verty Agency.
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Unemployment and pOVEI'W

Unemployment is the largest single cause of poverty in Ireland. Unemployed

- people are the most likely to be living in poverty and the least likely to get new

jobs. The degree to which earnings are replaced by social welfare payments
significantly impacts on the standard of living that unemployed people can
maintain and therefore the extent to which they can avoid or fall into poverty.

Paid employment impacts on poverty when it provides an income that is sufficient
to lift households out of poverty. Well-paid and secure employment for those .
most marginalised from the labour market is a key anti-poverty strategy. The
National Anti-Poverty Strategy Working Group on Long-Term Unemployment
considered that: _ : v

Paid employment should be available to all men and women currently in poverty who
are seeking employment. This should be capable of providing adequate income,
either on its own or when combined with other forms of support, sufficient to lift
them out of poverty and should be available without barriers of discrimination. -

KEY FACTS

. Unemployed households have a high risk of being in poverty. Over half the households
defined as poor in the 1994 Living in Ireland Survey were headed by someone who did
not have a paid job. : o

Unemployment has been falling for a number of years', It has been falling faster arﬁqng
the under 255 than among the older age groups. However a large proportion of jobs -
have been going to people living in households with other employed people.

Households with earners have a lower pdverty rate than social'welfarejdependent_
households. The level of income support payments for unemployed people influences

their level of poverty and the severity of their poverty. -

Over 45 per cent of the total number of people who are unemployed are over 45 yea_rs o
of age. o ' ' ' L L

Over 75 per'cent of péople who are long-term unemployed® are over 25 years of age'._'

High unemployment rates are particularly concentrated in' local authority housinglestatgs .
where up to one in three household heads are unemployed, -~ . Tl

Long-terfn uﬁemployed people. asa percehtage of the labour force, have dfopped from -
9 per cent in 1993 to 3.9 per cent in 1998, This is partly due to the huge increase of '
222,000 in the labour force since 1993 most}y reﬂectir_lg the much_ Iarger‘ nu;nber of

women in the workplace,

I
FACTORS CAUSING UNEMPLOYMENT T i o t o ! o
The high rate of natural increase in the labour force 'arising-from a subst'éntial youfch pupulétion,
low emigration, high immigration and the substantial increase in participation of married women
in the labour force charachterize the supply of labour inIreland. Technological change, the;
continuing reduction in agricultural employment, the increased participation of women in the
labour force and services sector growth are recent factors affecting the demand by employers for

labour. Unemployment currently prevails atongside spectacular employment growth in this ;
. - : ! i

- changing labour market.

Job creation and falling unemployment will not necessarily result in a drop in the number living in
poverty. New jobs are more likely to be filled by people who are not living in poverty than by ‘
people who are. In the early years of the current economic boom a sharp increase in the 'nu,'m‘ber at
work was not reflected in a drop in unemployment levels because many of the jobs were going to
people who had not been defined as unemployed e.g. young well-quatified I.abour:market-e,ntrants, ,
women and returned emigrants, Unemployment is currently falling. However people moving:into low -
paid and insecure jobs may be at risk of becoming the “working poor”, SRR SR

N B B i
1 There are three maln methods of measuring unemployment, These are the Quartetly National Household Sutvey (fortmetly the Labour Force Survey);

the Live Register and the Census of Popularion. The Quartesly Nationa! Household Sutvey comprises two appronches: the Principal Economle Status (PES)
measare and the Internatlonal Labour Office (L0} method. The latter is used in state and offictal statistics and was the measure used in the setting of an
unemployment target In the National Anti-Paverty Strategy. The Live Repister is the hiy figure of ploy derived from the Department of
Social, Community and Family Affairs chimant count of these on Unemployment Benefic and Asslstance and those signing lfor credit {mostly marzied
women}. A more detailed descripti plaining these data and the diverp in ploy counts they give rise can be found in the NESE [1997),

. Unemployment Statistics, Forum Report No. 13, Dublin: National Economic and Social Forum. : o .

. Long-term unemployment refers to people who are unemployed continuously for twelve manths ot more,




Low educational qualifications and
inappropriate labour market experience
means that many unemployed people
lack the skills and education to
compete for decently paid and secure
jobs in the [abour market. For many
older long-term unemployed people, the
changing nature of work has meant that
their skills, once in demand in the
labour market, are now redundant. An
inadequate provision of appropriate
replacement jobs has contributed to
establishing an extended period of long-
term unemployment. This mismatch
between the skills being demanded by
employers and the skills on offer by
unemployed people is often referred to
as structural unemployment.

Educational attainment determines both
access to employment and level of

income derived from employment. 1991
Labour Force Survey data revealed that:

» just under 5o per cent of the long-
term unemployed had attained at
most primary education compared
to 24 per cent of the short-term
unemployed;

= only 20 per cent of the long-term
unemployed had qualifications
equivalent to Leaving Certificate
or higher compared with 40 per
cent of the short-term
unemployed and over 50 per cent
of those in employment.

Early school leavers with no
qualifications are at high risk of poverty
and unemployment. Annually,
approximately 20 per cent of schaol-
goers leave the education system with
no or poor educational qualifications
suggesting their vulnerability to future
long-term unemployment. In & period of
employment growth, school-goers may
be tempted to leaving school without
qualifications or with poor
qualifications for low paid temporary
jobs. Without adequate in-work
education and training, the long-term
consequence of this may be their
vulnerability to unemployment in

the future,

Recruitment practices, employer
discrimination and unemployment traps®
are also contributory factors to
unemployment.

UNEMPLOYMENT AND .
POVERTY"
The National Anti-Poverty Strategy

(NAPS)* recognises unemployment as
the most important cause of poverty.

Force Status of Household Head
11994 (50% relitive poverty line) -

. Table, I: Risk of Poverty by Labour .-
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The link between unemployment and
poverty is particularly strong in the case
of the long-term unemployed and thase
excluded from the labour market.
Unemployment is the largest-single
cause of poverty in Ireland. Over half
the households defined as poor in the
1994 Living in lreland Survey (Table 1)
were headed by someone who did not
have a job. Household heads are likely
to have dependants, There is, therefore,
a high risk of poverty when the
household head is long-term
unemployed (receiving Unemployment
Assistance), when no other person in
the household is in paid work and when
there are dependant children.

Class is a key determinant of poverty,
Research highlights that the risk of
being poor is influenced by current
labour force status and the extent of
unemployment experienced in the
past. It also suggests that people in
the unskilled manual class face a
twenty times greater poverty risk than
people in the professional and
managerial classes. The poverty risk is
also higher for people in the unskilled

‘manual class, and who are originally

from that class, than for those from a
higher class.

The degree to which earnings are
replaced by social welfare payments
significantly impacts on the standard of
living that people who are unemployed
can maintain and therefore the extent to
which they can avoid or fall into
paverty. The level of basic social welfare

payments and Child Benefit in particular
are important influences on the level
and severity of poverty within
households headed by an unemiployed
person, The current individual social
welfare rate for an unemployed person
{both short-term and long-term
tnemployed) ranges from £68.40 -
£70.50 per week. In November 1998,
some 8o per cent of Live Register
recipients got less than £100 per week;
14 per cent got between £100 and f150
and 6 per cent got over £150, Factors
such as number of dependants, whether
adult or child dependants influence the
size of a weekly payment.

Sacial welfare payment levels are
announced each year in the
Government's budget, There is no
statutory provision in Ireland for
establishing a basis for uprating social
welfare rates. The European Unjon's
work on the convergerice of social
protection policies suggests that social
welfare systems “should provide
employed workers- who cease work at
the end of their working lives or who
are farced to interrupt their careers due
to sickness, accident, maternity,
invalidity or unemployment with a
replacement income which will
maintain their standard of living in a
reasonable manner™. It is sometimes
argued that the level of social welfare
rates create a financial disincentive for
unemployed people to take up paid
work. Depending on household
circumstances and composition, this
‘unemployment trap’ affects transitions -
for unemployed people from welfare to
low paid andfor insecure jobs. The
interaction of wage levels and the tax
and sociat welfare systems are
important factors in supporting .
unemployed people into der.ently pa:d
and secure job opportunities.’

As an anti-poverty strategy, social
welfare rates need to keep pace with
the general standard of living in society.
In times of low inflation, uprating in
accordange with rises in income from -
earnings may be appropriate while in .
times of high inflation uprating in
accordance with rises in prices may be
more appropriate. :

Trends in long term unemployment, .
unemployment and employment over
recent years are indicated in Table 2.
Being out of work is not necessanly:the
same as being poor, because savings,
redundancy payments, or family support
can, for instance, provide a financial
cushion during a short period out of
work. Over time, unemployment causes

3. Unemployment trap refers 1o barriers to employment caused by the operation of the tax and social w:lﬁu-: wﬂ:m: whereby income from paid work may not beequal to or not be more th:m

welfare income.

4. Poverry is understood as having a household income of less than half the national average disposable (post-tax) household income, In 1998 terms, the 50% poverty line for an individual adult equalled
£62 per week. Poverty is not Just about income. It s also abour having adequate resources to particlpate in society,

5. The NAPS is a ten year government strategy to reduce overall long-term poverty from 9:15% of the population o 5-10% by 2007,

6. Cousins M. (1997). Income Adequacy and Poverty in A Selection of Papers from Combat Poverty Agency Policy and Research Conference 'Privvitising Paverry’, Dublin: Combar Paverty Agency




these resources to be used up.
However, even a long period out of

POVERTY BRIEFING NO.7 UNEMPLOYMENT AND POVERTY

- - - Tablé 2:Labour Force Data (ILO). Basi§ © \r..i .+ & .05 1 oe

work may not result in poverty where Year | 1993 | 1995 - | 1997
members of a household, other than the Numbers {thousand) :

household head, are eaming. Males LTU 847 . . 702 . 588
Paid employment providing a decent N Yo7 _ L3 273
wage is the factor most likely to raise a Toul LTU_ 1254 1033, 863
household out of poverty. It has been Totl unemployed 220.1 1774 1590
shown that the average family income is Uas % of . 57% S8% AR
increased by altnost 50% when the total unemployed : .
head of household gets a job®, Employment 1,183 1,282 - 1,380

WHERE 1S UNEMPLOYMENT?

The highest risk of unemployment is
found in villages and small towns, the

Source; 1997 CSO Labour Force Survey

towest in open country areas and Households 1992 1997
Dublin. Qver 6o per cent of households With no member at work 367,500 375.000
are located in either Dublin or open _"‘:ngh R
country; these al:eas contain 46 per cent No member looking for work 100,700 80,500

of households with an unemployed

head. The highest unemployment rate is Two or more members at work 306,300 391,500
found among local authority housing Toral number of househelds 1,094,500 - 1,191,900

estates, where one in three households
heads are unemployed. Over a third of
the long-term unemployed also live in
local authority estates compared to just
over a fifth of the short-term -
unemployed and a tenth of those in
employment’, The unemployment rate *
for local authority tenant purchasers
and private rented household heads is
16 per cent while it is 6 per cent for
household heads in owner-accupied
households (with or without a
mortgage)”. This suggests that while
unemployrrent is nationally spread, it is
also concentrated locally.

DISTRIBUTION OF
UNEMPLOYMENT/EMPLOYMENT

A 1994 study” revealed the unequal
burden of unemployment. About 70 per
* cent of those employed in the study
who had some unemployment spent
less than half the year in
unemployment, Two-thirds of the
unemployed spent the whole year in
unemployment, At the time of survey, of
people who had more than five years
experience of unemployment, 43 per
cent were then unemployed, 15 per cent
were employees; 10 per cent retired;
nine per cent disabled and seven per
cent in home duties.They were
predominantly men (87 per cent).

Employees with no unemployment
experience face a very low risk of
poverty. There is a high poverty risk for
people with more than two years
unemployment in their careers.

Source: 1992, 1997 CSO Labour Force Survey

There are also differences in the gender
distribution of unemployment.
Conventional methods of measuring
unemployment are criticised for not
adequately recording women's economic
activity/inactivity. The 1997 Labour Force
(ILO) suggests that over 62,000 of the
unemployed were women while over
97,000 were men,

The relationship between unemployment
experience and poverty risk" is strong,
The poverty risk increases significantly

- as the extent of unemployment in a

previous year increases and the highest
risk is experienced by people out of
work all year and out of work for long
periods of their careers. In this way the
standard of living enjoyed by people is
strongly influenced by their long-term
labour market experience. There is a
very strong link between the length of
time a person is unemployed and their
prospect of remaining unemployed:

= a person unemployed for less
than a year has a 30 per cent
chance of being unemployed a
year later;
= & person unemployed for over
a year but less than two years
has a 61 per cent change of
being unemployed a year later
and
a person unemployed for over
two years has a 74 per cent
chance of being unemployed
one year later. This figure rises
to over 8o per cent for males aged

7. NESF. (1994). Ending Long-term Unemployment, Dublin: National Economic and Social Forum

8. Williams ). & B. Whelan (1994). The Dynamics of Poverty. Dublin:

9. Nalan B. et al. (1998). Where ave Poor Howseholds? The Sparial Distribution of Poverry and Deprivation in frelmd, Dublin: Oak Tree Press in assoclation with the Combat Poverry Agency.
10. Nolan B. et al. (1994). Poverry and Time: Perspectives on the Dynamics of Poverey, Dublin: ESRI
11. Paventy sisk refers to the proportion of a group whe live in poverty,

12. NESF. (1994) op.cit

Combat Paverty Agency

25-44 and to go per cent for males
aged 45-54.”

There is also some evidence of an
uniequal sharing of employment. The
number of households with two or
more income earners has risen sharply
in recent years but there has also been
a rise in the number of households
with no wage or salary earner as Table
3 shows.

Women and men differ in their sharing
of paid work. There are differences in
the types of jobs they occupy and the
wages earned. Women are over-
represented in clerical, ‘
professionalftechnical and service
occupations and are more likely to work |
in jobs with lower pay and poor .
conditions. With more married women
joining the labour force two, or mora,
income families are fast becoming the
norm with a significant proportion of
new jobs going to members of
households in which there is already a
wage or salary earner. Historically

Ireland has had markedly low labour
market participation by women. During
the 1990s there has been a radical
increase in the numbers of women
taking up or staying in employment. in °
1992 there were 199,300 married

women in full or part-time employment.:
This had risen to 262,500 by 1897. |

Although the number of households

with no member in paid employment
has been rising there has been a fall in




the number of such households in which thére is @ member actually looking for work and thereby
defined as unemployed, ; '

EFFECTS OF UNEMPLOYMENT

Unemployment and poverty seriously impact on psychological health” where the stress within a
household of coping with inadequate economic resources deteriorates the mental health of its .
members, Employment, as well as providing income, serves a number of functions such as providing
status, a social role, social support networks. Through unemployment, the unemployed person -
experiences a loss of self-esteem. This is brought about by the erosion of the economic and social .
functions of employment. For married women, the unemployment of their husbands has a major
Impact on their mental health. : ' : :

Unemployment also impacts on child poverty levels, Half of the children living in poverty live in .
households where the 'head' is unemployed. The chitdren of unemployed parents are more likely to
experience educational disadvantage, are vulnerable to unemployment and at risk of an inter
generational cycle of poverty and disadvantage.

Local and high concentrations of unemployment and poverty also impact on the economic, social

- and physical environments of local communities: Socially segregated and concentrated in local
authority housing, there may also be inadequate private and public provision of semvices, facilities
and amenities. : ‘ : ‘

POLICY 1MPLICATIONS

While job creation through sustained economic growth is a necessary requirement in tackling
unemployment, the impact on poverty of rising employment levels depends on who gets the jobs,

The National Anti-Poverty Strategy set a target of reducing the unemployment rate from 11.9 per cent
in 1996 to 6 per cent in 2007 (ILO measure), Within that target the aim is to halve the long-term
unemployment rate to 3.5 per cent over the same period. By April 1998 over two-thirds of the target -
in refation to unemployment has been achieved and the long-term unemployment target has almost -
been reached. However, the achievement of the NAPS target, while welcome, still leaves many . .
thousands of long-term unemployed. L S C

As a result of EU priorities, reflected in National Action Plans on employment, there is an emphasis
on preventative measures to stem the flow into unemployment rather than remedial measures to
support the reintegration the long-term unemployed into the labour market. A newly published EU
Employment Action Plan 1999 offers 20 guidelines for tackling promoting employment. Each EU
member state is required to produce a National Action Plan to respond to these areas of policy. The
20 guidelines include: o : B

Offer a new start to young people before reaching 6 months of unemployment =~ " <

Offer a fresh start to unemployed adults within 12 months of being unemployed -

Increase the numbers in active measures to 20% - o

Review and re-design benefit and tax systems to ensure take up of work or training

Social partners to agree to increase training and similar measures R

Member states and social partners to develop lifelong leaming possibilities .~ . - -

Substantially reduce drop out from school system - LT

Better equip young people for the labour market - T

Specific attention to the needs of the disabled, ethnic minorities and other -

disadvantaged groups . : . '

10. Reduce the adminsitrative burden on smalt and medium enterprises

11. Encourage self-employment . . o : L

12. Promote measures to increase job creation at local level, in the social economy ‘

13. Develop a policy framework to fully exploit the employment potential of the services sector,
in particular in the information society IR o R :

14. Set targets for reducing overall tax burden - . L

15. Agreements with social partners, especially on more flexible work arrangements -

16. Examine ways of incorporating into law more adaptable types of work contracts .

“17. Reduce obstacles to investment in human resources and provide incentives for in-.
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w

house training - IR oo
- 8. Reduce gap in unemployment rates between men and women " B
- 19. Promoting family-friendly policies, including access to care services for children and -

other dependents ‘ N S ST T s ‘
20. Specific provision for women, and men, wishing to retumn to the workforce after an absence .

{3, Nolan B. and T. Callan. {1994) op. elt.




