THE IDENTIFICATION OF THE FINANCIALLY VULNERABLE IN IRISH SOCIETY

Current public policy on the financially vulnerable is a mess in the absence of research.

Suzanne Kelly

In the run-up to the most swingeing Budget of the 21st century, rarely a day passes without someone warning that “the financially vulnerable” must be protected. 

This sentiment is laudable. Every civilised society should take steps to protect its weakest members. 

The issue however is not with the sentiment; it is with the definition of “the financially vulnerable”. Who exactly are “the financially vulnerable” in Irish society and what criteria should be used to qualify for inclusion in this category? 

The reason I raise this point is because many people automatically assume “the financially vulnerable” to be unemployed people receiving social welfare payments. My contention is that while there are many financially vulnerable people on social welfare, there is another group, far more vulnerable, who receive neither social welfare nor public recognition of their plight. 

I call this group “the impoverished workers”. They have become the invisible victims of the recession as they receive scant media attention. They are usually married couples with a number of children either on a single industrial wage of €35,000 per annum or self-employed. A cursory examination of the facts shows that many in this group are financially worse- off than unemployed people on social welfare.  

This is because social welfare benefits are not just weekly cash payments for the unemployed to keep the wolf from the door. Cash payments are only one ingredient of the multiple benefits on offer from the State.  

Many social welfare recipients are entitled to a range of benefits including a monthly rent allowance and a medical card allowing free GP access and the cost of medicines up to €1,200 (and rising) per annum. In addition, the medical card acts as a gateway to numerous other benefits such as free school transport or exemptions from exam fees. (Junior & Leaving Certificate) The medical card holder is also exempt from the 2009 Income Levy and Health contribution.

The impoverished workers whose only income or benefit is their after-tax income are forced to meet all of their financial commitments out of a limited pot, without state assistance.

A simple contrast between the financial circumstances of a couple in receipt of social welfare and an “impoverished worker” couple shows the poorer couple to be the “impoverished worker”, be they waged or self- employed. 

	
	Value of cash & benefits
	Difference
	Salary to match social welfare

	MARRIED COUPLE + 2 CHILDREN    
	    €
	      €
	     €

	SOCIAL WELFARE RECIPIENT 
	35,263
	
	35,263

	SELF-EMPLOYED
GROSS SINGLE INCOME OF €35,000
(€31,175 after-tax)
	31,175
	4,688
	40,703

	EMPLOYEE
GROSS SINGLE INCOME OF €35,000
(€32,094 after-tax) 
	32,094
	3,169
	39,527


For a detailed analysis of these figures, please see the graphic below.
Considering the worse plight of the impoverished worker, it is amazing that this group do not receive more public and media attention. It is also extraordinary that public policy has forgotten them.
This is probably because it is difficult to measure the worth of non-cash social welfare benefits such as a medical card. It is also hard to get a snapshot of all the available benefits. People like me look at tax exemptions, a school principal looks at the free books allowance, the doctor looks at the number of medical card holders and the recipient looks at his cash amount.   There are a plethora of these benefits and exemptions which no one has cohesively pulled together and valued. More importantly, they are provided in the absence of any definition of the vulnerable or identification of their needs. 

The government response to the vulnerable has been indiscriminate; a full medical card here; a doctor-only card there; additional social welfare benefits here; or higher tax exemptions there.  The interaction of all these hotchpotch actions has created a deformed system, riddled with anomalies.

For example, take the removal of mortgage interest relief for tax purposes, in 2009.The intention was to cut a tax relief. The effect was to create an entitlement to a medical card because of the way medical card entitlement is decided by relying on after-tax income and a comparison with expenditure including mortgage payments 

This anomaly was never intended. 

Comprehensive research needs to take place to establish the public definition of the financially vulnerable. As part of this research all the relevant information must be gathered.  The findings can then be relied upon to guide public policy in the right direction, once the anomalies have been unraveled. 

To do this properly, the buried information on income and benefits needs to be exposed. In a perfect world, the tax and social welfare reporting including the awarding of medical cards, often gateways to further benefits and exemptions should be combined in a user friendly format.  In this Paradise, the computer would spit out lists of income, benefits, exemptions and identities. Hold on do not get too carried away! The chances of this happening are remote!  Even if there was a will to do it, a common database for tax and social welfare is ten years away!

In the meanwhile, can anything be done? Speaking to an insider recently, we concluded that it would be possible to obtain this information if, the Central Statistics Office (CSO) could be given the specific brief, with the sanction of the Department of Finance, the relevant computer programmers and help from the Departments of Finance including, in particular, the Revenue Commissioners, and the Departments of Social & Family Affairs, Health, Education and Environment. 
The available information could be gathered in less than a year. A small technical group (not representative of any interest group!) should be appointed to forensically analyse the findings so as to inform the framing of public policy on the financially vulnerable in Irish society. 

The 2009 Budget will probably be one of the most divisive in living memory! Any proposals to cut welfare benefits must be part of a longer-term vision for the poor in Irish society so that any short-term pain will have a context. 

Budgetary measures in 2009 will provide for cuts in public expenditure. Among the cognoscenti, it is generally accepted that social welfare cash benefits may be cut by 5%, 

It is probably inevitable that child benefit will also be cut where

· Means-testing is a hugely expensive option

· The taxing of child benefit is a nightmare to implement, due to the absence of a common database for revenue and social welfare. 

· Tax deduction at source creates political jitters where the tax will have to be repaid to those who need child benefit the most. 

The cut could be 10%, although a greater cut of 20% has been advocated by the ESRI, where they argue that social welfare rates should be frozen. In the absence of the research requested here, it is impossible to rigorously assess the ESRI proposal to cut the child benefit by 20% instead of any cut in social welfare rates. It seems to push the impoverished workers into further poverty.

The announcement of  urgent and formal research to identify the financially vulnerable in Irish society with the object of shaping better public policy in the future indicates a serious intent to deal with poverty which might make any cuts much more palatable for those canvassing for the poor,  particularly where they have been clamoring for this analysis for years.

The cause of the impoverished workers cannot continue to be ignored for the following reasons; 

· To leave things as they are generates tension between the impoverished workers and those in receipt of social welfare. There were mutterings, in September of this year, amongst hard-pressed working parents when some of the children of social welfare recipients were told that they qualified for book allowances. Social disharmony, like this, must be tackled. 

· A social welfare package, where the cash and benefits exceed wages will stop potential staff going back to work when the economy lifts.  Recently, IKEA said that it had difficulty engaging employees during the recession as the social welfare package was, in some cases, more advantageous than the wages on offer. This is dangerous to the well-being of the Irish economy.

· With the move to introduce a wider tax base, as promoted by the Commission on Taxation,  exemptions from say water rates or bin charges for those in receipt social welfare skew the system further against the worker, on whom top dollar is levied at every opportunity.

The best way to advance the debate on protecting the financially vulnerable is to identify the information to define the financially poor in Irish society. In the absence of this information, phrases such as “the vulnerable”, or “the inviolability of all social welfare payments” and “the working poor” become political footballs to be tossed around, in a meaningless way, at elections or Budgets. They do not identify the financially vulnerable, be they working as employees or self-employed, or not working and in receipt of benefits. Current public policy on the financially vulnerable is in a mess in the absence of research. It certainly does not cherish all the vulnerable equally. There is an opportunity to get it right, if the Minister is of a mind to do it.

THE END   
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THE GRAPHICS
* A couple in receipt of weekly social welfare benefits, (weekly cash of approximately €392), where they have two children, living in Dublin and receiving a monthly rent allowance of €1,014 and, where they have an entitlement to a medical card and ancillary benefits 

	Weekly Receipts
	
	Annual

Receipts

	
	€
	€

	Social Welfare Allowance
	
	

	Applicant
	204.30
	

	Dependent
	135.60
	

	2 Children 
	52.00
	

	Total


	391.90
	20,379

	Rent Supplement

€1,110-€96 = €1,014 monthly

	
	12,168

	Back to School Allowances 


	
	586

	School Transport


	
	400

	School Books (Est.)


	
	200

	Medical Card 6 x €55 

	
	330

	Medicine


	
	1,200

	TOTAL


	€678 weekly
	35,263

	Add Child Benefit (2)

€332 x 12
	
	3,984

	New Total

	€775 weekly
	40,261


In addition there is an entitlement to an exemption from waste charges.
* A couple with two children and a single gross annual income of about €35,000, where they pay tax and where they have no entitlement to a full medical card, ancillary benefits or Family Income Supplement

	
	€
	€

	Impoverished Worker Couple:

Self-Employed 
	
	

	Total Income 
	
	35,000

	Tax @ 20%
	7,000
	

	Less Credit 
	
	

	Married allowance 
	3,660
	

	Mortgage relief 
	2,100
	

	Net Tax Due
	1,240
	

	Add income levy 2%
	700
	

	PRSI & Health 

6.333% of €35,000  
	2,215
	

	Total


	4,155
	(4,155)

	Net after Tax
	
	30,845

	Add GP Visit Card
6 x €55
	
	330

	New Total
	€599 weekly
	31,175

	
	
	

	Add Child Benefit (2)

€332 x 12
	
	3,984

	New Total


	€676 weekly
	35,159


	
	€
	€

	Impoverished Worker Couple:

Employee 
	
	

	Total Income 
	
	35,000

	Tax @ 20%
	7,000
	

	Less Credit 
	
	

	Married allowance 
	3,660
	

	PAYE Allowance 
	1,830
	

	Mortgage relief 
	2,100
	

	Net Tax Due
	NIL
	

	Add income levy 2%
	700
	

	PRSI & Health 

4% of €28,396  

4% of €35,000
	2,536
	

	Total


	3,236
	(3,236)

	Net after Tax
	
	31,764

	Add GP Visit Card

6 x €55
	
	330

	New Total
	€617 weekly
	32,094

	
	
	

	Add Child Benefit (2)

€332 x 12
	
	3,984

	New Total


	€694 weekly
	36,078


NOTES 

Assume the most beneficial mortgage interest credit €10,500 @ 20%
Assume six GP Visits in the year.

At less than €590 per week, Family Income Supplement (FIS) is available i.e. at €580, FIS amounts to €6. Only available to employees and not the self- employed
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