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ABSTRACT

Creating Economic Structures for the Recognition oParenting as
Work: A New Zealand Case for Tax Reform to Allow fa Income
Sharing.

In the rights based culture of the*XTentury, it is beyond belief that parents raigingjr
own children are denied the status of workers,apckxpected to do that work for
nothing. That all important work remains invisilieour economic structures, unless it is
done by someone other than the parents themselvét®y do it alone, i.e. as single
parents.

In 1893 New Zealand women were the first in thelavto be granted the vote. We
gained recognition as citizens in our own right &mereby political visibility. Kate
Sheppard, who led the campaign, went on to figheémnomic visibility for “ivomen]
who [elect] to superintend [their] own householdidebe the mother of children...”
arguing for her right to an equal share of her husls income.

In August 2010, 117 years later, a Bill to allowwame sharing for couples raising
children, has finally been introduced in Parliament

This paper traces the story of the campaign fasrime sharing It challenges the
boundaries of paid and unpaid work, insisting freenting be regarded as “work”. It
proposes reform of tax structures to allow coupbe®qgister their partnerships in
recognition of their shared responsibility for btitle support and care of their children. It
creates economic independence for the primary semegvhether part-time or full time

at home.

Whether for social, political, cultural, biologicat historical reasons, the majority of
parenting work is still done by women. Recognitadrthis work has been described as
“the unfinished business of the women’s moveme@titenden, 2002).



Creating Economic Structures for the Recognition oParenting as
Work: A New Zealand Case for Tax Reform to Allow fa Income
Sharing.

In the rights based culture of the*X2entury, it is beyond belief that parents raising
children are denied the status of workers, aneégpected to do that work for nothing.
That all-important work remains essentially invisiin our economic structures. In a
world where women have supposedly broken througlglass ceiling and made it to the
top in the public arena, the question of what tawtl@n she becomes a mother (if she
does at all) is as vexed as ever. Does she pliathe into childcare as soon as the limited
paid parental leave she might have runs out, arthgh to [paid] work? Or does she quit
her job, forgo her income, and economic indepenglecmmpromise her career options in
the future, and stay home to care for the child@ djtions are no different for her
partner, assuming she is in a committed relatigngith the father of the child, although,
for whatever reason, the problem is laid mostlhatfeet of the mother. Neither option is
without its issues. The fact remains that curreittiy still only women who can have
babies, but the issue of who pays for this worlhaw it is to be recognised in our
economic structures remains “the unfinished busioéshe women’s movement.”

This paper challenges current public policy théitstbsumes the status of partnered at-
home parents (usually the mother) in a patriaroi@del of dependency, and proposes an
alternative that recognises a partnership of eqiiiis proposal creates a structure to
recognise the unpaid work of parenting, and witheitognition for those who do that
work. It describes a New Zealand journey towardsééorm to allow for income sharing
as a means to attribute that recognition.

Whether for biological, social, cultural, or patidgl reasons, women still do most of the
work in raising children.The gender pay gap may be largely attributetthéb fact that
women compromise their engagement in paid work dsexaf assumed responsibilities
for their families. In fact the wage gap betweessthers and childless women is bigger
than the wage gap between young men and warfiee “modern mummy’s” problem is
whether to go back to [paid] work or to stay homhshe chooses to return to paid work
soon after the baby is born (New Zealand awardg bhiweeks paid parental leave, and
this has become the norm for women to return td pairk), she may well be faced with
the sense that she is doing neither job well asshggles to add her second job of
caring for the baby to her life. But if she choosestay home, she is faced with the
problem of what to do for money. Does she beconepéddent” upon her partner
(whose income and tax status does not change ta)e and also face challenges of
picking up her career if and when she should de@deturn to paid work? She must
wonder “where do | fit in the system now?” as shaa longer an income earner, and

! Crittenden, A., 2002The Price of Motherhood: Why the Most Important Job in the World is Stileth
Least Valued, Henry Holt Publ.: New York.
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therefore not a tax payer, and also not a “depdhdsrihere is no such category in New
Zealand tax structures, and clearly, not unemplpgged, disabled, a student, a child or
any other category in public policy. She may alsm#er where her work is recognised
or valued, supposedly “the most important job flalit for which she receives not a
bean of remuneration. Neither option adequatelypmreates for the fact that women
still have the babiesnd pay the price.

A historical perspective

New Zealand’s social welfare structures are preddcan a patriarchal model of the
nuclear family, epitomised in 1950s by a male bwaader whose wife and children were
firmly located in “his castle” at home. This moaeds probably more myth than reality,
as many women worked outside the home or a vasfetyasons, but this idealised model
formed basis of public policy which persists evedaty.

Women'’s challenges to this model have their origimay further back. Kate Sheppard,
widely known for having led the campaign for wonseauffrage by which New Zealand
were the first in the world to vote in 1893, wentto campaign for economic
independence for married women. Kate Sheppard lveafirst President of the National
Council of Women, and one of the first remits pdsstated:
“That where a woman elects to superintend her oauskhold, and be the mother
of children, there shall be a law attaching a cartahare of her husband’s
earnings or income for her separate use, payabkhe so desire it, into her
separate account”NCWNZ 1896.
It is interesting to note that 114 years on weé dtlnot recognise the rights of partnered
women to a share of the household income.

However, it was not until the 1960’s and 1970’¢ thamen began pursuing independent
roles in the public arena in earnest. The camptiigh“Girls can do anything” sent a
signal to many women to pursue education and caéside of the home. 1975 saw the
first International Women’s Year and the ConfereimcHairobi. In New Zealand in 1976
the Matrimonial Property Act was passed, accordihglf share of marital property to
the wife, regardless of her financial input to thkationship, upon break-up of the
relationship. This represented a significant @raje to patriarchal views about property.

Similarly, in 1976 rural partnerships were recogdiso that women became equal
partners on the family farm, paying tax on theimostare of partnership income. This
was hailed as a breakthrough for rural women. Suigidthe names on rural letter boxes
at the farm gate changed from “Bill Farmer” to ‘IBihd Mary Farmer”.

In 1983 McCaw Review on taxation ushered a furtdiallenge to the patriarchal model
of family income. It recommended a shift to indiva as unit of taxation, and the
removal of the “dependent spouse rebate”, to blaced by income splitting. The first

% The National Council of Women of New Zealand, 20027 Years of Resolution, 1.10.1 p.16.



two recommendations were instituted, but the thotd While this was indeed a
progressive step in terms of the treatment of iddials with regard to taxation,
regardless of marital status, it also served tth&rrerode the economic status of the at-
home mother, who was no longer even regarded dsgehdent spouse.” Her only
recognition in economic terms was the “family bétied universal allowance paid to the
primary caregiver for the support of children.

But the family benefit was also set for terminatibon1991 it was removed in favour of
targeted tax rebates for low income families. Bt from a universal allowance to a
targeted scheme meant that support for familiesnedenger awarded as of right (in
recognition of the social good provided), but oa basis of need, i.e. welfare. But
perhaps more significantly, from the perspectivéhefat-home parent, it represented the
final erosion of the last straw of visibility in plic policy, unless their “family income”
(i.e. jointly assessed) was judged insufficiensupport their family, in which case they
would qualify for some support.

This was the position in which | found myself in98 | was a full time at-home Mum of
five young children (aged 10 to 1 year old), andhmgband was in full time paid

employment, taxed as if he was a single personmataccount taken for the fact that his
income supported seven of us. We certainly sawetegs as partnership of equals (not a
patriarchal traditional family) where our deal weasearned the money on my behalf and
| cared for the children on his behalf while he \aagvork. Outside of his work hours, we
shared household and care work equally, as rassfagily is certainly 24/7 work.

We registered our partnership with the Inland Reeebepartment (IRD), where one

filed tax returns, and effectively split our incos® that we each paid tax on our own half
share of partnership income, as would any busioessral partnership. The purpose of
our partnership was stated as “family care”, aswes what our “business” was.

But that was not how the IRD saw it, and our paship was challenged in CotirThe
issues hinged around the issue of “who owns thdyamage”. The IRD argued that it
was only my husband'’s “personal exertion” that getezl the income, and therefore he
had to pay the tax on it. However, | endeavourddvoke s.75 of the Income Tax Act
1976 , which states that a person may be

“deemed to have derived an income although it lsddeen actually paid to him
[sic] ...but has been credited in account ...or othsevdealt with in his [sic]
interest or on his [sic] behalf.”

The sexist language notwithstanding, | maintaired with this provision, a share of my
husband’s income had been earned “in my interesbammy behalf’ and indeed it was
paid directly into our joint account. Furthermattes state refused me a Domestic

* Powell-Reymer vs. IRD 1976.



Purposes Benefit (paid to single non-employed pgayem the basis that | was supported
by my husband’s wage, so | claimed that a shahésahcome was indeed mine, to be
taxed as mine.

The Court ruled, however, that the income earnesitagable as my husband’s only, and
that “what the husband subsequently chooses taitthdwg income is entirely his own
affair.” Clearlyhestill owns the family wage.

The status of the non-employed partner remainsiiole, subsumed by the
“breadwinner”. The 1950s patriarchal model persig¢spite increased awareness of
human rights, and the right to full citizenshipatif members of society, i.e. inclusion in
all political and economic structures.

Paul Hunt, Senior Lecturer in Law at the UniversifyWaikato, asserted

“A failure to allow the non-employed spouse an meoin her own right on
the basis of her marital status, contravenes thenbin Rights Act”.

Similarly, CEDAW, the United Nations Convention the Elimination of
Discrimination Against Women, of which New Zealaartl 165 other countries are
signatory, Article 16 (1c) of CEDAW accords the

“Same rights and responsibilities during marriage a its dissolutioh

As noted earlier, all matrimonial property is diead50/50 upon separation, but as long as
a couple stays together, she has no right to ashale of family income.
A Global Perspective

We in the Western developed world tend to think@dnomics as that which may be
measured in dollars (or whatever the local curraacyA nation’s wealth is measured in
Gross National Product (GNP), the sum total of goaad services sold on the market,
with a large $ sign attached to it. But if we ta@kroader view of economics globally,
we would realise that much of the world dependsammarket production, i.e.
subsistence farming, for which no money is exchdrageall. Hence, it is not registered in
the GNP, and remains invisible in conventional etoit terms. Yet this non-market
production sustains the majority peoples globally.

So if we are really concerned about human well-dpeiwe would know that economics
includes both market and non-market production.stéeonomics may be defined as “the
sum total of human activity that sustains humanr-tveing”. This broader view of
economics has been well described in Marilyn Wasitigounting for Nothing® and

the “Three Masquerades”

® Waring, M. (1988). Counting for Nothing, Allen atthwin, Wellington New Zealand.
® Waring, M. (1996). The Three Masquerades, AuckldniVersity Press.



It is interesting to note that even in a fully metiked economy such as ours, where we
all need money to live, (and if you don’t earn yown income, i.e. you are unemployed,
aged, disabled, whatever, the state will pick @ptdb and provide you an income), the
estimates are thaglf of the productive activity needed to sustain usos-market
production i.e. unpaid wofkMuch of this work involves child rearing, but alseal
preparation, cleaning, laundry, shopping, work We@alongside our paid work
commitments. If we did not do this work, our housels would quickly become
dysfunctional, our relationships affected, andftimic of our society would fall to
pieces.

The issue is not only that unpaid work is unrecagdj but also who does it. When
households are shared, typically by a couple (mawr de facto) and their children, the
household in fact functions as does any “busineterrise of interdependent workets”
It is at the level of the household that decisiarssmade regarding the relative
engagement members in paid and unpaid work, typialdng gendered lines, with
women do the larger proportion of unpaid work

This “huge gift on unreimbursed time and labowrndt only the lifeblood of families; it
is the very heart of the economy,” asserts Crigendit explains, in a nutshell, why adult
women are so much poorer than mén’She goes on to say that “Both the family and

the global economy are ‘free riders’ on the badks@men”*

Despite decades of the women’s movement, this welystribution of work and
engagement in paid work persists. This would sughes perhaps gender differences
cannot be so easily annihilated, and we are clgglho create new structures that
recognise that interdependency between the paidiapaid work spheres,
interdependency reflected in committed life relasioips, such as marriage.

Human Capital

Another way to view this issue is to consider hbe wealth of a nation may be assessed.
According to a World Bank analysis, natural cap(kahd, minerals, water) accounts, on
average, for 25% of a nation’s wealth; physicalitedbricks and mortar, technology,
infrastructure) accounts for 16%, but human capaducational levels, skills, a culture

of entrepreneurship) accounts for a massive 59%.

" Ironmonger, D., cited in Waring, M. (1996). ibig.99
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That investment in human capital crudely includealtin costs, education and care.
Health and education take a major part of goverrninedgets, but the care is still
primarily left to the unpaid sector, provided mgdiy women. Quite apart from the fact
that women are still the only ones who can givéhbihey still do most of the care-
giving, accepting reduced incomes and compromigiegy career opportunities for the
privilege. That women are still expected to do thak for nothing suggests that
“economists don’t know where babies come fr6inA consequence of this “economic
blindness” is that women are voting with their wansaying “if | have to pay the cost,
why should I? | just won’t have any, or may be joisé.” The decline in fertility rates is
unsurprisingly the greatest in developed statescthmpensate women the least for these
costs”,

Creating Economic Structures for the Recognition oParenting as Work: A
Proposal

This paper proposes to recognise the interdepegddrmouples when they share
responsibility for a household (which may includédren) and their incomes by means
of partnership as an economic structure. Thesegatips would be registered with the
state as would any business partnership, and in¢eaneed by either partner) would
shared equally between them. They would accordipgiytax, each on their own share
of partnership income.

This proposal is not new, and is often referredrtancome splitting. It exists in many
countries, including Germany, France, many nortiimopean countries, and some
States in the USA. Curiously the English speakiegetbped nations (the United
Kingdom, Canada, Australia and New Zealand) dcatiotv it.

The key argument in support of it is that it creaestructure that recognises the
interdependency of partners, regardless of how distyibute paid and unpaid work
between them. It is at the level of the househiodd people make choices regarding their
level of engagement in paid work or to do the wibikmselves. Do you cook a meal
yourself, or do you go out to a restaurant? Doglean your own house, or do you
employ a cleaner? Do you mow your own lawns, orleynp gardener? Do you care for
your own children, or employ a nanny, or put thernchild care, and how many hours of
a week do you do so. Even if both partners areliftime employment, it is unlikely to
be 24/7, unless they are perhaps old enough teridsa boarding school. Your
decisions regarding this balance may depend uponigoome, but it may also depend
upon ideology, e.g. the value you place on your parenting. Can even a highly
qualified carer replace parenting? | believe ewenyple has to make these decisions for
themselves, and the answer will be different farg\nousehold and changes as their

13 Burggraff, S., cited in Crittenden p.74.
“ibid.



circumstances change. The decision should not&dseskby changes in treatment in
public policy, primarily how one is taxed.

The partnership structure serves then to integraittand unpaid work into public
policy, creating some visibility to the contributiof the unpaid work to the household
economy and to society. It may also contributeifigantly to achieving our goal of
closing the gap between male and female incomascdimes are shared (as one would
expect in a partnership of equals), their well-gasalso comparable. In the current
structures, where husband and wife incomes ardisigntly different, the assumption is
that their well-being is also at great variancemiost cases this is simply not true. If the
relationship is one in which income and responisigs are not shared, one would
guestion why it exists, and encourage the disaftepartner to leave!

Furthermore, the partnership structure addressesghts of the non-employed partner to
an income in their own right, a basic human rigiiey are no longer “subsumed” by
their employer partner, but enjoy an economic stafitheir own. They count in the
system, and the work they do counts. It is widelyognised that people shape their
behaviour to fit the structures in a social poéitieconomy. If the structures exist to
register a partnership, share an income and thenebgt in one’s own capacity to parent
a child, perhaps more people would do it, and s#gtanore men. At present, if people
are making that choice, it is despite the systeshpecause of it.

This proposal has been unfairly criticised for eliéintly valuing people who do the same
work —depending on your partner’s income. An at-Bonother whose partner earns
$60,000 receives less than one whose partner $2605000. But it needs to be
understood, this is n@ay for housework or childcare. It is recognition thatouple
shareresponsibility for a household, including childeaand also share their income. As
a family or a nation increases its overall weadttimay afford to increase how much it
employs others to do this work, in which case fiay, and should be paid at equitable
rates. But in the context of a household, it ispet, but a partnership.

A further anomaly is that couples who own their dwasiness currently are able to split
income, but couples whose income is derived frorgesaor salary may not. To extend
the same provision to wage and salary earnersglito recognise that a maintaining a
household is also legitimate “work”, albeit unpdiag justification for which has been
clearly made in the preceding sections of this pape

The proposal restores some balance between thenegticing parents with respect how
they structure their work, paid and unpaid. Cuilseint New Zealand, if one chooses to
return to paid work and place the child into chéds; that action attracts a state paid
subsidy of up to $12 per hour for under two yedspand approximately $7 an hour for
over twos. If, on the other hand, one choosesalplsdme, forgo an income and care for
the child yourself, one gets no assistance agbf.riWhat kind of society is it that pays



others to care for our children, but not parenésritbelves? It clearly runs counter to what
is in the child’s best interests, particularly wredmldren are very young.

A legitimate concern is that the provision coultl @ a disincentive to women to return
to paid work and retain the capacity to earn aepathdent income. However, the reality
is that most women (or men undertaking home dutiesild forgo an income for more
than a few years, while the children are younge€ho five years in a work life time of
40 -45 years is not a lot. The tax advantages yaaihpensate for a forgone income.
The partnership option merely caters for a brieB'son” over the course of one’s life
time.

New Zealand’s journey towards introduction of the Tax (Income Sharing) Bill

In 2002 the United Future Party, a small partyhatdentre of the political spectrum led
by Peter Dunne, gained considerable support (8&eofote), in part at least due to its
family friendly policies, in particular income sping.

In 2008 it gained assurance from its coalition partthe National Party, as part of its
confidence and supply agreement, to support adodllow for income splitting to go
through its first reading. A Discussion Documensweepared, presenting options to the
public, and seeking feedback. Over 90% of submmssieceived were in support of the
proposal.

In August 2010 the Tax (Income Sharing Tax Creglif)was introduced to the House of
Representatives, with its first reading on the 28t&8mber. The Bill allows couples with
the care of children up to age of 18 years to ckaitax credit assessed by amalgamating
their individual incomes, dividing it by two, andlculating the difference the tax that
would be due, and the tax actually paid. The taxitmwould be paid into the account of
the lower income earner.

Currently the provision would benefit 310,000 fagslin New Zealand, approximately
one third of all households. The maximum tax cradif couple would receive is
approximately $9000, where one partner earned $08&nd the at-home parent nil.
Income earner over $70,000 is taxed at the topofa®8% regardless of who declared it.
So the provision actually has a natural ceilingyéfting middle New Zealand families,
described by former Prime Minister David Lange &sd rich to be poor, but too poor to
be rich”.

The provision would be administered using the saimetures currently used for
providing support for low income families, (knows Working For Families (WFF) Tax
Credits), and dovetails neatly with that systemahtdlso jointly assesses couples. It
would create a smoother transition across the iecgpectrum where welfare is reduced
as family incomes increase.



Current estimates are that it would cost approxége#450 million p.a. suggesting that
families would receive on average a tax creditX@® p.a. Some critics have suggested
this money would be better targeted to increasupgpsrt for low income families.
However, they miss the point that this is aboubgadtion of unpaid work, and the rights
of those who do that work to an economic statubleir own right. It is about investment
in parenting, which will ultimately benefit all gbciety. It is not about welfare, but
human rights. Arguments may also be made thataseikinvestment in this sector may
in fact reduce costs in other areas, e.g. creatadthier less stressed families, and
healthier communities as parents have the timapgpat local schools, coach the soccer
teams, serve on the Parent Teacher Associatiodgg@on school camps etc.

A criticism that needs to be addressed is the cortbat this proposal represents a return
to traditional family structures, the 1950’s idselil nuclear family. A recent study by
Pamela Stone set about to investigate why womenenfayed top level professional
careers in their own right, and supposedly coutdve it all’, employing nannies if they
wanted, opted to stay home to care for their abildhildrert®. The reasons are as varied
as there are parents, but the fact remains thatbiees are not fiscally neutral. If you
want to stay home, you pay. You are on your owmedtlity, only the well-off can still
afford to make that choice. There is clearly aminty there.

Furthermore, there is increasing evidence thatitmeme families cannot afford to stay
together. If they separate, the primary caregividrog paid a Domestic Persons Benefit
(DPB), which may amount to more than the WFF tadits paid to low income families.
The system is clearly skewed toward the individaad fails to affirm shared
responsibilities and care in life partnership. Pphevisions of the Tax (Income Sharing)
credit scheme would be accorded equally to de factame sex partners as to traditional
married couples.

Finally, it should be noted that this provisionT@x (Income Sharing) would create
consistency with treatment of property when couplgsarate. Currently, property is
divided equally regardless of whose income paichtbeigage (usually the primary asset
is the family home), but that same income is nehss a shared asset while couples are
still together. This contravenes CEDAW, as notatlexa

Conclusion

The Tax (Income Sharing) proposal creates a streithat recognises the unpaid work of
parents whose primary commitment is the maintenaheehousehold and the care of
children. It accords those who do that work an eouin status in their own right, as
partners in a household economy, a basic elemdntl @ftizenship. It represents an

15 Stone, P., (2007). Opting Out? Why women realliy careers and head home” , University of Califarni
Press.



investment in human capital, a responsibility aost ¢that ought to be shared by the
wider society, not just women alone. And the re@ners? eur children!
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