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to the Commission on Taxation 

23 May 2008
Introduction

The Society of St. Vincent de Paul (SVP) is an international voluntary Christian organisation. We are the largest voluntary organisation of social concern and action in Ireland, with a wide variety of supports and services provided by our members. Through the direct work of our 9,500 volunteers we work with people experiencing a broad range of needs including poverty and isolation. As a result, SVP both witnesses and provides resources and solutions for households living on the margins.
The SVP has been concerned at changes to the tax code since 1999 and welcomes this opportunity to input our views to the Commission on Taxation.  The Social Justice Committee of the SVP has a mechanism for gathering the experience of the membership as it relates to issues of social policy and concern. This is known as the ‘From The Ground Up’ project team, and it takes samples of the experiences of our conferences throughout the country.  SVP conferences are increasingly responding to requests for assistance from individuals and families who are in employment, but who are finding it difficult to make ends meet.  As such, SVP is particularly concerned with the impact of changes in the tax code on people who are on low incomes.  The development of a more equitable tax system, which encourages economic activity while recognising the costs associated with taking up employment should contribute towards ‘making work pay’ for those on low incomes.  
A) Consider how best the tax system can support the economic activity and promote increased employment and prosperity while providing the resources necessary to meet the cost of public services and Government.
Refundable Tax Credits
As current government policy emphasises employment as central to addressing poverty, it is important to find ways of supporting economic activity and promoting increased employment while ensuring that the taxation system includes benefits for those on low incomes.  Our experience of receiving calls for assistance from the ‘working poor’ suggests that employment is only one part of the picture.  For example, the current taxation system means that people on low incomes may not benefit fully from the tax credits system.  CORI Justice
 points out that if a person does not earn enough to use up their total tax credit then they are not in a position to benefit from any tax reductions introduced in the budget.  Family Income Supplement, while effective for those who receive it, has a low take-up rate and excludes low wage families in certain categories. In light of these factors, we would ask that the Commission on Taxation consider the introduction of refundable tax credits, for low income workers and for low income families.  This would help to address the disincentives to the take up of low paid employment, and in addition, low paid employees and their families would be the main beneficiaries of refundable tax credits. 
Tax Relief Schemes
In the context of the development of an equitable taxation system being the overriding concern of the Commission, and in order to ensure that the necessary resources are provided to meet the cost of Government and public services, SVP asks that the Commission consider the elimination of some of the most inequitable tax relief schemes, in line with the recommendation of the Combat Poverty Agency
.  This would serve the purposes of both increasing the tax base and reducing inequity in the system.  
Tax reliefs or expenditures tend to be less able to track and are therefore less accountable than direct expenditures. They also tend to be highly regressive, as in the case of Mortgage Interest Tax Relief (MITR) and refunds on both medical expenses and nursing home charges. In the case of MITR, the relief is at the standard rate of tax (20%), and yet the outcome is very regressive. The work of the Commission needs to take this reality into account.
C) Examine the balance achieved between taxes collected on income, capital and spending. 
Under this area, SVP will comment on the balance between taxes collected on income and spending only.
Burden of indirect taxation
The Combat Poverty Agency
 notes that the proportion of direct tax take on earnings as a share of total tax income has fallen, while the take from indirect taxation has increased dramatically. The move away from direct taxes towards indirect taxation has a disproportionate impact on low earners due to the regressive nature of indirect taxation.  Using 2004 VAT excise rates, indirect tax payments for households in the lowest income decile were 20.6% of income, while the corresponding figure for the highest income decile was 9.6%
.  For the people we assist, a disproportionate amount of their budget goes towards the cost of food, gas and electricity, which has increased substantially in recent years. Also, many of the people we support live in rural areas and are dependent upon oil and transport costs, and these have risen dramatically. It is in this context that SVP demands no further increases in VAT or excise rates and that the emphasis on indirect taxation should be reconsidered.
Minimum Wage Earners
The SVP welcomes the ongoing commitment to remove those on the minimum wage from the tax net, and asks that tax credits continue to be increased to reflect increases in the minimum wage and so ensure that minimum wage earners stay out of the tax net.  
F) Investigate fiscal measures to protect and enhance the environment including the introduction of a carbon tax.
Carbon Tax
Whilst the SVP supports the ‘Polluter Pays Principle’, there is concern that many low-income households will experience further poverty due to the introduction of a Carbon Tax.  A carbon tax is likely to affect those using peat, coal and oil the most, in this order.  Carbon taxes are highly regressive, affecting those on low income disproportionately.  It is important to ensure that those on low incomes and those reliant on social welfare are protected from carrying the burden of a carbon tax, while at the same time avoiding any unintended incentive effects on fuel usage. The Society urges the commission to consider how revenue raised by the carbon tax should be best recycled in order to ensure that households on lower incomes are no worse off with the advent of a carbon tax. In this regard, SVP ask the Commission to look at the work of the ESRI
 on protecting poorer households in the context of a carbon tax.
An issue affecting a small population but which is nonetheless complex is rural consumers of peat / turf, mostly in the West. Some of these people are among the poorest and most isolated households in Ireland. These consumers will pay substantially more for briquettes, and the tax will impact on peat users more than any other type of carbon consumption. This may incentivise people to extract from local protected bogs. The administration of a carbon tax on processed peat, and the outcomes of this need to be closely monitored. 
The integration of the tax and welfare systems would allow Revenue to reduce this tax burden for those on lower incomes or social welfare payments.  It is also important to note that any fiscal measures to protect and enhance the environment should be complementary to measures taken to increase thermal efficiency in homes. Energy poverty differs from general poverty in that financial measures alone cannot solve the problem as many people spend large amounts of money heating their homes because they are not energy efficient. One possible approach is to use the revenues generated by the carbon tax for three distinct programmes: an income support initiative, either through the tax or welfare systems; an enhanced energy efficiency programme for low income households; and information campaigns on energy awareness and efficiency. This should be done in conjunction with improved enforcement of dwelling standards in the private rented sector, carried out by local authorities and committed to in social Partnership. 
Conclusion
SVP is seeking both a broad and an equitable tax system which aims to eliminate anomalies. We are concerned that those on the lowest incomes are often less likely to benefit from positive initiatives and developments in the taxation system, and recommend that a system of refundable tax credits be introduced in order to encourage economic activity and to allow those on low incomes to reap the full benefits of tax credits.  We challenge the emphasis on regressive indirect taxes as the main form of revenue income for the exchequer, due to their disproportionate impact on low earners, and recommend that the Commission investigate and eliminate inefficient tax reliefs which reduce the fairness of the taxation system.  It is also vitally important that those on low incomes and those dependent on social welfare and who are already experiencing energy poverty, are not exposed to further energy-related costs.  Although not explicitly mentioned in the terms of reference, we do recommend greater long-term integration of the tax and welfare systems, as committed to by the Programme for Government.  
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