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Combat Poverty Agency calls for major tax shift towards lower paid and child benefit in budget

The Combat Poverty Agency’s (CPA) pre-budget submission launched today calls for targeting the fruits of economic growth to those most in need. The CPA which is  the Government’s advisory body on tackling poverty says that getting people back to work, in particular assisting the long-term jobless and tackling child poverty should be the two key priorities in the budget.  It advises the Government that the most pro-work reforms of the tax and welfare systems involve putting resources into increasing personal tax allowances and enhancing child benefit. 

The Agency recommends that personal allowances be increased by IR£1,300 for a single person and by IR£2,600 for married couples. The Agency argues that this is the fairest reform of taxation as it maximises benefit to low income earners whereas straightforward tax cuts proportionally benefit the better off. (Please refer to attached graph illustrating this point)

Enhancing child benefit represents one of the most important and effective ways to tackle child and family poverty. The CPA recommends a flat rate increase of IR£7.00 per child, the introduction of two new additional payments of child benefit in August and in December to cope with extra pressure on the household budget then and extending the higher child benefit payment to the second child. Households with children have twice the risk of poverty. The implementation of these measures would have the effect of reducing poverty traps, increase the incomes of lower and middle income families and would simplify the system of child income support.

 In addition, the submission proposes increases in payments to persons living on social welfare, the Agency recommends that payments should be increased in line with average earnings in industry.












1/2

The CPA’s director, Mr Hugh Frazer said that the submission was made in the belief that when the Irish economy continued to outperform all our EU competitors that Government policy needed to focus clearly on those who were not benefiting from the unprecedented growth in the economy. 

“ The next budget should be one about bringing people in  poverty in from the margin to the heart of our society. The affluence and wealth of Ireland of the late 1990’s should not be allowed to further marginalise those on the outside. It should be positively used to break down barriers  resulting from the economic and social divide between rich and poor”, Mr Frazer said. “The past few years are probably the first in the modern Irish State when real opportunities have existed for implementing a whole series of measures which could radically alter the lives of many of our citizens who currently live in poverty. We  should not pass up on this possibility”, the CPA director added.

In relation to the PRSI system, the CPA believes that  future reform must focus on targeted relief for those on low incomes, while protecting the social insurance fund.  The PRSI allowance should be increased from IR£80.00 to IR£100 per week, and there should be no further cuts in the rate of PRSI. This would have the effect of the reducing the PRSI wedge on those with lower incomes.

The Agency notes that this the first budget since the introduction of the National Anti Poverty Strategy (NAPS). “The extent to which this budget concentrates on tackling poverty will be a significant test of the relevance of the NAPS to the lives of those who are the least well off in our society. The budget should be audited to ensure that it is consistent with the principles set down  in the NAPS and agreed by the Government as the most strategic approach to tackling poverty and social exclusion. The Budget proposals should be made subject to independent analysis with regard to their income distribution effects”, Mr Frazer concluded.
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