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Dear Aileen, 

Many thanks for the invitation to prepare written submissions on the topics of the budgetary position, 

social protection expenditure and childcare for the Special Committee on Covid-19 Response. The 

Institute has actively sought to re-orientate its work agenda in light of the virus outbreak and has also 

made Covid related contributions in the areas of behavioural economics, health, analysis of labour 

and residential property markets. 

Our present submission, which draws on published work by the Institute, assesses the impact of Covid-

19 along the following three dimensions: 

1. A macroeconomic perspective,

2. Its impact on family incomes

3. and the implications of the closure of childcare for children and families

The impact of Covid-19 on the public finances is assessed under headings 1 and 2 above. Our analysis 

at the macroeconomic and at the more granular household level is highly integrated and overall would 

suggest that the State looks set to register a substantial deficit in the present year of at least 9 per 

cent of GDP and €28bn. To date, the support measures introduced have helped to mitigate 

significantly the impact of the crisis on household incomes with the household numbers exposed to 

extreme losses reduced by about a third. 

The closure of childcare facilities and schools and restrictions of contact with grandparents and other 

non-household members has created considerable difficulties for parents who are essential workers 

and those working from home. Our submission draws on the Growing Up in Ireland study and other 

research to map care patterns pre-Covid19, present results on the care needs of essential workers and 
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on parenting in the pandemic, and consider the possible impact of closure of childcare on children and 

gender equality.   

 

Yours sincerely, 

Alan Barrett, Helen Russell and Kieran McQuinn 
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ESRI SUBMISSION ON EXPENDITURE AND BUDGETARY POSITION 

Matthew Allen-Coghlan, Cathal Coffey, Kieran McQuinn and Conor O’Toole  

Economic and Social Research Institute 

8 June 2020 

 

MACROECONOMIC OVERVIEW 

 In our most recent Quarterly Economic Commentary we present three scenarios for the Irish economy 

in 2020. This scenario analysis takes into account the uncertainty around Covid-19 with each scenario 

modelling unique epidemiological developments and recovery paths for the economy. In our Baseline 

Scenario the lockdown restrictions are gradually lifted until August as per the government guidelines. 

After this point the economy enters a recovery phase which lasts to the end of the year. Under this 

scenario real GDP is forecast to decline by over 12 per cent this year. This fall will be experienced 

across all aspects in the economy, both in terms of domestic demand and international trade. The fall 

in consumer spending is modelled based on work by Coffey et al. (2020)1 who use microdata from the 

Household Budget Survey 2015/2016 to estimate how spending may develop over the rest of the year. 

In the Baseline Scenario private consumption expenditure is expected to fall by around 13 per cent 

this year. The fall in investment is even more significant, declining by about 28 per cent. This based on 

the large number of businesses that have already ceased trading, the high levels of uncertainty around 

future market conditions and the disruptions to global supply chains. International trade will also 

decline significantly with imports falling by 12 per cent and exports falling by 8 per cent. Imports fall 

in line with the drop-in consumption and investment while exports will suffer from a fall in 

international demand for Irish goods and services.  

In the Severe Scenario the economic shock is even more stark with a second wave of the virus resulting 

in the country being put back into lockdown in Q4. In this case real GDP is forecast to decline by over 

17 per cent in 2020. The final scenario is the Benign Scenario. This is the most optimistic scenario 

based on a situation in which the pandemic is suppressed so effectively over the latter half of the year 

that the economy returns to normal ‘pre-covid’ conditions in Q4. Under this scenario the economy is 

forecast to decline by about 9 per cent this year.  

 
1 Coffey, C., K. Doorley, C. O’Toole and B. Roantree (2020). ‘The effect of the COVID-19 pandemic on consumption and 

indirect tax in Ireland’, ESRI Budget Perspectives 2021 Paper 3.   
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While the impact of the pandemic on the overall economy has yet to be fully reflected in the data, the 

impact on the labour market can already be seen. Including those on the Pandemic Unemployment 

Payment, the unemployment rate reached over 28 per cent in April. This is a dramatic increase from 

where we were at the start of the year when the economy was thought to be near full employment. 

Work by Beirne et al. (2020)2 and Roantree (2020)3 has shown that the pandemic has had an 

asymmetric impact across the labour market with some sectors and demographic groups impacted 

more significantly than others.   In our Baseline Scenario the unemployment rate is expected to 

average 17 per cent for the year while in the Severe and Benign scenarios the unemployment rate is 

projected to average 19 and 15 per cent over the year, respectively. The difference in unemployment 

rates between the three scenarios is most visible in Q4 where in the Severe Scenario a second 

lockdown causes the unemployment rate to spike back to over 25 per cent. In the Benign Scenario the 

unemployment declines significantly and is just over 11 per cent in Q4. 

FISCAL ASSESSMENT 

No matter which scenario we find ourselves in, the economy is set to face its largest recession in 

history, and this will have significant repercussions for the public finances in 2020. While in our Winter 

2019 commentary we had forecast the government to run a mild deficit of 0.3 per cent of GDP this 

year, that has been revised down a 9.0 per cent deficit under our baseline scenario. In nominal terms 

this is a deficit of about €28bn. As a result of this government debt is forecast to increase to 76 per 

cent of GDP up from under 60 per cent in 2019. These projections are based on the assumption that 

there is no second wave of the virus and that the economy enters a recovery period in Q3 and Q4. 

Were there to be a re-emergence of the virus that led to further lockdown measures over the latter 

half of the year, it’s likely that this deficit would go beyond €30bn.  

Revenue under our baseline scenario is projected to decline by over 20 per cent this year, down to 

€69bn from €87bn in 2019. This primarily comes through the decline in tax revenues as a result of the 

deterioration in economic activity. An analysis by McQuinn (2020a)4 looks at the relationship between 

economic activity and tax receipts in the state. It is estimated that a 10 per cent reduction in output 

levels results in total taxation receipts declining by 11 per cent. This would suggest that given our 

baseline of forecast of a GDP contraction of over 12 per cent in 2020, taxation receipts will decline 

from €59.3 billion in 2019 to just over €51 billion in 2020. However, it should be noted that this 

 
2 Beirne K., K. Doorley, M. Regan, B. Roantree and D. Tuda (2020). ‘The potential costs and distributional effect of COVID-19 

related unemployment in Ireland’. Budget Perspectives 2021, Paper 1, April. Economic and Social Research Institute (ESRI). 
3 Roantree, B (2020) ‘Job Loss Distribution’. Quarterly Economic Commentary, Summer2020 (ESRI) 
4 McQuinn, K (2020a) ‘How Much Are Government Taxation Receipts Likely To Fall Due To The Covid-19 Slowdown?. 
Quarterly Economic Commentary, Summer 2020 (ESRI) 
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historical relationship does not take into account the complete cessation in activity for specific sectors 

of the economy. The unprecedented lockdown of the economy is likely to impact all tax headings, 

both directly through physical restrictions and reduced incomes and indirectly through changes in 

consumer and business behaviour. 

Given the dramatic fall in the number of people in employment there is expected to be a significant 

decline in income tax receipts this year. While the labour market is expected to improve gradually 

after April, were there to be a reintroduction of the lockdown measures later in the year, there would 

likely be a second spike in unemployment. The decline in income tax will come not just from an 

increase in redundancies but also other measures that businesses have taken to cut back on labour 

costs. The CSO’s ‘Business Impact of Covid-19 Survey’ shows that 36.7 per cent of firms have cut 

working hours compared to just 5.2 per cent who had increased working hours since the lockdown 

began. In addition, a reduction of payroll costs were also reported by businesses. These measures will 

also contribute to a fall in earnings which will in turn lead to reduction in income tax receipts. For the 

same reasons there is also likely to be a fall in social contributions receipts (PRSI). The Fiscal Monitor 

for May shows that income taxes have fallen by 8 per cent compared to the same period the previous 

year while social contributions declined by 16 per cent. As PRSI is applied to all workers it may be a 

better reflection of the deterioration in the labour market. 

While corporation tax receipts are also forecast to decline this year, they have the widest confidence 

interval compared to the other tax headings. IFAC (2019)5 estimated that €3-€6bn of Irelands €10bn 

corporate tax take in 2018 is windfall in nature. Half of Ireland’s corporate taxes come from just 10 

corporations, meaning the exchequer is exposed to the business decisions and the continued growth 

of just a few firms. This means that a significant portion of Irish corporation tax receipts could reverse 

very suddenly. While on aggregate the tax take from small/medium domestic firms will likely fall 

substantially this year, receipts from larger foreign firms are more uncertain. Early indications show 

that corporation tax receipts have held up well over the first half of the year. In May, corporation tax 

receipts increased by nearly 50 per cent compared to the previous year However, these receipts likely 

relate to business activity in 2019 and so don’t reflect the fall in activity due to Covid-19. Historically, 

November is the most significant month for corporation tax receipts in Ireland and is reflective of 

activity in the current year. Therefore, it is likely that we will have to wait till then to see the extent to 

which Covid-19 has impacted corporation tax receipts. 

 
5 Irish Fiscal Advisory Council (2019). Fiscal Assessment Report, June 2019 
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Indirect taxes are also set to decline significantly due to the fall in consumption. Coffey et al. (2020)6 

show that over one-third of household expenditure is on items that are currently restricted due to 

public health measures such as transport, selected retail expenditure and entertainment items. In 

addition, the fall in disposable income as a result of the deterioration in the labour market will lead to 

household consumption being 12-20 per cent lower than it would have been in the absence of the 

virus. Using three scenarios similar to the commentary, the authors estimate that indirect taxes will 

fall by between 19 and 32 percentage points compared to what it would have been in the absence of 

Covid-19. The fiscal monitor for May shows that VAT receipts fell be 34 per cent compared to the same 

period the previous year. Excise duties meanwhile were down 36 per cent. 

The policy response to Covid-19 will also lead to a significant increase in public expenditure this year. 

Under our Baseline Scenario, expenditure is expected to increase by 13 per cent this year relative to 

2019. The most significant increase in expenditure will be on social benefits and subsidies. This is as a 

result of the unprecedented income supports put in place in the form of the Pandemic Unemployment 

Payment and the Wage Subsidy scheme. Supports aimed at businesses such as the Pandemic 

Stabilisation and Recovery Fund have also been put in place. The additional expenditure on healthcare 

to combat the virus means that compensation of public employees and expenditure on goods and 

services will also increase significantly this year.  

One of the key policy decisions over the rest of the year will be the extent to which income supports 

are kept in place. Under our expenditure forecast for this year we assumed that the Pandemic 

Unemployment Payment was discontinued at the end of June. Recent developments indicate that the 

payment will now be extended for a number of months beyond June for those who had been in full 

time employment pre-pandemic. This means that our expenditure forecast likely underestimates total 

expenditure for the year. The latest Fiscal Monitor shows that from the start of the year to the end of 

May total gross voted expenditure has increased by over 20 per cent compared to 2019. 

It should be noted that none of this additional expenditure takes into account the additional fiscal 

stimulus that will be needed in the aftermath of the crisis. The aforementioned expenditure measures 

were put in place to combat the virus and to ‘plug the gap’ for individuals and businesses that have 

lost income. However, additional fiscal measures will be required to boost the economy during the 

recovery period. While this will undoubtably put further pressure on the exchequer it may also be 

used as an opportunity to work towards solving key economic and social policy issues that were 

around before Covid-19. These included increase expenditure on environmental and sustainable 

 
6 Coffey, C., K. Doorley, C. O’Toole and B. Roantree (2020). ‘The effect of the COVID-19 pandemic on consumption and 

indirect tax in Ireland’, ESRI Budget Perspectives 2021 Paper 3.   
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infrastructure projects to help Ireland reach its targets on environmental sustainability. Another area 

which should be considered for increased public investment is housing. The undersupply of housing 

and the related affordability issues in the Irish market have been well documented (see for example 

Corrigan et al. (2019)7). Recent research by Allen-Coghlan and McQuinn (2020)8 argues that Covid-19 

will have longer term impact on the supply in the market than demand. Housing supply may remain 

subdued for an extended period of time as a result of increased uncertainty and reduced efficiency in 

the construction sector due to social distaining measures that will be put in place on building sites 

going forward. An investment in more social housing could help alleviate these supply side issues as 

well as giving the economy a fiscal boost. 

The scale of the fiscal stimulus that the economy will need may be offset somewhat by an increase in 

private consumption next year. Fitzgerald (2020)9 notes that there is likely to be a substantial increase 

in savings this year due to the forecasted fall in consumption coupled with the government income 

supports which have prevented incomes falling by as much as they otherwise would. Were these 

savings to be spent next year they could act as a boost to the economy and limit the burden on the 

state of having to provide fiscal stimulus. 

BOND MARKETS AND THE RESPONSE OF EU INSTITUTIONS 

As a result of the sizeable deficit that will be run this year the Irish debt burden is set to increase 

substantially. This will likely have an impact on the cost of borrowing for the Irish government in 

private markets. Sovereign bond yields are determined by the market’s perception of the ability of the 

government to meet its repayment obligations in a timely manner. McQuinn (2020b)10 analyses how 

the growing deficit will impact on Irish sovereign bond spreads. In this analysis bond spreads are 

determined by a number of fundamental factors including the total level of debt in the country relative 

to output, real household disposable income and a banking exposure variable. Higher debt and 

banking burdens are shown to raise the spread while higher incomes reduce the spread. Covid-19 will 

lead to an increase in the debt burden and a decrease in incomes this year. Modelling these 

developments McQuinn(2020b) shows in the absence of policy intervention Irish sovereign spreads 

will increase in line with 2018 rates. 

 
7 Corrigan, E., D. Foley, K. McQuinn, C. O’Toole and R. Slaymaker (2019). ‘Exploring Affordability in the Irish Housing 

Market’, The Economic and Social Review. 
8 Allen-Coghlan M. and K. McQuinn (2020). ‘Property prices and COVID-19 related administrative closures: What are the 
implications?’. Economic and Social Research Institute (ESRI) 
9 Fitzgerald, J (2020) ‘The Effects of Government Policy on Personal Savings. Quarterly Economic Commentary, Summer 

2020 (ESRI) 
10 McQuinn, K (2020) ‘What Are The Short-Run Implications For The Spreads On Irish Bond Yields Of The Covid-19 

Downturn?. Quarterly Economic Commentary, Summer 2020 (ESRI) 
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This analysis emphasises the key role that the ECB has to play in facilitating the Irish government’s 

ability to raise funds through debt financing. Recognising the threat that Covid-19 posed to finances 

of governments across the Euro Area, the ECB took a number of measures to make monetary policy 

more accommodative. This included an initial €750bn worth of asset purchases as part of the 

Pandemic Emergency Payment Purchase Programme. On June 4th, the ECB committed to adding an 

additional €600 bn to the programme, bringing the total amount up to €1.35tn, to be spent by June 

2021. This is in addition to the quantitative easing programme that had already been introduced in 

November 2019 in which the bank had committed to purchasing €20bn worth of bonds a month. The 

bank has also kept its key interest rates at record lows with the rate on the main refinancing 

operations, the marginal lending facility and the deposit facility unchanged at 0.00%, 0.25% and -

0.50% respectively. A range of liquidity facilities such as the pandemic emergency longer-term 

refinancing operations (PELTROs) and targeted longer-term refinancing operations (TLTRO III) have 

also been established.  

While the ECB has been proactive in its response the virus, the reaction of European institutions on 

the fiscal policy side has been more muted although there have been some encouraging 

developments. Initially, the general escape clause in the EU fiscal rules was initiated. However, after 

agreement between France and Germany on a new €500 billion recovery fund, the European 

Commission has proposed a Next Generation EU plan totalling €750 billion. This breaks down as €440 

billion in grants, €60 billion in loan guarantees and €250 billion in loans to go to member states, with 

the worst affected by the crisis and the least well off to get the most. While approval for the plan is 

still needed from member states, some have argued11 it is far more significant than the relatively 

modest numbers suggest. It does include two particular innovations: the ability of the commission to 

borrow on its account and so create a new class of EU bonds; and the fact that the borrowing is to be 

financed by new European-wide taxes on carbon emissions or financial and digital transactions. This 

could in principle enable the EU to leverage off its tax revenue and borrow to a substantial degree. 

 

 

 

 

 

 
11 See Martin Wolf: https://www.ft.com/content/788d4582-a3fc-11ea-81ac-4854aed294e5 
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ESRI SUBMISSION ON SOCIAL PROTECTION EXPENDITURE 

Karina Doorley and Barra Roantree 

Economic and Social Research Institute 

8 June 2020 

 

1. This submission draws on recent research by the Tax, Welfare and Pensions team at the 

Economic and Social Research Institute (ESRI). It outlines the findings of this work 

regarding how social protection reforms triggered by the COVID-19 pandemic affect the 

exchequer, households, and financial work incentives in Ireland. It first considers the 

Pandemic Unemployment Payment (PUP) before turning to the Temporary Wage Subsidy 

Scheme (TWSS).  

THE PANDEMIC UNEMPLOYMENT PAYMENT (PUP) 

2. The ‘Covid-19 Pandemic Unemployment Payment’ (PUP) – was made available to all 

employees and the self-employed who lost their jobs on or after 13 March at a rate of 

€203 per week, increased to €350 per week from 24 March.  

3. In Beirne et al. (2020), we estimate the exchequer impact of job losses in three scenarios: 

low (400,000), medium (600,000) and high (800,000). The ‘medium’ job loss scenario 

with the PUP in place is estimated to cost the exchequer €4.9 billion per quarter, around 

€800 million more than had the existing system of welfare supports remained 

unchanged. This figure is made up of a reduction in income tax/USC receipts of €1.2bn, 

(employee, employer and self-employed) PRSI receipts of €0.8bn, and an increase in 

welfare expenditure of €2.9bn.12 

4. These estimates can be scaled. Extrapolating from our three scenarios, we estimate that 

a rise in unemployment reduces direct tax revenues and increases welfare spending by 

around €800 million per quarter for every 100,000 individuals that lose their job and 

claim the PUP.  

5. We find that the introduction of the PUP did much to cushion incomes from COVID-19 

related job losses. Figure 1 shows the distributional effect of each of the simulated 

 
12 We simulate job losses to be random within sector of employment, so our results are associated with a 
degree of uncertainty. If, within sectors, job losses are actually more concentrated among lower income 
individuals, we will overstate the loss in direct tax revenues, especially income tax and USC. 
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unemployment shocks, with families grouped into quintiles of disposable income 

adjusted (“equivalised”) for household size.13 In all of the unemployment scenarios, 

households in the bottom two income quintiles are insulated, on average, from the 

shock. There are actually small average gains in the lowest income quintile. This reflects 

the cushioning provided by the PUP which replaces a larger proportion of low-income 

families’ income than those further up the income distribution. Profiling these low-

income households reveals that they are more likely to be single and renting and less 

likely to contain someone in work. This has implications for the withdrawal of the PUP, 

discussed below. 

 

FIGURE 1 THE DISTRIBUTIONAL IMPACT OF ALTERNATIVE PANDEMIC-RELATED UNEMPLOYMENT SHOCKS 
WITH THE PUP IN PLACE 

 

Note: own calculations using EUROMOD linked to 2017 EU-SILC data uprated to 2020 terms. Calculations show the average change in 
disposable income by quintile of equivalised disposable income of a ‘low’; ‘medium’ and ‘high’ unemployment shock for three months with 
the newly unemployed claiming the PUP. 

 

6. Figure 2 plots the number of families we estimate are affected by a job loss in our 

medium unemployment scenario, grouped by the size of the change in their disposable 

income (after taxes and benefits). The number of families who lose more than 20% of 

their disposable income is reduced by around a third with the introduction of the PUP 

(from 400,000 to 280,000 in the ‘medium’ unemployment scenario considered). The 

number who lose more than 60% is reduced by almost a half (from 70,000 to 40,000).   

 
13 We use the CSO national equivalence scales which assign a weight of 1 for the first adult in a family, 0.66 for 
any additional adults and 0.33 for any children. 
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7. Figure 2 also shows that around 130,000 families are left with more disposable income 

than when they were in work. Most are better off by less than 20% of their previous 

disposable income but 50,000 families are better off by more than this.14  

 

FIGURE 2: ESTIMATED NUMBER OF FAMILIES BY CHANGE IN DISPOSABLE INCOME AFTER JOB LOSS 

Source: Source: authors’ calculations using EUROMOD run on 2017 EU-SILC data uprated to 2020 terms using 

reported average earnings growth from CSO, assuming no growth between 2019 and 2020. Excludes families 

simulated to be unaffected by job losses.  

 

8. That the PUP leaves some families with more disposable income out-of-work than they 

had in-work raises the question of how the payment affects financial work incentives. 

Although these may be of little importance while public health measures are in place, 

our simulations suggest careful consideration should be given to how these supports will 

be scaled back as public health measures are lifted and sectors of the economy begin to 

recover (as the government has suggested they will. 

9. Two commonly used measures of the financial incentive to be in paid work are the 

replacement rate (RR) – which gives an individual’s out-of-work income as a percentage 

of their in work income – and the participation tax rate (PTR) – which gives the proportion 

of earnings that is taken away in tax or lower benefit entitlements when an individual 

starts work. For both measures, disposable income is measured after benefits have been 

 
14 This excludes 300,000 other – mostly retired – families who we simulate are unaffected by a job loss but gain 
from the extension to the Fuel Allowance which accompanied the introduction of the PUP. 
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added and taxes deducted. Low (high) numbers indicate that the financial incentive to 

work is strong (weak). Broadly speaking, the RR measures the absolute strength of 

financial incentives to work whereas the PTR measures the effect of the tax and benefit 

system on work incentives.15  

FIGURE 3: SIMULATED DISTRIBUTION OF REPLACEMENT RATES (TOP) AND PARTICIPATION TAX RATES 
(BOTTOM) 

 

       

      

      

      

      

      

      

      

      

      

      

      

      

      

      
 

       

      

      

      

      

      

      

      

      

      

      

      

      

      
Source: Source: authors’ calculations using EUROMOD run on 2017 EU-SILC data uprated to 2020 terms using reported average earnings 
growth from CSO, assuming no growth between 2019 and 2020. Figures show cumulative proportion of replacement rate and participation 
tax rate for individuals we simulate are affected by a job loss in the ‘medium’ unemployment scenario.  

 

10. Figure 3 plots the estimated cumulative distribution of these measures for those who we 

simulate lose their job. The top panel shows that about 95% of these would have had a 

 
15 See pp.8-11 of Callan et al. (2016). 
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RR below 100% under the tax and welfare system in operation in March, before the PUP 

was introduced. The proportion with a RR below 100% falls substantially to about 80% 

when the PUP is introduced.  

11. The bottom panel of Figure 1 shows that looking at PTRs tell the same story. While nearly 

all workers had a PTR of less than 100% under the original tax and welfare system, just 

75% do under a system with the PUP in place.  

12. This suggests that financial work incentives are substantially weaker for many workers 

with the PUP in place, as measured by either the RR or PTR. 

13. However, measures of financial work incentives are not on their own sufficient to infer 

how individuals might act in the labour market. Also, of importance is how responsive 

people are to these incentives. Many of the jobs which were lost during recent months 

were lost because they could not be carried out at home or safely in the workplace. As a 

result, workers may require a higher financial incentive to return to such jobs as the 

economy reopens, to compensate for the greater risk of contracting COVID-19.  

14. While this can be achieved by reducing the level of benefits people are entitled to when 

out-of-work (i.e. substantial cuts to the PUP for all claimants), increasing the take-home 

income from work can also help. One way of doing this would be to allow individuals 

returning to work to retain some portion of their PUP for a certain period of time, in a 

manner similar to the Jobseekers Transitional Payment for lone parents. Although this 

would result in higher welfare spending, the above analysis suggests that it may be 

otherwise difficult to strengthen financial work incentives without making cuts to the 

PUP for most claimants. 

15. Childcare costs and availability also represent an important barrier to work for those with 

young children. There have been suggestions that childcare will be more expensive and 

difficult to source due to difficultly in keeping childcare facilities viable while adhering to 

public health guidance. While withdrawing the PUP as sectors of the economy begin to 

re-open will strengthen financial incentives to work, childcare costs and availability may 

still pose a significant barrier to work, especially for secondary workers. Provision could 

be made via the National Childcare Scheme to further subsidise childcare for workers.  

16. Our analysis also showed that the Pandemic Unemployment Payment (PUP) played an 

especially important role in mitigating the income shock arising from Covid-19 related 

job losses for lower income, single and renting households. This raises an issue 

highlighted by Coffey et al. (2020), namely that essential items – especially housing costs 
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– make up a much larger share of total spending for low income and single households. 

They may therefore find it more difficult to weather reductions in rates of welfare 

payments than other groups and make it worth considering whether supports for 

housing costs – for example, Rent Supplement – should be expanded at the same time 

as any widespread reduction in the rates of PUP.  

THE TEMPORARY WAGE SUBSIDY SCHEME (TWSS)  

17. In addition to the PUP, the government also introduced a Temporary Wage Subsidy 

Scheme (TWSS) that subsidises the wages of employees whose employers are severely 

affected by the pandemic up to a maximum of €410 per week. Employers can make an 

additional payment to employees (up to a maximum) that is subject to a reduced rate of 

employer PRSI. 

18. Beirne et al. (2020) examined the impact of the initial version of this scheme on the 

exchequer and households. This version of the scheme was less generous to lower-paid 

employees than the revised scheme and excluded some higher earning workers from 

eligibility. 

19. The exchequer cost of the TWSS was found to potentially be lower than the cost of the 

PUP as many workers are entitled to less than €350 per week under the TWSS and many 

receive a top-up payment from their employer: a conclusion which will remain true for 

the revised scheme. We estimate that if half of those who lose their job in our ‘medium’ 

unemployment scenario were to instead remain in work and receive the TWSS alongside 

the maximum employer top-up allowed, the net impact on the exchequer would be €360 

million less per quarter than the PUP. This equates to approximately €120 million per 

quarter less for every 100,000 who transfer from the PUP to the TWSS with a full-top up 

paid by the employer. 

20. We also find that there would be substantially fewer families worse off by more than 

20% of their previous disposable income in such a scenario: around 170,000 compared 

to 280,000 and 400,000 respectively if all claimed the PUP or received the benefits they 

would have been entitled to before the PUP was introduced.  

21. If those claiming the TWSS would be made unemployed (and claim the PUP) in the 

absence of the scheme, the TWSS does not add to the cost of the policy response as most 

employees will receive no more under this scheme than they would through PUP, and 
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some will receive less. This feature of the TWSS may, however, have provided a financial 

incentive for some employees to seek unemployment. 

22. There may also be more deadweight associated with the TWSS as it allows employers to 

claim a subsidy for all their employees – including those working – so long as their 

business has been affected by the pandemic in accordance with Revenue guidelines.16 

This may ultimately lead to a greater exchequer cost than paying the PUP to just those 

who would have been laid-off in the absence of the TWSS.  

23. However, it will help retain greater links between employees and employers for when 

business picks up after the crisis, a central aim of the TWSS scheme. In addition, by not 

imposing a condition that employees eligible for the subsidy are fully furloughed (i.e. 

work zero hours) as in the UK, the TWSS allows firms to resume activity at reduced 

capacity: a point highlighted by Tetlow et al. (2020) in their comparison of the policy 

response in Ireland, Canada, Australia, the US and the UK. 

24. This feature of the TWSS may complicate its eventual withdrawal though as tapering the 

TWSS based on firm turnover, the central eligibility condition, may discourage firms from 

increasing economic activity.  

REFERENCES 
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uploads/2016-06/BP201702.pdf  
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16 See https://www.revenue.ie/en/employing-people/documents/pmod-topics/guidance-on-operation-of-
temporary-covid-wage-subsidy-scheme.pdf 

SCC19R-R-0175i(i) D

https://www.esri.ie/system/files?file=media/file-uploads/2016-06/BP201702.pdf
https://www.esri.ie/system/files?file=media/file-uploads/2016-06/BP201702.pdf
https://www.revenue.ie/en/employing-people/documents/pmod-topics/guidance-on-operation-of-temporary-covid-wage-subsidy-scheme.pdf
https://www.revenue.ie/en/employing-people/documents/pmod-topics/guidance-on-operation-of-temporary-covid-wage-subsidy-scheme.pdf


14 
 

ESRI SUBMISSION ON CHILDCARE 

Helen Russell, Dorothy Watson, Emer Smyth & Fran McGinnity 

The current crisis has thrown into sharp relief the dependence of society on care work, both paid 

and unpaid, of children and dependent adults. Parents are currently struggling to manage working in 

essential services or working-from-home without education and childcare services and lacking 

certainty about when and if their childcare services will resume. As the economy re-opens and more 

people return to work, difficulties in trying to combine care work and employment will become more 

prevalent.  The crisis has also highlighted key weaknesses in the childcare sector in Ireland, including 

low pay and high rates of turnover among childcare workers, and dependence on a multiplicity of 

small-scale providers in the private sector, who would face the possibility of long-term closure, in 

the absence of significant government support. 

CHILDCARE ARRANGEMENTS PRE-COVID19 

Research based on Growing up in Ireland (GUI) data has highlighted the significant reliance of 

families, particularly low-income families and one-parent families, on care provided by relatives, 

chiefly grandparents.17 Public health advice means much of this grandparent care will be unavailable 

while there are restrictions in place on inter-household contact. Even if restrictions are lifted, many 

parents and grandparents, particularly those with underlying health conditions, may be 

uncomfortable returning to previous childcare arrangements. 

Figure 1 shows that among parents using regular childcare, 40% rely on relatives when the child is 

nine months, 23% at age 3 and 45% at age 5. In addition, a significant proportion of parents rely on 

relatives to supplement formal care arrangements (Russell et al, 2018).     

 

 
17 Murray, A., McGinnity, F. & Russell, H. (2016) ‘Inequalities in Access to Early Care and Education’, in 
Williams, J., Nixon, E., Smyth, E. &  Watson, D.  eds. Cherishing all the Children Equally? Dublin: Oak Tree Press; 
Russell, H., McGinnity, F. Fahey, E. & Kenny,O. (2018) Maternal Employment and the Cost of Childcare in 
Ireland, Pobal and  ESRI   
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FIGURE 1: MAIN TYPE OF NON-PARENTAL CARE AT AGE 9 MONTHS TO 5 YEARS AMONG THOSE 
USING REGULAR CARE 

 

Source: Growing Up in Ireland, Waves 1 (2008), 2 (2011) and 3 (2013). 
Note: ‘Childminder’ refers to all non-relative home-based carers. Figures at 5 years exclude those who have not started school. 

The proportion of all children in receipt of regular child care also differs by age: 39% at 9 months, 50% at 3 years, and 
36% at 5 years.  

 

The GUI survey also finds that over half of all relative care (at age three) was provided free of charge, 

while the remainder was well below the market price (Russell et al. 2018). Therefore, any shift away 

from grandparent care would involve a substantial extra cost burden and is likely to make 

employment unsustainable for some low earning families and lone parents. 

Apart from providing childcare, grandparents are the main providers of care if the child is too ill to 

attend school for one-fifth of 9-year-olds of working parents.18   

Additional research is needed to quantify the effect of Covid19 on childcare supply and demand, 

such research could draw on GUI and TILDA (the national longitudinal study on older people) as well 

as on labour force survey data on changes to parents’ employment. The pandemic may also lead to a 

preference for smaller childcare setting or childcare in the home rather than in larger settings. New 

data are needed on parents’ preferences in this changed environment, which could be analysed 

alongside Pobal data on childcare providers, to assess the mismatch between supply and demand 

and inform future planning.   

 
18 Growing Up in Ireland Study Team (2018). Key findings: Cohort ’08 at 9 years old: 9-year-olds and their 
families (No. 1). Dublin: ESRI/TCD/DCYA. 
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CHILDCARE FOR ESSENTIAL WORKERS 

A recent ESRI study has assessed the need for childcare among essential workers (Redmond & 

McGuinness, 2020)19. This research found that 70 per cent of essential workers are female, and just 

over half of all essential employees have children: 43 per cent are part of a couple with children 

while 9 per cent are lone parents. Approximately two-thirds of those with children have a child 

under the age of 15, while 18% have a child aged under 5 years.  In couple households, the majority 

(80%) have an employed partner and in approximately 20% of cases the partner is also an essential 

worker.  

 

Applying population figures, this represents 151 thousand essential workers with children under 15 

years. No data are available on how these essential workers coped with childcare under the Covid 

restrictions. This group will be the first requiring access to childcare when centre-based care reopens 

but other sources of care (especially grandparents) will remain unavailable.  

 

COMBINING CHILDCARE AND WORKING FROM HOME-- WORK-FAMILY CONFLICT 

Current child care problems are not limited to essential employees, parents working from home 

(WFH) also face significant challenge combining paid work with the care and education of children in 

the absence of childcare and school supports. Previous research has shown that unlike other forms 

of flexibility such as reduced hours, WFH, even pre-Covid, was associated with increased work-family 

conflict and with higher work pressure20. 

 The CSO Covid19 Employment survey shows that a higher percentage of women report that they 

are finding it more difficult to work from home with family around than men (11% compared to 

9%). It is also telling that the CSO survey found that women are more likely than men to express a 

preference to return to the workplace when the restrictions lifted; half of women compared to a 

third of men (Social Impact of Covid19 Survey). In a European-wide survey based on a ‘volunteer’ 

online sample, Eurofound reported that 22% of those living with young children (under 12) reported 

 
19 Redmond, P & McGuiness (2020) Essential Employees During the Covid-19 Crisis.  
https://www.esri.ie/system/files/publications/SUSTAT85_0_0.pdf 
20 Russell, H., O’Connell, P.J. and McGinnity, F. (2009) ‘The Impact of Flexible Working Arrangements on 
Employee Stress and Work Pressure in Ireland.’ Gender, Work and Organization, Vol. 16, No. 1.  pp: 73-97. 
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difficulty concentrating on their job all or most of the time, compared to just 5% of those in 

households with no children.21 

 The GUI figures show that 54 per cent of mothers were employed when the child was aged 3 years, 

60 per cent at age 5 and 63 per cent at age 9 years. This suggests that the numbers where 

employment participation is affected by the closure of schools and childcare is substantially more 

than the essential workers group alone.  

IMPACT ON WOMEN’S LABOUR MARKET PARTICIPATION AND GENDER INEQUALITY 

 

In normal times care responsibilities fall predominantly on women. A recent ESRI/IHREC report 

found that women spend twice as much time on care and housework as men (Russell et al, 2019). 

Moreover, we found that a wide gender gap in unpaid work persists even when men and women 

undertake the same amount of paid work. Research from the UK during the lockdown shows that 

mothers are undertaking far more home-schooling and care tasks and have less uninterrupted paid 

work time.22 Other reports suggests that the lockdown and home-working is having a greater impact 

on the productivity of female workers (e.g. fewer journal article submissions from female 

academics)23. We also know that mother’s employment and pay is far more influenced by childcare 

responsibilities than fathers. These patterns suggest that even if workplaces are reopened, without 

childcare supports and schools, women’s participation in the labour market will be reduced and 

gender inequalities in the labour market will widen.  

The Roadmap for Social Inclusion 2020-2025 aims to reduce the number of children living in poverty, 

this is also a central plank of the government’s Better Outcomes Brighter Futures policy. Enhancing 

the employment opportunities of parents, particularly in one-parent families, will be an important 

component of achieving this goal. Previous evidence in Ireland suggests that mothers’ employment 

can play a role in preventing child poverty in Ireland.24 

 
21 Eurofound (2020)  Living, working and COVID-19 First findings – April 2020 
https://www.eurofound.europa.eu/sites/default/files/ef_publication/field_ef_document/ef20058en.pdf 
22 Andrew A. et al (2020) How are mothers and fathers balancing work and family under lockdown? London: 
IFS/Nuffield Foundation https://www.ifs.org.uk/uploads/BN290-Mothers-and-fathers-balancing-work-and-life-
under-lockdown.pdf 
23 https://www.theguardian.com/education/2020/may/12/womens-research-plummets-during-lockdown-but-
articles-from-men-increase 
24 Watson, D., B. Maître and C.T. Whelan (2012). Understanding Childhood Deprivation in Ireland. Social 
Inclusion Report No. 2. Dublin: ESRI 
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IMPACT OF LOSS OF EARLY YEARS EDUCATION 

 

 

There is a substantial body of international evidence that children from disadvantaged backgrounds 

benefit most from high quality early education/care in terms of cognitive outcomes, socio-emotional 

development and school readiness.25  Studies in France, Norway and Denmark found that these 

benefits can last into adolescence and beyond (Waldfogel, 2015). Evidence from Growing Up in 

Ireland shows cognitive benefits for children of migrants and those in lone parent families.26 Centre-

based care also helped to compensate for a poorer home learning environment (such as access to 

books and being read to regularly).27  The loss of early years education is therefore likely to have a 

disproportionate impact on children in disadvantaged families and there is a strong argument 

therefore to prioritise the needs of these children in the reopening of the sector.  While services 

remain closed, there is a need to support families through the provision of learning materials and 

other resources. The provision of school meals through school closures provides a model of such 

provision.    

Available research indicates that the provision of high-quality early learning and care is of particular 

importance for children with a disability (Banks and McCoy, 201128; Taggart et al., 200629; Unicef, 

201230).  The longitudinal Effective Provision of Preschool Education in the UK found that each 

additional month of high-quality pre-school has a beneficial impact on the cognitive development of 

children at risk of special education needs (SEN) (Sylva et al. 2004).  Combined, these facts suggest 

that children with SEN will be especially vulnerable to the closure of childcare. The AIM programme 

 
25 Melhuish, E. (2004). A literature review of the impact of early years provision on young children, with 
emphasis given to children from disadvantaged backgrounds. London: Prepared for the National Audit Office; 
Sylva, K., et al (2004). The Effective Provision of Pre-School Education (EPPE) Project: Final Report. London: 
DfES/Institute of Education, University of London; Ruhm & Waldfogel (2012). Long-term effects of early 
childhood care and education. Nordic Economic Policy Review, No. 1, 23-51; Waldfogel, J. (2015) The role of 
preschool in reducing inequality, IZA World of Labor 2015: 219 doi: 10.15185/izawol.219;  
26 Russell, H., O. Kenny and F. McGinnity (2016). Childcare and socio-emotional outcomes at Age 5. Dublin: ESRI 

& Pobal; McGinnity, F., H. Russell and A. Murray (2015). Non-Parental Childcare and Child Cognitive Outcomes 
at Age 5. Dublin: ESRI/GUI. 
27 McGinnity, F. McMullin, P. Murray, A. & Russell, H. (2017) “Social inequalities in cognitive outcomes in 
Ireland: what is the role of home learning environment  and childcare?” in Blossfeld, et al eds. “Childcare, Early 
Education and Social Inequality – An International Perspective,  Edward Elgar.  
28 Banks, J. and McCoy, S. (2011), A Study on the Prevalence of Special Educational Needs, Dublin: NCSE. 
29 Taggart, B., et al (2006). Early identification of special educational needs and the definition of ‘at risk’: The 
Early Years Transition and Special Educational Needs Project. British Journal of Special Education, 33(1), 40-45. 
30 Unicef (2012), Early childhood development and disability: discussion paper. Available at: 
https://apps.who.int/iris/bitstream/handle/10665/75355/9789241504065_eng.pdf;sequence=1 
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provides additional supports for pre-school children with a disability or extra needs.  There are 

currently 2,388 providers in receipt of these supports (Pobal 2019)31. Parents of children with 

complex needs are facing particular difficulties due to the loss of services and support (Family Carers 

Ireland)32.    

CHILDCARE FUNDING 

The emergency government measures including the TWSCS (see box below) means that we are 

closer than ever before to a fully publicly funded childcare system. A key lesson from international 

research has been that direct government funding of early education and care, which is based on 

skilled personnel, who have decent pay and conditions of employment, is associated with higher 

quality care, better outcomes for children and less social inequality in access to services (Gambaro et 

al., 2014; OECD, 2006).  The current crisis illustrates the challenges and weaknesses of the current 

largely market-based model of childcare. The crisis has also underlined how dependent Irish society 

is on care work to function effectively, and how crucial this work is. It has also provided evidence on 

the scale of funding needed to move toward a publicly funded system. Government now needs to 

decide whether to continue to make this long-term investment in children and society. 

  

 

 
31 Pobal (2019), Early Years Sector Profile 2018/19. Dublin: Pobal. 
32 https://familycarers.ie/wp-content/uploads/2020/05/Family-Carers-Ireland-Caring-Through-COVID.pdf 

Temporary Wage Subsidy Childcare Scheme TWSCS 

TWSCS is designed to support and retain staff in the early education and childcare sector and 
to prevent the long-term closure of childcare facilities. It consists of the following measures 

• Full wage subsidy for childcare workers up to a maximum of €586 per week. 
• Those earning less than €350 per week will be topped up to that amount. 
• Services will receive a further payment based on a percentage of their total 

eligible staff gross weekly pay to be used towards ongoing / non-deferrable 
operational costs. 

• Participation in the scheme is conditional upon engaging in Continuing 
Professional Development.   

Duration These are emergency measures and are due to last for 12 weeks from 26 March, in 
accordance with the Department’s or Government’s decisions in this area. 
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