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Submission to Budget 2009

About OPEN

Lone parenthood arises for many people. The routes into lone parenthood are diverse. W hatever
the route, the consequences and impact are usudly traumatic a a number of levels for the lone
parent and for his/her child(ren). Lone parents in Ireland have come together to support each other

in local self-help groups since the late 1980s.

OPEN was formed in 1994 by eight local groups. OPEN is the nationa network of local lone parent
self-help groups, representing the diversity of interests of lone parents, particularly those living in or
a risk of living in poverty, and promoting their incluson and progression within wider society.

OPEN’stwo key objectives are:

e To support the capacity of member groups to provide information, services and supports for lone

parents living in their communities, especially those who are isolated;

e To campaign for policy change that recognises family diversity, supports access to appropriate
public services, promotes economic independence and improves the quadlity of life for lone

parents and our children.

Budget 2009

The economic context for Budget 2009 is radicdly different from that a year ago. Growing
unemployment, rising prices and weak public finances mean this year’s budget must be tightly focused

on achieving key objectives:
o Protecting those on low incomeswho are most vulnerable in the current economic climate
o Maximising the efficiency of public expenditure, most particularly current spending

Inflation started to rise sharply towards the end of 2006, and the annual percentage rate has
remained around 4-5% since. However, prices for some essentia items have increased by more than

this, for example:

e The cost of food and non-alcoholic beverages rose by 6.8%;



e Housing, water, electricity, gas & 110
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e Transport, health and education costs 1 |
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respectively.
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of the contributory factors show no sign

of abating in the short to medium term.

One parent families, particularly those relying on socid welfare or low paid jobs, are dready
struggling to make ends meet. In 2006, 4 in every 10, or 67,255, lone parent households were living
below the ‘poverty line’L. Taking account of inflation, the poverty line for atypical one parent family2
in 2008 is about €295; lone parents relying on socia welfare are certain to fal below this threshold,

with basic entitlementss3 totalling €274.34 per week, over €20 below the at risk of poverty line.

Living on such low income for an extended period of time means one parent families suffer more
deprivation than other households. In 2006, almost a third, or over 55,000 lone parent households,
lived in congistent poverty i.e. their income was below the poverty line, and they could not afford to
buy basic necessities; one parent families were more than four and a haf times more likely to suffer

consistent poverty than the average. The poverty rate amongst one parent families increased in 20064.

At time of writing, it remains unclear whether it will be possible to negotiate a nationa pay
agreement. However, with 45% of those at risk of poverty, and aimost a third of those in consistent
poverty, living in a household where a least one person is employeds, it seems clear that

government policy will need to play an active role in supporting the incomes of low paid workers.

Children who grow up in poor households have a very high risk of aso living in poverty as an adult®,
— today’s poverty is a legacy of pre-Celtic Tiger Ireland. Child poverty increased in 2006: almost
96,000 children under 15 were living in consistent poverty?, deprived of the basics many of us take
for granted. We must act now to ensure that current economic constraints do not leave a lasting

legacy of poverty.

The more limited availability of resources means that it is critical that every cent spent in Budget
2009 is made to count. OPEN’s recommendations are designed to maximise the efficiency and
effectiveness of public expenditure, to ensure that those on the lowest incomes are protected — both

those reliant on social welfare, and workers struggling to make ends meet in low paid jobs.



Budget 2009: OPEN’s Summary Recommendations

Preventing Poverty

1. Increase the One-parent Family Payment by €15 to €212.80 per week;

2. Increase the Qualified Child Allowance by €12 to €36;

3. Restore Child Benefit as universal payment by removing the Habitual Residency Condition;

4, Increase the Back to School Clothing and Footwear Allowance by €75 to €275 for children
aged 2-11, and to €380 to children aged 12-17;

5. Increase Fuel Allowance by €5 to €23 per week, and the number of weeks for which it is paid
by 2 to 32;
6. Increase the rate of payment to people living in Direct Provision centres to €65 per week for

an adult and €38 for adependent child;

Supporting Low Paid Workers

7. Increase the earnings ceiling for the One-parent Family Payment by €75 to €500. Reduce the

means assessment rate from 50% to 45% and simplify the assessment by dispensing with the

use of the Rates Book (subject to a saver clause);

8. Increase the income ceilings for Family Income SQupplement (HS) by €100, and raise the rate of
payment to 70% Maintain an advertising campaign about HS and provide sufficient staff

resources to ensure that claims are processed promptly;

9. Reform Back to School Clothing and Footwear Allowance:
¢ As an interim measure, rebase the BSCFA income ceiling on the current rate of Jobseekers
Allowance plus €180; subsequent budgets should move to aign the ceilings with FIS;

e Assess income net of income tax and childcare expenses;

10. Increase the earnings disregard for Rent Supplement to €100, and reduce the assessment rate
to 60% Use the RASrent assessment for al those determined eligble for the scheme by their

local authority;

11. Raise the PRSI exemption threshold to €400 and the disregard to €150;

12.  Conduct athorough evauation of the introduction of a targeted refundable tax credit for low
paid workers, with the participation of the social partners.




OPEN’s Recommendationsfor Budget 2009

Preventing poverty

1. Adult social welfare rates

Persistently high inflation has eroded the value of basic social welfare payments. Almost €9 of last
year’s increase has been wiped out by inflation. To compensate for this, and assuming that the

Department of Finance prediction of a fall in inflation by years end, recommends that Budget 2009:

Increase the One Parent Family Payment by €15 to €212.80 per week

2. Qualified Child Allowances

Ireland’s Nationa Action Plan for Socia Inclusion (2007-16) undertakes to “maintain the combined
value of child income support measures at 33%35% of the minimum adult social welfare payment
rate”s. The principa instruments of child income support are Child Benefit, which is paid to almost
dl (see below) families, both rich and poor, and Quadlified Child Allowances, which are paid only to

families in receipt of social welfare, and therefore well targeted on the families in greatest need.

To maximise the anti-poverty efficiency of expenditure on child income support, OPEN calls on
government to focus its resources on the poorest families in Budget 2009:

Increase Qualified Child Allowances (by €12) to €36 per week

3. Child Benefit

The application of the Habitual Residency Condition (HRC)® to Child Benefit yields a minima saving
to the Sate, but continues to have a significant and detrimenta impact on the families affected.
Disallowing Child Benefit for families and separated children seeking asylum denies vital support to
particularly vulnerable children, whose parents are not alowed to work. OPEN recommends that
Budget 2009:

Restore Child Benefit as a universal payment by removing the Habitual Residency

Condition




4. Back to School Clothing and Footwear Allowance

Research commissioned by OPEN, ‘Do the Poor Pay More?10, showed that meeting the high costs
associated with sending children back to school- clothes, books, stationary, not to mention the cost
of extracurricular or after school activities such as sports and the ‘voluntary contributions
requested by schools, which parents feel under increasing pressure to pay — can be a trigger for

getting into debt.

Parents recognise the importance of children’s education, and investment in early education pays
multiple dividends in later life. The Back to School Clothing and Footwear Allowance is a vita
support to low income parents, but the payment often fals short of the actual costs faced by parents
sending their children back to school. OPEN calls for Budget 2009 to:

Increase the Back to School Clothing and Footwear Allowance by €75, to €275 for

children aged 2-11, and to €380 for children aged 12-17

5. Fuel Allowance

Rapidly rising fuel costs are causing great hardship to people on low incomes; and lone parents often
find that heat is a ‘luxury’ they cannot afford: while in 2006, amost 6% of people went ‘without

heating at some stage in the last year’, for lone parent households, the figure was amost 30%

OPEN recommends that Budget 2009:

Increase Fuel Allowance by €5 to €23, and increase the number of weeks for which the

Allowance is paid by 2 to 32 weeks

6. Income support for people living in Direct Provision

Currently 826 one parent families live in 'Direct Provision' centrestt while their application for
asylum is processed. People living in Direct Provison are entitled to a weekly cash payment of
€19.10 per adult and €9.60 per child — rates which have not been increased since their introduction
in 1999. Applications for a supplement to pay for necessities such as clothing, over the-counter
medicines, or supplementary food, are subject to discretionary decisions, and are often refused.
OPEN calls for Budget 2009 to:

Increase the rate of payment to people living in Direct Provision centres to €65 per

week for an adult and €38 for a dependent child

(Note: ‘inflation proofing’ gives a rate of €27.40 for an adult and €13.75 for a child)




Supporting low paid workers

7. One-parent Family Payment

The manner in which earned income is assessed for recipients of the One-parent Family Payment
(OFP) was designed to “cover employment related expenses including childcare and to enable lone

parents to more easily assess the implications of taking up employment or training’2.

However, the earnings ceiling a which entitlement to payment is withdrawn has failed to keep pace
with growth in earnings, and now constitutes a poverty trap. In addition, the assessment requires use

of the Department’s Rates Book, making the assessment unnecessarily complex.

OPEN s cdling for areform of the assessment, reducing the rate a which means are assessed, and
dispensing with the need to use the Rates Book i.e. the appropriate rate of payment should be
determined by deducting assessed means from the maximum rate of payment. This would require
the use of a ‘saver clause’ to ensure that lone parents on low earnings do not lose out. Reducing the

assessment rate would help to rebalance incentives in favour of increasing earned income.

Increase the earnings ceiling for the One Parent Family Payment (by €75) to €500;

reduce the assessment rate from 50% to 45%, and dispense with use of Rates Book,

protecting those on lower pay with a saver clause

8. Family Income Supplement

While it appears that advertising campaigns have been successful in encouraging the take up of Family
Income Supplement (HS), the Department has not dlocated sufficient staff resources to processing
applications, with the result that low paid workers can wait for around 8 months before receiving
this vital employment support. As research®® has found that achieving a full take up of HSwould lead
to a3 percentage point reduction in the key ‘at risk of poverty’ indicator, such delays are simply not

acceptable.

In addition, AS thresholds are not high enough to compensate for the loss of basic sociad welfare
payments, for example AS does not address the poverty trap created by the OFP earnings ceiling.
Increasing the rate a which HS is paid would aso help to enhance employment incentives. For
smaller families in particular, ASis playing a minimal role in making work pay. The current economic
climate means that wage increases for low paid workers are likely to be minimal, and such workers
have benefited little from tax cuts in recent years. If government is committed to helping people stay

employed, action to significantly enhance the value of FIS is crucial.



At a minimum, it is important that HS increases are sufficient to provide at least as much of an
increase to low paid working families as those reliant on social welfare; to enhance employment

incentives, the increase should be larger for low paid workers.

Accordingly OPEN recommends that Budget 2009:

Increase the income thresholds for Family Income Supplement (FIS) by €100 per week,

and increase the rate of payment to 70%. Maintain an advertising campaign about FIS,

and provide sufficient staff resources to ensure that claims are processed promptly.

0. Back to School Clothing and Footwear Allowance

The Programme for Government agreed in line 2007 pledges to “implement significant

improvements to the Back to School Clothing and Footwear Allowance™4,

W hile most socia welfare benefits (including the Medical Card and Family Income Supplement) use
the same income limits for families with two parents and for one parent families, the Back to School
Clothing and Footwear Allowance (BSCFA) is an exception — the income limits are substantialy

lower for one-parent families.

In practice this means that while a couple with one child could have an earned income of €27,000
and «ill be entitled to the payment (equivalent to about three-quarters of average industria
earnings), alone parent with earnings of less than €7,000 (equivalent to about 15 hours work at the
Nationa Minimum W age) will be denied entitlement; despite the fact that the couple won’t need to
pay for childcare, while this will constitute a substantial outgoing for a working lone parent. Lone
parents who are working to improve the circumstances of their families don’t benefit from increases

in the rate of payment because they are not eligible.

The income ceilings for the BSCFA are based on the current rate of Sate Pension (Contributory),
plus an additiona income disregard. Higher increases in the Quadlified Adult payment rate for
pensioners have resulted in a widening differential for one parent and two parent families. Rebasing
the means assessment on a payment for people of working age (e.g. bbseeker’s Allowance) would
ameliorate, but not eliminate the differential. For example, the current rate of JA plus a disregard of
€180 would enable alone parent with one child to work 20 hours at the NMW and remain entitled
to the payment. To bring the BSCFA assessment into line with other employment supports, the same
threshold should be used for both one and two parent families, and ideally this would be the same as
for FIS.



To honour the commitments in the Programme for Government, Budget 2009 should:

As an interim measure, rebase the BSCFA income ceiling on the current rate of
Jobseekers Allowance plus €180; subsequent budgets should move to align the

ceilings with FIS

Assess income net of income tax and childcare expenses

10. Rent Supplement

Insufficient socia housing means that one-parent families are heavily reliant on the private rented
sector. Lone parent households comprise 38% (16,795) of the waiting list for socia housing. Lone
parents are aso the largest category of socia welfare clamant in receipt of Rent Supplement (RS),
forming 24% (14,397) of all claimants.

Renta costs for lone parents are relatively high — they need at least two-bedroom accommodation,
but have to meet this cost from only one income. For lone parents who rely on the supplement, it
congtitutes one of the most significant unemployment and poverty traps in the socia welfare system:
earned income is often just not adequate to cover both childcare and rent costs, once socia welfare
reductions have taken effect.

Budget 2007 provided for important structural changes to the way entitlement to Rent Supplement is
caculated. OPEN cdlls on government to build on this progress in Budget 2009, by alowing working
recipients of Rent Supplement to retain more of their earnings, and for those eligible for the RAS
scheme, by using the RAS rent assessment to calculate the amount of Rent Supplement due.

Increase the earnings disregard for Rent Supplement to €100, and reduce the

assessment rate to 60%. Use the RAS rent assessment for all those determined eligible

for the scheme by their local authority.

11. Pay Related Social Insurance (PRSI)

Almost athird (32.4% of those in consistent poverty live in working households where at least one
person is employed!s, many of these households do not earn enough to be liable for income tax, but
most pay PRS - for example, those on average industrial earnings pay amost €20 PRS weekly. To

reduce deductions from low wages, OPEN recommends that Budget 2009:

Raise the PRSI exemption threshold to €400 and the disregard to €150

m ‘



12. A targeted refundable tax credit for low paid workers

To enhance the tools to support those on low pay, OPEN calls on government to evaluate the

introduction of a system of refundable tax credits targeted specificaly at low paid workers. This

mechanism is used as a labour market support in both the USA and the UK!é; their targeted nature

allows tax benefits to be distributed only to those who need them most, they can reinforce the value

of employment and reduce association with the socia welfare system, and can also provide support

with participation costs which can significantly reduce returns from employment e.g. childcare costs

or specific employment supports for people with disabilities.

These characteristics are al highly desirable, but particularly so in the current economic climate,

accordingly, OPEN calls on government to make a commitment in Budget 2009 to:

Conduct a through evaluation of the introduction of a targeted refundable tax credit for

low paid workers, with the participation of the social partners

What would our recommendations mean in practice?

The table below illustrates what these recommendations would mean to two different lone parents,

both with one child in primary school and living in private rented accommodation.

One is unemployed, the other works full time for the National Minimum wage

Unemployed Employed full time
Current OPEN recommends current OPEN recommends
Increase Total Increase Total
Net wage €346.00 €346.00
Adult OFP €197.80 €15.00 €212.80 €105.30 €26.73 €132.03
Qualified Child €24.00 €12.00 €36.00 €24.00 €12.00 €36.00
Child Benefit €38.31 €38.31 €38.31 €38.31
Back to Shool Allowance €3.85 €144 €5.29 €0.00 €5.29 €5.29
Fuel Allowance €10.38 €3.77 €14.15 €10.38 €3.77 €14.15




