4
The “Work-Life Balance”

4.1 Introduction

We have already discussed the “long hours culture” that is meant to be endemic in this country and concluded that it is not quite as endemic as the work-life balance protagonists would have us believe. (See chapter 2.) We have also discussed employee attitudes to work (usually satisfactory to “very good”) and concluded that the “stress epidemic” is as much to do with the “stress industry” as pressures in the workplace. And we have made a general plea that work-related stress should be treated as a management problem rather than therapy-related problem. (See chapter 3.)  

But despite the evidence that work is for many workers a positive part of their lives and they feel that they are fairly treated, there are still considerable pressures, driven by lobbying groups and supported by the current government, for changes to the “work-life balance”. The current work-life balance is seen to be “wrong” (too much work and too little “life”) by these protagonists and they are convinced that it needs correcting. “Something must be done.” (See 4.2.) We then consider the specific groups of employees, which are considered to be especially in need of changes to their work-life balance – in particular, women with children (see 4.3). We then look at what employers can do by way of, for example, flexible working practices to help accommodate his/her employees (4.4) and the government’s family friendly and “work-life balance” policies (see 4.5, 4.6 and 4.7). Finally, we consider the impact on women’s employment prospects of increased maternity and parental rights (4.8).

4.2.1 “Work-life balance” and “time famine”

“Time famine”, “work rich, time poor” and “time squeeze1” are but three of the terms in vogue to describe the supposed state of people’s intolerably pressured lives. “There are simply not enough hours in the day.” Though it crossed the author’s mind, as she was watching the admirable “1900s house” and “1940s house” series on the television, that such comments hardly make much sense – especially for women! But, of course, what has so radically changed over the last 100 years are people’s material and career expectations (greatly increased), the country’s social structures (with the partial breakdown of the extended family and, indeed, of marriage) and the falling away of religious belief and deference. All too often people appear to “want it all” and this is simply not possible. It is being sentimentalist2 to believe it is possible and a flight from reality. It may well be that, given the ludicrous clutter of modern day living, we don’t have “enough time to do everything” (as if “everything” is an entitlement) but, we would contend, this ill cannot simply be automatically attributed to the workplace as it sometimes seems to be.       

Women, in particular, have to make hard choices between having children and having a career3 (though some are only too pleased to opt out of the rat race). And as Marrin4 has written: 

· “One of the many awkward facts of life that progressives refuse to confront is that some problems are truly insoluble. Some conflicts of interest cannot be resolved. Some irresistible forces do come up against immovable objects. One of those conflicts is between work and children for mothers.” 

From our discussion on hours in chapter 2 there was clear evidence that some occupational groups (mainly professional and managerial) were working long hours – but mainly voluntarily and for good remuneration5. Of course, such people (and they are mainly men) may wish to see more of their families6. (If you ask people whether they would like to see more of their families it is unlikely they would say no.) But they are realists too and there is little evidence to show that men who work long hours destroy family life7. Apparently, some therapists have recommended “workaholic” executives to take therapy to help them with their “work-life” balance – just a tad patronising.

And there are other mitigating factors including:

· Robinson and Godbey8 have argued that far too much is being made of “time famine and stress”. They claim that Americans now have more free time than at any point in the past 30 years – an average of 40 free hours a week. They said, moreover, that people tend to exaggerate the number of hours they work and that the difference between perception and reality emerged when people kept detailed diaries. The difference amounted to 8.4 hours a week for men – though less for women. The authors showed that time spent on, eg, reading, bathing, talking and playing had remained fairly static over the past three decades;

· Gershuny9 showed that the amount of time spent by parents with children had not declined as much as many thought in recent times. His data showed that employed women with children (currently) spent more time with their children than non-working women in 1961. Gershuny added that research from the Family Policy Studies Centre argued that time spent on childcare by men rose fourfold between 1961 and 1995.
· Our provisional conclusions to much of the analysis on “time famine” are: 

· The perception of time famine has increased because of the growth in female employment, and the greater sharing of household tasks, and women with children are the most pressed group;

· That time famine may have increased for certain socio-economic groups, most notably professional classes who have a disproportionate number of “long hours workers”; 

· People have more distractions, more “things to do” competing for their time. And as events associated with work (such as commuting) deteriorate, life for some has become more difficult in recent years;

· The blind acceptance of “time famine” as the all-pervading misery of our contemporary lives and the semi-automatic attribution of this misery to the workplace should be challenged.   

4.2.2 The “work-life balance” agenda: what is it?

As we said in the introduction the “work-life balance” agenda is being driven by lobbying groups (especially women’s groups) and supported by the government effectively starting from the premise that the balance is in fact “wrong”. (We return to this issue below.) There’s too much “work” and too little “life”. This should be more critically examined. If women with children are your target group – then there may a case for more flexible employment. But if flexible employment is insisted on and added rights introduced you may end up damaging women’s employment prospects. (And we also return to this issue below.) And if you are dealing with long hours workers (for example, fathers with children) – then we would modestly suggest that the decisions should be left to the employers and employees to work out and the state should not be involved. 

As we shall see later in this chapter the government10 is pushing ahead with a combination of legislation and exhortation (that doubtless will lead to more legislation if the employers don’t deliver the “right” “work-life balance”) to improve the “work-life balance”. Now, whilst we would always encourage employers to accommodate their employees’ wishes as much as they can, there are limitations to what can be delivered – and there is no doubt that the government’s legislation in this area is a significant part of the extra employment regulations that this government has brought in since 1997. We agree that many of the social intentions behind the legislation (for example, the “family friendly” regulations) are to be applauded. It is just they bring extra bureaucratic burdens and make it harder to run businesses – especially small businesses. Moreover, because they are attempting to do the impossible – ie solve insoluble problems – they will ultimately fail.    

We would add the following general points about the current work-life campaign:

· The phrase “work-life balance” implies that work is not part of life. Work is, of course, part of life and as we saw in chapter 3 a very important part and not just for money. Work also confers status, improves self-esteem, offers challenge and provides social support. And many people enjoy it, find it creative and get much satisfaction out of it. 

· More sensible phrases would be the work-home balance (ignoring the complication of home-working) or the work-leisure balance. But they don’t have quite the same campaigning ring to them. Leisure, in particular, sounds frivolous.

· There is the prevailing assumption in much of the work-life balance campaign that home (“life”) is necessarily positive while work is necessarily negative11. There is a tendency to blame the workplace for society’s difficulties and stresses and that business should perform a more “social” purpose. 

· And, following on from this point, according to Doyle12, besides idealising the concept of home, much of the “work-life balance” debate romanticises the actual physical space of home. Home, she says, can be a source of drudgery. And because of this, work can provide an escape, a safe place from unsatisfactory and disappointing private lives. Some people want more work and less home. Doyle quoted a survey by “Management Today” which found that “more than 40% of women admit that there are times when they see the work as a welcome escape from home, whereas only 33% of men said they felt the same. In the case of working mothers, that number soars to nearly 63%, compared with 38% of fathers.” Doyle said it also suggested that there is it should be obvious that for some people home is a place of oppression while work is a place of liberation. 

4.3.1 “Family friendly” policies: and the childless

In the work-life balance debate “flexible working” had until recently been confined to “family friendly” policies, designed principally to accommodate working women with children through part-time work, job-shares and career breaks13. And there had been a tendency to conflate life with family14. But employers and campaign groups have realised that narrowly targeted policies on “families” can cause resentment among other employees. And the DTI recognises that policies that only support working parents can create a sense of unfairness15. 

We would quote just two main references to support the view that “family friendly” policies can cause resentment:

· A Management Today/Ceridian survey said that childless workers said they felt increasingly resentful of family-friendly policies such as flexible working hours and job sharing schemes that favoured working parents. More than half of the managers admitted that childless employees felt upset and resentful when colleagues deserted the office to spend time with their family, forcing them to take on longer hours and a heftier workload16. Management Today wrote, “our survey points to a backlash against family-friendly policies, with over half of those taking part agreeing that child-free staff can become resentful about such policies”.

· Those who feel hard done by the introduction of flexible working have also found a powerful voice in Elinor Burkett in her book, “The Baby Boon: How Family-Friendly America Cheats the Childless”. In this book she asked “why should I have to work extra hours because you have to rush out of the office to collect a sick child?” And, according to Ms Burkett, women who choose not to have children are increasingly furious about tax and time concessions being given to those who do. Childless workers feel discriminated against like never before and punished for their lack of parental status in terms of both policy and perception17. 

Moreover, “non-parents” weren’t just feeling a tad resentful about family friendly policies but employers and campaign groups have also found that a wide range of employees want flexibility. Hence the spread of the more inclusive term “work-life balance”18. And the DTI19 has said that “the widespread desire for flexible working indicates that there is more likely to be a backlash [against parents – especially mothers - with flexible jobs] if businesses do not offer opportunities for flexible working to everyone”.   

So the idea behind the current “work-life” campaign is not just flexibility for parents but flexibility for all! Nice work, if you can get it. But the employment regulations and extra legislation policies so far have tended to focus on parents (with the possible exceptions of the Working Time and Part-time Work Directives – see annex 1.) And we shall now look at parents and work. 

4.3.2 Mothers and work

We are, of course, very supportive of women who wish to pursue a career and are only too aware of how difficult it can be to juggle work and home. And mothers sometimes have to make a painful choice and give something up. Life is full of hard choices and few more so than for a woman wishing to have a high-flying career and children. 

But there are those who would argue that women have now stopped being “fair”. Melanie Phillips20 has said:

· “Increasingly, they are refusing to make such choices [between career and children] and insisting that they must have it all, loading the consequences on to employers instead. The government is encouraging this selfish and irresponsible attitude. Constantly exhorting employers to produce “family friendly” working, it cavalierly brushes aside the impact on job performance of working fewer hours and expects employers to make good any deficiencies. How sad it is too that a movement that started in legitimate pursuit of equity for women in employment should be descending into such farcical unfairness. How it tarnishes those many working-women who have not lost sight of the reasonable limits to self advancement as they struggle to reconcile work and family. And ultimately, since this increasingly intolerable burden will make more and more employers reluctant to employ women at all, how stupidly self-defeating.   

And we have already quoted Minette Marrin21, pointing out that one of the insoluble conflicts of interest in life is that between work and children for women. She has also pointed out that any extra rights for mothers will mean that “all employers, particularly in small businesses, will be hit by big new costs in time, uncertainty, staff upheaval and administration”. And she adds “the unpleasant truth is that there is an obvious connection between mothers’ work, children’s neglect, the breakdown of the family and social disintegration, especially among the low paid”. 

But the women’s groups’ pressure for more rights and support for women with children is insatiable. They are partly driven by the ludicrous notion that mothers should be “independent” of their men – the fathers of their children (perhaps). The recent Childcare Commission’s report (chaired by Harriet Harman) into support for mothers recommended very generous extra state financial support, which could add 4-5p on the standard rate of income tax22. Yes, these mothers may become “independent” of the fathers of their children through this generous support. But, by doing so, they become dependent on the taxpayer. It is clear that the “feminist” agenda risks undermining the position of men – especially in their role as fathers (and see below). And, more damagingly still, the feminist enthusiasm for women’s/mothers’ independence of men/fathers and their denial of marriage as the bedrock for raising their children can damage their children23. 

4.3.3 Fathers and work 

Even though the expansion of “family friendly” policies since 1997 (more below) has tended to focus on women with children, the Parental Leave Directive, for example, in principle applies equally to men and women (though on the government’s own data, only 2% of men were expected to take parental leave whilst 35% of women were expected to take it). And there are policies in the pipeline that are specifically directed 

towards men (for example two weeks paid paternity leave). These policies, however, all beg a question – and that is how men see themselves in relation to their children and whether they see their relationships with their children as similar to, interchangeable with or different in kind from a mother’s role.  

According to a recent JRF report “A man’s place in the home: fathers and families in the UK”24, 25 (which was prepared by psychology professor Charles Lewis of Lancaster University) fathers wanted to keep their role as breadwinners and deeply resented the idea that they should stay at home to bring up their children. The great majority of men believed that their primary duty was to financially support and protect their families rather than spend more time with them as house-husbands. The report added that “there appeared to be little connection between men’s sense of well-being and marital happiness and the extent of their involvement with children”. Moreover, married men earn more than single men, in part because the additional responsibilities borne by married men seem to encourage them to work harder26. 

But there are those, for example, Reeves27 who would say that the acceptance of these attitudes is holding women with children back in the workplace. He argues that “we have a choice. Either we break down the roles attached to motherhood and fatherhood or live with the consequences [of women with children losing out in the workplace]. We should be shattering maternal and paternal stereotypes. We should be allowing men and women to freely choose their roles.” And he calls for paternity leave to match maternity leave.  Phillips28 counters this by saying “fathers classically express their feelings for their families not by talking, weeping and emoting but through the practical deeds of working and providing. That is why the unisex attack on male breadwinning is so devastating for men; it is nothing less than an attack on the distinctive way their sex expresses some of its deepest feelings.” 

Our response to this debate is that fathers and their wives/partners should be left to make the decisions with which they feel comfortable and not feel pressured to make other decisions. Moreover, if, for example, men were to be given paternity leave in line with maternity leave there could well be cases in which businesses (especially small businesses) struggled to cover for the absent fathers and found resentment mounting with staff who had no children.  

Finally in this section, there is some anecdotal and survey evidence to suggest that fathers felt they do not see enough of their children29, 30. But against this we have already quoted Gershuny31 suggesting that time spent on childcare by men rose fourfold between 1961 and 1995. And another survey conducted for the Alliance and Leicester32 showed that whilst 51% of men worked more than 36 hours a week, 21% watched TV for 36 hours a week or more. It is findings like these that challenge the assumption that men who were allowed to work shorter hours would spend the extra time at home in a positive, family-centred activity – doing the housework, for example. (The assumption may, however, be valid in Sweden with its very different collectivist culture.) And a final thought, according to anecdote, when Volkswagen cut the average hours of its employees (mainly men) down to 29 hours/week the divorce rate almost doubled. When the men were not working they were either watching TV or being involved in domestic disputes.

4.4.1 “Family friendly” policies, the “work-life balance” and employers: introduction

But as we have already said, we enthusiastically support “family friendly polices” (or more generally “work-life balance” policies). Moreover, many employers already have such flexible employment policies voluntarily in place (but they do not want more regulation) because they are aware it makes good business sense33, 34. They don’t need to be told! But we would emphasise (indeed repeat) that these policies should be voluntary – and there are limitations as to what employers can implement. If such policies are enforced through yet more regulation then they risk damaging business and, ironically, employment prospects of the very groups the regulations are trying to help. 
According to Dench et al35, 36 there were many reasons for business to introduce family friendly practices, including recruitment difficulties and skills shortages, problems of retaining employees, the desire to be seen as a caring employer (and hence have a competitive edge), and the personal attitudes and beliefs of managers. Their research also concluded that:

· Employees reported being more likely to stay with a company, there was reduced sickness and ad hoc absence and there was an ability to work more effectively because some of the difficulties of balancing home and work had been reduced by the introduction of family friendly policies (in other words, happier staff);

· Employers reported a range of benefits including improved retention and lower recruitment, induction and training costs, fewer recruitment problems, improved productivity, morale and commitment and reduced casual sickness absence;

· But it was clear that in the majority of companies, the introduction of family friendly practices had not been problem-free. One of the main problems was the attitudes of managers. Family friendly practices and, in particular, flexible working, challenged managers who have to plan workloads and staffing levels more carefully. Longer-serving and young managers with no family responsibilities were most likely to view family friendly practices negatively and as a problem. There was no doubt that, especially in some working environments, balancing a range of different working practices can be difficult and does place a greater onus on managers to manage, plan and organise. Some managers continued to regard this as an unnecessary burden. 

· Finally, the authors concluded that not all family friendly practices were immediately successful or worked well to start with.   

The final two comments, we believe, should act as cautions and they certainly argue strongly against the blanket imposition of more “family friendly” regulations on businesses. And Hogarth et al37 found, that whilst there were advantages of introducing work-life balance polices, there were also disadvantages – such as shortages (presumably absences) of staff. These researchers found that most employers put the needs of the business first and so any support for the “work-life balance” was necessarily tempered by concern about its impact on the business, particularly about the costs and getting the job done when key people are not available. (They also confirmed the view that policies that support only working parents can create unfairness in the workplace.) We will return to this issue below under 4.7.

And, finally, it is worth reiterating the point that, whilst large companies may be able to cope with more regulations38, small ones could find it far more difficult. In the footnote to annex 1 on small firms, we show that the vast majority of firms are small. A truncated version of one of the tables is shown below:

Composition of the business stock (1999)

	
	Micro (0-9 employees)
	Small (10-49 employees)
	Medium (50-249 employees)
	Large (250+ employees)

	Number of businesses %
	94.9
	4.3 (99.2)
	0.6 (99.8)
	0.2 (100.0)

	Employment %
	30.2 
	13.8 (44.0)
	11.5 (55.5)
	44.6 (100.0)

	Turnover %
	22.4
	15.3 (37.7)
	13.3 (51.0)
	49.1 (100.0)


Source: DTI Statistical Bulletin 2000 (there are some rounding errors)

4.4.2 Supportive working arrangements 

The British workplace is already a workplace with many and varied supportive working arrangements. (See table 1 of annex 4 for the main options of working arrangements.) But in the remaining part of this section we shall be looking at the two arrangements that have the most relevance to “family friendly” policies (and “work-life balance” policies). They are:

· Flexible working practices (including flexible leave arrangements39);

· Childcare provision or support.

4.4.3 Flexible working practices, including part-time work

Flexible working practices (including flexible working patterns and part-time work) comprise just one aspect of labour market “flexibility”40. (We discuss labour market flexibility in more detail in chapter 5.) 

The extent to which employees already work flexible working patterns, the flexible organisation of working time, is shown in the table overleaf (and see table 2 of annex 4 for further information). Women – especially those with dependent children – clearly take up the opportunity to work “flexibly” more often than men. (Many women who return to work after maternity leave return part-time.)

Employees with flexible working patterns, by gender, Spring 2000 (%)

	
	All
	Men 
	Women 
	Women with dependent children
	Women without dependent children

	Employees with flexible work arrangement
	21.2
	17.1
	25.7
	30.7
	23.9

	Type of flexible arrangement
	
	
	
	
	

	Flexible working hours (flexi-time)
	9.9
	8.7
	11.1
	11.7
	11.2

	Term-time working
	4.6
	1.4
	8.1
	12.1
	6.3

	Annualised working hours
	4.0
	4.0
	4.1
	4.4
	4.2

	4 ½ day week
	1.5
	2.1
	0.9
	0.6
	1.2

	Job sharing
	0.9
	0.1
	1.8
	2.9
	1.2

	Zero hours contract
	0.8
	0.8
	0.8
	0.8
	0.8

	9-day fortnight
	0.3
	0.4
	0.4
	*
	0.2

	Employees without flexible work arrangement
	78.8
	82.9
	74.3
	69.3
	76.1


* sample size too small for reliable estimate

Source: Labour Market Trends (November 2000) – data from the Labour Force Survey (LFS).

Moreover, many more women work part-time than men. 

Employee jobs, by gender, seasonally adjusted, Spring 2000, (thousands unless otherwise specified) (UK)

	Male
	Female

	All 
	Part-time (% in brackets)
	All 
	Part-time (% in brackets) 

	12,356
	1,603 (13.0)
	11,985
	5,382 (44.9)


Source: Labour Market Trends (February 2001) – data from the LFS.

And most part-time work is voluntary and agreed by the employer at the request of the employee. According to the European Foundation only 11% of British part-timers would prefer a full-time job – far fewer than in most other major EU countries. 

Part-time workers who would prefer to have a full-time job: 

	
	Part-timers as % of total employment
	% of part-timers who would prefer a full-time job 

	France
	16.8
	89

	Spain
	8.2
	63

	Italy
	7.1
	49

	Netherlands
	38.0
	18

	UK
	24.9
	11

	Germany
	17.5
	8


Source: European Foundation for the improvement of living and working conditions (1993).

Moreover, as the table below demonstrates, the UK’s record on part-time work is above both the OECD and EU averages. (For more details see table 1 annex 4.)

Incidence and composition of part-time (PT) employment (%), 1998 data+

	
	PT employment as a % of total employment 
	Women’s share of PT employment

	OECD country
	Men 
	Women 
	Total 
	

	France
	5.8
	25.0
	14.8
	79.3

	Germany
	4.6
	32.4
	16.6
	84.1

	Italy
	5.5
	22.7
	11.8
	70.4

	Japan
	12.9
	39.0
	23.6
	67.5

	Netherlands
	12.4
	54.8
	30.0
	75.8

	Spain 
	2.9
	16.6
	7.7
	75.9

	Sweden 
	5.6
	22.0
	13.5
	97.3

	UK
	8.2
	41.2
	23.0
	80.4

	US
	8.2
	19.1
	13.4
	68.0

	
	
	
	
	

	OECD Europe
	5.6
	26.1
	14.4
	79.8

	EU
	5.9
	28.1
	16.0
	81.8

	Total OECD
	7.0
	24.0
	14.3
	73.6


Source: OECD: Employment Outlook (OECD, June 1999), annex table E. Part-time employment refers to people who usually work less than 30 hours per week in their main job.  

4.4.4 Childcare provision

The IoD is a strong supporter for better childcare and has broadly endorsed the National Child Care Strategy41 and, moreover, we are encouraged to see that more employers are providing nursery facilities42. 

We believe, moreover, that all childcare support provided by the employer should be tax deductible. The current situation is anomalous. Where the employer provides a crèche at work (which is not necessarily the best place for a child to be looked after), the costs are tax deductible for the employer and the receipt of the crèche service is not taxable for the employee. There is, therefore, a tax saving overall. Where the employer provides a voucher for childcare, the costs are tax deductible for the employer, but the value of the vouchers is taxable for the employee. (There is, however, no NIC on vouchers.) There is not, therefore, a tax saving overall if vouchers are provided. If there were to be, employers would be better incentivised to provide support for childcare – where their employees wanted it. 

4.5 “Work-life balance” government policies: introduction

The current government has brought in a substantial amount of extra employment legislation since 1997 and much of it has had a “work-life balance” tag (mainly “family friendly”). We shall not discuss the legislation in detail in this paper (though it will be included in another paper we plan to release later in the year). Briefly the extra legislation is43, 44:

· The reduction in the minimum period of employment for eligibility for “extended maternity leave” (of up to 40 weeks in total) from 2 years to 1 year. During this period the employer must keep the job (or an equivalent job open) but the mother has no obligation to return to work; 

· The introduction of the EU’s Parental Leave Directive which is the right to unpaid parental leave (of up to 13 weeks) in the first 5 years of the birth or adoption of a child;
· Reasonable amount of unpaid time off work to deal with family emergencies (mandatory);

· The introduction of the EU’s Part-time work directive (the IoD’s policy was, in any case, to give equal rights to part-time workers)45;

· “Reasonable adjustments” to the working arrangements of an employee with a disability (under the Disability Discrimination Act, 1995);

· Working Time Directive (see chapter 2).

The first three were introduced through the Employment Relations Act (1999) and comprise the main “family friendly” regulations so far introduced. But clearly these policies are but the start of a government strategy for profoundly changing the relationship between employer and employee in the workplace. We shall, firstly, discuss the DTI’s Work and Parents Green Paper and then the more wide ranging “work-life balance” campaign.  

4.6 The “Work and Parents” Green Paper (DTI)

The DTI’s “Work and Parents: competitiveness and choice” Green Paper46 was released in December 2000 for consultation (and the closing date for consultation was 7 March). The preface to the Green Paper clearly stated the government’s agenda. Two sentences are of key significance:

· “The government wants to make it easier for parents who choose to work to do so.”

· “Getting a proper balance between home and work is a prize for us all.” 

The implication from these sentences is that:

· The current “work-home” (“work-life”) balance is clearly “wrong” at the moment and government intends to intervene in order to change it, if necessary, with more “work-life” regulations whatever the wishes of and consequences for business. 

Moreover, the Green Paper laid out a series of “options” (many of which we expect to be introduced), which can be classified as follows:

Options for supporting parents around the time of the child’s birth (chapter 3 of the Green Paper):

· Extending unpaid maternity leave so that a woman can stay at home for a year in total;

· Sharing any extension to the existing unpaid maternity leave entitlement between the mother and the father;

· Increasing the flat rate of maternity pay for the existing period of maternity leave;

· Increasing the period of time over which flat rate maternity pay is available to bring the total period of paid leave to 26 weeks (announced in the 2001 Budget);

· Seeing if the eligibility criteria for maternity pay could be widened;

· Introducing a right to leave paid at the equivalent flat rate and for the same length of time as SMP (Statutory Maternity Pay), for one adoptive parent (announced in the 2001 Budget); 

· Introducing a right for working fathers to take, for example, 2 weeks’ paid paternity leave (as announced in the March 2001 budget even as the consultation process was proceeding) - paid at the same rate as SMP.

Options for supporting parents in the workplace (including options for flexible working) (chapter 4):

· Increasing the amount of parental leave available to the parents of disabled children – currently 13 weeks;

· Possibility introducing paid parental leave; 

· Introducing a right for mothers to work reduced hours during the total period of maternity leave available, if the mother chooses to return to work before the end of that time;

· Extending the right to work reduced hours until the end of the maternity leave period to fathers, but to exempt the smallest employers from it;

· Introducing a right for both mothers and fathers to work reduced hours when the mother’s maternity leave ends47.

The Green Paper also covered some options to help businesses with family friendly policies and, more ominously, a series of proposals for encouraging flexible working as an alternative to legislation including a voluntary “code on flexible working”. The flexible working proposals can only involve businesses in yet more paperwork. We understand the government (along with influential work-life lobbying groups) have some strong “social engineering” beliefs, but the consequence of these proposals will be (as in schools and the NHS) yet more “red tape” for the wealth and job-creating part of our economy. 

To oppose the Green Paper’s proposals is of course seen to be Neanderthal in the extreme and we are fully aware that we are swimming against the tide48, 49. But we do oppose them. Small businesses50 can only be distracted by them and find cover difficult, non-parents will increasingly resent “privileged” parents and the unremitting emphasis on employee “rights” distorts the employer-employee relationship. “Fairness at Work” is strictly one way – a matter of, apparently, obligations for the employer and rights for the employee and little reciprocity. (Rights used to be about protection from, for example, the powers of the state. They are now more to with making claims on others, for example, the employer; they change the relationship between people – for the worse.)     

4.7.1 The “Work-Life Balance” campaign (DfEE)

Even though the Work and Parents Green Paper came from the DTI, the main “Work-Life Balance” campaign is the responsibility of the DfEE51. The PM launched this campaign in March 200052. Its aim is to increase employers’ awareness and take-up of flexible employment policies and practices that benefit their businesses and help their employees achieve a better balance in their lives. The campaign is being developed with the advice from the Ministerial Advisory Group on Work-Life Balance. It is being delivered in partnership with Employers for Work-Life Balance (an independent group of employers who have benefited from work-life balance policies). 

According to the DfEE53 an organisation that is committed to work-life balance:

· Recognises that effective practices to promote work-life balance will benefit the organisation and its employees;

· Acknowledges that individuals at all stages of their lives work best when they are able to balance work and all other aspects of their lives;

· Highlights the employer’s and the employee’s joint responsibility to discuss workable solutions and encourages a partnership between individuals and their line managers;

· Develops appropriate policies and practical responses that meet the specific needs of the organisation and its employees, having regard to:

· Fairness and consistency;

· Valuing employees for their contribution to the business, not their working pattern;

· Monitoring and evaluation.

· Communicates its commitment to work-life strategies to its employees;

· Demonstrates leadership from the top of the organisation and encourages managers to lead by example.

4.7.2 Employers’ attitudes to “work-life balance” agenda

In section 4.4 we were enthusiastic about encouraging flexible employment practices to accommodate employees’ preferences. We were happy to acknowledge there are benefits in adopting such practices. But there are costs. And we warned then and we now reiterate the warning that we do not wish to see any more regulation54. (Although the DTI Green Paper hints at more to come. Regulations, by the way, rarely make bad employers into good ones and are frequently sledgehammers to crack nuts - which they miss.) Adoption of such practices should be voluntary and, for a business to adopt such policies, a business case has to be made55. We would be very concerned if business is expected to adopt such practices for social rather than business reasons (whether by exhortation or, more likely, regulation). 

Hogarth et al56 (whose survey, incidentally, only covered businesses with 5 or more employees57) made it quite clear that, even though there were more than half of all employers who thought that everyone should be able to balance their work and home life, most employers put the needs of the business first. And so any support for the work-life balance was tempered by concern about its impact on the business, particularly about the costs and getting the job done when key people were not available58. The researchers also made it quite clear that, even though a majority of employers agreed 

that they had a “responsibility” to help people balance work and other aspects of their lives, both employers and employees agreed that organisational goals have priority. 

It is absolutely vital that the finding that a majority of employers in the Hogarth’s survey supported a “work-life balance” agenda (though which employers like to appear “hard-hearted”?) should not be divorced from the finding that organisational goals have priority for both employers and employees. And if, for example, there were to be a conflict between (1) saving the firm and/or providing the shareholders (pension funds et al) with a decent return and (2) having a “responsibility” for helping their staff with their work-life balance, a businessperson would have little option but to choose the former. Directors are, in any case, accountable to their shareholders (even though they have responsibilities to other stakeholders).    

Business is increasingly being exhorted/expected to adopt concepts such as “corporate social responsibility” and/or “corporate citizenship” and/or “social auditing” and take on other “social engineering” functions. (And, incidentally, increasingly business is being seen as a provider of jobs for employees’ “self esteem”!) Whilst these “social” developments can sound as if they are innocuous “win-win” “good things”, we would flag up a concern. If they enhance business’s competitiveness (or, at least, are neutral) we would have no concerns. But, if they hamper and distract businesses from being profitable, enterprising and competitive businesses, we would have serious concerns. As we have said in a previous document59:     

· “We take the view that business’s overwhelming contribution to society is by ensuring prosperous and enterprising companies which create wealth and generate jobs – not through social and public works (which if legitimate aims at all should certainly not be the main aims).”

4.8 “Family friendly policies” and women’s employment prospects 

We have already touched on the problem of “family friendly” policies leading to resentment in the workplace (4.4). In this section we very briefly look at the impact on women’s employment prospects of “family friendly” policies – especially maternity policies60. (And we will be returning to the issue in a paper on regulation to be released later this year.) 

In 1998 the IoD conducted an NOP survey of its members on maternity regulations and our conclusions were61:

· “It is clear that many businesspeople are very supportive of maternity benefits and rights. (Nearly 1/5th of members provided more than the statutory maternity benefits in terms of leave and pay.) But there is a clear warning from our survey. Already 45% of our members feel that such rights are a disincentive to hiring women of prime child-bearing age. If the regulations are made even more burdensome then employers will be even more reluctant to employ these women.” 

This a “good” example of the law of unintended consequences. Bring in regulations to help people – and you’ll hinder them.

4.9 Conclusions

This chapter has attempted to analyse the current “work-life balance” debate (which subsumes the “family friendly policies” agenda) and provisionally concludes that:

· Despite strong evidence that work for many people is a positive part of their lives, there is now strong momentum behind an agenda for giving employees (especially parents) more rights concerning the way in which they work and, in the “work-life balance” terminology, “correct” the balance between their “work” (which is seen to have negative connotations despite the fact it is also seen to be a major contributor to the government’s social engineering programmes) and their “life” (4.2);

· So far much of the work-life agenda has concentrated on more rights for parents, loosely described as “family friendly” policies. Whilst we recognise that mothers, in particular, have to make very hard choices between their careers and their children, these problems are essentially insoluble. And the extra “privileges” can bring problems and resentment in the workplace. Moreover, men still see their main role as fathers as protectors and providers and not house-husbands (4.3); 

· We are, nevertheless, very supportive of businesses’ introducing “flexible employment practices” in order to accommodate their employees’ preferences. In many cases such policies bring definite business benefits such as improved recruitment, motivation and retention. And the British workplace already has many employees benefiting from flexible working practices (though employers should be given more support for the provision of childcare facilities); it performs well by international standards. But there are limits and any further legislation is only likely to lead to yet more disruptive and time-consuming red tape and difficulties of cover – especially for small businesses (4.4);   

· The current government has already introduced substantial employment legislation concerning the work-life balance and family friendly policies (4.5). And with the proposals outlined in the DTI Green Paper on “Work and Parents” we believe there is more to come (4.6);

· Whilst we see some merit in the DfEE’s “work-life balance” campaign, the supporting research found that a business’s organisational goals take priority over the “work-life balance” for both employers and employees. This priority must be at the forefront of any “work-life balance” debates. Businesses will introduce flexible employment practices if a business case can be made (not a social one – businesses aren’t charities). And the government should resist the temptation to introduce yet more red tape in order to “correct” the “wrong balance” in the UK. And we would add that such regulations, in any case, would be sure to fail because, at the end of the day, the conflicts between career and children for some people (especially mothers) are insoluble (4.7);

· Maternity regulations introduced to help women can adversely affect their job prospects (4.8).  
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5
“Flexibility” and “insecurity” at work 

5.1 Introduction

In this chapter we examine the concepts of job “flexibility” and “insecurity” at work. All too often they are treated as if they were, de facto, synonymous. And as insecurity is a “bad thing”1 then flexibility must be a “bad thing” too. But we have already seen that for one aspect of labour market flexibility (part-time work, job share etc), there seems to be a demand for more not less. (See chapter 4.) Indeed many influential lobbying groups are vociferously pushing for it2. Flexibility, therefore, has many different connotations. 

We start by discussing the different aspects of labour market flexibility. (See 5.2.) We then ask how the labour market has changed in recent years (see 5.3 to 5.5) and discuss the issues of job insecurity and employability (5.6).  

We then consider the relationship between lightly regulated labour markets and well functioning labour markets within the international, and EU, context (see 5.7 to 5.10). And, finally, we discuss the re-regulation of Britain’s labour markets (5.11). (We will be returning to the issue of the re-regulation of the labour market later in the year.)   

5.2 Job flexibility: some definitions

There are several approaches to defining job flexibility 3,4, including the following aspects: 

· Numerical flexibility, which measures the extent to which employers are able to adjust the size of their work force to meet their changing needs (including temporary jobs). It is this type of flexibility that is often treated synonymously with job “instability” or “insecurity”5, 6, 7 and, therefore, criticised. Job “protection” legislation is designed to make jobs more “secure” by making them less numerically “flexible”. But, as we discuss below, the more job protection legislation that is introduced, the less well functioning the labour markets are and the less likely jobs are to be created. There is evidence that stringent employment protection, which puts a brake on numerical flexibility, reduces participation rates and makes access to the labour market difficult for certain groups, such as young people and the long-term unemployed. (It also influences the types of employment contract offered to employees. For example, stringent employment protection can lead to an increased number of temporary, fixed-period contracts as in Spain.) Job protection legislation often, therefore, makes jobs less “secure” rather than more “secure” in the long-term and is an example of the law of unintended consequences. Whilst we do not support a rampant “hire and fire” culture, the dangers of employment protection should be pointed out; 

· Flexible working patterns (hours flexibility) including, for example, part-time work and the flexible organisation of working time (and as already discussed in chapter 4) including variable hours contracts.

But other aspects should be considered: 

· Wage flexibility (pay), which can be considered at for the economy as a whole or at firm level. The National Minimum Wage, for example, by putting a floor under wages and overriding market mechanisms (especially for would be “job entry” applicants at the margins of employability) is one example of a policy which reduces wage flexibility;

· Functional (task) flexibility in which employees perform more than one function or task, for example, or are able to do jobs other than the one they do on a regular basis.

· Skills flexibility, which relates to employees’ skill levels; 

· Geographical flexibility, which relates to the mobility of the workforce.

Indeed some major labour market commentators would argue that, whilst flexible labour patterns and numerical flexibility can be important, other aspects are just as important if not more important in the modern workplace. Meadows8, for example, points out that there has been a shift in the workplace towards greater personal skills (team-working, initiative, flexibility and adaptability) and a similar shift towards personal skills and greater individual responsibility and she writes:

· “The evidence suggests that the forms of flexibility which impact on the number of people employed, or the terms on which they are employed, are not important features of the UK labour market. The core-periphery model of the flexible firm is not becoming widespread. What is clear is that companies need workforces that are adaptable and can learn new skills. Task flexibility is more important than numerical flexibility.”

· “There has been a marked increase in flexibility at the workplace. However, this requires trust and commitment on the part of employees, and is generally regarded by employers as incompatible with a “hire and fire” culture, or a reliance on freelance or temporary workers for key functions.” 

5.3 The changing labour force: introduction

We note Meadows’ remarks and wholly endorse their sentiments. Employers, on the whole, do not rule their employees with fear of the sack – they aim to get their employees’ trust and cooperation. (And for those rogue employers who do like to rule by fear of the sack will rarely correct the error of their ways by regulation!) But we will not pursue them in much detail in this paper. And in this section we concentrate on just two aspects of flexibility: “numerical flexibility” and “flexible working practices”.

Over the last 5-10 years there has arisen a popular and widely held view that the labour market has changed rapidly with the rise of the 24-hour society (partly true but not to be exaggerated), endemic job “insecurity”, multiple jobs, looser employment relationships and temporary work. But inspection of the data shows that, as we show below, labour markets change relatively slowly on a “trend basis” (though, naturally, there are changes over the cycle and much of the mid 1990s “insecurity” debate was in the wake of the early 1990s recession). There is, for want of a better term, a “myth” that in the “good old days” jobs were secure and jobs were for life for all. Nothing could have been further from the truth for many employees. (The evidence suggests that the job for life only 

ever applied to a very small proportion of the workforce9.) The 1930s was grim for many – as was the early 1980s and the early 1990s. Sometimes one gets the impression, when listening to some commentators on today’s workplace, that the workplace is promiscuous with job durations shorter than a gnat’s concentration span.

Another aspect of the changing labour markets debate is that these (mythical) “rapid” changes have almost all been to benefit the employer at the expense of the employee. It is far from the truth. 

5.4.1 Numerical flexibility: job duration

Meadows10 has shown that there have been changes in job duration over the last 20 years. Using data from the NES (New Earnings Survey) she calculated that full-time workers move job approximately every 8.3 years and LFS (Labour Force Survey) data suggest that the average (mean) tenure for men was 8.9 years and for women was 6.7 years (in 1995). Moreover, the shift in working patterns that have occurred over the past 25 years occurred prior to the mid-1980s as shown in the table below11. (Some care should, however, be taken with the interpretation of the data because of the cyclical behaviour of the labour market.) 

Job tenure, % of employees 

	
	1975
	1985
	1995

	Length of time in current job
	
	
	

	Less than 6 months
	6.6
	9.7
	9.5

	6-12 months
	8.9
	8.3
	8.3

	1-2 years
	8.2
	10.3
	10.2

	2-5 years
	21.6
	19.9
	19.5

	5-10 years 
	21.1
	21.8
	24.2

	10-20 years 
	18.4
	20.1
	18.3

	 More than 20 years*
	15.1
	10.1
	10.1

	
	
	
	

	 Median tenure
	6 years, 1 month 
	5 years, 5 months
	5 years, 6 months 


Source: Gregg and Wadsworth, quoted in Meadows.

Meadows also referred to an OECD study12, which attempted to test the hypothesis that working life was becoming more “unstable”. One of their measures was the proportion of those with a 0-5 year tenure moving into the 5-10 year tenure group. In the UK it was 35.5% for the period 1985-90 and 37.7% for the period 1990-95 – a modest increase. The OECD study also showed that the UK had a remarkably high retention rate for short duration workers by international standards. In Britain 84% of those with durations of 0-3 months moved into the 3-6 month category. The OECD average is 67.5%. 

The main conclusions of an IDS13 report published in 1995 were:

· In 1993, 36% of men had been with the same employer for 10 years or more compared with 37.3% inn 1968 (a very small drop);

· Women stayed in jobs longer than they used to;

· 40% of part-timers (women) stay with one employer for 5 years or more, whilst 20% stay for 10 years or more. They were not “short-term” workers;

· In 1968, a half of male manual workers and more than 2/3rds of women workers had been with same employer for 5 years or less – so much for the “tradition of lifetime employment”;

· Concerning managers and professionals and, for all Britain’s economic upheavals during the 1970s and 1980s, their average age (44 years), length of service (13 years) and job tenure (5 years) remained almost identical between 1973 and 1990.

Gregg and Wadsworth14 also noted the different experiences of men and women. There were mixed trends for men and women without dependant children and for women with dependant children. Between 1985 and 1997, the proportion of workers with tenure greater than 10 years fell by 5 percentage points for men and 4 percentage points for women without children, but it rose for women with children. These differing trends, along with an ageing population, resulted in average overall job tenure changing little between 1985 and 1995. 

The relevance of the ageing population is evident from the table below, which shows (for 1975, 1985 and 1995) how average job tenures vary by age group. (For a more complete run of data see table 1, annex 5.)

Median job tenure, by age

	Age group
	16-24
	25-34
	35-49
	50+

	1975
	2y 3m 
	4y 9m
	7y 9m
	13y 9m

	1985
	1y 7m
	4y 6m
	7y 8m
	13y 1m

	1995
	1y 5m
	4y 4m
	7y 4m
	10y 8m


Smith: “Will Europe work?” (SMF: 1999) using data from the Employment Policy Institute, based on Labour Force Surveys. 

5.4.2 Numerical flexibility: temporary work

Another widespread perception is that there has been a large and noticeable shift towards temporary work and this has increased job insecurity (though casual work should be distinguished from fixed-term contract work). But the evidence does not show this. According to Meadows16, the changes have been quite modest, and her findings were:

· Using data from the LFS, the number holding temporary or fixed term jobs have remained at around 5% over many years, although there was an increase during the 1990s to around 7½%, with a subsequent fall back to 7%. Between 1997 and 1998 the number of temporary workers fell by 45,000 even though the total number of employees rose by nearly 400,000. Temporary work was, therefore, quite rare;

· The Workplace Employment Relations Survey17 found that the majority of all workplaces didn’t employ any workers on temporary contracts;

· There was some evidence that employers were becoming more cautious about offering permanent jobs to new recruits but, providing the new recruits were satisfactory, they were offered permanent jobs after, say, 3-6 months;

· There was a greater use of agency staff. (According to the LFS, agency workers make up only ½% of all employees but independent evidence suggests that this is an underestimate.) (The IDS has said more temps are needed to cover for maternity leave18);

· Many of the temporary jobs were taken by, for example, Australians and students;

· According to the LFS in 1998 only 1/3rd of temporary workers wanted a permanent job.

Meadows concluded that “it is clear that there has not been the same shift towards temporary employment seen in other EU countries, where it reflects an unwillingness on the part of employers to commit themselves to giving new workers the rights attached to permanent employment status.” The following table underpins Meadows’ conclusion on temporary workers.

Proportion employed on fixed-term contracts (%)

	
	1985
	1997

	Germany
	10.0
	11.7

	Spain
	15.6
	33.6

	France
	4.7
	13.1

	Italy
	4.8
	8.2

	Netherlands
	7.5
	11.4

	UK
	7.0
	7.4


Source: CBI: “Creating a Europe that works – a study of labour market flexibility” (CBI, 1999) using data from “Employment in Europe” (European Commission, 1998).

5.4.3 Flexible working patterns

Another aspect of the changing labour market is the increase in flexible working patterns – especially of part-time work for both men and women19. In 1980 21% of all employees (42% of female) worked part-time but by 1998 the proportion had increased to 25% worked part-time (45% of women)20. Part-time workers, however, grew faster in the 1960s21. As we saw in chapter 4 (section 4.4), only 11% of part-time workers wanted full-time work22.  Moreover, the UK’s record on part-time work compared very favourably with other countries in the EU23.  

5.5 The changing labour market: conclusions

So, all in all, the labour market changes but slowly 24, 25, 26. 

And Meadows27 has summed the debate up very neatly: 

· “In spite of all the rhetoric, and contrary to popular perception, the UK labour market displays a remarkable degree of stability in the attachment of employees to a particular employer.” 

5.6 Job flexibility, job insecurity and employability 

We have already touched on the tendency to treat as synonyms “job insecurity” and the “job flexibility” of the “hire and fire culture” and the threat of redundancy. Much of the literature, especially from the “job insecurity” lobby28, does this. But there are other aspects to this debate:

· A distinction can be made between “job security” (which relates to a specific job) and “employment security” (which relates to a person’s employable skills and attitudes towards employment – in other words, general employability29). Clearly, someone who loses a job but can walk into another one the next day does not have the same pressures as a person who can’t; 

· There are other factors, apart from the threat of redundancy that can lead to feelings of insecurity (and they are prevalent in some of the writings on insecurity). Organisational changes in the workplace can lead to the loss of valued job features30.  It is, therefore, necessary to more specific about the nature of job insecurity;

· Just as those who work long hours tend to be paid more (see chapter 2), there is a case to be argued that those who take greater job risks can be compensated with extra remuneration31.

But for the rest of this section (5.6) we will, for the sake of argument, confine ourselves to the use of job flexibility (in its “hire and fire”, threat of redundancy, meaning) and job insecurity as de facto synonyms. We have two observations to make:

· Given the remarkably slow way in which the job market changes (despite cyclical fluctuations), it is clear that the “job insecurity” lobby has been less concerned about impartial debate and more concerned about lobbying for more self-defeating, job destroying “job protection”32;

· The IPD’s33 1997 attitude survey, which we have already discussed in chapter 3 (and see annex 3A, especially tables 1 and 4), showed that 88% of employees felt very or fairly secure in their jobs. As Meadows34 has concluded, “this doesn’t suggest a marked shift towards a labour market typified by hire and fire”. And she also pointed out that, in a typical year, around 6% (only) of employees leave a job involuntarily though this varies, of course, over the economic cycle. (It is around 5% in years of high demand for labour and 7½ % for years when the demand for labour lower.) Again hardly the world of a vicious and indiscriminate “hire and fire” culture – but a world in which these decisions often have to made in order to ensure the long-term viability of the business.

5.7 The international perspective: competitiveness

All too often the debate about the UK and her competitors focuses on her relationship with the EU member states. This is far too narrow. If Britain is to remain prosperous, she must remain competitive vis-à-vis all her trading partners and not just other member states. As we have said on previous occasions35:

· “Short of closing our borders to trade with the rest of the world we must compete to stay in the race. And, indeed, regard the changing world as a series of opportunities for enhanced prosperity rather than as threats which will destroy them.” 

Competitiveness needs to be maintained for attracting inward investment (where the UK has a record 2nd to none in the EU with the US as by far the largest investor in the UK36) and for trade. And it is worth noting that less than half of our current account transactions are with the other EU member states and the US remains by far the UK’s largest trading partner with trade about twice that of Germany, our 2nd largest trading partner, in 1999. 

UK credits/exports and imports/debits, 1999, £bn (% in brackets of world totals) 

	
	Goods 
	Services 
	Investment income
	Transfers
	Current account

	Credits:
	
	
	
	
	

	EU*
	97.3 (59)
	23.9 (37)
	43.8 (40)
	10.6 (58)
	175.6 (49)

	US
	24.3 (15)
	15.5 (24)
	25.1 (23)
	3.1 (17)
	68.0 (19)

	Rest of world**
	44.1 (27)
	24.6 (38)
	40.2 (37)
	4.6 (25)
	113.4 (32)

	Total world
	165.7 
	64.0
	109.1
	18.3
	357.0

	
	
	
	
	
	

	Debits:
	
	
	
	
	

	EU*
	103.7 (54)
	26.4 (50)
	30.0 (30)
	14.2 (63)
	174.3 (47)

	US
	24.4 (13)
	10.8 (21)
	33.9 (34)
	2.3 (10)
	71.4 (19)

	Rest of world**
	64.3 (33)
	15.2 (29)
	36.9 (37)
	5.9 (26)
	122.3 (33)

	Total world
	192.4
	52.4
	100.8
	22.4
	368.0


Source: ONS: UK Balance of Payments: the Pink Book (TSO, 2000) 

* EU data include EU institutions and are distorted up by the “Rotterdam effect” (arising because some of UK trade with non-EU countries goes initially to Rotterdam and, therefore, is classified as trade with the Netherlands).    

** Calculated as Total – EU – US. 

NB There are rounding errors in the table.

So the UK needs to remain globally competitive in order to trade successfully with all her competitors. There are two widely recognised indices of international competitiveness from the World Economic Forum (WEF) and the Swiss-based Institute of Management Development (IMD) respectively. Recent data show a slippage down the league tables in Britain’s position, which should be regarded with concern. According to the WEF the UK’s slippage from 4th in 1998 to 8th in 1999 to 9th in 2000 partly reflecting higher taxes and greater labour market regulation37, 38, whilst Germany, thanks to the tax-reforming credentials of its finance minister, had managed to pick up from 25th in 1999 to 15th in 2000. 

World competitiveness according to the WEF, the top 11 economies39
	
	2000
	1999
	1998

	US
	1
	2
	3

	Singapore
	2
	1
	1

	Luxembourg
	3
	7
	10

	Netherlands 
	4
	9
	7

	Ireland 
	5
	10
	11

	Finland
	6
	11
	15

	Canada 
	7
	5
	5

	Hong Kong
	8
	3
	2

	UK
	9
	8
	4

	Switzerland
	10
	6
	8

	Taiwan
	11
	4
	6


The IMD shows the UK “holding its own” between 1999 and 2000, but a fall between 1998 and 1999 as the following table illustrates. (Spain and Italy ranked 24th and 30th respectively in 200040.)  

World competitiveness according to the IMD, selected economies41
	
	2000
	1999
	1998

	US
	1
	1
	1

	Netherlands
	4
	5
	4

	Switzerland
	5
	6
	7

	Germany
	8
	9
	14

	Sweden
	9
	14
	17

	Canada 
	11
	10
	10

	UK
	15
	15
	12

	Japan
	17
	16
	18

	France
	19
	21
	21


Whilst league tables should always be treated with some caution, they do, nevertheless, give the warning that the increased tax and employment regulatory burden which business has experienced over the last 3 to 4 years has damaged competitiveness. Moreover, the increased burden of employment regulations shows no sign of abating. (We return to this issue later in this chapter.)

5.8.1 Flexible labour markets 
(international comparisons): introduction

We have already seen the UK labour markets compare favourably when it comes to:

· The high availability of part-time work – which is an annex indication of employers’ willingness to accommodate employee preferences  (see section 4.4);

· The relatively low incidence of temporary work – which reflects the relatively easily regulated labour market in the UK (see section 5.4).  

The CBI42 has assessed how UK labour markets compare with five EU countries (Germany, France, Spain and the Netherlands, see table 2, annex 5 for details). They drew the following broad conclusions (see section 5.2 for definitions):

· Numerical flexibility: the UK was the most flexible followed by the Netherlands. The other four countries had limited numerical flexibility; 

· Working pattern flexibility (including part-time work and working time patterns): the UK was again the most flexible followed by the Netherlands. Germany, France and Spain were less flexible with Italy the least flexible;

· Wage flexibility: the UK and the Netherlands were again 1st and 2nd. Italy was in the 3rd place with Germany and France next and Spain the least flexible;   

· Functional flexibility: Germany, France and the Netherlands were the most flexible with the UK, Spain and Italy all having limited functional flexibility; 

· Skills flexibility: the pattern was very similar to that for functional flexibility; 

· Geographical flexibility: Germany, France, the Netherlands and the UK were moderately flexible; Spain and Italy had limited flexibility. (The US is, of course, significantly more flexible than EU markets.)  

The most flexible labour markets were, therefore, in the Netherlands and the UK with the UK performing particularly well in numerical flexibility (under threat from the increased individual and collective rights brought in since 1997), working pattern flexibility and wage flexibility (compromised by the National Minimum Wage). There is little doubt that the current government’s policies will have compromised the types of flexibility where Britain has had a competitiveness advantage. The UK tends to fall behind with skills and functional flexibilities (which tend to be inter-related); the IoD has applauded the DfEE’s policies for improving literacy and numeracy skills.   

5.8.2 Job protection: measurement 

As we have already pointed out, job “protection” legislation is designed to make jobs more “secure” (ie making it more difficult for employers to dismiss their staff whether for redundancy or other reasons) and, thereby, reducing the numerical “flexibility” of the labour market. And there have been several studies that have attempted to measure job protection measures on an international basis:

· The OECD43 assessed employment protection for 20 OECD countries and concluded that Italy and Spain were the most highly regulated countries; Germany and France were, in terms of heavy regulation, 15th and 16th respectively; the Netherlands, Japan and the UK were 9th, 8th and 7th; and the US was the least regulated. (See table 3, annex 5 for details.)

· Addison and Siebert44, 45 used data from the EC, OECD “Jobs Study” and research by Grubb and Wells (see table 4, annex 5 for details) and confirmed the general picture that, within the EU, the UK was the least heavily regulated country whilst Italy and Spain were amongst the most heavily regulated. France and, particularly, Germany were more regulated than the UK.  

· The CBI46 quoted the work of Bertola (again see table 4, annex 5 for details), which also confirmed a similar pattern. The US is (again) shown to have the least heavily regulated labour market of all the major economies. 

The results of the Addison and Siebert and the CBI publications are shown in the following table for major countries:

Ranking of countries by strictness of labour market regulation   

	
	Employer surveys on hiring and firing laws as obstacle to employing more people1 
	OECD index of stringency of employment protection law1
	Grubb-Wells index of restrictions on overall employee work1
	Bertola2

	
	% answering very important
	Point score
	Ranking 
	

	
	1989
	1994
	
	
	

	France
	32
	26
	9.50
	6
	8

	Germany
	21
	29
	12.00
	7
	6

	Italy
	45
	14
	14.25
	8
	10

	Netherlands
	44
	21
	7.25
	4
	3

	Spain
	35
	38
	11.25
	9
	Na 

	UK
	9
	11
	2.25
	1
	4

	
	
	
	
	
	

	Japan
	Na 
	Na 
	3.71
	Na 
	5

	US
	Na 
	Na 
	0.36
	Na 
	1


Sources:  (1) Addison and Siebert: “Regulating European labour markets: more costs than benefits?” (IEA, 1999) and (2) CBI: “Creating a Europe that works” (CBI, 1999). For further references and more details see table 4, annex 5. 

5.8.3 Job protection and labour market performance

Addison and Siebert also studied in some detail the link between employment protection strictness and the performance of the labour market and, despite some contrary evidence, concluded that:

· “The net effect of employment protection and analogous rules on labour demand (and supply) does seem to be lower employment, greater and longer unemployment for some, and, implicitly, a decline in the speed with which labour relocates from declining to growing sectors of the economy. To this extent, the favourable employment and unemployment development in the US would appear to owe more than a little to its lower (but by no means negligible) degree of employment protection.”        

We would refer the reader for the research behind this statement to Addison and Siebert’s paper.  

And the OECD47 (which was castigated for its left-leaning bias48) concluded that, “even though there was little or no association between employment protection legislation (EPL) strictness and overall unemployment, there may be an association between EPL and the level of employment and demographic composition of employment and unemployment”. In other words fewer people present themselves for work and the “non-employment” rate increases. They also said “there was evidence to suggest that even though fewer individuals become unemployed in those countries where 

employment protection is stricter but once [they are] unemployed, they have a higher risk of remaining unemployed for a long period of time.” In other words, long-term unemployment rises. So even on the arguably left-wing biased OECD’s analysis, strict EPL damages employment prospects and results in more long–term unemployed. Suffice to say, that this in itself is quite damning.  

5.9 The performance of the labour market: how does the UK compare? 

The key measures of labour market performance are participation (or activity) and unemployment rates, and employment and labour force growth. There is a wealth of data – mainly from the OECD.

(1) Participation and unemployment rates

According to OECD data49, the UK’s labour market performs well in terms of both participation rates and overall unemployment rates. The UK’s participation rate of 76% (for 2000) is well in the group of top performing countries including Canada and the US (please note that the US rate for 16-64 year-olds was 76.3% in 199950), the Scandinavian countries, Switzerland and Japan. Germany’s performance is also very creditable – France’s, Italy’s, Spain’s and the Netherlands’ less so. (See table 5, annex 5 for more details.)

Britain’s unemployment rate in 2000 at just over 6% (ILO definition) was satisfactory (though marred by large regional differences). Better performing countries included the US, Japan and the Netherlands. The unemployment rates for Germany (though distorted by the much higher rates for east Germany) and are still relatively high – though falling reflecting improved economic growth. The rates for Italy and Spain are still very high – but it is hard to know just how distorted the data are by the existence of the informal economy. The data for the main countries are shown in the table overleaf (see table 5, annex 5 for more details).

Labour force participation and unemployment rates (percentages)

	
	Participation rates
	Unemployment rates (commonly used definitions)
	Standardised unemployment rates

	OECD country
	Average 1973-83
	2000
	1999
	2000
	1999

	Canada 
	70.4
	77.4
	7.6
	6.7
	7.6

	France
	68.0
	68.1
	11.1
	9.7
	11.3

	Germany
	68.2
	74.6
	8.3
	7.7
	8.8

	Italy
	59.8
	59.7
	11.5
	10.8
	11.3

	Japan
	71.4
	78.0
	4.7
	4.7
	4.7

	Netherlands
	58.3
	66.4
	3.2
	2.8
	3.3

	Spain 
	62.7
	65.9
	15.9
	14.1
	15.9

	UK
	73.8
	76.2
	6.0
	5.5
	6.1

	US
	62.7
	67.2
	4.2
	4.0
	4.2

	
	
	
	
	
	

	Euro area
	64.7
	68.1
	9.9
	9.0
	10.0

	EU
	66.8
	69.7
	9.1
	8.2
	9.2

	Total OECD
	64.4
	68.5
	6.7
	6.2
	6.9


NB Labour force participation rates are not fully comparable across countries for different definitions of the working-age population. In most countries the working-age population is for all persons between 16-64. The exceptions are (1) Sweden (15-64), (2) Canada, New Zealand and Turkey (15+) and the (3) the US (16+). 

Source: OECD “Economic Outlook” (OECD, December 2000).

Data from the OECD51 on the incidence of long-term unemployment similarly show the UK in a relatively good light compared with the major continental EU countries – though the performance of the US is truly outstanding. Doubtless some of the US’s superior performance is cyclical and may partly be reversed this year as the EU is expected to grow quicker than the US. But, even so, the difference between the EU and US records are startling. (See table 6, annex 5 for details.) 

Incidence of long-term unemployment from survey-based data (as a % of total unemployment) for 1999

	
	6 months and over
	12 months and over

	Canada 
	21.4
	11.6

	France
	55.5
	40.3

	Germany
	67.2
	51.7

	Italy
	77.2
	61.4

	Japan
	44.5
	22.4

	Netherlands
	80.7
	43.5

	Spain 
	67.9
	51.3

	UK
	45.7 
	29.8

	US
	12.3
	6.8

	
	
	

	EU
	63.7
	47.5

	Total OECD
	46.2
	31.2


Source: OECD: “Employment Outlook” (OECD, June 2000), annex table G.

(2) Employment and labour force growth

Since the recovery from the early 1990s recession, the UK’s record on employment growth has been quite creditable52 and compares well with the other three major EU economies and with the UK’s own performance in the 1980s and early 1990s (which included one boom and two busts). It is, however, noticeable that France has performed better than Germany or Italy53. Taking the period 1994-99, the UK’s annual employment growth averaged 1.3% compared with 0.8% for the euro area. The US’s performance was significantly better. Now even though some of the US’s (and UK’s) growth can be attributed to cyclical factors, the superior performance of the US’s labour markets probably cannot be attributed solely to GDP growth, some probably reflects the less regulated nature of the labour market. 

Employment and labour force growth in OECD countries (annual percentage change) 

	
	Employment growth
	Labour force growth

	
	Average

1987-97+
	1998
	1999
	Average 1994-99*
	Average

1987-97+
	1998
	1999

	France
	0.3
	1.4
	1.8
	0.8
	0.5
	0.6
	1.0

	Germany
	2.9
	0.9
	1.1
	0.25
	0.4
	0.4
	0.3

	Italy
	-0.3
	1.1
	1.2
	0.17
	-0.1
	1.2
	0.8

	UK
	0.6
	1.1
	1.3
	1.3
	0.3
	0.5
	1.4

	US
	1.4
	1.5
	1.5
	2.0
	1.3
	1.0
	1.2

	
	
	
	
	
	
	
	

	Euro area
	Na 
	1.8
	1.8
	0.8
	Na 
	1.1
	0.8

	EU
	0.4
	1.6
	1.7
	0.9
	1.1
	0.9
	0.9

	Total OECD
	1.2
	1.0
	1.1
	1.15
	1.3
	1.0
	1.0


Source: OECD: “Economic Outlook” (OECD, December 2000) except those marked with a [+] which are from OECD: “Employment Outlook” (OECD, June 2000), table 1.2 (see table 8, annex 5 there are some more data from the latter source).

* We took the year 1994 as our base year, because 1993 was a recession year for most of continental EU. The German and Italian labour markets, in particular, took a significant time to recover. 

5.10 The re-regulation of Britain’s labour markets 

The main conclusion of this chapter is that strict employment protection policies and other labour market regulations can damage labour market performance. Apart from the economic and statistical evidence, we have in the IoD a wealth of evidence from businesspeople (and note our new style political correctness) who have told us that extra labour market costs and paperwork are a major disincentive to employing people. Inevitably an employer’s strategy will be to consider heavier capitalisation (“labour saving devices”) or, more damagingly still, not to expand the business if employee protection increases. Paperwork and “over-the-top” regulation kill enterprise. We have said this so many times we ache.

Employment regulations have multiplied over the last four years and we have written of our concerns at length54, 55, 56. And, indeed, we note others have done so too57, 58. Moreover, 

we note that many of the regulations have been brought in under the banner of “fairness at work”59. Fairness for whom – we ask? Well, certainly there is no fairness for the employer and, ultimately, given the well-established link between strict employment protection legislation and inferior labour market performance there will be little for the employee. To deny the damaging nature of the current government’s employee rights programme is to be in sentimentalist denial. 

The EU, and its notion of “social harmonisation”60, is behind much of the recent job-damaging legislation. And, even though the language has moved on to embrace “21st century dynamic economies and enterprise”61, we remain deeply sceptical about the EU’s understanding of business and markets. The EU may talk about entrepreneurial dynamism, but it also talks about “gender equality and job protection” which can only mean more regulation. Moreover, the EU’s anti-discrimination regulations are a de facto reversal of the burden of proof62.

Business has been faced with a dramatic increase in employment regulation over the past four years including the Employment Relations Act (comprising increased collective rights, individual rights and “family friendly” regulations), the Working Time Directive and the National Minimum Wage. There have been, moreover, other burdens including the Working Families Tax Credit – which is a payroll nightmare for small businesses. Meanwhile the compensation culture marches on. And there’s more regulation to come (not least of all under the Work-Life Balance mantle - see chapter 4). There is no doubt that Britain’s labour markets are becoming much more heavily regulated. And the consequences for job creation will be negative. But this is the topic of another paper on “red tape in the workplace” which we will publish later this year.  

5.11
 Conclusions

The main conclusions of this chapter are:

· There are at least six types of flexibility that can be identified with the labour market: (1) numerical flexibility that is often, erroneously, associated with job insecurity; (2) flexible working patterns; (3) wage flexibility; (4) skills flexibility; (5) functional flexibility and (6) geographical flexibility (see 5.2);

· Labour markets change relatively slowly. The idea that the old job for life (something of a myth) has been replaced by unstable and promiscuous working lives is not true. Job duration data show very modest changes over the last 20 years and, therefore, refute the assertion that job “insecurity” (or at least one aspect of it) has dramatically increased over this period. And there are still relatively few temporary workers in the UK (around 7%) (5.3, 5.4 and 5.5.);

· The IPD63 survey showed that 88% of employees felt very or fairly secure in their jobs. This is hardly consistent with the epidemic of “job insecurity” that the “job insecurity” lobbyists (for more “job protection”) would have us believe (5.6);

· The UK has to remain globally competitive in order to have a prosperous and job-creating economy. But competitiveness is already slipping partly reflecting the labour market regulations introduced in recent years (5.7);

· For most of the 1990s the UK had a relatively lightly regulated labour market, with a high degree of numerical, working pattern and wage flexibility. The recent regulations have undoubtedly damaged numerical and wage flexibility. Moreover, the UK’s labour markets were less heavily regulated than those in Italy, Germany and France – though they were more regulated than in the US. There is well-researched evidence by, for example, the OECD64 to show that heavily regulated labour markets damage employment and increase long-term unemployment. In other words, job protection measures are counter-productive. At the end of the day, they don’t support job “security” - they damage it. (5.8.);

· The UK’s labour market in recent years has performed well in terms of participation rates, unemployment and employment growth. This good performance reflects, in no small part, the relatively lightly regulated labour markets – that is until recently. (See 5.9.); 

· The UK’s labour markets are being re-regulated and will, therefore, perform less well in the future because of this. The damaging impact will take time and, probably, an economic downturn to show. Some of the regulations originate from the EU - with its uncompetitive and heavily regulated labour markets. But many of the extra regulations emanate from the current government65 (5.10).
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