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1. Introduction
 
 

Background to the Review
 
1.1 The Co-ordinating Group of Secretaries established under the Strategic

Management Initiative identified a “need for a systematic analysis of
what is actually being achieved by the £12 bn in Government resources
spent annually” and recommended that ‘agreements between the
Department of Finance and individual Departments on delegated
authority for programme expenditures (should) provide a schedule of
reviews of expenditure to be carried out during the currency of the
agreement, with the aim of ensuring that each programme of expenditure
is subject to a thorough review at least once every three years’. 1

 
1.2 The Government accepted this recommendation and has approved a

programme of reviews with the twin aims of providing:
 

• a systematic analysis of what is actually being achieved by
expenditure in each spending programme and

 
• a basis on which more informed decisions can be made on

priorities within and between expenditure programmes.
 
1.3 The arrangements for ‘credited’ social insurance contributions was

chosen as one of the first issues to be evaluated as the arrangements
have evolved on an ad-hoc basis over the years in parallel with the
development of the wider social welfare system as a range of new
schemes and payments have been introduced.

 
 

Structure of Review Programme
 
1.4 The reviews, in this Department, are being carried out by Working

Groups, chaired at Principal level and made up of officers from the
policy and executive sections of this Department, other Departments, as
appropriate, and the Department of Finance.  The Working Groups
report to a joint Department of Finance-Department of Social,
Community and Family Affairs Steering Group, which has been
established  to oversee this Department’s programme of reviews.  This

                                                          
1 Delivering Better Government - A Programme of Change or the Irish Civil Service, (1996), Stationery
Office, Dublin, Page 60.
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Steering Group is chaired by the Secretary General and is composed of
appropriate officers at Assistant Secretary and Principal levels from both
this Department and the Department of Finance.

 
 

Terms of Reference
 
1.5 The Terms of Reference for the review were based on a standard Terms

of Reference which apply to all reviews across the Civil Service with
appropriate modifications specific to this programme.   They are as
follows:

 
 “To examine and report on the system of awarding Credited Contributions

(“credits”) with a view to:-
 
 (a) identifying its objectives
 
 (b) considering the extent to which these objectives remain valid and

compatible with the mission and current strategy of the Department.
 
 (c) evaluating the extent to which these objectives have been achieved
 
 (d) establishing the level and trend of (a) the cost and (b) the staffing resources

associated with the award of credits
 
 (e) defining the outputs associated with the awarding of credits and identifying

the level and trend of those outputs
 
 (f) commenting on how efficiently and effectively the Programme has achieved

its objectives, having particular regard to the cost of payments which
rely on credits and to the application of conditionality to various
categories of those who benefit from credits

 
 (g) reviewing the procedures governing the award of credits to identify

anomalies and to consider implications of the arrangements under the
ISTS system

 
 (h) evaluating the degree to which the objectives warrant the allocation of

public resources on a current and on-going basis
 
 (i) examining the scope for alternative policy and/or organisational approaches

to achieving the objectives on a more efficient and effective basis
 
 (j) specifying suitable performance indicators which can be used to monitor

and evaluate the awarding of credits in the future.”
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Working Group
 
1.6 The Working Group for this review consisted of the following:
 

 Anne McManus Planning Unit, DSCFA
 Cormac Carey D/Finance
 Mairead Emerson D/Finance
 Des McKernan Client Data Services, DSCFA
 Deirdre Nichol Planning Unit, DSCFA
 Eoin O’Seaghdha Planning Unit, DSCFA

 
 The Group held its first meeting in January 1998.  The group met on 10

occasions and submitted their report to the Steering Group in September
1998.  Following discussion at the Steering Group modifications were
made to the report and it was finalised in January, 1999.

 
 

Format of Report
 
1.7 This report starts with an explanation of what credited contributions are,

their rationale and objectives.  It examines the continued relevance of
these objectives in the light of the Department’s overall goals and
strategy.  It then looks at the factual position in terms of costs and
resources.  These lead into the evaluation section.  Following from the
evaluation the report looks at the other issues and alternatives.  Future
performance indicators are based on the material presented in the earlier
chapters and finally the report presents the conclusions and
recommendations of the group.
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2. What are “Credited Contributions”?
 
 

Introduction
 
2.1 The payments administered by the Department are of broadly three

types:
 
 (i) Social Insurance payments which are made on the basis of Pay- Related

Social Insurance (PRSI) records.  These are funded from the Social
Insurance Fund, which comprises contributions from employers,
employees and the self employed with the deficit (if any) being met by
the Exchequer.

 
 (ii)  Social Assistance payments which are means tested and funded totally by

the Exchequer.
 
 (iii) Universal payments (such as Child Benefit); again these are Exchequer

funded.
 
2.2 Credited contributions (commonly referred to as “credits”) form part of

the Social Insurance System which, in turn, centres on active labour
force participation.  In order to qualify for benefits (including pensions)
from the Social Insurance Fund a person must meet certain contribution
conditions.  For this purpose three broad types of contributions exist:

 
• employment/self employment contributions which are paid by people

(and their employers) who are compulsorily insurable under the system;
 
• voluntary contributions which a person can pay when he/she ceases to

be compulsorily insured and which maintain cover for pensions;
 
• credited contributions which are awarded in circumstances such as

unemployment and illness, and which help to protect the social
insurance entitlements of people during periods when they may not be in
a position to pay contributions.

 
2.3 In order to qualify for credits, a person must first have entered insurable

employment and have at least one paid social insurance contribution.
This requirement confirms the labour market orientation of the social
insurance regime generally and a similar linkage as regards credits.
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Historical Background and evolution of credits
 
2.4 Historically, the only credited contributions awarded prior to 1953 were

pre-entry credits.  The purpose of these was to enable new entrants to
the system to qualify for benefits once they had paid enough
contributions to meet the “paid contribution” test (see section 2.12
below).  When the consolidated system of social insurance was set up
under the Social Insurance Act 1952, it was based on the principle that
once a person became insured under the Act, s/he would be enabled to
maintain their status as a insured person and their entitlement to the
various benefits of the system.  Regulations made under the Act
(Statutory Instrument No. 5 of 1953) provided for the award of credits to
people in receipt of Unemployment Benefit and Disability Benefit.  The
conditions governing the award of credits have evolved over the
intervening years in parallel with the wider development of the Social
Insurance System as a range of new schemes and payments have been
introduced.  The various Statutory Instruments relating to credits were
consolidated in 1996 in S.I. No. 312 of 1996.    A more detailed history
is at Appendix 2.

 
 

Circumstances in which credits are awarded
 
2.5 Credits can be awarded in a range of circumstances.  These are set out in

detail in Appendix 1.  In brief, the main circumstances in which one can
qualify for credits are :

 
• While unemployed, ill etc.
 
• While participating in certain training schemes (e.g. FAS training

courses)
 
• On first entering insurance, a person can qualify for “pre-entry credits”

which enable him/her to qualify for benefits more quickly than would be
the case otherwise.

 
• In a range of miscellaneous circumstances (e.g. while in receipt of the

Carer’s Allowance or working as a Volunteer Development Worker).
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How are credits awarded
 
2.6 The manner in which credits are awarded can vary from scheme to

scheme, and has served to complicate the system.   For instance:
 
• credits in respect of unemployment are awarded on a daily basis (i.e.

1/6th of a credit for each day of proven unemployment);
 
• credits in respect of maternity benefit are awarded on a weekly basis,

and
 
• credits for carers are awarded retrospectively.
 
 A more detailed explanation of the manner in which credits are awarded is also

contained in Appendix 1.   Some of the consequences of the complexity
of the system are explored further in Section 6 of this report.

 
 

Duration of award of credits
 
2.7 There is, in general,2 no limitation on the duration for which credits can

be claimed, provided the person continues to meet the relevant
contingency (e.g. unemployment) and is under the age of 66.

 
 

Limitation on award of credits
 
2.8 Where a person has no paid or credited contributions for a period of two

years, s/he cannot be awarded further credits until 26 contributions are
paid.  The rationale for this measure centres on the general principle that
there should be a reasonable link between entitlement to benefit and a
recent participation in the (active) labour force.

 
 

Benefits for which credits can be used
 
2.9 There are 11 different Social Insurance classes, (excluding the scheme

of voluntary contributions) with different contribution rates and benefit
entitlements.  Similarly, credits relate to different classes: the type of

                                                          
2 There are some exceptions relating to specific types of credits: e.g. Volunteer Development Workers can
claim for a maximum of 5 years.  Pre-entry credits are for up to 3 years.
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credit reflects the class previously paid by the contributor.  For example,
if a person paid Class A contributions and then becomes entitled to
credits, those credits are awarded at Class A, and, like paid contributions
for that Class, can be used for the full range of benefits.  A person who
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had been paying the modified rate (which gives cover for a more limited
range of benefits) would only get credits for this restricted range of
benefits.

 
2.10 There is no provision for credits for people who are insured for

occupational injuries only (Classes J and M); given the low contribution
requirements for these benefits, credits are not required.

 
2.11 There is no provision for award of credits to people who formerly paid

contributions at Class S (self employed).  This particular issue is
discussed further in Section 6.23 of this report.

 
 

Role and significance of credits
 
2.12 To understand the role and significance of credits, one must look at the

conditions for entitlement to contributory benefits under the Social
Insurance System.  While there are differences in contribution
conditions between schemes, a person must, in order to qualify for a
contributory benefit, have

 
 (a) Paid a minimum number of weekly contributions (ranging from 39 for

short-term benefits to 2603 in the case of certain pensions), and
 
 (b) Have a certain number of paid or credited contributions over a specified

period; in the case of short-term benefits this is the relevant tax year,4
while in the case of long-term benefits (e.g. pensions) this is on the basis
of the yearly average number of paid contributions and/or credits over
the person’s working life.

 
2.13 Credits cannot be used to satisfy condition (a).  Thus, credits are only of

value to a person who satisfies this “paid contribution” test.
 
 

Summary
 
2.14 Credits are a key part of the Social Insurance System.  They are awarded

in circumstances where normally active labour force participants face
circumstances where they may not be in a position to make paid social
insurance contributions.  They may be used to secure entitlement to
short-term and long-term social insurance benefits, but the claimant

                                                          
3 This is being increased on a phased basis, to 520 by the year 2012. (S12 of SW Act 1997 ).
4 The relevant tax year is generally the last complete tax year before the calendar year in which the benefit is
claimed  e.g. for claims in 1998, the relevant tax year is 1996/97.
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must in the first instance have a specified number of paid contributions
before credits become of any value.
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3. Assessment of Objectives
 
 

Introduction
 
3.1 Credits are an integral part of the Social Insurance System.  The award

of credits is interlinked with eligibility for benefits and cannot be
examined in isolation from the conditions for entitlement to benefits.
This section examines the objectives of credits and their continued
relevance.  This examination is undertaken in the context that the Social
Insurance System will be retained, and developed for the foreseeable
future, in  line with commitments to that effect by successive
Governments and with the statement in “Partnership 2000” (para 4.34)
that “The importance of the role of the Social Insurance System in the
overall provision of social protection is recognised.  The reform and
development of the Social Insurance System will be continued over the
course of this Partnership”.

 
 

General Objectives of credited contributions
 
3.2 Credits have been an integral part of the Social Insurance System since

its inception without having separate formally stated objectives.  The
basic objective of awarding credited contributions (credits) is to protect
the entitlements of insured workers by covering gaps in insurance for
persons who may not be in a position to pay PRSI for reasons, for
example, of certified incapacity or proven unemployment.  This basic
objective may be  expanded upon to embrace a range of related aims:

 
• ensuring  income maintenance by preserving the PRSI contribution

record of an insured person and thereby the worker’s social insurance
entitlements;

 
• giving title to short term benefit where the worker may have insufficient

contributions in the relevant contribution year;
 
• building up of a new entrant’s social insurance record, thus enabling

him/her to qualify for benefits once a certain number of contributions
have been paid;

 
• ensuring that the social insurance record is maintained when the worker

is engaged in education, training and employment schemes, working as
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a volunteer in developing countries, engaged as an Army Reservist, or
leaving the work force to care for an elderly person or a person with a
disability.
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Are the objectives still relevant ?
 
3.3 The Departments first formal statement of strategy, “Open, Fair and

Caring”, was published in 1996.  The mission set down at that time was
“to promote social well-being through income and other supports which
enable people to participate in society in a positive way”.  This same
mission statement is set out in the Department’s recent Statement of
Strategy  1998 - 2001 - “Inclusion, Innovation and Partnership”.  The
system of awarding credits is clearly compatible with this mission in that
it ensures that workers who are unemployed or ill are enabled to
continue to participate in the Social Insurance System, which is itself a
vehicle for social solidarity, representing an ongoing social contract
between Government, employers, employees and the self-employed.  In
the absence of a system of credits, many workers would lose entitlement
to both short-term benefits - such as Treatment Benefit, for instance -
and long-term benefits.  In such circumstances, they would have to have
recourse to means-tested social assistance payments and would lose the
value of whatever social insurance contributions they had made while
working.

 
3.4 On the face of it, the original thinking behind the award of credits

outlined above is equally valid in today’s circumstances.  Indeed, it is
arguably more valid, given the growth in atypical employment, the
decline of “jobs for life”, and the increasing numbers of people (mainly
women) who expect, over their lifetime, to combine periods of paid
employment with periods out of the labour force undertaking caring
responsibilities.  Of course, recognising the validity of the general
objective does not detract from the need to examine critically the range
of circumstances in which credits are currently awarded, to ensure that
they are compatible with the objective.   This issue is explored in
Section 6 of this report.

 
 

DSCFA : Statement of Strategy
 
3.5 As noted earlier, the Department has recently re-evaluated its strategic

direction and in accordance with the requirements of the Public Service
Management Act, has published a new Statement of Strategy to cover
the years 1998 to 2001.  Of particular note is the fact that the mission
has not changed since it was first articulated.
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Extracts from DSCFA Statement of Strategy

 
 6.1 To promote an inclusive society in which people can participate in a
positive way, by understanding the underlying causes of poverty and exclusion
and addressing the needs of those people affected
 
 The Department will:
 
 (c) Develop proposals for the further development of social insurance cover
that are financially sustainable in the longer term
 

 

 
 6.2 To continually evaluate and adapt our policies and services and their impact
on society to ensure that they are achieving specified objectives in an efficient
and effective manner
 
 The Department will:
 
 (b) examine the role of social insurance, including the need to adapt the
scheme to new work patterns, the question of possible expansion of the scheme
to additional groups of workers and/or to additional contingencies, and the
overall financial implications of any proposals for change
 
 (f) develop policy proposals aimed at simplifying the social welfare system
 

 
 

 
 6.3 To ensure that social protection is provided in an employment friendly
manner
 

 
 

 
 6.4 To promote policies which protect and support families
 
 The Department will:
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 (h) through income support and other measures promote reconciliation of
work and family responsibilities, in consultation with other departments
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3.6 A balance must be struck between these different underlying principles

and how they relate to credits.  From the perspectives of linking social
insurance to the labour market, and protecting the viability of the Social
Insurance Fund, the objective of credits might be seen in terms of a
limited arrangement, closely linked to a recent active participation in the
labour market.  However, from the wider perspective of supporting
families and facilitating reconciliation of work and family
responsibilities, credits can be seen as having a wider role.

 

Refinement of Objectives
 
3.7 The objectives of credits, refined in the light of the Department’s overall

strategy and the issues set out above, might be restated as follows:
 
 “To protect the entitlements of insured workers by
 

• securing the position of those who have recently entered
insurable employment

• covering gaps in insurance arising from an inability to pay
contributions by virtue of unemployment, illness, etc.

• providing for the needs of those who are outside of the paid
workforce due to family and caring commitments

 
 in a manner which is consistent with the continued viability of the Social

Insurance Fund, including in regard to the manner of its financing,
and with the Department’s wider objectives of promoting
employment incentives, family-friendly policies, simplicity and
equity.”

 
 

Summary and Conclusions
 
3.8 The Group concluded that the broad objectives of credits were still

relevant and consistent with the Department’s overall objectives.  The
Group, in noting that a balance needed to be struck between the different
underlying principles and how they relate to credits, put forward a more
refined statement of the objectives of credits, in the light of the
Department’s strategy statement.
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4. Credits : Cost of Outputs

Introduction : Output of Credits

4.1 As is clear from the description in Section 2, credits do not represent a
clearly defined “scheme” or programme.  Rather they are a means by
which an insured person may be assisted to qualify for any one of a
range of benefits funded from the Social Insurance Fund.

 
4.2 The output from credits is therefore entitlement to benefits under the

Social Insurance System.  Given the nature of credits, the cost of this
output cannot be easily identified from, for example, published
Estimates.  A key task facing the Group was to attempt to establish the
cost of benefits paid on the basis of credits: that is, benefits which were
paid and which, in the absence of credits, would not have been paid (or
would have been paid at a lower rate).

 
 

Costing of Outputs
 
4.3 It is useful at the outset to distinguish between the two funding

mechanisms for payments made by the Department:
 
• The Social Insurance Fund, comprising contributions from employees,

employers and the self-employed, with an Exchequer contribution to
finance the shortfall (if any).  Contributory Social Welfare payments are
paid from the Fund.

 
• Other payments (frequently means-tested) which are totally Exchequer

financed.
 
 This is of significance in relation to the cost of credits.  Where a person

qualifies for a contributory benefit on the basis of credits, this is a  direct
cost to the Fund and also a cost to the Exchequer, as residual financier of
the Fund.  (This latter issue does not arise, of course, in years when the
Social Insurance Fund is in surplus - i.e. when there is no residual cost
arising which falls to be met by the Exchequer.)  If, however, the person
in question did not qualify for a contributory benefit they might
otherwise qualify for another (Exchequer funded) payment instead.  The
Group considered it important that each of these factors be taken into
account in any costing exercise.  However, the potential magnitude of
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the full costing exercise and our timescale and resources limited the
extent to which this was possible in practice.
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Surveys of Claims
 
4.4 In order to attempt to establish the cost of benefits which would not have

been paid in the absence of credits, the Group arranged to carry out two
surveys to see:

 
 (i) the extent to which the award of credits enabled benefits to be secured.
 
  (ii) the implied costs of credits to the Social Insurance Fund.
 
  (iii) insofar as possible, to estimate the extent to which the people in question

would have qualified for a social assistance payment if they had not
obtained a contributory benefit.

 
4.5 As resources did not permit surveying all schemes, it was decided to

examine one major long term scheme (Old Age Contributory Pension)
and a major short term scheme (Unemployment Benefit).  Together,
these schemes represented some 28% of Social Insurance Fund
Expenditure in 1997.

 
4.6 Full details of each of the surveys are in Appendices 3 and 4.
 
 

Cost to Social Insurance Fund
 
 Old Age (Contributory) Pension
 
4.7 The results of the survey at Appendix 3 suggest that some 12.5% of

OACP claimants would have no entitlement to OACP if credits were
non-reckonable.  It is worth noting also, and particularly in the context
of the introduction in 1997 of pro-rata OACP, that the existence of
credits enabled a significant number of claimants to secure a higher level
of OACP payment than they would otherwise have received.

 
4.8 On this basis, allowing for a margin of +/- 5%, the cost of credits insofar

as OACP claims are concerned is estimated to be between £38.6m and
£42.6m in 1997 terms.
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 Unemployment Benefit
 
4.9 The survey of Unemployment Benefit Claims (Appendix 4) found that

35% of claims examined required credits in order to qualify.
 
4.10 Again, on the assumption that a similar proportion of overall  UB

expenditure relates to cases using credits to qualify, and allowing a
margin of +/- 5%, the expenditure on UB arising from credits is
estimated to be in the range of £71.6 - £79m, in 1997 terms.

 
 

Social Assistance Savings
 
4.11 Without carrying out a means test on each individual case, it is not

possible to determine precisely how many of the people who would fail
to qualify for benefits if credits were non-reckonable would otherwise
qualify for assistance payments.  However, general inferences can be
drawn about likely entitlement from a number of factors, such as marital
status and spouse’s earnings; parents earnings (in the case of young
people living in the family home); and entitlement to free fuel (in the
case of pensioners).  Using such data, estimates were made of the
likelihood that the cases in the sample would qualify for the relevant
assistance payment (Non-Contributory Pension and Unemployment
Assistance).

 
4.12 On this basis, it was estimated that:
 
• some 56% of those who qualified for OACP on the basis of credits

appeared to have an underlying entitlement to OANCP;
 
• of those who qualified for UB on the basis of credits,  61% appeared to

have an underlying entitlement to UA;
 
• Of the UB group, it is noteworthy that 90% of males were likely to

qualify for UA, while only 26% of females were likely to qualify.
 
4.13 The above suggest that the existence of credits (and consequential costs

of contributory benefits) leads to corresponding savings on assistance
payments of the following order of magnitude for the two payments
examined:

 £m
 
 Old Age (Non-Contributory) Pension      22 - 24
 Unemployment Assistance 44 - 48
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 It must be stressed that, given the limitations of the methodology, these are not

precise estimates.  Nonetheless, in the absence of any precise estimate
they represent useful indicators of the order of  magnitude of the costs.

 
 It is noteworthy that significant proportions of those who qualified for UB and

OACP on the basis of credits apparently did not have an underlying
entitlement to UA or OANCP.  Such persons, therefore, represent a
particular cost to the Social Insurance Fund in situations where it is not
clear that an income maintenance need prevails.

 

Net Costs
 
4.14 Up to 1996, the Exchequer funded the deficit in the Social Insurance

Fund.  In that situation, the net cost to the Exchequer of credits would be
the costs identified above (for all schemes, not just those surveyed) less
the assistance savings.

 
4.15 In 1997, the SIF recorded a small surplus (£6m); in the short-term future

this is set to increase (on a “no policy change” assumption)5.  Under
legislation, any SIF surplus falls to be invested.  So, in any year where
there is an SIF surplus one cannot offset costs of SIF funded payments
against savings on Exchequer funded payments to calculate net
Exchequer costs.

 
 

Past Trends
 
4.16 In the absence of similar surveys in earlier years the Group was unable

to establish past trends.
 
 

Future Trends
 
4.17 The Group was unable to form a conclusion as regards future trends.  It

was noted that increased casualisation of the workforce may lead to
individuals being more likely to experience periods of unemployment
over their working lives; this may lead to an increase in the award of
credits.  However, credits can only be used to qualify for benefits if a
sufficient number of contributions have been paid.  In the case of

                                                          
5 In the medium and longer term this will reverse, due to demographic factors.
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OACP, the required number of paid contributions is being increased
from 156 currently to 260 in 2002 and to 520 in 2012.  Consequently,
the number of people qualifying for payments on the basis of credits
could fall.  The survey of OACP claims indicated that over 40% of
claims might be affected by this.

 
 
 

Summary and Conclusions
 
4.18 As data on the cost of credits did not exist, estimates were made by

surveying claims for two schemes.  The cost of OACP claims which
used credits to qualify was estimated to be between £39m and £43m in
1997; the cost on Unemployment Benefit claims was estimated to be in
the region of £72m to £79m.  Although it was not possible to survey
other schemes for this exercise, it is likely that significant costs also
arise on other schemes.   This clearly indicates that proposals for
widening of circumstances under which credits are awarded should be
fully costed, both in the short and longer terms.

 
4.19 In the absence of credits, costs would be incurred on means-tested

payments instead but significant proportions in the schemes surveyed
did not appear to have an underlying entitlement to assistance payments.
Of the two schemes surveyed, the cost of the assistance payments which
would arise in the absence of credits were estimated to be in the region
of £22 - £24m for Old Age (Non-Contributory) Pension, and £44m -
£48m for Unemployment Assistance.

 
4.20 Given that the SIF is currently in surplus, the SIF costs and assistance

savings cannot be aggregated to give Net Exchequer costs.
 
4.21 The Group was unable to quantify trends for the reasons set out at 4.16

and 4.17 above.
 
4.22 As is clear from the foregoing, there is a distinct lack of readily available

data in terms of current and future liabilities arising from the award of
credits.  The fact that the credits system is not a distinct scheme is a key
contributory factor to this shortcoming.   The high levels of expenditure
which arise directly from the existence of the credits system requires
that the lack of data, which is crucial to future consideration of the
credits system and the wider social insurance scheme generally, be
addressed as a matter of some urgency.  The Group’s views on the how
this can be achieved are contained in Section 10 - Performance
Indicators.
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5. Credits : Staffing and Administrative Costs

5.1 Since the award of credits is not strictly an expenditure programme,
attributing resources and costs to this area of the Department’s activity is
not an exact process.  The information set out below is therefore a best
estimate of the resources associated with credited contributions in so far
as the Group found it possible and practicable to make such an estimate.

 
 

Staffing Levels
 
5.2 Credited contributions are a feature of many of the Department’s

schemes.  In seeking to outline the level of staff resources associated
directly with the credits system, it is useful to set out the types of  work
involved.  Broadly speaking, these fall into two separate areas:

 
• record maintenance (including the award of credits) and
 
• the assessment of claims.
 
5.3 Insofar as record maintenance is concerned, the requirement for staff

resources arises primarily in the Client Data Services section.
 
5.4 The impact of credits on the resources required to carry out assessment

of claims for benefits can vary considerably, depending on the insurance
record of the claimant.

 
• Credits will have no impact on claims for benefits based on an insurance

record which comprises mostly paid contributions (e.g. where the
claimant has a history of continuous employment).

 
• Where the claimant secures a benefit on the basis of a combination of

paid and credited contributions, there is an implicit impact at least on the
complexity of the decision making process.  In practice, the great
majority of decisions will be straightforward and will not demand any
significant additional time commitment on the part of a Deciding
Officer.   (It is worth noting at this point that, in the absence of a system
of credits, a proportion of those who would fail to secure insurance
benefits might seek instead to have recourse to the Department’s social
assistance schemes.  Such schemes are means-tested and thus are more
costly to administer.)
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• Finally, there are those claims which fail to secure entitlement to a
payment but which do qualify for the award of credits.

 
 
5.5 In order to assess the resource implications associated solely with

credited contributions, the main areas of the Department dealing with
credit related issues were contacted and asked to assess the implications
for their own areas.  The information received is summarised below;
with more detailed information on the staff numbers and activities
concerned provided at Appendix 5.   In interpreting the figures, it must
be remembered that these were assessed by different scheme managers
and therefore may not be calculated on a consistent basis.

 

 Summary of Staff nos. involved with Credits
 

 Section                                                No’s of man-years per annum
 
 Client Data Services  21.6
 
 Treatment Benefits     4
 
 Regional & Local Offices 12
 
 Disability Benefits   6.5
 
 Disability Allowance  **6

 
 Maternity, Health & Safety & Adoptive Bens. **
 
 PRETA **
 
 Invalidity **
 
 Old Age Pensions, Widow/ers Pensions
  & One-Parent Family Payment 1
 
 
 Total          45
 

 
 
5.6 Across all of the areas dealt with above it is therefore estimated that the

equivalent of 45 members of the Department’s clerical staff are carrying
                                                          
6 These sections indicated that a small amount of time was spent on credits - related activity; this ranged
from “negligible” to 10 hours per week.
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out work which arises directly as a result of credits and which would not
otherwise arise.  This should not be taken to imply that this number of
staff could be reassigned to different duties if credits were no longer part
of the social welfare system.  The reality is that credits related issues
form a small portion of the working time of a large number of
individuals dispersed throughout the Department’s nation-wide office
network, rather than the full time work of specific staff members.   It is
important to bear in mind also the point made earlier that, in the absence
of a system of credits, there would a higher level of demand for social
assistance payments and a consequent need for additional resources in
those scheme areas.

 
 

Staffing Trends
 
5.7 It has not been possible to establish trends in staffing.  To do so would

require a repetition of the above exercise (or, ideally, a more precise and
detailed exercise) on a regular basis (e.g. every three to five years).  The
resource costs of doing this would, of course, need to be balanced
against other priorities.

 
 

Administrative Costs
 
5.8 The Department has adopted a common approach in relation to the costs

for each of the reviews which it is carrying out.  As stated earlier the
award of credited contributions is not an expenditure programme and it
is not possible to apply the format used in other reviews to this case.

 
5.9 The Group considered the possibility of using an apportionment exercise

to estimate the administrative costs of credits.  In theory, such an
exercise could be done by apportioning the administrative costs of each
Social Insurance Scheme between “cases relying on credits” and “cases
not relying on credits”, in proportion to the number of claims paid in
each category.  Having considered this possibility, the group concluded
that such an exercise would not be valid.  For such an exercise to be
valid, one would need to be sure that the administrative effort of the two
types of claims were similar; we do not know if this is the case. The
Group concluded, therefore, that any apportionment exercise on this
basis could be seriously misleading.
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Summary and Conclusion
 
5.10 Based on estimates by the various scheme managers, it is estimated that

the equivalent of 45 staff are engaged in credits-related work.
 
5.11 Given that the staffing figures available to the Group were based on a

best estimate provided by the scheme managers and that a detailed
breakdown of the administrative effort involved in dealing with claims
was not available, the group were unable to establish the staffing trends
or administrative costs.  A department wide exercise to establish a
baseline picture of the full resource implications of credits would be an
extremely difficult and lengthy undertaking which would have
considerable resource implications.  A smaller exercise, based on a
representative section(s)  could give an indication of the wider
departmental picture.  The Group concluded that such an exercise would
represent a useful starting point - the experience gained should then be
used to determine the validity of the exercise and to judge whether the
data emerging from the exercise should be routinely maintained and
how best this might be achieved.
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6. Effectiveness and Efficiency

Introduction

6.1 In refining the objectives of credits (Section 3.8) we noted that it was
not sufficient that credits simply enable people to retain entitlement to
benefits - it is also necessary that this be done in a manner which is
consistent with the viability of the Social Insurance Fund, and which is
consistent with the Department’s overall objectives (e.g. promotion of
employment incentives, development of “family friendly” policies,
simplicity and equity).  The Group considered that its assessment of
effectiveness needed to take account of these wider factors.

 
6.2 The Group was also conscious that the effect of credits depends not just

on the award of credits, but also the extent to which the contribution
conditions for the various schemes allow people to use credits to qualify
for benefits.

 
6.3 In assessing the effectiveness and efficiency of the credits system in the

context outlined above, it is necessary to address a number of key
questions:

 
• Are we satisfied, in principle, that it is appropriate that credits be

awarded in respect of each of the existing credit-bearing
schemes?

 
• Having regard to the need to ensure the continued viability of the

Social Insurance Fund, are the current arrangements in relation to
the duration/limitation of the award of credits appropriate?

 
 

Existing credit-bearing schemes
 
6.4 The Group noted that the range of credit-bearing schemes can be broken

down into a number of categories:
 
 (a) Pre-entry credits:   These are awarded to a new entrant to insurable

employment and are designed to enable him/her to gain entitlement to
short-term benefits (e.g. Treatment Benefit) as soon as the required
number of paid contributions have been made.
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 (b) Family/Caring:   This category would include homemakers, carers, lone
parents & widow/ers as well as people who are availing of maternity
benefit, adoptive benefit, parental leave and health & safety benefit.  The
Group formed the view that the current arrangements in such cases are
consistent with the objectives of developing family-friendly policies.
Any expansion of these arrangements would need to take account of the
financial implications.

 
 (c) Inability to pay: This category would include people in receipt of

unemployment and sickness payments (e.g. UA, DB etc.)  The group
took the view that it was appropriate that the social insurance
entitlements of people facing such contingencies should be protected. In
relation to this category, however, the question of determining ‘inability
to pay’ was raised.  In this regard, the question of voluntary
contributions is discussed at Section 6.34 - 6.38 below.

 
 (d) Schemes/Training:  This category would include FAS trainees as well as

participants on the Back-to-Education Programme etc.  It was the
Group’s view that the award of credits in such cases was wholly
consistent with the Department’s objectives of developing employment
friendly policies and providing incentives to people to enhance their
employability.

 
 (e) Other: This category  would include voluntary overseas development

workers, army reservists. Again, the Group considered that it was
appropriate that the social insurance entitlements of such people should
continue to be protected.

 
6.5 Having examined each category in turn, the Group was of the view that

there was no compelling arguments for the withdrawal of credits from
any of the existing schemes.

 
6.6 A related issue - the question of limiting duration of entitlement to

credits - is dealt with in Section 6.17 and in Section 9.7.
 
 

Are credits effective in enabling people to retain entitlement to benefits?
 
6.7 In Section 4 and Appendices 3 and 4 we give details of surveys of two

schemes (OACP and UB) which we undertook to estimate the extent to
which people qualified for payments based on credits.  In summary, the
key findings were:
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• 12.5% of OACP claimants would not have qualified if credits were non-
reckonable, and

 
• 35% of UB claimants would not have qualified in the absence of credits.
 
 While the Group was reluctant to draw any firm inferences on the likely level

of reliance on credits attaching to other schemes, it is evident from these
figures that credits are effective in enabling many people to qualify for
benefits.

 
 

Situations where people fail to retain entitlement to benefits
 
6.8 The Group also noted that there are a number of situations where credits

are not awarded and these are set out below:
 
6.9 Two year gap:  Under S.57 of S.I. 312 of 1996, where a person has no

paid or credited contributions for a period of two years, s/he cannot be
awarded further credits until 26 contributions are paid.  The thinking
behind this measure is that there should be a reasonable link between
entitlement to benefit and a relatively recent attachment to the active
labour force.  This limitation prevents many people from securing
credits.  [For example, a recent computer survey of recipients of the
Carer’s Allowance found that some 71% of claims in payment had a gap
of at least two years in their PRSI record and were therefore not entitled
to credits.]  The position specifically in relation to Carers is addressed in
Section 9.15.

 
6.10 Disability Allowance:  No statutory provisions were put in place for the

award of credits to people on DA when that scheme was introduced in
1997 (replacing the Disabled Person’s Maintenance Allowance).   This
meant that people who were in receipt of a credit-bearing payment (e.g.
UA or DB) and who switched to DA were technically not allowed to
avail of credits.  Similarly, there were no statutory provisions in place to
cater for the position of an insured worker who moves from employment
to DA.  This gave rise to administrative inefficiency, since people with
no entitlement to DB may have applied for DB credits while claiming
DA in order to protect their social insurance records.  (Regulations were
introduced in December 1998 to allow for the award of credits, where
appropriate,  to DA claimants.)   This matter points to the need to take
proper account of the credits issue when new schemes are being
introduced.
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6.11 Lack of Class S credits:  Credits are not awarded where the last paid
contribution is in Class S (self employment).7  Given the increasing
trend in this form of work, this gap may become more significant in the
years ahead.  This can also have implications for incentives to take up
this form of work.  The long and short-term implications of any
expansion of the award of credits would need to be explored before any
changes could be introduced.

 
6.12 Volunteer development workers:  Credits are available to overseas

development workers, but not to full-time volunteers in Ireland.  The
provision of credits to overseas workers was introduced so as to ensure
that such people were not penalised, in terms of their future social
insurance entitlements, by virtue of ceasing insured employment in
order to work voluntarily with development agencies in third-world
countries.  The measure was introduced in the wider context of  EU
Commission recommendations that all Member States should act to
facilitate the work of development agencies in the third world.

 
6.13 While, in general, credits are effective in enabling people to qualify for

benefits, the above restrictions limit that effectiveness.
 
 

Viability of the Social Insurance Fund
 
6.14 A discussion document “Social Insurance in Ireland” was published by

the Department in October, 1996.  The document notes a number of
features of social insurance, including:

 
• The contributory  principle is based on a broad link between

contributions and benefits
 
• The system has a strong solidarity component - those on higher

incomes pay higher contributions, without any entitlement to
higher benefits.

 
6.15 The Document also noted the short-term and longer term financial

pressures on the Social Insurance System that indicate the need for
strengthening of the Fund.

 
6.16 From the point of view of the viability of the Fund, it is desirable that, in

principle, benefits be targeted on people who have made a substantial

                                                          
7  There is one minor exception to this position - a person moving from self-employment to
Unemployment Benefit (based on prior Class A employment in the Governing Contribution Year) is
entitled to Class A credits.
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input to the Fund over their working lives, through paid (as distinct from
credited) contributions.  In practice, there is no objective basis for
defining a reasonable level of contributions in this context.  As noted by
the Commission on Social Welfare (pgs 229/230): “In a social insurance
system which operates on a pay-as-you-go basis and which is not based
on actuarial considerations, there is no scientific method of establishing
what the exact contribution requirements should be for either short or
long-term benefits.  In the final analysis, any criteria adopted will be
arbitrary.”

 
6.17 If the need to limit the liability to the Social Insurance Fund of credits-

related expenditure were to arise, there are two approaches which can be
taken.  The regulations could be amended in such a way as to place a
limit on the number of credits which an individual could obtain over the
course of his/her working life.  Alternatively, the qualifying conditions
associated with the various benefit schemes could be amended so as to
place a limit on the extent to which credited contributions could be used
to secure entitlement to a payment.   The Group favoured the latter
approach on grounds of fairness and equity.

 
6.18 Our survey data indicate a (surprisingly) high level of reliance on credits

in the case of the UB sample, (35% of claims).  It must be noted that the
qualification requirements for UB are, of course, considerably less
stringent than those applying, for instance, to pensions.  To secure
entitlement to UB a claimant must have 39 paid contributions and a
minimum of 39 paid or credited contributions in the GCY.

 
6.19 The high level of reliance on credits is indicative of a pattern of

seasonal or casual employment.  In some cases, UB qualification was
secured using CE credits - this will not apply in future years since all
new CE scheme participants since 6 April, 1996 are paying Class A
contributions.

 
6.20 It has been suggested that the change in the conditions governing re-

qualification for UB, provided for in the Social Welfare Act, 1997, may
have some slight influence on the survey results.  This measure, aimed at
improving the incomes of workers in atypical employments (e.g.
dockers and fire-fighters), provides that a person may re-qualify for UB
by having 13 paid contributions at any stage after the 156th day (6
months) of their existing UB claim.  In other words, where the 13 paid
contributions are paid between the 156th day and the 390th day, the
claimant can re-qualify for a further 390 days of UB immediately after
the first 390 days has been exhausted.
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6.21 The Group recommends that the reasons for the high level of reliance on
credits among UB claimants should be examined further.

 
6.22 The reliance on credits in the pension sample was lower at 12.5%.  The

Group was unable to form a view on the appropriateness or otherwise of
this level in the light of the essentially arbitrary nature of the
contribution conditions, and the fact that the survey examined only the
number of cases who relied on credits, and not the level of this reliance
(i.e. did the people in question need a large number of credits, or just a
small number, in order to qualify).  We come back to this latter point
later (in Section 10 - Performance Indicators).

 
 

Work Incentive Issues
 
6.23 We have already noted (6.11) the lack of credits for Class S (self-

employed) contributors.  One effect of this is that, if a person having
paid Class A contributions for a number of years, decided to become
self-employed, s/he loses entitlement to short term benefits.  The
Ombudsman has drawn attention to one specific case where a person,
having paid a substantial number of Class A contributions, subsequently
became self employed.  He later developed a serious illness, but no
longer had entitlement to Disability Benefit or Invalidity Pension.  Had
be become unemployed (rather than self employed) he would have
retained entitlement to these benefits.

 
6.24 A similar situation can arise where an unemployed person takes up self-

employment. This would apply to participants in the self-employed
strand of the Department’s own Back-to-Work Allowance Scheme (and
the Area Enterprise Allowance).   Under the terms of this scheme, long-
term unemployed people are encouraged to engage in self-employment.
On so doing, they may become liable for Class S contributions.  While
reliable data on the viability and sustainability of such projects is not
available8, it is inevitable that a number of projects will fail and the
persons concerned will revert to the Live Register.  Having paid Class S
contributions, they are then no longer entitled to the award of credits.

 
6.25 It must be remembered, of course, that credits would only be a small

factor in the decision to take up self-employment.  In financial terms, the
value of a credit is small by comparison with other factors (income,
secondary benefits etc.)   Furthermore, other non-financial factors will
impact on the decision to take up work.  While this suggests the impact

                                                          
8 The Department proposes to commission independent analysis of this issue in 1999.
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of credits-related disincentives is likely to be small, it is undesirable that
such effects should exist.

 
6.26 There is a separate issue surrounding the arrangements for people who

engage in casual or part-time employment while in receipt of an
unemployment payment.  This relates to the manner in which the ISTS
system awards credits in such circumstances and is dealt with in Section
8 of this report.

 
 

Reconciling Work and Family Life
 
6.27 Credits are awarded to people on Maternity Benefit, Adoptive Benefit

and Health and Safety Benefits.  Credits have been extended also to
people qualifying for Parental Leave under EU Directive 96/34/EU.
Thus, for short-term absences from work for family reasons, credits
ensure retention of entitlement to benefits.

 
6.28 For longer-term absences from work, there are some limitations on the

award of credits:
 
• Recipients of Carers Allowance and One-Parent Family Payment get

credits provided that, prior to going on to these payments, they were in
receipt of an unemployment or incapacity payment and entitled to
credits.

 
• There are administrative arrangements in place also which provide for

the award of credits to people who quit insurable employment to engage
in caring and qualify for the Carer’s Allowance.  The 1999 Budget
provides for putting this arrangement on a statutory footing.

 
• For homemakers, separate arrangements apply.  Homemakers receive

credits only in the year in which they become a homemaker and the year
in which they cease to be a homemaker.  For the remainder of their time
working in the home they are covered by a separate arrangement, called
the “homemaker’s disregard”.  Under this arrangement, a maximum of
20 years spent working in the home caring for children aged up to 12
years or for a person so incapacitated as to need full-time care and
attention can be disregarded when calculating the “yearly average”
number of contributions for pensions purposes.  For the purpose of
pensions, the disregard meets the same objective as credits.  However,
due to the method of calculation of the “yearly average test” a
homemakers disregard is of lesser value, for the purpose of calculating
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pension entitlement, than credits for the equivalent duration would be.
Furthermore,  the disregard gives no entitlement to short-term benefits.

 
6.29 The position in relation to the treatment of claimants of the Carer’s

Allowance requires to be formalised by way of statutory provisions.
The problem stems from the statutory provisions included in SI 312/96
which consolidated the regulations governing the award of credits.
Prior to the introduction of SI 312/96, the award of credits to recipients
of the Carer’s Allowance (regardless of circumstances) was undertaken
on an administrative basis.  Claimants of the Carer’s Allowance were
treated in the same way as recipients of the Prescribed Relative’s
Allowance (a more limited precursor of the Carer’s Allowance).   In
effect, credits were awarded in two circumstances:

 
 * Where a person had left insurable employment and qualified for the Carer’s

Allowance, and
 
 * Where a person switched to the Carer’s Allowance having been in receipt of

another credit-bearing social welfare payment (e.g. UA).
 
6.30 When the regulations were consolidated in 1996, the position of

recipients of the PRA  was maintained on this basis.  However, the
regulations did not provide for the award of credits to people who move
directly from insurable employment to the Carer’s Allowance.

 
6.31 Administrative practice continues to allow for the award of credits in

such circumstances.  The Group noted that, as part of a wider package of
measures for carers contained in the 1999 Budget, it has been decided to
introduce statutory provisions to formalise those arrangements.

 
 

Efficiency
 
6.32 The Group noted that “Efficiency” can include two different meanings -

efficiency in the administrative sense, and efficiency in the sense of
targeting - i.e. can the objective of retaining entitlements be achieved in
a cheaper fashion.

 
 

Targeting
 
6.33 Efficient targeting, as applied to credits, raises the question of:
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• to what extent are people getting credits unnecessarily (e.g. would be in
a position to pay contributions instead) ?

 
 

Targeting in Award of Credits
 
6.34 As noted in 2.2, apart from paid contributions and credits, a third

category of contribution exists - voluntary contributions.  A person who
is under pension age and who ceases to be insurably employed may opt
to become a voluntary contributor, provided that:

 
• s/he has at least 156 contributions paid, and
 
• s/he applies within 12 months after the end of the contribution

year in which s/he was last insured.
 
6.35 Voluntary contributions provide pensions cover only - they cannot be

used to qualify for short-term benefits.  People formerly insured at the
modified rate of PRSI pay a lower voluntary contribution, and are
covered for Widows/Widowers and similar Pensions only.

 
6.36 Take-up of the scheme is low: an estimated 1,200 contributors in the

1996/97 tax year.  A possible reason for the low take-up is that many
people who cease to be compulsorily insured can qualify either for
credits or for the homemakers disregard.  Typically, voluntary
contributors would be people who have opted to take early retirement
and who wish to ensure that their social insurance record is protected so
as to enable them to qualify for a full-rate contributory pension once
they reach the qualifying age.

 
6.37 The existence of voluntary contributions raises the questions of whether

or not it would be desirable and/or possible to restrict the award of
credits to people who were not in a position to pay voluntary
contributions.

 
6.38 It is difficult to establish the number of people getting credits who could

afford to pay a voluntary contribution.  For instance:-
 
• There are some 16,057 (LR June 1998) people on the Live Register who

are not in receipt of a UA or UB payment, but who are signing on for
credits.  The fact that this group do not qualify for means-tested UA is
evidence of other (household) income.  Caution is needed in interpreting
this as evidence that the people in question are in a position to pay
voluntary contributions.  The high proportion of women in this group
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suggests that in many cases it is spouses’, and not personal, income that
is in question.

 
• Many recipients of Disability Benefit are in receipt of sick pay from

their employer at the same time.  Although a credit is awarded in such
cases, a paid contribution would also be made in respect of the sick pay
(subject to PRSI threshold being reached).  The credit, therefore would
not usually be used to claim benefit.  While the award of both a credit
and a contribution in the same week may impact on administrative
efficiency, the fact that the credit is “valueless” (i.e. not needed for
benefits) means there is no strong case for its withdrawal in favour of a
voluntary contribution.
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Administrative Efficiency
 
6.39 In Section 5, the level of staff resources committed to administering the

award of credits was outlined.  That section of the report also outlined
the difficulties associated with trying to ascertain with any degree of
precision the level of staff resources involved in awarding benefits
secured on the basis of a combination of paid contributions and credits.
In the absence of such data, it is difficult to draw any valid conclusions
on the degree to which the administration of credits is carried out
efficiently as compared with other areas of the Department’s operations.

 
6.40 The Group noted that there is a need to improve the arrangements

associated with the awarding of credits to claimants of the One-Parent
Family Payment and the Carer’s Allowance.

 
6.41 In the case of the OFP claimants, there is at present no automatic update

of credits on the Penlive system (the computer system which covers all
pension schemes as well as OFP).   When there is a claim for another
social welfare payment pending (e.g. UB or DB), the section dealing
with OFP (PSO, Sligo) check that the conditions for the award of credits
are satisfied, record the OFP credits on the claimant’s insurance record
and notify the relevant Local Office or DB section.  This is a
cumbersome procedure.

 
6.42 Similarly, neither of the two Sections dealing with the Carer’s

Allowance (based in Longford and Sligo) have the facility to update
credits on their systems.  In this case, when the claim is being terminated
(e.g. when the person being cared for has died), Client Data Services are
notified accordingly and any credits due are updated manually by that
section on the clients insurance record.  Again, this is a cumbersome
procedure.

 
6.43 The Group recommends that the management of PSO and CDS, with

relevant input from the IT Unit, should develop proposals for improving
these procedures.

 
 

Simplicity
 
6.44 It is evident, in any event, that the very complexity of the credits system

is not conducive to administrative efficiency.  [There are, for instance,
26 different credit codes contained in the Department’s computer

 recording systems and human error is almost inevitable in such circumstances.]
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6.45 Notwithstanding the consolidation of regulations governing the award of
credits, (SI 312/96) there remain difficulties and confusion surrounding
the interpretation of the regulations.  This is compounded by the fact that
the manner in which credits are awarded varies from scheme to scheme
(daily, weekly, retrospective).  (In this regard, Section 8 of the report,
which concerns the interaction of credits and the ISTS system, is of
relevance.)

 
6.46 The Group was unable to examine the question of simplicity (or lack of

it) in the timescale available and recommends that this be examined
further.

 
 

Record maintenance
 
6.47 All social insurance record data from 1979 onwards are maintained on

computer, allowing generally for quick and easy access to staff involved
in assessing entitlement to benefits.  Pre-1979 records are generally
maintained on paper and/or micro-fiche.  For short-term benefit claims,
the existing systems are perfectly adequate since all the required data
will be readily available to Deciding Officers via the computer systems.

 
6.48 In the case of long-term benefits, notably Old-Age (Contributory)

Pension and Retirement Pension, it is frequently necessary for Deciding
Officers to request that the pre-1979 records be examined in order to
determine eligibility.   This increases the length of time spent
considering claims and, consequently, affects the speed with which the
award or rejection of a claim can be achieved.   It should be noted that
this issue relates not just to credited contributions but to records of paid
contributions also.

 
6.49 The view was taken that the resources required to computerise the pre-

1979 records could not be justified in terms of the benefits  which would
arise in terms of time saved in examining claims.  The necessity to refer
to pre-1979 insurance records will, of course, decline over time since the
full insurance record of every worker who entered the system from 1979
onwards is now held on computer.

 
 

Control
 
6.50 The various computer update systems in the Department generate large

numbers of overlaps - e.g. Wies/UB, UA/UB/DB etc. - and this, in turn
generates a need to ‘clean up’ the system.  By way of example, the
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overlaps of contributions associated with UB claims generates more than
18,000 cases a year which have to be examined to determine if
concurrent working and claiming is involved.  The vast majority, in fact,
arise from the award of credits in weeks for which a paid contribution
has been received - e.g. where the claimant is engaged in casual
employment.  Nonetheless, the system provides for a useful control tool.

 
 
6.51 Apart from “gaps” in the system,  we identified an anomaly regarding

the treatment of pre-entry credits for Widow’s Contributory Pension.
This arrangement is more favourable than applies to other pensions.
However, on further investigation we found the anomaly only arises in a
small number of cases, where social insurance records prior to 1953
arise.  Given the small number of cases, and the complex rules which
apply to pre-1953 records, as well as the fact that the number of cases
involved will diminish over time, the Group did not regard the anomaly
as a major problem.

 
 

Summary and Conclusions
 

Effectiveness
 
6.52 The Group concluded that, in general, credits are effective in enabling

people to retain entitlement to benefits.
 
6.53 However, there are a number of gaps in the system (in particular the

“two year” gap) which limit their effectiveness in some cases.  Where
changes to the arrangements for the award of credits are to be
contemplated, however, an assessment of the cost implications would be
required.

 
6.54 Regarding the effect of credits on the viability of the Social Insurance

Fund, the Group found a high level of dependence on credits in a sample
of UB claims.  We recommend this be examined further.

 
6.55 Regarding incentive issues, the Group noted that the lack of credits for

self employment may act as a disincentive to move from employment, or
unemployment, into self employment.  Given the other factors impacting
on such decisions, this effect is likely to be small.

 
6.56 The Group noted that credits can contribute to reconciling paid work

and family commitments.  We noted however that the regulations
governing the award of credits do not cater for those who quit insurable
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employment to engage in caring and who qualify for the Carer’s
Allowance and noted the commitment contained in the 1999 Budget to
formally rectify this position. We also noted that the main mechanism
for retaining entitlements for people working full-time in the home
(homemakers disregard) is less beneficial than credits.

 

Efficiency
 
6.57 The Group noted the possibility of better targeting of credits towards

those who cannot afford to pay a (voluntary) contribution, but found this
raises complex issues.

 
6.58 The Group noted that the existing administrative arrangements for the

award of credits to claimants of the One-Parent Family Payment and the
Carer’s Allowance are unsatisfactory and recommends that the scheme
management in PSO and in Client Data Services should develop
proposals for improving these procedures.

 
6.59 The Group noted the complexity of the arrangements for the award of

credits, and in particular the inconsistency in the manner in which
credits are awarded.  The Group recommends that this be examined
further to see if simplification can be achieved.
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7.  Other Issues : Conditionality
 
 
7.1 Our terms of reference specifically refer to “….having particular regard

to ….. the application of conditionality to various categories of those
who benefit from credits.”  In this regard, we focused in particular on
unemployed people who have no entitlement to a UA/UB payment but
who “sign on” for credits.

 
7.2 Entitlement to Unemployment Benefit and Unemployment Assistance

payments is subject to satisfying certain conditions provided for in
Social Welfare law.  In essence, a claimant must be capable of work,
available for work and genuinely seeking work.

 
7.3 Prior to mid-1994, the same conditions applied equally to all persons

signing on the Live Register, including those signing for credits only.
At that time, however, the Ombudsman raised queries on the legislative
basis for applying full conditionality - and specifically the condition that
the claimant be genuinely seeking work - to people who had exhausted
their entitlement to UB and had failed to secure UA on grounds of
means.  The outcome was that the Department was obliged to accept that
the existing legislative provisions did not extend to obliging such
persons to be genuinely seeking work.

 
7.4 As a consequence, credits are awarded where a person is unemployed

and available for work but they are not required to be actively seeking
work.  A relatively sharp increase in the numbers signing on the Live
Register for credits only was recorded in the years following this,
although the numbers have fallen again slightly in more recent times.
(See Fig. 1)

Fig 1 - Numbers signing for credits only
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7.5 Out of a total of  207,174 people on the Live Register at end-November

1998, 15,553 were credits only cases.   It is notable that the numbers
have started to fall again since peaking in mid 1996- reflecting the
improvement in economic conditions generally.

 
7.6 The fact that full conditionality does not apply to credits only cases

raises the question of the appropriateness of their inclusion in the Live
Register.  Analysis of the credits only claimants however, provides a
somewhat more complex picture.

 
 

Duration on LR
 
7.7 In the first instance, the bulk of the additional credits-only claimants

since April, 1994 are short-term claimants - (see Figure 2) - i.e. less than
a year.  The other categories, embracing all claimants signing for credits
in excess of one year, show very modest increases.  The implication is
that the cohort of credits-only claimants is in fact, very fluid, with
significant inflows and outflows every month.

 

 

Fig 2 - Duration on LR of credits cases
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7.8 There are a variety of reasons for people to cease signing on the LR for

credits only.  Some may switch to other appropriate social welfare
schemes or payments - Retirement Pension, Old Age Contributory
Pension, Pre-Retirement Credits Scheme, Invalidity Pension etc.  They
may secure a place on a FAS Training course or a Community
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Employment Scheme.  The most significant single factor is that the
claimant has secured work.

7.9 An exercise undertaken by the LR Management Division of the outflows
of credits-only cases in January 1997 showed that 49% of those who
signed off the LR had secured employment.  The outcome of the survey
in summary was as follows:

 
 

 January 1997 - Credits only**
 
                 Men Women Total
 
 Transfer to other payment 59 81 140
 Did not sign (no reason given) 102 353 455
 FAS,CE,VTOS etc. 9 34 43
 Found Work 110 602 712
 Other (emigrated, died, not 26 69 95
 qualified etc.)

----- ----- -----
 306 1139 1445
 
 ** Total outflows in Jan. 97 was 1548 - analysis undertaken of 1445.
 
7.10 Of the 712 who found work, the great majority had been signing on the

LR for less than 6 months, but a small number had been on the LR for
more than a year:

 
 
 

 Credits only claimants who found work in January, 1997 
 
 
 Duration on LR Men Women Total
 <6 mths 86 506 592
 6 - 12 mths 7   49  56
 1 - 2 yrs 7   30  37
 2 - 3 yrs    10   12  22
  > 3 yrs  0 5    5
 ---- ----- ------
 110 602 712
 
7.11 It would be imprudent to rely overly on the January figures since they

reflect the fact that there will have been high seasonal lay-off in the
previous month.  Nonetheless, they are indicative of the fact that a
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significant proportion of the people signing for credits are active in the
labour market.

 

Age Profile of claimants       
 
 It is interesting also to consider the age profile of claimants for credits only on

the LR.  Figure 3 indicates that the great majority of claimants are aged
between 25 and 54.

Fig. 3 - Age Profile of credits cases
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 It is clear from Figure 3 that the great majority of people signing for credits
only are women within the 25 to 45 age bracket.  It can be surmised that
these are predominantly women who, having withdrawn temporarily
from the active labour force in order to engage in home duties, are again
available for employment.  While they may satisfy the conditions for
UA, they will have no entitlement to a payment on means grounds.

 
7.12 It is also evident from Figure 3 that there is no strong evidence that

signing for credits only is widely used as an intermediate step by people
who are effectively retired from the active labour force and are marking
time until they reach pension age.

 
7.13 In fact, the low numbers in the 55-65 age category indicates that the

introduction in 1990 of the Pre-Retirement Credits Scheme (PRECS) has
been successful in removing such people from the LR.  This Scheme -
which is analogous to the Pre-Retirement Allowance for people with an
entitlement to an unemployment payment - removes the necessity for
people who have retired from the active labour force to sign on the LR
for credits on a weekly basis.  People who are on PRECS are not
included in the Live Register.  Since its introduction, the numbers
availing of the Scheme have risen steadily:
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 PRECS claimants
 

 End - 1990 2,792
 End - 1991 3,611
 End - 1992 4,047
 End - 1993 4,888
 End - 1994 5,390
 End - 1995 5,887
 End - 1996 5,956
 End - 1997 6,352
 End - 1998 6,995

 
 The PRECS scheme is a non-statutory scheme and consideration is being given

to placing it on a statutory footing.
 
 

Conditionality for Other Schemes:
 

Disability Benefit
 
7.14 The regulations governing payment of Disability Benefit or the award of

credited contributions require the Department to exercise adequate
medical control of clients.  This control is exercised through the Medical
Assessors to whom clients are referred for examination on a regular
basis.  Credit cases are referred to the Medical Review and Assessment
(MRA) Section in the same way as cases where a payment is actually
being made.  However, selection of referrals for examination is based on
an order of priority, with credit only cases having the lowest level of
priority.  As such they tend to have to wait for longer periods before
being examined.

 
 

Other Payments
 
7.15 For all other payments entitlement to credits is linked to receiving a

payment.  The question of separate conditions applying to “paid” claims
and “credits only” claims does not therefore arise.

 
 

Summary and conclusions
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7.16 There is no good reason why conditionality should not be fully applied
to all those who sign on the Live Register, whether it be for UA, UB or
credits only.  Indeed, it can be argued that the integrity of the LR
requires that the same conditions should be applied equally across the
board.  By the same token, it should not be assumed that the application
of conditionality would achieve a drastic reduction in the numbers
signing on for credits only.  The evidence points to the conclusion that
people signing for credits are benefiting from the growth in jobs
resulting from the current strong economy in that many of them are
successful in finding work.  It could reasonably be anticipated however
that the application of conditionality would encourage a relatively
modest reduction in the numbers signing for credits only and could also
provide an incentive to others to switch to PRECS.

 
7.17 The application of conditionality can be catered for by way of an

amendment to the Consolidated Regulations which would have the
effect of restoring the situation to that which applied up to mid-1994.
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8.  Other Issues : ISTS

Casual UA/UB Credits Awarded Pre-ISTS

8.1 Prior to the introduction of the Integrated Short-Term Schemes (ISTS)
system, credits were awarded to UA/UB claimants engaged in casual
work by means of a weekly mapping system designed to ensure that
there was no overlap of  paid contributions and credits.  Originally this
was a completely manual system with the requisite information being
recorded on a form UB60 which was returned to the Central Records
section (Client Data Services).   As the UA/UB computer system
evolved, these cases were recorded on that system.   In both cases, the
systems provided that credits were not awarded in any week for which
a paid contribution was due.  Consequently, it could be guaranteed that
benefits were not paid in error arising from an overlap of credits and
contributions.

 
8.2 In order to reduce programming difficulties in the new ISTS system, a

new method of calculating the number of credits due was devised.
Basically, the new method involves counting the number of days of
unemployment in a year and dividing that number by six so as to
arrive at the number of credits to be awarded.

 
8.3 The statutory basis for this new method is contained in Article 58(i) of

SI 312/96.  There is however an inconsistency between these
provisions and the legislative provisions governing the award of
insurance benefits which make specific reference to the need for a
claimant to have, in the case of short-term schemes, a minimum of 39
weeks contributions paid.   In practical terms, a scheme area cannot
have absolute certainty when examining the insurance record of a
claimant that this latter requirement is being satisfied in all cases.
The options available to remove this inconsistency are being examined
at present - the most likely outcome being that for the purposes of
qualifying for benefits, provisions will be made to the effect that only
those credits awarded in respect of a week in which a paid contribution
has not already been made will be deemed reckonable.

 
8.4 The difficulties caused by the ISTS method of calculating credits

arises  in the case of casual workers - i.e. those who are working for a
number of days per week and signing on the Live Register for
unemployment payments for the other days.
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8.5 For instance, take the case of a person who works for 3 days a week
and signs on for 3 days.  The employer, in completing the P35L form,
will record that the employee has worked for 52 weeks and 52 paid
contributions will be recorded.  The ISTS system will also take
account of the fact that the person was unemployed for 3 days in each
week (i.e. 52 * 3 = 156 days) and will calculate that the person is
entitled to 26 credits (152/6 =26).  In total, the number of contributions
will thus amount to 78.  In such a case, a computer consolidation
programme will disallow any credits in excess of  the 52 paid
contributions.

 
 However, if the person concerned worked for 26 weeks only and then, say,

left the country for the remainder of the year, the contribution record
for that year would amount to 39 contributions (26 paid and 13
credits).  The computer consolidation programme would not identify
such a case as the total number of contributions (between paid and
credited) would not exceed 52.  In consequence, the person concerned
could qualify in error for short-term insurance benefits.

 
8.6 It is estimated that there are about 20,000 casual workers which

represents about 1.1% of the workforce and the overlap of
contributions and credits leading to short or long term claims being
paid in error may arise only in a small number of cases.

 
8.7 Client Data Services are engaged in an exercise whereby they are

trying to ‘discover’ any cases where the casual worker may derive
benefit in error due to the incorrect credits being awarded.  It is
intended after Year 2000 testing is completed to trawl the CRS system
using a computer program for cases where credits have been
incorrectly awarded and benefit (short or long term) paid in error.

 

Summary and Conclusions
 
8.8 Before the introduction of ISTS, the method of calculating UA/UB

credits involved a manual system and the return of a form UB60 to
Central Records from which the credit details were keyed-in.  This
system took into account irregular patterns of unemployment and part
time working.  Under that system it was not possible for a claimant to
have both a contribution and a credit in the same week.

 
8.9 The ISTS method awards one sixth of a credit for each day of

unemployment and calculates the number of weeks of credits due by
the addition of these days and dividing by six.  In this way it is
possible for a casual worker to acquire a contribution and a fraction of
a credit in the same week.  This is likely to affect about 1% of the total
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workforce and an alternative method of dealing with these cases is
being examined.
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9.  Scope for alternative approaches

Introduction
 
9.1 In Section 3 we noted that the objectives of credits were consistent with

the Department’s overall objectives and strategy statement while the
more detailed consideration contained in  Section 6 found that credits
are generally effective in meeting those objectives.   We have also found
that that the credits system involves a relatively high cost to the Social
Insurance Fund, in terms of the cost of entitlements to benefits that
would not arise if credits did not exist.    This, in turn, has a consequent
economic impact, in that contributions are higher than they would
otherwise be.    On the other hand, of course, taxation is lower than it
would be if contributory benefits, based on credits, were partly replaced
by Exchequer funded benefits.

 
Should credits be retained?
 
9.2 The Group’s broad view, as set out in Section 6, was that, in general,

credits are effective in meeting their objectives (although we identified
some limitations).  This finding was based on:

 
• surveys which showed that significant numbers of people used credits to

qualify for benefits and
 
• the fact that the range of circumstances in which credits are awarded

(unemployment, illness etc.) correspond reasonably to the objectives set
out for credits.

 
9.3 Furthermore, the abolition of the credits system would result in gaps in

the insurance records of  people who, for a variety of reasons, are not in
a position to make paid contributions.  This would be seen as highly
inequitable in the case of people who had made a very substantial
contribution to the Social Insurance Fund over their working lives, and
who became excluded from benefits as a result of a relatively short
period of not paying contributions.  If entitlement to benefits were to be
protected in the absence of a system of credited contributions,   it would
be necessary to devise a complex series of new qualifying conditions in
respect of each of the benefit schemes.  These would need, for example,
to determine the relative merits of shorter periods of recent contributions
as against longer periods of earlier contributions.  Examining the
feasibility of such a major re-design of the contribution conditions
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underlying the entire Social Insurance System is beyond the scope of
this review.

9.4 The above led the Group to conclude that, at this point in time, credits
should be retained. This does not rule out the possibility that, at some
time in the future, a major overhaul of contribution conditions generally
might lead to a situation where credits are no longer appropriate or play
a less substantive role.  For now, however, our examination of
alternative options is confined to modification of the circumstances in
which credits are awarded and/or used.

 
9.5 We believe that before major decisions are taken in this area, the data

needs to be improved.  While the survey data in this report, and
expenditure estimates drawn from it, represent a major improvement on
the previous situation, this needs to be supplemented in a number of
ways.  In particular:

 
• the reasons for the very high proportion of UB claims relying on credits

needs to be established more precisely;
 
• Although our surveys attempted to establish the number of claims

dependent on credits, the extent of such dependence in any individual
case was not measured - i.e. we do not know the breakdown between
those who had substantial numbers of paid contributions and only
needed a small number of credits to qualify, and those who relied mainly
on credits.  Our recommendations in the next Section (Performance
Indicators) suggest how this might be addressed in future studies.

 
9.6 The remainder of this Section seeks to examine other possible ways in

which the objectives of the system of credits might be achieved.  It
presents possible alternatives in a general way as our timescale and
resources did not allow for detailed analysis of the options presented.

 Two short-term options - the imposition of restrictions on credits and the
expansion of credits - are considered while a possible longer-term
approach involving the merging of credits and disregards is also
examined.

 

Impose some restrictions?
 
9.7 The question of imposing restrictions encompasses a range of options.

Such restriction could arise at either award stage or benefit stage.  We
identified four variants on this option:

 
 Option A:  Limit duration of award of credits
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 Option B: Award credits only in situations where the person is unable to
pay a contribution; in other situations, require the client to pay a
voluntary contribution instead.

 
 Option C:  Change contribution conditions for benefits in order to limit the

extent to which people can qualify based on credited contributions.
 
 Option D: Limit award of credits to people with a close attachment to the  paid

workforce.
 
9.8 The Group noted that the value of a credit varies from person to person -

for someone with a high level of paid contributions it may have no
value, while for someone with a low level of contributions credits can
give entitlement to substantial benefits.  Furthermore, as credits (like
paid contributions) are averaged over the length of time the person has
been insured, their value can vary with length of insurance.  For these
reasons, the Group preferred Option C to Option A, i.e. if restrictions
were to be imposed, it should be done by restricting the extent to which
people can qualify for benefits based on credits, rather than placing a
restriction on the award of credits.

 
9.9 Given that the “paid contribution test” for Old Age Contributory

Pension  is being increased (from 156 currently to 520 by 2012),  the
Group did not recommend any further change in the contribution
conditions in respect of long-term schemes.  As regard short-term
benefits, (UB and DB), our survey of UB claims showed a surprisingly
high level of reliance on credits.  The reasons for this should be
examined further with a view to seeing if stricter contribution conditions
are warranted, especially now that a significant proportion of recipients
appeared to have no underlying UA entitlement.  A similar exercise on
DB would also be of benefit.

 
9.10 Regarding Option B, the Group noted that there are some 16,000 people

on the Live Register who are not in receipt of a UA or UB payment, but
are signing for credits.  However, as noted in 6.38, in many such cases,
it is likely to be the spouses’ rather than the individual’s income which
disqualifies the client from UA on means grounds.  A number of the
people concerned could, therefore, be in the position of not having any
personal income out of which voluntary contributions might be paid.  In
such circumstances the Group does not recommend withdrawal of
credits.  If, however, future work enables identification of individuals
getting credits and who are in a position to pay voluntary contributions,
this approach should be reconsidered.
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9.11 As regards limiting the award of credits to people with a close
attachment to the work force, Option D, the Group noted that this would
be more consistent with the traditional social insurance basis.  The
Group also noted that this is already done, to some extent, by limiting
the award of credits to people who have either paid contributions or who
have been awarded credits in the previous two years.  If it was desired to
bring in a stricter condition of attachment to the workforce, one option
that might be explored would be to identify payments which relate more
closely to workforce attachment than others (e.g. a person on UA
normally has a stronger attachment to the workforce than a Carer), and
to restrict credits entitlement to such people.  On the other hand, any
such restriction would run counter to the role of credits in the areas of
supporting families and facilitating the reconciliation of work and family
life.

 

“Credits” or “Disregards”
 
9.12 It is of note that a separate arrangement - homemakers disregard -

applies to people who are out of the paid workforce for family reasons.
Under this arrangement, credits are not awarded9 ; instead, the years
spent working in the home are disregarded for the purposes of
calculating the average number of contributions paid or credited.  The
arrangement differs from credits in three ways:

 
• It is of no value for short-term benefits
• It gives a slightly lower “yearly average” than if credits were awarded
• It is not affected by the “two-year” rule, which applies to award of

credits (see section 6.9)
 .
9.13 The existence of two separate schemes, with similar (though not

identical) objectives and different rules and effects should be examined
further, to see if they can be replaced by a single arrangement.

 

Expand Arrangements for Credits
 
9.14 In Section 6 we identified a number of gaps which limit the

effectiveness of credits.  We recommend that, as and when resources are
available these gaps should be addressed.  In this context, we would
recommend that priority be given to:

 
• extension of some form of credits to people last insured at Class S
• abolition of the “two-year gap” rule.
                                                          
9 Except in the years when contributions were paid, i.e. at the beginning and end of the period in the home.
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9.15 In relation to the “two-year gap” rule, particular attention might be given

to its removal in respect of Carers.   A person may opt to withdraw from
the active labour force in order to engage in rearing children with a view
to returning to work after a few years.  Subsequently, however, they find
themselves caring full-time for an elderly or incapacitated relative and
the return to the active labour force is necessarily delayed.  (The
majority (71%) of Carers do not have an employment contribution
within the past two years and consequently do not qualify for the award
of credits.)  Given the particular contribution which Carers make to
society, their case for credits is strong; we would give priority to
removal of the two year rule in their case.10

 
9.16 It was noted earlier in the report (Section 6.10) that no statutory

provisions had been put in place to cater for the award of credits to
recipients of Disability Allowance when this scheme was introduced.
(Regulations were introduced in December 1998).   The Group
recommends that any necessary statutory arrangements in relation to
credits should be put in place when any new scheme is being introduced
in the future.

                                                          
10 The 1999 Budget provides for the introduction of  regulations which will provide that the current
rule relating to the two year period will be waived where claimants of the Carer’s Allowance were in
receipt of Homemaker’s disregards immediately prior to claiming the Allowance.
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10. Performance Indicators

What do we want to measure?

10.1  Throughout this report we have focused, not on the extent to which
people get credits, but on the extent to which credits are used to qualify
for benefits.  (Credits not used to claim benefits may lead to some
administrative complexity, but do not lead to programme costs).
Performance indicators should therefore focus on claiming (and
potential claiming) of benefits based on credits.

10.2  It is useful, too, to distinguish between short-term and long-term
benefits.  For the former, only credits in a relatively recent year are
relevant but for the latter, credits built up over a long period of time can
be used to qualify.

Performance Indicators: Short-Term Benefits

10.3  Efforts have been made in this review (via a special survey) to establish
the proportion of people who would qualify for UB based on credits,
and the extent to which they might qualify for means-tested benefits in
the absence of credits.  In the light of our experience with this data, we
would recommend that further studies might also take account of the
level of dependence on credits, i.e. what is the balance between people
with a small number of contributions getting benefits based on a large
number of credits and vice versa.  We therefore recommend the
following set of indicators for future studies:

A.  % of recipients who qualify for a payment and who would not have
done so in the absence of credits;

B.  % of A with following in GCY:

(i) No paid contributions, only credits
       (ii) Less than 13 paid contributions
    (iii)   13 - 26 paid contributions
      (iv) 26+ paid contributions

C.  % of A with a high number of total contributions paid, even if only a
small number were in the GCY (e.g. people with 260, or 520 etc.
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contributions paid).  This indicator is to reflect the equity issue, that
someone with a substantial level of paid contributions has a strong claim
on benefits, even if in a particular year they are using mainly credits.

D.  % of A who might qualify for a means-tested benefit instead (insofar as
this can be established).

E.  (Possibly) % of applicants who failed to meet the contributions
conditions and who have a high level of paid contributions (e.g. over
520).  This would measure the “failure” of the credits system to protect
entitlements.  NB:  This is a less than perfect indicator, as people who
don’t qualify might know this and simply not apply.

10.4  Ideally this exercise should be undertaken on a regular basis, for all
short-term benefits (including Treatment Benefits).

Performance Indicators: Long-Term Payments

10.5  Since entitlement to pensions is built up over a long number of years,
this needs to be evaluated over a long period of time, in order that
potential problems be identified in time to be addressed.  Among the
factors taken account of by the Group were:

(a)  Pre-1979 Records:  The current PRSI system was introduced in 1979,
and PRSI records subsequent to that are computerised.  However, not all
pre-1979 social insurance records are computerised.  For practical
reasons, the Group therefore decided that the entitlements of cohorts
who joined the system after 1979 should be included in the evaluation.

(b)  Age:  On the other hand, measuring the potential pensions entitlement of
young people whose employment and contribution pattern had not yet
been established, would be of limited value.

10.6  Both of the above factors suggest that it will be some time into the future
before a full picture of the insured population and their credits-related
benefit entitlements, can be built up.

10.7  We recommend the following approach to this:

In year 2005, take a sample of entrants in each of the following years:
1979, 1984, 1989, 1994.  For each cohort, set out:
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(i) What % has 520 contributions paid (i.e. will pass the paid
contributions test for pensions).

(ii) What % of (i) passes the “average” test (based on record to date,
ignoring the fact that they might or might not get credits in the future).

(iii) Of those who fail (ii), breakdown by age, marital status, and gender.

Of those who pass (i) and (ii), what % have:

• more paid contributions than credits
• more credits than paid contributions.

The exercise would be repeated at 5 year intervals; with an additional
cohort each time (until the oldest cohort reaches pension age).  Over
time, a picture of potential credits entitlements would therefore build
up.11

Resource Implications of Performance Indicators

10.8  Given that entitlement to social welfare benefits is (largely) determined
by assessing the insurance record of a claimant (paid and credited
contributions) against a set of explicit contribution conditions, it is the
view of the Group that management information in relation to, for
instance,  the amount of credits awarded, the extent to which benefits are
awarded on the basis of credits etc., should be capable of being
produced by the Department’s computer systems.12   This is not the case
at present.  If the impact of credits is to be properly evaluated on an on-
going basis and information on trends in this area provided, resources
will need to be directed to modifying the computer programmes to this
end.

 
10.9  The staffing resources associated with the study of UB claims which we

undertook is estimated at:

CO:  13 hours
EO:  20 hours
AP:  3  hours

                                                          
11  There may be potential to link this exercise with the regular actuarial reviews of pensions proposed
in the National Pensions Initiative
12 It is recognised that the provision of such data in respect of pre-1979 records may give rise to
particular difficulties.
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In the absence of  the required IT modifications described above, we
would expect the performance indicators which we suggest for short-
term schemes to require a roughly similar staffing input, for each
exercise.

10.9  As regards performance indicators for long-term schemes, we
understand that a computer programme to extract the data required
would take a couple of weeks to write and test etc.  This can be
accommodated in the timescale we propose.
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11.  Summary of Conclusions and Recommendations
 
 

Background
 
11.1 Credited contributions (credits) form an integral part of the Social

Insurance System.  They are awarded to insured workers when, for a
variety of reasons, they may not be in a position to make a paid social
insurance contribution and thus protect their entitlements.

 
11.2 While the qualifying conditions for social insurance benefits vary

according to the type of payment involved, it is a requirement in all
cases that the claimant must have a minimum number of paid
contributions.   Unless they do so, any credits awarded will have no
value.

 
 

Objectives
 
11.3 In the light of the Department’s Statement of Strategy - “Inclusion,

Innovation and Partnership” - the Group sought to articulate a set of
objectives for the award of credits, as follows:

 
  “To protect the entitlements of insured workers by
 
• securing the position of those who have recently entered insurable

employment
• covering gaps in insurance arising from an inability to pay contributions

by virtue of unemployment, illness, etc.
• providing for the needs of those who are outside of the paid workforce

due to family and caring commitments
 
 in a manner which is consistent with the continued viability of the Social

Insurance Fund, including in regard to the manner of its financing,  and
with the Department’s wider objectives of promoting employment
incentives, family-friendly policies, simplicity and equity.”

 
 

Cost of credits
 
11.4 The Group noted that, in seeking to determine the cost of credits, it had

to borne in mind that while there are direct costs to the Social Insurance
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Fund when a person qualifies for a social insurance benefit on the basis
of credits, there may be offsetting savings on means-tested social
assistance payments.

 
 
11.5 The Group undertook two surveys in order to try and establish a basis

for estimating the cost of benefits which would not have been paid in the
absence of the system of credits.  The schemes selected for this purpose
were Old-Age Contributory Pension and Unemployment Benefit.

 
11.6 The results of these surveys indicated that some 12.5% of OACP

claimants would have no entitlement to the payment if credits were non-
reckonable, with an implied gross cost to the Social Insurance Fund of
between £38.6m and £42.6m. in 1997 terms  The equivalent figure for
UB was 35% and the implied gross cost in 1997 terms was estimated to
be in the range of £71.6m to £79m.

 
11.7 It was further estimated, however, that these social insurance payments

gave rise to corresponding savings on means-tested social assistance
payments of between £22m. to £24m. in the case of OACP and between
£44 and £48m. in the case of UB.

 
11.8 The Group stressed that these estimates could only be taken as indicative

of the order of magnitude of the costs involved, given the limitations on
the methodology employed.

 
 

Staffing Costs
 
11.9 Based on estimates provided by relevant scheme management, the

Group estimate that the equivalent of 45 staff are engaged in work
which relates directly to the system of credits.

 
11.10 It was not possible to determine the staffing trends or administrative

costs associated with credits in the absence of a detailed breakdown of
the administrative effort involved in dealing with claims which were
dependent on credits.

 
11.11 The Group suggested that a small-scale exercise might be undertaken in

a representative section of the Department to seek to determine the
actual administrative effort associated with credits related work.  On
foot of such an exercise, decisions could be made on the value of
undertaking a wider exercise and the frequency with which such
exercises should be carried out.
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Effectiveness
 
11.12 The Group noted that the range of credit-bearing schemes can be

classified under a number of different headings - e.g. pre-entry credits,
family/caring, inability to pay, and  schemes/training.  Having examined
each category in turn, the Group saw no compelling reasons for the
withdrawal of credits from any of the existing schemes.

 
11.13 The Group noted, from the results of the surveys undertaken, that credits

are effective in enabling many people to qualify for benefits.  They also
noted that the current system does not allow for the award of credits in
some situations - e.g. the “two-year gap” rule, the lack of Class S (self-
employed) credits.

 
11.14 In the context of ensuring a viable Social Insurance Fund, the Group

noted that there are two approaches which can be adopted if it were
necessary to limited the liability to the Fund to credits-related
expenditure.   A limit could be placed on the number of credits an
individual could accumulate over the course of his/her working life or,
alternatively, the qualifying conditions for benefits could be amended so
as to limit the degree to which credits may be used to secure entitlement
to a payment.  The Group favoured the latter approach, on grounds of
equity.

 
11.15 The Group noted that the absence of Class S (self-employed) credits

represented a (minor) disincentive to people to engage in self-
employment.

 
11.16 The Group noted also that the system of credits has limitations in

relation to people who are engaged in rearing families or in caring. In
particular, it identified the need to formalise arrangements for the award
of credits to people moving from employment to the Carer’s Allowance
and noted the commitment contained in the 1999 Budget that this would
be done by way of regulations in 1999.

 
 

Targeting
 
11.17 The Group considered the potential for extending the use of voluntary

contributions, in the context of ensuring that people who are in a
position to make paid contributions should do so rather than availing of
credits.   It was not possible however to identify specific cohorts who
might fall into this category.
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Administrative Efficiency
 
11.18 In general terms, the Group did not feel that there was sufficient data

available to it to enable any valid conclusions to be drawn as to the
degree to which the administration of credits is carried out efficiently as
compared with other areas of the Department’s operations.

 
11.19 A specific area of difficulty, relating to the manner in which credits for

claimants of the One-Parent Family Payment and the Carer’s Allowance
was identified and the Group recommends that management in the
scheme areas, IT and Client Data Services should develop proposals for
improving the procedures involved.

 
 

Simplicity
 
11.20 The very nature of the credits system was recognised as not being

conducive to administrative efficiency.  The Group recommends that the
potential for simplifying the system be examined further.

 
 

Conditionality
 
11.21 The Group examined the position of those people who sign on the Live

Register for credits - i.e. who have no entitlement to an unemployment
payment (on means grounds).  It noted that since 1994, it is not a
requirement for such people to demonstrate that they are genuinely
seeking work.  Their conditions for signing on the Live Register are thus
less rigorous than those applying to recipients of UA and UB payments.

 
11.22 The Group concluded that regulations should be introduced to ensure

that full conditionality applied to all those signing on the Live Register,
including credits-only cases.

 
 

ISTS
 
11.23 The Group noted that, as part of the Integrated Short-Term Schemes

(ISTS) computer system, new arrangements for the award of
unemployment and incapacity credits were instituted.  Rather than
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awarding credits in respect of weeks of unemployment, the system now
awards part-credits in respect of each day of unemployment or
incapacity and aggregates these to determine the number of weeks of
credits due to individual claimants.

 
11.24 The Group noted that there is an inconsistency between the regulations

providing for these new arrangements and the legislative provisions
governing the award of social insurance benefits and that the options for
overcoming this difficulty are currently being considered.

 
11.25 The Group also considered the difficulties which the new arrangements

can cause in relation to casual workers, who could in certain
circumstances (and in a small number of cases) receive excess
contributions and qualify in error for short-term benefits.   The Group
noted that steps will be taken (after Year 2000 testing is completed) to
trawl the system for any such cases.

 
 

Alternative Approaches
 
11.26 The Group considered the potential for developing other means of

meeting the objectives of credits.
 
11.27 In the first instance, the Group considered that the complete abolition of

credits - and the consequential need to institute a raft of changes to the
existing benefit conditions - would not be justifiable at this point in time.

 
11.28 The Group then considered the questions of imposing restrictions on the

duration of award of credits; the development of the voluntary
contribution system, and the amendment of the qualifying conditions for
benefits so at reduce the extent to which people could qualify on the
basis of credits.

 
11.29 The Group formed the view that, if restrictions were to be imposed, the

best approach would be to follow the final option mentioned above i.e.
reduce the extent to which people could qualify for benefits on the basis
of credits.

 
11.30 The Group noted also that there is now a separate arrangement for

credits in place for people who are out of the paid workforce for family
reasons - the homemakers scheme, which essentially allows years spent
on home duties to be disregarded when computing the yearly average of
contributions for pensions purposes.  This scheme differs from credits in
three ways - it has no value in terms of securing entitlement to short-
term benefits, it produces a slightly lower “yearly average” than credits,
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and it is not affected by the two-year rule.  The Group considered that
the existence of two separate schemes, with similar objectives and
different rules and effects, should be further examined to see if a single
uniform arrangement could be put in place.

11.31 The Group recommends that particular attention be paid to the question
of extending some form of credits to people last insured at Class S (self-
employed) and noted the commitments contained in the 1999 Budget to
improving the position of people engaged in caring.

 
11.32 The Group recommends that the position in relation to the award of

credits should be regularised in advance when any new welfare schemes
are being introduced.

 
 

Performance Indicators
 
11.33 The Group noted that performance indicators should focus on claiming

(and potential claiming) rather than on the number of credits awarded
per se.

 
11.34 The Group set out a number of performance indicators for short-term

and long-term schemes on this basis and recommends that studies on the
short-term schemes be carried out on a regular basis and at 5-yearly
intervals for the long-term schemes.

 
 

Impact Statement
 
11.35 It will be recalled that the fundamental aims of this (and other) reviews

is to  provide:
 
• a systematic analysis of what is actually being achieved by expenditure

in each spending programme and
 
• a basis on which more informed decisions can be made on priorities

within and between expenditure programmes.
 
11.36 In that context, the Group believes that the implementation of the

various recommendations contained in this review will lead to:
 
• a greater knowledge and understanding of the extent to which credits are

used to secure entitlement to social welfare benefits, the costs involved,
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and the consequences for the future viability of the Social Insurance
Fund;

 
• more informed policy making in relation, in particular, to the qualifying

conditions associated with those benefits;
 
• the removal of inconsistencies in the system.

Appendices

Appendix 1  -  Circumstances in which credits are awarded
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DESCRIPTION OF THE CREDITS ARRANGEMENTS ASSOCIATED
WITH VARIOUS SOCIAL WELFARE PAYMENTS

SCHEME/TYPE CREDITS RECKONABLE FOR COMMENTS

Pre-Entry For two full contribution
years preceding entry
into insurable
employment and for
each complete week up
to the week in which
employment
commences.

Short-term benefits SI 312/96 Art 56

The purpose of PECS is
to establish entitlement
to short-term benefit as
soon as the required
number of paid
contributions have been
made.

Change of Status (i) From the beginning
of the second-last
contribution year
preceding that in which
the person enters
insurable employment
(which is not insurable
for OIB only- Class J)

Short-term benefits SI 312/96 Art 56

(i) Change of status
credits are awarded to
people who move from
employment which is
insurable only for OIB
to employment which
attracts full insurance.
They are, in effect, pre-
entry credits for this
group.

(ii) For persons who
move from employment
attracting modified PRSI
contributions to an
employment which is
insurable for Retirement
and Old Age
(Contributory) Pension,
credits are awarded for
the period between the
beginning of the con.
year preceding the
commencement of such
employment and up to
the date of the
commencement.

Retirement Pension and
Old Age Contributory
Pension.

FAMILY/CARING
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SCHEME/TYPE CREDITS RECKONABLE FOR COMMENTS

Maternity Benefit For each contribution
week

All benefits,  provided
that the last paid
contribution was not in
respect of employment
attracting modified
insurance or a voluntary
contribution.  In such
cases, credits are
reckonable only for
Widow/er’s
Contributory Pension
and Deserted Wife’s
Benefit.

SI 312/96 - Article
58(b)

Adoptive Benefit For each contribution
week

Ditto SI 312/96 - Article
58(b)

Health & Safety
Benefit

For each contribution
week

Ditto SI 312/96 - Article
58(b)

Homemakers Credits are awarded
from the contribution
week in which an
insured person becomes
a homemaker up to the
end of that contribution
year, or ceases to be a
homemaker, whichever
is the earlier, and from
the beginning  of the
contribution year to the
end of the contribution
week in which the
cessation occurs.

All benefits

Prescribed Relative’s
Allowance

Parental Leave

For each week in which
the person is in receipt
of a PRA

For each week during

All benefits

All benefits

SI 312/96 - Art. 59(1)

These credits are
awarded once the
payment of  the PRA
has been terminated.

In order to qualify, a
person must have had a
paid or credited
contribution reckonable
for benefits including
UB in either of the two
complete contribution
years preceding the
award of PRA.

SI 569/98



74

SCHEME/TYPE CREDITS RECKONABLE FOR COMMENTS

which the person avails
of  parental leave under
the terms of the Parental
Leave Act, 1998.

Carer’s Allowance For each contribution
week where immediately
prior to claiming the CA,
the person was in receipt
of a payment which
entitled him/her to the
award of credits by
virtue of unemployment
or incapacity

All benefits SI 312/96 - Article
58(c)

These credits are
awarded once the
payment of the carer’s
allowance has been
terminated.

Credits are awarded on
an administrative basis
for those who leave
insurable employment
and qualify for the
Carer’s Allowance.  The
1999 Budget provided
for making regulations
to put these
arrangements on a
statutory footing.

One-Parent Family
Payment

    Ditto    Ditto SI 312/96 - Article
58(c)

Widow/er’s
Contributory Pension

A person may continue
to receive credits where,
immediately prior to
claiming WCP, s/he was
in receipt of another
social welfare payment
which entitled him/her to
credits, provided s/he
continues to satisfy the
conditions of entitlement
to the earlier benefit.

All benefits,  provided
that the last paid
contribution was not in
respect of employment
attracting modified
insurance or a voluntary
contribution.

Widow/er’s Non-
Contributory Pension

Ditto Ditto
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SCHEME/TYPE CREDITS RECKONABLE FOR COMMENTS

UNEMPLOYMENT/
ILLNESS

Unemployment
Assistance

For each day of proven
unemployment, 1/6th of
a credit is awarded

All benefits,  provided
that the last paid
contribution was not in
respect of employment
attracting modified
insurance or a voluntary
contribution.  In such
cases, credits are
reckonable only for
Widow/er’s
Contributory Pension
and Deserted Wife’s
Benefit.

SI 312/96 Art 58

The total of part-credits
are divided by six to
reach the number of
credits due in a given
contribution year.

Unemployment Benefit Ditto Ditto Ditto

Pre-Retirement
Allowance

If a person was entitled
to credits while in
receipt of UA, Carer’s
Allowance, or OFP, s/he
will be entitled to credits
on transferring to
PRETA

Ditto. SI 312/96 - Article
58(b)

Part-Time Job
Incentive Scheme

Where a person has
established entitlement
to credits while in
receipt of UA, credits
may be awarded for the
duration of participation
in the PTJIS.

Ditto SI 312/96 Art 62

Credits are awarded for
each week in respect of
which a Class A
contribution is not paid.
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SCHEME/TYPE CREDITS RECKONABLE FOR COMMENTS

Retirement Pension Credits are awarded
from the date of pension
award until the claimant
reaches age 66.

All benefits. However, if
there is a two-year gap
where there are no paid
or credited cons., RP
credits are not
reckonable for DB,
H&SB, Adoptive
Benefit, Inv. Pens. or
Mat. Ben unless 26 paid
cons have been made
since the end of the
second year.

SI 312/96 Art 59 (5)

Disability Benefit For each week of proven
incapacity

All benefits,  provided
that the last paid
contribution was not in
respect of employment
attracting modified
insurance or a voluntary
contribution.  In such
cases, credits are
reckonable only for
Widow/er’s
Contributory Pension
and Deserted Wife’s
Benefit.

SI 312/96 Art 58 (1) (a)

** see also Invalidity
Pension

Disability Allowance For each week in which
an insured person is in
receipt of DA

Ditto SI 569/98

Prior to the introdcution
of SI 569/98, people
with no entitlement to
DB applied for DB
credits while claiming
DA in order to protect
their social insurance
record.

Invalidity Pension For each contribution
week

All benefits,  provided
that the last paid
contribution was not in
respect of employment
attracting modified
insurance or a voluntary
contribution.  In such
cases, credits are
reckonable only for
Widow/er’s
Contributory Pension
and Deserted Wife’s
Benefit.

SI 312/96 - Article
58(b)

Where a claimant
initially fails to satisfy
the conditions for Inv.
Pension, s/he may
submit medical certs.
for the award of DB
credits.  These credits
may be reckonable for
the purposes of a
renewed Inv. Pension
claim at a later date.
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SCHEME/TYPE CREDITS RECKONABLE FOR COMMENTS

SCHEMES &
TRAINING
Community
Employment

For each contribution
week

All benefits - provided
that the last paid
contribution was not a
voluntary con. or at a
modified rate, in which
case the range of
benefits will be confined
to those benefits for
which that last paid con.
is reckonable.

SI 312/86 - Art 61

Compulsory Class A
(paid) insurance was
introduced for CE
workers with effect
from 6 April, 1996.

Training Courses For each  contribution
week on a course of
training provided by or
approved by FAS,
CERT, TEAGASC, or
Bord Iascaigh Mhara.

Ditto SI 312/96 Art 60.
Training Course credits
are not awarded where
the person concerned
has a paid con (other
than a con. reckonable
only for OIB) or a credit
in respect of notified
incapacity for work.

Education schemes For each contribution
week during which the
person is participating in
the Third Level
Allowance Scheme,
VTOS, or any other
course approved by the
Minister.

Ditto SI 312/96 Art 62

Student Credits Student credits are
awarded from the
beginning of the second
last contribution year up
to the date of resumption
of employment.

They are not awarded if
the person was aged
over 23 at the
commencement of the
course of full-time
education, or following a
second or further such
course.

Short-term benefits SI 312/96 Art 63

These credits are a
variation of the pre-
entry credits and are
awarded to students
who take up insurable
employment on
finishing full-time
education.  The
intention is to ensure
that they are not
penalised for any brief
earlier attachment to the
labour force - e.g. by
virtue of  having
engaged in insurable
summer work.
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SCHEME/TYPE CREDITS RECKONABLE FOR COMMENTS

OTHER

Volunteer
Development Workers

For each week that the
person is employed as a
volunteer development
worker overseas or in
preparatory training
prior to taking up such
employment.

The maximum period for
which credits can be
awarded is 5 years.

All benefits.  However,
where the person
concerned was in
employment which
attracts modified
insurance and on ceasing
to be a volunteer
development worker, is
again paying modified
insurance, the credits
will not be reckonable
for DB, Adoptive. Ben,
Treatment Ben., Mat
Ben. or Invalidity
Pension.

SI 312/86 Art 64

Army Reservists For each contribution
week during which the
person is employed as a
member of the Defence
Forces where a paid
contribution in respect of
that employment is not
due.

All benefits - provided
that the last paid
contribution was not a
voluntary con. or at a
modified rate, in which
case the range of
benefits will be confined
to those benefits for
which that last paid con.
is reckonable

SI 312/96 Art 65
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Appendix 2  -  Historical Evolution of Credits

History and Development of Credits

Introduction

Credited contributions or “credits” are a feature of both the Irish and UK
social insurance systems.  The original rationale behind the awarding of
credits was that a person who is sick or unemployed or unable to work or
entirely dependent on a SW payment should not be expected to pay a social
insurance contribution.  Credits are in reality unpaid contributions which are
granted to those who are without an income from employment in order to
preserve a person’s record and their future entitlements.

It should be noted that provision for the payment of voluntary contributions by
an insured person under pensionable age, and who satisfied the required
conditions, has been in operation since the enactment of the National
Insurance Act, 1911.

The provision that credits would not be awarded in cases where there was a
two-year gap in contributions has been a feature of the credits system since
1953 (formerly SI 5/53 - now Article 57 of SI 312/96).  Twenty six
employment contributions must be paid before the person is again entitled to
credits.

Range and development of credits

Pre-entry credits

Pre-entry credits are a feature of the Irish and UK (Starting Credits) social
insurance systems and pre-date the introduction of a unified Irish social
insurance system in 1953.  The rationale behind these is to give a new entrant
into social insurance the opportunity to qualify for benefit within a reasonable
period after date of entry.

1953-1968

UB, DB and Maternity Allowance Credits

When UB, DB and Maternity Allowance credits were first introduced in 1953,
the rationale was that a person without an income from employment and
entirely dependent on a SW payment should not be expected to pay a social
insurance contribution.

Social Welfare Act Credits

The insurable limit for earnings was raised in 1958 and later in 1964, which
meant that large numbers of people were no longer required to be
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compulsorily insured as their earnings had reached a particular level.  Manual
workers were excluded from this requirement.

Social Welfare Act credits were introduced to cover those whose employment
again became compulsorily insurable after the earnings limit was raised.  The
credits were awarded to satisfy the second contribution condition for DB, UB,
Treatment Benefit and Maternity Allowance.  There was an element of natural
justice in the awarding of these credits as the recipients were previously cut
off from social insurance because their incomes had exceeded an arbitrary
limit.  In a sense these credits were another form of pre-entry credits for a
person re-entering social insurance.

These credits were reckonable for pensions as follows:

• SW Act 1958 credits were reckonable for all pensions including widows
contributory pension

• SW Act 1965 credits were reckonable for Retirement Pension.

The two-year gap rule (SI 5/53) did not apply to the award of these credits
since this would have excluded large numbers of people who would not have
paid a contribution for the previous two years when they ceased insurable
employment.

Change of Status Credits

Provision was made in 1961 for the crediting of employment contributions
reckonable only for OACP purposes to an employed contributor who,
following a period of employment insured at the modified rate, transferred to
employment insurable for OACP purposes.  These ‘full’ credits were granted
for the year of change and for the previous two years.  Change of Status
credits could be viewed as another form of pre-entry credits where the person
is rewarded for paying a higher contribution rate.

Occupational Injury credits

Occupational Injury credits were introduced in 1967 and provided for the
awarding of credits in respect of certified periods of incapacity from
occupational injury or disease.

1969 - 1982

Retirement and Invalidity Credits

Regulations were introduced in 1970 to provide for the crediting of
employment contributions to those in receipt of invalidity or retirement
pension.  The reasoning here was similar to the introduction in 1953 of DB,



81

UB and Maternity Allowance Credits - dependency on SW payment and the
maintenance of the person’s insurance record and entitlements.

Prescribed Relative’s Allowance credits

In 1972, prescribed relatives who provided full-time care and attention to a
qualified pensioner became entitled to credits provided that they had an
employment contribution in the previous two years.  This represented an
extension of credits to carers.

Social Welfare Act Credits

The insurable limit for earnings was raised again in 1971 and finally abolished
on 1/4/1974.  Social Welfare Act credits were introduced to cover those who
again became compulsorily insured.  In 1970 similar provision was made for
Retirement Pension and Death Grant purposes.

These credits were reckonable for pension purposes as follows:

• SW ACT 1971 credits were reckonable for Retirement Pension and Death
Grant

• SW ACT 1973 credits were not reckonable for pension or death grant.

Army Reservist Credits

In 1969 provision was made for the award of credits to Army Reservists who
are called out in aid of the Civil Powers for service subsequent to 11/8/1969.
There is provision for treating the contributions as paid on the due date where
they are necessary to establish entitlement.

These credits were a departure from the previous practice of awarding credits
in cases where a recipient was normally in receipt of a welfare payment or had
re-entered social insurance.

ANCo (FAS) Credits

Credits to be awarded for periods of training were introduced in 1968 and the
regulations amended in 1969. Credits for training was a further extension of
the credits criteria.

1983 - 1998

Youth Employment Agency Credits

These regulations were introduced in 1983 to provide for the award of credits
to an insured person who was undertaking a period of training approved by the
YEA, providing that a contribution other than a Class J contribution was not
payable.  YEA credits were reckonable for the same benefits as the
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contribution payable during the last period of employment.  The restriction
provided for in SI 5/53 concerning the two-year gap did not apply to YEA
credits.

Volunteer Development Workers Credits

Volunteer development workers were brought into the credits system in 1985
to cover periods of employment or training in a developing country.  The
credits awarded may not exceed a total of five years.

SES credits

In 1985 provision was made for the award of credits to an insured person for
periods of employment under the Social Employment Scheme - now
Community Employment - provided that a contribution other than a Class J
contribution is not payable or a credit in respect of certified incapacity is not
awarded. The restriction provided for in SI 5/53 concerning the two-year gap
did not apply to SES credits.

Adoptive Benefit and Health & Safety Benefit Credits

Credits for Adoptive Benefit and Health & Safety Benefit were introduced
under Art. 58 (1) of SI 312/96.

Credits were also extended under the consolidated regulations to participants
in the Third Level Allowance Scheme, the Part-Time Job Incentive Scheme,
VTOS, and to Lone Parents and Carers where there was a previous entitlement
to credits by the claimant.

Following the introduction of Community Employment in 1994, the SES
scheme was subsumed into the CE scheme.  From 6 April onwards, CE
participants are obliged to pay PRSI at the Class A rate so that this group no
longer requires credits.

In 1996 all the regulations governing the award of credits were consolidated
in SI 312/96.

Homemakers Scheme

The Homemakers scheme was introduced in 1996 and aims to make
qualification for OACP easier for those caring for young children (aged under
6 years for 1994/95, and under 12 years for 1995/96 onwards) or caring for an
older or disabled person.  The scheme uses a combination of credits (year of
entry and cessation) and disregard years up to a maximum of 20 years.

Parental Leave

Credits in respect of periods of parental leave taken in accordance with the
terms of the Parental Leave Act 1998 were introduced in December 1998.
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Disability Allowance

The award of credits to insured workers who are in receipt of the Deisability
Allowance payment were provided for in Decmber, 1998.
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Appendix 3  -  Survey of Old Age Contributory Pensions claims

1. Purpose

The purpose of the survey was fourfold:

* to seek to determine the extent to which the award of credits enabled OACP
entitlements to be secured;

*  to identify the implied gross cost of credits;

* to seek to draw conclusions on the likely net cost to the Exchequer by
identifying cases where an underlying entitlement to OANCP would exist if
credits were not to have been awarded; and,

* to note the possible effects of changes which have been introduced to the
qualifying conditions for OACP.

2. Earlier surveys

Two earlier surveys helped to set the parameters of the current exercise.   In
1989, an extensive survey of 788 OACP claims was undertaken (in the context
of determining the cost of extending a pro-rata pension to people with mixed
insurance records).   This survey found that if credits were not reckonable for
OACP purposes, 34% of claimants would nonetheless have qualified for the
pension at the same rate.  A further 43.5% would have qualified for a reduced
pension, while 23.5% would not qualify for a contributory pension.

In 1997, a small-scale survey was undertaken involving a total of  111
successful OACP claims - these were not selected at random, being simply the
most recent successful claims at the time of the survey.   This survey suggested
that if credits were not reckonable for OACP purposes, 62% of those examined
would have qualified for pension at the same rate; a further 23% would have
qualified for a reduced rate pension, and 15% would not qualify for a
contributory pension.

3. The key area of concern to the current exercise is the category of  claimants
who would have had no entitlement to OACP were credits deemed to be non-
reckonable.   Having applied the appropriate statistical formulae, it was found
that a further sample of some 190 claims would enable inferences to be drawn
on the total population of OACP claimants - with a confidence interval of +/-
5%.   In the event, the sample examined amounted to 188.
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4. The PRSI qualifying conditions for OACP are as follows:

* The claimant must have a minimum of 156 weeks PRSI paid

* The claimant must have a yearly average of at least 48 weeks PRSI paid or
credited for the period from 5 April 1979 to the end of the tax year before
reaching pension age (referred to hereinafter as the Alternative Contribution
Test or ACT)

or

A yearly average of at least 10 weeks PRSI paid or credited from 1953 (or the
time when the claimant entered insurable employment, if later) to the end of the
tax year before s/he reaches age 66 (referred to as the Long Average Test or
LAT).

* The claimant must have commenced paying PRSI before reaching age 56 or
57 depending on the date of birth;

5. Pro-rata OACP

In accordance with terms of the Social Welfare Act, 1997, a yearly average of
10 weeks PRSI will entitle the claimant to the minimum rate of OACP.  Prior to
November 1997, a yearly average of 20 weeks PRSI was required in order to
secure entitlement to OACP.  With effect from June, 1998 the graduated rates of
payment for OACP are as follows:

Contributions Rate per Week
48 or over £83.00
36-47 £80.80
24-35 £78.10
20-23 £76.40
15-19 £62.30
10-14 £41.50

As a quid pro quo for the introduction of the pro-rata pension, the first
qualifying condition (i.e. the minimum number of paid PRSI contributions)
generally is being amended in two steps as follows:

With effect from 2002, a claimant will need to have 260 paid PRSI
contributions as a minimum in order to qualify for an OACP, and with effect
from 2012 it will be necessary to have 520 paid contributions.  The new
conditions set out above in relation to the second (averaging) condition will
apply in both cases.
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6. The claims examined in the current exercise comprised 143 claims which had
been assessed on the long average test - i.e. on the full post-1953 insurance
record of the individual concerned and 45 claims which had been assessed on
the alternative contribution test - i.e. on the post-1979 insurance record.  The
findings in relation to each category are set out in turn below.

7. Long Average cases

Of the 143 claims examined, the breakdown of awards was as follows:

Contributions No of claims
48 or over       8
36-47       5
24-35      22
20-23      26
15-19      38
10-14      44

 -------
   143

If credits were not reckonable, 71% of claims would continue to be paid at the
same rate, 21% would be paid a reduced rate and 8% would be disqualified.
This sample contains 82 claims which arise from the change in contribution
conditions - i.e. they were awarded pro-rata OACP on the basis of  average
yearly contributions of between 10 and 19.

If the remaining 61 are considered in isolation, and it is assumed that pro-rata
pensions do not exist, then 64% continue at the same rate, 11% secure a reduced
rate pension and 24% would not be eligible for a pension.  These results are
clearly more consistent with the findings of the earlier surveys.   Put another
way, the effect of the introduction of the pro-rata pension is very evident - a
greater number of claimants remain within the OACP net by virtue of the fact
that the average yearly requirement has been significantly lowered.   Until such
time as the more stringent ‘first condition’ take effect, it is obviously going to
mean that a greater proportion of people will have some entitlement to OACP,
regardless of  the issue of credits.

Of the 8% who would be disqualified under the revised arrangements, it is
estimated that a minimum of one-third would have an underlying entitlement to
an Old Age Non-Contributory Pension on means grounds.

8. Alternative Contribution Test cases

45 claims which had been assessed on the ACT were examined.  Of these, 27%
would have been awarded the full-rate OACP even if credits were non-
reckonable.  The remaining 73% would have been disqualified under the ACT.
However, based on the information available from the claim files, it is estimated
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that two-thirds of such cases would nonetheless have an underlying entitlement
to (at least) a graduated OACP and that, at most, one third would be disqualified
from OACP.   In summary, this suggests again that 24% of ACT cases would
have no OACP entitlement if credits were non-reckonable.

Of this number, and based on existing entitlement to the Free Fuel Allowance in
particular and on other information gleaned from the claim files, it is estimated
that some 80% would have an underlying entitlement to an Old-Age Non-
Contributory Pension.

9. Effects of changes in paid contribution conditions

As mentioned earlier, it will be necessary for claimants to satisfy a more
stringent ‘first condition’ from 2002 when a minimum of  260 paid
contributions (5 years) will be required. This will rise to 520 paid contributions
(10 years) in 2012.

An assessment of the 143 ‘long average’ cases shows that 96% would be
unaffected by the increase to 260 paid contributions and 62% by the change to
520 paid contributions.  For the ACT cases, the equivalent figures are 73% and
55% although these latter figures may overstate the numbers likely to be
excluded.

    
10. Gender issues

Of the 143 LAT cases examined, 103 of the claimants were male and 40 were
female.  In relation to those claimants identified as having no entitlement to
OACP if credits were non-reckonable, the effects are disproportionately
weighted against the female claimants.  Some 18% of the female claimants
would fail to qualify while only 5% of males would do so.   This reflects the
fact that women are far more likely to have a shorter PRSI contributions history
generally, by virtue of their having left the active labour force in order to
engage in home duties.

The picture in relation to the 45 ACT cases examined is somewhat different.  23
of the claimants were male and 22 were female.  Insofar as those who would
have been disqualified from OACP if credits were non-reckonable are
concerned, the breakdown is 52% female and 48% male.  The difference
between this outcome and the outcome of the LAT cases arises because the
period of insurance history being considered is that much shorter (post 1979 v.
post 1953) and the effects of time spent on home duties is consequently
lessened.  (It is reasonable to assume that if the full (post-1953) insurance
record of these claimants were to be examined, the pattern would be the same as
that exhibited by the LAT cases described above.)
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11. Gross and Net Costs

When the results of the examination of the LAT and ACT cases are aggregated,
they suggest that some  12.5% of OACP claimants would have no entitlement to
OACP if credits were non-reckonable.  In 1997, some  70,022 OACP claims
were in payment at a total cost of  £325,008m.  It can be inferred therefore that
the gross cost of credits insofar as OACP is concerned would range from
£38.595m. to some £42.657m  (using a range of +/- 5%).   It is important to note
also that this gross cost will decline over time as the effects of the more
stringent first condition become evident post-2002.

It is perhaps of greater interest to consider the likely net cost of credits.  The
examination of claims suggested that, in aggregate, some 56% of those
claimants who would fail to secure an OACP in the event that credits were non-
reckonable,  would in any event have an underlying entitlement on means
grounds to an Old-Age Non-Contributory Pension.   The existence of credits
and the consequential award of OACP can thus be said to give rise to savings on
means-tested assistance payments of between £21.6m and £23.9m (in 1997
terms).
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Appendix 4  -  Survey of Unemployment Benefit Claims

Purpose

1. The purpose of the survey was threefold:

* to seek to determine the extent to which the award of credits enabled UB
entitlements to be secured;

*  to identify the implied gross cost of credits; and,

* to seek to draw conclusions on the likely net cost to the Exchequer by
identifying cases where an underlying entitlement to UA would exist if credits
were not to have been awarded.

PRSI conditions

2. The PRSI qualifying conditions applying to UB are as follows:

* The claimant must have at least 39 weeks paid contributions,

 and

* at least 39 weeks paid or credited in the Governing Contribution Year
(GCY).

For the purposes of this survey, the GCY was the 1996/97 tax year in the great
majority of cases.  PRSI contributions paid in Classes A, H and P are
reckonable for the purposes of a UB claim.

If the claimant is under 18 years, UB can be paid for up to 156 days (6
months).  If the claimant is aged between 18 and 65, UB can be paid for up to
390 days (15 months).   If the UB claimant is aged over 65, and has at least
156 weeks paid PRSI contributions, UB may be paid until the person reaches
66 years.  A lone parent in receipt of the One-Parent Family Payment is
entitled to half-rate UB provided s/he fulfills the qualifying conditions.  Child
Dependant Allowances are not payable in such cases.

Survey

3. A random sample of 299 current UB claims were examined using the
computer records of the Department.  Some 35% (105 cases) were found to
require credits in order to qualify for UB.  A detailed breakdown of these
cases is provided in Figure 3.1 below.

Figure 3.1
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                    UB Cases relying on credits

Male Female Overall

Status

Married 26 (45%) 29 (62%) 55 (52%)

Single 28 (48%) 15 (32%) 43 (41%)

Separated/divorced  4  (7%)  3 (6%)  7  (7%)

Total 58 47 105

• There  were 4 lone parent cases - all female - and classified as single or
separated/divorced.

 
• The male cases ranged in age from 19-63 with a mean age of 37.  The female

cases ranged in age from 17 - 63 with a mean age of 33.  The overall mean age
was 35.

 
• Of the 105 cases, there were 19 cases where a Qualified Adult Allowance was

in payment, and 50 cases where a Child Dependant Allowance was in
payment.  (The QAA is not payable where the spouse has weekly earnings in
excess of £90.  In such cases, the CDA is payable at half-rate only.)

Level of reliance on credits

4. The high level of reliance on credits is indicative of a pattern of
seasonal or casual employment.  In some cases, UB qualification was
secured using CE credits - this will not apply in future years since all
new CE scheme participants since 6 April, 1996 are paying Class A
contributions.

 
 It may be the case also that the change in the conditions governing re-

qualification for UB, provided for in the Social Welfare Act, 1997, may
have a slight influence on the survey results (although this would not
affect people whose GCY was the 1996/97 tax year).  This measure,
aimed at improving the incomes of workers in atypical employments
(e.g. dockers and firefighters), provides that a person may re-qualify for
UB by having 13 paid contributions at any stage after the 156th day (6
months) of their existing UB claim.  In other words, where the 13 paid
contributions are paid between the 156th day and the 390th day, the
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claimant can re-qualify for a further days of UB immediately after the
first 390 days has been exhausted.

 
Further analysis would be required to try and ascertain the reasons for
the high level of reliance should be examined further.

Gross costs

5. If it is assumed that the results of this survey are reflective of the wider
population of UB claimants, it is estimated that - allowing a margin of
+/- 5% -  the expenditure on UB arising from credits is estimated to be
in the range of £71.6 - £79m, in 1997 terms.

Net Costs

6. The 105 claims were examined to seek to determine whether the
claimants concerned would have an underlying entitlement to UA.  It
was not possible to carry out the full means test - which would take
account of all relevant information, e.g. income from property, bank
balances etc. -  which would be required to have absolute certainty that
about underlying entitlement to UA.

Instead, the following methodology, developed with the assistance of
Local Office Staff, was adopted:

• It was assumed that in the case of a married UB claimant, UA would not be
payable if the spouses earnings exceeded £10,000.

• If the UB claimant had children, £300 per annum was deducted from the
spouses earnings.

• In the case of a person living at home, it was assumed that UA would not be
payable if  the gross earnings of the parents exceeded  £20,000

Based on these criteria, it was found that 61% of claimants would have an
underlying entitlement to UA.  This figure is derived as follows:

Fig 6.1

Male Female Overall
No. examined   58   47   105

No. with UA entitlement  52 (90%)   12 (26%)     63 (61%)
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The significantly higher proportion of males with an underlying entitlement to
UA is notable.  It reflects the fact that more female claimants are likely to have
a spouse with an income in excess of  £10,000.

 If it is assumed again that these findings are reflective of the wider UB population, it
is estimated that the existence of credits (and consequential costs of UB)
leads to corresponding savings on UA payments of the order of  £44m. -
£48m. in 1997 terms.
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Appendix 5  -  Staff involved in administration of credits

1. In Chapter 5, we summarised the results arising from asking individual
scheme managers to assess the staffing resources in their areas devoted
to credits.  The results in detail are set out below.

2. Client Data Services

CDS is responsible for maintaining all contribution records.  The section
is divided into a number of small subsections dealing with specific areas
of contribution records.  The amount of time spent by staff dealing with
credits varies considerably over the various sub-sections from some
areas e.g. Unemployment Queries, spending 85% of their time on credits
related issues to other areas,  e.g. index, spending no time on credit
issues.  In total it is estimated the 21.6 members of the clerical staff in
Central Records are engaged in credits related work.

3. Treatment Benefits

Treatment Benefits includes claims for Dental, Optical and Medical and
Surgical Benefits.  In 1997 641,798 claims were received.  It is
estimated that approximately 40% of claims are allowed on the basis of
credits.  Approximately 1 in 50 cases or 240 cases per week involve
extra effort as a result of credit issues and it is considered that credits
related work equates to 4 staff.

4. Regional & Local Offices

The Department has 57 Local Offices throughout the country.  The
credits work in Local Offices relates to decisions on claims, signing on a
monthly basis, maintenance of credits only cases and reviews for control
purposes and in order to check entitlement to benefit.  It is estimated that
these activities equate to the work of 12 members of staff.   The Group
noted that the Management Services Unit of the Department is
reviewing the work undertaken in the Department’s Local Offices to
establish the amount of effort involved in various tasks.  While this
review has not yet been finalised, some preliminary results from the
exercise relating to signing are consistent with the best estimates
provided by scheme management.
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Staff in Local Offices are also engaged in keying in Disability Benefit
certificates received locally.  Some of these certificates would be for
credits only cases.  It is not possible to establish the volume of such
certificates and, consequently, it is not possible to establish the amount
of resources engaged in this work.

5. Disability Benefits

There are currently approximately 40,000 Disability Benefit claims on
file and approximately 14,000 (35%) of these are “credits only” claims.
Despite this credits do not appear to result in the need for significant
additional resources in deciding on new claims as it is considered that
these claims are made on the basis that the customer is looking for
payment and that the award of a credits is a secondary issue.  The main
area of work on credits arises therefore in cases which initially did not
qualify for payment subsequently qualifying by virtue of details of
additional contributions/credits becoming available.  There are
approximately 4.5 staff dealing with this on an ongoing basis.

Entry of certification details is dealt with in both the Benefits Branch
and in the Local Offices.  In Benefits this data entry for credits only
cases equates to an average of 2 staff.

The regulations governing payment of DB or the award of credited
contributions require the Department to exercise adequate medical
control of clients.   This control is exercised through the Medical
Assessors to whom clients are referred for examination on a regular
basis.  Credit cases are referred to the Medical Review and Assessment
(MRA) Section in the same way as cases where a payment is actually
being made.  However, selection of referrals for examination is based on
an order of priority, with credit only cases having the lowest level of
priority.  As such, they tend to have to wait for longer periods before
being examined.  There is no data available which could be used to
indicate the amount of resources actually in the medical review process
for credit only cases.

6. Disability Allowance

Disability Allowance was introduced from 2 October 1996 and the
existing Disabled Persons Maintenance Allowance was incorporated in
to the new scheme.  Disability Allowance is a means tested assistance
scheme and credited contributions are not awarded.  Despite this
resource implications arise in terms of information and control.  On the
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information side, staff are involved in explaining that there is no
entitlement to credits and advising customers of their options.  On the
control side the resources are involved in ensuring that certificates
submitted for Disability Benefits credits only do not result in Disability
Benefit payments being made.  The amount of effort here is estimated at
5 hours per week (260 hours per annum).

7. Maternity, Health & Safety and Adoptive Benefits

Recipients of these benefits are awarded one credit for each week of
payment.  This is done automatically.  Determining the rate of payment
is also automated.  The only resource implication appears to be in the
area of providing information to clients although this is considered to be
too small to be measurable.

8. Pre-Retirement Allowance

Pre-Retirement Allowance recipients transfer from One-Parent Family
Payment, Carers Allowance or Unemployment Assistance with the vast
majority transferring from Long Term Unemployment Assistance.  In
transferring Unemployment Assistance cases some of the Local Offices
deal directly with Central Records and in other cases the Local Offices
deal with Pre Retirement Allowance Section who deal with Central
Records.  Pre Retirement Allowance Section has no involvement in
transferring the One-Parent Family Payment and Carers Allowance
cases.  In addition to the involvement in transferring cases the section
notifies Central Records of stop dates where a customer went back to
work or was assessed with an overpayment for periods of employment
so that credits can be canceled.  The section also gets a significant
number of queries regarding Pre-Retirement Credits i.e. claims where
Pre Retirement Credits are awarded but no payment is made.  In total 2
hours per week (104 hours per annum) are spent on these tasks.

9. Invalidity

The credits related work connected with Invalidity Pension involves
searching to see what payments if any were made during the period
where there  is a gap in the contribution records, liaising with the
relevant section/Local Office or Central Records and to a lesser extent
liaising with the Investigative staff and Scope Section.  In total
approximately 10 hours per week (520 hours per annum) are spent on
this type of work.
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10. Old Age Pensions, Widow/ers Pensions and One-Parent Family
Payment

In total,  credits related work in the Pension Services Offices is
equivalent to approximately one member of staff.  The work undertaken
involves checking on credits and gaps in records when deciding on a
claim for a contributory scheme or responding to a query about future
entitlement.  In addition, staff are also involved in updating insurance
records for clients on Carer’s Allowance and One-Parent Family
Payment.

11. For the Working Group’s Summary and conclusions on the above see
Sections 5.10 and 5.11.


