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Tackling the parent penalty 

Research by NCT and IPPR into the impact of government plans to limit annual increases to 

maternity and paternity pay to 1% rather than in line with inflation has found that: 

 By 2015 parents lose out by £224 over their full period of parental leave 

 This change will hit the poorest fifth of families who on average, they will lose the 

equivalent of 1.9% of their weekly net income, compared to the richest households who 

will lose 0.6%. 

Statutory pay for maternity and paternity leave is £136 per week, compared to £236 for a full-time 

minimum wage job (rising to £243 in October 2014). 

The amount that new parents will lose out on by 2015 - £224 - could pay for a year’s supply of 

sleep suits, 1500 nappies, one apple a day for two years, or two months’ energy bills. Our recent 

survey of parents on the cost of living told us that parents are having to compromise on essentials 

such as food in order to pay energy bills.  

Ahead of the 2014 budget, NCT is calling on the Government to end this parent penalty and 

increase maternity and paternity pay in line with the cost of living. 
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The importance of maternity and paternity pay 
 

 Progressive parental leave for the first year in a child’s life can address a number of objectives, 

on attachment and bonding, on retaining a mother’s link to the labour market, on enabling 

dads to spend more time with their children, and challenging the gendered assumptions of 

work and care. The level of pay is critical in parents’ ability to make decisions about how they 

divide up caring responsibilities and to provide a family with time at a special moment in their 

lives.  

 

 The countries that have lower gender pay gaps1 also tend to have a different composition of 

parental leave that has a defined period of maternity leave to protect the health of mother 

and baby plus a ‘use it or lose it’ paternity leave for dads as well as then paid parental leave 

for parents to decide how to use. The ‘use it or lost it’ daddy quota has been effective at 

encouraging dads to take a period of leave, but also in weakening the motherhood pay 

penalty.  

 

 Compare this to the UK where working dads are guaranteed just two weeks paternity leave 

(see below for eligibility criteria) at rates less than the minimum wage. Many dads don't even 

use this entitlement. While nine out of ten dads took some time off after their baby was born, 

only half of the dads who took paternity leave used their full two-week entitlement2. Dads in 

the UK are also entitled to additional paternity leave - between two and 26 weeks - but this is 

actually transferrable maternity leave. It is dependent on the mother being in work, being 

eligible and on being able to persuade dad to use it. Very few dads have taken this up.3 

 
The current system and planned changes 

 

 New mums in the UK can take up to a year maternity leave with 9 months paid (some of this 

can be transferred to dads)4. Statutory maternity pay is paid for up to 39 weeks. The first six 

weeks are paid at 90 per cent of weekly earnings5 with the remaining 33 weeks paid at 

£136.78 or 90% of average weekly earnings (depending on which is lower).  

 

1
 See International Network on Leave Policies & Research http://www.leavenetwork.org/ for updated country 

policies. See IPPR’s Childmind the Gap on maternal employment rates 
2 Maternity and Paternity Rights and Women Returners Survey 2009/10. Research by NatCen published by BiS and 
DWP in 2011 http://www.natcen.ac.uk/media/24607/maternity-paternity-rights-women-2009-10.pdf 
3 TUC Press release ‘Just one in 172 fathers taking Additional Paternity Leave’ http://www.tuc.org.uk/workplace-
issues/just-one-172-fathers-taking-additional-paternity-leave (June 16 2013) 
4 For more information on leave entitlements see the www.gov.uk  
5 All payments rates are before tax  

http://www.leavenetwork.org/
http://www.ippr.org/publication/55/11899/childmind-the-gap-reforming-childcare-to-support-mothers-into-work
http://www.natcen.ac.uk/media/24607/maternity-paternity-rights-women-2009-10.pdf
http://www.tuc.org.uk/workplace-issues/just-one-172-fathers-taking-additional-paternity-leave
http://www.tuc.org.uk/workplace-issues/just-one-172-fathers-taking-additional-paternity-leave
http://www.gov.uk/
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 Eligibility criteria for maternity pay includes that a woman earns at least £109 / week and has 

worked for her employer continuously for at least 26 weeks.  

 

 Maternity allowance is available for women who might not qualify for maternity pay. A 

woman will be paid either £136.78 or 90% of average weekly earnings (depending on which is 

lower) for up to 39 weeks.  

 

 Eligibility criteria for maternity allowance include those who are self-employed, who have 

been employed / self employed for 26 out of the last 66 weeks and earn £30 or more a week 

for any 13 week period. 

 

 Paternity leave in the UK is 2 weeks with statutory paternity pay paid at £136.78 or 90% of 

average weekly earnings (whichever is lower). The government has also passed legislation 

allowing mothers to transfer up to 26 weeks of their maternity leave and pay if they have 

returned to work6. Eligibility criteria include 26 weeks of continuous service, and earning at 

least £109 / week.  

 

 In 2015 up to 52 weeks shared parental leave will be available (mother must take first 2 

weeks, then can share with fathers, 9 months paid). 

 

 As part of the Government’s plans to reduce spending and cut the deficit, in the Autumn 

Statement (2012), the Chancellor announced a three year cap of 1 per cent increases to a 

range of benefits that included maternity pay effective from April 2013.  

 

 With living standards high on the political agenda and wages still not rising in line with 

inflation, this work aims to consider the current and future impact of this change. We model 

what this change means for different families.  

 

Key questions and methodology  
 

 Using the Family Resources Survey (FRS) IPPR analysed changes to maternity allowance and 

pay. The sample size of women receiving maternity pay and allowance in a single FRS dataset 

was not big enough to give robust results, they therefore combined five datasets covering 

years between 2007/08 and 2011/12 to boost sample size.  

 

 Using this new dataset they calculated the distributional impact of a 1 per cent increase to 

maternity pay and allowance and compare that to an increase in line with CPI. The results are 

6 The Government’s estimates of take up are very low for this leave. 
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presented in current prices and today’s prices (2013-14). They present the impact over a three 

year period. 
 

 Paternity pay and allowance was not included in this analysis as sample size was not large 

enough to robustly analyse changes to paternity allowance or pay.7  

Findings from IPPR analysis 

Table 1: Uprating – maternity / paternity pay and allowance  

 
Current prices 2013/14 prices 

 
1% CPI 1% CPI 

2012/13 135.45 135.45 138.78 138.78 

2013/14 136.78 138.43 136.78 138.43 

2014/15 138.18 142.17 135.14 139.04 

2015/16 139.56 145.30 133.65 139.14 
 
 

 Table 1 shows the difference between weekly maternity / paternity pay and allowances 

comparing a 1% increase to an increase in line with inflation. It presents amount in current 

prices and today’s prices.  

 

 By 2015-16 maternity allowance and pay will rise to £139.56 (current prices), equivalent to 

£133.65 in the current fiscal year’s prices 

 

 Because a 1 per cent rise is below inflation estimated for the next three years, maternity / 

paternity pay / maternity allowance will be lower in 2015-16 compared to 2013-14 when 

inflation stripped away (i.e. 2013/14 prices) 

 

 If instead maternity pay / allowance rose in line with CPI, using OBR estimates of CPI, then we 

would see it rising to £145.30 (current prices) by 2015-16, equivalent to £139.14 per week in 

2013/14 prices  

 

 Families in 2015-16 will be £5.49 worse off per week than if maternity weekly pay and 

allowance increased by CPI in each of the three years out to 2015-16 (2013-14 prices). 

 

 For the full 39 weeks this would mean a reduction of £223.86 in current prices, equivalent to 

£214.11 in the current fiscal year’s prices8  

7 NatCen research has good take up rates of paternity pay  
8 We have used base rates of £136.78 for 39 weeks. We have not been able to calculate the first 6 weeks at 90% of 
earnings through this work.  

http://www.natcen.ac.uk/media/24607/maternity-paternity-rights-women-2009-10.pdf
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The distributional impact of changes  

 As a proportion of net weekly family income across the earnings distribution, the table below 

shows how the fall in the real value of maternity pay varies for affected families.  

 

Table 9: Distributional impact of 1 per cent uprating vs CPI uprating (Maternity pay)  

Family income distribution (quintile) Average fall in real value of maternity pay (% of net income)  

2013-14  

1 -0.67% 

2 -0.44% 

3 -0.32% 

4 -0.26% 

5 -0.16% 

2014-15 

 1 -1.52% 

2 -1.04% 

3 -0.76% 

4 -0.60% 

5 -0.39% 

2015-16 

 1 -2.23% 

2 -1.48% 

3 -1.07% 

4 -0.85% 

5 -0.55% 

  

 

  

 A 1 per cent uprating in maternity pay, instead of an increase in line with CPI, will have the 

greatest impact on families at the bottom of the income distribution. On average, by 2015-16 

the fall in the real value of maternity pay is equivalent to families 2.23 per cent of net weekly 

incomes for families in the bottom quintile. The equivalent figure for the top quintile is 0.55 

per cent of net weekly incomes in 2015-16.  
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Figure 1: The distributional impact of a 1 per cent rise in maternity pay (% of net weekly income) 

 

 
Table 10: Average fall in real value of maternity pay (% of net income) by number of dependent 
children  

 

Year 
one 

Maternity 
Pay 

Maternity 
Allowance Combined 

1 -0.32 -0.45 -0.34 

2 -0.30 -0.33 -0.31 

3+ -0.31 -0.25 -0.30 

Year 
two 

   1 -0.76 -1.07 -0.86 

2 -0.69 -0.77 -0.72 

3+ -0.74 -0.59 -0.71 

Year 
three 

   1 -1.15 -1.49 -1.22 

2 -0.99 -1.08 -1.02 

3+ -1.04 -0.83 -1.00 

 

 The impact on income of a fall in the real value of maternity pay is similar across families  

 

 A 1 per cent uprating in maternity allowance instead of an increase in line with inflation is 

expected to have the greatest impact on families with 1 child, equivalent to a fall of 1.49 per 

cent of their net weekly income by 2015-16, on average. In comparison for families with 3 
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children or more of the fall in maternity allowance is equivalent to 0.83 per cent of their net 

weekly income.  

 
Table 13: Distributional impact of 1 per cent uprating vs CPI uprating (Maternity allowance) 

Family income distribution (quintile) 
Average fall in real value of maternity allowance (% of net 
weekly income) 

2013-14  

1 -0.91% 

2 -0.45% 

3 -0.38% 

4 -0.25% 

5 -0.16% 

2014-15 

 1 -2.15% 

2 -1.06% 

3 -0.90% 

4 -0.58% 

5 -0.38% 

2015-16 

 1 -3.02% 

2 -1.50% 

3 -1.27% 

4 -0.82% 

5 -0.53% 

 
Figure 2: The distributional impact of a 1 per cent rise in maternity allowance (%of net weekly 
income) 
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 A 1 per cent uprating in maternity allowance, instead of an increase in line with CPI will have 

the greatest impact on families at the bottom of the income distribution; 3.02 per cent of net 

weekly incomes on average by 2015-16. In contrast, the top quintile is expected to lose the 

equivalent of 0.53 per cent of their net weekly income in 2015-16.  

 

 The analysis shows that the effect is greater on those in lower income groups and in receipt of 

maternity allowance (as opposed to maternity pay). This may be because eligibility criteria of 

maternity allowance (compared to maternity pay) means that those in receipt are likely to 

have a more patchy employment history.  

 
Conclusions 

 Families in 2015-16 will be £5.49 worse off per week than if maternity and paternity weekly 

pay and allowance increased by CPI in each of the three years out to 2015-16 (today’s prices). 

The latest data on maternity leave suggest that even though there are 52 weeks of maternity 

leave available, on average mothers take 39 weeks maternity leave which corresponds to the 

maternity pay period. The ‘squeezed middle’ is more likely to be affected by maternity pay 

and lower income groups by changes in maternity allowance.  

 

 Families with fewer children are likely to experience a bigger impact with changes to 

maternity pay. Additional analysis would be needed to determine why this is the case, but it 

may have something to do with maternity pay being £136.78 or 90% of average income 

(whichever is lower) and many mums with more than one child receiving the latter rather than 

the former because they are more likely to be in part-time work.  
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