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Budget must balance spending between tax and welfare says Agency

"The challenge for Budget 2001 is to redistribute income towards poorer households, particularly those with children", said Combat Poverty Agency Director, Hugh Frazer at today’s launch of the Agency’s pre-budget submission. "Last year’s budget saw better-off households gaining by up to four times more than poorer households. We cannot allow this to happen again in a country where the poorest fifth of households account for five percent of total income and the most affluent 20 percent have 44 percent or nine times more."

The Agency is recommending an integrated package of tax and welfare measures for Budget 2001, which will redress this imbalance and ensure that the budget serves to narrow the gap between rich and poor. The combined costs of the Agency’s recommended package for this year is £1.46b, equally divided between tax and welfare expenditure. This cost is deliberately set at less than the amount of £1.6b allocated in last year’s budget on the basis that additional resources are required for investing in key public services, such as health, education and transport. In percentage terms the poorest third of the population will gain the most through this strategy.

"Ireland is more unequal and has higher poverty levels than comparable countries," outlined Mr. Frazer. "This suggests that our poor performance on issues such as child poverty, is primarily of our own making, arising from the concentrated nature of unemployment and limited redistributive effects of tax and welfare policies. We are advising that Budget 2001 reverses this pattern of inequality and income poverty. A rising tide of economic growth alone wont address these structural problems."

The Agency is recommending that tax and welfare payments should be indexed to earnings (7.6%) rather than inflation, with a minimum welfare increase of £8 and that surplus resources should be targeted at low and middle income households with children. It also recommends that there should be an equitable system of support for the childcare costs of low-income families, and that the payment of welfare increases, including child benefit, should be brought forward to the start of the year. 

"With an expected exchequer surplus of £2 billion this year", said Mr. Frazer, "the issue is not one of affordability but of how we choose to allocate the additional resources."

Key CPA Recommendations for Sharing the Benefits of Economic Growth

General Tax and Welfare Measures

· Increase lowest social welfare payments by £8 per week and raise the qualified adult payment for adult dependants to 65% of the personal rate. This will result in an increase of £15.60 for a couple on short-term unemployment assistance 

· Incorporate a childcare allowance or disregard as part of family income supplement to increase the incentive to work among low-paid families. 

· Index tax and welfare payments to earnings at 7.6%, resulting in a rise for all groups – working and welfare recipients - of 4% after forecast inflation for 2001. 

· Increase the personal allowance by £800 and the PAYE allowance by £200 inclusive of wage indexation (cost £213.4m). 

· Extend the tax band for single people by £3,000 (cost £202.9m)

Investing in Children

· Increase weekly child dependent allowance rates by £2/£3 per week to £16 (under 12s) and £19 (12 and over) (cost £31m). * 

· Enhance school-related welfare programmes (school meals, clothing, footwear and books) by £20 million to minimise financial barriers to participation in school. 

· Provide a means-tested pre-school allowance for children aged 3 and 4 to prevent incipient educational failure. 

· Increase child benefit by between £3 and £4 per week (depending on family size) to £13 and £17 per week, inclusive of wage indexation (cost £138m). * 

· Introduce a child benefit supplement for children under 5 of £10 per week or a parental payment for families with a child under 5 of £20 per week (cost £137m).
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* These two measures combined increase children’s’ minimum income from £23 to £29 per week. 

