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Government has committed itself, both in the social partnership agreement Towards 2016 and in the
National Action Plan for Social Inclusion 2007-16 to a vision of “an Ireland where all people of
working age have sufficient income and opportunity to participate as fully as possible in economic
and social life and where all individuals and their families are supported by a range of quality public

services to enhance their quality of life and well-being”.

However, for far too many one-parent families, that vision remains a dream. For one-parent families
relying on social welfare, poverty is almost inevitable - while the weekly social welfare payment
available to a lone parent with one child is €248, the poverty line for such a household is currently

equivalent to €281, leaving such families reliant on social welfare with a weekly shortfall of over €30.

More than 77,000 one-parent families live below the poverty line. The risk of consistent poverty for
one-parent families is almost four times higher than the average. 51,466 one-parent families live in

consistent poverty; almost 85,000 children live in those households.

Research published by OPEN and EAPN' has shown that many remain trapped in this poverty, unable
to afford to take up employment. Nor can we simply assume that a job is a way out of poverty - almost

a third of those living in consistent poverty are in working households.

OPEN's submission to Budget 2008 is focused on measures to move us closer to realising the vision
of an Ireland where everyone can afford to participate meaningfully in social and economic life. It aims
to ensure that those without employment are not consigned to consistent poverty, and to make work

pay for those who are employed.
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Budget 2008: Summary Recommendations

Providing a participation income

1.

2.

Increase the One-parent Family Payment by €20 per week

Increase the Qualified Child Allowance to €35 - in line with the NARPincl commitment to 35% of

adult rate

Restore Child Benefit as universal payment by removing application of Habitual Residency

Condition

Increase the rate of payment to people living in Direct Provision centres to €60 per week for an
adult and €35 for a dependent child

Supporting working families

5.

Increase the earnings disregard for the One Parent Family Payment (by €103.50) to €250; and
the earnings ceiling for the (by €100) to €500 - restoring them to their original levels of

approximately 40% and 80% of average industrial earnings.

Increase the income ceilings for Family Income Supplement (FIS) by €60, and raise the rate of
payment to 70% In addition, provide for automatic processing of FIS payments where the
required data is already retained in the tax and social welfare systems. Resource and

implement a long-term high profile long-term media campaign to encourage take-up of FIS.

Reform Back to School Clothing and Footwear Allowance:

e Use same Family Income Supplement income threshold for both one parent and two parent
families, thereby enabling low paid working lone parents to remain eligible for support

e Assess income net of income tax

¢ Increase the payment rate (by €70) to €250 for younger children and (by €65) to €350 for
older children

Raise the PRSI exemption threshold to €350 to exclude minimum wage workers, raise the
ceiling for low paid workers to €500, and the disregard to €150

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.
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OPEN’s Recommendations

1. Anincome sufficient to participate in economic and social life

The National Economic and Social Council “supports the deliberate development of an Irish form of
Denmark’s ‘flexicurity’. In this ... generous rates of welfare payments in the short term are combined
with high quality employment services™: “minimum payment rates are adequate not just to cover

»ll

basic subsistence needs but also to buttress satisfactory social participation™.

However, Irish social welfare rates fall far short of the provision in countries with high rates of
employment participation, such as the Danish flexicurity model. Researchv shows that in 2004,
Denmark’s rate of Unemployment Benefit was equivalent to 147% of the poverty threshold, while the

equivalent in Ireland was just 65%.

Such countries also perform much better in relation to child poverty - the same research shows that
while in 2004 Ireland’s risk of child poverty was 22%, in Denmark the risk was 9% “A key factor in
explaining this is that the income situation of children depends on the total income package received

by their parents, not just on the elements which are related to the presence of children”.

1.1 Adult social welfarerates

While relatively generous increases in basic social welfare rates in recent budgets were very welcome,
continued increases are required to ensure that Irish social welfare rates achieve even a minimum
level of adequacy: the poverty line is currently equivalent to €211 for a single individual; the adult rate
of payment is €185.80. To maintain and continue the progress made in recent budgets in improving
the adequacy of the social welfare system, OPEN recommends that Budget 2008:

1. I ncrease the One Parent Family Payment (by €20) to €205.80 per week

1.2 Qualified Child Allowances

Ireland’s National Action Plan for Social 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”v.

The principal instruments of child income support are Child Benefit, which is paid to almost all (see
below) families, both rich and poor, and Qualified Child Allowances, which are paid only to families in
receipt of social welfare, and therefore well targeted on the families in greatest need. While Child
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Benefit payments have been increased very significantly in recent years, Qualified Child Allowances

have only been increased once since 1994, in Budget 2007.

85,000 children live in poverty in one parent familiesvi. OPEN calls on government to focus its

resources on the poorest families in Budget 2008vii:

2. Increase Qualified Child Allowances (by €13) to €35 per week

1.3 Child Bengefit

The decision in 2004 to apply the Habitual Residency Condition (HRC)Vii to the Child Benefit payment
yields a minimal saving to the State, but continues to have a significant and detrimental impact on the
families affected. Routine denial of Child Benefit dramatically reduces the cash income of families and
separated children seeking asylum. These children are particularly vulnerable, as their parents are not

allowed to work. OPEN recommends that Budget 2008:

3. Restore Child Benefit as a universal payment by removing the Habitual

Residency Condition.

1.4 Incomesupport for peoplelivingin Direct Provision

Currently 724 one parent families live in 'Direct Provision' centresix while their application for asylum is
processed. People living in Direct Provision 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. To pay for
necessities such as clothing, over the-counter medicines, and supplementary food, their only option
open is to apply for Exceptional Needs Payments under the Supplementary Welfare Allowance system,
where the decision to grant payment is wholly at the discretion of the Community Welfare Cficer, and
where applications are often refused. These families deserve to be treated with dignity while the Irish
state processes their applications for asylum. OPEN calls for Budget 2008 to:

4. Increase the rate of payment to people living in Direct Provision centres to
€60 per week for an adult and €35 for a dependent child

2. Supporting wor king families

Government has stated that it aims to increase lone parents’ participation in employment. However,
for many lone parents getting a job can mean a fall in their income, once withdrawal of income
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supports and costs such as childcare have been taken into account. If government is serious about
this objective, it must ensure that a system of in-work benefits is in place to make work pay - even if

that work is low paid.

OPEN’'s recommendations are intended to tackle the unemployment traps that can prevent people
moving into employment, and in particular, these proposals support Government’s stated aim of

increasing lone parents’ participation in employment as an effective route out of poverty.

2.1 One-parent Family Payment

The One-parent Family Payment (OFP) includes an earnings disregard and ceiling, which were
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”™.

However, since the payment was introduced in 1997, the earnings disregard and ceiling for the One-

parent Family Payment have fallen substantially out of line with increases in earnings.

OFP earnings disregard and ceiling relative to Average
Industrial Earnings
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In the ten years since the OFP was introduced, the value of earnings disregard has fallen from
approximately 40% of average industrial earnings to only 23%, while the earnings ceiling has fallen

from approximately 80% of average industrial earnings to just 63%.

The earnings disregard, “the main component of the employment support policy for lone parents in
receipt of the OFP™, hasn’t been increased since its introduction in 1997. Given the high cost of
childcare, which lone parents must pay from just one wage, it is critical that these relativities are
restored to support the objective of making work pay for lone parents.
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5. Increase the earnings disregard for the One Parent Family Payment (by
€103.50) to €250, and increase the earnings ceiling (by €100) to €500

2.2 Family Income supplement (FIS)

The take-up rate of Family Income Supplement (FIS) is estimated to be as low as 30-40%, but the
payment has the potential to play a much greater role in making work pay: researchxi has found that
achieving a full take up of HS would lead to a 3 percentage point reduction in the key ‘at risk of

poverty' indicator.

While some positive steps have been take to increase the take up, more pro-active strategies could
also be employed, such as automatic award of the payment where the information to determine
eligibility is already retained in the tax and social welfare systems. In addition, enhancing the value of
the payment would further incentivise take-up, accordingly we recommend that Budget 2008:

6. Increase the income thresholds for Family Income Supplement (FIS) by €60
per week, and increase the rate of payment to 70%. In addition, provide for
automatic processing of FIS payments where the required data is already
retained in the tax and social welfare systems. Resource and implement a
long-term high profile long-term media campaign to encourage take-up of
FIS.

2.3 Supporting families with school-age children

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

improvements to the Back to School Qothing and Footwear Allowance i

While most social 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 substantially 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 still be entitled to the payment, a lone parent with earned income as low as €7,000 will be denied
entittement: lone parents with more than 15 hours work a week at the National Minimum Wage do not

qualify for the payment.
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Earned income vfgh%arl:e ZI\?Mk{/rvS 3I\?MPUVS 2(2\|r|]zrs 4I\?thr\? 3(2\|r|]zrs 4(2\|r|]£rs
Weekly earnings 173.00 259.50 309.40 346.00 464.10 618.80
BSCFA limit, couple 1 child 470.80 470.80 470.80 470.80 470.80 470.80 470.80
Couple entitled? YES YES YES YES YES YES NO
BSCFA, lone parent, 1 child 331.30 331.30 331.30 331.30 331.30 331.30 331.30
YES NO NO NO NO NO NO

Lone parent entitled?




