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Executive Summary

9ESQOdzi A @S { dzY Y I NE

Introduction

Following acompetitive tender the Department of Employment Affairs and Social Protect{BfeASP
commissionedindecon International Research Economists to complete this independent repothe
amendments to theDne-parent Family Payment(OFP)

This decision tcommission this report was included in the Social Welfare Act,20i6hA y RA OF G Sa G KIF 4 ¢
Minister shallcause to be prepared a report on the financial and social effects of the amenditoefise

parent Family Paymersince 1 January 2012, taking irdocount the effects on welfare dependency and the

poverty rates of those in receipt @neparent Family Paymerit.

Against this backgrounthe key elements specified in the terms of reference for this preliminary assessment
were to examine the following:

- Impact on Welfare Dependency and Employmentd
- Financial and Poverty Effects.

The analysis also considers the social impantfuding factors such as educatiae|fconfidenceand overall
wellbeing

Background to the Oné>arent Family PolicReforms

The background to th©neparent Family PaymerOFPYeforms was outlined in the invitation to tender and
indicated that the(OFP) scheme has played an important role in providing income supplohéoparent
since its introduction in 1997However, in the past, income support fasne parents involved limited
engagementetweenthe Departmentand OFP recipients. Thenconditional nature of the OFP payment,
coupled with its very long duration, engendered lelegm social welfare dependencynd associated
poverty, among manjone parens and their children.

AAAAAAAAA

Despite significant levels of State spendingame pareni 2 ¢ KA OK SEOSSRSR em 0AffA2Y
until 2012,lone parent continue to be significantly more at risk of povertynmared to the population as a

whole. The most recentigures from 2015 CS@i$ey on Income and Living Conditiond_(palso show that

being at work reduces consistent poverty by three quartersdoeparents.

The need to tackle lonrterm social welfare dependency, aadsociated poverty, among ofparent families

in Ireland through an active labour market activation policy was addressed in detail IOEGD report
G.roASa FyR .2aaSay twSQo2yfGrtoAiy 3 22N] YR CIF YA
The policy objective of th®neparent Family Paymersicheme reforms introduced in the Social Welfare and
Pensions Act, 2012, was to reduce ldagn social welfare dependency, and associated poverty, by ending
the expectation thatone parenswill remain outside of the workforce indefinitely.

In parallel to the implementation of thes&ructural objectives, there were Exchequeglated factors which
required savings across all expenditure categories. Separate to theekged policy reforms, additional
measures were introduced to the OFP scheme in order to meet these cost saving requirements.

Indecon Indecon International Economic Consultants i



Executive Summary

OFP and Changes to the Scheme

The reforms to the OFP schemere implemented on a phased basieginning from July 2013. The age
thresholds at whicHone parens become no longer eligible for the payment were reduced every year from
2013 to 2015. By July 201Be age thresholdor the youngest childvassevenyears of age for OFP recipients
but there were a few exceptions in the case of bereavement of a spouse or pastrfer those in receipt of
half-rate carer@ allowancelt is also relevant to note thdhe process of reaching theevenyear age threshold
varied for different cohorts @ lone parens, depending on when they first began receiving OHfe. table
below outlinesthe changing age thresholds between 2013 and 2015 for the different cohdds@fparens.

The reduction in the maximum age limit of the youngest child for rea#fipthe OFP was applied to new and
existing customers on a phased basis and affected customers from July 2013. The changes were originally
planned to be implemented from January eackar over the period 2022015;however, this was moved to
July of eachear.

Nature of OFP Policy Reform#&laximum Age Thresholds From 2013 to 2015

Payment of OFP ceases when the youngest child
reaches these maximum age thresholds:
From From From
4 July, 2013 3 July, 2014 | 2 July, 2015
If OFP payment commenced before 2pril,
2011 17 16 7
If OFP payment commenced between 27 Apr 12 10 7
2011, and 2 May, 2012
If OFP payment commenced on or after 3 Mg
10 7
2012
SourceDEASP

Lone parents whose eligibility for the OFP scheme ends as a result of the age changes can transition to other
social welfare income support.he majority of customer&ransitions were to the Jobseekeé® Transitional
Payment (JST), JobseeRehllowance (JA) and tik&mily Income Supplement (FIS).

Apart from the changes to the age thresholds outlined above, a number of changes were made to the income
disregardsfor the OFP over the period from 2012 to 2016.Budget 2012, from 1 January 2012 ,was

announced thathe OFP scheme earnings disreganalild bereduced on a phased basis over five years, from
emncd®pn LISNI 68S1 (2 emon LISNI 6SS1s (G2 emmn LISNI 6SS]
HaMpZ YR (G2 ecn LISNJ 6 S S |pieritsyHoweven, thE changespropSsed fdr 3006 SEA & G
and 2017 did not take place andtheCt { OKSYS Ly O02YS 5AaNB3IFNR 6Fa YFAYyQl
2015.

Recent Labour Market Developments

It is useful to place the changes to the OFP scheme indhtext of developments in the Irish labour market.

This is particularly important in assessing the continued relevance of the changes to the scheme since 2012.
The number of people on the Live Register in Ireland has fallen from 470,284 in July 2G1 bte(j268,000

in June 2017. This indicates that major ches have occurred in the Irigiblour market since the reforms of

OFP were first introduced.

Indecun Indecon International Economic Consultants ii
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Employment and Unemployment Levels in Ireland (262017)
Number of People in Employment Number ofPeople on the Live Register
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Source: Quarterly National Household Survey Source: Live Register Data

Methodological Approach to the Review

As part of this project Indecon has implemented a rigorous evidéased methodology tandependently
evaluate the impact of the OFP policy reforms. The analysis includes:

C Quantitative analysis of data sources;
C Major survey of OFP recipientmnd
C Econometric methodologies to estimate the marginal impact of the policy reforms.

In addition,Indecon consultd with a number ofstaff in activation centres dDEASRo understandaspectof
the implementation of the policy.

The datasets utilised in our analysis include:
C The Jobseekers Longitudinal Database (JLD);
Child Benefit data provided HYEASP
Data on Carers Allowance, Disability Allowance and Basic Supplemantifjelfare Allowance;

Activation and Case Management Data frOBASP

O 0 0 0

Data on earnings from employment from the Revenue Commissioaeds;
C The EU SILC RMF dataset.

As part of our anabis Indecon felt it was very important to directly obtain inputs from individuals who were
impacted by OFP. Indecon decided to undertake a very {segke survey exercise to capture the views of
these individuals. The survey was circulated to 33,000 itegaindividuals with a particular focus on those
individuals who did not transition to JST, as thesre more likely to have seen a material change in their
financial circumstances as a result of the policy reforms.

Indecon received 3,684 survey responfesn individuals who were impacted by the change in policy. The
results represent one of the igest surveys undertaken of ofparent families in Ireland and represents an
authoritative source of evidence on the impacts of the policy changes. This intfommmuch more valuable
than anecdotalevidence.

Indecon ale conducted interviews with a nhumber efaff members irDEASRNd in the activation centres
around the country whdad experience of dealing with OFP recipients and those impacted by the etiang
OFP policy.
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Executive Summary

To estimate the marginal impact of the policy reforms on each of the key metrics of interest, Inaédisau

a number of sophisticated econometric techniques. These econometric methodokttpespt to assess the
impact of the policy refrms, holding all other factors equdthis is because of the importance of assessing
outcomes compared to aounterfactual; in other words, what would have happened in the absefdahe
policy. Econometric estimation is generally needed to estimate the net impact of labour market policy
reforms, because of a number of factors, including: the alternative of what labour market outcomes would
have occurred otherwise must be controlled for; outconmeay be correlated with aspects that determine
the impacted policy cohort and other soeilemographic variables e.qg., finding a job, age of the youngest
child, and education level.

One of he main econometric modslsed is theDifferencein-DifferencegDID) method.In thismodel,there

is a time trend, and a time period after which treatment occurs. The first differencing of the variables will
remove the time trend. A second differencing between treated and-meated groupswill control for
differences in the means of treated and ntneated groups. The variables can then be used to estimate
outcomes with respect to explanatory variabkesd measure the impact versus a counterfactual scenario

Welfare Dependency and Employment Impacts

The polig objective of theOne-parent Family Payment scheme reforms was to reduce laiegm social
welfare dependencgnd associated povertyt is therefore important as part of our analysis to examine if the
OFP policy reforms decreased welfare dependency amdhggopulation ofilone parens and whether the
policy resulted in an increase in employment.

As background context to examining the impact of the policy reforms on employment and welfare
dependency, it is useful to consider the range of supports provided to OFP recipients to assist individuals to
reduce welfare dependence and increase employm8oine of these activation supports are being rolled out
over time and so not all of those who lost OFP payments due to the policy change will have had access to
these services to daté-or those who lost OFP due to the policy change approximatehfifth had engaged

with DEASPThe figures show thaine-to-oneengagement or individual follovwn engagement accounted for

7,709 engagement activations and thexere an additional 3,651 individuals who participated in activation
group engagement.

Since the orimpal changes were made DFPa number of other supporting measures have been introduced
including the Back to Work Family Dividend which provided financial supptreiperiod after 5 January
2015to certain families with children who take up employmemtselfemployment. Our analysis shows that
many individuals who lost OFP were assisted from this initiative. For example, 26.4% of individuals who lost
OFP in 2015 obtained this payment.

Individuals who lost OFP providlssights to Indecon on their expences withthe supportandadvice from

the Department following the changes to the OFP. Almmst-third of respondents reported that they
received information on employment programmes and training or education opportunities while 18%
reported they receied advice on preparing a personal development plan.

Indecon alsasought the views of onparent familieson their perception ofhelpfulness of the information
and service provided by thBepartment. 37% of individuals found the information and servicipfudvery
helpful at the time their OFP ended but 308dicated theydid not find the service to be helpful.

The objective of reducing welfare dependency and employment will be influenced not only by the activation
support services provided but also byetengagement afhe individualin education and training. As part of

this study we askedhose who lost OFRvhat impact, if any, it had on their involvement in training and
education and employment. The results show that 39%omé-parent families suggesd the changes
encouraged them to consider education, training or an employment programme, but foit ¥89% suggested

that the changes discouragedakeoptions. The results suggest that the changes are likely cartoal to have

a positive impactn enmuraging a percentage of OFecipientsto enhance their skills via education or
training.
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Indecon sought the views of individuals on wirapacteducatioritraining hal on their family circumstances.

The majority of respondents suggested that tha@ucation training hd positive impacs including acquiring

new skills, improving confidence, making friends, encouraging children to want to study and improved overall
wellbeing.

In considering welfare dependency it is important to take account of #lileodlifferent welfare payments. For

example manyindividualswho lost OFP arlikely to have transitionetb the JSTpaymentor to have obtained
W26aSS1SNRa . S\Std haille benblfited ffofm dthidr ufpdrts such as FIS (Family Income
Supplemg G0 . ¢2C5 6.1 01 G2 22NJ] CI YAt éDisabiigAlBvayc®ors 2 NJ / !
basicSupplementary Welfare Allowance (SWA)

Amongst those who k&t OFP due to the policy changeerage OFP payments fell sharply between 2013 and
2016,but aslone parens transitioned from OFP onto other social welfare payments, avesadfare income
from JST, FIS and BTWFD, increagguificantlysuggesting that some of the OFP reductions were met by
other social welfare supports.

An analysis of those vehlost OFP shows that welfare dependency rates fell in the year after individuals lost
OFP. The evidence also shows that the reduction in welfare dependency declined each year after the OFP was
lost. For example, those who lost OFP in 2013 sagdactionin welfare dependencyrom 74% in 20130

63% in 2014. This declined further@0%in the following year and 56% in 2015.

The new survey evidence also shows that the changes caused 46% of individuals to look for new employment
51% reported that as a result of the changes they looked for more hours of wéy policy objective of OFP
changes was to increase employment bge-parent families. The employment position of individuals
surveyed when they were in receipt of the OBRgws that only 15% were in fdime employment and 66%
indicated they were in pafime employment After the OFP, a greater proportion of respondeinésl secured

in full-time employment. The reported experience of individuals to the Indecon surveyesigghthat after

the OFP ended the percentagéio had obtainedull-time employment increased from 15% to 22%.

The positive impact of employmeribr the financial and notfinancial wellbeing of individuals and their
familiesis evident from the Indecon surveylhe majorityof individuals indicated that employment helped
them make more money, develop new skills, improve their confidence, make new friends and improved their
overall wellbeing and the wellbeing of their childteFhis highlights the appropriateness of policies aimed at
supportingone-parentfamilies to obtain employment.

Indecon Survey of Customers Affected by tbmeparent Family Payment Change®verall

Impact of OFP Payment Changes

Please give your viewsrohow the changes .
. Neither
to the OneParent Family Payment have Strongly . Strongly
. Agree | Agree nor | Disagree .
affected you and your family. The changest| Agree . Disagree
Disagree
hCt X
Caused me to look for new employment 14% 32% 31% 17% 7%
Caused me to givep my job 3% 5% 28% 39% 24%
Caused me to look for more hours of work 18% 33% 28% 15% 7%
Caused me to reduce my hours of work 3% 6% 32% 36% 23%
Source: Indecon Confidentialivey of Customers Affected lifie Oneparent Family Payment Changes

Individuals were also asked to indicate how they expect things to change over the next three years in terms
of their employment situation. 3% expected that their employment situation would change for the better
over the next three years bi3% felt it would get worse.
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Executive Summary

The next table showsvidence fromthe JLDF aSR 2y wS @Sy dzS dnz2h¥ Wsk indhe2 y SN &
percentage of people who reported earnings from employment amongst those who lost OFP due to the policy
change. 60% of those whaost the OFP due to the policy change reported earnings from employment in 2016.

This compares with 44% of those who remained on OFP.

Percentage with Earnings from Employment

Year Those who Remained on OFP Those who Lost OFP due to Policy Chang
2013 47% 49%
2014 45% 52%
2015 44% 55%
2016 44% 60%
Sourceindecon analysi®f Revenue Commissioner data included in JLD

It is not suggested thathe survey results can prov@FP changes on their own explaive differences in

employment outcomesTheresults however,suggess that OFP changeare likely to have had a positive

impact on employmentThis is confirmed by aamnalysis of employment earning$individualswho lost OFP.

¢CKS LINPLRNIA2Y 2F (K2aS Ay SyLtewnxSyian NBIIRINLWWEY SH N3/ 2
in the years following the loss of OFP. Thigely to reflect the fadhat the loss of OFP resulted in individuals

working more offinding better paying employment.

Indecon also analysed quantitative evidence on &verage earnings from employment of those who kept

OFP and those who lost OFP due to the pali@ange Individuals who lost OFP due to the policy change had

F @SN 3S SINYyAy3a 2F e€et1ZIptc AY Hnamc O2YLI NBRTHe2 SYLIX 2
average employment earnings of those who lost OFP due to the policy change increased significantly between

2013 and 2016.

Average Earnings from Employment who Kept or Lost OFP (:Z0l®)

2013 2014 2015 2016
Kept OFR20132016 enzpy enzno ENZHN ENZHN
Lost OFP due to policy change ENZynN €EpZod €ECZHO ETZPT
Source: Indecon analysig Revenue Commissioner data included in JLD

The average employment earnings include those who had no employment as well as those who were
employed either fultime or parttime. It is therefore useful to examine theverageearnings ofonly those

who had some employmenthe next tableexamines the difference in average earnings amottgstgroup
separated by thos&vho kept OFP between 2013 and 2016 and those who lost it at some stage during those
years. Those who lost OFP due to the policy change sawettmgiloymentearnings increagkby 29.7% over

the four-year period.
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Average Earnings from Employment of Those who Kept or Lost OFP Who Had Some Employment

2016)
2013 2014 2015 2016
Kept OFP 2012016 € hbXpy €edpInm € hbZpwm € pzcT
Lost OFP due to policy change €EPxITT EMNZO EMMZO € MHZXC
Source: Indecon analysi$ Revenue Commissioner data included in JLD

In order to estimate the impact of the policy reforrmempared to a counterfactualndecon utilised a range

of econometric methodologiesVe estimated models for dependent variables defined both continuously and
in terms of a discrete welfare dependency threshditie results of the estimation are presented in the table
below. The ATET is the average treatment eftecthe individuals impacted by the changesThe overall
(continuous) welfare dependency rate is estimated to be reduced by the palibpth the DID and RDD
models The impact was estimated at between a reduction of 3% and 4% on the overall welfare dependency
rate. TheDIDmodel suggests an impact of reducing the welfare dependency rafeunpercentage points.

All of the econometric models find a negative impact on the probability of having a welfare dependency rate
of greater than 50% or of 100%. Our main econometric medgtests a 16% reduction in the probability of
being more than 50% welfare dependent and a 3% reduction in the probability of being 100% welfare
dependent.The results were all statistically significant which is indicatedddg type in the tables.

Ecorometric Evidence on Impact of Policy Reforms on the at Welfare Dependency

Difference in Regression
Difference Discontinuity
Model Dep Var Margﬁ;%pact Marg)iArEIE-irnlwpact
WDR -4.1% -3.2%
I.WD_50 -16.1% -4.7%
I.WD_100 2.7% -2.2%
Source: Indecon analysis of JLD

When looking at the impact of the policy reforms on employment, Indedsomodelled a number of relevant
dependent variablesdefining a number of discrete outcoma&/e examined the impact of the reforms on the
probability of the individual being employed in a given year, and the probability of being in employment with
SFNYyAy3a 2F Y2NB (KIYy e€ewZIpnnI epZnnn emnznann | yR
the probability of beingmployed(at dl) or employed with earningsver the threshold can then be estimated.

The results are presented in theext table. The models suggest that the policy reforms incrdatbe
probability of those impacted being employed in subsequent years by between 2@&adthe models also
suggest that the policy reforms increase the probability of the individuals being in employamehihcrease

the probability an individual hasarningsovert f £ G KS (1 KNB A Ke BRGperafnN® Y euvXpnn 0

€ M|
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Econometric Evidence on Impact of Policy Reformstloe Employment Earnings

Difference in Regression
Difference Discontinuity

Model Dep Var Marg/iArEIE?; pact Marg/io;;l;lllz-irnlwpact
Emp Earnings 3.3% 2.2%
Emp Earnings > 2.5 3.3% 2.3%
Emp Earnings 5 3.4% 2.6%
Emp Earnings > 10 4.5% 3.5%
Emp Earnings > 15 6.3% 2.8%
Source: Indecon analysis of JLD

Our analysis shows that the OFP reforms have been successful in increasing empl@angngsand in
reducing welfare dependency. Despite this findiagd while accepting it is too early to examine the overall
longterm impacts, a potential concern is that many of those who lost OFP remain unemployed or are in the
low paid or parttime employment A key challenge for policymakers is to adsist parens to become more
integrated into the Irish labour market.

Financial and Poverty Impacts of Policy Reforms

Overthe longer term the positiveimpactsof the changes on employmerif,sustained offer the potential to
enhance the financial position @ne-parentfamilies and to reduce the risks of poverdyd to have other
social benefitsHowever, it is also important to consider the short tefimancial andooverty impact on loan
parents.

Aspar2 T Ly RS O afjhdMvidualsadizdg@ip the OFP Changes, obtainedtheir views on the changes

in their personal financial circumstanc@s the period afterthe OFP changes. Just over half (53%) of
NBaLR2YyRSyGa AyRAOI ( SaRsituation got alitdeSvbrahugh worsef stic@ &he changes v O A

to the OFP while 27% saiddid not OK I y3S GKSANI FAY I yOALf aAddz GA2y | yR
situation had gaien better. It is important to note that these changes may have been for various reasons and

not simply due to OFP reform.

Indecon Survey of Customers Affected by tbmeparent Family Payment Changes

Please tell us about how you feel things have changed
sincethe time the OFP changes first affected you.

a® FrYAftedua FAYFIYyOAlLf &aAddzd GA2yX

% of Respondents

Has gotmuch better 5%
Has got a little better 15%
5ARY QG 3ASG o0SGGUSNI 2N 62NAES 27%
Has got a little worse 27%
Has got much worse 26%

Sourceindecon Confidential @vey of Customers Affected lifie Oneparent Family Payment Changes
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Respondents were also asked to indicate how they expect things to change over the next three years in terms
of their T | Ys\fihadidial situation. Theesultsindicated that 41% of individuals believiat their family
financial positiorwill improve over the next three years while 30% felt it would not changethadalance
percent felt their family position would get worse. The results suggest more positieretiopns for thér

future financial situation compared to what has occurred since the OFP changes were made.

Indecon Survey of Customers Affected by tBme-parent Family Payment ChangesViews

on How they Expect Their Financial Situation to ChangerQklie Next Three Years

Please tell us aboutéw you expect things to changever the

next three years % of Respondents
a® FrYAfedua FAYFIYyOALt araddzZ GA2yX

Will get much better 14%

Will get a little better 27%

22y Qi 3SG o0SGUGSNI 2NJ 62NAS 30%

Will get a little worse 14%

Will get much worse 16%

Source: Indecon Confidentialivey of Customers Affected lifie Oneparent Family Payment Changes.

Indeconexaminedempirical evidence on the changes in the incomes of these have been impacted by
OFP A key issue is whethany increase irmployment earnings have as yet been sufficient to compensate
for any decline in social welfare incomeghe figures indicate that in 201Bcomes of those who lost OFP

due to the polcy changes were similar to those who had remained on OFP over the period. However, it should
be noted that there are likely to be differences in other characteristics between these groups including
parental age and age of childrewhichimpacton incomes

Average Total Income (2013016)

2013 2014 2015 2016
Those who remained on OFP EMPZIN €EMpPXIY €MCZY €MYyZI
Lost OFP due to policy change EMPEIM EeMPEIM EMYZY €MYyZT
Source: Indecon analysis

Our findings demonstrate thathe impact of OFP ok Yy R A @ finRndi#l inédoMewaried andthe results
indicatethat 52% of individuals who lost OFP in 2015 faced no loss in total ingavhde 48% experienced a
loss in income. A particular concerrthig percentage of individualwho experienced a ddime in income.
Ways of assisting these more individuals to increase their employieetenhance incomeis something
which merits particular attention.
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An analysis of the incomes of those who lost OFP compared to those still on OFP by number of children is
presented in the table below. Not surprisingly given how social welfare sugstrtctured, the figures show

that average incomes for both groups meehigher for families with more children. For families with three or
fewer children those who had lost OFP haw averagehigher total incomes when compared to their OFP
comparators.

Income and Earnings from Employment of Existing and Former OFP Recigjients

2016 by Number of Children

Still on OFP Lost OFP
Children Average Total Income Average Total Income
1 Child 16,005 17,026
2 Children 17,676 18,639
3 Children 19,665 20,265
4 or more Children 22,791 22,277
Source: Indecon analysis

Having examined the available evidence on the impact of the policy refomtke financial wellbeingn
individuals, we now turn to look at the related issue of impact of the reforms on thefis&verty.Owing to

the fact that persons who qualify for the OFP ameanstested, this group of individuals are likely to have
experienced deprivation and risk of poverty prior to any policy chafpsiscg 8 A aGSyd A GK LYyRSO
survey evidencevhich shows that across the range of categories there was a high proportion of respondents
who reported they could not affordasic items of expenditurdéefore the OFP changeBata on the
proportion of respondents to the Indecon survey who were unablafford each of the items before any PF
changeglemonstrates that recipients of the OFP experience relatively high rates of deprivahisrsuggests

that simply leaving individuals on current OFP payments will not address the risks of poverty for these
individuals.The figures also indicate an increase in percentage who were unable to afford the items in the last
twelve months.

Indecon Survey of Customers Affected by tBmeparent Family Payment ChangesExperiences of

Deprivation before the OFP Changes versus in Last 12 months

Please tell us if, before the OFP changes sintddnuary % Unable to Afford
first affect_ed .you, you were able or unable to afford any ¢ Prior to OFP In last 12 Months
the following: Changes

Two pairs of strong shoes 49% 59%
A warm waterproof overcoat 37% 50%
Never had to go without heating 41% 47%
Buy new (not secontiand) clothes 38% 45%
Eat meal with meat, chicken, fish (or vegetaréguivalent) 17% 2396
every second day

Have a roast of meat or its equivalent once a week 30% 35%
Keep the home adequately warm 32% 38%
Buy presents for family or friends at least once a year 46% 54%
Replace any worn out furniture 84% 85%
Have familyor friends for a drink or meal once a month 74% 76%
Have a morning, afternoon, or evening out in the last 73% 76%

fortnight for entertainment
Source: Indecon Confidential&ey of Customers Affected lifie Oneparent Family Payment Changes
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A comparison of the responses among the OFP recipients relating to their circumstances before the changes
to the OFP compared with that of the last 12 month shows that there was a marginal improvement in the
small percentage who were able to afford alltbé items listed but the position fahosenot able to afford

three or more items declined

An individual is defined as being in consistent poverty if they cannot afford at least two of a number of
deprivation indicators.Of note is that there has beerorchange in the reported percentage of those at risk
of consistent poverty in the last 12 months compared to the position before OFP changesdtifech.

Indecon Survey of Customers Affected by tbmeparent Family Payment Changes

Experiences of Deprivation in the Last 12 Months

% of Respondents

Number of Items on the Deprivation Index Before the OFP

Respondents Reported they were Unable to Afford Changes Affected you In the Last 12 Months|
None 14% 15%

One or more 86% 85%

Two or more 81% 81%

Three or more 75% 77%

Source: Indecon Confidential&ey of Customers Affected liie Oneparent Family Payment Changes

In considering the possible causes of the differential effects on incomes of those who lost OFP, we examined
deprivation levels for those in different employment situations. Tiegttable shows the respnses of those

who were in fulltime employment at tle time of completing the survey. Relative to the average from all
respondents, those in fulime employment show a significant increasetle percentagewho are able to

afford allof the itemsof expenditure This highlights the positive impact in redugpoverty othe percentage

who were able to obtain fullime employment.However, a different picture emerges for those with no
employment or low partime employment earnings.

Indecon Survey of Customers Affected by tbmeparent Family Payment Changes

Experiences of Deprivation in the Last 12 Months (in Huithe Employment)

Number of Items on the Deprivatior] % of Respondents

Index Respondents Reported they wer Before the OFP Changes

None 16% 27%
One or more 84% 73%
Two or more 79% 68%
Three or more 71% 63%

Source: Indecon Confidential Survey of Customers Affected btresparent Family Payment Changes.

As part of our research Indecon obtained the views of individuals impacted by OFP reforthgiron

perceptions of the overall impact of the OFP changes on their families in terms of overall wellbeing. 23% of
individuals affected indicated that the changegproved their sense of wellbeing but 43% indicated that this

had worsened. Similarly,H M2 &dzZ33Sd0SR G(KS OKIy3Sa KIFER AYLINRGSR il
suggested this had declined.
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Indecon Survey of Customers Affected by tbmeparent Family Payment ChangesViews on the

Overall Impact on Wellbeing of OFP Payment Changes

Please give your views on how the changes .
. Neither
the OneParent Family Payment have Strongly . Strongly
. Agree | Agreenor | Disagree .
affected you and your family. The changes t{ Agree ' Disagree
Disagree
hCt X
Improved my sense of wellbeing 8% 15% 30% 23% 24%
Worsenedmy sense of wellbeing 21% 22% 30% 16% 10%
LYLINRDBSR Y& OKAf RNBEBY, 7% 14% 31% 25% 23%
2 2NASYSR Y& OKAft RNByY 19% 21% 34% 16% 10%
Source: Indecon Confidentialirey of Customers Affected lilie Oneparent Family Payment Changes

Having examined survey evidence on consistent poverty it is also useful to rel@wges inmedian
equivalised income of those who lost OFP to exantepercentage of those at risk of povertyhose who
lost OFPsawan increase in the riskf povertyin the following yearbut the proportion of those at risk of
poverty was higher amongstverage for all those on OFfan amongst those who lost Ofpayments The
risk of poverty is defined as those with less than 60% of the national median (middle) annual incomes.

Percentagewith Incomes Less than 60% of the National Median Annual Incd2®132016)

2013 2014 2015 2016
Lost OFP in 2013 57% 69% 73% 71%
Lost OFP in 2014 57% 62% 69% 67%
Lost OFP in 2015 57% 57% 59% 61%
Lost OFP in 2016 64% 63% 64% 62%
Average for all those on OFP 61% 63% 66% 69%
Source: Indecon analysis

In order to estimate the marginal impact of the policy reforms Indeatitised a range of econometric
methodologiesThe results of the econometric models the impact on incomes of the reforms compared to

a counterfactual control group are somewhat ambiguous. DPmodel suggests a reduction in incomes of

Fo2dzi emZHcd LISNI | Yy dzY,whilétBeyeSuldfthe Regressioh RistbnBiniity Siddel F I O G 2 NJ
suggesteda small increase in incomelsidecon believes that based on all the evidence it is likely that on

average the changes resulted ismall reduction inaveragencomes compared to what would have been the

casealthough for those in full employment an increase in average income was evidetiteFresearch on a

more detailed counterfactual analysis over time is neettedeserve definitie conclusions

Econometric Evidence on Impact of Policy Reforms on Total Income

Difference in Regression
Difference Discontinuity
ATET/ ATET/
Model Dep Var Marginal impact Marginal impact
Total Income -1,269 279
Source: Indecon analysis of JLD
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The econometric modelling alsdtempted to estimatethe impact on those at risk of poverty. Both tB¢D

and RDD models suggest that, controlling for other factors, the policy reforms had no statistically significant
impact on the probability of affecteshdividuals being classified as at risk of poverty. The coefficients on the
key variable for policy impact in both modelgastatistically insignificantt should be noted that it was only
possible to run this model on the population of all those peapieOFP ovethe period Caution is therefore
advised in interpretinghe results of this model.fe balance of evidence suggests that the policy refosns
likely to haveimpacted on therisk of poverty for a percentage of individuai$o lost OFRilthough some
individuals experienced enhanced incomes.

Exchequer Impact and Co8tenefit Analysis

Indecon undertook a retrospectiviexchequer impact and coftenefit analysis of the policy reform$he key
findings from theExchequer impact analysisrfthe period from 2013 to 201tdicatesthat over the period
there werenet savingdo the Exchequerlt should, however, be noted that the Exchequer savings resulted in
a corresponding reduction of payments to OFP recipients and so represents a distrdbirhpact rather than

an economic benefit.

Net Exchequer Impacte aAf f A2y a

2013 2014 2015 2016
Net Welfare Savings 1.8 19.8 77.9 167.4
Income Tajincreases 0.3 0.5 1.5 1.6
SystemCosts -5.0 -5.0 -5.0 -5.0
Source: Indecon analysis of JLD

Thechangesare, however, likely to haveesulted inan economic benefit arising from the shadow price of
public funds on the welfare savings as well as an increase in gross value Adgietiminary cosbenefit
analysis of the policy reformmiggestsangt SY STAG 2F enp YAffA2y 20SNJ (iKS

CBAFindingse aAffA2ya

2013 2014 2015 2016 Total
Benefits
Welfare Savings 0.5 5.9 23.4 50.2 80.1
Increase in GVA 0.8 1.5 4.6 4.8 11.7
Costs
System Costs 5.0 5.0 5.0 5.0 20.0
Societalmpacts 0.2 2.0 7.8 16.7 26.7
Net BenefifLoss -3.86 0.46 15.20 33.28 45.08
Source: Indecon analysis of JLD
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Conclusions

Our key conclusionsuggest thatOFP reforms have been successful in increasing employment and reducing
welfare dependencyThe evidence indicates that the reform increased the probability of employment and of
achieving higher employment incomeéspotential concernhoweverjsthe percentagef those who lost OFP
who remain unemployed or are in low paid or pdime employmen. A key challenge for policymakers is to
assistheselone parens to become more integrated into the Irish labour market.

Average ncomes for those who lost OFP duethe policy changes were similar to those who remained on
OFP but this may be due to other differences in the characteristittsest two groups ofone parents.The
balance of evidencendicates that the policy changes impacted negatively on the risk of poadthough
some individuals experienced enhanced incomiésedifferential effects on incomeand povertyof those
who lost OFRppear to be closely related to the employment situation of those who lost OFP.

Lone parents remain among the most vulnerakdeoups and demonstrata high level of risk of poverty and
social deprivation. Employment has the potential to enhance incandslsdo achieveother social benefits
for lone parens and their children. Assistiigne parens to enhance skills also eds to be seen as a key
objectiveas low paid employment will not, on its own, ensure a reduction in the risk of poverty.

The findings in this report support the rationale and continued relevance of the policy changes. The changes
have reduced welfare depelency and increased employment. However, unless accompanied by further
increases in employment the objective of reducing poverty will not be met.

Given the importance of securing additional employment in addressing the financial and poverty challenges
faced bylone parens, Indecon believes that care is needed in designing welfare programmes to ensure that
the structure of any payments do not disincentivise employment. This is particularly the case where there may
be an integration of a number different payments withvarying earninghresholds where individuals are

likely to access more than one form of paymeFtere isalsoa need to ensure that transitional arrangements

for those who are losing OFP payments involve detailed activation support. Waysuring that all those

who lost OFP receive o#te-one activation services merits attention.

It is too early to make definitive conclusions on the impact of the policy changes over the medium term as the
number of years since the measure was undertaislimited. We recommend a more detailed investigation
using counterfactual modelling towards the end of 2018.
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1b Introduction and Background

Ly i N2 RdzO it /03 A NP A& R
1.1 Introduction

Following a competitivdender, the Department of Employment Affairs and Social Protection
(DEASPcommissionedndeconinternational Research Econonsisb complete this independent
reporton the amendmentso the Oneparent Family Payment

Thisdecisionto commission this report was included in the Social Welfare Act 2016 itickated
that, a ¢ KS a A y kaisé 6 bi pepéted & report on the financial and social effects of the
amendments tadOneparent Family Paymersince 1 January 2012, taking into account the effects
on welfare dependency and the poverty rates of those in recei@rmeéparent Family Paymerit.

It should be notedhat it is very early to assess the full outcome of the policy reforms and separate
budgetary changes, becauassignificant portion ofhe affected parents are only now commencing
education, training and or employment programmes whicili take time for them to complete.

This is an important constraint on any preliminary findings as the strongest positive employment
effects of active labour market programmexe only likely to result after a period following
completion ofa programme. His suggests the need fa more comprehensivesubsequent
evaluation of the proposed changes.

Against this background the key elements specified in the terms of reference for this preliminary
assessmentvere to examine the following:

- Impact on Welfare Degndency and Employment
- Financial and Poverty Effects for Customers Affected by the Changes.

The analysis also considers the social impacts including factors such as edwsedittonfidence
and overalwellbeing

Indecon recognisethat lone parens evenin the absence of any changes to the OFP payments face
multiple challenges and it is important to distinguish the impact of the OFP payment changes for
other factors. The range of challenges faced by OFP families was recognised in the conclusions of
the recent report of the Joint Committee on Social Protection which noted that:

GGKS YI Ay OKlordefp&ehs &6 chifl lp@ydrty, housing costs, childcare costs and
availability, child maintenance payments, job activation, education and chaogie® Oneparent
CrYArAteée treySyiéo

1.2 Background to the Ond’arent Family Policy Reforms

The background tmhe-parentfamily support was outlined in the invitation to tender and indicated

that until the early 1970s, the only type afrie-parentfamilies catered for under the siat welfare

system were widowsSchemes for other types abrie-parent families began to emerge in 1970

when the first schemavas introduced. In 1986he Report of the Commission on Social Welfare
recommended a restructimg of social assistance in line with the income needs wfified social
assistance scheme ftwne parens with children was known as theneParentQa ! £ t 261 y OS
was introduced in 1990.

1 Houses of the Oireachtas, Report of the J@lntnmittee on Social Protection, Report on the Position of {garents in Ireland, June
2017.
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TheOneparent FamilyPayment was introduced on 2nd Janua807. The main differenca the

new scheme wa®neparent FamilyPayment was the inclusion of standard earnings disregard of
£115.380 € m n petbvyesgkintended to encompass work expenses, including childcare. The scheme
also aimed to ensure thabhe parents could more easily assess the implications of returning to
work/training.

The(OFP) scheme has played an important role in providing income supportdg@éarents since

its introduction in 1997. However, in the past, income supportléore parens involved limited

engagement by the Department with OFP recipients. The-awitional nature of the OFP
payment, coupled with its very long duration, over time, engendered-teng social welfare

dependency, and associated poverty, among mang parats and their children.

AN v oA A v oA W

Despite significant levels of State spendingame pareni > ¢ KA OK SEOSSRSR e€m 0A
from 2008 until 2012lone parens continue to be significantly more at risk of poverty compared to

the population as a whold.atestfigures from 2015 CSO SILC data also shows that being at work
reduces consistent poverty by three quarters fone parens.

The need to tackle lontgrm social welfare dependency, and associated poverty, among- |
parentfamilies in Ireland through arctive labour market activation policy was addressed in detail
intheOECDrepoRt & .  60AS&a FyR .234aSayYy wS@eDFralgleytdat 2 2 N |
passive income support policy towardse parens until their youngest child was aged 18 years (0

22 years if in fultime education), was a significant contributory factor to the low levels of
employment, and high levels of poverty.

¢CKS S5SLINIGYSYG Ay AdGa NBLJgeNGArent & E NRII®HI AFAK SR 2 NIy
KAIKE AIKGSR LNBflFIyRQa 2dzif ASNJ adl ddza Ay GSN¥ya 2
as well as thenerits of bringinghe OFP scheme more in line with international standayddere

there was a general movement awapih longterm and nonconditional income support towards

a more active engagement approackhis analysiformed the basis for the decision to gradually

lower the maximum age threshold for the youngest child on the OFP scheme to seven years from

2011 until2015 and, also, to improve access to educational, training, and employment supports for

lone pareni G KNRB dzZ3K G KS 5 SLJ Nuhiyay in fedt based wNdsreefrégmS NIJA OS a
the EU Survey for Living Conditions stated that parental employmestfaund to be the most

important factor related with high rates of child povertghus, reiterating the need for an improved

strategy for bne-parentactivation.

I Y2NB 3ISYSNIrf ONRGAOAAY 2F (GKS hCt aOKS&YS 2dzif
the lack of effectiveness as an activation programme. In contrast to benefits received by those
classed as unemployed, there is no employment condition attached to the payment. While there

are many supports available to those receiving the payment,iagaf these services and supports

is at the discretion of the OFP recipient. While the earnings disregard is the main incentive to move

from welfare to employment, it may also have an unintended effect on the nature of this
employment. It may tragone paents in lowwage and/or partime employment; recipients are
incentivised to keep their earnings below the threshold either by undertakingwage

employment, working less hours than they otherwise might, or a combination of the two.

The policy objective of the phas&sheparent Family Paymergcheme reforms introduced in the
Social Welfare and Pensions Act, 2012, was to reduceténgsocial welfare dependency, and
associated poverty, by ending the expectation thahe parents will remain outside of the
workforce indefinitely.
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Akey aspect of the policy reforms to achieve thigective of increasing labour market participation

of lone parens wasto enhane the opportunities for all OFP recipients by providing them with

access to a tailored personal development plan. This process provides improved acdess for

parents to education, training, employment programmes and information on other support services
GKAOK A& I @FIAfFrofS GKNRAAK (GKS 5SLINIYSydQa Lyi
support and engagement was only available exclusively to jobseekers on the Live Register.

In parallel to the implementation of thesstructural objectives there wereExcheger related

factors which requiredavings across all expenditwategories.Separate to the ageelated policy
reforms, additional measures were introduced to the OFP scheme in order to meet these cost saving
requirements.

These budgtary pressuresveredriven bythe deteriorating state of the government finances in the
years preceding the policy reforms in 201Bigurel.1 shows the increasing gap between total
government revenue and total expenditure beginning in 2007 and growing wider in the subsequent
years.

Figurel.1: Total Government Expenditure and Revenue
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®
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<
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== Total Government Revenue Total Government Expenditure
Sourceindecon Analysis of CSO Data

The following figure further emphasises the deterioration of the public finances in the years leading
up to the introduction of the policy reforms but outlining the path of the government deficit
between 2005 and 2016.
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Figurel.2: Government Deficit 2002016
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The following figure illustrates the growing contribution of social benefit payments to total
government expenditure oveperiod from 2007 until 2012 when social benefits represented 40%

of total government expenditure. Spending on social benefits would be expected to rise given the
severity of recession over this period and the considerable growth in unemployment. Howsver, a
outlined above, the scale of the government deficit over this period was such that, as one of the
largest areas of government expenditure, a reduction in social spending was judged necessary as a
YSIya 2F NBRdAZOAY3I (GKS 3I20SNYYSyiQa RSTFAOAGO®

Figurel.3: Social Benefits as a Percentage of Total Government Expenditure
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1b Introduction and Background

1.3 The Nature of the OFP Policy Reforms

The reforms to the OFP payments were implemented on a phased basis beginning from July 2013.
The age thresholds at whidbne parens become no longer eligible for the payment were reduced
every year from 2013 to 2015. By July 2015 the age thregboltie age of the youngest childas
sevenyears of age for OFP recipients but there were a few exceptions in the case of bereavement
of a spouse or partner dor those in receipt ohalf ratecarers allowances. It is also relevant to note

that the process of reaching thisevenyearsof-age threshold was different for different cohorts of

lone parens, depending on when they first began receiving OFP. The table below outlines the
changing age thresholds between 2013 and 2015 for the different cohortisnef parens. The
reduction in the maximum age limit of the youngest child for receipt of the OFP was applied to new
and existing customers on a phased basis and affected customers from July 2013. The changes were
originally planned to be implemented frodanuary each year over the period 2€ARL5 however,

this was moved to July of each year.

Tablel.1: Nature of OFP Policy ReformMaximum Age ThresholdsHrom 2013 to 2015

Payment of OFP ceases when theungest child reaches these
maximum age thresholds:
From From From
4 July, 2013 3 July, 2014 2 July, 2015
If OFP payment commenced before
27 April, 2011 17 16 !
If OFP payment commenced
between 27 April, 2011, and 2 May, 12 10 7
2012
If OFP paymentommenced on or 10 7
after 3 May, 2012
SourceDEASP

Lone parers whose eligibility for the OFP scheme ends as a result of the age changes can transition

to any other social welfare income suppofithe majority of O dza (i 2 tvaBshidh &vere to the
W20aSSTSNRa ¢NIyardadaAzylrt tlFeYSyd owW{¢vX W204aS8S
Supplement (FISApart from the changes to the age thresholds outlined above, a number of

changes were also made to the income disregards for the OFP ovpetioel from 2012 to 2016.

From1 January, 2012 was announced thahe OFP scheme earnings disregamuld bereduced

2y I LKl &SR olaira 20SNI FABS &SIFNEXZ FTNRBY ewmnc ®pn
HAMoZX (2 edn LISNIMISGEYSIA YA W nvwmnEp X 21 ¥R pld 2JSe cn LIS NJ
existing recipients.However, the changes proposed for 2016 and 2017 did not take place and the

hct {OKSYS LyO2YS S5AANBIFNR 6Fa YHAYGFIAYSR i e
¢ KS W2 oEadstipnal NPBy&ent (JST) was introduced in June 2013. This payment exempts

these bne parents with youngest child aged sevea 13 yearsnclusiveF N2 Y OSNIiF Ay W20 &
Allowance (JA) scheme conditions, including the requirement to beablaifor, aad genuinely

seeking fultime work and the JA rule that you must be unemployedféur out of sevendays to

receive payment.

The important aspect of this payment is that it ensures thiaine parentwith a youngest child aged
under 14 years is not reqed to take up employment in order to receive income support from the
Department. They can however, choose to move into employment including all types dinpart
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1b Introduction and Background

employment, and/or into education and still receive payment, subject to a means test. By a

I3FAY AYLNRBOGSR | 00S&aa (G2 GKS S5SLINIYSYydiQa LyGaNB?2
Access to JST was initi@bnfinedto previous OFP recipients but was extended to fh@ve parens

in 2015. When JST was introduced it was based on the JA means test (i.e. an income di$regard

ecn LISNI 6SS1 6A0K (KSThi®was amgr@d& inl2@1a 6 alignSHe u@iid c w2 0 @
more generous OFP meansteefd y Ay O2YS RA&ANBIAFINR 2F edn H6AGK |
Budget 2017 increased the J&T OFRA y 02 YS RAA&ANBIFNR (G2 emmn

The Back to Work Family Dividend (BTWFD) was introduced in January, 2015, and is available to a
range of customers includingpne parens who transition from OFP to the Family Income
Supplement (FIS) payment or sustainable employment. The dividend ahess customers to

NBGOGFAY GKS ljdzaa t ATASR OKAfR LINPLRNIAZ2Y 2F GKSANI
LISNJ OKAfR o6dzld G2 | YFEAYdZY 2F emmpdun LISNI 6SS
SYGAGt SYSy(d 062NIK envsdpNd i yIBS NI K ASEyRIOA GAEYS YUISK/SI  TOASNER]
the second year.

1.4 Irish Labour Market Developments

It is useful to place the OFP scheme in the context of developments in the Irish labour market. This
is particularly important in assessing the continuetibvance of the Schem€&igurel.4, shows the
increase in the number of people in employment since 2011. The number of people in employment
reachedovertwo million in each of the lagbur quarters. At the same time, the nurebof people

on the Live Register in Ireland has fallen from 470,284 in July 2011 to at®dR@6n June 2017

This indicates that major changes have occurred in the llaishur market since the OFP scheme
was introduced.

Figurel.4: Employment and Unemployment Levels in Irela@D10-2017)
Number of People in Employment Number of People on the Live Register
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1b Introdudion and Background

Figurel.5 shows the changes in the unemployment rate, and highlights the fall from a high of 15.1%.
Unemployment has been below 10% in eachlw# test eight quarters, hitting 6% in the first
quarter of 2017.

Figurel.5: TheUnemploymentRatein Ireland (2010 Q% 2017 Q1)
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Source: Indecon Analysis of CSO Data

Figurel.6 shows that unemployment rates are highest amongstl®5/earolds and 2e24-year

olds. These two age groups have witnessed a decline in unemployment however, following the
general improvemenin the Irish labour marketn our analysis of changes in incomes of those who
lost OFP we examine how this varied by age category.

Figurel.6: Unemployment by Age Group
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1b Introduction and Background

Longterm unemployment figures are shown Figurel.7. Thenumber of people unemployed for
one year or more peaked in late 2011/early 2012 basg since fallen below 2010 levels. Significant
number of individuals remain loAgrm unemployed.

Figurel.7: LongTerm Unemployment
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Source: Indecon Analysis of CSO Data

Theanalysis of labour marketevelopments indicatethat over the period in which those impacted
by the policy reforms were losing OFP, the labour market as a whole was improving relative to
previous years.

1.5 Report Structure
The remainder of thiReport is structured as follows:
C Setion 2outlines the methodological approach to the analysis undertaken in this report
C Section 3 outlines the welfare dependency and employment impacts of the policy reforms.

C Sectiord contains the assessment of the financial impaistl poverty impacof the policy
reforms

C Section Hresents our cosbenefit analysisind Exchequeimpact analysis
C Finally, Section& dzY Y NA4S4 LYyRSO2yQa AYRSLISYRSyid 02yO0
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2 b Methodological Approach to the Review

2 aSiK2R2ft23A0Ff ! LIWIINRI OK (2 GKS

2.1 Introduction

As part of this projecindecon hasimplemented a rigorous evidend®msed methodology to
independentlyevaluate theimpact of the OFP policy reforniBhe analysi;cludes

C Quantitative analysis of data sources;
C Major survey of OFP recipientnd
C Econometric methodologies to estimate the mardimapact of the policy reforms.

In addition, Indecon consulted witla number ofstaff in activation centres dEASRo understand
aspectf the implementation of the policy.

2.2 Quantitative Analysis of Data Sources
Thedatasetsutilised in our analysimclude

C The Jobseekers Longitudinal Datab@ReD)vhich inter alia includes Revenue
Commissioner data on earnings

C Child Benefit data provided YEASP

C Data on Carers Allowance, Disability Allowancelasic Supplementary Welfare
Allowancefrom DEASP

C Activation and Case Management Data frDEBEAS,
C Data on earnings from employment from the Revenue Commissiocaeds;
C TheEU SILC RMF dataset

Details on each of these tdasources is included in Annéf this report.It should be noted that

while the Terms of Reference for this study required nalgsis of the outcomes for affected lone
parents at key milestone days over the period from 2013 to 2016, the nature of the available data
restricts the analysis in this report to annualised outcomes. Data on earnings is only available on an
annual basién the data provided by the Revenue Commissioners. This limits the calculation of key
variables such as total income, welfare dependency and the risk of poverty rate to annualised values.
As such, all quantitative analysis using the available datasetslé&taken on an annual basis.

2.3 Surveylnput from Individuals Impacted by OFP

As part of our analysis Indecon felt it was very important to directly obtain inputs from individuals
who were impacted by OFfhdecondecided to undertake a verlargescalesurvey exercise to
capture the views ofheseindividuals The survey was circulated to 33,000 impacted individuals
with a particular focus on those individuals who did not transition to JST, asvir®ymore likely

to have seen a material change in their financial circumstances as a result of the policy reforms.

Indecon received 3,684 survey respongesn individuals who were impacted by the change in
policy. The results represent one of the largest\ays undertaken aobne-parentfamilies in Ireland
and represents an authoritative source of evidence on the impacts of the policy chartyss.
information is much more valuable thamecdotalevidence.
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2b Methodological Approach to the Review

Indeconalsoconductedinterviews with anumberof gaff members inDEASKhcluding officialsn
activation centres around the country winadexperience of dealing with OFP recipients and those
impacted by the change in OFP poliEze interviews providedninsight for the Indecon team into
the implementdion of the policy changes

2.4 EconometricMethodologies

To estimate the marginal impact of the policy reforms on each of the key metrics of interest, Indecon
developeda number ofmodels usingsophisticated econometric techniques. These econometric
methodobgies aim to assess the impact of the policy reforms, holding all other factors equal.

Econometric analysis on the impacts of the changes to OFP began with méatgnfom and
construction of the sample using the JLD, administrative data on OFP amdothe payments and
Revenue data on earnings from employment. The overall dataset construction and organisation is
driven by the JLD, which is the backbone of the complete dataset. The key aspect of the JLD is that
it is an individual spelbased dataet ¢ that is, a single observation is a spell of employment or
unemployment, or training, etcfor an individual. Spells can be of any time lengiverlapping,
embedded (e.g.training might t&e place during employment)Effort must be made to reorgise

the dataset so as to make it amenable to estimation, as wetloastructingthe variables which

might be defining outcomes, such as annual incomeisitof-poverty, welfare dependency, etc.

Our approach was to create panel data of summary varidijgearandby individual identification

y dzY 6 S NI ¢KdzaX FT2NJ SEIFYLX ST SyLXt2evYSyid KAaidz2Ne
which could be of any length, were converted to annual variables. Previous statuses were calculated
as a percentage dahe previous years employed, or on théve Registeror number of weeks
employed in the following year, the current year, etc. Many of our policy variables, such as income,
at risk of povety, and welfare dependency rateye also only calculable on amnual basis. For
example, the income variable from Revenue is a total per year, and not linked to employment spells
on the JLD (just the year and individual), so it made sense to structure the dataset on an annual
basis. Additionally, because many persoron the Live Registerare in and out of
unemployment/employment/training, and so looking at a month by month basis or something more
granular would potentially present problems in that people would be in and out of work and
different results, such as seaisal effectamay have been present.

The result was a conversion first of tiergedspells based JLD and other welfare data and Revenue
data: first to a monthly database of variables coded for each month and type (e.g., a variable for LR
status at eachmonthly point in time), and then to an annual panel or long dataset by year and
individual (i.e., a variable for employadbuld be coded as a single variable with observations for
each year for each individual).

Econometricmethodologies are potentially afse inassessing outcomes compared to a counterfac-
tual; in other words, what would have happened in the absence of the policy. Many labour market
policy evaluation studies involve counterfactual estimation. Previous examples oLwdektaken

by Indeconand other economists involvedstimation of the counterfactual to the policy using
matching or control methods, such as propensity score matching (PSM) or inverse probability (of
treatment) weighting (IPW) and/or regression adjustment (RA) or (IPWRA3e firethods are de-
signed to control for differences in treated and control samples and the factors that drive outcomes.
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The eligibility of receiving the OFP was changed over time for all participants. The eligibility for OFP
was changed based on thgeaof the youngest child and when the client had started on OFP. There
is no seHselection problem per se in this case, and thus matching techniques are not needed (and
generally not applicable, as there is strictly no overlap between the control saangléhe treated
sample based on the eligibility criteria). Moreover, the matching or weighting techniques previously
used require that the treatment and control groups have positive probabilities of being treated
which overlap, whereas this is not the eagtrictly for OFP, as based on the covariates of age of the
youngest child and the time starting OFP, there will be a peroentchance of overlap between

the two groups.

We thus narrowed the field of potential methodologies to three methoddebshcein-Differences
(DID) the Regression Disntinuity Design (RDD), aadRegression Adjustment (RA) approatfter
further testing and estimation of various models, the modelling methods were further narrowed to
two: DID and RDD, as the RA models encoedtgroblems with convergence and estimation
computations

The5 S LI NJi datd ¢ind SQatistics team provided an indicator (or dummy) variable as part of the
matched dataset as indicator of all those clients who had been impacted by the policy.

An importantaspect of any methodology is the selection and definition of dependent variables for
analysis. This is guided by aspects such as data availability, the questions for policy, time periods,
and terms of reference.

One of he main econometric modslused isthe Differencein-Differences(DID) method.In this
modelthere is a time trend, and a time period after which treatment occurs. The first differencing
of the variables will remove the time trend. A second differencing between treated ant eated

will control for differences in the means of treated amon-treated groups. The variables can then
be used to estimate outcomes with respect to explanatory variadhesmeasure the impact versus

a counterfactual scenarioThe model can be implementeding dummy variable methods

For the OFP evaluation, we included dummy variables for year or time. We then included a dummy
variable for anyone who was ever impacted by the policy (e.g., =1 if had lost OFP due to the policy
ever), and then a dummy variabler the time period after which an individual had lost OFP given
they had been impacted by the policy (e.g., = 1 for those in years after tiaghtost OFP). These
variables were then included in OLS or logit (for the dichotomous dependent variablesgsiegs

along with a number of standard explanatory variables on demographics and labour market history.

An alternative to the DID method is the regression discontinuity design (RDD). This method is

F LILIX A OF 60f S2 BKSG NB O O dzNED dzAl ¢d oil $08e varidibel suicl & age ofdHe &
youngest child. The fundamental idea is that the-afiif in terms of labour market variables and
outcomes is arbitrary, and thus those around the-otft controlling for observable factors, are likely

G2 O0BQWNBYR2Yf & | aaAdyte&®meidt2 GNBIFGYSYyd FyR y2vy

To implement the RDD, a control variable which delineates the policy impact is selected as the cut
off variable. In this case, it is age of the youngest child. We selected age of the youngestmfpild bei
greater thanseven(and converted this to a dummy variable) and interacted this with a time period.
While technically, some parents had a transitional time period where the age of their youngest child
which would entitle them to OFP was reduced firsinfii say 18, then from 14, this represented a
small proportion of overall OFP recipients.
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It is then possible to implement the RDD method as a linear dummy variable method, a local linear,

and/or nonparametric method. The typical method is to selectadwidth around the cubff for

which the assumption of being quasindom might apply. Then the nature of the relationship

between the dependent and independent variables before and after theotfus selected. We

selected locally linear and allowetid slope coefficients to vary before and after the -offt by

interacting slope variables with the coff variables. It is possible to allow ntinear relationships

by including polynomial terms, but this was not done, mainly because allowing polynomial
relationships would allow the intercept to potentially take a wide range of values (and preliminary

testing confirmed thig; that the estimated impacts were very sensitive to the assumptions about

the functional form and bandwidth).

The RDD method in@lSa G KS | & & dzY LJG A2FF Qi KW20A yWiS I NG NI KiSK S¥ CRIk(a (
GFrNAIFofS oAy GKAa OFrasS +3S 2F GKS @&2dzy3Said OKA
NI YR2YQ® ¢KAE aSSya I NBIFaz2yl of SothaverelsohdoA 2y KS
expect that given standard soearonomic variables, than OFRecipient with a child agéseven

would be that different from a parent with a child afjeight. We note that children start school in

Ireland at agd four® Atteddance &full-time education is compulsory for all children between six

and 16 years of age Although children in Ireland are not obliged to attend school until the age of

six, the majority of children begin school in the September following their fourth bigtbtiarhe

time during the day of schooling increases slightly in their third year (i.e., aigge

2.5 Summary of Findings

C As part of this project Indecon has implemented a rigorous evidéased methodology to
independentlyevaluate the impact of the OF#®licy reforms. The analysis includes:

0 Quantitative analysis of data sources;
0 Major survey of OFP recipientnd
o Econometric methodologies to estimate the marginal impact of the policy reforms.

2 http://www.livinginireland.ie/en/education/
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3 b Welfare Dependency and Employment Impacts

3 2StFINB 5SLISYRSyQ@erLHOR a9YLX 28YS

3.1 Introduction

Thepolicy objective of theOneparent Family Paymergcheme reforms was to reduce lotgrm
social welfare dependen@nd associated povertyt is therefore important as part of our analysis
to examine ithe OFP policy reforms decreabegelfare dependency amongst the populationafie
parents andwhether the policy resulted in an increase in employment

3.2 Supports to Reduce Welfare Dependency and Increase Employment

As background context to examining timepact of the policy reforms on employment and welfare
dependency, it is useful to consider the range of supports provided to OFP recipients to assist
individualsto reduce welfare dependence and increase employment. Some of these activation
supports are bing rolled out over time and so not all of those who lost OFP payments due to the
policy change will have had access to these services to date.

Since the original changes were madeORPa number of other supporting measures have been
introduced includig the Back to Work Family Dividend which provided financial suppdrtein
period after 5 January 201 certain families with children who take up employment or self
employment. Our analysis shows that many individuals who lost OFP were assisted from this
initiative. For example, 26.4% of individuals who lost OFP in 2015 obtained this payment.

Table 3.1 shows the level of engagement witBEASPas seen in the Activation and Case
Management (ACM) database. For those who lost OFP due to the policy change approxingately
fifth had engaged wittDEASP

Table3.1: Engagementvith ACM for those who Lost OFP due to Policy Change (Z1®5)

Year Number of People Whaost OFP | Activation Selection Percentage

2013 6,528 1,146 18%

2014 7,595 1,663 22%

2015 26,984 6,658 25%

2016 4,112 732 18%
Source: Indecon analysis of JLD a@dMdatasets

For those who lost the OFP not due to the policy change there was a lower percentage of
engagement.This suggests that supports may haween targeted on individuals who lost the
payment due to the policy changes.
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Table3.2: Engagementvith ACM for those who Lost OFP not due to Policy Change

(20132016)
Year Number of People Wha.ost OFP Activation Selection Percentage
2013 11,228 1,388 12%
2014 8,963 1,022 11%
2015 5,477 685 13%
2016 6,468 755 12%
Source: Indecon analysis of JLD éx@Mdatasets

Table3.3 contains data on the type of engagement with th&ASPThe figures show that ont-
one engagement or individual follean engagement accounted for 7,709 engagement activations
and therewere an additional 3,651 individuals who participated in activation group engagement.

Table3.3: Type of ACM Engagement Amongst Those Whest OFP due to Policy Change

Number with at least one Percentage of total
engagementattended who lost OFP

Activation Advisory Follow Up 589 1.3%
Activation Follow On 1:2:1 3,335 7.4%
Activation Group Engagement 3,651 8.1%
Activation LES Walin Update Interview 267 0.6%
Activation One 2 One 4,374 9.7%
Activation Review Meeting 3,193 7.1%
Activation Vacancy Interview - -
Activation Walkin 1:2:1 1,672 3.7%
Online Follow On 1:2:1 13 0.0%
Training/Education Course 1,504 3.3%
Source: Indecon analysis of JLD &@dMdatasets

Individuals who lost OFP providiasights tolndecon orthe supportandadvice receivedrom the
Department following the changes to the OR®%o0f respondents reported that they received
information on employment programmes aadsimilar percentage obtained information training

or education opportunities 18% reported they received advice on preparing a personal
development plan.
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Table3.4: Indecon Survey of Customers Affected by tbmeparent Family Payment Changes

Experiences wittReceiving AdvideSupport from the Department

Thinking about the time after the OFP changes first affected you, have yol

received any of the following information, advice or supports from the Yes
Department's staff?

Advice on Preparing a Persovelopment Plan 18%
Discussion of Possible Options for new or additional Employment 27%
Information on available Employment Programmes e.g. the Community 30%
Employment scheme °
Information on Training Opportunities or Options for Education 31%

Sourceindecon Confidential @vey of Customers Affected lifie Oneparent Family Payment Changes.

Indecon alscsought the views of individuals impacted by the polay the helpfulness of the
information and service provided by tiaepartment.37% ofindividualsfound the information and
servicereceived at the time their OFP endbdlpful/very helpfulwhile 30%indicated thatthey did
not find the service to be helpful

Table3.5: Indecon Survey of Customers Affected by tbmeparent FamilyPayment Changes

- Views on the Information and Service Provided by the Department

How would you rate the % of Respondents

Ir?;?/remrzgg::;] ?riﬁwr\:lr?; Yo Beforemy OFP ended Atthe time my OFP After my OFP
Department? ended ended
Very helpful 14% 10% 9%
Helpful 31% 27% 22%
Neither Helpful nor dhelpful 31% 33% 35%
Unhelpful 12% 15% 17%
Very unhelpful 12% 15% 18%
Source: Indecon Confidentialirey of Customers Affected lilie One-parent Family Payment Changes

3.3 Impact of Policy Changes on Education and Training

The objective of reducing welfare dependency and employment will be influenced not only by the
activation support services provided but also by the engagememeparentfamiliesin education

and training.As part of this study we askeaddividualswho lost OFP on what impact, if any, it had

on their involvement in training and education and employment. The results show thaifBése
surveyed suggested the changes encouraged them to consider education, training or an
employment programme, but for 29 the changes discouraged this optidhe results suggest that

the changes are likely on laaice to have a positive impaat encouraging a percentage of OFP
recipientsto enhance their skills via education or training.
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Overall Impact of OFP Payment Changes

Table3.6: Indecon Survey of Customers Affected by tBaeparent Family Payment Changeﬁ

Please give your views on how the changes| .
. Neither
to the Oneparent FamilyPayment have Strongly . Strongly
: Agree | Agree nor | Disagree| .
affected you and your familyThe changes to| Agree ' Disagree
Disagree
hCt X
Enpquraged me to consider education, 13% 26% 36% 15% 11%
training or an employment programme
Dlgcpuraged me from considering education 8% 11% 40% 26% 15%
training or anemployment programme
Source: Indecon Confidentiali&ey of Customers Affected liie Oneparent Family Payment Changes

It should be noted that many individuals had started education or training courses while on OFP.
42% of respondents reported they started a training or education course while in receipt of the OFP
scheme. Among those who started, 68% said it was a course supported legatment of
Employment Affairs and Social Protectimd 36% said they did awse supported by other state
funding. Among those who started a course while on the OFP, 90% had completed it at the time of
the survey.

Table3.7: Indecon Survey of Customers Affected by tBme-parent Family Payment Changes

Experiences with Education and Training while on OFP

Please tell us about youexperiences éeducation or training

0,
courseswhile you were on OFP % of Respondents

Yes No

Istartedl y SRdzOF G§A2y 2NJ dNXAyAy3a O2d: 42% 58%
% ofthose who started

.... that wassupported by theDepartment of Employment Affairs and Soc

0, 0,
Protection 68% 32%
.... that was supported by other State funding e.g. the SUSI grant? 36% 64%
....and | have completed the course. 90% 10%

Source: Indecofonfidential Sirvey of Customers Affected liie One-parent Family Payment Changes
b23SY {2YS NBaLRyRSyida I yasSNIEERSPE $& Ri 2 adaA iR NTIISRA Hyea 24K
these respondents did more than one education/training course.

In terms of the future employment prospects for those impacted by the policy changes, of note is
that 26% ofindividuals surveyed indited they started an education or training course after the
OFP. Among those who started, 63% said it was a course supported Hyeffatment of
Employment Affairs and Social Protectiand 26% said it was supported by other state funding.
76% of those wh started education or training after the OFP reported they had completed it at the
time of the survey.
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Table3.8: Indecon Survey of Customers Affected by t@me-parent FamilyPayment Changes

Experienes with Education and Training after OFP

Please tell us about youexperiences feducation or training courseafter
OFP ended

% of Respondents

Yes No
| started an education or training course.... 26% 74%
% of those who started

.... that wassupported by theDepartment of Employment Affairs and Socia

. 63% 37%
Protection
.... that was supported by other State funding e.g. the SUSI grant? 26% 74%
... and | have completed the course. 76% 24%

Source: Indecon Confidentialirey of Customers Affected lilie One-parent Family Payment Changes
b2GSY {2YS NBalLRyRSyida | yasSNIERSPe $§ Rl ad il NTIIIRA Dya 2d XK

Indeconsoughtthe views of individuals on whanpacteducatioritraining has had on their family
circumstances or the impact they expect it to have when they finish. The majority of respondents
suggestedhat the education training had positive impadhcluding acquiring new skills, improving
confidence, making friers] encouraging children to want to study and improved overall wellbeing.

Table3.9: Indecon Survey of Customers Affected by tbmeparent Family Payment Changes

Views on the Impact of Training or Educati®@uring After OFP

How has this training or education changed things for you and your family?

you have not finished your course please answer these questions based ong % of Respondents
any changes that you expect to happen when your course ends. My training

educationX Yes No
Has given me new skills 73% 27%
Improved my confidence 69% 31%
Gave me new friends 63% 37%
Improved my sense afellbeing 63% 37%
Improved my children'svellbeing 53% 47%
Encouraged my children to study or to want to gactislege 60% 40%
Source: Indecon Confidential&ey of Customers Affected lifie Oneparent Family Payment Changes

3.4 Impact on Welfare Dependency

Table3.10 examinesthe welfare dependency rates of individuals who were OFP recipients during
the period 2013; 2016.The objective of the OFP changes to reduce long social dependency appears
to have lad some impact as theelfare dependency rate fefiom 81%to 67% by 2016 for those

who had los OFP due to the policy changeowtver, welfare dependency rates remaitiveryhigh

for these individualéndicating the scale of the challenge facing thes#viduals
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Table3.10: Welfare Dependency Rate Within OFP Recipient20132016)

2013 2014 2015 2016
Lost OFP due to policy change 81% 78% 74% 67%
Other OFP Recipients* 2% 71% 70% 70%

*Includes thoseremaining on OFP over period and those losing OFP forpaiity related reasons

Sourceindecon analysis

It is also usefulto examine the change in welfare dependency amongst those who lost OFP
depending on when they lost the assistan@able3.11 shows that for each cohort, the welfare
dependency ratefell in theyears aftelindividualsost OFP. For those that lost OFP in 2015 welfare
dependency ates fell from 81% in 2014 to 698 in 208. The evidence also shows that the
reduction in welfare dependency declined each year after the OFP was lost. For example, those who
lost OFP in 2013 saw a welfare dependency reduction of 74% in 2013 and timedlézl63% in

2014, 60% the following year and 56% in 2015.

Table3.11: Welfare Dependency Rate for those who Lost OFP due to Policy Change

By Year ot.osingOFP
2013 2014 2015 2016
Lost OFP in 2013 74.1% 62.8% 59.5% 55.6%
Lost OFP in 2014 79.4% 75.9% 68.3% 62.0%
Lost OFP in 2015 82.3% 81.0% 77.2% 69.8%
Lost OFP in 2016 83.2% 82.8% 82.4% 78.7%
Sourceindecon analysis

An additional measure of welfare dependentgn be obtained by examinirthe proportion of
individualsthat receive 100% of their income from welfare and the proportion of those who receive
more than 50% of their income from welfare. Those who lost OFP due to the policy changayhad
highwelfare dependency ratein each yeabetween 2013 and 201but in 2016this declinedio
67%.

Table3.12: Welfare Dependency Rate for Everyone who Lost OFP due to Policy Change

(20132016)
Year overall Percentagewith 100% Percentagewith 50% or
dependence greater dependence
2013 81% 51% 87%
2014 78% 48% 83%
2015 74% 45% 7%
2016 67% 40% 67%
Sourceindecon analysis
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In considering welfare dependency it is important to take account of all of the different welfare
payments. For example, some individuals who lost OFP are likely to have transitioned into JST
paymentor to have obtainedV2 6 8 SS1 SN a . Se¢r&HMava bedefitad tfrdnt atherl vy O S
supports such akIS (Family Income Supplement), BTWFD (Back to Work Family Dividend), or CA
6 / I NB Nana)/DA (Disability Allowance) oabic Sup@mentary Welfare Allowance(SWA)

Amongst those who lost OFP due to the ipgplchangeaverage OFP paymenits each year not
surprisinglyfell sharply between 2013 and 201&s individuals were no longer eligible for these
payments.There is a particularly sharp fall in 2015 and 2016 as the majority of individuals affected
by thepolicy reforms lost OFP over the course of 2H&wever,aslone parens transitioned from

OFP onto other social welfare paymentyeege welfare income from JST, FIS and BTWFD,
increasedsignificantlysuggesting that some of the OFP reductions were logeaither social welfare
supports

Table3.13: Welfare Incomewho Lost OFP due to Policy Change (2Q036)¢ Average Annual

LyO2YS o6& tlreyYSyd ¢ellS F2N ¢K2asS Ay

Welfare Payments
Year
OFP JST | JBIJA FIS | BTWFD| Ed, JB, other CB CA/DA/BASI
2013 | 10,375 | 5,365 | 4,237 | 4,374 - 8,073 2,572 6,671
2014 | 10,249 | 6,171 | 6,291 | 4,869 - 8,192 2,512 7,421
2015 6,346 5926 | 6,722 | 5,266 921 7,215 2,460 8,166
2016 5,446 9,449 | 7,455 | 6,048 | 1,641 7,464 2,496 9,187

Source: Indecon analysis

Notel: OFP ©neparent Family Payment)ST = Jobsee@er ¢ NI yaAGA 2y f tl&YSyidz w. kw' T
Income Support, BTWFD = Back to Work Fdbmiiglend *Ed = Education, J8JobBridge CB = Child Benefit, CA/DA/BASI = C3
Allowance, Disability Allowance, baSapplementary Welfare Allowance

Note2: Averages for each category of welfare payment are average payments to only those who receive that welfare payme

Table3.14 shows whilst the numbers on OFfeclined significantiyover that time, there were

increases in people on JST, JB/JA, FIS and BTWFD amongst other schemes. This shows that there was
movement from OFP to other forms of welfare payment when OFP wadrosur evaluation of

overall dependency rates and in ourttiezation of any Exchequer cost savings from OFP Reforms,

we take all of these welfare payments into account.
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Table3.14: Number of People on Different Welfare Paymentgveryone who Lost OFP due to

PolicyChange (2012016)

Year OFP JST | JBIJA FIS BTWFD | Ed, JBother CB CA/DA/BASI
2013 43,674 503 | 4,055 8,958 - 460 - 2,520
2014 38,058 | 2,130 | 5,951 | 10,480 - 563 43,312 3,094
2015 31,053 | 15,814| 9,179 | 13,296 7,218 872 41,809 4,562
2016 5,027 | 16,002| 9,928 | 13,286 8,252 1,090 39,665 5,695

Source: Indecon analysis

Note: OFP = Ongarent family payment, JST = Jobsegker ¢ NI yaA G A2yl f tlF&YySyids w.kw' T
Income Support, BTWFD = Back to Work Fabiiidend *Ed =Education, J& JobBridge, CB = Child Benefit, CA/DA/BASI = C
Allowance, Disability Allowance, baSlapplementary Welfare Allowance

The following table shows the average duration of each spell on each payment on an annual basis.
This table illustrags that the payments reported above are influenced by the average duration of
each payment. On average, individuals are on each individual payment for less than a full year and
this will lead to lower average payments than implied if an individual wasiandividual payment

for an entire yearlndividuals may transition on and off different payments or move in and out of
the social welfare system entirely due to a number of factors including changing personal
circumstances in terms of employment, marriagmigration etc. As such, the figures presented in
these tables reflect the impact of range of factors and cannot be entirely attributed to the OFP policy
changes.

Table3.15: Average Duration(Weeks)on Different Welfare PaymentsEveryone who Lost OFP

due to Policy Change (2012)16)

Year| OFP JST JB/JA| FIS | BTWFD | Ed, JBother CB CA DA BASI
2013 a7 21 30 43 - 33 51 48 26 27
2014 46 27 36 44 - 34 51 a7 33 35
2015 29 25 36 42 24 27 51 45 37 33
2016 27 40 38 45 44 25 50 47 43 35

Source: Indecon analysis

Note: OFP = Ongarent Family Payment, JST = Jobsee®er ¢ NI yaAdA 2yl f tlF&YSydizxr w. xkw T
Income Support, BTWFD = Back to Work Fabiilidend *Ed = Education, JBJobBridge, CB = Child Benefit, CA/DA/BASI = C|
Allowance, Disability Allowance, baSiapplementaryelfare Allowance
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Table3.16 shows the difference in average welfare income between those who lost OFP due to the

policy change and those that did not lose it due to the policy change. Whilst the average welfare

income d those who did not lose OFP due to the policy changeeasedslightly between 2013 and

2016, those who lost OFP due to the policy change saw a decline in their average welfare income of

22% over the policy periodhis, however, may be due to a rangdaiftors and not just the policy
OKIFy3aSad C2NJ SEIFYLX S OKlIy3Sa Ay |y AYRAGARdZ f O
level of welfare payments.

Table3.16: Average Welfae Incomeof All those onOFP(20132016)

2013 2014 2015 2016
Lost OFP due to policy change EMNZO €EMOZXZTl EMHZC €MMZM
Other OFP Recipients* EMANEP eMnZIn €MANXT € MMZIH

*Includes those remaining on OFP over period and those losing OFP fepolary related reasons
Source: Indecon analysis

Table3.17 shows the change in total welfare income for those that lost OFP due to the policy

change, broken down by the year in which tledort lost OFP. Those who lost OFP due to the policy
OKFy3aS Ay unmo SELISNASYOSR (KS tIFNBSadG | gSNI IS |
AY Hnmo (G2 eyZoyd AY HAMNDOD

Table3.17: TotalWelfare Incomeof those who Lost OFP due to Policy Change (2PQ.386)-

By Year of Losing OFP

2013 2014 2015 2016
Lost OFP in 2013 EMMZC €YX0YyY E€ETZTN €TZHH
Lost OFP in 2014 EMNZ/Nl €eMHZC emMnzn € ®Zo)
Lost OFP in 2015 EMPZEIM €EMPZH €MNXZ/ € MHZXZM
Lost OFP in 2016 EMNZH eMnzn e€eMnXy € MOZXY
Source: Indecon analysis

A detailed analysis dhe percentage of individualwith a decrease in welfare income in the year
following the loss of OF$hows that 84% of those impacted in 2013 saw a decreas¢aiwelfare
income in 2014, 7 of those impacted in 2014 saw a decrease ialtaklfare income in 2015 and

60% of those impacted in 2015 saw a decrease in total welfare income in 204 6lowever, of

note that onlylone parens with earnings had any reduction in their level of entittements to welfare
supports.The figures reflect not only the impact of the OFP policy reforms but also changes in the
levels of any other welfare payments reaeivby these families including changes in child benefit.
Individuals affected by the policy may lose child benefit payments in subsequent years due to the
age of their children and not the impact of the OFP policy reforms.

Similarlyjf an individual inazases employment earnings or moves off social welfara pariodfor
any reasorthen they may receive less welfare income in the year post the changese8slathe
data does not represent only the impact of the policy changes.

Indecon International Economic Consultants 22

Indecon



3 b Welfare Dependency and Employment Impacts

3.5 Impact on Employment

A key policy objective of OFP changes was to increase employmemdyyarent families. The
survey results show thainly 15% were in fultime employmentwhile on OFB6%indicatedthey
were in parttime employment.

Table3.18: Indecon Survey of Customers Affected by tBme-parent FamilyPayment Changes

Employment Experiences while on OFP

Please tell us about your employment expericewhile you were on OFP °¢eosf Respontlj\leonts
DEASEmployment Programme (such as Community Employment) 28% 72%
FullTime Job 15% 85%
PartTime Job 66% 34%

Source: Indecon Confidential Survey of ©osers Affected bythe Oneparent Family Payment Changes
Note: Some respondents answered yes to more than one option above. It is assumed that respondents were intloéhand part
time employment over the period.

After losing OFPa greater proportion of respondentadicatedthey were in fulltime and a lower
proportion in parttime employment.The reported experience of individuals to the Indecon survey
suggested that after the OFP ended the percentage idtifu employment increased from 15% to
22%.

Table3.19: Indecon Survey of Customers Affected by tBme-parent Family Payment Changes

- Employment Experiences after OFP Ended

: % of R nden
Please tell us about your employment experience after OFP ended. Yeoso €3p0 d?\lés
DEASEmployment Programme (such as Community Employment) 13% 87%
FulkTime Job 22% 78%
PartTime Job 60% 40%

Source: Indecon Confidentialirey of Customers Affected lilie One-parent Family Payment Changes
Note: Some respondents answered yes to more thia@ option above. It is assumed that respondents were in botHifolk and part
time employment over the period.

Thepositiveimpact of employmentor individuals and their family is evident from tresearch The
majority of individuals indicated thaémployment helped them make more monejevelopnew
skills, improve their aafidence, make new friendand improved their overall wellbeing and the
wellbeing of their childrenThis highlights the appropriateness of policies aimed at suppootireg
parentfamiliesto obtainemployment.
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Table3.20: Indecon Survey of Customers Affected by tBme-parent Family Payment Change

¢ Views on the Impact of Employment Duririg\fter OFP

How has this employmenthanged things for you and your family? My % of Respondents
employment... Yes No
Helped me to make more money 60% 40%
Has given me new skills 67% 33%
Improved my confidence 69% 31%
Gave me new friends 71% 29%
Improved mywellbeing 68% 32%
Improved my children'siellbeing 61% 39%
Has encouraged me to look for more work 65% 35%
Did not improve anything for me 29% 71%
Source: Indecon Confidentiali&ey of Customers Affected liie One-parent Family Payment Changes.

At the time of the survey 35% reported they were in education or traiwniitig a further9% seeking
work.

Table3.21: Indecon Survey of Customers Affected by tBme-parent Family Payment Changes

Employment Status

% of Respondents
Not working outside the home 15%
In Education or fRining 35%
Currently Seeking Wrk 9%

Source: Indecon Confidential&ey of Customers Affected lifie Oneparent Family Payment Changes

l'a LI NI 2F LYRSO2y Q& & dzNIJS &chafges, rasidddesiniré ashked NB&
to provide their views ortheir employment circumstancesince the OFP change9% suggested

that their employment situatioreither had got much or a littibetter while 20% indicated their
employment situatiorhad gottenworse
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Table3.22: Indecon Survey of Customers Affected by tBae-parent FamilyPayment

Changeg; Views on the Impact of the Changes to tHeFP

Please tell us about how you feel things have % of Respondents

changed sinc¢he time the OFP changes first My Theeconomic
affected you. SYLX 2e8yYS8yi situation in my area...
Has gotmuch better 10% 3%

Has got a little better 19% 12%
5ARY Qi 3SG o0SGGSNI 2N 52% 47%

Has got a little worse 8% 17%

Has got much worse 12% 21%

Source: Indecon Confidentialirey of Customers Affected lilie Oneparent Family Payment Changes

Individualswere also asked to indicate how they expect things to change over the next three years
in terms of their employment situatiord3% expected that their employment situation would
change for the better over the next three years di3s felt it would get wase.

Table3.23: Indecon Survey of Customers Affected by tB@e-parent FamilyPayment

Changeg Views on How they Expect Things to Change Over the Next Three Ye

Please tell us aboutdw you expect things to v % of Res :)ondeg]s .
Will get much better 16% 10%
Will get a little better 27% 23%
22yQi 3SG o0SGGSNI 2NJI & 44% 44%
Will get a little worse 5% 9%
Will get much worse 8% 14%
Source: Indecon Confidentiali&ey of Customers Affected lilie One-parent Family Payment Changes.

The impact of OFP on employment is also evident from the survey results which indicate that 46%
of those impacted by the changeglinated that the policy caused them to look for new employment
and 51% suggested it caused them to look for more hours of work.
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Table3.24: Indecon Survey of Customers Affected by tBae-parent Family Payment Chang

- Overall Impact of OFP Payment Changes

Please give your views on how the changes .
. Neither
to the Oneparent Family Payment have Strongly . Strongly
. Agree | Agree nor | Disagree| .
affected you and your family. The changest| Agree ' Disagree
Disagree
hCt X
Caused me to look for new employment 14% 32% 31% 17% 7%
Caused me to give up my job 3% 5% 28% 39% 24%
Caused me to look for more hours of work 18% 33% 28% 15% 7%
Caused me to reduamy hours of work 3% 6% 32% 36% 23%
Source: Indecon Confidentiali&ey of Customers Affected liie One-parent Family Payment Changes

The next tableshowsevidence from the JLBn the rise in the percentage of people who reported
earnings fronemployment amongst those who lost OFP due to the policy change. 60% of those who
lost the OFP due to the policy change reported earnings from employment in 2his6compares

with 44% of those who remained on OFP.

The results suggest thétte OFP changeare likely to have had a positive impact on employment.

This is also consistent with survey evidence which suggested the changes caused individuals to look
for new employment or more hours at workHowever,there are differences in the age and
demographe profile of different cohorts and so the increase cannot be attributed only to the OFP
changes.

Table3.25: Percentage with Earnings from Employment

Year Those who Remained on OFP Those who Lost OFP due Rolicy Changes
2013 47% 49%
2014 45% 52%
2015 44% 55%
2016 44% 60%
Sourceindecon analysis

This is confirmed byreanalysisof employment earnings by year in which individuals lost.GmRE

LINPLR2 NI AZ2Y 2F (K2aS Ay SYLX 28YSy({ pMBnignNIsa y 3 ST N
increasedin the years following the loss of OFP. This indicates that the loss ofe@#Eed in
individualsworking moreor to find better paying employment.
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Indeconalsoanalysedquantitative evidence oithe average earnings from employment of those

who kept OFPand thosewho lost OFP due to the policy implementdddividuals who lost OFP due

to the policy change hadaS NI 3S S| Ny Ay 3a 2F e€eT13IpT1c AY Hnamc O2°
enIHny F2NJ 6K2aS K2 {({SLIG hCtod ¢KS I SN 3IS SYLIX
the policy change increased significantly between 2013 and 2@igrage earnings from

employment represent only an element of individuals total earnings as these figures exclude welfare
payments which parents continue to have recourse to including JST, FIS and BTWFD.

Table3.26: Average Earnings fromniployment who Kept or Lost OFP (202816)

2013 2014 2015 2016
Kept OFR20132016 ENZpy enzno ENZHN ENZHN
Lost OFRit any stage epzZoc €CZHH ETZHRN eyzcp
Lost OFP due to policy change ENZyYynN EpPpZod €ECZHO ETZPT
Source: Indecon analysis
*Data only relates to employment earnings and total earnings including welfare earnings are examined in Section 4.

The average figures for employment include individuals who had no employment as well as those
who had secured eithgrart-time or full-time jobs. It is therefore informative to look at the average
employment earnings of those who had some employmEable3.27 examines the difference in

average earningfor those with some employmengmongst those who kept OFP between 2013

and 2016 and those who lost it at some statiging thoseyears. Those who lost OFP due to the

policy change saw their earnings increased by 29.7% over theyéaurperiod.lt shouldbe noted

that those individuals losing OFP and reporting earnings from employment would still have access

to social welfare supports such as JST, FIS and BTWFD depending on their precise circumstances and
income levels.

Table3.27: Average Earnings from Employment of Those who Kept or Lost OFP Who Had {

Employment (20122016)
2013 2014 2015 2016
Kept OFR20132016 €EpZpy €edpznm €EpzZpmMm €EepZcrT
Lost OFRt any stage eEMnxn EMMZXZO EMHZXZDPp EMOZXZ
LostOFP due to policy change EPZTT| emno EMMZO € MHZXC
Source: Indecon analysis

The following table providesvidence on changes in averagarnings from employment for each
cohort of individuals losing OFP in from 2013 to 20Ikis table suggests that losing OFP generally
results in higher earnings in the year following the loss of OFP. The results may also suggest that
over time employment earnings increasé his suggests that the policy reforms are encouraging
individuals o either seek employment or to increase their hours of existing employment.
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Table3.28: Average Earninggom Employment of those who Lost OFP due to Policy Change

(20132016)- By Year of Losing OFP

2013 2014 2015 2016
Lost OFP in 2013 EPZdp ETZHDP Eyzny € pZnH
Lost OFP in 2014 EpZmd EPZTO ETZNP EyzZny
Lost OFP in 2015 enzpn epzZnn EPZyYyPp eTZon
Lost OFP in 2016 € o0Xdgo EnzIMc eEnzno epzZoc
Source: Indecon analysi&xcludes Welfare Incomes

3.6 Marginal Impact of Policy Reforms

In order to estimate the marginal impact of the policy reforms Indecon utilised geranf
econometric methodologies.The results of the estimation are presented in the tabddow. The
ATET is the average treatmenteaxffon the treated The analysis finds th&oth the DID and RDD
models prediotd the policy ledto a lower overall welfare dependency rate. The impact was
estimated at between a reduction @26 and %on the overall welfare dependency rat€heDID
model suggests an impact of reducing the welfare dependency rad&dpercentage pointsAll of

the econometric model§ind a negative impact on the probability of having a welfare dependency
rate of greater than 50% or of 100@ur main econometric modeuggesta 16% reduction in the
probability of being more than 50% welfare dependentiaa 346 reduction in the probability of
being 100% welfare depender8tatistically significant figures are indicatedid.

Table3.29: Econometric Evidence omlpact of Policy Reforms owelfare Dependency

Difference in Regression
Difference Discontinuity
Model Dep Var Marg'ia;glz;l;:lpact Marg)i:gl;irr;pact
WDR -4.1% -3.2%
I.WD_50 -16.1% -4.7%
I.WD_100 -2.7% -2.2%
Source: Indecon analysis of JLD |

We next estimated the same models excluding those who moved toAIBdn looking at the cohort

who did notmoveto JST LYRSO2y Q& 5L5 Y2RSt SaidAyYliSa (GKS
of the welfare dependency rateThe model also estimates a 22%&gduction in the probability of

being more than 50% welfare dependentcha 46 reduction in the probability of being Q%

welfare dependent.
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Table3.30: Econometric Evidence on Impact of Policy Reforms on Welfare Dependency

(Excluding Those on JST)

Difference in Regression
Difference Discontinuity
Model Dep Var Marg'io;glzﬂlpact Marg'ib;l-;ilzxpact
WDR -9.1% -5.5%
I.WD_50 -21.9% -7.5%
I.WD_100 -4.2% -4.1%
Source: Indecon analysis of JLD

Indecon also examined the impact of the reforms on the probability of the individual being
employed at all in a given yeamdthe probability of them being in employment with earnings of
more thane H S p N N 3 € nJp SmynRn > e vpprzannum a different dependent ariable
indicating above or below the threshold was defined for each income level and the model rerun for
each. The marginal impact of the policy on the probability of being over the threshold can then be
estimated The results are presentien the tablebelow. The models suggest that the policy reforms
increasel the probability of those impacted being employed in subsequent years by bet2%en

and 0. The models also suggest that the policy reforms increase the probability of the affected
individuals being in employment argrningoverS I OK 2 F (GKS GKNB&E®O Ra >
per annum

Table3.31: Econometric Evidence on Impact of Policy RefolmnsEmployment

Difference in Regression
Difference Discontinuity

Model Dep Var Marg/i-\rEIE;Z] pact Marg/ib;;l;lllz-irnlwpact
Emp Earnings 3.3% 2.2%
Emp Earnings > 2.5 3.3% 2.3%
Emp Earnings > 5 3.4% 2.6%
Emp Earnings > 10 4.5% 3.5%
Emp Earnings > 15 6.3% 2.8%
Source: Indecon analysis of JLD

The modelsexcluding those transitioning to JSTiggest that the policy reforms increakséhe
probability of those impacted being employed in subsequent years by betwéemnd %0. The
modelsestimate larger probabilities of the affected individYal { Ay 3 2 @SNJ emnInnn
Fyydzy O2YLI NBR G2 YIF{Ay3a e€enZIpnn YR epZnnno®d
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Table3.32: Econometric Evidence on Impact of Policy Reforms=omployment(Excluding

Those who Transferred to JST)

Difference in Regression
Difference Discontinuity
Model Dep Var Marg'iArIaIIE;l;; pact Marg'io;glz-irr:lpact
Emp Earnings 4.8% 4.1%
Emp Earnings > 2.5 3.1% 2.2%
Emp Earnings > 5 3.6% 2.7%
Emp Earnings > 10 7.6% 6.3%
Emp Earnings > 15 8.6% 4.9%

Source: Indecon analysis of JLD

3.7

Summary of Findings

C The policy objective of th®neparentFamily Paymenteforms that were introduced in the
Social Welfare and Pensions Act, 2012, was to reducetésngsocial welfare dependency,
and associated poverty, by ending the expectation fbae parens will remain outside of
the workforce indefinitdy. It is therefore important as part of our analysis to examine if the
OFP policy reforms decreased welfare dependency amongst the populatimmegbarens
and whether the policy resulted in an increase in employment.

C As background context to examinitfye impact of the policy reforms on employment and
welfare dependency, it is useful to consider the range of supports provided to OFP recipients

to assist individuals to reduce welfare dependence and increase employment. Some of
these activation supportsra being rolled out over time and so not all of those who lost OFP

payments due to the policy change will have had access to these services to date. It is,

K236 SOSNE

dza S¥dzf (2

SEIYAYS

0KS t S@St

27

with thesesupports.For those who lost OFP due to the policy change approximatety

fifth had engaged witDEASPOne-to-one engagement or individual follean engagement
accounted for 7,709 engagement activations and theese an additional 3,651 individuals
who participated in activation group engagement.

C Since the original changes were madeOFPa number of other supporting measures have

also been introduced including the Back to Work Family Dividend which provided financial

support inthe period after 5 Jamary 2015to certain families with children who take up

employment or selemployment. Our analysis shows that many individuals who lost OFP

a4 SN

were assisted from this initiative. For example, 26.4% of individuals who lost OFP in 2015
obtained this payment.

Indecon
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C Almost one-third of respondentsto the Indecon surveyeported that they received
information on employment programmes and training or education opportunities while
18% reported they received advice on preparing a personal development plan.

C Indecon alscasked respondents to the survey for their views on the helpfulness of the
information and service provided by the department. 37% of individuals found the
information and service helpful/very helpfuhile 30%suggested that thegid not find the
service to be helpful.

C The longerterm objective of reducing welfare dependency and employment will be
influenced not only by the activation support services provided but also by the engagement
of individualsin education and training. Asart of this study we asketthosewho lost OFP
what impact, if any, it had on their involvement in training and education and employment.
The results show that 39% ofe-parentfamilies suggested the changes encouraged them
to consider education, traing or an employment programme, but for 1%%as suggested
the changes discouraged this option. The results suggest that the changes are likely on
balance to have a positive impact on encouraging a percentage ae@pkentsto enhance
their skills viseducation or training.

C The majority of respondent® the Indecon surveguggested that the educatidtraining
had a positive impact in many ways including acquiring new skills, improving confidence,
making friends, encouraging children to want to studg anproved overall wellbeing.

C Amongst those who lost OFP due to the policy change, average OFP payments fell sharply
between 2013 and 2016, but dsne parens transitioned from OFP onto other social
welfare payments, average welfare income from JSTariidl BTWFD, increased significantly
suggesting that some of the OFP reductions were met by other social welfare supports.

C An analysis of those who lost OFP shows that welfare dependency rates fell in the year after
individuals lost OFP. The evidence alsowshthat the reduction in welfare dependency
declined each year after the OFP was lost. For example, those who lost OFP in 2013 saw a
welfare dependency reduction of 74% in 2018dathis declined to 63% in 2014. This
declined further t060%in the following year and 56% in 2015.

C A key policy objective of OFP changes was to increase employmeneiparentfamilies.
The employment position of individuals surveyed when they were in receipt of the OFP,
shows that only 15% were in fdime employment and 66% indicated they were in part
time employment.

C After the OFP, a greater proportion of respondehisd securedfull-time and a lower
proportion in parttime employment. The reported experience of individuals to the Indecon
survey suggested that after the OFP ended the percentag&ulitime employment
increased from 15% to 22%.

C The positive impact of empymnent for individuals and their family is evident from the
Indecon survey.The majorityof individuals indicated that employment helped them make
more money, develop new skills, improve their confidence, make new friends and improved
their overall wellbeng and the wellbeing of their children. This highlights the
appropriateness of policies aimed at supportimpe-parent families in obtaining
employment.
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C 29%of survey respondentsuggested that their employment situation had got much better
or a little beter as a result of the changes while 20% indicated their employment situation
had got worse.

C 43%of respondentsexpected that their employment situation would change for the better
over the next three years but3% felt it would get worse.

C The impact oOFP on employmerdrospectsis also evident from the survey results which
indicate that 46% of those impacted by the changes indicated that the policy caused them
to look for new employment and 51% suggested it caused them to look for more hours of
work.

C The analysishows the rise in the percentage of people who reported earnings from
employment amongst those who lost OFP due to the policy change. 60% of those who lost
the OFP due to the policy change reported earnings from employment in 2016. This
compases with 44% of those who remained on OFP.

C The results suggest thate OFPpolicy changesare likely to have had a positive impact on
employment. This is also consistent with survey evidence which suggested changes caused
individuals to look for nevemployment or more hours at work.

C ¢KS LINBLRNIAZ2Y 2F GK2aS Ay SYLX2eYSyd NBLRNI
annum also increases in the years following the loss of OFP. This indicates that the loss of
OFP resulted in individuals working more®find better paying employment.

C Indecon also analysed quantitative evidence on the average earnings from employment of
those who kept OFP and those who lost OFP due to the policy implemented.

C Individuals who lost OFP due to the policy change had avé8dgdNy/ Ay 3a 2F e€eTIpTcC
O2YLI NBR (2 SYLIX2eYSyid SINyAy3aa 2F enIuny
employment earnings of those who lost OFP due to the policy change increased significantly
between 2013 and 2016.

C Those who lost OFP due to the polatyange saw their earnings increased by 29.7% over
the four-year period.

C The results of theeconometricsshowthat for all models the policy led to a lower welfare
dependency rate. The impact was estimated at between a reduction of 3% and 4% on the
overallwelfare dependency rate. TH2IDmodel suggests an impact of reducing the welfare
dependency rate by 4% percentage poirath the DID and RDEconometric models
indicate that OFP reforms reducdite probability of having a welfare dependency rate of
greater than 50%and also reduced the probabilif having a welfare dependency rabé
100%. Our main econometric model suggests a 16% reduction in the probability of being
more than 50% welfare dependent and a 3% reduction in the probability of being 100%
welfare dependent.

C Oureconometricanalysis ofthe impact of tke policy reforms on employmeimndicate that
the marginal impact of the policy increas¢he probability of those impacted being
employed in subsequent years by between 2% and A%igherprobability of those
impacted beingemployed in subsequent years loétween 4% and 5%s evidentfor those
who did not transfer on to JSTThe models also suggest that the policy reforms increase
the probability of the affected individuals being in employrhandearning ovethresholds
2T € H E ®0O0A petiadnum
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C Our analysis shows that the OFP reforms have been successful in increasing employment
and in reducing welfare dependency. Despite this finding and while accepting it is too early
to examine theoveralllongterm impacts, a potential concern is that many of those who
lost OFP remain unemployed or in low paid or garte employment. A key challenge for
policymakers is to assisbne parens to become more integrated into the Irish labour
market.
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4 CAYIYVYORIGGSNYEBER20FG t 2f A 08 wSTF2N)YA

4.1 Introduction

The empirical evidence examined suggests that the OFP changes have had positive impacts on
reducing welfare dependencgnd increasinghe probability of securing employmen®ver the

longer term the positive impacts of the changes on employménpacts if sustained offer the
potential to enhance the financial position @fie-parentfamilies and to reduce the risks of poverty.
However,it is also important to consider thehortterm impact on the financial position and the

risks of poverty of those impacted by the policy changes. It is also recognised that increased
employment, while having many benefits, does nacassarily improvdone parené fhancial
wellbeing particularly in the case of thiew paidpart-time employment.

4.2 Impact on Families Financial Position

a4 LI NI 27F L yneiBdoassffected by dmNTFEhangesiie obtainedtheir views on

the changesni their personal financiatircumstance the period aftetOFP changegdust over half

Opoz0 2F NBaLRyRSyida AyRAOL (¢t litlekvbrégmicK Boks&ld F I YA €
since the changes to the ORFhile 27% said it didot changetheir financial situation and 20% said
GKSANI FI YAT&@Qa TieyfbeteOlhis inpodahtiodzbteithag tesekchaRyesIray

have been for various reasons and not simply due to OFP reform.

Table4.1: Indecon Survey of Customers Affected by tBaeparent FamilyPayment Changes

Please tell us about how you feel things have changed
sincethe time the OFP changes first affected you.

a® TFlLYAf@Ua TFAYFYOALE &AdGdd GA2yX

% of Respondents

Has gotmuch better 5%
Has got a little better 15%
5ARY QG 3ISG o0SGGSNI 2NJ 62NARS 27%
Has got a little worse 27%
Has got much worse 26%

Source: Indecon Confidential&ey of Customers Affected lifie Oneparent Family Payment Changes

Indecon also examinedseparately the views of respondents who qualified faWW2 6 8 SS {1 SN a
Transitional(JSTpayment at the time their OFP endelBlor most of these individuals there was

change in the levels of payments received under JST compared to kdyabbtained under OFP.

Despite this it is clear that "> 2 F W{ ¢ NBaLRyRSyidia AyRAOIGSR GKI
had gotten a little worsemuch worse since the changes to the OFP while 25% said gdiizeh a

little better/much better sincghe changesThis highlights the fact that OFP changes were not the

only factors impacting oone-parent¥ YAt AS&aQ FadylFIyOAlLt aAiddz GA2Y
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Table4.2: Indecon Survey of Customers Affected by tbmeparent Family Payment Changes

who Qualified forw2 6 8 SS{ SNR& ¢NI yaAGA2y L t | &)

Please tell us about how you feel things have
changedsincethe time the OFP changes first affected you.

ae TFrYAfeda FAYFYOALf aAddzd GA2yX

% of Respondents

Has gotmuch better 6%
Has gota little better 19%
5ARY QU 3ISG o0SGGSNI 2N g2NRES 32%
Has gota little worse 18%
Has goimuch worse 24%

Source: Indecon Confidentiali&ey of Customers Affected lifie One-parent Family Payment Changes

Respondents were also asked to indidadev they expect things to change over the next threergea
in terms of theirf I Y KilaBc@lsituation. Theesultsindicatedthat 41% of individuals believbat
their familyQ #inancial positiorwill improve over the next three years while 30% felt it would not
change andhe balancefelt their familyQ & T ApgditighQubuldet worse. The results suggest
more positive expectations for thefuture financial situation compared to what has occurssace
the OFP changes were made.

Table4.3: Indecon Survey of Customers Affected by tBaeparent Family Payment Changes

¢ Views on How they Expedtheir Financial Situatioto Change Over the Next
L CERECETS

Please tell us aboutdw you expect things to changever the

next three years % of Respondents
aed FlLYAfeuya FAYIFIYyOAlLft &aAddzr GA2YyX

Will get much better 14%

Will get a little better 27%

22y Qi 3SG o0SUGSNI 2NJ 62NAS 30%

Will get a little worse 14%

Will get much worse 16%

Source: Indecon Confidentialivey of Customers Affected lifie Oneparent Family Payment Changes.

JSTrespondents were also asked to indicate how they expect things to change over the next three

years in terms of their financial situation. Over half of the respondents (52%) reported that expect
GKSANI FIFYAf@Qa FAYIl YyOAL f petthttodrhying fayie addh17% ex@& G 0 S G |
it to get worse to some degree.
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Table4.4: Indecon Survey of Customers Affected by tbmeparent Family Payment Changes
who Qualified forw2 6 & S S 1 S NI ®aythevd: Respandent? Yiews on How

they ExpectThings to Change Over the Next Three Years

Please tell us about how you expect things to change o\
the next three years.

ae TFTlIYAfausa

% of Respondents

TAYIYOALE aAddd GAzyX

Will get much better 17%
Will get a little better 35%
22y Qi 3ASG o0SGGESNI 2NJ 62 NA 27%

Will get a little worse 9%

Will get much worse 12%
Source: Indecon Confidentialivey of Customers Affected lilie Oneparent Family Payment Changes

4.3 Quantified Impact on Incomes

Indeconalsoexaminedempirical evidence on the changes in the incomes of tivalse have been
impacted by OFRn Section 3he analysishowed that welfare income and dependency declined
for those impacted by OFP but that employment earnings increased. A key isstetiser
employment earnings have as yet been sufficient to compensatarfgdecline in social welfare
incomes.

As noted earlier,liere are likely to be a range of factors influencing the changes in ircapast

from the policy reforms. Changing circumstances imi of employment, family sizend age of
children can all impact on the inconse The data on average incomesdicates that in 2016
incomes of those who lost OFP due to the policy changes were similar to those who had remained
on OFP over the period. However, it should be noted that there are likely to be differences in other
characteristics between these groups includpagental ageand age 6children which may impact

on incomes

Table4.5: Average Total Income?0132016)

2013 2014 2015 2016
Those who remained on OFR®132016 €15,037 €15,842 €16,824 €18,071
Lost OFP due to poliaghange EMPEIM eMPEINM €EMYZIyY €MYyZ2XZT
Source: Indecon analysis

Table4.6 examines the total income dfiose who lost OFP due to the change in polidye evidence
shows that here was a decline in income in the yedter their loss of OFPThose who lost OFP in
2013 experiencel the largestdecline in averagegncomecompared to the previous yeapossibly

due to the fact that this group would have also experienced a loss in child benefit in the subsequent
year.
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Table4.6: Total Incomeof those who Lost OFP due to Policy Chan2@13-2016) -

By Year of Losing OFP

2013 2014 2015 2016
Lost OFP in 2013 EMTEpP €MPZIC €EMpPXZY €MCZH
Lost OFP in 2014 EMPIH €eMyZo €MTXIN €MTZXZY
Lost OFP in 2015 eMpIc eHNnZo eMbpZyl €mMmdpZIn
Lost OFP in 2016 EMYZM €MYyZ2Zc e€eM®PZH €mMpIw

Source: Indecon analysis

The analysisuggests thatvhile the policy reformgesulted inindividualsincreasingheir earnings
from employment following the loss of ORRis increase irearnings hasiot as yetbeen sufficient
to fully compensate for the loss in welfare incontdowever, sme individuals who lost OFP have
experienced either ntoss or an increase in income.

While 52% of individuals who lost OFP in 2015 faced no losgahitwomes, a small percentage of
individuals experienced a decline in income of over 3@¥moted earlier the welfare component of
incomes will be influenced by the average number of weeks of claims made on different welfare
programmes. Again, we notéat changes in income may be due to various factors including
changes in individual circumstances and it would be incorrect to interpret changes as only due to
OFP reformsWays of assisting these more vulnerable individuals to increase their employment
order to enhance incomes something which merits particular attentiofihe figures also shotlhiat

19.8% of those who lost OFP in 2015 experienced significant increases in income of over 10%.

Table4.7: Analysis of Changes in Total Income Post OFP Losses

2013 2014 2015

No Change 3.4% 9.7% 16.8%
Gain of between 110% 7.0% 9.3% 15.3%
Gain of between 120% 5.0% 6.2% 6.1%
Gain of between 2(0% 3.2% 4.0% 3.8%
Gain of over 30% 9.5% 10.2% 9.8%
Loss obetween 110% 16.3% 19.7% 17.0%
Loss of between 120% 22.1% 17.5% 14.7%
Loss of between 280% 13.8% 10.8% 6.9%
Loss of over 30% 19.8% 12.6% 9.5%
Source: Indecon analysis
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The trend in average earnings of those who lost OFP due to policy changeeseated in the
figures below. This shows a small average reduction in insowres the period for these individuals.

Table4.8: Earnings and Total Incontéveryone who Lost OFP due to Policy Change (2013

201606 € O
Year Total Income
2013 19,148
2014 19,169
2015 18,859
2016 18,720
Source: Indecon analysis of JLD

In addition to considering average incomes it is useful to examine how incontliessef who lost
OFP prior to 201By age categorgompare to similar age categories for those who remain on OFP
The figures show that the individisawho lost OFP in age cohort-30 have the highest income.
Amoryg those over the age of 35 argtill on OFP hd higher average total incomest-or those
between 20 and 35there werehigher level of earning®r those who lost OFP led to them having
higher income on average.

Table4.9: Income and Earnings from Employment of Existing and Former OFP Recipients

2016 by Age
Still on OFP Lost OFRlue to Policy Change

Age Category Average Total Income Average Total Income
Under 20 10,617 9,693

20-24 14,687 15,125

2529 17,100 17,774

30-34 18,593 19,114

35-39 19,829 19,760

4044 19,949 18,926

4549 19,241 17,969

50-54 18,627 16,493

55 and older 16,663 14,173

Source: Indecon analysis

An analysis of the incomes of those who lost OFP compared to those still on OFP by number of
children ispresented in thenext table. Not surprisingly given how social welfare suppsrt
structured, he figures show that average incomes for both groups were higher for ésnuilith

more children. &r families with three or fewer children those who had lost OFP had higher total
incomes when compared to their OFP comparators.
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Table4.10: Income and Earnings from Employment of Existing and Former OFP Recigients

2016 by Number of Children

Still on OFP Lost OFRIue to Policy Change
Children Average Total Income Average Total Income
1 Child 16,005 17,026
2 Children 17,676 18,639
3 Children 19,665 20,265
4 or more Children 22,791 22,277
Source: Indecon analysis

4.4 Impact on Social Outcomes and RiskRiverty

Having examined the available evidence on the impact of the policy refofntke financial
wellbeingon individuals, we now turn to Idoat the related issue oimpact of the reforms orthe
risk ofpoverty.Owing to the fact that persons who qualify file OFP areneanstested, this group

of individuals are likely to have experiencedpdeation and risk of poverty prior to any policy
changeThisiscg a A a0 Sy (i ¢ A (i KveyeyitBcd @htiDshowy thatrass tdeNdnge of
categories there waslaigh proportion of respondents who reported they could not afford the item
before the OFP changeBable4.11 presents data otthe proportion of respondents to the Indecon
survey who were unable to afford each of the itelmsfore any OFP changdemonstrates that
recipients of theOFP experience relatively highates ofdeprivation. The figures also indicate an
increase irthe percentage who were unable to afford the items in the last two months.

Table4.11: Indecon Survey of Customers Affected by t®ae-parent Family Payment Changes

¢ Experience®f Deprivation beforethe OFP Changesersusin Last 12 months

Please tell us if, before the OFP changes sintddnuary % Unable to Afford

first affect_ed .you, you were able or unable to afford any ¢ Prior to OFP In last 12 Months
the following: Changes

Two pairs of strong shoes 49% 59%

A warm waterproof overcoat 37% 50%
Never had to go without heating 41% 47%

Buy new (not secontiand) clothes 38% 45%

Eat meal with meat, chicken, fish (or vegetarian equivale

17% 23%
every second day
Have a roast of meat or its equivalent orecgeek 30% 35%
Keep the home adequately warm 32% 38%
Buy presents for family or friends at least once a year 46% 54%
Replace any worn out furniture 84% 85%
Have family or friends for a drink or meal once a month 74% 76%
Have a morning, afternoon, @vening out in the last 73% 76%

fortnight for entertainment
Source: Indecon Confidential&ey of Customers Affected lifie Oneparent Family Payment Changes
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An analysis odST recipients regarding their experiences of depomebefore the changes to OFP
shows that this grougxperiencedslightly higherrates of deprivatiorthan other OFP recipients
before the changes to OFP.

Table4.12: IndeconSurvey of Customers Affected by ti@ne-parent Family Payment Change
who Qualified forw2 6 8 SS1 SN & ¢ NI BRgedeiics &f Pépfivation &

before the OFP Changes

) ] ] % Unable to Afford
Please tell us if, before the OFP changes sintddnuary 2012 first affected
you, you were able or unable to afford any of the following: Indecon Survey

Respondents

Two pairs of strong shoes 54%
A warm waterproof overcoat 44%
Never had to go without heating 45%
Buy new (not secontiand) clothes 42%
Eatmeal with meat, chicken, fish (or vegetarian equivalent) every second day 20%
Have a roast of meat or its equivalent once a week 33%
Keep the home adequately warm 36%
Buy presents for family or friends at least once a year 50%
Replace any worn odtirniture 86%
Have family or friends for a drink or meal once a month 76%
Have a morning, afternoon, or evening out in the last fortnight for entertainme 7%
Source: Indecon Confidentialivey of Customers Affected lilie Oneparent Family Payment Changes

A comparison of the responses among B€&RPrecipients relating to their circumstances before the
changes to the OFP comparedth that of the last 12 monthshows that there was a marginal
improvement in the small percentage who were able to afford all of the items listed but the position
for those not able to afford three or more itemdeteriorated Of note is that there has been no
change in the reported peentage of those at risk of consistent poverty in the last 12 months
compared to the position before the OFP changes affected them. Consistent poverty is defined to
describe someone who cannot afford at least two of a number of deprivation indicators.

Talle 4.13: Indecon Survey of Customers Affected by tBae-parent Family Payment Changes

¢ Experiences of Deprivation in the Last 12 Months

Number of Items on the Deprivation Index Before the"/g'c:JLRespondents
Respondents Reported they we Unable to Afford Changes Affected you In the Last 12 Months|
None 14% 15%
One or more 86% 85%
Two or more 81% 81%
Three or more 75% 7%
Four or more 66% 70%
Five or more 56% 63%
Six or more 45% 54%
Seven or more 35% 43%
Eight or more 24% 32%
Nine or more 14% 22%
Ten or more 8% 13%
Eleven 5% 8%
Source: Indecon Confidentialivey of Customers Affected lifie Oneparent Family Payment Changes
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In considering the possible causes of the differential effeatencomes of those who lost OFP, we
examined deprivation levels for those dgiifferent employment situationsThe below table shows
the responses of those who were fall-time employment at the time of completing the survey.
Relative to the average frorall respondents, those ifull-time employmentshow a significant
increase in thosevho are ableo afford all of the items of expenditurel'his highlights the positive
impact in reducing poverty of those who were able to obtain-tinle employment.Howe\er, a
different picture emerges for those with no employment or low pi@me employment earnings.

Table4.14: Indecon Survey of Customers Affected by tameparent Family Payment Change

- Experiences of D&ivation in the Last 12 Months (in Full Time Employment)

Number of Items on the Deprivatior] % of Respondents

Index Respondents Reported they wer

Unable to Afford Beforzfggtg dFsoihanges In the Last 12 Months
None 16% 27%

One or more 84% 73%

Two or more 79% 68%

Three or more 71% 63%

Source: Indecon Confidential Survey of Customers Affected btieparent Family Payment Changes.

As part of our researcghndecon obtained the views of individuals impacted by the OFP reforms on

their perceptions ofthe overall impact of the OFP changes on their families in terms of overall

wellbeing.23% of individuals affected indicated that the changes improved their sense of wellbeing
but 43% indicated that this had worsene8imilarly 21%suggested the changes had improved their

OKAf RNByQa ¢SftoSAy3a gKAES nx: adz33SadSR GKAA

Table4.15: Indecon Survey of Customers Affected by t@aeparent Family Payment Change:

¢ Views on theOverall Impacton Wellbeingof OFP Payment Changes

Please give your views on how the changes .
. Neither
the Oneparent Family Payment have Strongly . Strongly
. Agree | Agree nor | Disagree .
affected you and your family. The changes t{ Agree ' Disagree
Disagree
hCt X
Improved my sense of wellbeing 8% 15% 30% 23% 24%
Worsenedmy sense of wellbeing 21% 22% 30% 16% 10%
LYLINRDSR Y& OKAf RNBEBY, 7% 14% 31% 25% 23%
22NBESYSR Y& OKAfRNBY 19% 21% 34% 16% 10%
Source: Indecon Confidential&ey of Customers Affected lifie Oneparent Family Payment Changes
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In addition to the survey evidence we examine new quantitative data on thosskabf poverty

defined as the share of people with an equivalised disposable incoitee ¢acialtransfers) below

60% of the national disposable incomelhe following table illustrates the average median

household income in equivalised terms in Ireland over the period from 2010 to 2015. Data for 2016

is not yet available. Since the introduction of fhelicy changes it can be observed timationally,

YSRAIY AyO02YS KFra AYyONBIFASR FTNRY 2dza( poRayNJ € my X
riskhas also increased

Table4.16: Median Equivalised Hivda SK2f R Ly O2YS | yR
2010 2011 2012 2013 2014 2015

N_omlnal Mgd|an IncomeEquivalised total 18,501 | 18,148 | 18,276 | 18,262 | 18.864 | 20,000
disposable income

60% threshold for at risk of poverty 11,155 | 10,889 | 10,966 | 10,957 | 11,318 | 12,000

Source: Indecoanalysis of CSO data

The data ifTable4.17 presents evidence othose who lost OFP in each year and tracks the risk of
poverty of that cohort between 2013 and 2016. Those who lost OFP witnessed an increase in the
risk of poverty thedllowing yearas measured by 60% of equivalent incorbasthe proportion of

those at risk of poverty was highésr average of all those on Offfan amongst those who lost

OFP.

Table4.17: Percentagevith Incomes Less than 60% of the National Median Incomes

(20132016)

2013 2014 2015 2016
Lost OFP in 2013 57% 69% 73% 71%
Lost OFP in 2014 57% 62% 69% 67%
Lost OFP in 2015 57% 57% 59% 61%
Lost OFP in 2016 64% 63% 64% 62%
Average for althose on OFP 61% 63% 66% 69%
Source: Indecon analysis

As can be seen ifiable4.18, those who were still on the OFP in 2016 and between the ages of 30

and 34 were the least likely to be at risk of poverty, and had the highest equivalised ircome,2 M T n

This was also thergup with the lowest risk of poverty amongst those who had lost OFP in the
previous years. This age group had the Bighi G2 Gt Ay 02 Y STheigk oflpa@@&thl IS ¢
increasedvith age amongst both those who were still on OFP and those who kttthie payment.

This also increased for the younger individumtow the age of 30.

Indecun Indecon International Economic Consultants 42



41 Financial and Poverty Impacts of Policy Reforms

Table4.18: Percentageavith Incomes Less than 60% of the National Median Incorfaas

Existing and Former OFP Recipients in 2016 by Age

Previously Lost OFP
Age Observations % atRisk of Rverty Average Total Average Equivalised
Category Income Income
Under 20 5 100% 14,608 8,906
20-24 184 68% 14,584 10,483
2529 2,345 55% 17,754 12,938
30-34 5,795 51% 19,347 13,170
35-39 7,805 56% 20,062 12,131
4044 8,898 65% 19,366 10,939
4549 8,370 70% 18,428 10,402
5054 5,191 73% 17,267 9,088
55 and older 2,514 79% 15,115 9,083

Still on OFP

Age Observations % atRisk of Rverty Average Total Average Equivalised
Category Income Income
Under 20 1,179 95% 10,615 7,892
20-24 8,380 75% 14,696 10,708
2529 12,690 65% 17,139 11,747
30-34 10,515 64% 18,674 11,661
35-39 7,815 67% 19,930 11,183
40-44 4,653 71% 20,036 10,623
4549 1,880 73% 19,375 10,360
5054 478 71% 18,617 10,128
55 and older 106 78% 16,542 9,276
Source: Indecon analysis

Table4.19 demonstrates that those who had lost OFP prior to 2016 were less likely to be at risk of
poverty than the corresponding groups who were still on OFP. The average total inconeesed

and average equivalised incomegclined as the size of the family increased for both those who
are still on OFP and those who had previously lost OFP.
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Table4.19: Percentagewith Incomes Less than 60% of tidational Median Incomegor

Existing and Former OFP Recipient2016 by Number of Children

Lost OFP

Number of . % at Risk of Average Total Average Equivaliseg
Children Observations Poverty Income Income
1 Child 20,261 54% 17,514 12,573
2 Children 13,304 68% 18,963 10,523
3 Children 5,222 78% 20,685 9,312
4 or more Children 2,320 87% 22,840 8,199

Still on OFP
Number of . % at Risk of Average Total Average Equivaliseg
Children Observations Poverty Income Income
1 Child 21,938 61% 16,012 12,263
2 Children 14,356 70% 17,778 10,881
3 Children 6,751 78% 19,744 9,863
4 or more Children 4,614 88% 22,871 8,840
Source: Indecon analysis

4.5 Marginal Impact of Policy Reforms

In order to estimate the marginal impatt date of the policy reforms Indecountilised a range of
econometric methodologiesThe results of the econometric models on the impact on incomes of
the reforms compared to a counterfactual control group are somewhat ambiguousDDwnodel
suggestdl NB RdzOUA2Y Ay A yeOsdnN§,Zonteoling fodotheiztactoashilEthec ¢ LJ
results with the RegressioDiscontinuity modekuggesteda small increase in incomes. Indecon
believes that based on all the evidence it is likely that on average the changes resultschatl a
reductionin averageincomes compared to what would have been the cakhough for those in

full employment an increase in average incomes was evideuattherresearch on a more detailed
counterfactual analysis over time is neededlerive definitive conclusions

Table4.20: Econometric Evidence on Impact of Policy Reforms on Total Income

Difference in Regression
Difference Discontinuity
ATET/ ATET/
Model Dep Var Marginal impact Marginal impact
Total Income -1,269 279
Source: Indecon analysis of JLD

The econometric modelling alsattempted to estimatethe impact on those at risk of poverty
compared to the counterfactual position of no policy chang&oth the DIDand RDD models
suggest that, controlling for other factors, the policy reforms had no statistically significant impact
on the probability of affected individuals being classified as at risk of poverty. The coefficients on
the key variable for policy impam both models are statistically insignificaitt.should be noted

that it was only possible to run this model on the population of all those people on @G#fRhe
period. Thus, the results of this model for those impacted by the policy are relativibose
individuals still on OFP and further econometric modelling work on this may be appropriate if
additional data sources can be obtained.
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4.6 Summary of Findings

C Overthe longer term the positive impacts of the changes on employment, if sustained,
offersthe potential to enhance the financial position @ie-parentfamilies and to reduce
the risks of povertyand to have other social benefitélowever, it is also important to
consider the short term financial and poverty impact on loan parents.

C Just overhalf (53%) of respondent® the Indecon surve\ Y RA OF 6 SR G KI G GKS)
financial situation gos little worseimuch worse since the changesttee OFP while 27%
saiditdidnotOK I y3S GKSANI FAYIFYOALlIf &AGdz dvatigny | yR H
had gdten better. It is important to note that these changes may have been for various
reasons and not simply due to OFP reform.

C The resultof the survey alsindicated that 41% of individuals believed that their fafilgy
financial position wouldmprove over the next three years while 30% felt it would not
change andhe balane felt their family position would get worse. The results suggest more
positive expectations for thefuture financial situatios compared to what has occurred
since the &P changes were made.

C Indecon believes it is also critical to examine empirical evidence on the changes in the
incomes of those who have been impacted by OFP. A key issue is whether any increase in
employment earnings have as yet been sufficient to cengate for any decline in social
welfare incomes.

C The figures indicate that in 2016 incomes of those who lost OFP due to the policy changes
were similar to those who had remained on OFP over the period. However, it should be
noted that there are likely tde differences in other characteristics between these groups
including parental age and age of children.

C Our findings demonstrate thahe impact of OFP ok Yy R A @finendial incorevaried
andthe results indicate¢hat 52% of individuals who lost OFP2015 faced no loss in total
incomes, while 48% experienced a loss in income.

C For families with three or fewer childrethose who had lost OFP hah averagehigher
total incomes when compared to their OFP comparators.

C Owing to the fact that personwho qualify for the OFP ammeanstested, this group of
individuals are likely to have experienced deprivation and risk of poverty prior to any policy
OKI y3aSed ¢KAa Aa O2yaAraidsSyid ¢AGK LYyRSO2yQa y
range of categries there was a high proportion of respondents who reported they could
not afford basic items of expenditure before the OFP chanData on the proportion of
respondents to the Indecon survey who were unable to afford each of the items beigre a
OFP chnges were introduceddemonstrates that recipients of the OFBxperience
relatively high rates of deprivatioifhis suggests that simply leaving individuals on current
OFP payments will not address the risks of poverty for these individliagsfigures k50
indicate an increase in percentage who were unable tordffthe items in the last 12
months.

u»
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C A comparison of the responses among the OFP recipients relating to their circumstances
before the changes to the OFP compared with that of the last 12 hsmftows that there
was a marginal improvement in the small percentage who were able to afford all of the
items listed but the position for thoseot able to afford three or more itemdeteriorated
Of note is that there has been no change in the reponpedcentage of those at risk of
consistent poverty in the last 12 months compared to the position before the OFP changes
affected them. Consistdmpoverty is defined asomeone who cannot afford at least two of
a number of deprivation indicators.

C In consideing the possible causes of the differential effects on incomes of those who lost
OFP, we examined deprivation levels for those in different employment situatRasilts
show the responses of those who were finll-time employment at the time of completp
the survey. Relative to the average from all respondents, thodallitime employment
show a significant increase in thoao are able to afford all of the items of expenditure
This highlights the positive impact in reducing poverty of those wheable to obtain full
time employmentHowever, a different picture emerges for those with no employment or
low parttime employment earnings.

C 23% of individuals affected indicatédthe surveythat the changes improved their sense of

wellbeing but 43% indicated that this had worsen&imilarly 21% suggested the changes

KFR AYLINRPOSR GKSANI OKAf RNByQa ¢SffoSAy3a oKACT
C Indeconanalysedchanges imedianequivali®d income of those who lost OFP to examine

how the loss of OFP has affected the percentage at risk of poverty over time. Those who lost

OFPsawan increase in the risk of poverity the following year but ithe majority of cases

the proportion of those atisk of poverty was highdor the average othose on OFP than

amongst those who lost OFRyments

C In order to estimate the marginal impatit date of the policy reformsindecon utilised a
range of econometric methodologieBhe results of the econontric models on the impact
on incomes of the reforms compared to a counterfactual control group are somewhat
ambiguous. OuDIDY 2 RSt &dzZ233S&a4GSR | NBRdzOUA2Y Ay AyO2
controlling for other factors while the results with the Regiies Discontinuity model
suggested a small increase in incomes. Indecon believes that based on all the evidence it is
likely that on average the changes resulted in a small reduction in average incomes
compared to what would have been the case althoughtfamrse in full employment an
increase in average incomes was evident. Further research on a more detailed
counterfactual analysis over time is needed to derive definitive conclusions.

C The econometric modelling also attempted to estimate the impact orséhat risk of
poverty. Both thddIDand RDD models suggest that, controlling for other factors, the policy
reforms had no statistically significant impact on the probability of affected individuals being
classified as at risk of poverty. The coefficiesrighe key variable for policy impact in both
models are statistically insignificant. It should be noted that it was only possible to run this
model on the population of all thoggeople on OFP over the periodo interpretation of
these econometric resustshould be attempted, and the conclusion is tttaé balance of
evidencefrom the noneconometric investigationsuggests that the policy refornis likely
to have impacted on the risk of povertjor a percentage of individualwho lost OFP
although somendividuals experienced enhanced incomes
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5.1 Introduction

This chapter utilises the evidence outlined in the poegichapters to asse#ise impact of the policy
reforms on theExchequerand the wider impact of the reformsWe alsoconsider potential
alternative policy reforms that could have been undertaken. These alternative reform scenarios are
necessarily less detailed than thealysis ofhe policies

5.2 Exchequer Impact Analysis

The Public Spending Code defineskExchequercash flow analysiasa specific financial analysis
which takes into account direct and indirect flows which impact orBkehequerin the context of
the OFP policy reforms, there are a range of means thraughbh the policy changes may impact
on the Exchequerincluding:

C Lower expenditure on OFP payments;

C Increased expenditure on other social welfare payments as individuals transition to JST, FIS,
BTWEFD, Carers Allowance etc.

C Potential increase in taxatiormevenue from increased employment and earnings
attributable to the policy reforms; and

C The administrative costs of undertaking the policy reforms.

The JLD and other matched datasets provided to IndecoBRE4SRor this review facilitate an
assessment ofe impact of policy reforms on thexchequein terms of changing levels of welfare
payments.

In estimating the likely total social welfare payments to the affected population over the period
from 2013 to 2016 should the policy reforms have not takenglae use the data available in the

JLD and other associated matched datasets. We assume that should an individual not have lost their
OFP payments due to the policy reforms, their welfare payments would have remained constant in
future years over the 2012016 period, with the exception of changes in the rates for specific
welfare payments such as child benefit over the period. We also adjust the payments should an
individual become ineligible for child benefit at any point over the peritite following &ble
illustrates the estimatedcounterfactualtotal welfare expenditure required for the individuals
affected by the policy over the period 202816.

An additional adjustment is made with regard to those who would have lost OFP over the period
without the policy reforms in terms of the welfare payments which they would likely have
transitioned to. We assume that in the counterfactual scenario in which the policy reforms do not
take place that those individuals who would have lost OFP anyway would, cagay#ransition to

other source®f welfare that would provide 88 of the welfare income they were eligible for while
receiving OFP. This assumption is based on evidence from the JLD which suggests that, on average,
weekly payment rates for those on JAGI® 68% of the weekly payment rates for those at the end

of an episode of OFHhis does not take account of the impact of any individwdle may gain
employment and no longer claim JA/JB after losing BBle 5.1presents data on what social
welfare payments would have been for individuals impacted in the absence of the policy reforms
under the assumptions specified
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For the purposes of this analysis, we also include an assumption on scheme costs of implementing
0KS L2t AO& NBT2 Nd¥aEThaE meapt to YehatvénhirdligativeIihglofthé wider
system administration costs of changing the payment systems, working with those assisted,
designing additional transition measures and other costs. Further research to evaluate such costs
would be needed but is outside the scope of this preliminary study.

Tableb5.1: Estimated Total Welfare Payments 20PB16¢ Counterfactual Scenariee a A f

2013 2014 2015 2016
Total Welfare PaymentsCounterfactual 646 638 642 658

Source: Indecon analysis of JLD

The following table illustrates the actual spending on welfare payments for the affected population
over the period from 2013 to 2016.

Tableb.2: Actual Total Welfare Payments 20429016-€ a A f f A 2y a

2013 2014 2015 2016
Total Welfare PaymentsActual 644 619 564 491

Source: Indecon analysis of JLD

Tableb.3 outlines the estimated savings in the welfare payments bill to the affected population over
the period from 2013 to 2016. The policy reformsre associated witBavings to thé=xchequerin
particular in 2015 and 2016.

Table5.3: Estimated Welfare Savings 20P816-¢ a A f f A 2y a

2013 2014 2015 2016
Total Welfare Paymerftavings 2 20 78 167

Source: Indecon analysis of JLD

In addition to the savings on welfare payments outlined above, any additional income tax revenue
from increased earnings from employment attributable to the policy reforms can also be considered
a benefit to theExchequeof the policy reforms. Analysis thfe data in the JLD and matched revenue
data on earnings allows us to observe the trends in earnings from employment for those individuals
affected by the policy reforms.

The findings from the econometric analysis suggest that, holding other factorsogriadividuals

who lose OFP due to the policy reforms have annual earnings from income & € ¢ otllan KA 3 K S NJ
otherwise would be the case. This estimate controls for other factors such as age, gender, number

of children and employment history andtigis an estimate of the marginal effect of losing OFP over

the period 201322016.

It should however be noted that while theg&&chequesavings were associated with the reforms
under the assumptions specified, some of these savings may have been duevidualdi not
claiming benefits for other reasons and so caution should be exercised in interpreting the figures.
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We estimate the total increase in employment earnings attributablthe policy reformsaising this
econometric evidence and information on thember of individuals impacted by the policy reforms
in each year. We also adjust these estimates for those indivgduiab would have lost OFRer the
period from 2013 to 2016 without the policy reforms.

The following table illustrates the total additial earnings attributable to the policy change on an
annual basis from 2013 to 2016 and estimates the increased income tax receipts from this
employment.Theseestimates of income tax receipts are based on an assumed income tax rate of
20%for all those irfull-time employment We assume however that thosepart-time employment

pay no income tax. Using evidence from the Indecon surtfey,suggests a weighted average
income tax rate on additional earnings from employment of &Ur. estimates suggest thexation
resulting fromthe increased earnings associated with the policy reforms atinated to have

O2 y (i NR& 6 dullidh B the Exehdguebetween 2013 and 2016.

Table5.4: Increased Earnings FroBEmployment and Associated Income Tax revenuge

Millions
2013 2014 2015 2016
Increased Earnings from Employmel 3.9 7.5 23.1 24.0
Income Tax 0.3 0.5 15 1.6
Source: Indecon analysis of JLD

Combing the estimates of the net impact on tBgchequein terms ofreducedwelfare payments

and the increase in income tax receipts provides an estimate of the overall impact of the policy
reforms on theExchequerTable5.5 shows the estimated total impact of the policy reforms on the
Exchequerelative to the counterfactual scenarid his analysisuggests that over the period there
were net savings to thExchequer

Table5.5: Net Exchequer Impacte a Af f A2y a

2013 2014 2015 2016
Net Welfare Savings 1.8 19.8 77.9 167.4
Income Tax Increases 0.3 0.5 15 1.6
System Costs Increases 5.0 5.0 5.0 5.0
Source: Indecon analysis of JLD

Indecon has also undertaken dxchequerimpact analysis for two alternative policy reform
scenarios in order to assess how different policy changes may have impacted &xahequer
finances over the same period. These two scenarios are:

C Scenario 1: The JobseeteTransitional Payment (JSU@snot madeavailable to those
losing OFPand

C Scenario 2: Additional investment is made in labour market supports for those impacted
by the policy reforms.

Scenario I No JST Payment

In modelling the likely impact of the policy reforms should thepkyment have not been available
as a transition option for individuals affected by the policy, we assume that those who transitioned
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to JST would instead have experienced a loss of welfare income of a similar scale as those who lost
OFP but did not transdn to JST. However, given that those transitioning to JST in reality, by design,
have younger children and are thus somewhat less likely to be able to pursue additional
employment opportunities, we assume that they only experience 50% of the loss ofeveifame
incurred by those not transitioning to JST. This accounts for the fact that a significant loss of welfare

for those not transitioning to JST is attributable to these individuals gainangased employment
earningsexceeding earnings thresholdser welfare payments.Similarly, we assume that the

additional earnings accruing to those transitioning to JST in a scenario in which JST is not available
will be only 50% of those earnings increases seen by those who did not transition to JST in reality.

These assumptionseld the following findings forcgnario 1. Under these assumptions, removing
the ability to transition to JST would have resulted in an additional sasimghe Exchequetrof
I NP dzy Rillion Bver the period from 2013 to 2016, relaito the baseline estimatédowever,
Indecon believes that such a policy would have impacted very negativeineparens with young
families and would have increased poverty for this vulnerable group. Indecon believes such a
position without the trandional assistance provided by JST would not have been appropriate given

the policy objectives.

Table5.6: Net Exchequer Impact Scenariote aAf f A2y a

2013 2014 2015 2016
Net Welfare Savings 3.0 22.9 83.8 182.6
Income Tax increases 0.3 0.6 1.8 2.0
Systems Costs Increases 5.0 5.0 5.0 5.0

Source: Indecon analysis of JLD

Scenario Z; Increased Activation Spending

Given the evidence on the levels of individuals who have engaged with the labour market activation
process, our second scenario assumes that additional funding is given to labour market supports for

individuals losing OFP as a result of the policy refotm.

I & &dzyS

dKF G

by

RRAGA2

allocated to these supports over the period from 2013 to 2016 in this scenario. The precise impact
of such additional supports on the affected individuals is difficult to ascertain and a detailed analysis
of theimpact of such supports is beyond the scope of this study. However, we can model the impact

of a range of impacts.

For the purposes of this exercise, we assume that the additional spending on labour market supports
may lead to an increase in the numbefsaffected individuals reporting employment of some form
in the years following the loss of OFP of betwegsehd 10%. We assume that those in employment

will earn the average amount annually of those wdre in employment following the loss of OFP

We abo assume this group will experienae&eommensurate fall in welfare income in line with the

average welfare income of affected individuals who were employed between 2013 and 2016.

The following table illustrates the increased numbers of affected indivédbal we anticipate being

employed on an annual basis under these assumptions, the annual average income earned and the
average annual welfare payments savings expected as a result. This table shows the differing levels
of expected increased annual empiognt under the range of assumed impacts of the additional

spending on labour market supports.

Indecon
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Table5.7: Scenario 2- Underlying Assumptions

2014 2015 2016
Additional Annual 5% Increase 189 401 1200
Employment 10% Increase 377 801 2399
Average Annual Earnings from Employmen EMHIAT EMHIXITO EMHIY O
Average Annual Welfare Savings enxnco €0z T T €E0OZPHH
Source: Indecon analysis of JLD

Based on the above assumptions, the following table outlines the findings &xtteequeimpact
Fylrfeairda oKSyYy |y [RRAGAZ2YIE epn YAfEAZ2Yy A& aLlsy
A 5% increase in employment will lead toiacreased/ SG 6 Sy STAG 2F e YAt fAZY
2013 to 201&elative to the baseline modevhile impacton employment of 10 %esults in greater

ySi oSySFTAGA NBfIFIGABS3mi2 GKS o6laStAyS lylrfeara

Table5.8: Net Exchequer Impact Scenario2e aAf f A2y a

5% Increase in Employment
2013 2014 2015 2016
Net Welfare Savings 1.8 20.6 78.5 170.4
Income Tax Increases 0.3 11 24 5.0
Admin Costs 5.0 5.0 5.0 5.0
10% Increase iEmployment
2013 2014 2015 2016
Net Welfare Savings 1.8 21.3 79.1 173.5
Income Tax Increases 0.3 1.6 3.2 8.3
System Costs Increases 5.0 5.0 5.0 5.0
Source: Indecon analysis of JLD
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5.3 CostBenefit Analysis

The costbenefit analysis (CBA) differs from tlexchequermpact analysis as it takes into
account the impact of the policy reforms on the wider economy and society and is not limited
to assessing the impact on th&xchequeffinances. We conduct this gost CBA bthe OFP
policy reforms in line with the latest relevant guidance in the public spending code. The next
subsection outlines the key elements of the public spending code guidance for CBAs. What
follows this is an outline of the costs and benefits includethis CBA before these costs and
benefits are quantified and the CBA findings calculated.

The public spending code outlines a number of key guidelines and values that must be used in any
CBA. The CBA undertaken for this policy impact assessment hasitdenmaken in line with the

latest guidance where possible. The key aspects of the public spending code guidacmst on
benefitanalyses are:

C The discount rate;
C The shadow cost of public funds; and
C The shadow price of labour.

The discount rate specifidd the public spending code is 5%. The discount rate is used to reflect
time preferences and to calculatie net present value (RV) of costs and benefits of a given
project. Given that the CBA carried out in this review is apast exercise which aine assess the
impact of the policy reforms to data since their introduction in 2013, we do not utilise the discount
rate in our CBA as we are not assessing the likely net present value of benefits over a defined time
period into the future but are retrospeively assessing how the policy reforms have impacted on
society to date.

The shadow cost of public funds aims to reflect the distortionary impact of taxation on economic
activity. As per the public spending code, a premium must be attached to the nlorosta of the
project in order to make private cash flows commensurate with public cash flows and account for
the deadweight loss of taxation. The latest guidance requires the use of a shadow price of public
funds of 130% in CBAs.

The shadow price of lalr aims to reflect the opportunity cost of labour and ensure that additional
employment attributed to a project is not overstated. The inclusion of a shadow price of labour aims
to reflect the fact that individuals employed on a project or as a resuthefresult would not
necessarily have been unemployed should the project not have taken place. The shadow price of
labour can depend on the overall labour market conditions as well as the nature of the project and
the skill sets and socieconomic profileof the affected labour force.

The latest guidance on the shadow price of labour in the public spending code recommends at
shadow price of labour of 8000%. A shadow price of labour of 80% implies that only 20% of the
benefits of additional employment fro a given project should be included in the CBA.

Given the employment profiles of the individuals affected by the OFP policy reforms, there is a case
to be made for a lower shadow price of labour in this context. The evidence suggests that the policy
reforms had a significant impact in increasing weakplyed and earnings from employment for
those impacted by the reformsWithout the reforms, the employment rate of the affected
population would have been significantly lower.

Indecon Indecon International Economic Consultants 52



5b Exchequer Impact and CeBenefit Analysis

A keyaspect of the public spending code that is relevant for this CBAiguldance in relation to

transfer payments. The public spending code states:

G ASYSNIfX (GNIyatSN LI evySyita aKz2dZR 068 SEOf dzR
payments have no effect on real resources and benefits are merely transferred fromaoinefp

society to another e.g. unemployment beneXtsblowever, to the extent that the economic activity

arising from the project will be additional (i.e. not displaced), the tax revenues arising, including
PRSI, should be included as a bergfit.

As the OP policy reforms main impact is on the change in transfer payments to OFP recipients, the
treatment of transfer payments challenging in considering the-psist CBA

In our analysis we assume a benefit in termExéhequesavingplusthe additionalbenefit arising
from the shadow price of public funds. However, we recognise thaExuhequesavings also imply
reduced payments to beneficiaries and thisresated as a cost of theeforms As aesult, the net
benefit of theExchequesavings in theCBA is simply the shadow price of the public funds and so
differences from the estimated figures included in techequeanalysis.

In addition to assumed system wide costs includeas a cosin our CBA is thpotential negative
societal impactsarisng from the reduction indne-parentincomes These impacts are difficult to
guantify but could include impacts ohealth care spendingnd other social supports. For the
purposes of this analysis, we assume a cost of 10% of the welfare savings as a proxy for
unquantifiablesocietal impacts

Indecon accepts that there may be other benefits which we have not included in our analysis
includng the wider benefits to individuals and their families of the increased employment. We,
however, include an estimate of the increase in grestueadded equal to the enhanced
employment earnings.

¢CKS F2tt26Ay3a GF ot S 2 dzidnkigii®@ of the/addRidnal riploymdrt G A Y I G S
attributable to the policy reforms to GVA in the econoye impose the shadow cost of labour of

80% as recommended in the Public Spending Addder this assumption there is a contribution to

D+! 2T+ € mowab the périoll from 2313 to 2016. However, we would note that under a
f26SN) I aadzYSR aKFR2g O2al 2F 1 o02dz2NJ 2F pr: GKS
million.

Table5.9: EstimatedAdditional GVA20132016-¢ aAf f A2y a

2013 2014 2015 2016 Total

80% Shadow Cost of Labour 0.8 1.5 4.6 4.8 11.7
Source: Indecon analysis of JLD

| O02dzy Ay F2NJ GKS O2a0a FyR o0SySTAGa RAAOdAAS
preliminaryestimate of thecosts and benefitsf the policy reforms.
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