SUBMISSION TO COMMISSION ON TAXATION
 

Introduction
 

With some regret I note that the remit of the Commission on Taxation does not directly include the issue of tax individualisation - an issue which I have criticised publicly on numerous occasions through published work on this area. (See here for a complete compendium of my published articles on that area http://www.johnpbyrne.ie/individualisation.html).

 

However, I will proceed to make this submission within the terms of remit of the Commission jointly under the following headings:

 

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 other Government outlays in the medium and longer term; 

 

review all tax expenditures with a view to assessing the economic and social benefits they deliver and to recommend the discontinuation of those that are unjustifiable on cost/benefit grounds; review all tax expenditures with a view to assessing the economic and social benefits they deliver and to recommend the discontinuation of those that are unjustifiable on cost/benefit grounds; 

 

and in particular:

 

examine the balance achieved between taxes collected on income, capital and spending; 

 

 
At the time when I began to excoriate the government policy of tax individualisation we were adversely affected by it – as a single income family. Since then my wife has entered academia and thus we are now a dual-income family. However, this will not prevent us from continuing to criticise the government for this anti-family fiscal measure introduced in Budget 2000 by a FF/PD coalition government. Further, my parents, for ten years now, have laboured under the burden of tax individualisation. 
I will not dwell on the pros and cons of tax individualisation here as they are extensively set out in the compendium of publications listed above – including the legality of the measure as treated in the article published in the Bar Review, the journal of the Barristers of Ireland, and accessible here http://www.johnpbyrne.ie/catalog.27.html
Rather, this submission will be brief and to the point.

Impact of Tax Individualisation
Considering the tax bands and the credits together the total potential difference between a married one-income and married two-income couple in 2008 was €6,474 where the one-income married couple have dependants and €7,374 where the married one-income couple have no dependants and are therefore not entitled to the Home Carers Credit. The breakdown is as follows:

TABLE 1.1 Tax Liability 2008 of Married Couples taxed under PAYE

	Gross Income 

€
	Tax Liability € (PAYE)

One-Income 

with Children

	Tax Liability €  (PAYE)

Two-Income
	Difference €



	43,000
	2,210

	1,280

	930

	44,400
	2,490

	1,560

	930

	50,000
	4,786

	2,680

	2,106

	60,000
	8,886

	4,680

	4,206

	68,000
	12,166

	6,280

	5,886

	70,800
	13,314

	6,840

	6,474



Table 1.1 shows the discrimination which one-income married couples face in the taxation system. A married one-income couple on €60,000, for instance, paid €4,206 more in income taxation than a two-income married couple whose combined income is €60,000. The highest point of the discrimination in 2008 fell on income at €70,800. Here the difference is a staggering €6,474 – a huge tax penalty against a high earning married one-income family. 

These figures for 2008 can be compared with the similar table for 2007 as follows:

TABLE 1.2 Tax Liability 2007 of Married Couples taxed under PAYE

	Gross Income 

€
	Tax Liability € (PAYE)

One-Income 

with Children
	Tax Liability €  (PAYE)

Two-Income
	Difference €



	43,000
	2,550

	1,560

	990

	44,400
	3,124

	1,840

	1,284

	50,000
	5,420

	2,960

	2,460

	60,000
	9,520

	4,960

	4,560

	68,000
	12,800

	6,560

	6,240

	70,800
	13,948

	7,708

	6,240



On comparing the two tables it can be observed that while there has been a general improvement in the tax liability of one-income married couples that improvement has been very modest. The table below shows the improvements between the 2007 and 2008 tables. Decrease marked in brackets.

TABLE 1.3 Tax Liability of Married Couples 2008 compared with Tax Liability of Married Couples 2007 taxed under PAYE

	Gross Income 

€
	Tax Liability € (PAYE)

One-Income 

with Children

	Tax Liability €  (PAYE)

Two-Income
	Difference €



	43,000
	340
	280
	60

	44,400
	634
	280
	354

	50,000
	634
	280
	354

	60,000
	634
	280
	354


	68,000
	634
	280
	354

	70,800
	634
	868
	[234]


Subsequent to the various budgets introduced by the government for 2009 the impact of tax individualisation continues to hit a one-income family harder than a two-income family. For instance, subsequent to the mini-budget in April 2009 a two-income family on 70k will be some €195 worse off per month, while a one-income family on the same gross salary will be some €250 per month worse off. 

Thus tax individualisation is inexplicably continuing to negatively impact on the one income family. 

Changes

Tax Individualisation is anti-family; it prevents a spouse from working in the home by penalising a family for making that decision. A spouse may wish to work in the home for a variety of reasons: care for a child, to study at university, a career break, or, owing to a deteriorating economic climate.

In those circumstances it is unjustifiable that a one-income family is, effectively, penalised by the taxation system for choosing to make an important life decision.

Further, considering the declining employment market, the conditions for the introduction of tax individualisation, as postulated by the government at the time, have all but collapsed. There is no reason to compel people to enter the labour market; nor can there be any equitable justification for a measure which fails to demonstrate on its face that it is fair.

Tax Individualisation prevents the transferability of unused income tax bands, and credits, from one spouse to another, and thus it subtly undermines the institution of marriage. It denies the rights of spouses to decide whether both should work in the greater economy, free from intrusion by the state, or whether one spouse should remain at home to care for a child in its formative years. As such the measure constitutes a violation of marital privacy.  Further, tax individualisation prioritises the individuals’ role in the workforce over the individuals’ role as a stakeholder in the community and in the family. 
For all of those reasons, and all those put forward in the various documents cited above, I would submit that tax individualisation be reviewed by the Commission on Taxation.
In particular I would urge the Commission to justify the measure, most particularly in the light of current economic conditions, and reach a conclusion on whether the policy is consistent with a regulatory framework which strives to remain ‘flexible, proportionate, and up to date’. 

Final Remarks

I trust that the Commission will review these points and will respond accordingly. 

_____________________________

JOHN PAUL BYRNE

Barrister-at-Law

April 8, 2009

� The number of children is not relevant for the purposes of this Table as the maximum Home Carers Credit that is available is €900 regardless of the number of dependants. Whether married two-income couples have dependants is also irrelevant for the purposes of this Table as those couples get the benefit of individualisation regardless of whether they have dependants or not.  


� Calculated as follows: €43,000 @ 20% = €8,600 less €3,660 (married tax credit) less €1,830 (Employee Tax Credit) less €900 (Home Carers Credit) = €2,210.


� Calculated as follows: €43,000 @ 20% = €8,600 less €3,660 (married tax credit) less (€1,830 x2) €3,660 (Employee Tax Credit x 2) less €900 (Home Carers Credit) = €1,280.


� Calculated as follows: €44,400 @ 20% = €8,880 less €3,660 (married tax credit) less €1,830 (Employee Tax Credit) less €900 (Home Carers Credit) = €2,490 


� Calculated as follows: €44,400 @ 20% = €8,880 less €3,660 (married tax credit) less (€1,830 x2) €3,660 (Employee Tax Credit x 2) = €1,560


� Calculated as follows: €44,400 @ 20% + €5,600 @ 41% = €11,176 less €3,660 (married tax credit) less €1830 (Employee Tax Credit) less €900 (Home Carers Credit) = €4,786.


� Calculated as follows: €50,000 @ 20% = €10,000 less €3,660 (married tax credit) less (€1,830 x2) €3,660 (Employee Tax Credit x 2) = €2,680


� Calculated as follows: €44,400 @ 20% + €15,600 @ 41% = €15,276 less €3,660 (married tax credit) less €1830 (Employee Tax Credit) less €990 (Home Carers Credit) = €8,886


� Calculated as follows: €60,000 @ 20% = €12,000 less €3,660 (married tax credit) less (€1,830 x2) €3,660 (Employee Tax Credit x 2) = €4,680.


� Calculated as follows: €44,400 @ 20% + €23,600 @ 41% = €18,556 less €3,660 (married tax credit) less €1830 (Employee Tax Credit) less €900 (Home Carers Credit) = €12,166


� Calculated as follows: €68,000 @ 20% = €13,600 less €3,660 (married tax credit) less (€1,830 x2) €3,660 (Employee Tax Credit x 2)  less €900 (Home Carers Credit) = €6,280


� Calculated as follows: €44,400 @ 20% + €26,400 @ 41% = €19,704 less €3,660 (married tax credit) less €1830 (Employee Tax Credit) less €900 (Home Carers Credit) = €13,314


� Calculated as follows: €70,800 @ 20% = €14,160 less €3,660 (married tax credit) less (€1,830 x2) €3,660 (Employee Tax Credit x 2) = €6,840.


� For the sake of clarification this figure is arrived at as follows: the maximum difference on tax bands between married one-income and married two income couples (€5,544) + the loss of the extra Employee Tax Credit (€1,830) less the benefit of the Home Carers Credit (€900) = €6,474.


� Calculated as follows: €43,000 @ 20% = €8,600 less €3,520 (married tax credit) less €1,760 (Employee Tax Credit) less €770 (Home Carers Credit) = €2,550 


� Calculated as follows: €43,000 @ 20% = €8,600 less €3,520 (married tax credit) less (€1,760 x2) €3,520 (Employee Tax Credit x 2) = €1,560


� Calculated as follows: €43,000 @ 20% = €8,600 + €1,400 @ 41% = €9,174 less €3,520 (married tax credit) less €1,760 (Employee Tax Credit) less €770 (Home Carers Credit) = €3,124 


� Calculated as follows: €44,400 @ 20% = €8,880 less €3,520 (married tax credit) less (€1,760 x2) €3,520 (Employee Tax Credit x 2) = €1,840


� Calculated as follows: €43,000 @ 20% + €7,000 @ 41% = €11,470 less €3,520 (married tax credit) less €1760 (Employee Tax Credit) less €770 (Home Carers Credit) = €5,420


� Calculated as follows: €50,000 @ 20% = €10,000 less €3,520 (married tax credit) less (€1,760 x2) €3,520 (Employee Tax Credit x 2) = €2,960


� Calculated as follows: €43,000 @ 20% + €17,000 @ 41% = €15,570 less €3,520 (married tax credit) less €1760 (Employee Tax Credit) less €770 (Home Carers Credit) = €9,520


� Calculated as follows: €60,000 @ 20% = €12,000 less €3,520 (married tax credit) less (€1,760 x2) €3,520 (Employee Tax Credit x 2) = €4,960


� Calculated as follows: €43,000 @ 20% + €25,000 @ 41% = €18,850 less €3,520 (married tax credit) less €1760 (Employee Tax Credit) less €770 (Home Carers Credit) = €5,420


� Calculated as follows: €68,000 @ 20% = €13,600 less €3,520 (married tax credit) less (€1,760 x2) €3,520 (Employee Tax Credit x 2) = €6,560


� Calculated as follows: €43,000 @ 20% + €27,800 @ 41% = €19,998 less €3,520 (married tax credit) less €1,760 (Employee Tax Credit) less €770 (Home Carers Credit) = €13,948.


� Calculated as follows: €68,000 @ 20% + €2,800 @ 41% = €14,748 less €3,520 (married tax credit) less (€1,760 x2) €3,520 (Employee Tax Credit x 2) = €7,708


� For the sake of clarification this figure is arrived at as follows: the maximum difference on tax bands between married one-income and married two income couples (€5,250) + the loss of the extra Employee Tax Credit (€1,760) less the benefit of the Home Carers Credit (€770) = €6,240


� The number of children is not relevant for the purposes of this Table as the maximum Home Carers Credit that is available is €770 regardless of the number of dependants. Whether married two-income couples have dependants is also irrelevant for the purposes of this Table as those couples get the benefit of individualisation regardless of whether they have dependants or not.  





