COMMUNITY PLATFORM
CHALLENGING POVERTY & INEQUALITY

Briefing note in advance of the Supplementary Budget, 7" April ‘09

In discussions with the social partners on responding to the current crisis in January, Government
committed itself “to an approach in which all sectors of society contribute in accordance with their
ability to do so”. Decisions on public expenditure reductions would be based on “ensuring a fair and
equitable spread of the burden ...; maximising the level of sustainable employment; solidarity with
those now losing their jobs; protecting the vulnerable as far as possible; maintaining high priority
public investments in economic and social infrastructure”. Tax changes would be “fair and equitable,
with a higher proportion falling on higher incomes’, with “additional progressive tax measures
consistent with the social solidarity approach”. “Those who benefited most from the economic boom

should make a particular contribution to the adjustment required”*

And yet, addressing his parliamentary party, the Taoiseach “made it very clear that social welfare
cuts will be on the cards”: everybody would be less well off after the Budget. At the same time, he
stated that ensuring that the Budget was fair for all sections in society was a vital issue facing

Government?.

The Community Platform is very clear: cutting the incomes of people who rely on social welfare
and/or low paid work cannot be considered fair, and would be reneging on every commitment

government has made since the crisis began.

It is increasingly said that ‘we all need to share the pain’. This briefing paper explores some of the
assumptions behind these views. How has the pain been shared to date? And what would it really

mean to ask people on the lowest levels of income to ‘take the pain’?

Didn’t we all benefit from the boom? Isn’t it fair that we all share the pain?

There is no doubt that lots of people were better off during the boom years. Hundreds of thousands
of people got jobs after years of unemployment. A National Minimum Wage was introduced and
many employees benefited from significant increases in pay. There were huge cuts in income tax.

Many more people were able to buy houses. But some gained much much more than others.
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Many were left behind, denied a fair share in the massive wealth generated during those years.
Hundreds of thousands remained excluded from the labour market — people with disabilities, people
parenting alone, people who had suffered long term unemployment, people who left school early,
people who suffered discrimination. They struggled on social welfare payments, and had to wait till
the dying years of the Celtic Tiger to benefit from decent increases. They remained on the waiting list

for social housing, unable to buy, living in overcrowded, or sub-standard rented accommodation.

Many who did succeed in getting a job worked in low paid, insecure and unrewarding employment®.
They got pay increases, but they were much smaller than received by those in better paid jobs. Their
taxes were cut, but by only a fraction of the amount of those on high incomes. They struggled to
balance work and raising families, often unable to pay the high cost of childcare. They finally

managed to buy a house, even though paying the mortgage always stretched the budget.

During the height of the boom, although Ireland had one of the lowest unemployment rates in the
BU15, it also had one of the highest rates of poverty — keeping company with the UK and

Mediterranean countries, with (in some cases much) higher unemployment than we did.

Unemployment and poverty in the EU15, 2006
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Why did our poverty rate remain so high? Because we spend less (adjusted for prices) on social
protection than most other countries in the BJ15; far below the average and with only the

Mediterranean countries spending less per head than Ireland.
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Poverty and social protection expenditure in the EU15,
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Ireland is extremely reliant on means testing in administering social welfare benefits, which can

target resources on the poorest, but is also very expensive to administer. Irelands spends

considerably more than double the average of the EU 15 administering its social welfare system

Expenditure on administration as a % of all social protection expenditure in EU15, 2006
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Compared to other small, open European economies e.g. Denmark and the Netherlands, Ireland:

Had a poverty rate 30-50% higher than them
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Had only marginally higher levels of unemployment, but

Spent only 70-75% of what they do on social protection,



Economic performance in these countries was just as good as Irelands, but we failed to ensure that
the benefits of economic growth were fairly shared. Given the strong relationship between the level
of social welfare expenditure and the rate of poverty, reductions in social welfare would undoubtedly

force an increase in the poverty rate in Ireland.

Prices are falling; doesn’t this mean people on low incomes are better off?

Overall, prices are falling. But that overall figure conceals big differences in price trends for different
goods and services, and can give a distorted picture of the costs facing those on low incomes. Figures
for February '09 showed that overall, prices fell by 1.7% over the last year, but this conceals

significant increases in some key items”.

Poverty fell during the boom; surely savings can be made without too much hardship?

The most recent information available on poverty, for 2007, contained some positive news,

confirming atrend of falling poverty (measured by Ireland’s official definition, ‘consistent poverty’).

And why is this? Although the numbers with income below the ‘at risk of poverty’ line stayed more or
less the same, the level of deprivation — not being able to afford basic necessities — fell significantly.

Put simply, people living on these very low incomes are better able to afford the basic necessities.

Increases in social welfare rates have played a significant role. The increases in basic rates of social
welfare payments over the last few years mean that people are better positioned to afford
essentials. Child poverty is a particular example - although children still account for 4 in 10 of those
living in poverty, child poverty has fallen, and increases in child income support have been
instrumental in achieving this progress. We know that children who grow up in poverty are very likely
to remain poor as adults, and as pensioners. S reducing child poverty is critical to tackling the

problem of poverty in the long run.

What this means is that cutting social welfare, or the net incomes of those in low paid work, will
result in real, tangible poverty and deprivation: the poverty of not being able to put a decent meal on
the table, the poverty of living in a cold damp house, the poverty of not being able to replace worn

out clothes.

Cutting welfare rates is not about asking people to tighten their belts, or share the pain; it would shift

an unfair share of the burden on to those least able to cope.
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Short term gain for long term pain

Government will be seeking to make cuts across public expenditure headings, but these too impact
differently on those on higher and lower incomes. People on low incomes are more reliant on public
services — they simply cannot afford to buy the equivalent service in the market. In addition, public
services play a vital role in addressing deep seated disadvantage, helping to provide decent
affordable housing, healthcare and education. Qutting these kind of crucial public services can have a
long term impact on people’s well being. Consider for example the recent increases in
unemployment. While much of the media coverage has highlighted unemployment amongst white
collar employees, examination of the facts shows that the burden of unemployment falls most
heavily on those with lower levels of education. In the absence of decent public services, for which

there is widespread support, people have little opportunity to escape poverty and disadvantage.

Table 1. Educational attainment and unemployment

, _ Unemployment rate %
Highest level of education Sex
Q4 2007 Q4 2008
) M 9.1 14.2
Primary or below
F 6.7 6.8
M 7.9 14.3
Lower secondary
F 5.6 8.4
, M 4.9 9.7
Higher secondary
F 4.7 6.1
, M 3.4 10.4
Post leaving cert
F 4.2 6.5
, M 2.9 6.4
Third level non degree
F 2.4 4.6
: M 2.5 4.1
Third level degree or above
F 2.4 3.9
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! Framework for a Pact for Stabilisation, Social Solidarity and Economic Renewal, 28" January 2009
2 rish Times, 25" March 2009 “Adviser warns of fixation with GDP limit”

® The National Employment Survey 2006 (CSO) shows that 27% of the workforce in Ireland had median earnings of less than
€12 an hour i.e. the median earnings of employeesin ‘hotels & restaurants was€9.98, in ‘other services, €10.92 and in the
‘wholesale & retail trade’, €11.92. Median earnings for the economy as a whole were €15.39 per hour.

4 Central Satistics Office (March 2009) Consumer Price Index, February 2009 & Consumer Price Index, Detailed Sub-Indices,
February 2009. CSO: Ireland

Appendix: Data from the EU Survey on Income & Living Conditions, publi shed by the CSO

At risk of poverty

People are considered to be at risk of poverty when their income is less than a particular threshold.
CGenerally 60% of median income is used. The thresholds for being at risk of poverty for different

household sizes are listed below:

At risk of poverty threshold, per week
2007 Adjusted for inflation, Feb-09
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