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After a period of un-
precedented prosperity 
in Ireland the scale of 
poverty has not been 
tackled effectively, so-
cial welfare rates have 
not kept pace with the 
improving standard of 
living in Ireland and the 
rich/poor gap has wid-
ened dramatically.   
This is a major scandal 
and a sad indictment of 
Government priorities 
over recent years.   
  
The extent of poverty in 
Ireland has been high-
lighted by the UN Human 
Development Report 
(2001). Of seventeen in-
dustrialised countries, 
Ireland is ranked six-
teenth on the poverty in-
dex. Only the USA has a 
higher percentage of its 
population living in pov-
erty. The UK is ranked 
fifteenth, while Sweden, 
Norway and the Nethe r-
lands are the countries 
with the lowest levels of 
poverty. The variables 
used in this measure-
ment of poverty are the 
percentages of people 
likely to die before age 
60, people who are func-
tionally illiterate, people 
with disposable incomes 
less than 50 per cent of 
the median, and those 
unemployed for more 
than a year. All the ma-
jor countries of Europe 
do better than Ireland 
where poverty is con-
cerned. 
 
In the context of sus-
tained levels of record 
economic growth, the 

scale of poverty in Ireland 
can surprise many.  
 
Taken as a whole, the 
Republic of Ireland has 
become a much more 
prosperous place. How-
ever, the distribution of 
that prosperity has 
been such that the 
‘Celtic Tiger’ dividend 
has been non-existent 
for a large number of 
this country’s citizens.   
 
We acknowledge the im-
provements that flow 
from rising job numbers 
and far lower numbers of 
people unemployed.  Yet 
the number of people 
living in relative in-
come poverty is rising 
steadily and now stands 
at 20.9% compared to 
17.4% in 1994 (page 3). 
 
Tackling poverty is a 
complex task involving 
much more than income. 
However, the most im-
portant requirement in 
tackling poverty is the 
provision of sufficient 
income to people to en-
able them to live with 
dignity.  On this front 
Ireland stands indicted.  
We have had the re-
sources but chose to give 
them to those already 
better off. 
 
When we look at Ireland 
today we see that: 
• Poor people don’t have 

enough income to pro-
vide for basic necessi-
ties. 

• Almost six out of 
every ten people liv-
ing in relative income 

poverty is in a house-
hold headed by a per-
son who is NOT in the 
labour force. They are 
either retired, ill/
disabled or ‘on home 
duties’.    

• The failure to raise so-
cial welfare rates in line 
with improving stan-
dards of living has been 
a major factor in these 
groups being in poverty. 

• The gap in disposable 
income between a per-
son earning over 
€50,000 and a long-
term unemployed per-
son has been widened 
by €243 a week by the 
present Government 
during its first term of 
office (page 10). 

• There are a wide range 
of other problems im-
pacting on poverty such 
as the two-tier health-
care system, the grow-
ing housing waiting 
lists, low pay and per-
sisting educational dis-
advantage. (These we 
shall address in our 
pre-budget submission). 

 
Despite being one of the 
richest countries in the 
EU the issue of poverty 
and social exclusion has 
not been addressed ef-
fectively.   
 
The challenge now facing 
Government is to ensure 
that the Budgets of 2003 
and the following years 
give priority to reducing 
the rich/poor gap and 
ensuring that every per-
son in Ireland has suffi-
cient income to live with 
dignity. 

Key Issues 
w The widening rich/poor 

gap is one of the great-
est scandals of the 
Celtic Tiger economy.  

w Policy initiatives are 
required in the areas of 
social welfare and low 
pay to ensure everyone 
has sufficient income to 
live life with dignity. 
(p.2) 

w Basic Income provides 
a better framework to 
respond to tackling 
these problems. (p12) 

Poverty, Low Pay and 
Social Welfare 

CORI Justice Commission Briefing October 2002 

Failure to Tackle the Widening 
Rich/Poor Gap is Major Scandal 



To ensure that Ireland moves towards 
meeting this policy objective Govern-
ment should: 
• Increase the lowest social welfare 

payments by €14 a week for sin-
gle people and by €24 a week for 
a couple in the 2003 Budget. 

◊ This would ensure there was substan-
tial progress in increasing the lowest 
social welfare payments which are so 
low at present that their recipients are 
forced to live in poverty. 

◊ This amount is based on the need to 
ensure that the lowest social welfare 
payments rise in accordance with the 
Government’s commitment in the Na-
tional Anti-Poverty Strategy to in -
crease the lowest social welfare pay -
ments for single people to €150 a 
week (in 2002 terms) by 2007.  In ef-
fect they must rise faster than the rise 
in the standard of living until they 
reach the target in 2007.  (Details of 
the calculations on which this amount 
is based are contained on page 7 of 
this Briefing.) 

 
• Increase child benefit substan-

tially and do not tax it. 
◊ There is widespread support for in-

creasing child benefit if child poverty 
and family poverty are to be elimi -
nated.   It is also a very effective com-
ponent in any strategy to improve 
equality.   CORI Justice Commission, 
however, opposes the inclusion of 
child benefit as part of the parents’ tax 
assessment. 

◊ The risk of being in poverty has risen 
for households with children from 
20.6% in 1994 to 21.5% in 2000 (the 
most recent year for which statistics 
are available). While this trend may 
have been reversed slightly with the 
above average increases in child bene-
fit since then, there is a significant 
problem with child poverty in Ireland 
and it should be among Government’s 
priorities in Budget 2003. 

 
• Move towards individualisation 

of social welfare payments. 
◊ The issue of individualising payments, 

so that all recipients receive their own 
social welfare payments, has been on 
the agenda for some time.   It should 
be addressed without delay. 

 
• Introduce a variable cost of dis-

ability payment scheme. 
◊ This is an issue on which much work 

has been done.   It needs to be given 
priority as it has been ignored for too 
long. 

 
• Make tax credits refundable. 
◊ This is the most effective and efficient 

way of targeting resources at those 
with jobs who have the lowest levels 
of pay.  (cf. page 8 of this Briefing for 
details on this and related issues.) 

◊ This is the only way every beneficiary 
of tax credits can receive the full value 
of the tax credit. 

 
• Move towards introducing a Ba-

sic Income System. 
◊ The present tax and social welfare sys-

tems should be integrated and re-
formed to make them more appropriate 
for the changing world of the 21st cen-
tury.  To this end the introduction of a 
Basic Income system would be far 
more effective than anything currently 
being implemented (cf. p.12). 

◊ The Government’s Green Paper on 
Basic Income provides an excellent 
opportunity for discussing and pro-
gressing this approach towards build-
ing a fairer and more just society, one 
in which every woman, man and child 
in Ireland would have sufficient in-
come to live life with dignity. 

Who is Poor? 
“People are living 
in poverty if their 

income and 
resources 

(material, cultural 
and social) are so 
inadequate as to 
preclude them 
from having a 

standard of living 
that is regarded 
as acceptable by 

Irish society 
generally.  As a 

result of 
inadequate 
income and 

resources people 
may be excluded 
and marginalised 
from participating 
in activities that 
are considered 

the norm for other 
people in society” 

National Anti-Poverty Strategy 
1997 and reiterated in  

NAPS Review 2002  

Main Policy Recommendations 
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Main Policy Objective 

To provide all with suffi-
cient income to live life 
with dignity.  This would in-
volve enough income to pro-
vide a minimum floor of so-
cial and economic resources 
in such a way as to ensure 
that no member of the na-
tional community falls be-
low the threshold of social 
provision necessary to en-
able him or her to partici-
pate fully in society. 



 
TABLE  1:           Percentage of   households and persons below relative income poverty lines                                         
                1987/1994/1997/1998/2000 
 
_________________________________________________________________________________________ 
                                                     HOUSEHOLDS                                                            PERSONS             
                 
_________________________________________________________________________________________ 
 
                                                1987       1994       1997       1998       2000       1987       1994       1997       1998       2000 
40 Per cent line                6.2           4.9         6.3           10.5         11.8           6.8           5.2          6.3            9.1         9.9 
50 Per cent line                   16.3         18.6         22.4         24.6         25.8         18.9         17.4         18.1         19.9         20.9 
60 Per cent line                     28.5         34.2         34.3         33.4         32.9         29.8         30.4         30.1         28.6         28.3 
_________________________________________________________________________________________ 
 
SOURCE:   Derived from Poverty in the 1990s, table 4.9, Page 73 and Monitoring Poverty Trends in Ireland: Results from 2000  pp. 
19—20 (Equivalence Scale A)  
 
 

Focusing on this poverty line we see 
that: 
• The number of households with 

incomes below this line has risen 
steadily from 16.3% in 1987 to 
25.8% in the 1998. 

• The number of persons below this 
poverty line is at 20.9% compared 
to 18.9% in 1987.  

• With about one in five falling be-
low this poverty line, Ireland has 
a high rate of relative income 
poverty compared with other EU 
member states  (cf. Nolan and Mai-
tre, 1999). 

• The ESRI (Layte, et al, 2001) recog-
nise this fact and argues that it is 

caused by structural factors that  
need to be tackled while the re-
sources are available to do so. 

• Looking at the other poverty lines it 
is clear that the number of persons 
below each line has grown steadily 
since 1987.  

 
However the depth of people’s pov-
erty has declined so that those below 
relative income poverty lines are now 
a good deal closer to these lines than 
in the past.   Consequently, the 
share of national income needed to 
bridge that gap, to bring every one 
up to these lines, is less. 

T he research that underpins 
our information on how many 
people have incomes below the 

poverty line is done by the ESRI.  
Table 1 below has been drawn from 
two of their publications and out-
lines the percentage of households 
and of persons below relative income 
poverty lines in 1987, 1994, 1997, 
1998 and 2000.   These are the only 
years for which data are available.    
 
The more generally accepted pov-
erty line is 50% of average in-
come, adjusted for family size and 
composition. 
 

H ow many people are poor? On 
what basis are they classified 
as poor? These and related 

questions are constantly asked when 
poverty is discussed or analysed.  In 
trying to measure the extent of pov-
erty, the most common approach 
has been to identify a poverty line (or 
lines) based on people’s incomes. 
Where that line should be drawn is 
sometimes a contentious matter, but 
many European studies (including 
those carried out by the ESRI in Ire-
land) now suggest a line, which is 
half average income, adjusted for 
family size and composition. Alterna-
tives set at 40 per cent and 60 per 

cent of average income are also used 
frequently to clarify and lend robust-
ness to conclusions that could im-
pact on policy. 
 
• In financial terms the ESRI dis-

covered that the income-per-adult 
equivalent averaged over house-
holds in 2000 was €287.59 
(£226.45). Consequently, the in-
come poverty lines for a single 
adult derived from this average 
were: 

 
⇒ 40 per cent line — €115.04 

(£90.58) a week 
⇒ 50 per cent line — €143.80 

(£113.23) a week 
⇒ 60 per cent line — €172.55 

(£135.87) a week 
 
• Updating the more generally ac-

cepted poverty line (i.e. 50 per 
cent of average income) to 2002 
levels, using actual (CSO, 2001) 
and predicted increases in aver-
age industrial earnings, produces 
a relative income poverty line of 
€165 (£130) for a single person. 
This is €46.20 more than the cur-
rent level of most social assis-
tance rates.  

Where is the poverty line? 

How many people have incomes below the poverty line? 
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The Government’s fo-
cus on ‘consistent’ 

poverty ignores many 
poor people 

______________________________ 
 
CORI Justice Commission ac-
cepts the measurement of 
’consistent’ poverty does iden-
tify a specific sub-set of poor 
people.  However, it considers 
the Government’s focus on this 
measurement of poverty in the 
National Anti-Poverty Strategy 
(NAPS)  to be insulting to poor 
people and to Irish society gen-
erally.  
 
This measurement was chosen 
arbitrarily by government as 
the basis for setting its income 
targets in the National Anti-
Poverty Strategy (NAPS) but it 
fails to include many people 
who are poor according to the 
Government’s own definition of 
poverty.  
 
In  contrast  to  i t ’ s  
‘consistent’ poverty target, 
we welcome the Govern-
ment’s NAPS’s target to 
raise the lowest social wel-
fare payment for a single 
person to the equivalent of 
€150 a week in 2002 terms 
by 2007. This will have a 
major impact on reducing 
the number of people living 
in relative income poverty.  

Since 1997 the proportion of people 
living in ‘consistent’ poverty has 
fallen from 10.7% to 5.5%   

While this is a relatively low propor-
tion it is important to acknowledge 
that, given the resources that have 
been distributed over the past five 
years, the number of people in this 
situation could and should have 
been reduced to 0% by now. 

We in CORI Justice Commission 
again welcome the ESRI conclusion 
that “on its own this (measurement) 

T he proportion of households 
experiencing income poverty 
who are also experiencing ba-

sic deprivation (‘consistent’ poverty) 
hardly changed in the 1987-94 (i.e. 
15%).  According to the ESRI this 
declined to 9.7% in 1997 and to 
6.2% in 2000. 

In this research basic deprivation is 
measured by various indicators such 
as not being able to afford a warm 
coat or a second pair of shoes as 
outlined above.   

These indicators have remained the 
same since their introduction in the 
1987 ESRI study. 
 
This measurement of poverty does 
measure a particular group of people 
but they are not all those who are 
poor (cf. box in next column).   
 
Despite the Government’s very laud-
able definition of poverty contained 
in the National Anti-Poverty Strat-
egy -  NAPS (cf. page 2) this much 
narrower and partial measurement 
of poverty is the one used in the 
NAPS and the poverty reduction tar-
gets have been set against this base. 
    
The reduction of consistent poverty 
is seen as major success and govern-
ment claims to be tackling poverty 
effectively once this target is being 
achieved. 
 
While welcoming the reduction in 
the numbers living in ‘consistent’ 
poverty, CORI Justice Commis-
sion does not accept this 
measurement as adequate.  It 
simply does not include many 
people who are living in pov-
erty according to the Govern-
ment’s own definition of pov-
erty i.e. “as a result of inade-
quate income and resource 
they are excluded and margin-
alised from participating in ac-
tivities that are considered the 
norm for other people in soci-
ety”. 

How many people are experiencing basic deprivation? 

The issue of ‘consistent’ poverty 
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I ncome, alone, does not tell the 
whole story concerning living 
standards and command over 

resources.   As we have seen in the 
National Anti-Poverty Strategy defi-
nition of poverty it is necessary to 
look more broadly at exclusion 
from the life of a society because 
of a lack of resources. This would 
involve looking at other areas 
where "as a result of inadequate 
income and resources people 
may be excluded and marginal-
ised from participating in activi-
ties that are considered the norm 
for other people in society".     
 
What are these activities?   In seek-
ing to answer this question the 
ESRI, in various poverty studies, 
has measured people's access to 23 
non-monetary indicators.   These 
have subsequently been divided 
into three subsets focusing on the 
basic dimension, the housing/
services dimension and the secon-
dary dimension.    
 
In the 'basic dimension' the indi-
cators included by the ESRI are: 
• A meal with meat, chicken or 

fish every second day 
• A warm, waterproof overcoat 
• Two pairs of strong shoes 
• A roast joint of meat or its 

equivalent once a week 
• New, not second hand clothes 
• Go without a substantial meal 
• Go without heat 
• Go into debt for ordinary living 

expenses. 
 

does not tell the whole story nor 
does it represent the best way to 
frame a poverty target in current 
circumstances”.  We also welcome 
their conclusion that “poverty 
monitoring over the period to 2007 
would more usefully take a 
broader focus than the cons istent 
poverty measure as constructed to 
date with attention paid to both 
relative income and consistent 
poverty with the amended set of 
indicators identified here (in the 
ESRI 2002 study)”  



poverty from 3.2% in 1994 to 7.4%.  
This is a reversal of the trend in 
the period in between which had 
seen the risk decline from 4.7% in 
1997 to 3% in 1998.  

____________________________________ 
 
• The most notable differ-
ence between the mid-
1990s and the present is 
the continuing rapid rise 
in the incidence of people 
in relative income poverty 
living in households 
headed by a person out-
side the labour force.  
When the households 
headed by a retired per-
son, a person who is ill/
disabled and a person ‘on 
home duties’ are combined 
we see they have risen 
from 30% of all those in 
relative income poverty in 
1994 to 56.2% in the most 
recent ESRI study. 

____________________________________ 
 
• The risk has fallen for most house-

holds with children.   Where more 
than half of all these households 
were in relative income poverty in 
1994, by 1998 this had fallen to 
28%.   

• The risk has increased sharply 
for households headed by eld-
erly people.  This situation is 
especially acute for older 
women. 

• The risk of poverty for households 
headed by a farmer has remained 
almost unchanged since 1998 
(24.3% compared to 24.6% in 
1998).  However this risk is sub-
stantially higher than in 1994 
when it stood at 18.6%.    

 
Children and adults of different 
ages. 
• The situation of children has dete-

riorated since 1998 (rising from 
22.9% to 24.9% living in poverty).  
This compares with 24.5% in 1994.  
Their situation is slightly better 
than all adults (21% living in rela-
tive income poverty). 

W hen poverty is being ana-
lysed it is important to 
distinguish between the 

risk facing a particular type of 
household (i.e. the proportion of 
households of that type found to be 
in poverty) and the incidence of 
poverty (the proportion of all those 
in poverty who belong to that 
group). 
 
Table 2 provides a breakdown for 
the period 1994—2000 of those be-
low the ‘60 per cent of median’ pov-
erty line (i.e. incidence of poverty) 
classifying them by the labour 
force status of the head of house-
hold.  
 
The risk of poverty for each of 
these categories over the same 
1994-2000 period is outlined in 
Table 3 (again developed from the 
ESRI studies Poverty in the 1990s 
and Monitoring Poverty Trends ).    
 
These tables show us that  
• Households headed by a person 

working full time in the home are 
the largest single group living in 
poverty (28.7%). 

• Households headed by a re-
tired person make up the next 
largest group of households 
living in poverty (17.6%). 

• Households headed by an unem-
ployed person and living in rela-
tive income poverty have fallen 
dramatically since 1994, down 
from 41.1% to 9.8% of all those 
in this situation. 

• However, households headed 
by an unemployed person still 
experience a high risk of pov-
erty (at 50.7%) which is down 
only very slightly from 51.4% 
in 1994.  

• Households headed by a person 
who is ill or disabled are the cate-
gory at greatest risk of living in 
poverty.  54.4% of these house-
holds are at risk compared with 
29.5% in 1994.   

• The risk for households 
headed by a retired person be-
ing in poverty also grew dra-
matically —from 8.2% in 1994 
to 33.8%. 

• Households headed by an em-
ployee have experienced an in-
crease in their risk of being in 

• The situation for adults of dif-
ferent ages shows dramatic dif-
ferences. 16.9% of all those 
aged 18-64 live in relative in-
come poverty while 43.3% of 
those aged 65 and over are in 
this situation. 

 

Policy Implications 
 
• The fact that social welfare pay-

ments have not kept pace with 
improvements in the standard of 
living, (although they did in-
crease by more than inflation) 
has meant that those relying on 
these payments are most likely 
to fall into relative income pov -
erty.  Consequently, it is crucial 
that social welfare rates be in-
creased to levels that ensure 
people have sufficient income to 
live life with dignity.  Subse-
quently, they must be indexed to 
increases in the standard of liv -
ing experienced by the wider so-
ciety.  The National Anti-Poverty 
Strategy has in effect identified 
30% of Gross Average Industrial 
Earnings (GAIE) as the bench-
mark at which the lowest social 
welfare rate for a single person 
should be set.  Moving pension 
payments to 34% of GAIE has 
already been part of Government 
practice.   These constitute the 
parameters for Budget decisions 
on social welfare payments.  
There should be significant pro-
gress towards attaining these 
targets in Budget 2003. 

• The fall in unemployment has re-
sulted in a decline in its impor-
tance among those living in relative 
income poverty.  However the risk 
facing people who are unemployed 
is still very high.  Consequently, it 
is important to ensure that policy 
on this issue remains in place. 

• Policy initiatives are also re-
quired to ensure that house-
holds headed by employees are 
taken out of relative income pov -
erty. We address this issue spe-
cifically on page 8 of this Brief-
ing.  The policy initiatives re -
quired are: 

⇒ Make tax credits refundable 
⇒ Take the minimum wage out of 

the tax net 

Risk and incidence of poverty—Policy implications 
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Table 2 :  Risk of persons Falling Below ‘60 Per Cent of Median’ Relative Income Poverty Line by Labour 
Force Status of Household Reference Person, Living in Ireland Surveys 1994, 1997, 1998 and 2000.  

 1994 1997 1998 2000 

Employee 3.2 4.7 3.0 7.4 

Self-employed  16.0 14.4 17.2 20.8 

Farmer 18.6 16.7 24.6 24.3 

Unemployed 51.4 57.7 58.9 50.7 

Ill/disabled 29.5 52.5 54.5 54.4 

Retired  8.2 13.5 19.0 33.8 

Home duties 20.9 32.6 44.6 47.6 

     

All 15.6 18.2 20.0 22.1 

Table 3:  Incidence of persons below ‘60 Per Cent of Median’ Relative Income Poverty Line by Labour 
Force Status of Reference Person, Living in Ireland Surveys, 1994, 1997, 1998 and 2000. 

 

 1994 1997 1998 2000 

Employee 8.3 11.7 6.9 16.7 

Self-employed  10.1 8.0 8.6 8.9 

Farmer 10.6 8.0 10.5 8.2 

Unemployed 41.1 29.6 22.6 9.8 

Ill/disabled 6.2 10.4 9.0 9.9 

Retired  6.0 9.1 12.2 17.6 

Home duties 17.8 23.3 30.2 28.7 

     

All 100 100 100 100 

Source:  Brian Nolan, Brenda Gannon, Richard Layte, Dorothy Watson, Christopher T. Whelan and 
James Williams, July 2002,  Monitoring Poverty Trends in Ireland, ESRI, Policy Research Series, 
Number 45, Table 4.8, page 29 

Source:  Brian Nolan, Brenda Gannon, Richard Layte, Dorothy Watson, Christopher T. Whelan and 
James Williams, July 2002,  Monitoring Poverty Trends in Ireland, ESRI, Policy Research Series, Num-
ber 45, Table 4.7, page 29 



T he lowest social welfare 
rates for single people 
should rise by €14 in 

Budget 2003 if the Government 
is to honour its commitment in 
the National Anti-Poverty Strat-
egy (NAPS).   In NAPS the Gov-
ernment has committed itself to 
raise the lowest social welfare 
payments for single people to 
€150 a week in 2002 terms and 
to achieve this by 2007.   In 
2002 the sum of €150 is equiva-
lent to 30% of gross average in-
dustrial earnings (GAIE).    
This commitment was very we l-
come and was one of the few areas 

of the anti -poverty strategy that 
were adequate to tackle the scale 
of the poverty, inequality and so-
cial exclusion being experienced by 
so many people in Ireland today. 
Below we have calculated the pro-
jected growth in €150 between 
2002 and 2007 when it is indexed 
to the estimated growth in GAIE.   
 
This shows that the lowest social 
welfare rates for single people 
should be at €199.60 by 2007.  
To reach this target we have set 
out a proposed scale of increase 
for social welfare for each of the 

intervening years.    

The increase required in 2003 to 
honour the Government’s com-
mitment is an increase of €14 a 
week.  We strongly urge Govern-
ment to honour it’s commit-
ment in this area and to provide 
this increase in Budget 2003. 

The lowest social welfare 
rates for single people must 

rise by €14 a week if the 
Government is to honour its 

NAPS commitment. 

Lowest social welfare rates should rise by €14 a week 
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CALCULATING HOW TO MEET THE NAPS TARGET ON  
LOWEST SOCIAL WELFARE RATES 

 
Estimated Growth in Gross Average Industrial Earnings (GAIE) 2003-2007 

 
Year                                                        2003              2004              2005            2006            2007 
 
 Estimated % Growth of GAIE               +6.00             +6.00             +5.60           +5.70           +6.10 
 
Source: 2004-2007 figures ESRI Medium Term Review (2001:69), 2003 figure from John Fitzgerald. 

_________________________________________ 
 

Estimating growth in €150 a week (i.e.30% of GAIE) for 2002-2007  
 

Year                                        2002        2003              2004              2005            2006            2007 
 
 % Growth of GAIE    -                           +6.00             +6.00             +5.60             +5.70          +6.10 
 
30% GAIE (€150 Updated)    150           159             168.54             177.98         188.12         199.60 

_________________________________________ 
 
The overall gap to be addressed during the 5 year period is €80.80 (€199.60 – €118.80). 

_________________________________________ 
 

Proposed approach to addressing the Gap (in  round figures), 2003-2007 
             
                                                2002        2003              2004                 2005                 2006         2007 
                                                                                 
Min S. W. payment in €'s           118.80        132.80                147.80                    163.80                    180.80        199.60 
 
€ amount increase each yr       -                     14                       15                            16                           17                 18.80 

_________________________________________________ 



Benefits of making tax cred-
its refundable 

Making tax credits refundable 
would have a number of major 
benefits.   
• It would mean that in its annual 

Budget Government would have 
a mechanism to give everyone 
with a job the same tax cut (in 
cash terms).   

• The beneficiaries from its intro-
duction would all be those who 
are the lowest paid in Irish soci-
ety. 

 

Taking the minimum 
wage out of the tax net 

Another proposal to address the 
low pay and poverty issue is to re-
move the minimum wage from the 
tax net.   There are a number of 
ways this could be done.   It could 
be done by increasing the tax cred-
its for a single person and for a 
couple or by increasing the PAYE 
tax credit.    
However, from the viewpoint of 
tackling poverty, it is very signifi-
cant that almost all the benefit 
would go the better off 60% of the 

population while nothing would 
accrue to the poorest 30%.    
 
It is clear that both approaches 
have advantages but, in terms of 
tackling poverty, making tax 
credits refundable is a far better 
targeted measure.   Government 
should indicate its intention to 
move in this direction immedi-
ately. 

T he move from tax allowances 
to tax credits was completed 
in Budget 2001.   This was a 

very welcome move as it put in 
place a system that had been ad-
vocated for a long time by a range 
of groups including the CORI Jus-
tice Commission. 
One problem persists, however, 
a problem that the old system of 
tax allowances also had.   If a 
person does not earn enough to 
use up their full tax credit then 
they will not benefit from any 
tax reductions introduced by 
Government in its annual 
Budget.   In effect this means 
that, under the present system, 
those with the lowest pay will 
not benefit in any way at Budget 
time.    

A simple solution exists to rec-
tify this problem: make tax cred-
its refundable.   This would 
mean that the part of the tax 
credit that an employee did not 
benefit from would be ‘refunded’ 
to him by the State. 

A PPF Working Group has been 
examining the feasibility of making 
this happen but its work has been 
painfully slow.    

G overnment ministers 
have constantly repeated 
the mantra that a job is 

the solution to poverty.   This 
mantra is untrue.   While those 
who get jobs that pay good 
wages will move out of relative 
income poverty immediately, 
the situation is very different for 
many who are in low-paid jobs. 

 

The growth in jobs over recent 
years has been dramatic and many 
have benefited from the rapid rise 
in the number of jobs available.  
However, it is important to realise 
that having a job is not, of itself, a 
guarantee that one lives in a pov-
erty-free household. 

The data from the ESRI’s Living in 
Ireland Surveys from recent years 
show that a substantial number 
of households headed by an em-
ployee are at risk of poverty.    
 
The percentage of this group living 
in relative income poverty stood at 
7.4% in 2000, the most recent year 
for which statistics are available 
(cf. Table 2 on page 6).   When we 
look at all those living in relative 
income poverty, 16.7% live in 
households headed by a person 
with a job.  This is a remarkable 
statistic.  Action is urgently re-
quired to address this problem.   
The most effective mechanism 
within the present system would 

be to make tax credits refundable.   
We address this proposal below. 
 
We have also seen that almost 
60% of those living in relative 
income poverty reside in house-
holds where the head of the 
household is not in the labour 
force.  They are ill or have a dis-
ability or are elderly or on home 
duties.   

 
Jobs are not a solution to their 
poverty.  The old mantra no longer 
applies in the majority of cases. 
Adequate social welfare payments 
are essential if this poverty is to be 
addressed in any meaningful way.  

Many employees on low pay live in poverty      

Tax credits should be made refundable 
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Merits of making tax 
credits refundable 

___________________________________
_ 

• Every beneficiary of tax 
credits can receive the full 
value of the tax credit. 

• It would improve the net 
income of employees 
whose incomes are lowest, 
at modest cost. 

• No additional administra-
tive burden need be placed 
on employers or the Reve-
nue Commissioners.  



disabilities living in poverty.   This 
issue should be addressed within the 
context of the Data Strategy devel-
oped as part of the National Anti-
Poverty Strategy process. 

 

There is also a strong case for 
switching to the use of median in-
come as the more appropriate meas-
ure of poverty (as Eurostat has done) 
and providing all data in this format 
while continuing to monitor the im-
pacts on mean income distribution 
as well.  

T here are major gaps in the 
data available on poverty in 
Ireland.  For example, there 

are very little data available on mi-
nority ethnic groups. 

    

The ESRI’s Living in Ireland Survey, 
does not specifically identify house-
holds headed by people with dis-
abilities .  Nor does the data identify 
people with disabilities within 
households, making it impossible to 
identify the number of people with 

“The outstanding faults 
of the economic society 
in which we live are its 
failure to provide for full 
employment and its ar-
bitrary and inequitable 
distribution of wealth 
and incomes.” 
 

John Maynard Keynes (1936) 

In the context of poverty there is 
another issue that also raises 
major questions, i.e. the issue of 
direct provision.  
    
At present a person who has ac-
cess to some resources in kind or 
in cash, through the social wel-
fare system or otherwise, has 
these taken into account in de-
termining entitlement to Supple-
mentary Welfare Allowance.  
 
Many asylum seekers are being 

provided with full board accom-
modation, all meals and other 
services.  This is known as 
’direct provision’.  In such cases 
the weekly allowance is €19.10 
per adult and pro rata for chil-
dren.   
This is completely inadequate 
and far below what is required to 
live life with dignity.   We  
strongly urge Government to in-
crease this allowance to €50 a 
week for adults in the forthcoming 
Budget.   

A sylum seekers are among 
the most excluded and 
marginalised in Ireland yet 

they are treated in a very unjust 
way by Irish society.  The single 
most important issue in this con-
text is the fact that they are de-
nied access to employment.  Re-
moving this restriction would 
have a major impact on reducing 
their poverty and exclusion.  We 
have addressed this issue in a 
previous publication and will re-
turn to it again. 

T he scandalous situation of re-
cent years which has seen the 
rich/poor gap widen and the 

numbers living in relative income 
poverty rise dramatically should 
never be repeated.   To ensure there 
is no repetition an ongoing review 
mechanism is required.    
 
The Social Welfare Benchmarking 
and Indexation Working Group 
(SWBIG) in its final report strongly 
urged that regular and formal re-
view and monitoring of the range 
of issues covered in its Report 
should be provided for.  The Group 
believed that this could best be ac-
commodated within the structures in 

place under the National Anti-
Poverty Strategy and the National 
Action Plan for Social Inclusion.   
 
The SWBIG Report envisaged that 
such a mechanism could involve: 
 
• review of any benchmarks/

targets and indexation method-
ologies adopted by Government 
to ensure that the underlying ob-
jectives remain valid and are be-
ing met; 

• assessment of such benchmarks/
targets and indexation method-
ologies against the various crite-
ria set out in the Group's terms 
of reference to ensure their con-

tinued relevance; 
• assessment of emerging trends 

in the key areas of concern - e.g. 
poverty levels, labour market 
performance, demographic 
changes, economic performance, 
competitiveness, etc.; 

• identification of gaps in the area 
of research and assessment of  
any additional research under-
taken in the interim. 

 
CORI Justice Commission strongly 
endorses this position and urges 
Government to ensure that such a 
mechanism is established forthwith 
and that it keep these issues under 
constant review. 

Ongoing review of poverty, social welfare,  
low pay and related issues is essential 

Data deficits must be addressed 

‘Direct provision’ for asylum seekers is unacceptable 
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T his Government's Budget 
decisions during its first 
five years in office have wid-

ened the rich/poor gap by €243 a 
week.    An analysis of the impact 
Government decisions have had on 
people's take -home income shows 
that each of this Government's five 
previous Budgets has widened the 
rich/poor gap substantially. The gap 
has now widened to the point where 
single people on £40,000 (50,790) a 
year have gained €243 a week 
more in their disposable income 
than long-term unemployed people 
over the past five years. 
 
In making these calculations we 
have included both pay increases 
and tax reductions as well as social 
welfare increases.   We have also in-
cluded the impact of the new savings 
scheme which better off people can 
access but which is beyond the 
reach of Ireland's poorest people. 
 
The impact of Government decisions 
on the take-home income of couples 
has been almost as striking.    
 
Chart 1 showshow much better off 
people are following the five budgets 
of the Fianna Fáil/PD Government 
during its first term of office. (For 
ease of reference we have included 
the £ and the € vaIues.) In making 
these calculations, it is essential 
that wage increases be included, as 
well as tax cuts and social welfare 
increases. Unemployed people gain 
nothing from tax reductions or wage 
increases. Consequently, when as-
sessing their position, it is essential 
that pay increases be included in the 
calculations. 
 
We have included the wage increases 
contained in the national agree-
ments (Partnership 2000 and The 
Programme for Prosperity and Fair-
ness) for the relevant years so that 
legitimate comparisons can be made. 
The numbers on Chart 1 are the 
gains over the full five  years. Overall, 
it illustrates how much people’s 
take-home incomes have increased 
over five budgets of the Fianna Fáil/
PD Government during its first five 
years in power. The outcome shows 

a dramatic widening of the rich/
poor gap, as each of the five budg-
ets gave substantially more to 
those who were better off than to 
those who were the poorest in 
Irish society.  
 

Single people who are long-term 
unemployed are €33 (£26) a week 
better off; those with incomes of 
£15,000 (€19,046) a year are €122 
(£96) a week better off; while those 
on £40,000 (€50,790) are €262 
(£206) a week better off. 
 
After five budgets, couples  who are 
long-term unemployed are €62 (£48) 
a week better off. Couples with one 
income earning £15,000 (€19,046) 
are €123 (£97) a week better off, 
while those on £40,000 (€50,790) 
are €241 (£190) a week better off. 
Over the same period, couples with 
two incomes earning a total of 
£15,000 (€19046) a year are €136
(£107) a week better off, while those 
with two incomes totalling £40,000 
(50,790) are €334 (£263) a week bet-
ter off. 
 

The gap between rich and poor has 
now widened by €243 a week. Chart 
1 shows that the disposable in-
come of single people who are 
long-term unemployed and those 
on €50,790 (40,000) a year has 
widened by €229 (£180) a week. 
The latter can also gain €14 (£11) 
a week from the Government’s 
Special Savings Investment 
Scheme, bringing their total gain 
up to €243 (£191) a week. 
 
The impact of Government decisions 
on the take-home income of couples 
has been almost as striking. After 
five budgets, couples who are long-
term unemployed are €61 (£48) a 
week better off, while couples with 
one income on £40,000 (€50,790) 
are €241 (£190) a week better off. 
The latter also benefit from the Sav-
ings Scheme, so the gap between 
them has widened by €194 (£153) a 
week. 
 
Widening the gap between 
the better off and the poor 

is unfair, unjust and bad for 
social cohesion. In making 
its decisions, Government 
has failed to honour the 
aims and objectives of the 
Programme for Prosperity 
and Fairness. These com-
mitted Government to 
building a fairer and more 
inclusive society. 

This Government has widened the rich/poor gap 
by €243 a week over the past five years 
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In late 2000, when 
inflation had sub-

stantially out-
stripped the projec-
tions on which the 

PPF was negotiated, 
Government negoti-
ated with the em-

ployers and trade un-
ions to get an im-

proved deal for those 
in jobs.   No such ad-

justments were 
made for Ireland's 
poorest people.  

This meant that in 
a difficult budget-
ary period it was 

the poor who paid.  
This must not be 

allowed to happen 
again in the Budget 

of 2003.  



CORI Justice Commission Briefing on Poverty, Low Pay and Social Welfare Page 11 

  



The CORI Justice Commission publishes regular briefings on a wide 

range  of public policy issues. 

The Justice Commission’s core areas of work are: 

• Public policy 

• Enabling and Empowering 

• Spirituality 

• Advocacy and Communication 

CORI Justice Commission has been a recognised social partner within 

the Community and Voluntary Pillar of Social Partners, since 1996.    

Comments, observations and suggestions on this briefing document 
and/or on any other aspect of the Commission’s work are always wel-
come. 

Tabor House, 
Milltown Park, 

Dublin 6 

CORI Justice Commission 
Briefing 

The need for change 

The present social welfare system 
has failed to eliminate income 
poverty in Ireland.  Despite the 
resources of recent years, a very 
large proportion of Irish society 
still lives in poverty.  Irish society 
needs a radical approach to en-
sure the inclusion of all Irish peo-
ple in the benefits of present eco-
nomic growth.   Basic Income is 
such an approach. 
 

Green Paper on Basic  

Income  

The publication of the Govern-
ment’s Green Paper on Basic In-
come provides a unique opportu-
nity to have this issue discussed 
in a fair and honest way in the 
months ahead.    
 
We strongly urge Government to 
support such a public discussion 
and encourage all those inter-
ested in building a fairer and 
more just future to participate 
fully in this ongoing debate.   

T he CORI Justice Commis-
sion has argued, for a long 
time, that the present tax 

and social welfare systems 
should be integrated and re-
formed to make them more ap-
propriate for the changing world 
of the 21st century.   To this end 
CORI has argued for the intro-
duction of a Basic Income Sys-
tem. 
 
What is a Basic Income 

A Basic Income is an income that 
is unconditionally granted to 
every person on an individual ba-
sis.  It is a form of minimum in-
come guarantee that avoids many 
of the negative side effects inher-
ent in social welfare payments.   
A basic income differs from other 
forms of income support in that: 
• It is paid to individuals rather 

than households. 
• It is paid irrespective of any in-

come from other sources. 
• It is paid without conditions.   
• It is always tax-free. 

Ten reasons to introduce a 
Basic Income system 

• It is work and employment 
friendly. 

• It eliminates poverty traps and 
unemployment traps. 

• It promotes equity and ensures 
that everyone receives at least 
the poverty level of income. 

• It spreads the burden of taxa-
tion more equitably. 

• It treats men and women 
equally. 

• It is simple and transparent. 

• It is efficient in labour-market 
terms. 

• It rewards types of work in the 
social economy that the mar-
ket economy often ignores,    
e.g. household work, child-
rearing etc. 

• It facilitates further education 
and training in the labour 
force. 

• It faces up to the changes in 
the global economy. 

Phone: 01  269 7799 
Fax: 01 269 8887 

Email: justice@cori.ie 
Website: www.cori.ie/justice 

Justice is a harmony which 
comes from fidelity to right 

relationships with God, 
people, institutions and the 

environment. 

Basic Income is a Better Answer 

We’re on the web 

www.cori.ie/justice 


