
 

1 

 

 

 

 

 

 

SIPTU  

A Progressive Alternative to the Universal Social Charge  

(1st July 2015) 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Discussion document 

 



 

2 

 

 

Contents 
 

Summary ................................................................................................................................................. 3 

1 Background and structure of the USC ............................................................................................ 4 

2. Progressive and regressive features of the USC ............................................................................. 6 

3. Alternative? – The Dept. of Finance’s 2011 ‘highly progressive’ USC model .............................. 7 

4. Moving from the USC to a Social Solidarity Contribution (SSC) and SSC Credit ........................ 9 

i) Retaining the progressive features of the existing charge. ........................................................ 11 

ii) Dedicating the yield for specific social investment purposes ................................................... 12 

iii) Full transparency as to the use of contributions ........................................................................ 13 

iv) Reducing the charge on low to middle income earners ............................................................ 13 

5. Conclusions ....................................................................................................................................... 17 

 

 



 

3 

 

A Progressive Alternative to the Universal Social Charge 

 

Summary 

 

The Universal Social Charge (USC) was introduced in the early stages of the economic crisis solely as 

a revenue-raising measure. Despite progressive elements it has brought to the Irish taxation system, it 

remains firmly associated with the years of austerity and a very significant charge for many low to 

middle income earners, which should be abolished.  

This is not to support a simplistic tax cutting agenda. It is instead a demand for a more progressive 

mechanism raising the same level of much-needed revenue with a clear focus on directing resources, 

as they become available in a growing economy, in a 2:1 ratio at a minimum over the short to medium 

term. At least two-thirds should be directed towards improving healthcare, education and training, 

childcare and eldercare as well as providing for the housing needs of all the population. The 

remaining one-third should go towards tax reform that exclusively targets low and middle income 

earners. This would mirror the approximate 2:1 ratio of cuts versus tax increases incurred in the 

almost €30 billion in fiscal adjustments that took place between 2008 and 2014. Furthermore, there is 

room for the introduction of new taxes on capital, wealth and those on very high incomes to render the 

tax cuts as close to revenue neutral as possible. This would also have the effect of expanding the 

‘fiscal space’ available within EU rules (see 4.17 & 4.18 below). Thereafter, there should be no 

further tax cuts and the focus should be on rebuilding public provision. 

 

It is now time to begin the process of moving from the USC to a Social Solidarity Contribution and 

a Social Solidarity Contribution Credit that is based on four key principles:  

i) Retaining the progressive elements of the existing charge; 

ii) Dedicating the yield for social investment purposes;  

iii) Full transparency as to the use of contributions;  

iv) Reducing the existing charge on low to middle income earners. 

This paper is divided into five sections. Section 1 provides an overview of the background and current 

structure of the USC. Section 2 outlines the progressive and regressive elements of the USC. Section 

3 examines the Dept. of Finance’s suggested ‘highly progressive’ USC model from 2011. Section 4 

sets out SIPTU’s proposed alternative – a Social Solidarity Contribution and Social Solidarity 

Contribution Credit, and Section 5 sets out our conclusions.   
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1 Background and structure of the USC 

 

1.1 The Universal Social Charge (USC) was introduced in the budget announced in December 2010, 

replacing both the Income Levy1 and the Health Levy.2  

 

1.2 It is payable on all gross income.  This includes notional pay such as benefits-in-kind (e.g. an 

employer’s contribution to a permanent health insurance scheme or to a PRSA), after any relief 

for certain trading losses and capital allowances (e.g. for vehicles used for business purposes), but 

before any pension contributions. 3 

 

1.3 Arising from a commitment in the Programme for Government, the Department of Finance 

produced a 60-page Review of the Universal Social Charge in November 20114.  

 

1.4 Changes have been made to the USC, in Budget 2012 and especially in Budget 2015, which saw 

the entry threshold raised from €10,036 to €12,012, the reduction of the 2% and 4% rates to 1.5% 

and 3.5% respectively and the introduction of a new 8% rate on income over €70,044.01. Tables 

1-3 set out the main features of the USC as currently in place. 

 

Table 1 – Standard rate of USC  

Standard rate of USC  

Rate Income band 

1.5% Up to €12,012 (if income greater than €12,012.01) 

3.5% From €12,012.01 to €17,576.00 

7% From €17,576.01 to €70,044.00 

8% From €70,044.01 to €100,000.00 

8% Any PAYE income over €100,000 

11% Self-employed income over €100,000 

 

                                                           
1 An income earner was exempt from the Income Levy if earning under €15,028. If earning over this amount, 
all income up to €75,036 was charged at 2%, at 4% between €75,036 and €174,980, and at 6% over €174,980. 
 
2 An income earner was exempt from the Health Levy if earning under €26,000. If earning over €26,000, all 
income up to €75,036 was charged at 4%, and at 5% if earning over €75,036. 
3 Revenue Commissioners ‘USC – Frequently Asked Questions (31 October 2014)  
4 Dept. of Finance ‘Review of the Universal Social Charge’ (November 2011) 
 

http://www.finance.gov.ie/sites/default/files/Universal-Social-Charge-Review.pdf
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Table 2 – Reduced rate of USC  

Reduced rate of USC  

Rate Income band 

1.5% Up to €12,012 (if income greater then €12,012.01) 

3.5% All income over €12,012.00 

Reduced rates apply to individuals aged 70 years or over and individuals in possession of a 

full medical card, including a Health Amendment Act card, whose gross income is €60,000 or 

less (excluding payments from the Dept. of Social Protection). 

 

Table 3 – Increased rate of USC  

Increased rate of USC 

Rate Bankers’ Bonuses 

1.5-8% (as 

appropriate) 
On bonuses up to €20,000 

45% 
On entire bonus if (cumulative) bonus greater than 

€20,000 

+5% Property 

Relief Surcharge 

On that part of an individual’s taxable income 

which is sheltered by any of the property or area-

based incentive reliefs (e.g. ‘Section 23’-type 

reliefs) 

The increased rate on bankers’ bonuses applies to employees of the five financial institutions 

that have received financial support from the State - Bank of Ireland, AIB, Anglo Irish Bank, 

EBS and Irish Nationwide Building Society.  

 

1.5 All individuals are liable to pay the USC if their gross income exceeds the exemption threshold of 

€12,012 p.a. For example:  

 

Income earner with gross income of €12,000 – No liability as gross income is less than the 

exemption threshold of €12,012;  

Income earner with gross income of €12,500 – 1.5% rate applies to the full €12,012 (as gross 

income exceeds the exemption threshold of €12,012) and 3.5% applies to the €487.99 

between €12,012.01 and €12,500. 

 

1.6 Certain income is exempt from the USC, including: 

 

● All Dept. of Social Protection payments; 
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● Payments made in lieu of Dept. of Social Protection payments (e.g. Community Employment 

Schemes paid by the Dept. of Jobs, Enterprise and Innovation).5 

● Other income sources, such as the Early Childhood Supplement.6 

● Income already subject to Deposit Interest Retention Tax (DIRT). 

 

1.7 According to the most recently answered Dail question, the Revenue Commissioners estimate that 

the USC yielded €3.7 billion in 2014 and should yield roughly €4.2 billion in 20157. The 

estimated 2015 yield equates to approximately 23% of total income tax (see Table 4).  

 

Table 4 – USC yield 2011-15 

Year Total USC receipts Total Income Tax USC receipts as % of 

total Income Tax 

2011 €3.1b €13.8b 22.5% 

2012 €3.8b €15.1b 25.0% 

2013 €3.9b €15.8b 24.9% 

2014 €3.7 (est.) €17.2b 21.5% 

2015 €4.2b (est.) €18.0b 23.2% 

Source – Min. of Finance’s answer to Dail question 47791/14 (16 December 2014). 

 

2. Progressive and regressive features of the USC 

 

2.1. There is little doubt that there are many progressive features to the USC. The Dept. of Finance’s 

2011 review stated that the scope for “the wealthy to avoid the charge through large contributions 

to pension funds is not available. Also, for example, there are no exemptions for income from 

forestry, mining, patent royalties or artistic pursuits. Passive investors [i.e. an inactive partner in 

a partnership trade] cannot reduce their liability to it through capital allowances.8 Also liable is 

income from stallion fees, stud greyhound services fees and farmland leasing. Because of these 

features, the Dept. described the USC as an efficient charge due to the ‘width of its base and its 

simple structure’.9  In the same vein, NERI has more recently drawn attention to the fact that the 

                                                           
5 Appendix A to ‘Universal Social Charge – Frequently Asked Questions’, Revenue Commissioners, 31 October 

2014 contains examples of these types of payments. 

6 Appendix B to ‘Universal Social Charge – Frequently Asked Questions’, Revenue Commissioners, 31 October 

2014 contains examples of these types of payments. 

7 Min. of Finance, Answer to Dail PQ, 47791/14, (16 December 2014). 
8 Dept. of Finance ‘Review of the Universal Social Charge, (November 2011). 
9 The 2011 Review estimated that in 2011 a one percentage point increase on USC rates (as then applied) 

would have yielded €780 million in a full year whereas raising the same amount through the income tax 
system would have required a two percentage point increase on the standard rate or a four percentage point 
increase on the higher rate (or a combination of both). 

https://www.kildarestreet.com/wrans/?id=2014-12-16a.241&s=%2247791%2F14%22+section%3Awrans#g242.q
http://www.finance.gov.ie/sites/default/files/Universal-Social-Charge-Review.pdf
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USC applies to many different kinds of incomes, has fewer exemptions and reliefs, and is 

reasonably simple to understand and operate10. 

 

2.2 On the other hand, there is no doubt that aspects of the USC are regressive: 

 

● The charge could in many ways be compared to a ‘flat tax’, with the 7% rate applying to all 

income levels between €17,576.01 and €70,044.  

 

● There are substantial ‘step-effects’ at low incomes. Despite the changes that have been made 

over recent years, there are still sizable jumps in liability; from 1.5% to 3.5% on income 

above €12,012 and from 3.5% to 7%, on income above €17,576.  

 

● And rates do not increase in line with income beyond the 8 per cent rate (aside on self-

employed income above €100,000). 

 

2.3 It is also the case that there is no clear ‘social’ dimension to the USC, with the proceeds going 

entirely into central exchequer funding.11  

 

2.4 As stated above, the USC was introduced at the early stages of the economic crisis solely as a 

revenue-raising mechanism. It remains firmly associated with the era of austerity, which saw the 

withdrawal and erosion of many social benefits and programmes. In order to give real effect to the 

social dimension of the SSC, we propose that its yield (and the yield from other revenue streams) 

be dedicated exclusively to redressing the continuing social damage caused by the economic crisis 

and to addressing key social challenges facing Ireland in the years ahead. In short, to pursue a 

social investment approach that ‘prepares’ individuals, families and societies to adapt to various 

transformations over a lifecycle rather than trying to ‘repair’ the damage after it has occurred. 

Specific proposals to this end are set out below.  

 

3. Alternative? – The Dept. of Finance’s 2011 ‘highly progressive’ USC model 

 

3.1 The Dept. of Finance’s 2011 review estimated the cost of moving from the USC structure as then 

applied to what it called a “highly progressive” USC (see Table 5) that obtained the same yield 

(i.e. €4 billion a year) at €1 billion in the first year and €1.35 billion for a full year.  

                                                           
10 Tom Healy, NERI, Social Equality for All - the Unfinished Agenda, (March 2014). 
11 Just as there was no clear ‘health’ dimension to the Health Levy - Health system responses to financial 

pressures in Ireland: policy options in an international context, WHO, p.32 (November 2012) 

 

 

http://www.nerinstitute.net/download/pdf/t_healy_22mar14_social_equality_for_all.pdf
http://www.lenus.ie/hse/bitstream/10147/263215/1/Observatory_WHO_2012.pdf
http://www.lenus.ie/hse/bitstream/10147/263215/1/Observatory_WHO_2012.pdf
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Table 5 – Dept. of Finance’s model of a ‘highly progressive’ USC (2011) 

Income Rate of USC 

€0-€15,000 0% 

€0-25,000 2% 

€25,000-€50,000 4% 

€50,000-€75,000 6% 

€75,000-€120,000 8% 

>€120,000 10% 

 

3.2 The Dept. concluded that within the context of the public finances (i.e. in 2011) “it would not be 

possible to make this change given the huge cost involved,” and that it would be “administratively 

difficult” to implement six different rates, both for Revenue and for payroll operators. 

 

3.3 It is the case that some of the changes introduced in recent budgets (i.e. the raising of the entry 

threshold from €4,004 to €10,036 and then to €12,01212 and the reductions in the original 2% and 

4% rates to 1.5% and 3.5% respectively) have moved somewhat in the direction of a more 

progressive model and would have reduced the estimated cost of this model13. It is worth noting 

that a more recent estimate from the Revenue Commissioners now puts the first and full year cost 

of the Dept.’s 2011 ‘highly progressive’ model at €878 million and €1.17 billion respectively.14  

 

3.4 While we are still running a budget deficit, it is also the case that the public finances are now in a 

better situation than they were over three years ago, and may be now be better able to support a 

move towards the Dept.’s ‘highly progressive’ model (or variation thereof). The final set of 

Exchequer Returns for 2014 indicate that almost €3.5 billion (+9%) more in tax was collected in 

2014 than in 2013 and €1.2 billion (3%) more than expected, while Exchequer Returns to the end 

of April indicate that €1.3 billion more was collected than in the same period last year (11.3%), 

and €518 million (4.2%) ahead of forecasts. 

 

 

                                                           
12 As a result of the raising of the threshold in Budgets 2012 and 2015, roughly 1.6 million will pay the USC in 
2015 compared to two million paying in 2011. Min. of Finance Answer to Dail PQ, 8856/15, (3 March 2015). 
 
13 It should also be noted that the 2011 model suggested an 8% rate on incomes above €75,000. This rate was 
introduced in Budget 2015 on incomes above €70,044.01, albeit as an attempt to partially recoup the gains 
from cutting the top rate of tax for higher-income earners. 
 
14 Min. of Finance, Answer to Dail PQ 12110/15, 24 March 2015. It is important to note that this estimate does 
not make any provision for the exemptions currently available to medical card holders or individuals aged 70 
or over on incomes less than €60,000. Retaining these exemptions would represent an additional cost. 
 

https://www.kildarestreet.com/wrans/?id=2015-03-03a.214&s=USC+yield+section%3Awrans#g216.r
https://www.kildarestreet.com/wrans/?id=2015-03-24a.420&s=USC#g422.r


 

9 

 

4. Moving from the USC to a Social Solidarity Contribution (SSC) and SSC Credit 

 

4.1 At the outset it needs to be stated that due to its effectiveness as a revenue-generating measure, 

the move from the USC to a SSC is not something that could or should be done overnight, and is 

likely to take more than one budget to accomplish. As NERI points out, since income related 

taxes (i.e. USC and others) provide approximately 37% of total taxation measures, “there is merit 

in [reforming and improving the current system of income related taxation] slowly”.15 

 

4.2 Nor is it by any means argued that the many progressive features that the USC has brought to the 

Irish taxation system, as outlined above, should be abandoned. It is these very features in fact that 

have made the USC a target of the conservative political formations being promoted in the run-up 

to the next general election.  

 

4.3 At this point, it is also worth pointing out that in its 2011 review, the Dept. of Finance argued that 

the drop in people’s net incomes in Budget 2011 had more to do with the reduction in income tax 

credits and bands and less to do with the introduction of the USC. It argued that taxpayers earning 

over €26,000 (and particularly those earning between €26,000 and €35,000) would have benefited 

from the introduction of the USC ‘all things being equal’ (i.e. if tax credits and bands had not 

been changed). It claimed most taxpayers did not realise this largely due to the presentation of the 

USC on payslips. Whereas the Health Levy had been collected as part of PRSI and was shown as 

a PRSI charge, the introduction of the USC saw the Income Levy charge replaced by a USC 

charge on payslips at approximately twice the amount. What most people did not notice was that 

the PRSI charge had halved (i.e. due to the abolition of the Health Levy). The net reduction in pay 

arising from the reduction in tax credits and bands was therefore largely attributed to the USC, not 

to the tax changes. Table 6 sets out the impact of the abolition of the Health an Income Levies and 

the introduction of the USC in 2011. This shows that all income-earners, except those under 

€26,000 and those earning between €70,000 and €80,000, would have benefited from the 

introduction of the USC, and that gains were regressive above approximately €90,000. 

 

                                                           
15 Collins, Micheàl Taxes and Income Related Taxes Since 2007 (NERI WP 2015/No.25) 
 

http://www.nerinstitute.net/download/pdf/taxes_and_income_taxes_since_2007_neri_wp25.pdf
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Table 6 – Comparison of 2010 Health & Income levies with 2011 USC 

Income  Total Health 

and Income 

Levies in 

2010 in € 

Health & 

Incomes 

Levies as % 

of gross 

income  

USC charge 

in 2011 in € 

USC as % 

of gross 

income in 

2011 

% change 

between 

Levies and 

USC in 2011 

20,000 400 2% 718.80 3.6% -1.6% 

30,000 1,800 6% 1,418.80 4.7% +1.3% 

40,000 2,400 6% 2,118.80 5.3% +0.7% 

50,000 3,000 6% 2,818.80 5.6% +0.4% 

60,000 3,600 6% 3,518.80 5.9% +0.1% 

70,000 4,200 6% 4,218.80 6.0% 0% 

80,000 4,899.28 6.1% 4,918.80 6.1% 0% 

90,000 5,699.28 6.3% 5,618.80 6.2% +0.1% 

100,000 6,499.28 6.5% 6,318.80 6.3% +0.2% 

110,000 7,299.28 6.6% 7,018.80 6.4% +0.2% 

120,000 8,099.28 6.7% 7,718.80 6.4% +0.3% 

Source – SIPTU calculations 

 

4.4 Despite the changes made over recent budgets, the USC remains a very significant imposition on 

low to middle income earners, which should be abolished. In this regard, it is worth reiterating 

once again that the tax changes introduced in Budget 2015 disproportionately benefited a 

minority of tax-payers (see Table 7). Analysis of the Minister for Finance’s Dail answers 

indicates that the cost of decreasing the top rate of tax by one percentage point and of increasing 

the standard rate band by €1,000 was put at €292m in the first year and €405m in a full year, 

whereas the net cost of all the USC changes was put at €195m in the first year and €234m in a full 

year.16 In other words, nearly two-thirds of the cost in a full year of the income tax changes 

introduced in Budget 2015 was taken up by reducing the top rate of tax and in raising the standard 

rate band. The full year cost of reducing the top rate of tax, at €234m was the same as the net cost 

of all the USC changes made in Budget 2015. 

                                                           
16 Min. for Finance answers to Dail questions 43032-43035/14 (11 November 2014) 

https://www.kildarestreet.com/wrans/?id=2014-11-11a.329&s=USC#g333.q
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Table 7: Cost of Income tax and USC changes in Budget 2015 

 Measure First-year costs Full-year costs 

1. Cut in 41% rate to 40% (alone) €164m €234m 

2.  Increase in standard rate band by 

€1,000 (alone) 

€134m €180m 

3.  Cut in 41% rate to 40% and increase 

in standard rate band by €1,000 

€292m* €405m* 

4.  Net cost of USC changes €195m €234m 

5.  Total costs of all measures (i.e. 3 & 4) €487m €639m 
Source –Min. of Finance’s answers to questions 43032-43035 (11 November 2014). *Note – the sum of 

the costs of the two income tax measures, when separately estimated, will not exactly match the total 

cost of the package taken together due to interactions between tax rates and bands. 

 

4.5 The steps to reduce the charge on low to middle income earners that have been taken over recent 

budgets, particularly in Budget 2015, should not only continue but must be prioritised and 

accelerated as part of a wider focus on both redressing the effects of the crisis   and of ensuring a 

sustainable recovery. This wider focus should be done by directing resources, as they become 

available in a growing economy, in a 2:1 ratio. Two-thirds should be directed towards improving 

healthcare, education and training, childcare and eldercare as well as for providing for the housing 

needs of all the population. The remaining one-third should go towards tax reform that 

exclusively targets low and middle income earners. This would mirror the approximate 2:1 ratio 

of cuts versus tax increases incurred in the €30 billion in fiscal adjustments that took place 

between 2008 and 2014.17 Thereafter, there should be no further tax cuts and the focus should be 

on public provision. 

 

4.6 We propose moving to a Social Solidarity Contribution and a Social Solidarity Contribution 

Credit, which would be based on four principles:  

 

i) Retaining the progressive elements of the existing charge;  

ii) Dedicating the yield for specific social investment purposes; 

iii) Full transparency as to the use of contributions; 

iv) Reducing the charge on low to middle income earners. 

 

i) Retaining the progressive features of the existing charge. 

 

4.7 The progressive features of the existing charge (as outlined above) should be retained and applied 

across the entire taxation system. There is no reason why the narrowing of exemptions and reliefs 

under the USC should not also be applied to the wider taxation system in order to achieve a more 

progressive taxation system overall and to provide the resources needed to achieve European 

standard public services, which are essential for sustainable long-term inclusive growth. 

 

                                                           
17 Healy, Tom Did austerity work?, (NERI, January 18, 2015) 
 

http://www.nerinstitute.net/blog/2015/01/18/did-austerity-work/
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ii) Dedicating the yield for specific social investment purposes  

 

4.8 In order to ensure a true social dimension, the yield from the SSC should be exclusively dedicated 

to redressing the continuing social damage caused by the economic crisis and to addressing key 

social challenges facing Ireland in the years ahead. In short, the SSC (alongside other revenue 

streams) could be used to implement a social investment approach that focuses on policies that 

‘prepare’ individuals, families and societies to adapt to various transformations over a lifecycle. 

The following indicative list sets out some of the issues that the SSC (and other revenue streams) 

could be used to support: 

 

i) Investments in children: Numerous studies have found that investments at relatively 

low financial costs during childhood can yield a lifetime of gains, not only for 

individuals but also for societies and economies.18 OECD studies have also found that 

public spending on childcare (and eldercare) has a positive impact on gender 

equality.19 The SSC could be used therefore to promote early childhood education 

and care, literacy and numeracy, preventing early-school leaving, etc.  

 

ii) Investments in workers: Despite the falls in unemployment that have taken place 

since 2012, Ireland’s employment rates remain too low (62.6% of 15-64 year olds in 

Q4 2014 with much lower rates for specific categories of people) and higher rates of 

employment are associated with a social capacity to provide quality public services 

and income protection for the most vulnerable.20 The SSC could be used therefore to 

tackle unemployment (particularly youth unemployment), to promote life-long 

learning and to move to a progressive system of flexicurity, with the aim of raising 

both the rate and quality of employment in Ireland. 

 

iii) Investments in eldercare and healthcare: Ireland’s health system, particularly 

relating to the care of older people, remains a strongly-entrenched two-tier system, 

where money matters in accessing diagnosis and treatment. Despite an overall 

improvement in the health of the Irish population, very little has been done to address 

inequalities in health between high-income and low-income groups.21 We need to 

move to a single-tier health service that is funded on the basis of solidarity and access 

to which is based on medical need, rather than ability to pay. Investment in quality 

eldercare services, including housing, can support longer periods of independent 

living and reduce reliance on care settings thereby helping to address the issue of late 

discharges from hospitals. 

 

                                                           
18 UNICEF Right in Principle and in Practice. A Review of the Social and Economic Returns to Investing in 
Children, (June, 2012). 
19 OECD Closing the Gender Gap: Act Now’ (2012). 
20 Healy, Tom, ‘The Better is yet to come’ (NERI, January 2015).  
21 Burke, Sara Burke and Petony, Sinead, Eliminating Health Inequalities: A matter of life and death, (TASC, 
June 2011) 
 

http://www.unicef.org/socialpolicy/files/Investing_in_Children.pdf
http://www.unicef.org/socialpolicy/files/Investing_in_Children.pdf
http://www.oecd.org/gender/closingthegap.htm
http://www.nerinstitute.net/research/the-better-is-yet-to-come/
http://www.tasc.ie/download/pdf/eliminating_health_inequalities_matter_of_life_and_death_june2011.pdf?issuusl=ignore
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iv) Preparations for demographic change: Ireland’s population is forecast to rise from 

4.6 million in 2015 to between 5 million and 6.7 million by 2046. We currently have 

one of the lowest ‘dependency’ ratios in Europe and are expected to have one of the 

lowest ratios by mid-century. That said, Ireland’s population is aging and the number 

of people aged 65 and over is expected to double by 204522. This will put 

considerable demands on public expenditure, particularly health expenditure. SSC 

revenue could be used to prepare for the challenges of demographic change, including 

by helping people live independently in older age and to support the development of a 

statutory component of a Second Pillar Pension system etc.  

 

 

iii) Full transparency as to the use of contributions 

  

4.9 In order to enhance public support for a more progressive taxation system, consideration should 

be given to making clear information available to income earners on the dedicated uses being 

made of SSC contributions. The environmental levies on plastic bags and on the landfill of waste 

may provide a template to be replicated. Revenues from these levies are paid into an 

Environmental Fund23 which raised approximately €60 million in 2013. These monies can be 

utilised for a range of environmental purposes such as schemes to prevent and reduce waste and 

funding the Environmental Protection Agency.  The practice of a number of countries, such the 

UK24, Norway and Sweden, that have begun to provide information to income earners setting out 

how their taxes are being used, could also be taken up.  

iv) Reducing the charge on low to middle income earners 

 

4.10 In order to reduce the charge for low and middle income earners we would propose leaving 

current rates and bands unchanged but to introduce a new Social Solidarity Contribution Credit 

of €775 on all income earners earning up to €100,000. This would exempt all income earners 

earning up to approximately €23,250 (i.e. the Living Wage25) and ensure the greatest 

proportionate gains accrue to low to middle income earners. This would be in line with the 

principles behind the Lansdowne Road Agreement.  The impact of this new credit is set out in 

Table 8 below. 

 

                                                           
22 ‘Staff Working Document Country Report Ireland 2015’, p.18 (European Commission, 26 February 2015) 
23 Dept. of Environment, Community and Local Government, The Environment Fund. 
24 https://www.gov.uk/government/news/millions-start-receiving-break-down-of-how-their-tax-is-spent 
25 €23,247.19 was estimated by the Living Wage Technical Group in early 2014 as the gross salary needed by a 

full-time employed adult with no dependents working 39 hours a week to provide for their basic needs, not 

wants. http://www.livingwage.ie 

 

http://ec.europa.eu/europe2020/pdf/csr2015/cr2015_ireland_en.pdf
http://www.environ.ie/en/Environment/Waste/EnvironmentFund/
https://www.gov.uk/government/news/millions-start-receiving-break-down-of-how-their-tax-is-spent
http://www.livingwage.ie/
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Table 8 - Sample comparison of current structure, SSC & SSC Credit 

Gross Income Current 

USC 

liability  

Current 

USC as % 

of income 

€ change in 

liability with 

SSC Credit 

€ liability 

under SSC 

Credit 

Liability under 

SSC Credit as 

% of income 

€12,012 €0 0 0 0 0% 

€23,251 €772.17 3.3% -€772.17 0 0% 

€30,000 €1,244.60 4.1% -€775.00 €469.60 1.6% 

€33,800 €1,510.60 4.5% -€775.00 €735.60 2.2% 

€40,000 €1,944.60 4.9% -€775.00 €1,169.60 2.9% 

€50,000 €2,644.60 5.3% -€775.00 €1,869.60 3.7% 

€60,000 €3,344.60  5.8% -€775.00 €2,569.60 4.3% 

€70,000 €4,044.60  5.8% -€775.00 €3,269.60 4.7% 

€80,000 €4,844.16  6.0% -€775.00 €4,069.16 5.1% 

€90,000 €5,644.16  6.3% -€775.00 €4,869.16 5.4% 

€100,000 €6,444.16 6.4% 0 €6,444.16 6.4% 

€110,000 €7,244.16 6.6% 0 €7,444.16 6.8% 

€120,000 €8,044.16 6.9% 0 €8,444.16 7.0% 

 

 

4.11 Based on figures supplied by the Min. of Finance in October 2014 it is estimated that this  

model should benefit approximately 2.1 million USC ‘cases’ (i.e. single males, single females, 

married couples/civil partnership both earning, widowers, widows), or approximately 95 per cent 

of all USC cases.26 Table 9 sets out details concerning the number of USC cases and the USC 

yields derived from them in 2012, the most recent year for which data is available. 

 

Table 9 Number and Percentage of Income Cases (2012) 

Number of Income 

Cases 

Number Percentage of total 

number 

USC 

deductions 

% of total 

deductions 

Under €15,000 756,443 35.9 €54.3m 1.4% 

€15,000-€25,000 340,568 16.2 €232.8m 6.1% 

€25,000-€50,000 554,706 26.3 €946.3m 24.8% 

                                                           
26 Min. of Finance answer to Dail question 40581/14, (22 October 2014). Note – the answer provides 
information on the distribution of earners paying the USC for the 2012 tax year.  

https://www.kildarestreet.com/wrans/?id=2014-10-22a.176&s=%22Universal+social+charge%22+section%3Awrans
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€50,000-€60,000 121,355 5.8 €354.5m 9.3% 

€60,000-€75,000 119,440 5.7 €438.6m 11.5% 

€75,000-€100,000 103,587 4.9 €507.3m 13.3% 

€100,000 and over 111,109 5.3 €1,278m 33.5% 

All ranges of 

income 

2,107,208 100 €3,811.8m 100% (some 

rounding) 

Source: Revenue Commissioners online database. Note - the database only provides data per set income 

category (e.g. €15,000 to €25,000). 

 

4.12 It must be stressed that any further cuts in the top rate of tax, aside from accruing to a 

minority of taxpayers, would undermine the progressive elements of the above model and should 

not be pursued.  The resources that become available as the economy recovers should be 

prioritised in a ratio of at least two-thirds towards improving public services and one-third 

towards tax reform, focusing on reducing the charge for low to middle income earners.  

 

4.13 While we are unable to provide a full costing for the above proposal, we estimate that 

introducing a SSC Credit of up to €775.00 for all income earners earning between approximately 

€12,000 (i.e. the current USC entry threshold) and €100,000 could cost in the region of €900m. 

The cost of maintaining reduced rates such as for medical card holders and income earners aged 

70 or over on incomes less than €60,000 would also have to be considered. A full costing could be 

done by the Revenue Commissioners and we accept that some of our proposals may need to be 

adjusted depending on the outcome of such an exercise. Our estimate would seem to be broadly in 

line with the estimated cost of similar measures by other organisations; for example, Social 

Justice Ireland estimated in 2014 that raising the PAYE tax credit by €260 for all PAYE workers 

could cost €306m.27 In relation to maintaining the 2:1 ratio discussed above, we would however 

make the following points:  

 

4.14 The cost could be reduced by approximately €100 million to €125 million by introducing the 

Department of Finance’s 2011 proposed 10% rate at income above €100,000 (i.e. not at €120,000 

as the Department had suggested). This would mirror what was done in Budget 2015, when the 

Department’s 2011 proposed 8% rate was introduced at €70,000 and not as €75,000 as the 

Department had suggested. This measure would strengthen the progressive nature of the Irish 

taxation system given the recognised ability of the current charge to access income that can quite 

easily avoid other forms of taxation (see 2.1 above). 

 

4.15 Had all of the €639 million allocated to tax changes in Budget 2015 been devoted to reducing 

the USC on low to middle income earners (instead of the net amount of €234m) more ground 

could have been made towards achieving more substantial reform.  

 

                                                           
27 Social Justice Ireland, Budget Choices, (June 2014) 

http://www.oireachtas.ie/parliament/media/committees/finance/890-SJI----Budget-Choices-2015-WEB-Version.pdf
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4.16 In presenting the Government’s Spring Economic Statement at the end of April, the Minister for 

Finance said that following agreement with the European Commission over the application in 

Ireland of EU budgetary rules, ‘fiscal space’ of up to €1.5 billion would be available in Budget 

2016, and that the “final scale of the space will become closer to the Budget”.28 It is of course the 

case that the Government could go beyond the agreed fiscal space provided any ‘excess’ 

expenditure is “matched by additional funds from discretionary revenue measures”.29 

 

4.17 We would draw attention to the proposals to raise additional revenue set out in ICTU’s Pre-

Budget 2015 Submission ‘Jobs, Growth and Homes’, which identified a number of new revenue-

raising measures that could yield substantial additional revenue.30 These included reform of 

Capital Acquisitions Tax and the introduction of a net wealth tax (estimated yield of €400m); 

reform of tax expenditures such as those related to property and pensions (estimated yield of 

€100m); on-line betting tax (estimated yield of €70m); and increase in excise on tobacco 

(estimated yield of €35m), etc. Such measures should fulfil the requirement under EU and Irish 

budgetary rules that any ‘excess’ expenditure growth (i.e. beyond the estimated fiscal space of up 

to €1.5 billion for Budget 2016) be funded by equivalent discretionary revenue measures. 

 

4.18 The increased revenue deriving from rising employment and pay rises should also be considered. 

For example, the CSO estimates an annual increase in employment of 1.5% in the year to Q4 

2014, bringing total employment to 1.915 million, and CSO preliminary data indicates that 

average weekly earnings were up 2.3% in the year to Q4 2014, with average weekly earnings 

rising in nine of the 13 sectors surveyed. Both of these developments contributed to raising 

income tax receipts by €1.4 billion (+8.9%) last year, from €15.758 billion in 2013 to €17.157 

billion in 2014. The Government’s recent Spring Economic Statement forecasts employment 

growth of 2.2% in 2015, bringing employment from 1.915 million to 1.960 million. The CSO’s 

Quarterly National Household Survey for Q1 2015 now estimates employment at 1.929 million. 

An (admittedly crude) estimation of the increased income tax yield from such employment 

growth alone could be in the region of €375 million (i.e. 2.2% of the 2014 yield). Since the 

Minister for Finance himself acknowledges, “it is fair to say that an increase in wages would 

result in additional taxes to the Exchequer” 31 pay rises of 2-3% could also result in an 

approximately equivalent additional income tax yield. Overall, a not unreasonable estimation is 

that employment growth and pay increases could raise income tax revenues this year by up to 

€750 million (i.e. +4.4%), to approximately €18 billion. Of this, the additional yield from the 

USC alone could amount to between €150 million to €175 million this year (i.e. 20-23% of the 

estimated additional income tax yield). It should be noted that these estimates are in line with the 

Government’s own estimate of total tax revenue rising by €2,000 million (i.e. 4.8%) this year, 

from €41.280 billion to €43.300 billion.  

                                                           
28 Minister for Finance, Mr. Michael Noonan, Spring Economic Statement speech, 28 April 2015 
29 European Commission Vade mecum on the Stability and Growth Pact (May 2013) 
30 ICTU, Pre-Budget  Submission Budget 2015 Jobs, Growth & Homes, ICTU, (July 2014) 
31 Answer to priority question, 3 July 2014. 

http://www.finance.gov.ie/news-centre/speeches/current-minister/spring-economic-statement-speech-minister-finance-mr-michael
http://ec.europa.eu/economy_finance/publications/occasional_paper/2013/pdf/ocp151_en.pdf
http://www.ictu.ie/download/pdf/jit16_prebudget_submission_fiscaladjustment_web.pdf
http://oireachtasdebates.oireachtas.ie/debates%20authoring/debateswebpack.nsf/takes/dail2014070300003?opendocument
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5. Conclusions 

 

5.1 Retaining the progressive features of the USC through a new SSC and SSC Credit as part of a 

wider campaign aimed at achieving a more progressive taxation system represents an opportunity 

to redress the continuing social damage of the economic crisis and to address the enormous social 

challenges now facing Ireland. If we are to put the era of boom and bust truly behind us and to 

aim for sustainable long-term growth, we need to achieve a more progressive taxation system. 

These proposals are an important building bloc of such a system as it would support the public 

provision as opposed to the commodification of necessary and desirable social goods.  This aim 

should be the priority in future taxation reform and must come before any further moves to reduce 

the tax ‘burden’ on higher income earners. Such a move could also enhance public support for 

raising overall taxation levels over the medium to longer term in order to fund Northern/Central 

European levels of universal public provision.  

 

5.2 We put forward this discussion paper as a constructive contribution to the debate on tax reform 

and look forward to engaging on it, including in relation to enhancing its progressive features, and 

on similar  proposals, over the coming months.   


