONS

Findings — Hotel Y

Table 4 summarises the employee reasons for ledlatgl Yand in many ways reflects the
data represented in Table 1 fdotel X. The exit interview foHotel Ydiffers fromHotel Xin

that the last four tables represent answers totignebased around organizational themes —
Working Conditions (Table 5), Relationship with Ma@ment (Table 6), Training (Table 7)
and Relationship with Colleagues (Table 8).

Table 4 presents the various reasons cited by tdfé fer leaving Hotel Y, based on an
analysis of the coded summaries of the reasons givéhe exit interviews. Travelling has
been identified as the most common reason for megthe job (13%) followed by moving
from Auckland (13%) and dissatisfied with managetn{&th%). The shaded responses below
depict ‘classical’ drivers of turnover due to lamkfuture opportunity and dissatisfaction with
management, job design and working conditions.

Table 5 shows that almost half of existing staf%@ were of the opinion that everything was
good. This finding of ‘all is good’ regarding wainky conditions mirrors a similar pattern to
that identified fronHotel Xin Table 3, where the dominant message to the i@ekkanagers
was ‘thank you it was great’. The layout of faads falls next in line with almost 13%
suggestive of the scope for improvement.

As demonstrated by the results in Table 6, manalgeziations were considered positive
(27% and 15% felt that their managers have gooddstals and considered them as very
good). But, on an operational level, peer-likefp@nance is observed as the lowest, scoring
less than 2% of the responses.
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Table 4: Reasons stated for exit

General reason stated

No. of responses

% of responses

Going to travel 22 13.3
Moving out of Auckland 21 12.7
Dissatisfaction with management 18 10.8
Going to study 12 7.2
Another job offer 12 7.2
Better pay elsewhere 11 6.6
Pursue change in career away from hospitality 11 6.6
Better working hours elsewhere (inc. not doing 9 54
shift work '
Other reason 8 4.8
No opportunity for future job development 8 4.8
Family reasons 7 4.2
Not getting enough work hours 6 3.6
To become self-employed 5 3.0
Time to move on 5 3.0
Job was not challenging enough 5 3.0
Cannot get to work (transport problems) 3 1.8
Physical stress of job 2 1.2
Disciplinary action 1 .6
Total 166 100.0

Table 5: Working Conditions

General reason stated

No. of responses

% of responses

All is good 72 48
Hard / long work hours 7 4.6
Don't get breaks 1 .6
Need more training 5 3.3
Equipment needs improving 11 7.3
Job is very physically demanding 5 3.3
Layout of facilities could be improved 19 12.6
Interdepartmental clashes 1 .6
Lack of staff car parks — transport 2 1.3
Uniform problems 4 2.6
Kitchens to small — bad air flow 8 5.3
Bad staff food 8 5.3
Staffing problems 7 4.6
Total 150
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Table 6: Managerial Relationships

General reason stated No. of responseg % of responses
Manager is fair 8 4.7
Operates like a peer 3 1.7
Managers are not supported by senior managem 5 2.9
Manager is not supportive 5 2.9
Manager is good communicator, good mediator, 20 11.9
good organizer '
Lack of communication with management 14 8.3
Managers hard to access or not there 13 7.7
Manager lacks skills 9 5.3
Manager is a liar 4 2.3
Manager has high standards — is very good 26 15.4
Manager does not take action 5 2.9
Manager is good 46 27.3
Manager is stressed 4 2.3
Manager is rude, confrontational, has temper,as { 6 35
demanding, has bad attitude )
Total 168

Table 7 reveals that by and large employees feahitrg was good (34%), which was
followed by 14% of responses stating that the tnginmparted was basic and on the job.

Table 7: Training

General reason stated No. of responses| % of responses
Already new what do to 7 4.5
Too busy to get training done 8 5.2
Training was basic — mostly on the job 21 13.7
Good — plenty of training 52 33.9
Training is below average for Hotel of this type 16 10.4
Was not told about training options 4 2.6
Training not resourced sufficiently 3 1.9
Excellent, learnt allot 17 11.1
Fidellio training very good 3 1.9
Training could be better 6 3.9
Training needs more management support 4 2.6
No formal training provided 4 2.6
Dropped in deep end, taught myself 5 3.2
Need refresher courses 3 1.9
Total 153

Table 8 shows that more than half of the resporsd€®%) enjoyed friendly and good
relationships with their colleagues, followed by2%vho did not have any problems. This
reinforces the ‘happy goodbye’ phenomenon thapmaeent from findings in the above tables
on a range of exit issues.
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Table 8: Relationship with colleagues

General reason stated No. of responseg % of responses
Fun, friendly, good 75 55.9
OK, no problems 34 25.3
Colleagues not focused 5 3.7
Don't get on with workmate 4 2.9
Feel left out of workplace relationships 3 2.2
Workmates are rude, bully 7 5.2
Not good at all, worst staff ever worked with 2 1.4
Workmates don’'t work hard 2 1.4
Workmates need more patience, need to listen 2 1.4
Total 134

Discussion

The findings in this paper show the largest pegatresponses in the tables for both hotels
indicated that employees feeidthing could be done to stop them leaving (almost 60% of
responses), that the working experience was “gré#’9%), working conditions are “all
good” (48%), management has “high standards, ig geod” (26%), training was “good,
plenty of training” (33.9%) and relationships witblleagues was “fun, friendly and good”
(55.9%). This explains the title of the paperl@¥e you — goodbye”) as significant numbers
of employees, who are leaving these organisatdescribe their experiences and conditions
with the organisations as predominately positive.

This raises concerns that exit interviews arerfgilio uncover relevant information regarding
the true nature of the employer/employee relatignahd its eventual dissolution. On that
background, several questions will be address#uisrdiscussion:

* Are these exit interviews the ambulance at theobotf the cliff?

* Do organisations need to use other employee fe&kdbgatems (employee climate
surveys) to capture problems earlier in the retestiop?

* Can the exit interviews be re-configured to be nedffective?

When analysing the factors that underpin turnowbese factors can be conveniently
separated into push and pull factors.

Pull factors would include those that attract employee awaynfrine hotels and make
alternative employment options look attractive.e3& may be external factors, reflective of
the labour market, or competitive factors thatlbeels feel they can’t address. Based on the
meta-analysis provided by Boxall et al. (2003), hmtel industry faces the “perfect storm”
regarding several of these pull factors:

* Age is negatively associated with turnover. Figdreshows thatHotel X has a
significantly younger age profile than the interaaal outlets in the same chain. This fits
with the Hospitality Standards Institute 2007 Enyele® Profile Report which describes
hospitality employees as having an extremely yoage profile with 40% of employees
younger than 25.
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* Low unemployment and a tight labour market afféatmover. During the interviews,
New Zealand has had very low unemployment and atigint labour market with chronic
skill shortages.

* Remuneration plays an important role in turnovieiospitality pay rates remain amongst
the lowest in the country. The New Zealand Drafurfam Strategy 2015 shows that
hospitality and tourism related industries had cengation rates 10% lower than non-
hospitality and tourism related industries in 2003.

While we would not expect age or labour market domts to be reflected in the exit
interview data, it is surprising to find remuneoatito be so weakly represented! Hotel X
pay only manages 6.6% of potential responses imé@e¢ Reasons Stated for Leaving”, 4.5%
in “Message to the General Manager” and 9% in “RdéMeasures to Prevent Staff Exits”.

Push factorscould be described as internal conditions and gmians that affect an
employee’s decision to leave the organisation. s&hfactors are suggested as important
turnover reasons in Boxall et al. (2003). Thestoisd can include job satisfaction, the extent
to which employees feel their contributions areuedl and congruence between employer and
employee preferences for conditions. Some of tmngents listed in Table 9 below can be
seen as related to the push factors discussed kglIBxt al. (2003) but representation is very
weak in terms of percentages. For example, onl9e5sfate the desire for better working
hours as their reason for exit.

Table 9 — Sample of Push Factors ldentified

Reason % of Responses| Hotel Brand| EXxit Interview
Period

Offered more flexible hours 4% X 2005
Use my skills, provide recognition 9% X 2005
Communicate better 8.6% X 2005
Staffing and training 13.3% X 2005
Better working hours 5.4% Y 2001-2004
Job was not challenging enough 3% Y 2001-2004
Cannot get to work 1.8% Y 2001-2004

Overall, the push factors do not appear to say milctugh training and skill recognition do
warrant further attention. However, pull factorsuate strongly with traditional drivers of
turnover pulling employees away from the organisetisuch as job opportunities in other
industries, travel and relocation. The concerthet in all categories except (Managerial
Relationships and Training), the employee respoasepredominately positive. The factors
that are listed as reasons for leaving or reasomdi$satisfaction are both weakly represented
and questionable as the true cause of the turnowar example, training is one of the
categories that is less positive in terms of emgpdofeedback — yet the two hotel organisations
studied are amongst the top in their field in teohguality training provision and investment
in career progression. Thus, we are left with ¢baclusion that the exit interviews don’t
appear to be capturing the drivers that turnoverdture indicates would normally be present
in employee decisions to leave employment.

The ‘reasons for leaving data’ for both brands shaavstrong trend towards transfer,
relocation, travel and external opportunities. Whilotel X part-time workers show much

more varied reasons for leaving (health, lack airepeducation) there is little evidence that
the organisation has ‘done something’, or ‘faileddo something’ that has resulted in the
employee deciding to leave. The exception to toisiment seems to be indicated by the
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“Managerial Relationships” and “Training” tablesrido Hotel Y. These tables present a
picture of managerial failure rot supportive, hard to access, lack skills, does ake taction,
rude, confrontational, too demanding, bad attitualed below average training provision.
However, neither of these two categories featutemngly in turnover literature as direct
determinants of turnover, other than as possiblearaiors of job satisfaction. Generally
employees state they are leaving because theydesvea better opportunity or else they have
had to move.

A recent personal interview with the Regional HunResource Manager of a large New
Zealand Hotel chain highlighted the importance ef/rentrant turnover for hotels as a critical
issue for the industry. Service length withiiotel X's properties illustrates, what Wanous
(1992) refers to as ‘premature’ turnover, in whitlere is a lack of congruence between
individuals and the organisational culture. Itsitated that when an individual enters an
organisation the early experiences are likely tpbstive, creating a honeymoon effect. It is
suggested that the hiring organisation presents thest favourable side to potential
individuals during the recruitment and entry preess As stated by Boswell, Boudreau &
Tichy (2005) this portrayal of the organisationanmore positive light contributes to higher
individual expectations. This “initial high” (Waneul1992: 4) of the new job is likely to wear
off, when individuals became established and tegrectations are not met. This results in a
decline in job satisfaction, known as the ‘hangog#fect’, which will eventually lead to
voluntary turnover. This could be partially duethe hospitality industry being characterised
by historical practices and accepting employeeadven as the norm. Unfortunately, no
service length data exists fdotel Yto test this ‘premature turnover’ hypothesis.

Taken as a whole, the data provided by both hatehds exit interview process is very
limited in its application to organisationshprovement. The information contained in the
exit interviews seems to be a classic example strileing the symptoms of a disease, and
encouraging the treatment of the symptoms, wheeutiderlying causes of the disease remain
unaddressed. The data sourced from the exit iet@rprocess is basically descriptive — we
can see percentages and breakdowns of positiongesdime, and ‘main reason for leaving’,
but at the end of this process we are left withfdllewing conclusion: the vast majority of
employees, who are leaving voluntarily, are doingbscause other activities appear to be
more rewarding or interesting to them. These ds/may be travel, education, working for
another hospitality organisation or working in drestindustry. The majority of employees
state that there is very little the employer codttdto stop this from happening. Given the
considerable time and resources allocated to thie imterview process, this investment
provides the employer with scant return.

However, it could be argued that the reasons favihg may be almost irrelevant — the
reasons for lack of commitment are far more impurtaThe results call for a radical re-

conceptualisation of what should be asked in ex¢rviews and how the exit interview

process should be undertaken. From the findinghkisfstudy, it is clear that exit interviews

alone will not capture the complex nature of turoand employee relations. If very little

useful data can be generated for the hotel brasdgraas organisational improvement is
concerned, then why continue investing time and egan this current process? The exit
interview content needs to be re-conceptualiseaksso include questions that are more likely
to capture the nature of the employment relatignshi all of its psychological contract

complexity. In addition, employee climate surveysl other types of employee feedback
need to be conducted to gather information abagitetnployment relationship before it has
irretrievably broken down.
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Re-conceptualizing Exit Interviews?

The above findings illustrate a largely positivetpre; that is ‘everything is good’ appears to

be the opinion of the majority of exiting employeddowever, given the high turnover rate,

particularly of employees with tenure of less tlsx months, their exit demonstrates that
everything cannot be fine. This leads the authorgjuestion the effectiveness of exit

interviews for capturing honest information tham ¢ee used to effect organisational change to
lower turnover.

Moving forward, there arwo directionsthat can be followed. We can either reconceptealis
exit interviews, or accept that there is a moredamental problem — exit interviews simply
do not work. We will discuss both of these dit@t$ and based on the literature and the
above findings, several tentative suggestions agenfior reconceptualising exit interviews.

Feldman and Klaas (1999) conclude that employeaes tte disclose their honest reasons for
leaving when data is treated confidentially, whexddes not result in a negative reference
from their direct supervisors, and when they b&iévat in the past the employer has taken
action on problems identified in exit interviewdHotel X and Hotel Y should consider
emphasising the confidential nature of the exiemiew information to employees and
consider showcasing changes in hotel practicehinae been brought about as a result of exit
interviews. This concrete linking of exit interviswto organisational change could
demonstrate the importance of exit interviews t@lkeyees and thereby improve the quality
of information given during these interviews.

Exiting employees may engage in ‘positive reportihthe interview is conducted while they
are still working in the organisation and they hae¢ to complete the exit process such as
collecting a final payment and securing a refer®a. the other hand, researchers have found
that the “responses given during exit interviews aften substantially different from those
given in interviews conducted a month or more afiter termination” (Wanous, 1992: 45).
Hotel XandHotel Ymay wish to consider researching the validityhod finding by running a
pilot study using written exit interviews, one mionafter the employee has left the
organisation. There are obvious practical limitas regarding the tracking and contacting of
employees in this suggestion, but even limited lbeed could shed light on the usefulness of
post-partum exit interviews.

Wanous (1992) and Fottler et al. (1995) argue tihatexit interview methodology used for
data collation has immense influence on the qualitythe information collected. They
conclude that organisations all too often focustlb@ immediate reasons for leaving in
interviews, rather than the attitudinal and orgamoal causes for turnover. It is this
question ofwhattypes questions should be asked in exit interviewih is of great interest
to the authors of this paperHotel X and Hotel Y could consider focusing exit interview
questions around key organisational and attitudiml spots from which suggestions for
changes in organisational practice could be méal@ddition, questions could be asked about
the nature of expectations that employee held bdfuy started in their work roles, and how
these expectations were met, exceeded, or frudtbgt@articular aspects of the organisation.

Issues such as inadequate socialisation and théimgsdissonance could be explored with
departing employees in exit interviews. Wanous 2)98llen (2006), and Birchfield (2001)
all argue that premature turnover is of key impartato organisations and that issues around
socialization are crucial to the control of thatntver. The findings presented in this paper
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further highlight the importance of premature tweofor Hotel X with 83% of part-time
workers leaving before one year of service in 2005.

If the thesis is accepted that exit interviews gyngo not work, then there is a more
fundamental question of how to understand turnowexit interviews are only a limited part
of a more comprehensive web of employee feedbadhamesms, yet they are often used as
an individual stand alone tool to gain informatfoom employees. Even more concerning is
that few hotel Human Resource Managers were aldayavhat was done with the results of
exit interviews (personal communication — the argho This is particularly concerning, as if
the results do not lead to any practices aimeddtaing turnover, then they are nothing more
than a ‘tick the box’ exercises. It is perhaps swtprising then that employees reported a
largely positive feedback in such interviews, beeati they had never seen the changes made
as a result of feedback given by previously exitamgployees, then value did they see in
being honest about their motivations for leavinGwo-way communication builds trust in
organisations, yet exit interviews appear to bearcise in one-way communication with the
employee expected to be honest and frank with fedlyet the organisation may be reticent
in acting on the feedback. While exiting employaals most likely never know how the
information they disclose at the exit interview Maé used, current employees will be able to
gauge as to whether the organisation is preparedtton factors affecting turnover through
whether changes are made, or not, in the workplace.

The hotels should take the view that the quality Enmgevity of the employment relationship
is a result of complex psychological contractingnirthe start of the recruitment phase, all the
way to the last word on the exit interview forrm drder to make positive interventions in
this relationship, and thus reduce turnover, thgawoisations could consider a range of
employee feedback options that engage with theighaial worker from the moment they join
the hotel. These could include traditional anrer@ployee climate surveys, but could also
include confidential internet surveys and chat repregular semi-structured interviews with
human resource mangers and employee participatounyns.

Conclusion

Despite their shortcomings, there are advantagedHédel X and Hotel Y continuing to
conduct exit processes such as interviews. Gathesigmificant statistical data could allow
them to gain greater insight into motivations fepdrture and allow them to monitor trends
as well as forecast turnover levels. However, Hatel X and Hotel Y to realise the real
synergies that can be gained from exit processey tteed to address the suggested
deficiencies discussed in the literature and demates! in this paper. The practice of exit
interviews can be very costly and wasteful, patéidy if the right questions are not asked,
and especially if the information collated is neused.

Unless an effective and safe process is desigrezd th also the added risk that people do not
divulge the truth in the exit interview about theal reasons of their departure, thus making
the process possibly redundant. Organisationsajlgi focus in the exit interviews on the
reasons of leaving, rather than the attitudinal arghnisational causes for turnover. This
focus can result in data that fails to inform oinigational improvement. Having argued that a
web of employee feedback mechanisms is a more luapfuroach, (including employee
attitude surveys, which unlike exit interviews, kbugenerate high-quality reliable
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information about the employee relationships wittiie organisation), a serious question
mark hangs over the current efficacy of standartieterviews.
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A Research Note: Employee-focused corporate soci@sponsibility
reporting in the banking industry

KIRSTY RAUBENHEIMER

Abstract

This research note explores the extent of publicieenployee-focused corporate social
responsibility (“CSR”) initiatives in the bankingedor. It assesses a number of New
Zealand/Australian (“NZ/AUS”) and European banks bgmparing their current stated
employee-focused CSR practices and policies (bynsv@h CSR reports, annual reports, and
web-based information) with current academic liter@a and international regulatory standards.
There is a general assumption in the literaturé thea European banks are superior in their
practises and reporting initiatives in employeediexl CSR. However, based on this initial
assessment of the NZ/AUS banks’ reports, thereoisesevidence the antipodean banks are
perhaps more thorough and detailed regarding oedmiployee-focused CSR practices than
some of the Northern Hemisphere counterparts. Tdpempconcludes with a summary of the
limitations of the extant research and suggestiongirther research.

Introduction

Despite 70 years of intense academic debate sufirggirthe concept of ‘corporate social

responsibility’, there is still no universally agted definition (Whitehouse, 2006). While this

has in part hindered its development, corporatéakaesponsibility (CSR) has once again

received renewed interest and become part of mmaarst business practice (Garriga and Melé,
2004), due in part to the renewed strategic atiariieing given to employer branding and human
resource management (“HRM”) issues (Walker and igg2008). Environmental issues still

however dominate the CSR debate, while employeessare yet to be highlighted as much in
business reporting and in academic literature, itlespmployees’ growing importance to

businesses’ refocus on their customer service atdsdDecker, 2004).

The central research question that underpins tamempis to better understand why CSR is
important to modern corporations, how employeesnfid this increasingly broad subject, and

what is being done to support them as an elemer€SR, customer service and business
strategy. In particular, this paper reports onittigal stages of a study — namely a review of the
extent of academic research including Global Répgrinitiative standards and the corporate
literature surrounding employee-focused CSR. Basethe review of the literature, a number of

employee-focused themes will be established tosagbe degree of employee-focused reporting
in a selection of European/International and NZ/Ab#Bks.

’ Kirsty Raubenheimer is a PhD student at AUT aniprent of the VC Scholarship, Email address: Kijrst
Raubenheimer@aut.ac.nz
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Literature Themes

There is an extensive debate surrounding CSR,glbtick to the 1950’s when Bowen (1953, as
cited in Garriga and Mel, 2004) published his bt®#cial Responsibilities of the Businessman’.

Since the early 1990’s the field has grown substbyt leading to an increased global

consciousness of corporations, due to “a prolifenadbf media and NGO exposes on violations
of corporate behaviour with regard to human rigbtsyironmental principles and labour laws”

(Hill, 2006: 519).

With a significant increase in scope over the yeatsas become apparent that CSR incorporates
a number of different elements (Decker, 2004: 7d4) therefore, while there is still no finite
definition of ‘Corporate Social Responsibility’ aeaningful definition needs to be dynamic
(ibid). For the purposes of this review, the deiam by Holmes and Watts’ (2000: 1) will be
used:

“CSR relates to a firm’s commitment to contributesustainable economic
development, working with employees, their familiegal communities and
society at large to improve general quality of'life

Greater international interconnectedness (glokaisp has resulted in increased choice for
consumers but, in turn, has also increased congretior businesses (Bamber, Lansbury and
Waliles, 2004). For the service sector, this meayiagvfor more informed and less loyal
customers (Boone and Kurtz, 2004). Services hagestbre refocused on customer relations,
relying increasingly on front-line staff to achietl@s (Nixon, 2001). As a result, improving
relations and communication with staff has gaingdiScance (National Australian Bank (NAB)
Ltd, 2004). Lehman (2007) has argued that in mases this requires rectifying the internal
damage of 20th century rationalism of cost cuttohmynsizing, outsourcing and bureaucracy. As
a result, building co-operative and positive relaships with employees should be a prioritised
business strategy, in order to not only fulfil theeds of its customers, and other CSR
stakeholders, but to also meet the specific neédme of its most valuable stakeholders: its
employees. Collaborative relationships betweennassies and their employees could therefore
be regarded as an ideal for CSR: if a company doeassume a high level of responsibility for
its own staff (internal), it is unlikely to do serfits customers or to the social and natural
environment (external) in which it works. This lisistrated by the Figure 1 below:

The UK based Chartered Institute of Personnel aede@pment (“CIPD”) has started to link
employee-focused CSR to employer branding andtifgethe pivotal role HRM plays in their
strategic implementation (CIPD, 2003). It beliewbat CSR offers HRM an opportunity to
demonstrate its strategic focus, with employeed4eduCSR addressing pivotal organisational
processes, including recruitment, training and camcations. CSR is therefore viewed as an
“active channel for building customer loyalty” (Anen-Muondo and Perkins, 2008: 129) and
enhancing customer service (Pirsh, Gupta and @@Qif). Projecting an organisation’s image,
reputation and trustworthiness are also vitally amgnt for attracting and retaining not only
customers but employees as well (Decker, 2004h Aesult, businesses are realising the need to
connect with, attract and motivate their increalgingiverse and less loyal employees.
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Subsequently, the role of employer branding hasieghiincreased strategic attention from
organisations (Barrow and Mosley, 2005).

Figure 1: Achieving integrated CSR: A value chain pproach
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Source: Bevan et al, 2004: 29

Employer Branding initially ‘took off’ in the lat&990s with the sudden focus on ‘the war for
talent’ (Michaels, Hadfield-Jones and Axelrod, 208artin and Hetrick, 2006) and it is now
receiving renewed attention regarding its role imidn organisation’s strategic direction (Barrow
and Mosley, 2005). The implies that an organisatieads to market what it stands for and has to
offer to both potential and existing employeeshvilie employer brand needing to adequately
connect to an organisation’s values, strategy aRdpHlicies (Walker and Higgins, 2008). This
view is, however, still not part of mainstream Imess strategic reality. As a recent
PriceWaterhouseCooper survey found that nearly 3%CEQO’s still feel CSR to be a
predominantly PR issue (Humpage, 2007), it is noprssing that employee-focused CSR has
received insufficient attention, with environmentgues still dominating what strategic focus is
being given to CSR (Branco and Rodrigues, 2006 )pleyee-focused CSR appears to have been
marginalised and, although employees are consideetde stakeholders within the context of
CSR, they seem to have only received peripheratiore(CIPD, 2003).

Although the body of literature surrounding empleyecused CSR is slowly expanding (Garriga
and Melé, 2004), the vast majority appears to oatg from Scandinavian and European
countries, reinforced by European Union (“EU”) iafives. In comparison, it has yet been less
formally promoted within Anglo-American countriess such, one would presume that with their
increased awareness and focus, European banks \Wwaué superior and advanced employee
policies in place in comparison to NZ/AUS banks.
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Review of Secondary Data

The information reported in this paper are based mview of secondary information sources. In
order to gain an insight into the field of employBeused CSR and prior to conducting the
primary data collection, a comparative review wadartaken, with a focus on establishing the
extent of academic research in this area and wifiatnnation is publically available on selected

banks. The banks chosen for the review are odthinehe tables below and were chosen on the
basis of their size, influence, industry reputatenmd overt references regarding their human
resource or CSR initiatives.

Table 1: New Zealand/Australian banks

New Zealand Banks Australian owners

ANZ Australia and New Zealand Banking group (ANZ)
ASB Commonwealth Bank

BNZ National Australia Bank (NAB)

Westpac Westpac Banking Corporation

Table 2: European/international banks

European Bank

Country of origin

The Co-operative bank England
HSBC England
Deutsche Bank Germany
Barclays Bank England
Danske Bank Denmark

A range of documentation from each bank was usedhis review, including CSR reports,
annual reports, HR documentation and the bankssite=h These were analysed to establish the
extent of employee-focused initiatives. Howeverstéad of merely comparing New
Zealand/Australian banking reporting practices wita presumed superior European ones (as is
the dominant view in the literature), this reviesmad to identify what the primary focus was for
each bank with regard to its employee-focused G&Rrting, as a way of gauging the levels of
employee-focused CSR engagement.

In order to provide a comprehensive comparison éetvNZ/AUS and European banks, a set of
criteria was also chosen so that all banks coulddmepared to the same points of reference. To
this end, Vuontisjarvi's (2006) set of criteria wiasorporated into the analysis as it is not only
focused within Europe but is also used by inteomati reporting bodies, including ‘Business in
the Community’ (2000), ‘CEC’ (2001) and ‘CSR Eurb2001). The criteria is based on an
analysis of the annual reports of Finland’s 20§dat companies in which he identified the most
common employee-focused policies and practices.

Vuontisjarvi, (2006: 337), criteria in order of ilmpance are:
» Training and staff development;
* Pay and benefits;

« Participation and staff involvement;
» Values and principles;
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* Employee health and well-being;

* Measurement of policies;

* Employment policy;

* Security in employment;

« Equal opportunities (diversity); and
*  Work-life balance.

Building on Vuontisjarvi’'s criteria, as well as drimg on other well known global reporting
directives, including the Global Reporting Initiagi (GRI), Business in the Community (Bitc),
FTSE4GOOD, the Dow Jones Sustainability Indexes @med EU and its Green Paper, the
following set of criteria was established:

» Training and career development, including lifegdearning emphasis and spending per
employee

» Diversity, including organisational demographiastj-@iscrimination, equal opportunity
promotion, minority and disability group inclusiompmen in management programs, age-
neutral policies and cultural inclusion

» Supportive working environment, including work-lil@lance, part-time and flexible working
options, employee participation and involvemeng-tmay communication channels and
family support including childcare facilities ancatarnity and paternity leave policies.

* Health and Safety, including employee well-beirgdya@tion, counselling and workplace
policies and practises

* Remuneration and benefits, including share plamp|@yee appraisals, performance
standards and bonus schemes

« Employee engagement and satisfaction, includingestsrand employee empowerment

« Employment Relations (ER), including union relasbips, collective bargaining and
freedom of association

» Organisational values, including codes of ethiassion statements, value and business
principles

* Employment policy, including layoffs, restructuripglicies, turnover, retirement,
recruitment and selection policies and job creaititratives

The assessment of the banks was based on theait flaleCSR report at the time of the review,

normally those of 2006 (except in the case of tlieo@ Bank, whose latest report is that of

2005), as well as information found on their wedsitDepending on the degree of congruency
between recommended practice and actual reportiogsf conclusions were drawn about the
extent of employee-focused initiatives wit