LONE PARENTS AND PAID WORK:
issues and policy implications

Marlene Levine and Helen Wyn

Researcher/Analysts, Social Policy Agency

As part of New Zealand's 1993 commemoration of Women's Suffrage Centennial Year a particular theme has been assigned to each month of the year. Three of these themes, Women and Families, Women and Education and Women and the Economy, lie at the heart of a study recently completed by the Evaluation Unit of the Social Policy Agency. Focusing on the New Zealand social security context, the study, entitled Lone Parents and Paid Work, aimed to determine the factors influencing the participation of lone parents in the paid workforce and to explore options for facilitating their entry or re-entry into paid work. Although the study did not focus exclusively on female lone parents, 94% of New Zealand lone parents are women (Rochford 1993). Family responsibilities, support from family members, educational background, access to educational and training opportunities, and the current employment market were all found to be significant factors in lone parents' decisions about labour force participation.

The results of the study reiterate many of the findings of previous research on lone parents in New Zealand in relation to the factors affecting workforce participation (Wylie 1980). However, the report presents new information in two important areas: it examines patterns of workforce participation among lone parents within the context of their personal histories, and it includes an analysis of the effect of the current benefit and tax structure on the decisions lone parents make about employment.

This paper summarises the main findings of the lone parent study and comments on some of the issues which arise for social policy. The paper begins with a brief summary of the research methods. This is followed by a section which discusses the patterns of workforce participation found among the lone parents in the study. The next three sections, on benefits and taxes, childcare, and employment issues, describe the main categories of difficulties lone parents faced in attempting to participate in paid work. The final section summarises the key policy implications of the study which have been identified as critical issues warranting further attention or action.

METHODS

The study took a qualitative approach to investigating the involvement of lone parents in paid work. Interviews, which lasted from one to three hours, were carried out with 95 lone parents, mostly women, in three districts within the greater Wellington region during 1992. Most of the people interviewed were beneficiaries (67), but some were ex-beneficiaries (24) who had left the benefit for full-time paid work. A further four of the interviewees were female lone parents who had never been on a social welfare benefit. Most of the interviewees were selected from Department of Social Welfare records and the others through networking. Interviews were also carried out with representatives of community agencies that work with lone parents.

WORKFORCE PARTICIPATION PATTERNS

Lone parents' life histories were analysed for any patterns of workforce participation which might indicate why some lone parents stayed on the benefit for a relatively long time while others went off more quickly, and why some never went on the benefit at all. The analysis suggested two factors were particularly important to lone parents' ability to be self-supporting: substantial experience of employment prior to becoming a lone parent; and education and training that qualified lone parents for well-paid work. In general, Māori were over-represented among those with the least and lowest skilled employment experience, and with the fewest qualifications.

Ex-beneficiaries and Non-beneficiaries

All of the interviewees who were supporting their families independently of the benefit (the 28 ex-beneficiaries and non-beneficiaries) had substantial employment experience before they became lone parents. But those who were now in relatively well-paid work (professional, managerial or white collar) were more securely self-supporting. Three quarters (21) of the ex-beneficiaries and non-beneficiaries in the study were in such jobs. The seven others, who were in low skilled and unskilled employment, all anticipated having to go back on the benefit because their employment income was so marginal. As one of them put it:

"Next year it's going to be the testing time because by the time they've dropped $1,500 off my wages next year [through loss of penal rates] and I have to pay our childcare and petrol money to work, I'll be living on less than the benefit."

A particularly interesting point about the lone parents who were self-supporting was that seven of those who were in relatively well-paid work had trained for their jobs while they were on the benefit. Some had no qualifications before they began training on the benefit, while others were already highly qualified, but trained for a different occupation (such as teaching) which they felt would combine more readily with their responsibilities as lone parents.

The four non-beneficiaries in the study had been able to avoid going on a social welfare benefit for one of two reasons: either they were exceptionally well-paid at the time they became lone parents, or they received substantial maintenance payments from their ex-partners.

Beneficiaries

The life history data obtained from beneficiaries was analysed according to the nature of their previous work experience. (This was because of the finding, discussed above, that only lone parents in skilled or professional work were able to support their families in a stable fashion on their employment income). Beneficiaries were divided into those with substantial experience of skilled / professional employment (21), those with little or no paid work experience (14), and (the largest group) those who had experience of only low skilled and unskilled paid work (32).

As a rule, the lone parents looked forward to eventually becoming independent of the benefit. However, the low skilled / unskilled group tended to be on the benefit for much longer than the skilled / professional group. There was evidence that for some, this longer period on the benefit, together with their experience of personal trauma, had reduced their confidence in their ability to prepare for self-supporting employment.

The beneficiaries who had no substantial employment experience tended to be very young (in their teens and early twenties) and might be expected to be disadvantaged in the labour market. However, they seemed to be a potentially mobile group as most of them had been involved in training while they were on the benefit. They were actively preparing for entry into the paid workforce, and in much the same way that some of the ex-beneficiaries had gone about this, making use of opportunities to train for suitable occupations during their time on the benefit.

Implications of Workforce Participation Patterns

The analysis of lone parents' workforce participation patterns revealed the importance of their being prepared for skilled or professional work in order to become self-supporting and remain independent of the benefit. It also indicated that many beneficiaries were not qualified for such employment and tended to stay on the benefit for extended periods. In order to increase the chances that lone parents may enter paid employment and remain employed, there is a need for greater encouragement of education and training which will enhance lone parents' employability. In addition, there was evidence from lone parents and community agencies alike that long periods on benefit and experience of personal trauma reduced lone parents' confidence in their ability to support themselves.

Lone parents saw a wide range of factors as affecting their actual or potential participation in paid work. These factors are grouped into three categories – benefits and taxes, childcare, and employment issues – which are covered below in succeeding sections. The issues that lone parents raised tended to be similar across the board, with no substantial variation between ethnic groups or between those in different districts.

ISSUES RELATED TO BENEFITS AND TAXES

The key issues that emerged from lone parents' discussions of their concerns in the area of benefits and taxes were the disincentives built into the provisions, limited knowledge about benefit and tax regulations, and anxiety regarding dealings with district office. This section begins with a brief outline of the main relevant benefit provisions as background to the findings in this section.

Background to the Lone Parent Benefits

The benefits paid to lone parents contain a structure of abatements for recipients in paid employment which takes into account some of the costs of childcare. Lone parents on the Domestic Purposes Benefit (DPB) or Widows Benefit (WB) are allowed a gross annual income of $3,120 ($60 per week) without affecting their benefit payments.
 If the beneficiary is in receipt of the Accommodation Benefit (or any other supplementary benefit), this too will be affected by income. When calculating income, properly receipted childcare payments are subtracted from gross wages to a maximum of $20 per week (the Childcare Allowance). There is also a Childcare Subsidy of $65 per week. This may only be applied to pre-school children in registered childcare centres and registered family day care. (Lone parents on Unemployment Benefit (UB) have their abatement calculated on a weekly basis, and the Childcare Allowance does not apply to them. Also, they are required to register with the New Zealand Employment Service (NZES), while those on DPB or WB are not so required).

The Training Incentive Allowance (TIA) provides additional support for those on DPB or WB who are taking courses.

Lack of Information and Inconsistencies in District Office Practice

Lone parents generally did not have a good understanding of the benefit and tax provisions relevant to their circumstances. This affected their decision making regarding workforce participation by creating feelings of insecurity. They worried about whether the changes to their benefit, tax and rent/mortgage situation would leave them with an adequate income.

A particular problem was getting "a straight answer" with regard to how their benefit payments (including supplementary benefits, as well as the Family Support payment which is made to low income families with dependent children) would be affected by employment income. Other related problems included getting conflicting information from staff, difficulty with understanding the pamphlets, and inaccurate information in general.

"The communication breakdown is really bad. I can ring up three times with the same question and get three different answers."

Some lone parents believed that if they were on DPB or WB (instead of UB) they were ineligible to register with NZES, and thus were unable to apply for subsidised employment positions in the Jobs Plus Scheme (as well as for a number of other programmes that required applicants to have been registered for six months with NZES).

There was evidence that some of the key provisions of the benefits relevant to lone parents are not being interpreted consistently between offices, nor even between staff in the same office. For example, the DPB abatement was sometimes calculated on a weekly basis instead of being assessed over the year; some lone parents were allowed to use TIA funds for private childcare providers while others were not; and some beneficiaries were allowed to suspend their benefit when beginning full-time work while others were required to cancel. Given their limited awareness of the various social welfare provisions, they were rarely in a position to challenge the decisions that were made about their particular cases.

"It was a bit silly. You're supposed to be able to earn $60 a week, but they didn't do it over the year. So one week I earned $75 and I had to pay back $20."

The Disincentive Effect of the Benefit Income Test and
Abatement of Accommodation Benefit

Lone parents expressed an appreciation of the value of part-time work while on the benefit. They saw it as a way to supplement their benefit income while also providing stimulation and allowing them to keep in touch with the wider community. Part-time work was also perceived as a means to ease themselves into full-time paid work and to eventual independence from the benefit. Not only did it help to fill in their work records, but sometimes the job itself would lead to full-time work. Twenty-seven of the lone parents interviewed said that their part-time work had led to a full-time job, or was expected to do so in the future; this represents 40% of the 68 respondents who had ever been in part-time work.

However, despite the value of part-time work, over half of the ex-beneficiaries said that the abatement system made any part-time work above the abatement threshold futile or unacceptably costly. Employment income was regarded as less secure than the benefit, and in the absence of back up support when children were sick, lone parents not only had to manage on a much smaller benefit, but employment income was lost well. Also, if their employment income fluctuated, the abatement was slow to be adjusted.

Lone parents pointed to the benefit income test, the precipitous abatement of the Accommodation Benefit and the severe effect of extra income on Housing Corporation (now Housing New Zealand) rents and mortgages as important disincentives to employment.

Thirty (nearly a third) of the beneficiaries and ex-beneficiaries said that they had rejected or limited part-time work because of the benefit income test. A common solution was to work only up to the $60 per week abatement threshold. This was partly because it was the best understood provision of the income test, but also because beyond this point lone parents risked having their abatement miscalculated, or some other mistaken change to their benefit status. Such errors were notoriously difficult and time-consuming to rectify.

Tax provisions

Lone parents who tried to supplement their benefit with part-time work also ran into difficulties with the Inland Revenue Department. Often they were entirely unprepared for these problems, which arose as end of year tax debts. The main problems were overpaid Family Support (which may occur when part of the year is spent off the benefit), and paying secondary tax on employment income. Depending on which rate of withholding tax they chose, beneficiaries could either experience significant reductions in their employment income or they could face a substantial tax bill at the end of the year.

Disincentives to Full-time Work Built into Lone Parent Benefits

Beneficiaries commonly expressed their desire to go off the benefit, often for reasons of pride, and also because some did not consider it enough to live on adequately. However, the move into the paid workforce was perceived as an ordeal. Beneficiaries were worried that they would not be able to enter into and survive in full-time employment for a number of reasons, some of which were relevant to the benefit and tax structure.

Lone parents worried about covering themselves financially between the time they went off their benefit and when their first pay cheque arrived. They were also concerned about being able to pay for the immediate expenses that they might have on starting a new job.

"Yes, it's very frightening the thought, yeah, I've got nothing to fall back on, like, I've got no savings, so I can't say for the first few weeks it might be a bit difficult waiting for wages to come through and things like that… That's very scary, not knowing actually what you're getting."

As noted earlier, lone parents saw paid employment as intrinsically less secure than the benefit. They worried about losing their jobs, or not being able to cope with their jobs (especially in conjunction with their role as their children's sole support), and then perhaps being unable to get back on the benefit, or having to survive a stand down period.

"I couldn't afford the stand down… They need to make it not so scary to go off the benefit to work."

Policy Implications of Benefit / Tax issues

The implications of the benefit and tax issues discussed above relate to the structure of the benefit and tax regime and the way in which its provisions are implemented. Firstly, there are disincentives to full-time and part-time work that are built into the provisions themselves, notably the benefit income test, the various benefit abatements and the stand down period. These issues are being addressed in the current benefit reform exercise.

Secondly, the fact that lone parents are not well informed about benefit and tax provisions also discourages employment, due to uncertainty about the effect of any employment income on their cash in hand, or at the end of the tax year. Furthermore, some are unaware of (and thus do not take advantage of) the options that have been put into place to facilitate training, childcare and employment.

Finally, the fact that employment income triggers a relatively complex abatement system and involves the active intervention of district office staff is distinctly anxiety-provoking for beneficiaries. They know that once the abatement is put into place, changing it to reflect fluctuations in their income or even rectify mistakes is notoriously difficult and time-consuming.

CHILDCARE

This discussion briefly describes the type of care used by lone parents, then identifies the major problems with childcare and other key issues for lone parents.

"Childcare is always the great tyranny."

This comment from one of the lone parents in the study epitomises the response of the lone parents to the issue of childcare.

Type of Care Utilised

The major source of childcare for lone parents in the study was family / whānau
 members, in particular, lone parents' mothers. This was especially so for Māori lone parents in the study, who were nearly twice as likely as other lone parents to use whānau as their main source of care. Implicit in the comments about the values of care from family members was the convenience (with family close by or living in the same house) and the financial savings this offered. Lone parents also identified friends and neighbours as an important source of childcare, sometimes paid for, but more commonly used on a reciprocal basis.

Childcare centres were an important source of care, however they offered less flexibility with regard to hours of attendance. They therefore were used by beneficiaries only where they had regular commitments, such as courses of study, or for periods of regular paid work which fitted in with childcare centre hours.

After-school programmes did not emerge as a significant element of the childcare arrangements utilised by the lone parents. The cost of such programmes was a problem for some. Nevertheless, the comments from the majority of lone parents in full-time employment who had school-age children reveal that the periods both before and after school needed to be covered with some kind of childcare arrangement.

Problems with Childcare

Childcare was an issue which lone parents generally considered to be very problematical, affecting decisions about both employment and training. The main issues were cost, availability, and quality of care.

Cost: The cost of childcare was the most common problem raised by lone parents. High childcare costs acted as a disincentive to some lone parents to take paid work. Some attempted to minimise childcare costs by delaying entry to the workforce and children were in school. Others relied on family and friends for cheap or free childcare, and this undoubtedly facilitated their entry into the workforce. However many of the lone parents relying on informal care commented on their desire to recompense these carers for their services. Current childcare subsidies cannot be used in this manner.

The problem of the high charges for childcare was exacerbated where lone parents had more than one child to pay for.

Availability: Lone parents were also concerned about the availability and accessibility of childcare. In order to obtain subsidised care, lone parents must use registered childcare services. However, the hours for which care is needed are not always covered by such providers. Those who started work early (or who left home early to travel to work), who worked shifts at night, or who had evening courses, found childcare a major hurdle. The location of childcare centres was also a problem, especially for those who did not have cars and for whom the centre was not within walking distance.

Quality: A common concern among lone parents in the study was that children must receive quality care, the key elements of which were trustworthiness, safety, and a loving environment where children would receive appropriate attention and stimulation in accordance with their needs. This concern led some lone parents to continue to provide care themselves.

Caring Responsibilities and the Needs of Children

As noted above, some lone parents had confidence only in the childcare that they provided themselves. The DPB was regarded by these, and many other lone parents, as a payment from the state to permit them to fulfil their obligation to care for their children.

Among those who sought to remain on a benefit in order to care for their children, a small number had very specific reasons, relating to children's health and behavioural problems. Indeed, it was not uncommon for lone parents in employment to note their good fortune in having children with good health, and several lone parents suggested they had been overlooked for employment because of assumptions by employers about their unreliability due to their children's health.

However, approximately half of the beneficiaries preferred to remain at home to care for their children for reasons relating to the intrinsic value of caring for children. There was evidence that the decision not to enter paid work was made after weighing up the perceived needs of children against the desire to obtain paid work, and the age of children was an important factor in these deliberations. There was a great deal of variation in the ages when parents were prepared to leave children to go to full-time work, ranging from 10 months to high school age. It appears that beyond age 12, children were generally accepted as being responsible enough to no longer require close supervision, although some parents expressed concern about what their children could get up to as teenagers.

Implications of Childcare Issues

The interview data shows that while some lone parents were comfortable with their childcare arrangements, a significant proportion expressed reservations, either about particular childcare provisions, or childcare per se, or their own desire not to miss out on their children's early years. Such reservations may be seen, to some extent, to be barriers to early return to the workforce. Any policy measures aimed at encouraging lone parents' participation in paid work will need to take account of the range of attitudes towards childcare, and the value which many parents place on being able to care for their children themselves.

The study highlighted a number of shortcomings of the Childcare Subsidy. As it is only available for services provided by registered care-givers, it does not cover school age children and cannot be used to cover the costs of before and after school care and holiday care. The subsidy also cannot be used to pay family members (identified as the most important source of childcare for beneficiaries), and rarely meets the needs of those who require childcare outside of business hours.

EMPLOYMENT ISSUES

Many of the issues raised thus far have implications for lone parents' labour force participation. The following discussion summarises a range of factors related to the job market which lone parents identified as potential problems in allowing them to take up paid work. The discussion also looks at the issue of part-time work and its value in assisting lone parents to be self-supporting through employment.

Barriers to Labour Force Participation

Level of Income: A major consideration for beneficiaries contemplating employment was the level of income they would get if employed. Many indicated they would not take up full-time employment which offered less than they received as a beneficiary, and in relation to part-time employment others suggested that they would need to consider the effect of part-time earnings on their benefit income. The general feeling was that if earnings provided enough to cover outgoings, including the added costs of being employed, then employment would be worth considering.

The costs of Employment: The issue of the associated costs of being employed was raised by approximately half of the lone parents. These costs were generally identified as childcare fees and transportation expenses. Several also mentioned the cost of clothing. An additional hidden cost of employment, identified by only a small number of lone parents, was the consequent loss of the resource of time. This meant less time was available to search for the cheapest goods and for the preparation of cheaper meals (which frequently require more cooking). Women were much more likely than men to mention the costs of employment as a barrier (57% and less than 10% respectively).

Inadequate Qualifications: Lone parents perceived their lack of qualifications as a block to employment. This was mentioned by both beneficiaries and ex-beneficiaries, many of whom felt that advances in technology have acted as a catalyst to their skill erosion.

Just over half of the ex-beneficiaries in the study had trained while on the benefit, and generally the employment they had taken up was directly related to this training. Among the beneficiaries in the study however, it was found that training was not widely taken up. Two thirds of the beneficiaries with no formal qualifications did not take up training. Proportionately fewer Māori lone parents (beneficiaries and ex-beneficiaries) undertook training.

While half of those who trained while on the benefit had pre-school aged children when they began training, the cost and availability of childcare was a concern to them. Childcare problems discouraged some lone parents from taking up training. The response of other parents was to defer training until children were school age, or to study at home by correspondence.

Almost two thirds of the lone parents in the study had some awareness of the existence of the Training Incentive Allowance, and half of these had received the allowance. Just over one third of those in the study were not aware that the allowance existed.

Shortage of Jobs: A large proportion (60%) of the lone parents expressed concern at current levels of unemployment and the competition for jobs. There was a general sense of insecurity in relation to the job market, as ex-beneficiaries made references to redundancies, and commented on the need for reliability and security of income if they were to obtain a livelihood from employment.

Other barriers: Among the remaining issues raised by lone parents in relation to employment barriers were hours of work (either to fit in with school hours, or foreseeable problems with shiftwork or night work, etc); the location of work (where lengthy travel was felt to be undesirable); discrimination by employers (undervaluing the skills obtained from managing a household, and holding stereotypical views about the reliability of lone parent employees); and lack of confidence (particularly among those who have been away from the workforce for lengthy periods, and those who have recently emerged from abusive relationships).

Part-time Employment

The study found part-time work to be important in assisting lone parents to become self-supporting. While acknowledging that there were stresses associated with combining the role of carer and provider, the general perspective among the ex-beneficiaries was that the advantages of being employed, in terms of self-esteem, stimulation, and an increased standard of living, usually outweighed the disadvantages.

The value of part-time work notwithstanding, it is important to appreciate that a good deal of the part-time work carried out by beneficiaries, such as cleaning and casual labouring, was done to bring in a little extra cash without affecting their benefit income. This type of work is not necessarily a reliable source of self-sustaining income, nor do lone parents necessarily wish to be committed to such work as their only source of livelihood. The implication of this for policy-makers is the need for sufficient incentives and opportunities to permit lone parents to undertake the type of part-time work which would either lead directly into, or develop skills toward,, more viable employment.

CRITICAL ISSUES

The following issues summarise the key areas that emerged from the study as warranting further attention and action. The first is the key issue, to which all the following points are related.

1.
Lone Parents' Anxiety

Many lone parents expressed unhappiness with their circumstances and could not see many feasible alternatives. The conflicting directions in which they were drawn often served to cancel each other out: because they were afraid to move, they were frozen in their present position.

An important element in any programme to encourage lone parents into the paid workforce should be the reduction of their anxiety and fear. Changes to the benefit system aimed at forcing or frightening them into the workforce may well be counter-productive. Useful changes should address the issues listed below.

2.
Reducing Disincentives to Employment

The current benefit and tax provisions relevant to lone parents serve to discourage them from taking up part-time paid work, especially of the sort that would lead to self-supporting employment. The system also makes lone parents apprehensive about leaving the benefit. Benefit and tax provisions, particularly the benefit income test, the structure of abatements, the application of the stand down period, and the sheer complexity of their implementation, must be examined with a view to reducing these disincentives.

3.
Subsidising the Costs of Employing Private Childcare Providers, of Before and After School Care, and of Holiday Care

Childcare is an ongoing problem for lone parents in paid work. Current subsidies do not allow payments to family members (lone parents' most important source of childcare), nor do they cover childcare for school children outside of school hours and during school holidays. Present benefit levels and low wages mean that lone parents often cannot meet these outlays on their own. Childcare subsidies need to be examined with a view to ensuring that childcare costs to not continue to create a barrier to lone parents' participation in paid work.

4.
Subsidising the Costs of Training

Training is an important route to self-supporting employment for lone parents. Current training subsidies do not cover all the costs of today's education and training structure. Present benefit levels and low wages limit lone parents' ability to accommodate extra training expenses. Training subsidies need to be examined with a view to ensuring that lone parents are not discouraged from increasing their qualifications for self-supporting employment.

5.
A Holistic Approach: Providing a coherent package for helping lone parents into the paid workforce that includes help with childcare, training, and job facilitation, and improving the interface between the Department of Social Welfare and the New Zealand Employment Service

A properly resourced childcare, training and job facilitation package could address many of the needs raised by lone parents. These include individual career counselling, and suitable access (in terms of hours, locality and targeting) to childcare, education, training and employment opportunities. Given the services already available through the Employment Service, this may involve closer co-operation between that organisation and the Department of Social Welfare. Co-operation and co-ordination with Inland Revenue and the Ministry of Education are also important.

6.
The Availability of Employment Opportunities

Most lone parents saw the job market itself as an obstacle to their taking up paid work in that adequately paid employment was hard to come by, even for those with professional qualifications. Extended periods of unemployment made lone parents less desirable to employers and diminished their self-confidence and skills. It may be that resources put into creating work opportunities would pay for themselves in terms of limiting the damage done by time away from paid work, and thus facilitate lone parents' entry into self-supporting employment.

7.
Provision of Information

Lone parent beneficiaries are not well informed about the way in which employment income affects their social welfare benefits and tax liabilities, and about the childcare, training and employment opportunities available to them. They do not consistently receive good advice about these matters from district office. It is important that this information be provided in an accessible and culturally appropriate form, such as taking cognizance of the information needs of people from oral cultures.
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� If the gross annual salary is between $3,120 and $4,160, the benefit is reduced by 30c for every dollar in excess of $3,120 and reduced by 70c for every dollar in excess of $4,160. With one dependent child the benefit disappears when the gross annual salary reaches about $17,700, and $18,900 with two or more dependent children.


� The term whānau is commonly used to refer to the extended family.





