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Call to increase and modernise Irish social expenditure to achieve poverty reduction and social inclusion

A new report launched by the Combat Poverty Agency has highlighted that more extensive social spending is required to achieve greater poverty reduction. This is especially the case in Ireland because of the extent of income inequality. 

Speaking at the launch, Helen Johnston, Director of Combat Poverty said “In recent years the incomes of people dependent on social welfare have increased. At the same time however, the gap has increased between social welfare incomes and average incomes in society. The relative income poverty rate is a measure of this. Between 1994 and 2000 relative income poverty rates have increased from 15.6% to 22.1%. This report highlights that the Irish social support system has to work harder to reduce poverty and inequality. It highlights that our social expenditure has failed to keep up with our economic growth. To make more progress to combat income poverty and inequality in Ireland, a higher level of social expenditure is clearly required.  Our success in tackling poverty and social exclusion is likely to come into sharp focus during the Irish Presidency of the EU next year. It is imperative that Ireland invests in high quality public services that deliver value for money and a standard of excellence for their target groups that matches our more progressive European partners” said Ms. Johnston.

The report, Irish Social Expenditure in a Comparative International Context, written by Dr. Virpi Timonen, who lectures in Social Studies in Trinity College, concludes that for a well-developed country, Ireland has a low level of welfare effort. She said: “Amongst most other OECD countries, social security/GDP ratio (‘welfare effort’) expanded between the mid-1980s and the mid-1990s. Ireland was a significant exception to this where it decreased from the mid-1980s. During this period, Ireland was converging with the US, and diverging from the EU average.”

The report details that between 1989 and 1999, social security transfers as a percentage of GDP in Ireland fell from 14.2% in 1989 to 9.6% in 1999. Ireland has been converging towards the US, which was standing at 12.6% of GDP in 1996 (the latest figure available). This contrasts with Germany in the same period (increased from 15.7% to 18.9%), Spain (increased from 15.4% to 17.2%) and Sweden, which experienced a slight drop from 19.4% to 18.9%. The average for the EU over this period stayed broadly the same, at 16.9% in 1989 and 16.8% in 1999. 

Ms Johnston pointed out: “A number of factors influence social expenditure levels in different countries. Some of the difference between Irish and EU social expenditure levels can be attributed to the reduction in unemployment supports as Irish employment grew. The proportion of the Irish elder population is a third lower than the EU average. This reduces pension and elder care expenditure and Ireland’s proportionately larger share of foreign owned profits as a component of GDP reduces the national income available for social expenditure.”
Ms Johnston concluded: “The report also illustrates that Ireland relies heavily on tax reliefs as a form of social expenditure. Tax relief measures tend to benefit upper income groups disproportionately, whereas direct service provision more directly benefits lower income groups. People who are in receipt of welfare payments either have rationed access to services such as health care, have to accept lower quality services or both. This report demonstrates that we have more to do to improve services and create more equitable access to them. This includes decreasing and reforming tax relief and channelling more tax revenue to services.”
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