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Summary 
_________________________________________________________________________ 

 

Unite’s proposals for Budget 2015 will: 

 

 Put €800 million in the pockets of low-average income earners through 

targeted tax reductions and increases in basic social protection rates 

 

 Increase wages among the low-paid through a higher National Minimum 

Wage and targeted pay increases for low-paid public sector workers 

 

 Relieve the pressure on incomes by not implementing water user charges 

 

 Create over 10,000 jobs through an increase in public investment 

 

 Start rolling out 10,000 affordable childcare places (with fees reduced by up 

to two-thirds) 

 

 End the inhumane Direct Provision system 

 

 Ring-fence spending for Social Housing construction 

 

 Increase expenditure on public services, resulting in higher employment in 

the public and private sector 

 

 End the scandal of a 100 percent marginal tax rate that many low-paid 

workers face 

 

 Equalise the tax treatment between public and private sector pensioners 

 

Unite’s proposals will increase GDP growth, boost employment and keep our public 

finances below the Maastricht threshold. 

 

There is an alternative – one based on expansion, job creation and equity. 
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Introduction 
_________________________________________________________________________ 
 

The debate over the upcoming budget is missing the point.  Rather than debating the 

amount of austerity that might or might not happen; or the different variety of tax 

cuts that may not or may not materialise; rather than debating abstractions over 

how much or how little room the Government has to manoeuvre in – we should be 

debating in which direction we should be launching the economy, who should 

benefit and how we can create a recovery that benefits working people. 

Ever since the crisis began, Unite has argued for an alternative to austerity – a 

programme which forced workers pay for the crisis that started in the private 

financial sector.  Our alternative has been based on an expansionary approach to 

economic and budgetary policies – driving investment and boosting the living 

standards of low-average income earners.  That alternative is more relevant than 

other.  Otherwise, workers will end up paying for the recovery. 

We shouldn’t be under any illusions – the Government has projected that spending 

on public services and investment will continue to fall in real terms up to 2018.  This 

is austerity under-the-radar, using inflation to squeeze living standards.  There is no 

end to austerity, just a change in how it is delivered. 

That is why we need a smart budget, based on increasing taxation revenue from 

those sectors that can afford it the most while doing least damage to the domestic 

economy.  We need smart taxation measures to remove inequities that 

disproportionately burden the low-paid.  We need targeted expenditure measures 

for homelessness, social protection recipients and those in deprivation; for public 

services – especially affordable childcare – and for the low-paid in the public sector.   

Unite’s proposals are intended to assist that alternative – a recovery for working 

people. A working recovery. 

 

JIMMY KELLY 

Regional Secretary 

Unite the Union 
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1. Recovery for Some, Stagnation for Most 

_________________________________________________________________________ 

 

Despite the rhetoric, the Irish economy remains in a medium-term period of stagnation.  
Following the collapse from 2008 to 2010 – caused by the crisis in the private financial sector – 
the economy has flat-lined.  All the main components of the domestic economy – investment, 
consumer spending and public service expenditure – remain stuck to the floor.   

 

 
 

This ongoing stagnation can be seen in the recent employment figures which show job creation 
growth to have collapsed (see box). Unemployment is falling but this is due to large-scale 
emigration (in the last five years one-in-seven young 
people has emigrated due to the recession).  Real 
weekly incomes fell over the last year by nearly 1.5 
percent (after inflation), putting further pressures on 
households – especially those heavily in debt. 

 
The deficit is falling but this shouldn’t be surprising.  
Successive governments have implemented over €30 
billion in spending cuts and tax increases but the 
underlying primary balance (excluding interest 
payments) has only fallen by only €10 billion.  This 
makes the Irish austerity programme one of the most 
wasteful and inefficient pursued by any Government. 
 
The Irish people are being offered a false narrative.  
While future projections grow every rosier, present reality provides a sharp contrast. The 
recovery taking place is isolated and has not spread to workers.   For instance, while incomes of 
managers and professionals have increased over the last three years, all other employees are 
still seeing their incomes falling further.   Coming off one of the worst recessions suffered by any 
EU country, this is not good enough.  If we don’t change course, the damage caused by the crash 
and years of austerity will remain unrepaired and we will remain stuck in the austerity-trap. 
 
Fortunately, we have a choice.   
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Domestic Demand:  2007 - 2014 

The Collapse in Jobs Growth 
 

Why did jobs growth collapse – from 
30,500 in the first half of last year to 

5,500 this year?  Simple:  the job 
numbers last year was inflated by the 

CSO’s revision of their household 
survey sampling base, something they 
do after every census.  They warned 
against interpreting growth trends in 
2013.  Therefore, Government claims 
that 60,000 jobs were being created 

were just spin.  And so far this year job 
numbers are barely growing. 
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2. A New Growth Framework 
_________________________________________________________________________ 
 

The Government has made it clear that they will continue the austerity programme up to at 
least 2018.  In their latest Stability Programme Update they project total public expenditure to 
fall, in real terms, by up to 5 percent.  However, this masks even deeper cuts.  State pension 
payments will rise substantially.  Therefore, to reduce overall expenditure, in the context of 
rising spending on the elderly, other areas will have to be cut further in real terms – public 
services, non-pension social protection, and investment. 

The reason for the continuing austerity is two-fold: 

 First, after years of spending cuts (in particular, investment) and tax increases the 
productive capacity of the economy has been severely damaged – undermining its ability 
to generate revenue. 
 

 Second, the Government is intent on eliminating the deficit by 2019 – a policy that is 
wholly unnecessary and economically reckless. 

The task is to both reverse the damage that past austerity has imposed on the economy and to 
release resources to invest in our economic and social infrastructure.  This requires a new 
Growth Framework. 

Austerity’s Legacy 

Ireland’s austerity programme was one of the most wasteful and inefficient that could be 
constructed.  Over €30 billion of austerity measures were introduced but the underlying primary 
balance fell by only €10 billion.  Only a third of the spending cuts and tax increases actually 
ended up reducing the deficit.  The remaining two-thirds represent the damage to the economy 
– falling GDP, consumer spending and employment.  On the Government’s own, albeit 
conservative, estimate, over €15 billion has been ripped out of the economy – representing lost 
jobs, income cuts and bankrupt businesses. 

That the Government intends to continue its austerity programme (below-the-inflation-radar) 
suggests that economic growth and job creation will continue to be depressed.  This is the 
future that is being planned. 

An Alternative Budgetary Scenario 

Unite is proposing that the deficit be 
maintained at an average 2.5 percent 
of GDP up to 2020.  This is necessary 
to begin repairing the legacy of 
austerity and to work towards a full-
employment, high-income economy.  
The benefit is that it would boost 
GDP, employment and incomes while 
maintaining our adherence to the 
Stability and Growth Pact and the 
Fiscal Treaty requirements. 
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By abandoning the Government’s 2018 deficit target, there would be more resources for 
investment.  This would increase GDP – by 8 percent above the Government’s projections.  This 

increased GDP will result in higher 
employment and incomes. 

The new deficit target of 2.5 
percent would mean additional 
borrowing. This will add to the 
nominal debt (the actual amount in 
Euros).  But because GDP has 
increased, the debt – as a 
percentage of GDP – will fall.   In 
other words, the debt burden 
would be lower than under the 

Government’s own projections. That’s what an investment-based strategy can do – increase 
growth, employment and incomes while reducing debt levels. 

More Resources 

The New Growth Framework would not only boost growth and reduce the debt burden.  It 
would free up resources for public services (e.g. affordable childcare, pre-primary education, 
primary health care) and income supports (e.g. pay-related pensions and unemployment 
benefit, a new family leave benefit).  While we project public investment to rise, the net cost of 
that rise will be much lower.  Every €1 billion in investment costs the state less than €250 million 
over a seven-year average, since investment increases tax revenue and lowers unemployment 
costs.  Therefore, there will be extra resources within our deficit limits to increase spending on 
public services and income supports. 

 Short-Term Constraints 

Successive Governments squandered the opportunity to introduce a temporary investment 
programme.  In 2009 Unite called for a five-year €15 billion investment programme, financed by 
cash balances and the National Pension Fund, which would have given a permanent boost to 
GDP and deficit-reduction.  This programme could have been phased out by 2015, making it far 
easier to reach our deficit targets and reduce the need for spending cuts.  Now we are faced 
with a stagnating economy and the need to reach our 3 percent deficit target next year.  This 
submission shows how we can start making headway against unemployment and low incomes 
while at the same time establishing a new platform for growth in the coming years. 
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3. Investment, Investment, Investment 
_________________________________________________________________________ 

 
The long-term success of any economy is directly related to the level of investment.  On this 
measurement, Ireland is falling well behind other Eurozone countries. 
 

 
 
Total investment in the economy has suffered from massive cuts in the state’s investment 
programme (a fall of 50 percent since 2008).  But it has also suffered from a long-term, chronic 
low level of corporate investment – despite our ultra-low corporate tax rates and plethora of tax 
reliefs. 
 
In the decade prior to the crash, the annual average rate of corporate investment in Ireland was 
8.5 percent of GDP. The EU average was 11.5 percent.  The average for our peer group – other 
small open economies – was 12.3 percent. 
 
Given our fiscal constraints and the failure of successive governments to launch a temporary 
investment programme as discussed previously, resources will be limited for 2015. 
 
Unite is proposing a three step strategy to 
increase investment: 
 
1) Increase public investment by €900 million 
in 2015 
 
2) Petition the EU Commission to exempt an 
emergency Social Housing Investment Programme 
from the Stability and Growth Pact requirements 
(see box) 
 
3) Increase investment over the long-term to 
5 percent of GDP 
 
The building block of a prosperous economy is 
investment.  Now is the time to start. 
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Eurozone Ireland

Social Housing 
 

We are experiencing a profound and 
endemic social housing crisis.  Over 90,000 
are waiting for a stable permanent home – 

in some cases for five years or more. 
 

The Government should petition the EU 
Commission to exempt an emergency once-

off €2.5 billion social housing investment.  
This would be treated in the same way as a 

special bank payment (i.e. bailout).  The 
expenditure would temporarily add to the 

deficit but the EU would not treat it as 
violation of the fiscal rules.  The special 

investment would end in 2016 and replaced 
with a new public agency that would build 
social housing ‘off-the-books’ (similar to 

Irish Water).  This new agency would take 
over social housing build. 
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4. Taxation and the Great Misdirection 
_________________________________________________________________________ 

 

The debate over whether we are ‘taxed’ too much or too little misses the real point:  workers 
are paying for massive tax breaks for employers and the corporate sector.  While the public 
debate is taken up with marginal tax adjustments, the corporate sector pockets ultra-low tax 
rates. 
 

 
 
While employees’ combined income tax and PRSI contributions are close to the EU level, 
employers’ enjoy massive tax breaks.  Employers’ social insurance (PRSI) is less than half the EU 
level while corporate tax revenue is nearly 60 percent lower. 
 

 If Irish employers made the same level of contribution as their European counter-parts 
– they would be paying €11.8 billion more than they are paying now.   

 
Had employers made the same level of contribution as employers in other countries, not only 
would Ireland have avoided the worst of the crisis, there would be considerably more resources 
for public services, income supports and investment.  Ireland would be a different, better 
country. 
 
So the debate over tax rates, tax bands and tax reliefs misses the larger picture – that the ultra-
low level of employers’ tax and insurance contributions is forcing workers’ to disproportionately 
carry the burden for financing economic and social expenditure.   
 
The Challenge Ahead 
 
We face many challenges ahead in reforming out tax system. 
 

 First, mobilise resources to invest in our social and economic infrastructure – affordable 
childcare, broadband, green energy, guaranteed pensions, pre-primary education and 
poverty reduction. 

 Second, mobilise these resources through the growth, employment and a greater 
contribution from the corporate sector. 

 Third, shift the balance of personal taxation from income tax to social insurance – in 
order to fund public services (e.g. free health care) and stronger income supports.  An 
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example of this is the proposal to create a new pay-related unemployment benefit 
(discussed below).   

 Fourth, remove the inefficiencies from our taxation system 

 Fifth, ensure that any adjustments in Budget 2015 are the most effective at boosting 
growth; in particular, consumer demand. 

 
The Irish economy does not need less taxation; it needs better and more equitable taxation. 
 
 

THE DEBATE OVER THE STANDARD RATE TAX BAND 

 
The debate over the standard rate tax band is misinformed.  While it is correct to say that 
workers enter the top tax rate at a much lower wage level than other EU countries, this isn’t the 
full story. 
 
1) Almost all other EU countries have more than the two rates Ireland has.  Austria has four 
tax rates, Belgium has five, Finland has four, the Netherlands has four while Spain has seven.  In 
other countries, income tax payers go through a number of different tax rates between the 
standard and the top rate of tax. 
 
2) The marginal tax rate for below-average earners is much higher in other countries. 
 

Marginal Tax Rate at €30,000 
 

      

Belgium 
 

Italy Netherlands Germany Austria Finland Denmark Spain  Ireland 

55% 
 

53% 53% 47% 44% 43% 41% 34%  31% 

 
If those politicians and commentators want the Irish tax structure to mirror those that exist on 
the continent – where income taxpayers don’t reach the top rate of tax until much further up 
the income scale – then they should be honest with people and point out that tax rates on 
below-average earner would have to rise substantially. 
 
3) The Minister of Finance has stated that only 18 percent of all people in employment 
would benefit from extending the standard rate tax band.  1.6 million people in work wouldn’t 
benefit.  And this doesn’t count households reliant on Social Protection expenditure (e.g. 
pensioners, unemployed, people with disabilities, lone parents, etc.).  Therefore, only a small 
proportion of households would receive a gain from extending the standard rate tax band.   
 
Further, such a tax cut would be economically inefficient.  All high-earners would gain from this 
tax cut.  However, they would spend very little (most are savers).  So, in terms of boosting 
consumer demand, extending the standard rate tax band would be wasteful. 
 

* * * 
 
The misrepresentations about tax rates obscure the larger picture.  That workers’ are paying 
their share in the economy – but employers are not. 
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5. Tax Reform that Grows the Economy  
_________________________________________________________________________ 
 

Many Government Ministers and commentator refer to ‘tax reform’ when what they actually 
mean is tax cuts.   And when talking about helping hard-working families, what they actually 
mean is that workers subsidise their own tax cuts which will ultimately result in falling living 
standards. How will tax cuts reduce the high level of deprivation in society?  Or reduce childcare 
fees to European levels (i.e. cut them by two-thirds)?  Or assist the elderly with more home 
supports?  Or create a first-class primary health system?  Or provide universal pre-primary 
education?  Or guarantee pay-related pensions? 
 
Tax cuts will do nothing to build programmes that could lift our living standards to European 
levels – nothing except reduce the resources needed to invest in those programmes. 
We need to end this populist, auctioneering tax-cut politics and have an open and honest 
dialogue with people.   
 

 Taxation, primarily on the corporate sector, will have to rise if we are to mobilise the 
resources needed to boost workers’ living standards. 

 

 We must reform inefficient taxation in order to promote equity.  We can start now. 
 
This sets the context for Unite’s Budget 2015 tax proposals. 
 
Taxation Measures 
 
Unite is proposing a number of revenue-raising measures primarily focused on capital income 
and high-earners.  These include a wealth tax, increases in Capital Acquisition Tax revenue, 
reduction in pension tax relief (through limiting the pension pot and/or reducing the annual 
contribution limits) and reducing the tax relief landlords receive on their interest payments.  In 
particular, we want to phase out the levy on pension funds over three years, rather than end it 
in one – which will temporarily boost government revenue.   
 
These measures – which would raise over €1 billion in 2015 – would not only finance investment 
in our economic and social infrastructure, they will help fund targeted tax reforms which will 
impact primarily on low-average incomes.  We are proposing three reforms: 
 

 Refundable Tax Credits for low-income earners:  currently, many low-paid households 
cannot avail of their full tax credits because their income is too low.  Making these 
credits refundable will boost the incomes of low-paid workers. 

 

 Reform Entry Thresholds into PRSI:  When low-paid workers enter PRSI they are liable 
for their entire income – which means that they face a marginal tax rate of over 100 
percent.  In effect, they lose money when they receive a pay increase.  The cost of 
remedying this would be very small (€25 million). 

 

 Do not implement the proposed water user charges:  the imposition of water charges 
will have a major impact on households – especially low and average income-earners – 
and result in significant hit to the consumer economy.  Many people will struggle to pay 
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these inequitable charges and may experience water-poverty.  It is not too late to 
abandon this inefficient and inequitable charge. 

 

 Equalise the USC treatment between public and private sector pensioners:  A little-
known anomaly sees a public sector pensioner on €25,000 paying €324 in USC; a private 
sector pensioner on that same amount pays nothing.  All pensions should be treated 
equally for tax purposes.  Therefore, the USC on public sector pensioners should be 
equalised to that of their private sector counterparts. 

 
Together, these taxation measures will cost €500 million and, because they are targeted at low-
income households, will boost domestic demand, employment and wages in the economy. 
 
 

The Household Impact of Water Charges 

 
As a rule, user charges are regressive.  This is because the necessary minimum expenditure on 
the particular service makes up more of the income of low-income earners than high earners.  
We can see this from the distributional impact of waste collection charges.  The following is 
taken from the CSO’s Household Budget Survey. 
 

 
 
The lowest 10 percent income group paid more than five times the amount the highest 10 
percent paid – as measured as a percentage of disposable income.  It is low and average income 
earners who bear the brunt of this charge.  While free allowances and the Household Benefit 
Package top-up may slightly mitigate the highly regressive impact of water user charges, there is 
little question that it will remain inequitable.  Therefore, abandoning these charges will have a 
highly positive impact on consumer spending and growth. 
 
We need to reform the way that we finance water services: in particular, to remove investment 
from the state books (which is what setting up a public enterprise company can potentially do).  
However, these charges are neither efficient nor equitable – and that they will have to double in 
order achieve the goal of non-government investment-financing is something that has yet to 
impact on the public debate.  The Government should return to the proverbial drawing board 
and create a system that is equitable, based on general taxation, disincentivises conspicuous 
water consumption and finance investment off-the-books. 
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6. Investing in Living Standards 
_________________________________________________________________________ 
 

Irish society has undergone considerable damage from the financial crisis and the subsequent 
years of austerity.  This can be seen in the alarming rise in deprivation. 

More than one-in-four of all people 
suffer multiple deprivation 
experiences – over 1.2 million people. 
The numbers suffering deprivation 
has nearly doubled in the four years 
since the start of the crisis. Nearly 
one-in-three children live in 
households suffering deprivation 
while one-in-six people in the 
workforce experience deprivation 
(which show that deprivation is not 
confined to households dependent 

on social protection expenditure) – a figure which has more than doubled in the last four years. 

Social Protection rates have fallen in real terms (after inflation) under this Government.  If rates 
are not increased in 2015, they will have fallen by 4 percent in the last four years.  And this 
doesn’t count the cuts in Child Benefit, Lone 
Parent payments and other programmes. 

Public services continue to deteriorate.  
Expenditure on public services has fallen by over 
15 percent since the crisis began whereas as in 
Europe expenditure has increased by nearly 12 
percent.   

This explains why the EU Commission shows Irish 
living standards as being closer to Greece than to 
most other EU-15 countries.  Irish living standards 
are 11 percent below the EU-15 average – and 
have fallen faster than any other country, bar 
Greece, since the crisis started began. 

Repairing this damage, never mind finding the 
resources to promote prosperity, is a long-term 
task.  Budget 2015 needs to start this drive. Unite 
proposes two broad adjustments: 

 Increase expenditure on public services by 2 percent.  This will exceed inflation and 
provide a real increase in resources for public services but these resources should be 
directed at the most productive areas; for instance - primary health care and pre-
primary education.   

There are two particular areas of public services that need to be urgently addressed. 
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Affordable Childcare 

The reason childcare services cost substantially less in other EU countries is because they are 
treated as a public service, provided at below economic-costs.  This is the model Ireland should 
adopt.   There should be a roll-out of a minimum of 10,000 childcare places in 2015 as a first 
step.  We define ‘affordable’ as a maximum of €250 per month (compared with prices in Dublin 
that can be as high as €800 to €900).  The actual cost of this roll-out would be minimal after the 
increase in employment, non-wage consumption (buying in goods and services) and the 
consumer demand released through the substantial reduction in fees.  And for the families using 
affordable childcare places, the reduction in fees would dwarf any tax cut. 

Direct Provision 

There is an emerging consensus that direct provision for asylum seekers must be reformed.  
Direct provision is an assault on people’s dignity and living standards and is extremely poor 
value in terms of the costs.  In keeping with the Irish Refuge Council’s recommendations(‘Direct 
Provision’: 2013), we should now allow asylum seekers full access to all relevant Social 
Protection programmes, the labour market and education services.  The cost is minimal but the 
benefit to those affected – and to wider society (which gains from the skills and educational 
achievements) – is substantial.  

 

The Economic Benefits of Affordable Childcare 

Introducing affordable childcare can provide a real boost for families and the economy.  The 
following, again, uses a stylised estimate of the impact of affordable childcare using NERI data.  
We propose 10,000 affordable childcare places (at €250 per month) as the first step of a nation-
wide rollout. 

Net Impact of Rolling-Out 10,000 Childcare Places 
 

Gross Cost 
(€ million) 

Net Cost 
(€ million) 

 

Employment 
 

135 52 2,500 
 

 

While the gross cost is €135 million, the net cost to the state is only €52 million.  The difference 
represents the increased tax revenue from employment and demand, and the reduction in 
unemployment costs.  This does not include the capital costs of building childcare facilities. 

However, there are further gains.  If a household finds their childcare costs falling from €800 per 
month to €250, most of the saving is likely to be spent in the consumer economy – giving a 
growth and employment boost that is not captured in the above data.   This would reduce the 
net cost even further. 

Even if the net cost remained at €52 million, this is equivalent to pennies behind the sofa in 
Exchequer spending, amounting to only 0.03 percent of GDP.  It is so fractional it wouldn’t even 
show up on the deficit accounts.   

While the debate is focused on how much public services cost, the real question we should be 
asking is whether this is a good price.  In regards to affordable childcare it is an irresistible price. 
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7. Incomes and Wage-Led Growth 
_________________________________________________________________________ 
 

It’s not that overall taxation levels are 
too high; it’s that incomes and wages 
are too low.  Irish employee 
compensation is well below the EU-15 
average and even further below the 
average levels of our peer group – other 
small open economies.   

Average employee compensation in the 
market economy (essentially the private 
sector) is 14 percent below the average of other EU-15 countries.  In the hospitality sector 
(hotels and restaurants) average compensation is 19 percent below average.  Low-paid workers 
in Ireland are really low-paid when compared to other European countries.  And when 
compared to our peer group – other small open economies – we are even more below average. 

A large part of this under-performance is the 
ultra-low social wage level. The social wage is 
that part of the employees’ pay that goes into 
the Social Insurance Fund.  In other EU 
countries the social wage helps pay for free 
healthcare and heavily subsidised prescription 
medicine, pay-related unemployment benefit, 
pay-related state pensions, stronger family 
supports (maternity, paternity and family leave 
benefit) and other income supports.  Because 
of Ireland’s low social wage, Irish workers are 
denied these benefits. 

The table shows the Irish social wage near the 
bottom.  Unless it is increased we will be faced 
with two choices – either workers carry the full 
burden of providing improved public services 
and income supports or these will not be 
forthcoming.   Unite believes this is 
unacceptable.  Workers paid for the recession.  

It is time employers and the corporate sector pay for the recovery. 

Unite is proposing four measures to boost income and wages: 

 Increase basic Social Protection rates by €5 per week per single person and €8.30 per 
week for a couple.  This will represent a real increase in 2015 and start to recoup the 
cuts in past years. 

Given the high propensity to spend by those reliant on Social Protection income, almost every 
Euro increase they receive will be returned to the domestic economy in the form of consumer 
spending.  The money will end up in the cash registers of businesses all over the country, 
boosting business income and employees’ wages. 
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 An increase in the National Minimum Wage of €1 per hour; from €8.65 to €9.65. 

The Minimum Wage has not been increased beyond its 2007 levels.  While we welcome the Low 
Pay Commission this should not be used to postpone the wage increase.  A wage increase is 
urgent – not only for low-paid workers but for the economy. The Minimum Wage increase will 
only apply to employers who can afford it as there is ‘inability to pay clause’ built into the 
legislation – which allows companies that are in genuine trouble to postpone the increase.    

 An increase in Employers’ PRSI to pay for a new pay-related unemployment benefit 

We will need to phase in a substantial increase in employers’ PRSI over the medium-term.  To 
minimise the impact on domestic businesses and low-average income employment in the short-
term, the increase in employers’ PRSI to 18.75 percent should be focused on salaries above 
€100,000.  This would confine the contribution to large enterprises and the traded sectors 
where such an increase would have only a fractional impact.  However, enterprises reliant upon 
domestic demand would benefit.  The increase in employers’ PRSI would inject €150 million into 
the economy through the new pay-related benefit. 

 Targeted Increases for Low-Paid Public Sector Workers.   

The original Croke Park Agreement bound the Government to prioritise low-paid workers once 
the process of rolling back the wage cuts begin.  Unite believes, as a first step towards full wage 
recovery, the Government should start increasing the wages of approximately 80,000 low-paid 
public sector workers.  

 

The Economic Benefit of Increasing the Social Wage 

Increasing employers’ PRSI on high incomes will limit the economic and fiscal loss, ensuring that 
the economy and Exchequer will be the overall beneficiary from the introduction of a new pay-
related unemployment benefit.  The following stylised table is based on the Nevin Economic 
Research Institute’s impact assessment. 

Net Impact of Introducing Pay-Related Unemployment Benefit – Financed by Increase in 
Social Wage 
 

GDP 
(€ million) 

Consumer Spending 
(€ million) 

Employment Deficit 
(€ million) 

 

120 150 1,100 (- 60)* 
 

 

Introducing pay-related unemployment benefit, financed by an increase in the social wage as 
proposed above, would boost GDP and consumer spending by €120 and €150 million 
respectively, while reducing the deficit by approximately €60 million.  From the increase in 
demand, employment grows by over 1,000. 

The reason for the positive impact is simple.  It is a transfer from the high-end corporate sector 
which can easily absorb the social wage increase to workers who would spend almost every 
Euro they receive.  This shows how we can boost growth, demand and employment through 
progressive redistribution. 
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APPENDIX:  Economic and Fiscal Impact for 2015 
_________________________________________________________________________ 
 

We take as our starting point the ESRI’s projection that a €1 billion adjustment of tax increases 
and spending cuts will reduce the deficit in 2015 to 2.5 percent of GDP.  In summary Unite 
proposes: 

 An expansionary fiscal adjustment of €1.2 billion 

 Targeting the deficit at 2.8 percent 

Through a mixture of targeted revenue and expenditure measures, our proposals are intended 
to boost growth and employment while at the same time shifting tax measures where they will 
do least damage to domestic demand.  Unite has advocated this approach since the crisis began 
but successive governments have pursued deflationary policies which have prolonged the crisis 
and limited deficit-reduction.  It is long past time to change course. 

Budget 2015 proposals 

Unite proposes the following tax raising measures: 

Tax Raising Measures Targeted Tax Reductions 
 

Wealth Tax and 
Capital Acquisitions 
Tax 

350 Abandon the 
introduction of water 
charges 

300 

Phase out Pension 
Levy over three years 
rather than one 

360 Introduce Refundable 
Tax Credits for the 
low paid 

150 

Reduction in Pension 
Tax Relief at High 
Incomes 

130 Phase in PRSI for low-
paid workers 

25 

Reduction in Landlord 
Tax Relief on Interest 

160 Standardise USC on 
public sector pensions 
to private sector 
levels  

40 

Excise Tax (tobacco, 
sugar) 

85  

Increase Revenue 
Commissioner Audit 
Staff 

90 

TOTAL 1,175 TOTAL 515 
 

We propose a range of tax-raising measures which will impact almost exclusively on high-
income groups.  At the same time, a range of tax reductions should be targeted at low-average 
income groups.  The impact on domestic demand will be highly positive (as low-average income 
earners have a higher propensity to spend additional revenue) and, therefore, will promote 
progressive and sustainable deficit reduction. 
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Expenditure Measures 

Expenditure Measures  Particular Measure 
 

Social Protection including 
increases of €5 per week 

300 Abolition of direct provision 

Increase in expenditure on 
public services including pay 
increase for low-paid workers. 

660 Roll out 10,000 affordable 
childcare places 

Public Investment 900 
 

€500 million of social housing 
as a first step 

TOTAL 1,860 
 

 

 

Unite is proposing approximately €1.9 billion in expenditure increases.  These will have a 
positive impact on growth and employment, especially investment.  As a result, the impact on 
the deficit will be far less than the headline expenditure increase. 

Impact on Growth and the Deficit 

We assess the economic and fiscal impact of our measures using the multipliers developed by 
the Nevin Economic and Research Institute.  These measure the impact on growth, 
employment, consumer spending and – when all these factors are taken into account – the 
impact on the borrowing requirement (i.e. deficit).  There are additional advantages coming into 
2015: 

 The growth in tax revenue in 2014 above Government targets 
 

 The recent deal with the EU and IMF over early repayment of the Troika bailout loans  

These developments should cushion any negative impact that might occur in 2015 (spending 
overruns, lower growth, etc.). 
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Impact of Unite Proposals on GDP and Deficit 
 

Tax Measures 
 

 Income Tax 
Increases 

Capital Tax 
Increases * 

Indirect Tax 
Increases 

Tax Reduction TOTAL 

Fiscal 
Adjustment 
 

-380 -710 -85 515 - 650 

GDP Impact -410 - 60 -80 500 - 50 

 

Deficit Impact -200 -700 -80 380 - 600 

Expenditure Measures 
 

 Social 
Protection 

Increases on 
Public Services 

Increase for 
Low-Paid 

Public Sector 
Workers 

Investment TOTAL 

Fiscal 
Adjustment 
 

300 600 60 900 1,860 

GDP Impact 
 

320 780 90 1,610 2,800 

Deficit Impact 
 

160 240 20 380 800 

Total Impact of Combined Revenue and Expenditure Measures 
 

GDP Impact  
 

   2,750 

Deficit Impact  
 

   200 

 

Under Unite’s proposals, based on smart fiscal policy: 

 GDP grows by nearly €3 billion more than Government projections 

 The deficit comes in under the 3 percent threshold (2.8 percent) 

While the deficit increases by €200 million, GDP has grown considerably, thereby keeping the 
deficit below the 3 percent threshold.  This is what Unite has meant since the beginning of the 
crisis – we can grow ourselves out of the fiscal crisis. 

 

An Emergency Social Housing Programme 

We propose an emergency social housing programme of €2.5 billion.  We further propose that 
the Government should negotiate with the EU Commission to treat this as a special payment – 
similar to a bank bail-out.  While it would be officially on the books, it would be exempt from 
the excessive deficit procedure.  This would be for one year only.  It would give the Government 
time to create a public housing authority which could fund social housing off-the-books, similar 
to other EU countries. 
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While an emergency social housing programme would be treated as a bailout, below we show 
that the impact on the official deficit would be less than imagined.   

Impact of Emergency Social Housing Programme of €2.5 billion 
 

GDP 
(€ million) 

Deficit 
(€ million) 

 

Deficit as a % GDP 

4,500 1,050 3.3 
 

 

This temporary programme would see GDP rise by €4.5 billion in 2015.  This would be 
temporary and be largely (but not completely) removed in 2016.  Similarly, the deficit would rise 
by €1 billion – but would disappear in 2016.  So, for 2015 the deficit would temporarily rise to 
3.3 percent.  This is only a fraction above the Growth and Stability target of 3 percent. 

This is the question – is building approximately 10,000 houses and ending homelessness worth 
the 0.3 percent deficit (and this on a temporary basis)?  The answer is common sense.  Unite 
urges the Government to impress this common sense on the EU Commission. 

 

***** 


