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MAKING VISIBLE THE HIDDEN
ECONOMY: THE CASE FOR
GENDER-IMPACT ANALYSIS OF
ECONOMIC POLICY

Susan Himmelweit

ABSTRACT

This paper makes the case for analyzing the gender impact of economic policy.
based on the existence of an unpaid as well as a paid economy and on struc-
wral differences between men’s and women’s positions across the ™o
economies. Economic policy is targeted on the paid economy. However. unin-
tended impacts on the unpaid care economy may limit how effective anv policy
can be. Gender-impact assessment will not only make the effects of economic
policies on gender inequalities transparent; it will also enable policy makers to
achieve all their goals more effectively, whether or not these goals relate explic-
itly to gender. The introduction in the UK of a new Working Families” Tax
Credit (WFTC), designed to make employment pay and help reduce child
poverty, provides an example of how gender-impact assessment could have
been used to improve an initial policy design. The paper also suggests crterii
for evaluating economic policy, so that its full gender impact and its effects on
both paid and caring economies can be assessed.

KEYWORDS
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INTRODUCTION

This paper draws on the experience of the UK Women's Budget Group
(WBG), a think-tank of women policy experts, based mostly in universites,
U*.ade unions, and nongovernmental organizations (NGOs), concerned
'f“h the gender implications of economic policy. Besides lobbving for par-
ticular economic policies to benefit women, the main aim of the WBG has
been 1o persuade British treasury ministers to produce a gender-impact
ass‘?Ssmenl of the annual nalional'budgel and to consider, at every stage of
policy formulation, the gender implications of their economic policies.
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[his paper attempts to make the case for gender impact analysis of all

cconomic policy, in the UK and elsewhere, based on both Equity anq
ethiciency considerations. Such a case rests on the existence of Structury

differences between the economic positions of men and women, These

l]'ﬁ l;l})()r
across the mutually dependent paid and unpaid economies. It is the unpaid

cconomy that tends to be invisible to policy makers until gender analysis
uncovers it. Gender-impact assessment is therefore essential for policy
makers if they want to take into account the effects of economic policy on
both economies.

The recent introduction in the UK of a Working Families' Tax Credit
(WFTC), designed to make employment pay and thus help people make
the transition from welfare to paid work, provides an example of hoy
gender-impact assessment could have been used to improve a policy’s initial
design. Government proposals for changes to the WFTC suggest that policy
makers have subsequently paid some attention to its gender impact, and
the new tax credits designed to replace it will overcome some, but not all,
of its deleterious effects. This example arises from the particular tax and
benefit system of the UK. However, the issues underlying its analysis stem
from the unequal division of caring responsibilities by gender, a division
that exists, albeit in different forms, in all economies. It is therefore likely

that similar issues will be relevant to the gender analysis of policy in many
other countries.

differences are found in the uneven division of men and wome

I' WHY ANALYZE THE GENDER IMPACT OF
ECONOMIC POLICY?

One argument for analyzing the gender impact of policy is an equily one:
in order 1o make outcomes fairer between men and women, it is important
to understand and make visible the different effects of policies on them.
This argument focuses on redressing inequality, by ensuring that policies
do not exacerbate, and if possible ameliorate, existing inequalities. This
process involves assessing the direct and indirect impacts of any budget
measures on existing gender inequalities, and using that assessment as a
factor in deciding whether those measures should proceed. Gender
inequalities occur in a number of areas. On which ones analysis should
focus will depend on where the impacts of the policy under consideration
are likely to lie, For ¢xample, a change in fuel tax is likely to have its
strongest impacts on gender inequalities in access to transport, employ-
MENL opportunities, and disposable income.

I'(fl'_"y makers usually haye several objectives, most of which do not relat¢
explicitly 1o gender, In many cases, policy makers may be considering
A range of alternative policies to meet their objectives. At the pol%«‘,\‘
lormation stage, gender analysis can be used o hg;lp select those policies

50



MAKING VISIBLE THE HIDDEN FCONOMY

that also address gender mequalities. When the policies under consider
ation would worsen genden incqualities, gender analysis, by revealing this,
can strengthen the case for counteracting policies to remedy these effects.
Moreover, even if policy makers do not include gender considerations in
policy formation, a requirement that they produce a gender-impact assess-
ment of the results of their policies can create political pressure to ensure
that they deliver better results in tackling gender inequalities in the future.

However, there is also an ¢fficiency argument for gender-impact analysis.
Women and men may respond differently to policies. When the behavioral
impact of a policy is gendered, it is inefficient for policy makers to overlook
it. Detecting such an impact requires examining not only a policy’s direct
effects on gender inequalities, but also its higher-order impacts on men'’s
and women's behavior. More spending on public transport, for example,
financed by a levy on powerful cars, may not only help redress gender
inequalities in mobility, there may also be a consequent differential impact
on men'’s and women'’s labor market behavior. The argument for gender
impact assessment on efficiency grounds applies to any policy whose behav-
ioral impact might be gendered, irrespective of its goals. Without an under-
standing of its gender-specific impact, such policy will be badly targeted and
therefore, at worst, ineffective in achieving its goals. This argument for
gender analysis should appeal to all policy makers, whether or not gender
inequalities are the focus of policies under consideration.

Using the efficiency argument might seem a retreat from the more
explicitly feminist argument for gender-impact analysis based on promot-
ing equality. Yet, in practice, the efficiency argument is a more radical
approach, because it requires policy makers to challenge the boundaries
between economic and social policy making by tracing the effects of econ-
omic policy outside the traditional economic domain.

To complete the argument that gender matters to efficiency, it is neces-
sary to show why many, indeed most, policies are likely to have gendered
behavioral impacts. This requires showing that men and women are sys-
tematically differently placed in the economy, so that they face different
constraints, assume different socially determined responsibilities, and con-
sequently are likely to behave differently in response to policy. If this is true,
then the differential gender impact of policy is not fortuitous but structural,
and the underlying causes of such gender differences have to be taken into
account in all policy making.

Making the case for this claim rests on showing that the impact of econ-
omic policy depends not only on its effects on the paid economy, the recog-
nized target of such policy, but also on its effects on an unpaid economy
based on caring activities, which is less visible to economic policy makers.
Further, the paid economy depends on this unpaid economy; so effective
economic policy making must reckon with both economies, even when the
paid economy is the sole focus of concern. Because men and women play
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Figure 1 The interdependence of the paid and unpaid economies
Sourre modified from Diane Elson (1997)

different roles in these two mutually dependent economies, any economic
policy will have gender effects, and these will affect its impact. Therefore,
on efficiency grounds, as well as more established equity grounds, gender

analysis will improve policy making.

II THE PAID AND THE UNPAID CARE
ECONOMIES

Conventional economic analysis tends to see “work” as paid employment.
Indeed, until recently, the UK's National Accounts counted only remuner-
ated work as employment.! However, the economy does not depend solely
on paid work. Economic life equally depends on unpaid activities carried
out within a domestic sector. This sector provides caring services directly to
household members as well as to the wider community, and these are vital
to individual socialization and to the production and maintenancf: 0
human capabilities upon which economic life depends. The connections
between the unpaid care economy and the private and public sectors of the
paid economy are represented in Figure 1, which shows the flows of the
characteristic net contribution of each sector to the rest of the econom®
The unpaid economy consists of the domestic sector that contributes ©
individual socialization and to the production and maintenance of human
capabilities. The paid economy contains both the public sector, wi
tributes to the social and economic infrastructure, and the privat¢ conr
modity-producing sector. However, each sector can and does P':O.duc_j
other outputs. For example, caring services that contribute 10 in(ll\’.'(.{l.h_‘s
socialization and to the production and maintenance of human cnpubllllll:
can also be provided by paid employees in the public and privat® sccmu-‘-
In these sectors, such services would then take the form of inﬁ'ﬂsm.lm!l‘-t.
public services or commodities produced for profit, instead of ll"l"“(l g

work within a household.?

hich con-
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Figure 1 shows the intevdependence of the two economies. While policy
makers often note the dependence of the public sector on the wealth-
peneratng choactenisties ol the private sector, other interdependencies
between the sectors ave less frequently recognized, Unpaid care work in the
domestic sector produces and maintains the labor force, aide by inputs
(for example, health and education services) that the public sector pro-
vides, The domestic sector of the unpaid care economy also plays a crucial
role in individual socialization, thereby developing the social fabric, the
sense ol community, civie responsibility and norms that maintain trust,
goodwill, and social order, These two factors — the social fabric and a
healthy and educated labor force — are essential, together with a function-
ing social and cconomic infrastructure, the net product of the public
sector, to the private sector’s ability to generate wealth. Further, although
the labor within itis unpaid, the domestic sector requires maintenance and
investment; it needs both consumption and investment goods from the
private sector and infrastructural services from the public sector.

Policy makers, even if focused on the paid economy, need to be aware of
these interdependencies when they consider the impact of their policies.
Policies that increase the output of one sector by diminishing that of
another may not succeed in meeting their aims, unless compensatory pro-
vision is made for the specific outputs lost. For example, any policy that
results in a reduction of the caring services offered by the unpaid economy,
and does not provide for their being supplied elsewhere, will have a dele-
terious effect on individual socialization and human capabilities and thus
on the labor force and social fabric upon which the economy as a whole
depends.

Men and women work in all three sectors. However, there is a gender div-
ision of labor across them, and it is mainly women'’s time that is stretched
between work in the unpaid economy and the two sectors of the paid
economy. When a person takes a job, some quantity of that person’s time
moves between the two economies, from the unpaid economy to the paid
economy. However, although the amount of time gained for the paid
economy is usually specified in the labor contract, how much time is lost
from the unpaid sector depends on what that person was previously doing.
For this reason, women tend to make employment decisions on a different
basis from men. In general, men’s decisions about employment roughly
conform to economic theory's representation of the issue, in which wages
are simply payment for loss of leisure time. For many women, the situation
IS more complicated. The net financial gain to a woman of employment is
often less than her wage, since she may have to spend some of her earnings
on providing substitutes for her own unpaid caring labor. Correspondingly,
if she does find substitutes for most of her previous work, the net effect on
her leisure time of taking employment will be smaller than on a man's. This
explains the well-known result that the wage elasticity of women’s labor
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ibilities in deci v howurs of
to a woman with caring responsibilities in deciding l?cm many hours :
work to take on or even whether she should take a job at all. s.l:{f the i
of her caring work from the unpaid economy creates a real cost thay hgs

be paid.? _ o Wemeriy:
Caring work removed from the ulemd economy is 2 cost Tm only o
households but also to society. The gains r(fallzed fron? Increased emplos-
ment of people with caring responsibilities in d?e public or pr'-'::.:q—wn
of the economy must be balanced against losses in the output of the _::-.u;
economy. The impact of a policy that encourages.people to enter I}f fg.;r
market on the need for caring services to be provided in the paid i
will vary according to whether those who move iI.)IO employment GZ;I??:&';
provide unpaid caring services. National accounting systems z2nd bmt,fztv
procedures that do not take account of such losses make the mwansfer of
labor from the unpaid care economy into emp]oymenf appear costess. ?
When labor is transferred from the unpaid to the paid economsy. grovaa
rates in the paid economy are artificially inflated (Kathleen Clond and
Nancy Garrett 1996). Such artificially inflated growth rates annm}i’ -
tained, for there is a limit to the reserves that can be called on from the
unpaid care economy and, long before that limit is reached. the comse
quences for society may make further reductions of the Gare: Coonomy
unsustainable. Of course, in many cases, there are alternatives: swi= e
vision of care for both children and elderly people enables women 1:':
Scandinavia to participate in the paid economy at nearly as hxgh 2 e s
men. In other economies, individuals can purchase market solutions wff—"f
needs, provided they have the money to pay for them. If. in P O
higher rates of growth, economic policy makers seek 1o move people’s E':f
from the unpaid economy to the paid economy, desired outcomes will D’-f
be achieved unless the full ramifications are recognized. planned. 2%
budgeted for. Ignoring the unpaid care economy encourages the W%
which does not accurately reflect even men’s lives, that all ome oum<
employment is a costless resource for economic policy to exploit .
Similarly, changes in the provision of care services bv other msd ’i:
€conomy, for example in the public provision of community care, will 252
notonly the recipients of such care, but also the availability forcmp_b‘_‘“f;
and need for financial support of those people who provide carc within
unpaid €conomy. This is not to argue against the transfer of labor i g
between sectors, but o suggest that policy makers examine the otmﬂ“‘i
and benefits to society of any policy that results in such a transfer. C‘"ﬂ
avital input to the res of the economy. If insufficient time and “”""’n
are devoted 1o jp, productivity will suffer as human capabilites dﬂm‘
fmd (l.ue social fabric js inadequately maintained. Taking a onesided P"““
n which only the paid cconomy counts will not produce a balanced pict

and distorted and inefficient outcomes will result
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1T DIFFERENCES BETWEEN THE UNPAID CARE
ECONOMY AND THE PAID ECONOMY

Any analysis of the impact of economic policy must take into account funda-
mental differences between the paid and unpaid economies. First, a range
of motivations cause people to care for others and perform unpaid work.
In particular, in the unpaid economy a sense of responsibility constructed
by gendered social norms is more significant as a motivation than the direct
maximization of individual reward. The assumption that people are moti-
vated primarily by self-interest, while often simplistic in the paid economy,
makes little sense when applied to situations in which the work is not
directly rewarded at all (Nancy Folbre and Thomas Weisskopf 1997).
The importance of social norms in allocating responsibilities in the
unpaid economy suggests that people do not necessarily respond in the
expected way to incentives and disincentives when it comes to providing
care. When the influence of social norms is significant, the effects of
material incentives may be either very attenuated or, alternatively, much
stronger than when purely monetary considerations are involved. For
example, the response of a woman to an increase in material incentives to
take employment may be small if she looks after her children full-time and
feels that to be the best form of care for them. She may believe that alterna-
tive forms of care are not as good as her own, and so may “choose” poverty
for herself and her children, rather than allow them to be inadequately
cared for (Simon Duncan and Rosalind Edwards 1999). If many mothers of
young children agree with her, there will then be only a weak response to
economic incentives designed to boost mothers’ labor force participation.
Only those women will respond for whom the effect of the incentives on
material considerations just happens to tip the balance of considerations
based on social norms.

On the other hand, the behavior of others is a significant factor in estab-
lishing and sustaining social norms concerning appropriate behavior. This
means that norms can change quite rapidly. When a few mothers demon-
strate that, despite taking employment, their children are adequately cared
for, other mothers may shift their ideas quite rapidly. This can cause a
process of cumulative change, by which a small shift in behavior causes a
change in norms which causes a larger change in behavior and thus a larger
change in norms and so on (Susan Himmelweit 2002). This means that in
taking account of the unpaid economy, any analysis of the impacts of econ-
omic policy must include not only direct effects, for example on individual
incomes, and second-order incentive effects on behavior but, also, any con-
sequent effects on social norms. And these higher-order impacts may be
more gendered than the first-order distributional impact.*

Another distinctive feature of the unpaid economy is that those who work
in it cannot delegate all their tasks to others. Although some aspects of
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unpaid work can be turned into purchased commodities, other aspects
only imperfectly commodified (Margaret Radin 1996). Caring is not o]
the performance of physical tasks but also the development of 3 l‘Clnti: y
ship (Susan Himmelweit 1999). Although paid employees can care for Ch;}‘
dren and do it well, the relationships they are building with those childl.cl]‘
are their own; they cannot build the parents’ relationship for them, Hence
when a parent spends time away from her child in paid emplownem, She,
must fit building that relationship into her remaining time.>

Further, because caring is often combined with other types of domeg,
tasks, when a parent who had previously been a full-time unpaid care-giver
takes up paid employment, her overall working time increases as thoge
other domestic tasks remain to be done. Unless their children are cared fo;
during their hours of employment, mothers with young children cannot
take employment. However, most other domestic tasks are more flexible
and can be done at any time of day. Childcare is therefore the one domes-
tic activity to which women in employment devote considerably less time
than mothers without jobs; the savings on other domestic tasks are much
less. In the UK, women were found overall to spend only 28 fewer minutes
on domestic work for each extra 100 minutes of paid work they took on
(Jonathan Gershuny and John Robinson 1988: 549; Sara Horrell 1994: 212).

This may in turn affect the quality of care that can be given in the remain-
ing hours of the day, for care is not just a quantitative issue but a qualitative
one. We are accustomed to recognizing the quality of care as an issue for
social policy. However, it is also germane to economic policy because any
impact on the unpaid care economy that affects the quality of the labor
force and the social fabric may in turn have a significant impact on econ-
omic outcomes.

Further, unlike in many other types of work, productivity increases in
caring are unlikely to result in less time being required for it, although they
may improve the quality of care (Susan Donath 2000). Personal relation-
ships form the basis of care, and these cannot be stretched across too many
people and remain personal. Thus, it is unlikely that society can signiﬁcand)’
reduce the total amount of time devoted to caring labor across the whole
economy without damaging the quality of care provided. Shifts in the sector
in which some caring labor takes place may deliver some increases I
productivity. For example, a parent who cares for one child at home, ever
if she cqn}bines other tasks with childcare, is unlikely to match the overall
PdeUCU}ﬂty of a worker in a childcare center with a much higher child-to-
a.d.lﬂt.ratlo. In the long run, however, we cannot expect continued produc
bl oy e ey o o
time be) the g oo ecgu Ic serv1.ce). Nor should such savings © e
o e rggmlc_ POI.IC)'- One of t..he. benefits of ec?devol_
ing more time to e t.o'a.llow e d.le chqxce s ht.

canng and other activities worthwhile in their own 8
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IV GENDER ANALYSIS OF THE PAID AND
UNPAID ECONOMIES

Gender-impact analysis must therefore examine the effects of any economic

licv on both the paid and unpaid economies, disaggregating these effects
bv gender. The most significant gender division of labor is that between the
wo economies. Women still devote the majority of their working time to
the unpaid economy and men devote theirs to the paid economy in both
developed and developing countries (United Nations Development Pro-
gramme 1995). Given this disparity, the overall distributional effect of poli-
cies that improve the conditions of paid work over unpaid work will be to
worsen gender inequality. unless those policies are specifically targeted on
improving women's conditions. For example, reducing income tax in order
to cut public expenditure will in general worsen gender inequality. Cutting
direct taxes will benefit paid workers, with a bigger impact on men than
women, and thus exacerbate income inequality between men and women.
Reducing public expenditure will impact both men and women as users of
public services, but will have a particular gender effect if the cuts are
imposed on the parts of the public sector that provide caring services or on
the infrastructure and inputs that the unpaid care economy uses, such as
day-care services for the elderly or drop-in centers for mothers with small
children. Such cuts will worsen the conditions of unpaid work and impose
extra caring work that women are more likely to assume than men. Indeed,
if such extra unpaid work has the effect of preventing women taking
employment, the direct gender impact will be reinforced by a behavioral
impact that exacerbates an already unequal gender division of labor. Con-
versely, the gender impact of raising income tax in order to improve child-
care services, for example, will be to diminish gender inequalities in both
income distribution and access to employment opportunities.

Work within the paid economy is also gendered, which means that labor-
market and industrial policies have gender effects. For example, efforts to
retain jobs in certain industries will save more men’s jobs than women'’s. In
the UK, closures of large car manufacturing and ship-building plants have
generated far more government attention and money over the past few
years than the steady decline of clothing manufacture, though there has
been little comment on the gender implications of this. Moreover, the shift
of employment from manufacturing to services occurring in most devel-
oped economies creates Jjobs for women faster than it destroys men’s
employment. Industrial policies that attempt to slow down this trend
Pecause service jobs are seen as less worthwhile than manufacturing are
nadvertently Putting more value on men’s than women’s employment.
S;?;:Z; :’;le)i’zliis‘\lf;;:l a't least point ou.t these effes:ts and might l‘CSL.ll[ ?n
e give more attention to creating gende.r e(!uahty in

y improving pay and conditions in the new service jobs.
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hecause Most caring
formed on the basis ol g(‘ml(.'r.
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1vd to do more unp;ml caring work than men. It is s, this
ithin houscholds allocates that work, ap it

Thus, there are (W0 aspects to the £ene
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and unpaid economies. TUis not only
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women overall e
an internal division of labor w : P s
woman shares her houschold with another adult, it ") h.k('_l)’ that that ok,
adult does less unpaid caring work than sh.c does. This is not, of Course,
wrue for women who share their household Wl.lh other wmncn’, -allhnugh the
allocation of caring work may in practice Sl.l” be unequal. The followiy,
analysis of the effects of unequal sharing ;lppllcs to all households, althoug
not ;\ccessarily the gender implications.”

A man and a woman who share a household have some interests iy
common; generally they will both gain from increased resources going io
that household. However, there will also be some conflicts of interest; in
particular, they may want those resources to be used in different ways. The
relative bargaining power of members of a household determines how that
household’s resources are used. Accordingly, assessing the full gender
impact of a policy requires examining how it impinges not only on men and
women as individuals, but also on the households in which they live and
their individual bargaining power within their households. Changes that
have similar effects on a household’s total income and employment time
will have different outcomes according to how that money and time is dis
tributed between women and men within the household. In general, it
seems that the more money a woman is perceived to contribute to her
household, the more bargaining power she has within the household over
the distribution of all its resources, including both its income and its time.

Existing household bargaining models differ in why they consider that
each individual’s income influences their bargaining power over how the
household’s total income is spent.” This has implications for how each
model sees gender operating within a heterosexual married couple. Accord-
ing to “divorce threat” models, a woman'’s bargaining power is determined
by the income that she can rely on even if her marriage does not survive
(Marilyn Manser and Murray Brown 1980; Marjorie McElroy and Mary Jean
Horney 1981). In “separate spheres” models, the woman’s bargaining power
is determined by the income she personally receives (Shelly Lundberg and
Robert P ollak 1993). In Amartya Sen’s model, which includes perceptions

: usehold (Amartya Sen 1990). Thus, a woman ~ ¢!
anyone d9111g the bulk of caring work — can lose bargaining power because
her contribution of unpaid labor is less visible than her partner’s ﬁnnnci‘d'
contribution. In all of these models. : licy 1‘. s [,)-‘ g Joymen!
opportunities for. those. o0e: a policy l.u-u. plO\.l(lC& emp et

or those with caring responsibilities will lessen L"""d“
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iI\."‘I‘f"li'i"\ by benefiting women in two ways. First, their household income
will rise, and second, women will have more say over how that income is
,\l)(‘lll.

The models give divergent analyses of why women's bargaining power is
improved by ;l”()\\'&lll(‘('ﬂ»l()l' children, such as child benefit in the UK, 2 non
means-tested payment for each child that goes to the main carer, who, by
default, is taken to be the mother. In the “separate spheres” model, child
benefit gives women more bargaining power because it is paid directly to
her. In the “divorce threat” model, child benefit affects household bar-
gnining because it is income the women will continue to receive after
divorce (assuming she gets custody of the children); it does not matter who
actually receives it when the marriage is intact. In Sen’s perception model,
the effect depends on how child benefit is perceived, whether as the
woman's contribution to household income or simply as a state subsidy to
the whole family.

Bargaining power is not necessarily used to gain resources for oneself,
but to bargain for what one thinks is most important. Perhaps because of
their greater involvement in childcare, women generally make their chil-
dren’s welfare a higher priority than do men. Studies have shown that,
throughout the world, any additional income has more effect on the
welfare of children if paid to mothers rather than fathers (Judith Bruce and
Daisy Dwyer 1988; Diane Elson 2000). A tax change that resulted in women
generally having lower disposable income and men more, even if average
household income remained unchanged, would have a deleterious effect
on children’s welfare. In the UK, child benefit was introduced in 1975 to
eventually replace a tax allowance for children that had largely been
received by fathers. The introduction of child benefit gave greater auton-
omy and control of money to women and resulted not only in increased
spending on women, but increased household spending on children too
(Shelly Lundberg, Robert Pollak, and T. J. Wales 1995). Tracing gender
effects such as these, which are consequences of the different life-styles, pri-
orities, and distribution of power between men and women, is an import-
ant step in understanding whether polices will be effective in meeting their
goals. Without gender-impact analysis, we can only guess at such effects.

Similarly, any policy whose impact is to worsen gender inequality within
households will result in a shift in resources and power away from women
toward men and thus away from women’s priorities toward men’s. There-
fore, in the case of tax and public expenditure cuts considered earlier, no}
f)nly will the care provided by the public sector decrease, but also the shift
N power within households may alter how household resources are used,
'n'a less caring direction. In order to assess whether such cuts in public
“Xpenditure are a worthwhile saving, their full ramifications on the quality
i’(f) Iclilil;;‘ea.nd lhu§ on the productivity of the economy as whole l?ll?"’t“l‘() be

Sidered. This can only be done through analysis that recognizes the
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gendered nature of both the paid and the unpaid cconomies and (e It
connections between them,

o capture the (ull gender effects ol any policy, however, it is nog Enoug|
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simply to look at its effects on the position ol individuals in theiy CUrren

households. Houscholds are not stable units and people will be parg of ,
variety of households and play different roles within them in the courge o
a lifetime. It is necessary (o consider the effects of policies on men and
women not only within their current households but, also, within whateye,
houscholds they may live in the future.

For example, in the UK, women with small children in general are o
average (’I“pl())'(‘(] for shorter hours than those without children, while for
men it is the other way around. This situation reinforces gender norms,
since it makes sense for a family’s current income that the woman, if she
cannot earn as much her husband, should be the one to fit her employ-
ment around her children’s needs. Her husband may have to put in extra
hours of paid labor to make up any shortfall in family income, an arrange-
ment that will weaken her earning power and strengthen his. The shor-
term gender effect of this will be on bargaining power within the
household, but the longer-term effects on the woman'’s access to the labor
market may be much more serious, especially if she finds herself on her
own later in life. Policies that provide incentives for households to continuc
with a traditional division of labor, such as transferable tax allowances
between men and women, reinforce existing inequalities not only in the
short-term but also more crucially in the long-term.

Due to periods spent in the unpaid economy, women lead more varied
lives than men. In the course of her lifetime, a woman may play many roles
that straddle the paid and unpaid economies in a variety of ways. Each
period in or out of the labor market has long-term effects on a woman's
earnings and her power within her household, and thus on her control of
resources. Women pay the price for periods spent caring for others
throughout their lifetime. In particular, by the time they reach pensionublc
age, most women have built up far fewer financial resources to see them
ll_lrough old age than men. Understanding the full gender impact of pol
cies requires taking a dynamic lifetime perspective to ensure that long-term
as well as short-term effects are taken into account.

V AN EXAMPLE FROM THE UK: THE WORKING
FAMILIES' TAX CREDIT

;IIIII’L):‘IZI‘(:’(I.Ollls's_u.cn.ml '01_ |‘I1is paper demonstrated how economic policy ""ft
pact gender inequalities at a number of levels, through effects on ind
;'u.lulal and ?musduﬂd incomes, the division of men's and women's (qme
setween paid and unpaid economies, and the ‘li-\'l.ril)uliun of |,-‘“-gainill¥

power within households L
f ds. Moreover i i } o
Is. Moreover, the behavioral effects of a policy®
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have long-term consequences, so that a lifetime perspective is required fully
(o assess a policy’s gender impact and its overall effectiveness. One policy
that illustrates how gender effects at all these levels have to be taken into
account is the Working Families” Tax Credit, a recent addition to the tax
and benefit system in the UK.

Like the tax and benefit systems of many developed countries, that of the
UK reflects an uneasy compromize between an individual-based taxation
m and a family-based welfare system. Feminists and others considered
reat victory for women when, in 1989, the taxation system was
reformed so that everyone declared and paid tax on their own individual
incomes. Before 1989, there was joint taxation of husbands and wives, and
married women were required to reveal their incomes to their husbands,

although they had no equivalent right to know what their husbands

earned.®

However, the welfare syste
ditional male breadwinner/fema
designed. This vestige has gained a new
is increasingly reduced to a safety-net system, in which most benefits are
means-tested on family income. Income Support, the basic, safety net
welfare payment, must be claimed on behalf of a family by one member, to
whom it is then paid. Although the level at which Income Support is paid
depends on the size of family and the income of all its members, members
of the family other than the claimant have no independent access (0

Income Support.?

The taxation and benefit systems therefore
A number of dilemmas also arise from the rel
Independent taxation is less progressive betw
taxation, because the incomes of partners are highly correlated. Inter-
household inequality is an aspect of gender inequality; women are dis-
proportionately members of poorer households that would gain from a
However, separate taxation means that men and
e incentives based on their own
lity in employ-

syste
ita g

m is still family-based, a vestige of the tra-
le care-giver family pattern for which it was
lease on life as the welfare system

pose different gender issues.
ationship between the two.
een households than joint

more progressive system.
women are taxed on, and therefore, fac
income alone. This can be seen as a step towards gender equa
ment, since it favors a household with two earners over a single-earner
housc'hold with the same income. Separate taxation also improves women's
I)argmning power within their households; as women usually earn less than
their husbands, wives will generally gain from being taxed at an individual,
rather than a joint, rate.
) s(i:;gl'chf]::::l:\:;I-mnd; 2} welﬁn"c system .l)ased on pa:\'ing Income b;‘upp :
e [‘;vc;: l(|)n he h:\l.f of the family tends to improve men s bargain-
i n“;“ wlv,(, (.ln'u.ug‘h' either partner could be Ellt‘ clzun.\;uu. in practice
Pttiiaritrcr """‘llll‘lh .l.ll‘d lhll:s‘ l't:(‘t‘l\'(‘s l‘n.comt' §uppurl in most coup.lcs.
employment )Iwm-lu?s-w.sllng provides a disincentive to low earners ldk}"&‘
3 ause both parmers lace the same exc(-plmn;ull\' high

ort to
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sax” rate as earnings by cither of them reduce the amoyy,

claimant receives. [t is a woman whose hushand .
un(‘m[)l““'(l who is most likely to be caught in lh‘is “unemployment trap,”
She may simply not be able to carn enough by taking a job 1o offset the J
of Income Support, especially if caring responsibilities prevent her freop,
working long hours and/or she has childcare costs as well.

The UK government has directed its policy of “welfare to work™ at raising
employmentand cutting welfare spending by encouraging everyone to i(,,;
the labor force, especially those who would otherwise be on welfare. The
aims to reduce the shockingly high rates of child poverr
about the increasing polarization of households, par-
ticularly those with children, into “workless” no-earner households, depen-
dent on state welfare, and dual-earner households, that benefit from the
wages of two adults, government policy has focused on changing the disin-
centive effects of the welfare system on low earners. In 1999, the govern-
ment introduced the “Working Families” Tax Credit” (WFTC), to provide
an income supplement to the families of poorly paid earners with depen-
dent children. WETC is paid at a level dependent on family size and is
meant to ensure that employment pays better than being on welfare. WFIC
includes a supplement if one parent works more than 30 hours per week.
but provides no additional payment if there are two €arners in a family. If
they receive WETC, single parents, and couples who are both employed for
more than 16 hours per week, are also eligible for a Childcare Tax Credit.
which pays up to 70 percent of the costs of registered childcare. As family
income rises above a certain level, WFTC is clawed back at 55 percent, 3
lower rate than Income Support. However, like Income Support, it is sull
means-tested on family income and paid to a single claimant, who need not
be the wage earner.' WETC replaces Family Credit, an earlier, siglliﬁcmlll\'
smaller supplement to the income of families with at least one parent n
employment. Unlike WFTC, Family Credit was always paid to the main
carer, by default the mother.

The gender effects of the WFTC have proved contradictory. On the on¢
llanq, it raises the income of a large group of families in which women pre-
dominate, since 52 percent of the recipients of WETC are lone parents, of
whom only 2 percent are fathers (Inland Revenue Statistics 2001). When
combined with the Childcare Tax Credit, it was estimated that WEFTC would
;mk'e emP]O_)’m'em worthwhile for 24,700 to 34,000 lone parents who
Fiz;:ifliee(i;)lii](ilnlill(i)r:l l'fiac.h l(Ri.chard Blundell and Howard Rec:d .’(\)001)0
Bl s‘hi({ ) ars that WETC would produce a strong Pm:fon
e iy lnl"md R\ ;?flynle|1ts .frc_>m women to .men - the.c\-ul‘c»m; .
0 i ;lm mt;\rcéme Statistics (2001), which ()t-hCl'\\'l.\‘c gn\f .an'
ORpATmem IO ea e .do' notrecord how many cluunants‘;u‘e td.l.l. >
AR gy RIROL their breakdown by sex. However, from disci®
sions at the Treasury, it appears that many e e e et

ars that many couples, partic ularly the

marginal
Income Supporl the

government also
in the UK. Worried
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|»;1‘\1-1n|sl\' received Family Credit, may have taken the option of having
WEFTC paid to the partner of the carner, perhaps in order to receive it ill(|;*
pendently of the employer, If this is the case, WFTC will have strengthened
women's control over household resources too.

However, because it is means-tested on joint income, WFTC has reduced
the unemployment trap for first earners in couples but increased it for
second earners, who are largely women, although this is mitigated by the
help given in these cases with childcare costs. In 2003, when an l‘lmvplm-‘-
ment Tax Credit, available also to workers without children, replaces
WFTC, this disincentive effect will be more transparent, since these poten-
tial second earners discouraged from entering employment will not necess-
arily have caring responsibilities.!’ As the European Community’s Expert
Group on Gender Employment notes, these developments “will effectively
Jeave young people and women in households where there is a wage earner
on a good salary as the main recipients of low hourly wages. This system
may reinforce the gender pay gap and distorts the notion of equal pay”
(Rubery 2000: 19).

The“TTCpnwkhsadawexmnMeofapdkywmﬁchmnaﬁmedhub
butional consequences are to reduce gender inequality between house-
holds, since women predominate in the households receiving WETC. It will
also reduce (gender) inequality within those households in which the
partner of the earner is the recipient of WFTC. However, the behavioral
effects of the WFTC are to reinforce existing gender divisions, by providing
disincentives to employment for the partners of poorly paid men. As with
Income Support, these disincentive effects arise not from any direct dis-
crimination in the design of WETG, but from the fact that a woman is likely
to have lower earning capacity and possibly less attachment to the labor
market than a man. In only 21 percent of couples receiving WFTC is the
woman the main earner (Inland Revenue Statistics 2001).

These disincentive effects are not new; Family Credit also provided an
employment disincentive to second earners. Indeed, Family Credit, like
Income Support, was clawed back at a higher rate than WFTC. However,
the disincentive effect of WFTC is more significant because it is more gener-
ous, so there is more to be clawed back from a larger range of potential
¢arnings, The disincentive also applies to far more women because it affects
those whose partners earn somewhat above minimum wage levels as well as
lJ.mse whose partners are unemployed or very poorly paid. The Institute of
(Flbt'al Studies, an independent think tank, estimated that from 20,000 to
29,050 married women whose husbands were employed would drop out of
‘mm%mmuUmmwNM".'-i‘fl epl ent of Family Credit by
WFTC (Richard Bl 1‘ as a result of the |cp9.\cemc VL y .A(. : .\‘
; diSinm,Uw‘. i undell and. Howard Reed 2000). \'\'F'l‘ ‘.dl.s() mlfm_lu‘c es
A ‘)‘(.ouplcs sharing employment and (‘hll(l(lfl(.‘. By pm\'uh‘ng
‘”“Nulufcﬁi;'? when one pan1ef\v0rks more H}uq 30 h(HHN.)Yhu1l

amed when a couple splits these hours, it favors a traditional
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division of labor over one in which paid and unpaid labor s share Moy
f

equally. ‘
In the long run, such disincentives to keeping an attachment o the |

4 4'"0[
market may prove more significant in women’s lives than the hig

h"l illf(;m,.
their families currently receive. In practice, how strongly these effe 1S Work
will depend on their interaction with the childcare subsidies l)(‘ing Provide
to two-carner and lone parent houscholds in receipt of WEFTC, However, in
considering policy alternatives, a policy that provided the childcare subsidy
without the disincentive effects on second-earner employment might he
more effective in the long-run in achieving the government aims of incre,s
ing employment and reducing welfare bills. Further, since women's earp.
ings tend to reach children more effectively than men’s, such a policy woulq
also be a more secure way of achieving the government’s aim of reducing
child poverty.

VI PRINCIPLES FOR GENDER-IMPACT ANALYSIS
OF ECONOMIC POLICY

The above discussion suggests some criteria by which policy makers should
evaluate the gender impact of economic policy. These criteria do not incor-
porate policy goals in themselves, but suggest considerations to which policy
makers should give attention in order that economic goals can be pursued
efficiently while making visible unintended inequitable consequences.
These criteria are designed to make explicit when economic policy con-
forms or conflicts with other policy objectives, including the promotion of
equal opportunities throughout society for men and women. Although
economic policy should in general be designed to reinforce rather than
undermine other policy objectives, it is also important to recognize where
conflicts between objectives occur in order to try to resolve them.

First Principle policy makers should assess the effects of their policies on
both paid and unpaid caring economies. In particular, it should be made
explicit when policies are not broadly neutral with respect to paid and

unpaid work, and the cost of any incentives being provided to either paid
or unpaid work should be justified.

(1)  When the effect is to €ncourage movement into the paid economy, the

socia! consequences of any reduction in the output of care from the

““P?'d ¢conomy and/or any increase in total working time for thos¢

__ conunuing to work in the unpaid economy must be assessed.

(i) When additional unpaid work results, the gender distribution of such
work ':md its effect on individuals’ opportunities to take paid work and
contribute elsewhere in the economy must be assessed; the cost of ade-

quate ¢ 1sati : 2
dtate compensation for such extra work should be considered it
assessing the net henefits to society,
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(1) Although time and monev are bk
the effects of any policy ””‘;:‘.(':’l_:l'(‘!:”'(‘:l"(l_m.;m(.‘ll)I(" an evaluation of
.m\. i‘\\(‘\\ljlt‘lll ol hinancial effects. Where \:.:;:r)(l.ll,.('ll,:?:(,”:‘:"\f"";(._(l \? {':l
estimates for the value of unpaid work can h("(l(‘ri\'(‘(l ﬁjtn I'l N- .”\ft :
in constructing household satellite accounts, where ;l\"\illvll)l‘:\'(-' ”l\l((l
evaluation should be at the overall societal level and hr:)k‘(-n (l'm T ;“
gender. Distributional effects between households anfl bC[‘\'C(‘n\ir‘Kl)“‘
viduals within households should also be assessed. 1

Second Principle The distribution between men and women of the effects
on both economies must be assessed. Such assessment involves three

elements.

(i) The extent to which policies reinforce or break down gender inequal-
ities in the division of time between paid and unpaid work should be
taken into account; ideally polices should encourage economic auton-
omy and choice equally for men and women in both paid and unpaid
work.

(ii) The extent to which policies promote or undercut equality within paid
work should be assessed. In particular, the effects of any changes in
unpaid work responsibilities on the conditions under which men and
women enter the labor market should be considered.

(ifi) The extent to which policies promote sharing of unpaid work between
men and women should be assessed. In particular, the extent to which
policies enable employment to be combined with caring responsi-

bilities is relevant to this criterion.

Third Principle Gender equality should be assessed both between house-
holds and within them.

(i) Itisimportant to know the gender composition of households thatare
gaining and households that are losing overall from proposed policy
changes; in addition, analysis should focus on whether the changes
reinforce or break down the disadvantages experienced by certain
types of households, such as lone-parent households and pensioner
households.

(i) Itis important to know how women and men are faring within their
households; in particular it is important to know whether changes
would reinforce or help to break down existing gend

__ money, work, and power within households.

(iii) Both of these issues should be assessed in ter
money,

er inequalities 0
ms of time as well as

stage of policy making, including

uch analyses must be built into every ‘
| presentation.

rese; . 5 5 )
arch, public consultation, policy development, arnc
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VI CONCLUSION

r-impact analysis to be effective, it must take into account g,
0

For g(‘mlc
and unlmi(l. and the

types of labor, paid interdependence of the sectors

hich they |)|‘('(|mnin.|l(‘. This requires recognizing hoy
side the visible domain of the ,,,,i,;
1y affects economic policy. Specific.
of women's unpaid caring

the economy inw
that cconomic poli(‘\‘ has elfects ou
nd that the nnpui(l cconon
acknowledging the importance
conomy functions as a whole.

s the boundaries of economic policy by

policy are fundamentally inter-

cconomy a
ally, it means
labor to how the €

Gender-impact analysis challenge
making it clear that social and economic
linked. As economic considerations come o dominate national politics
_makers are already beginning to recognize this linkage. In scarching.
omic performance and growth, many govern-
e that a range of what were previously con-

sidered social issues, such as childcare and the unequal employment
opportunities of women, are vital to any strategy of increasing employment
and productivity. This perception, combined with a strengthened control
by finance ministries over spending ministries, has resulted in the UKin the
remarkable phenomenon of Treasury officials having as strong views on
desirable forms of childcare as on traditional macroeconomic issues.

Gender inequalities, because they produce undesirable distortions in the
economy, have also begun to claim a place on the economic policy agenda.
However, the recognition of the connection between the socially desirable
objective of decreasing gender inequality and more traditional economic
Policy objectives does not always survive any apparent conflict between
lm.me_diate goals. When social objectives appear to conflict with economic
pnontie‘s, the latter almost inevitably take precedence. While the long-term
connection between social and economic issues may be recognized,Lin the
short term “economic” considerations in the more traditional se

policy
for ways to improve econ
ments have begun to perceiy

nse of the

term usually win out.
Argui : i i .
guing for comprehensive gender analysis of economic policy is a Stp

in challengin ; . . L ;
and the 1‘g i g that shortsighted separation of economic and social issues,
e nt] ni‘cnc_)' for the former to take precedence. Following through the
icat oA i
e ob 1k g ions of policies can show the long-term effects that a narrow
economic ):IC.OHOmy ignores at its peril. Analyzing the gender effects of
activities ‘_(l)r”:C)/ would make governments conscious of how unpaid caring
A a >CERAT -
assess whether lh?clabb‘" y support to the paid economy, and help them
> long-term effects of curr ; A
T : sof ¢ ~nnroaches are
really what they intended urrent economic approache
i 1 wers l I Y

1A, UA
T

S : =
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NOTES

The UN's S\s_tcm o.f National Accounts 1993 (SNA 93), to which most national
accounts conform, includes some unpaid work: that which produces marketable
goods for households’ own consumption. However, although the inclusion of
«uch work makes a significant difference in some economies, in the UK and many
other developed capitalist economies, the inclusion of household production ol
tangible goods is not as significant because most unpaid work is service produc-
tion within the household or community. Unpaid services are not counted in the
SNA. However, following a resolution of the Beijing World Conference on
Women in 1995, many countries have begun to construct satellite accounts for
unpaid household production. In the UK, the Office of National Statistics
intends to produce its first full Household Satellite Account in 2002, after pro-
ducing some tentative figures in Linda Murgatroyd and Henry Neuberger
(1997). Household satellite accounts should be useful tools that will greatly
improve the gender impact analysis of economic policy.

For ease of exposition, all sectors have been drawn fully located within one of
the two economies, the paid or the unpaid. In practice, paid work can take place
within the domestic sector, and some unpaid work may be done in both private
and public sectors. Further, a full analysis should include both paid and unpaid

work in the voluntary sector, a significant provider of care services and also a net
contributor to the social and economic infrastructure. United Nations Develop-
Chart 1.1) gives a complex diagram

ment Fund for Women (UNIFEM 2000: 26,
entitled “Revisioning the economy through women’s eyes” that includes an NGO

sector that straddles the paid and unpaid economies.

In practice the situation is more complicated still,
ployment benefits has to be taken into account. In welfare systems where having

an employed male partner makes a woman ineligible for state benelits; she will
be more likely to take low-paid employment, especially if she has no associated
childcare costs, than people who are eligible for unemployment benefits. As a
result, in the UK, where formal childcare was often unavailable in the past and
remains expensive, there is a large sector of poorly paid, part-time jobs c'xp}‘cssl\'
designed for parmered mothers to fit around caring responsibilities. The inter-
action between caring responsibilities and the impact of state benefits is dis-
cussed further in the context of recent changes in UK tax and benefit policy in
5}‘?( }Jf){l V of this paper.
Politicians often focus on these effects on nort
ditional welfare economics that policy should be aimec
pl"d“'"“"“sv much of politics in practice s about influe
st peoplc o (G Sumicin 1997
Counting an alfﬂ. 'c.‘u?- ‘p;n'lm!ly [ails Murg;m:l Re
be paid ctivity as unpaid work, klf‘t‘()l'(llllg ow
0 do the unpaid activity of a household n

since eligibility for unem-

ns. Despite the claims ol tra-
| at satisfying existing
neing the norms that

id’s “third pcrsuu" criterion tor

hich it "a third person could
ember then it is ‘work™
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(Duncan lronmonger 1996), |)m;\phr;|sing Margaret Reid's Feonomics of Hougs
hold Production (1934).

As a norm the household consisting of a heterosexual couple and their childrey,
dominates policy thinking in most welfare regimes. Therefore, (l(rnnmsn;m“g
the gender effects of their policies on people living in such houscholds i an
important step in encouraging policy makers to consider gender implic
more widely.

See Bina ;\g;n-w;\l 1997 for an assessment of the benefits and limitations of bar-
gaining models in exploring gender relations.

A relic of the joint taxation system disappeared only in 2000 when the marrieq
couple’s allowance was withdrawn. Even now, married couples whose partners
are both over 65 years can continue to claim this tax allowance as part of their
age-related allowances (Inland Revenue Statistics 2001).

I am using the term “family” here to refer to what should technically be called 5
“benefit unit,” a single individual or a cohabiting heterosexual couple, whether
or not they are married, together with their dependent children, if any. A house-
hold may include more than one benefit unit.

The Government’s original plan was that, unlike Family Credit which it replaced,
WFTC should be paid through the wage packet in order to emphasize its con-
nection with employment. However, after representations from a number of
pressure groups, including the Women’s Budget Group, the policy was changed
to allow couples to choose to whom it should be paid, whether to the earner, in
which case it would be paid through the wage packet, or to their partner as a
cash benefit. This gave lone parents no choice over the method of payment and
did not help those women who may have most need of money in their own hands,
those who cannot reach agreement with their partners.

In 2003, WFTC will be replaced by two new credits. The first is the Integrated
Child Credit (ICC), a benefit for parents that will be paid irrespective of parents’
employment status and will be paid like Child Benefit, the non means-tested
benefit for parents, in cash to the main carer. However, the ICC will be means-
tested on parental income, thus on joint income where two parents are present.
The ICC will wrap up all means-tested payments for children into one single
payment that should ease the transition into employment since it will be paid in
full to those both in and out of employment, with the means-test cutting in well
above minimum wage levels. The employment incentive element of WFTC will
be replaced by a new means tested Employment Tax Credit (ETC) that will be
payable to all individuals and (heterosexual) couples with at least one wage
earner, irrespective of whether they have children. ETC will not include any
element for children, will presumably be mandatorily paid through the wage
packet, but otherwise will reproduce the features of WFTC, including a disin-
centive effect on second earners.

See footnote 2.
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