Budget Falls Short of Closing the Gap between Rich and PoorPRIVATE 

The Combat Poverty Agency welcomes the £282m spending on social inclusion measures in today's budget. However, nearly twice the amount (£517m) is being spent on tax cuts. Thus while the poor are slightly better off as a result of the budget, the net effect is that the gap between the rich and poor in society will be widened.

The Agency expressed particular concern that more had not been done to address child poverty. The net gain for children in many welfare dependent families will only be 35 pence per week. The Agency believes that child poverty can be tackled by significantly increasing child benefit and proposed  a flat rate increase of £7 per child. The budget  proposal to increase child benefit by £3 for third and subsequent children acknowledges the greater needs of large families.  However the £1.50 increase for the first and second child is disappointing particularly when set beside the freeze in child dependent allowances. It therefore falls some way behind the level required to make a serious impact.

“While there are a number of welcome measures to promote social inclusion, given the very favourable public finances and economic projections, the Budget falls short of the reform needed to implement policies to radically alter the lives of many of our citizens who currently live in poverty” Agency Director Hugh Frazer said. “This budget was the first real test of the Government's National Anti-Poverty Strategy. In that context, the Agency is concerned that the opportunity to break down economic and social barriers between the rich and poor isn’t more evident in the budget".

Taxation
The Agency, along with a range of other advisory bodies and social partners proposed that this budget should adopt a progressive approach to tax reform. A substantial increase in personal allowances was called for particularly as this tax strategy has the strongest redistributive effect. While it benefits all tax payers, it maximises benefits to more low income earners, helps remove the poverty trap from the income schedule and improves incentives to work. 

The Agency pointed out that greater equity and progressivity could have been achieved if more of the £517m for tax reform had been channelled into greater increases in personal allowances. The two per cent cut in the 48% tax rate benefits only a minority of taxpayers, who will also benefit from the other tax changes in the budget. 

The increase of the PRSI allowance to £100 is very welcome as is the increase in the threshold for payment of the Employment and Health levies from £197 to £207  per week.
Social Welfare Payments

The £3 increase in personal payments and the £5 increase in pensions, ahead of the rate of inflation is welcome.  The fact that the majority of payments are now above the rates recommended by the Commission on Social Welfare and ahead of the schedule outlined in Partnership 2000 is welcome. However the Agency pointed out that this still leaves the Supplementary Welfare Allowance and Unemployment Assistance payments still below the rates recommended by the Commission on Social Welfare twelve  years ago. 
Long-term Unemployed

The Agency welcomed the focus on assisting the unemployed back into work. This is crucial to tackling poverty. The improvements in FIS, the new tax initiatives for the long-term unemployed and the increases in the Back-to-Work Allowance Scheme, the Part-Time Jobs Option and the Jobs Initiative are helpful. However, the Agency would have welcomed more tailored training programmes for the long-term unemployed and early school leavers.   

Supporting Anti-Poverty Work

The award of extra support to community and voluntary organisations is a welcome recognition of this sector's contribution to social solidarity as is tax relief on donations to domestic charities and funds to develop community trusts.
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NOTE: The Agency will be poverty-proofing the full range of proposals more closely in the next few days to see how they measure up to the thinking in the National Anti-Poverty Strategy
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