 







         19th May 2008
 
 
Dear Sir/Madam,
 
My submission relates to the first item on your list about implementing further changes to enhance the rewards of work while increasing the fairness of the tax system.
 
One area that needs to be looked from the point of view of fairness is the policy of individualisation.  This discriminates against families where one parent works at home full time caring for children. To illustrate the point, in the current year a family with both parents in employment can earn up to €78,000 at the standard rate of tax (20%) before going into the higher rate (41%) whereas a family with one parent in employment will start to pay tax at the higher rate (41%) on earnings over €44,400.
Although the home carer credit was introduced at the same time as individualisation in 2001 it has remained unchanged since 2002 at €770 (apart from an increase to €900 this year).  Compare that with the standard rate band increase for a two-income family from €14,000 in 2002 to €26,500 in 2008.
It is clear the tax system does not give due recognition to the unpaid work done by a parent working in the home looking after children.  In my opinion in the interests of fairness the tax system should at least be neutral in how it treats work inside and outside the home.  This could be done by way of adjustment to the standard rate band and/or home carer tax credit.
 
Furthermore I think this policy is flawed from both a social and economic point of view.
It is worth noting that in a recent poll published in the Sunday Independent on 13/04/08 the majority of people felt that having both parents employed full time is not good for the development of children.  So why is this encouraged by the taxation system?

Also according to the Central Statistics Office (CSO) population and labour force projections, up to one in four of Ireland’s population will be over the age of 65 by 2041.  Taking this together with a falling birth rate there will be an increased burden of taxation placed on a smaller workforce in order to finance social welfare payments and pensions.  The policy of individualisation will exacerbate this problem, as it will act as a financial disincentive against a parent working full time at home rearing children.

I trust you will take this submission into account as part of your deliberations.
 
Yours faithfully,

John Hanrahan
