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Progressive Budget but more ambition needed on poverty
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The Combat Poverty Agency gave a broad welcome today to the measures announced in Budget 2002. Agency Director Helen Johnston commended the policy direction of increasing welfare payments in line with wages.

She stressed however that welfare payments should provide a minimally adequate living standard. "This budget could have been more ambitious", she said "in increasing welfare payments for those on the lowest incomes. While an increase of £9.50 maintains living standards it falls short of the £14 increase recommended by the Agency to achieve an adequate income. This" said Ms. Johnston "is a missed opportunity in this budget."

"However, we are pleased said Ms. Johnston "with the proportion of spending dedicated to welfare measures in this budget. Significant progress has been achieved in this budget with 68% of available resources now going towards welfare expenditure.

"The child benefit increases announced in today’s budget are a further step in the right direction in terms of supporting families with the costs of raising children" said Ms. Johnston. "It is a continuation of last year’s budgetary policy and is the most equitable way to support families.

"However", she said, the issue of child poverty still needs to be tackled. Poverty tends to be concentrated in larger families. In order to achieve a real reduction in poverty more resources could have been directed towards child benefit for third and subsequent children. The Agency sought an increase of £44 per month. The amount allocated in the budget (£30 per month) falls short of this. 

Ms. Johnston also expressed disappointment that child dependent allowances were not increased. These allowances said Ms. Johnston could play an important role in alleviating poverty at the very lowest income levels. 

Commenting on the tax measures, Helen Johnston continued "The Agency promotes tax policy that favours people on low incomes. In the past we have criticised cuts in tax rates which have delivered little or nothing for poor people and have left Ireland with the lowest tax take as proportion of GNP in the EU. We are pleased to note no cuts in personal taxation in this Budget. However we are concerned that further cuts in Corporation Tax will have a long-term impact on available resources for high quality public services."

The Agency commented that the 1.25% cut in Employers’ PRSI, costing £273m and the payback of £500m from the Social Insurance Fund to the Exchequer may pose a risk to the long-term security of the Social Insurance Fund. Ms. Johnston pointed out "Social insurance supports people through sickness, unemployment, maternity or old age. The potential long-term erosion of the fund through cuts in PRSI rates may undermine our commitment to social solidarity".

"The Agency is disappointed", said Ms. Johnston that the ceiling on Employee’s PRSI was not abolished. Employee’s PRSI ceiling has a regressive effect with higher earners paying a smaller percentage of their income on PRSI. 

"This is a budget" she said "which will make progress in reducing poverty. However, more could have been achieved to radically impact on levels of income inequality and reduce the growing gap between rich and poor.

