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The deteriorating economic situation in Ireland has led to a closer analysis by Government of all welfare
payments, including those targeted at children. In the Supplementary Budget, delivered in April 2009,
Minister for Finance, Brian Lenihan TD made his intention to tax the Child Benefit payment clear: "The
Government does not think that it is fair to pay the same level of benefit irrespective of the level of
income of the recipient. For that reason, the Government has decided that child benefit will be means-
tested or taxed in the Budget for next year."

The Alliance believes that to tax or means-test the Child Benefit would demonstrate a failure by
Government to recognise its unique value to families and children.

Child Benefit payment is a clear statement by the Irish State, that it values all children in Ireland equally.

Taxing or means-testing this payment would demonstrate that it does not. Our arguments against

taxing or means-testing the Child Benefit payment are summarised below, and outlined in more detail

later in this paper.

® Horizontal equity: Child Benefit is a payment that reflects our values as a society. Itis based on the
principle of horizontal equity: income is distributed from those without children to those with
children. Taxing or means-testing the payment undermines this principle.

*  Child Benefit is children’s money: This is recognised by the Irish Supreme Court.

* Associated administrative costs: Taxing or means-testing Child Benefit would be a costly
administrative exercise as it would require policing of family and tax status of those in receipt of the
payment, and could generate more cost than savings.

* Potential political fallout: Taxing or means-testing Child Benefit would be deeply and politically
unpopular, it indicates that Government does not value parents’ role in raising their children.

@hy Child Benefit should not be taxed or means-tested j

Horizontal equity

Child Benefit is a payment that reflects our values as a society; its universality demonstrates that
children are cherished and that the Irish public wants to support their wellbeing. The Child Benefit
payment is based on the principle of horizontal equity: income is distributed from those who do not
have children to those who do, based on an understanding that those with children have higher costs
than those without and therefore require additional financial support. Still, some consider having
children to be a choice taken by some and not by others. They see the rearing of children as a private
choice rather than a collective responsibility. Yet this position fails to acknowledge that in economic
terms children are a ‘merit good’: children have value to others, beyond their family, as future taxpayers
and workers. In this sense, the Child Benefit payment reflects a lifecycle approach: individuals without
children pay into a common pot, for a time when they may have children and will receive the payment
or for the time when children, who have become adults, will help pay their pensions. Put aptly by Frank
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Field, MP in England: “I may not have children; but | need someone to have them if my pension is to be
gl
paid.

Child Benefit is children’s money

Child Benefit makes up part of a pot of Exchequer money dedicated to children and supporting
childhood. Put simply, it is children’s money. Legal opinion supports this; child benefit is regarded as
the legal income of the child. Supreme Court judgments in 1980 and 1989 hold up the view that Child
Benefit should be considered the income of a minor.” The law recognises the reality that children are
wholly reliant on society — through families, communities, services and institutions — for a positive
experience of childhood. Meanwhile, real life experience, demonstrated by UK research, shows that
Child Benefit is generally paid to mothers and spent on children.?

Associated administrative costs

There are potentially significant administrative costs and concerns associated with taxing or means-
testing the Child Benefit payment; either option would require mammoth changes to the existing
system, along with ongoing staffing and maintenance to ensure its correct implementation. The
administrative issues associated with changing the payment are outlined below:

a. Defining a household

Taxing Child Benefit according to ‘household’ status is fraught with difficulty. The Irish tax system allows
people to be taxed as individuals or as couples, according to their preference. This means that the
system cannot identify all married couples, though it can identify some. Co-habiting couples, or those
that are divorced or separated, present further difficulties, and ensuring their payment of the
appropriate tax on the Child Benefit payment would require ongoing policing of their living
arrangements. Equally, PAYE workers may be easily picked up by the Revenue Commissioners, but the
self-employed, farmers and others who fill in their own tax receipts may not be so easily assessed; they
too would require additional monitoring. The simplest solution in this instance would be to tax the
person who receives the payment — usually the mother — based on her earnings. But this risks
introducing a tax on working women, while excluding non-working women, many of whom may have
spouses who earn. Officials have also noted with concern that this option could discourage women
from taking up low paid work.’

b. Building a responsive system

Means-testing presents additional difficulties. Its introduction would oblige each family entitled to
receive Child Benefit to submit household and income data regularly to determine their eligibility for the
payment. If household income changed during the year the system would need to respond instantly to
reflect the changed circumstances of the family. Equally, families with unpredictable incomes — those in
and out of work over the course of the year, or the self-employed — would require additional monitoring
and responses, and may risk having to pay back money received to the welfare system if their income
predictions proved incorrect. The risk of poverty for children in such a complex and unpredictable
system is high. Difficulty defining a household (outlined above) is also an issue with means-testing, as is
ensuring equity between different types of households with different combinations of income and
assets. Creating poverty traps is a further concern; families may choose not to work in low paid or part-
time work, as their earnings from work could push them over the eligibility threshold for the Child
Benefit payment. Growing up in homes where parents are employed is deeply advantageous for
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