PRESS RELEASE

Combat Poverty Agency Says Budget 2000 Must Shift Focus from Wealth Creation to Wealth Distribution

November 14 1999 

In a £1.1 billion pre-budget submission announced today (November 14th, 1999), the Combat Poverty Agency (CPA) recommends that Budget 2000 introduces a shift in tax and welfare policy from primarily supporting wealth creation to prioritising wealth distribution. If the current policy mix of economic growth, supplemented by tax cuts and modest welfare increases is continued it is a certain recipe for perpetual income poverty, the Agency advised. 

CPA recommended a flat rate increase of £5.50 in all personal welfare payments, an increase that would be in line with the expected rise of 6% in earnings over the coming year. In addition, the Agency recommended an increase of £1,000 per annum in standardised personal/PAYE allowances, which, coupled with a completion of the tax credits introduced in last year’ s budget, would greatly improve work incentives for low earners and ensures that all tax payers benefit equally. "With an expected budget surplus of nearly £7 billion, it is time to use our tax and welfare systems to distribute the benefits of economic success more fairly, while ensuring that people are still encouraged to move from welfare to work," said Hugh Frazer, Director. "If we continue with the recent tax and welfare policies, it is predicted that relative income poverty will increase by almost half between 1994 and 2001 at the 40 percent income line and by a sixth at the 50 percent income line." 

The CPA said that it wanted to see a £20 monthly increase in child benefit towards a long-term goal of a £100 payment per month, as well as a phased subvention of £32.50 per month towards the costs of childcare. To further strengthen the anti-poverty effect of child income support for households dependent on social welfare, the Agency recommended increasing the lowest child dependent rates by £1 per week to £14.20 per week and increasing the middle child dependent rate by 50 pence to £15.70 per week. While these appear modest reforms, according to Mr Frazer they are enough to ensure that there would be a combined net gain of £5.20 per child per week for the country’s most marginalised households. 

Hugh Frazer stressed the Agency’s view that the provision of tax relief for childcare is "a regressive measure that only benefits those in paid employment and, furthermore, disproportionately benefits those on higher incomes." 

"The focus of Budget 2000 should remain firmly fixed on the revised targets of the National Anti-Poverty Strategy (NAPS) to reduce consistent poverty to below 5 percent by 2004, to reduce unemployment to below 5 percent in 2002 and to reduce long-term unemployment to 2.5 percent by 2002," Mr Frazer continued. 

On housing, the CPA proposed the introduction of a national housing benefit for social welfare recipients in the private rented sector and reiterated its recommendations to triple the current social housing output to12,500 units per year. The Agency paid particular attention to educational disadvantage with recommendations for expenditure of £25.5m to be spent on early education initiatives. The Agency also said that Budget 2000 should establish an urban regeneration investment fund of £50m targeted at local authority estates, and proposed a £50 million package of measures to promote social inclusion in rural areas. 
Summary of Combat Poverty Agency Proposals

PRIVATE
Issues
Proposal
Cost (£m)

Social welfare
Increase personal rates in line with earnings (+£5.50 per

week) 

Increase qualified adult allowances to 70% of person rate (+£5 per week) 

Align start of social welfare and tax years 

Introduce a national housing benefit for the private rented sector
220

27

n/a

n/a

Child Income support
Increase universal support for children (+£20 per month

in child benefit)

Introduce a phased childcare supplement (+£32.50 per month in child benefit)

Rationalise child dependent allowances (+50p/£1 per week for lowest rates)

Improve school related welfare schemes (higher payments, greater take-up)
254

self-financing

14

10

Taxation
Increase personal and PAYE allowances (+£800/£200 per year)

Make PRSI more progressive (higher allowance, abolish threshold)

Address anomaly in structure of health levy

Ensure equitable taxation of couples

Reform taxation of business 
365

self-financing

n/a

20

revenue

Social infra-structure
Increase provision of social housing

Extend availability of low-cost childcare services

Tackle educational disadvantage

Regenerate urban areas

Promote rural development

Support community development 
n/a

7.5

25.5

50

50

25

Total

1,068
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