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Women in London’s Economy

MAYOR OF LONDON

Mayor’s Foreword

This year's Women

in London’s Economy
report reflects four
years of high profile
research aimed at
removing the barriers
to equality that women
face in the London
economy. It provides
the most detailed analysis yet of the
inequalities that women face; sets out
what my administration is doing to address
them; and explains how national legislative
and other changes are required to deliver
‘equality in our lifetime’, not least through
the proposed Single Equality Act.

Among the findings of the report,
| want to highlight the following:

- The gender pay gap is wider in London
than the rest of the UK. There is a 14
per cent gap between male and female
full-time workers median hourly earnings.
Even where men and women are doing very
similar jobs, women are suffering significant
pay discrimination: median hourly pay
for women working full time in London
is £14.06 compared to £16.29 for men;

- The gender pay gap is wider in the private
sector - where most women in London
work - than in the public sector, and it
is not improving;

- These pay gaps exist despite women
outperforming men in their educational
attainments at all levels - and women
in London are more qualified than in the
rest of the UK;

- There is a compounded effect of race and
gender discrimination. A higher proportion
of Black and minority ethnic women are
in the lowest weekly wage bracket than
white women;

- London’s commuting patterns create
an additional demand for childcare; and

- Finally, there have been some
improvements. A growing proportion
of London employers have undertaken
equal pay audits: 29 per cent, up from
18 per cent in 2005. An accompanying
document ‘Closing the Gap” — sets out
the good practice that a number of leading
employers are adopting to improve the
recruitment, pay and retention of women.

Alongside this research, which | believe

is essential not only to highlight the
inequalities that women face but also to
examine why they have occurred and how
they may be addressed, | am taking forward
a full programme of action to deliver greater
equality to women in London’s economy.
Among the actions being taken are:



- Using the findings from the WILE research
to develop a range of policies, from skills
and training through to engagement with
the government’s Discrimination Law Review;

- Engaging with employers to identify and
promote leading practice in supporting
employment equality for women;

- Setting up the London Childcare
Affordability Programme providing support
with childcare costs for 10,000 families;

- Implementing equal pay reviews in the
GLA Group; and

- Developing and implementing the
Responsible Procurement Programme
so that contractors within the GLA take
steps to meet women’s equality standards.

However, while | will do all | can, women in
London’s economy require further government
action if the barriers to equality that they
face are to be broken down.

The Government’s intention to bring forward
a Single Equality Act provides an excellent
opportunity to introduce legislative measures
to address many inequalities by:

- Introducing mandatory equal pay audits
and creating a level playing field for
those employers undertaking action
on a voluntary basis.

- Ensuring equal pay law is effective in
challenging discrimination - for example,
allowing “hypothetical comparators’
in equal pay cases.

- Allowing for representative or “class’
legal actions: although a large group of
women workers may be similarly affected
by discrimination, the law forces each
individual to take their case separately.
Class actions would reduce the burden
that currently rests on the shoulders
of the individual victims of discrimination
and would be more efficient, reducing
the existing backlog of cases.

- Enforcing pregnancy discrimination
legislation, setting penalties high enough
to deter.

- Introducing a mandatory equality duty
in procurement so that public bodies can
ensure suppliers meet their equality duties.

The Equal Pay and Sex Discrimination laws
that were enacted more than 30 years ago
were ground-breaking in their time. But they
have long since ceased to be effective in
rooting out women’s inequality. Many of

the measures above have already been taken,
or are being surpassed, in other countries

in Europe and beyond. They are required

not only on grounds of equality and justice,
but to ensure that London’s economy

can successfully compete with other world
cities. This requires removing the barriers

to discrimination and ensuring that women
have equality in London’s economy.

e b

Ken Livingstone
Mayor of London
February 2008



Chapter 1:

Women in London’s Economy

Executive Summary

1.1 Overview

This is the fourth report from a dedicated
programme of research by the Greater
London Authority (GLA) into Women in
London’s Economy (WILE). The analysis
updates and extends that published last year."

The report brings together four complementary
pieces of independently-authored research
into the socio-economic position of women
in London:

- evidence-based research by GLA
Economics updating previous analysis of
employment, childcare and pay issues;

- research undertaken by the Institute
of Employment Studies for the GLA,
analysing a range of factors bearing on
women’s experience of the employment
market in the public and private sectors
in London; and reporting on a series
of interviews with employers exploring
best practice in relation to women'’s
employment;

- research conducted by IFF Research
for the GLA into the extent and adequacy
of pay audits (equal pay reviews)
undertaken by London employers;

- research carried out by the University
of Warwick Institute for Employment
Research for the GLA into the incidence
of pregnancy discrimination in London
and its associated costs.

- A final chapter on legislative and policy
issues, presenting recommendations
from the Mayor’s Office for a range of
measures to tackle individual and structural
discrimination faced by women in relation
to employment, of particular relevance
to the proposed Single Equality Act.

1.2 Quantitative Research by GLA
Economics

The first two reports on the WILE research
programme focussed on women in the labour
market. They provided a picture of the
position of women in London: a picture that
showed women as less likely to work in well-
paid jobs than men; a relatively large gender
pay gap; and the importance of occupational
segregation in contributing to this.

Nonetheless, women’s importance to the
London labour market and their economic
power is increasing. Hence, last year’s report
looked at the income levels and expenditure
patterns of different types of household.
Importantly, it found that children make

a large difference to average household
income levels. For example, women in
London with children have lower incomes
than the Great Britain average. This year’s
analysis explores this further.



The first section in the chapter summarises
the key findings. Section 2.2 looks at the
employment patterns of British women

with children and their use of childcare.

The factors that affect mothers” employment
and childcare decisions are explored in detail.
Section 2.3 examines how and why these
patterns differ in London. Section 2.4 reviews
the work undertaken by the Living Wage
Unit in quantifying the impact of different
factors on the likelihood of being low paid

in London. Finally, section 2.5 updates the
gender pay gap figures using the latest
available data.

1.3 External research commissioned
by GLA

Equality outcomes

Research by the Institute for Employment
Studies explores the differences in equality
outcomes between women working in the
public and the private sectors in London.
Key conclusions include:

- despite being better-qualified educationally
than men, women in employment in London
achieve less in terms of status and pay;

- women continue to be employed largely
in female-dominated sectors, most
notably public administration and health,
although the financial services sector is
an increasingly important employer of
women;

- women working full time are under-
represented in the top pay bands and
over-represented in the lower pay levels;
far higher percentages of women working
full time at low rates of pay are employed
in the private sector than in the public
sector.

- many more women than men work part-
time, which carries significant economic
penalties in terms of advancement as well
as pay; a higher proportion of women
working part-time in the private sector

is found in the two lowest pay bands
(up to £100 a week) than in the public
sector (34.9 per cent and 19.4 per cent
respectively);

- many more women than men have
responsibilities caring for adults who
are sick, disabled and elderly, and the
proportion is much higher than in the
UK as a whole;

- just under a third of women in London
report health problems which limit the
type of work they can undertake; disabled
women in London are more likely to be
in the lowest pay bands.

Interviews conducted with employers and
employees reveal examples of actions that
employers can easily undertake to improve
the representation of women within their
workforce.

Pay audits

Research presented here shows that a total
of 29 per cent of London employers have
conducted an Equal Pay Review (EPR) and
a further 5 per cent had one planned at
the time of the interview. This is up from
the 18 per cent recorded in 2005. However,
only 61 per cent of those who had or were
conducting an EPR stated that their review
had included both a check for differences
in pay where men and women are doing
the same jobs and a check for differences
where men and women are doing jobs of
equal value. Both these checks are required
to meet the Equal Opportunities Commission
definition of an EPR.

Levels of EPR activity are highest among the
largest employers. Seventeen per cent of pay
reviews conducted had uncovered a pay gap.
Of those employers who knew why a gap
had developed, the most common reasons
given were lower entry salaries for women
and the impact of career breaks (particularly
maternity leave).



The most common reason given for
conducting an EPR was to be seen as a
good practice employer. Those who had
not conducted and were not planning a
pay review gave the most common reason
as that they believed their pay system was
not discriminatory.

The gender pay gap persists despite

the passage of the Equal Pay Act of 1970
granting individuals the right to have the
same contractual pay and benefits as a
person of the opposite sex in the same
employment, in cases where men and women
are doing: like work; work considered

to be equivalent under an analytical job
evaluation study; work that is proved

to be of equal value.

The persistence of the gender pay gap

is a function of a wide range of different
labour market forces. Women remain largely
clustered into a relatively narrow range of
(often low-paying) occupations. However,
there remains evidence that even within the
same employers (and sometimes even within
the same occupations), women are still being
paid less than men for reasons that cannot
be explained on grounds other than gender.

An equal pay review (EPR) enables employers
to identify if there are any situations within
their workforce where men and women
receive different levels of pay and/or benefits
for performing the same job or ones that

can be considered to be of ‘equal value’.

Pregnancy discrimination

The Equal Opportunities Commission found
in 2005 that in the UK, 30,000 women
each year lose their jobs because of their
pregnancy and that ‘more than seven in ten
pregnant women treated unfairly at work
are suffering in silence’. The University of
Warwick Institute for Employment Research
estimates that upwards of 13,000 women in

Women in London’s Economy

London each year are affected by pregnancy
discrimination in terms of dismissal and/or
financial loss.

The cost of pregnancy discrimination in
London is estimated to be at least £18.3
million and as high as £54.3 million per year
— equal to between 11 per cent and 16 per
cent of the total costs in the UK. Analysis of
London and the South East as a whole shows
that 25,000 women in London and the South
East are affected by one of these two types
of pregnancy discrimination, with a total cost
of between £70 million and £118.3 million.

The estimates do not include any costs
(or savings) to employees in respect of
any existing children, merely those resulting
from the impact of their current pregnancy.

1.4 Policy

Analysis for this report demonstrates that
there has been no improvement in the
gender pay gap. Legislative measures that
will more effectively tackle pay discrimination
and the causes of unequal pay are clearly
a high priority. More than three decades
after the Equal Pay and Sex Discrimination
Acts, women continue to suffer significant
pay discrimination compared to their male
counterparts. At UK level the Office for
National Statistics” annual pay figures for
2007 showed women working full-time
earned 17.2 per cent less than men.?

In London specifically, research for Women
in London’s Economy has shown that
individual and structural discrimination

in employment remain entrenched realities,
with women concentrated in a relatively
narrow band of lower paid occupations.
Many women struggle to balance paid
work with domestic demands and when
faced with discrimination will receive limited
access to justice.



More robust anti-discrimination legislation
is essential, because it is far from fact that
all employers are far-sighted or practising
equality. Self-regulation clearly has its limits:
employers committed to equality will act,

in varying ways and sometimes with good
intentions but using methods that may

be less than effective; those with different
standards will fail to act at all. A Single
Equality Act can introduce legislative change
that will effectively support those employers
who are committed to equality by levelling
the playing field — requiring all employers
to plan for equality and take steps to

avoid discrimination. This will be good

for women, good for businesses and good
for London’s economy.



Chapter 2:

Women in London’s Economy

Quantitative Research
by GLA Economics

Key points

Mothers” employment and childcare use

- Women with dependent children have
lower employment rates than women
without dependent children, particularly
in London. This is because, for some,
the costs involved in working outweigh
the benefits.

- Factors that influence a mother’s
employment patterns affect her demand
for childcare, and vice versa. Broadly,
these factors relate to:

— her personal characteristics and her
family’s characteristics;

— the income she expects to earn and
the income the rest of her family earns;

— the cost of childcare; and

— how easily she can access jobs and
childcare.

- Employment rates for mothers are lower
in London than the rest of the UK, partly
because childcare and transport are more
expensive. Access to jobs and childcare
is therefore more restricted. London’s job
mix also plays a role — there is less part-
time work available in the capital than
elsewhere.

- Single mothers and mothers with low
skills living in London are less likely to
work because the costs to them of working
are more likely to outweigh the benefits.

What makes Londoners more likely
to be low paid? The impact of gender.
- A Londoner’s age, qualifications, ethnicity,

occupation, employment sector, hours
worked and the size of the workplace
affect the likelihood of being low paid.

In respect of most of these factors, women
are more likely than men to be low paid.

- However, there are exceptions. Working

in the private sector, working part-time
or working in a small workplace increases
the chances of being low paid relative

to working in the public sector, working
full-time or working in a large workplace.
In each case, the likelihood of being low
paid is greater for men than for women.

Updating the gender pay gap

- The mean gender pay gap for full-time
workers in London has not changed since
last year. At 23 per cent, it is still higher
than in the rest of the UK. The median
gender pay gap for full-time workers is 14
per cent in London, one percentage point
higher than last year. The gender

pay gap for the UK is smaller at 13 per
cent (unchanged since last year).

- Among part-time workers, the mean gender

pay gap is slightly lower in London than in
the rest of the UK. At the median, women
tend to earn more than men in both
London and the UK, with the differential
being more accentuated in the capital.
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- The gender pay gap gets wider as incomes
increase. High income earners in London
have a wider gender pay gap than high
income earners in the rest of the UK. Low
income earners in London have a smaller
gender pay gap than low income earners
in the rest of the UK.

- For London’s full-time workers, the gap
between men’s and women’s pay is wider
in the private sector than in the public
sector. Both male and female high income
earners make more in the private sector
than the public sector, while low income
earners make more in the public sector.

2.1 Introduction

Mothers” employment and the importance
of childcare

Most households receive their main source
of income from working. For most mothers,
working requires the use of childcare.
Childcare adds to the costs involved in
working and for some mothers these costs
outweigh the benefits. If this is the case,

it doesn’t make financial sense to work.
Reflecting this, we see that mothers have
lower employment rates than women without
dependent children. This in turn lowers their
household’s income.

Mothers also consume childcare as a good

in its own right because it allows them child-
free time and it can directly benefit their
child. This source of childcare demand is
independent of any desire to work, though
it inadvertently makes more time for working
available.

A number of factors influence a mother’s
employment decisions and her demand
for childcare. For example, a higher wage
encourages a mother to work by raising
the benefits of working. It also influences
her demand for childcare (for example,

by raising the quality she can afford)
independently of the impact on employment.
Other relevant factors include the mother’s
personal characteristics and her family’s
characteristics, other sources of household
income and childcare costs.

This year, we draw upon work by Paull, Taylor
and Duncan to explore the influence of these
factors on mothers” employment rates and
childcare use.? In addition, we propose that
the ease with which mothers can access work
and childcare is an important issue affecting
mothers” work and childcare decisions.

Mothers in London are less likely to work
than mothers in the rest of the UK, and their
childcare use patterns differ as well. We use
the above framework to investigate why this
is so. In particular, we propose that the city’s
higher childcare and transport costs, and its
occupational mix, make the costs of working
in London greater than the benefits for a
larger proportion of women. Lone mothers
and those with low skills are particularly
disadvantaged.

Low paid women in London

Last year’s report provided information

on how many women in London earn below
the living wage.* Around 19 per cent of

all London female employees are low paid
compared to 12 per cent of male employees.

This year, we build upon these findings by
drawing on recent research by the Living
Wage Unit. They have quantified the impact
of different factors on the likelihood of
being low paid in London. For most factors,
they find that being a woman increases the
chances of being low paid relative to a man.



The gender pay gap in 2007

The mean gender pay gap for full-time workers
in London has not changed since last year.
London still has a higher pay gap at 23 per
cent than the UK as a whole (17 per cent).

At the median, the gender pay gap for
full-time workers is 14 per cent in London,
one percentage point wider than last year. The
median gap for the whole UK is smaller at 13
per cent and has not changed since last year.

Among part-time workers, the mean gender
pay gap is slightly smaller in London than

in the UK as a whole (12 per cent compared
to 14 per cent). At the median, women tend
to earn more than men in both London

and the UK overall, and the differential

is more accentuated in the capital — women
earn 10 per cent more in London, but only
2 per cent more in the UK as a whole.

The gender pay gap gets wider as incomes
increase. Male and female high income
earners in London have a wider pay gap than
in the rest of the UK. Low income earners

in London have a relatively smaller pay gap
than in the rest of the UK.

The gender pay gap is higher in the private
sector than the public sector for full-time
workers, but lower for part-time workers.
Taking incentive pay into account widens the
gender pay gap for full-time workers in both
sectors. It shows, however, that women in
the private sector earn more at higher income
deciles than they would in the public sector.

Women in London’s Economy

2.2 Employment patterns and childcare !
use: British and London women
compared

In this section, we first consider the
employment patterns and childcare use

of all British mothers. We then move on

to look at how and why the situation differs
for mothers in London.

The role of women in the labour market

has become increasingly important in recent
decades. Nowadays, about 70 per cent

of working age women participate in the
labour market in the UK.®> In London, that
proportion is 63 per cent.®

There is evidence that the presence of
children in families reduces women’s ability
to undertake paid work, and that this effect
is larger in London than in the rest of the
country (Figure 1). Mothers are less likely to
be in paid employment than women without
children. In the rest of the UK, the majority
of working mothers are in part-time work,
although in London more mothers work
full-time than part-time. The majority of
working women without children work full-
time. In part, this reflects a personal choice
for women who wish to spend more time

at home looking after their children.’
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Figure 1: Employment rates of mothers in London and the rest of the UK

[l mothers with dependent children

[ all women 16-59 (not full time students)

[ mothers without dependent children

Inner London

Outer London

UK excluding London

Source: DMAG’s calculations based on the Annual Population Survey 2005

However, for some mothers the costs involved
in working outweigh the benefits — it is
simply not worth having a job or working
longer hours. Around a quarter of mothers
who are not working would like to have a
regular job but feel constrained in seeking
work because they have to look after their
children. Around ten per cent of mothers
working part-time would like to work longer
hours but are prevented from doing so by

a lack of suitable childcare. The affordability
and accessibility of childcare is a big factor

in the employment decision-making of women
with children.

What influences a mother’s decision

to work and her use of childcare?

When mothers decide how many hours

to work and how much and what type of
childcare to use, they consider a range

of factors (Figure 2). Decisions about
employment and childcare use are linked

— factors that impact on one decision will
automatically impinge on the other. This
section draws upon the work of Paull, Taylor
and Duncan® to discuss the effect of these
factors on the joint decisions of employment
and childcare use. In addition, we propose
that the financial and time costs of travelling
between work and childcare hinder mothers’
access to employment and childcare, in turn
lowering their employment rates.
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Figure 2: The joint employment and childcare use decision

Personal and family factors

- age of youngest child
- number of children in the family
— presence of a partner

— ethnicity

— years spent at current address
— presence of older children

— presence of other families

— expected wage

— mothers” education & age
— other family income

— welfare benefits

— full-time/part-time status

1 l

v

v

Mothers’ labour supply

v

— Childcare use

» — hours used

Cost of childcare

Accessibility

. — type used
— expenditure

. ]

— transport (time & financial costs)

Personal and family characteristics

A mother’s personal characteristics influence
her employment choices and childcare use,
as do the characteristics of her family.

In this section, we discuss the impact

of these factors.

The age of her youngest child

A mother is more likely to work as her
youngest child ages. However, surprisingly,
there is no sudden increase in the likelihood
she will work when her youngest child starts
school.

Pre-school children’s use of formal care
peaks at age two.® There are several possible
reasons for this:

- Formal care is more expensive for under
two year olds.

- Mothers may feel their children receive
fewer benefits from childcare after two
years old.

- Mothers may begin to find it easier
to combine work with caring for their
children.

- Mothers may desire fewer ‘child-free” hours
once their children are older than two.

The introduction of free entitlement to part-
time early education for all four year olds

in 1998 and for all three year olds in 2004
is also likely to have affected mothers’ use
of formal childcare.
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School children use a fairly constant amount
of informal care with age (up until age eleven),
but a decreasing amount of formal care.

The number of children in her family

Paull et al find that the number of young
children in a family, rather than their age,

is more significant in influencing employment
and childcare use patterns. Therefore the
total cost of childcare reduces the tendency
of mothers with young children to work
rather than the age-related costs. In families
with more than one child, total childcare
costs are more likely to outweigh gains from
the mother working. Reflecting this, mothers
with more children work less and are more
likely to feel constrained from working,
particularly if some of their children are
pre-schoolers.

All else being equal, families with more
children are less able to afford paid care

and are therefore less likely to use childcare.
If they do use childcare, they use fewer hours
than smaller families and are less likely to use
formal care.

Single mothers

Whether a mother has a partner or not is a
key influence on her employment behaviour
and childcare demand. Single mothers are
less likely to work, and if they work part-
time, are more likely than mothers with
partners to feel unable to work more hours.
This is because:

- single mothers have access to fewer
informal childcare resources;

- they receive less help with child-related
chores, exacerbating the practical
difficulties to taking up employment; and

- the interaction between income from work
and income from benefits can produce
a disincentive to work (discussed in more
detail below).

Single working mothers are much more likely
to use childcare than partnered mothers, and
they use more hours on average. This is true
even controlling for differences in work hours
and earnings, and highlights the fact that the
absence of a partner creates a greater need
to source care from outside the home. Single
working mothers spend a higher proportion
of their household income on childcare,
despite paying lower average hourly fees,
reflecting the fact that their incomes are
generally lower.

Single mothers” employment rates are
particularly low in London. The reasons
for this are discussed in the next section.

Ethnicity

Here, we only consider the ethnic division
between white and Black, Asian and minority
ethnic (BAME), as sample size issues
prevented Paull et al from looking at more
detailed divisions. We acknowledge that
there are likely to be significant differences
between women of different ethnic origins
within the BAME group.

BAME mothers are less likely to work than
white mothers, but when in employment

are more likely to work full-time. To measure
the degree to which non-working mothers
feel their children constrain their ability to
work, the Family Resources Survey asks non-
working mothers whether they would like

to have a reqular job and whether they are
prevented from seeking work because they
have children. Analysis by Paull et al finds that
the likelihood of feeling dissatisfied through
not working (as measured by these questions)
is 24 per cent for a white non-working mother
with pre-school children compared to 15 per
cent for a similar BAME mother.

When BAME mothers are in employment,
their pre-school children are less likely
to use formal care than pre-schoolers with



white mothers: 22 per cent compared with 32
per cent. BAME mothers are less likely to use
any form of childcare for their school children,
but BAME mothers that do use childcare
tend to use longer hours. For example,

they use on average an hour and a half more
childcare per week for their school children
during term time.

The availability of help from family

and neighbours

How long a mother has lived at her

current address has mixed implications for
employment patterns and childcare use. She
is likely to have developed a larger network
of informal care the longer she has lived at
her current address. As a result, she is more
likely to work and less likely to feel she can’t
work longer hours. Interestingly though, she
is more likely to work part-time rather than
full-time. Not surprisingly, she is more likely
to use informal than formal childcare.

The presence of older children (those aged
12 to 18 years) and other families in a
household also has mixed implications for
employment patterns and childcare use:

- If a mother has older children, she is less
likely to use childcare for her younger
children. If she does use childcare she uses
fewer hours of care. Older children may
therefore help working mothers look after
their younger children. However, overall
a mother is less likely to work the more
older children she has. So they also reduce
the incentive to work in some way.

- Other families provide a source of childcare
for some mothers, particularly if they work
longer hours or if the ‘other family” refers
to a form of live-in childcare. However,
they may also prevent mothers from
working if they themselves require care
(for example, if they are elderly relatives).

Women in London’s Economy

Incomes

The wage a mother expects to earn, which is
influenced by her age and education, affects
her employment and childcare choices. The
income earned by the rest of her family also
has an impact, as does income received from
the tax credits and benefits system.

Higher wages encourage employment by
raising the benefits of working. In general,
mothers earning higher incomes are more
likely to use childcare and use longer hours
of care than mothers earning lower incomes.
Importantly, the impact of the mother’s
earnings on childcare choices is always much
greater than the influence of income earned
by the rest of her family.

A mother’s age and the number of years
she has spent in education affect her
working patterns by influencing the wages
she expects to earn. Generally, older mothers
have more work experience, which increases
their expected wages and the benefits of
work. Similarly, mothers who have spent
more years in education also expect to

earn more. Reflecting this, older mothers
and those who have spent more years

in education are more likely to work than
younger and less educated mothers.

A mother’s age and education also affect
her demand for childcare. Older mothers are
more likely to use childcare, and are more
likely to use formal rather than informal
childcare. Mothers with more years of
education also tend to use formal care. These
patterns in part reflect their ability to spend
more on childcare. However, these patterns
occur even when controlling for differences
in earnings. This may be because older

and more educated mothers are more likely
to have moved away from the informal
sources of care provided by extended family.
They may also perceive greater benefits

for their children from formal care.
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Income generated by the rest of the family
influences employment and childcare patterns.
In theory, if the rest of her family earns a high
income, a mother will be less likely to work,
as there is less need for additional income.
This tends to be true for mothers of pre-
school children. However, as other family
income increases, mothers of school children
are more likely to work part-time rather than
not work or work full-time. Once the family
unit as a whole is earning a comfortable
income, mothers may choose to work fewer
hours so they can have more leisure time

or more time to look after their children.

As the rest of her family earns more,

a mother is more likely to use childcare and
to use longer hours of care. Higher income
families are more likely to use formal over
informal care. They spend more pounds
per week on childcare, but this makes up

a smaller proportion of their income than
for lower income families.

The interaction of income from employment
with income from tax credits and benefits

is also important. For a mother to be better
off working than not working, her earnings
must at least meet the costs (including rent,
council tax and childcare costs) that were
covered by the benefits she received when
she was not in work.’ The higher these costs,
the higher the income she needs to earn.

However, a high effective tax rate may be
associated with moving into work when the
rate at which tax is introduced as well as
the rate at which benefits are withdrawn
are considered. A situation may arise where
someone in work cannot improve their net
income significantly by increasing their pay,
because it is largely offset by income tax
and, particularly, withdrawal of benefit.!
This means that it may make more financial
sense to remain on benefits; it ultimately
creates a financial disincentive to work.

The disincentives affect certain groups

in particular. For example, it is an important
issue for mothers in London owing to the
high cost of living in the city (discussed in
more detail below). In addition, for single
mothers, income from working only exceeds
income from benefits if her earnings are very
high, because employment involves a sharp
increase in rent, council tax and childcare
costs associated with coming off benefits.
Similarly, the benefit system imposes relatively
high effective tax rates through benefit
withdrawal on mothers with a non-working
partner. Because of this, in families where
the male partner does not work, the mother
is less likely to work. (This could also occur

if labour market conditions and employability
factors — such as skill levels — between
partners are related).

Whether a mother works full-time or part-
time affects her income, and therefore her
demand for childcare. Mothers who work
full-time tend to have higher incomes and
are more likely to use childcare than mothers
who work part-time. They are also more likely
to use formal rather than informal care.

Childcare costs

The cost of childcare is determined by the
providers of childcare (the supply side) and
the mothers and families that use childcare
(the demand side). On the supply side,

the cost to childcare businesses of renting

or buying property and the wages paid to
childcare workers influence the price they
charge. The biggest direct demand side
influence is the income levels of mothers and
families. These factors differ across regions, so
the price of childcare also differs across regions.
In addition, the childcare tax credit (introduced
in late 1999) is an important factor affecting
the childcare costs mothers face.

Surveys and analyses which focus on the
costs of childcare typically do not adequately
reflect the actual impact on the total sums



paid by households. They ignore trade-

off effects, both in terms of total hours

of childcare purchased and in terms of

the quality level of such care. In addition,
they do not adequately take account of
differences in elasticity of demand between,
for example, mothers of pre-school and
school-age children.

A change in hourly cost may be due to parents
choosing a different quality level (which may
have a higher or lower actual price) for a
given number of hours; or purchasing a
different number of hours for a given quality
(and price) level. Since quality choices are
not taken into account in the available data,
all changes in hourly expenditure are
attributed to changes in the number of hours
purchased when they could in fact reflect
changes in the quality parents are choosing
(and therefore the actual price they are
paying). Current empirical results are not

a particularly accurate reflection of reality.
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Paull et al try to control for these effects in 1
estimating the impact of childcare expenditure

using a demand curve estimation procedure.

The results more accurately reflect reality:

- some mothers work more if childcare
costs are lower

- some mothers of pre-school children
use more childcare if prices are lower,
even if they don't work

- there is less impact on mothers of school-
age children because out-of-school
childcare costs are less

- mothers who do use childcare may switch
to lower quality if prices rise.

It is important to keep in mind that some
mothers may not be able to easily switch
between childcare providers in response
to price changes if there are simply no
alternatives to their current arrangements
available, especially in view of the need
for continuity of care for young children.

Table 1: Transport based barriers to accessibility

Factor | Barrier

Travel time including walk, wait and in-vehicle in relation to time budget available

Spatial
Availability of a route

Vehicle designs suitable for users

Physical Kerb heights

Topography

Ability to interchange between all modes within integrated networks

Transport system and service reliability

Waiting time/service frequency

Temporal

Scheduling of transport and activities

System capacity
: : Travel cost
Financial .
Discounts for traveller groups
Street lighting
Environmental  Interchange/waiting areas

Safety/security

Information prior to journey/skill level of travellers

Information i i i
Information whilst travelling

Source: Holden, Jones & Wixey, 2005, ‘Working Paper 3: Accessibility Analysis Literature Review’, Measuring Accessibility
as Experienced by Different Socially Disadvantaged Groups, Transport Studies Group, University of Westminster.
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Source: GLA Economics calculations based on Census 2001 data.

Accessibility

Transport can be a barrier to the accessibility of
jobs and childcare services, with the potential
to restrict access in several ways (Table 1).

Research indicates that many individuals
experience difficulty in accessing jobs.'? For
example, individuals may be unable to afford
to travel long distances. This in turn restricts
their job prospects to their local area. Groups
with limited access to private transport, those
less able to afford public transport and/

or those living in areas with poor transport
links are more restricted in the distance they
can travel to work. The 2001 London Area
Transportation Survey found that only 5 per cent
of households earning less than £5,000 travel
more than 10 kilometres for their different
activities. This contrasts with nearly 20 per cent
of households earning £75,000 and over." So,
individuals may be unable to access transport
services as a result of social exclusion, and
their inability to access transport services can
reinforce social exclusion.

40 km and over

10 km to less
than 40 km

B 2 kmto less
than 10km

Less than 2 km

Females

Women are more likely than men to commute
less than five kilometres, particularly if they
have no or low qualifications.' Women
commute shorter distances than men

(Figure 3) irrespective of their hours of

work, occupation, industry, geography,

and social and economic circumstances.
More importantly, they also spend less time
commuting than men — British men spend
around 27 minutes a day commuting to work
compared to 22 minutes for women.'

A mother’s role in managing the logistics

of family and work could be driving these
findings. US research shows that women are
more likely than men to combine more than
one activity in the course of a trip (‘trip-
chaining’), particularly if they have young
children.'® Women are more likely than men
to make multiple stops when commuting to
and from work, such as dropping children at
school or day-care. Men's journeys are more
often single purpose — fewer than half of men
make a stop on the way home from work.
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Figure 4: Main mode of transport to work by gender, England 9

Males

Source: GLA Economics calculations based on Census 2001 data.

The UK is likely to have different travel
patterns from the US owing to our lower
intensity of car use. Research on trip-
chaining in the UK is limited but suggests
that men trip-chain as much as women,
though the trips within the chains differ."”
Trips to work account for a higher proportion
of trips for men than women, while shopping
and taking children to school account for a
higher proportion for women.'® In addition,
women are more likely to follow a trip to
work with a shopping or school trip, or a
social visit, than men, who are more likely

to follow a work and business trip with

a further trip to work or business.'

If transport arrangements do not facilitate
trip-chaining, accessibility to employment
and childcare will be reduced. Cars are

more suited to trip-chaining than public
transport, and trip-chaining is more common
and complex amongst car users than public
transport users.?

On foot

Bicycle

B Taxi or minicab

Passenger
(car or van)
Driving

(car or van)

[ | Motorcycle,
scooter, moped

Public transport

Females

Women are less likely than men to have

a driving licence or access to a car; 25 per cent
of women live in a household without a car
compared with 17 per cent of men.?! Only
about two-thirds of female licence holders
are the main driver of a household car
compared with four-fifths of male licence
holders.? This suggests it may be harder

for women than men to combine trips
commuting to work and childcare.

Reflecting their lower access to cars, women
rely more on walking and public transport
(Figure 4). However, public transport systems
may not have been designed to facilitate trip-
chaining. For example, multi-purpose journeys
are less affordable if journeys involving
transfer between services require the payment
of two or more fares.2 Women'’s reliance

on public transport inhibits their ability

to combine journeys to work and childcare.
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So, a combination of their role in managing
the logistics of family and work, their lower
access to cars and the nature of public
transport makes it harder for mothers to
undertake long commutes to work and
childcare. This in turn limits employment
and childcare opportunities to their local
area and/or to part-time work. The less
affordable or convenient is public transport
or the lower is access to private transport,
the more limited mothers” job prospects will
be. For example, low-income single mothers
have lower employment rates than partnered
mothers, and are the group least likely to
own or have access to a car.®*

2.3 How and why does the employment
and childcare decision differ in London?

Only 54 per cent of mothers in London are
in paid employment, compared with 65 per
cent of mothers nationally. Employment rates
for mothers in London are 15 percentage
points lower than employment rates for
London women without dependent children
— outside London, the difference is 6
percentage points. In addition, outer London
has the highest proportion of mothers who
would work longer hours if suitable childcare
were available.?

Again drawing from Paull et al, we now
examine why employment patterns and
childcare demand differ in London. London
has higher childcare and transport costs,
and a lower proportion of part-time and
low-skilled work available than the rest

of the country. This means that the ability
of London mothers to access employment is
restricted to a greater degree than elsewhere.
Single mothers are especially disadvantaged,
as are low-skilled mothers. The reasons why
differ for the two groups, and we discuss
them in detail below.

Childcare costs

The highest childcare costs are generally
found in London and the southeast (Figure
5).2¢ The exception to this is out of school
clubs, where weekly costs are lower in inner
London than both outer London and the
England average.

As discussed previously, this reflects the
interaction of demand and supply factors. On
the demand side, London families generally
have higher incomes and are willing to spend
larger amounts on childcare than those in
other parts of the country. They also have

a tendency to spend a higher proportion of
their income on childcare, particularly if they
have only one child and live in Inner London.
Higher spending in part reflects demand for
higher quality — in general, the London regions
have a lower average number of children

per childcare worker than other regions.?
However, it also reflects real differences

in the cost of providing the same care.

Supply factors have a crucial role to play
in raising the price of childcare. Costs for
providers in London are higher than the rest
of the country — land space is at a premium,
which raises property costs for centre-based
care and the costs of living for care workers.

Childcare use and availability

London’s patterns of childcare use differ both
within London and from those in other parts
of the UK:

- Outer London pre-school children are less
likely to use formal care than pre-school
children in other regions. London’s school
children are less likely to use informal care
than school children in other regions.

- For those pre-school children that do
use formal care, childminders are used
considerably more in London than in other
parts of the country. For school children
using formal care, centre-type formal care
is relatively more used in inner London.
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Figure 5: Average weekly childcare costs, 2007 21
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Factors such as population density, migration
patterns, the cost of living and commuting
times may affect mothers” preferences for
different types of childcare in different regions.?

Patterns of childcare availability also differ
widely (Figure 6):

- Inner London tends to have relatively high
levels of day nursery places but low levels
of playgroup and childminder places.

The opposite is true for outer London.

- Inner London has higher levels of out-of-
school club and holiday scheme places
than other regions.

These differences may reflect the differences
in preferences discussed above, but could
also be due to historical circumstances.?®

There is a continuing trend for the number
of childcare places available in London to

lag behind the England average, except for
out of school care. In September 2007, there
were around 24 childcare places (childminder
or full day care) per 100 children aged under
five in Inner and Outer London compared to
around 30 places per 100 children in England.

Paull et al find no straightforward
relationship across regions between the
availability of formal childcare options and
mothers” propensity to work.

Accessibility

Here we propose that travelling to jobs and
childcare is harder for mothers working inside
the London boundary than for those working
in other parts of the UK owing to longer and
more time consuming commutes and higher
transport costs. This makes London mothers
more restricted in how far they are willing

to travel to work, and in turn more limited

in their employment opportunities.

Median journey to work distances for workers
in London are longer than for workers in the
rest of the UK for all occupational groups.
Around two thirds of all City workers travel
over 10km to work, compared with 42 per
cent of workers in London generally and 32
per cent nationally.*® A higher proportion

of women working in London commute for
distances over 10km than women working

in the rest of England (Figure 7).

Of more importance, commuting times are
also higher in London than in the rest of
Great Britain, particularly for workers in
central London (Figure 8). The proportion
of commuters travelling for over an hour
to get to work in London is 32 per cent,
compared to an average of around 11 per
cent for the rest of the country.?' Women
working in London spend around seventeen
minutes more a day commuting to work on
average than women in the rest of Great
Britain (around 40 minutes compared to 23
minutes).??

London mothers face longer commute
times than in other regions of England,

and so the weekly hours of childcare they
use are higher. For example, Inner London
pre-school children receive an average 2.2
hours more care each week than pre-school
children in the northern counties, and Outer
London pre-school children an average

0.9 hours more care. Inner London school
children receive an average 3.6 hours more
a week during school holidays than school
children in the northern counties, and Outer
London school children an average 1.8 hours
more care. These differences persist even
after accounting for differences in family
characteristics and the mother’s work hours.

Travelling to work, whether by private or
public transport, and childcare incur financial
costs. London households spend less each
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Figure 7: Women’s travel to work distances, London and England
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Figure 8: Travel to work times by mode and place of work, all workers
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