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This briefing presents a social impact assessment of the main welfare and tax measures in 

Budget 2022, which was announced on 12th October 2021. The social impact assessment 

approach is an evidence-based methodology which estimates the likely effects of policies on 

household incomes, families, and poverty.  

 

This assessment was prepared by the Department of Social Protection. It was generated using 

the tax/welfare microsimulation model, SWITCH (Simulating Welfare, Income Tax, Childcare and 

Health Policies), developed by the Economic and Social Research Institute (ESRI).  

 

Responsibility for the analysis rests solely with the Department of Social Protection.  This 

assessment does not include the impact of changes to indirect taxes, including the carbon tax and 

excise duty.  
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Main findings 

• Average householdi incomes increase by 1.0 per cent (€7.80 per week) as a result of 

Budget 2022.  

• Households in the lower end of the income distribution gain most, with smaller gains for 

those at the higher end. Households in the first income quintile gain at 2.0 per cent and 

the second income quintile gain at 1.4 per cent, with gains between 0.8 and 1.0 percent 

for the third, fourth and fifth quintiles.  

• Social welfare measures primarily benefit households in the first two quintiles, or the 

lowest 40% of the income distribution.  

• Looking at family type, non-earning households gain most from Budget 2022:  non-

earning lone parents gain most at 2.5%, followed by non-earning couples with children at 

2.4% and non-earning single households at 2.3%.  

• Social transfers continue to reduce poverty with an estimated fall in the population at-

risk-of-poverty rate of 0.7 percentage points as a result of measures announced in 

Budget 2022.  

• Budget 2022 has a progressive pattern with bigger gains for the bottom 40% of the 

income distribution and smaller gains for the remainder. 
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Introduction 

The Programme for Government ‘Our Shared Future’ reiterates the government’s commitment to 

gender and equality proofing social welfare provisions as an anti-poverty measure. This 

commitment builds on existing practices for ex-ante consideration of budget proposals including 

pre-Budget forums, submissions, and the advance publication of Tax Strategy Group papers, 

which include analysis of illustrative budgetary measures. ii 

 

This research briefing presents the social impact assessment of the welfare and direct tax 

measures in Budget 2022. The assessment also includes the effects of the increase in the national 

minimum wage. 

 

Social impact assessment is an evidence-based methodology to estimate the likely distributive 

effects of policy proposals on income and social inequality. It is a widely used tool at the European 

level.iii It builds on poverty impact assessment and is similar in concept to ‘equality budgeting’.iv  

 

The assessment supports the implementation of the national social target for poverty reduction, 

which is to reduce consistent poverty to 2 per cent or less by 2025 as set out in the Roadmap for 

Social Inclusion 2020-2025. It does this by helping to ensure that Budget measures reduce the at-

risk of poverty rates, are redistributive in nature, and do not negatively impact vulnerable families. It 

also informs Government policy on improving living standards among low- and middle-income 

families, reducing inequality and improving poverty outcomes. 

 

Social transfers and taxes have a key role in reducing income inequality and preventing poverty. 

Data from the 2020 Survey on Income and Living Conditions (SILC), published by the CSO in 

December 2021, show that social transfers reduced the at-risk-of-poverty rate from 37.9 per cent to 

13.2 per cent in 2020. v   

 

This briefing was prepared by the Department of Social Protection, after consultation with the 

Department of Finance on the direct tax elements. It builds on ex-ante analyses to inform 

Ministerial deliberations on the tax and welfare elements of Budget 2022. It is intended to inform 

public understanding of the distributive impact of budgetary policy.    

 

 

Methodology 

This publication includes results based on SWITCH, the ESRI tax-benefit model. Information on 

the design, underlying data and model construction can be found at www.esri.ie/switch. The model 

simulates the impact of changes in welfare and income tax for a representative sample of over 

5,000 households, drawn from the 2019 CSO Survey on Income and Living Conditions, with the 

data uprated to reflect growth in population, employment, and incomes.vi Responsibility for the 

results and interpretation in this document rests with Department of Social Protection and not with 

the ESRI. 

 

This is the second Social Impact Assessment carried out by the Department of Social Protection 

using the new SWITCH model, which was launched by the ESRI in August 2020. The assessment 

covers the welfare and direct tax measures announced in Budget 2022.  Social expenditure 

measures in relation to healthcare, affordable childcare, education and social housing and indirect 

taxation changes (such as the carbon tax) are not included. 

 

http://www.esri.ie/switch
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The assessment includes the impact of the increase in the national minimum wage (from €10.20 to 

€10.50 per hour from 1 January 2022). While paid for by employers, this is a Government-

sanctioned initiative designed to boost the incomes of workers on low earnings. 

 

The comparator policy (base policy) in the analysis is the Budget 2021 policy which freezes taxes 

and welfare payments in nominal terms. This differs from the post-budget analysis undertaken by 

the ESRI which indexes 2021 tax and welfare parameters in line with inflationvii, but is similar to the 

approach taken by the Department of Finance Distributional Analysis which was published with the 

Budget 2022 documents in October 2021.viii 

 

The Social Impact Assessment for Budget 2021 included analysis of the Pandemic Unemployment 

Payment (PUP).  This reflected the significant number of recipients of this payment at the time.  At 

the time of drafting this document, there had been a re-opening of the economy accompanied by a 

reduction in the number of recipients of the Pandemic Unemployment Payment with plans in place 

for a phased withdrawal of the PUP in early 2022.  Therefore, for the purpose of this Social Impact 

Assessment, the modelling treats PUP recipients as the equivalent of Jobseeker’s Allowance 

recipients.   

 

Note:  
It should be noted that the new SWITCH model does not feature certain outputs included in 

previous social impact assessments by the Department of Social Protection. Therefore, the 

following are not included in this Assessment:  

• Impact on Work Incentives (Replacement Rates); and  

• Marginal Effective Tax Rates (which can measure what part of any additional earnings are 

“taxed away” through the combined effect of increasing tax and decreasing benefit).  

Analysis of impact by Family Type (earning and non-earning) was provided by the ESRI.  
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Table 1: Summary of welfare & income tax measures for 2022 & official costs (full year) 

 

Measures 
Official full 
year cost 

(gross) €m 

Welfare 
 

554.00 

Weekly Rates:  Working Age 
€5 weekly increase in the maximum weekly rate for working-age people and 
young jobseekers with proportionate increases for adult dependants and others 
on reduced payments  
 
Weekly Rates:  Pensions 
€5 weekly increase in the maximum weekly rate for pensioners with 
proportionate increases for adult dependants and those on reduced rates of 
payment 
 
Qualified Child Increase 
(a) Increase the weekly rate of the qualified child increase for children aged 12 
and over by €3 per week, from €45 to €48 per week. 
 
(b) Increase the weekly rate of the qualified child increase for children under the 
age of 12 by €2 per week, from €38 to €40 per week. 
 
Working Family Payment  
Increase the Working Family Payment income thresholds by €10 per week for all 
family sizes  
 
Living Alone Allowance 
Increase the Living Alone Allowance by €3 per week from €19 to €22 
 
Disability Allowance 
Increase in the weekly earnings limit from €350 to €375 
 
Fuel Allowance 
Increase the rate of Fuel Allowance by €5 per week from €28 to €33 and 
increase the weekly means threshold by €20 to €120 
 
Carer’s Allowance 
Increase the weekly income disregard for Carer’s Allowance to €350 a week for 
single carers and to €750 for carers with a spouse/partner and  
 
Increase the Capital/Savings disregard in Carer’s Allowance from €20,000 to 
€50,000  

 
 

196.00 
 
 
 
 

179.30 
 
 
 

17.90 
 
 

21.40 
 
 
 

23.10 
 
 
 

36.00 
 
 

0.60 
 
 

55.80 
3.90 

 
 
 

15.40 
 

4.60 

Direct tax 
 
Increase the income tax standard rate band from €35,300 to €36,800 for single 
people and €44,300 to €45,800 for married couples/civil partners with one earner 

 
 
 
 
 

 
Increase the Personal Tax Credit; the Employee Tax Credit and the Earned 
Income Tax Credit from €1,650 to €1,700 
 
USC: Increase the ceiling of the 2% band from €20,687 to €21,295 
 

597 
 
 
 

26 

Source: Budget 2022; Department of Public Expenditure and Reform 
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The welfare and income tax measures 

Details of the budgetary measures are set out in the Budget 2022 documentation.ix  The 

measures included in this analysis are presented in Table 1 above together with official 

costings. There are eight social welfare measures included in the analysis, with full-year 

expenditure of €554 million. There are five direct tax items with a total cost of €623 million. As 

mentioned previously, this assessment does not include the impact of changes to indirect 

taxes, including the carbon tax, excise duty, or VAT. 

 

The impact modelled is on the level and distribution of 2021 incomes, with an allowance made 

for increased earnings in the economy over the survey data base year. The distributive impact 

on household income is measured by income quintile (five equally sized groups ranked by 

equivalised income) and by family typesx (10 categories differentiated by composition and 

earning status). The impact on at-risk-of poverty is based on the 60% median income threshold.  

 

Distributive impact of the Budget 2022 measures 

Based on the SWITCH model, as a result of the budgetary measures, the estimated gain in 

average household disposable income is 1.0 per cent, the equivalent of €7.80 per week.  

Diagram 1 shows the distributive impact as measured by percentage change in each 

disposable income quintile. The greatest gains are for the first income quintile at 2.0 per cent 

and for the second income quintile at 1.4 per cent, with gains between 0.8 and 1.0 percent for 

the third, fourth and fifth quintiles.   

 

Diagram 1: Distributive impact of the composite 2022 measures 

(Percentage gain in household disposable income  

by equivalised disposable income quintilexi) 

 

 

Source: Results based on SWITCH, the ESRI tax-benefit model 

 

  

0.0%
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1.5%
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Distributive impact of the component measures 

Table 2 summarises the net cost and impact of the two main budgetary components using 

SWITCH. The welfare measures amount to €362.4 million (net), resulting in an average gain of 0.4 

per cent in household disposable income.  The income tax measures have a net cost of €584.2 

million, resulting in an average household gain of 0.6 per cent. 

 

It should be noted that, when the full combination of Budget 2022 measures is applied, there are 

interactions between the welfare and direct tax components that are not considered in this 

separation exercise below. 

 

Table 2: SWITCH estimate of net cost and impact of the direct tax 

and welfare component measures in Budget 2022xii 

 

Measure Net cost Impact 

Social welfare €362.4m 0.4% 

Income tax €584.2m 0.6% 
  

Source: Results based on SWITCH, the ESRI tax-benefit model 

 

 

Diagram 2 below shows the distributive impact of the component measures by income quintile. 

Budget 2022 can be seen to have a progressive pattern with welfare measures primarily 

benefitting those in the lower income quintiles.  

 
 

Diagram 2: Distributive impact of the main Budget 2022 components 

(Percentage gain in household income by equivalised income quintiles)  

 
Source: Results based on SWITCH, the ESRI tax-benefit model 

 

  

0.0%

0.2%

0.4%

0.6%

0.8%

1.0%

1.2%
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2.0%

€0-€264 €265-€370 €371-€498 €499-€658 >€658

Income Tax Measures Welfare Measures
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Impact of Budget 2022 measures on family types 

Diagram 3 presents the estimated distributive impact of the composite Budget 2022 measures 

only, by family type.xiii.  

 

The main findings are: 

 

• Non-earningxiv families gain more across all family types with non-earning lone parents 

gaining most at 2.5%, followed by non-earning couples with children at 2.4% and non-

earning singles at 2.3%.  

• For families with earnings, retired people gain most at 1.3%, followed by earning lone 

parents at 1.1%. 

 

Diagram 3: Distributive impact on families of the composite 2022 measures 

(Percentage change in disposable income by family type) * 

 

 

Source: Results based on SWITCH, the ESRI tax-benefit model  

* Blue E=Earning; Green NE=Non-Earning; C=Children; NC=No Children 

 

 

Impact on at-risk-of-poverty rate 

There is an estimated increase in median household disposable incomes and in the poverty 

threshold of 60% median disposable income (from €269.90 to €272.98 per week) as a result of 

the Budget measures outlined in this document. It is estimated that the whole population at-risk-

of-poverty falls by 0.7 percentage points, with a similar fall in the child at-risk-of-poverty rate.  

The estimated fall in the elderly at-risk-of-poverty rate is greater at 1.6%.  This suggests the 

continued positive performance of social transfers in alleviating income poverty. 
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Gender Impact 

The analysis of gender impactxv assumes full sharing of market income, tax liabilities and 

benefit receipt between members of a couple.  Diagram 4 shows the estimated change in 

individual disposable income by quintile and individual gender (male/female).  

 

The analysis shows that the estimated gains for women and men are roughly equal across the 

quintiles, except for quintile 2 where women gain slightly more than men.  Both women and 

men in the lower quintiles see greater estimated gains than those in the higher quintiles.  

 

 

Diagram 4: Impact of Budget 2022 by gender 
(Percentage Change in Individual Disposable Income 

by quintile and gender) 
 

 
 

Source: Results based on SWITCH, the ESRI tax-benefit model

0.0%

0.3%

0.5%

0.8%

1.0%

1.3%

1.5%

1.8%

2.0%

€0-€259 €260-€372 €373-€497 €498-€651 >€651

Men Women



 

10 

 

References 

 
i In this assessment, the phrases “households” and “families” refer to income-sharing units. An income-

sharing unit is a married couple or single person, together with their children aged 18 or younger or, in the 

case of students, aged 22 or younger living with their parents. 

ii Published budget documentation includes preliminary information on the distributional effects of the Budget 

2022. The Department of Public Expenditure and Reform developed a new SIA framework, which aims to 

broaden the scope of the current SIA practice to take account of not only tax and social welfare measures, 

but also assess how changes in public expenditure policy can impact on household outcomes and living 

standards.  See: https://www.gov.ie/en/collection/d6bc7-budget-2022-tax-strategy-group-papers/ 

iii See: http://ec.europa.eu/social/main.jsp?catId=89&langId=en&newsId=935&furtherNews=yes 

iv See: https://www.gov.ie/en/policy-information/aec432-equality-budgeting/  

v See: https://www.cso.ie/en/releasesandpublications/ep/p-silc/surveyonincomeandlivingconditionssilc2020/ 

vi Information on the design, underlying data and model construction can be found at: 

www.esri.ie/research/taxation-welfare-and-pensions/.  

vii The ESRI analysis also included the impact of indirect taxation changes. 

viii See: https://www.gov.ie/en/publication/7599a-budget-publications/ 

ix See: https://www.gov.ie/en/campaigns/0020e-budget-2021/  

x This includes the impact by family status, provided by the ESRI for this assessment. Analysis of the impact 

on people with disabilities or ethnic minorities is not technically possible at present. Future developments 

may rectify this. 

xi Quintile 1= €0-€264; Quintile 2=€265-€370; Quintile 3= €371-€498; Quintile 4=€499-€658; Quintile 5= 

>€658 

xii The SWITCH costings differ from the official figures due to the impact of any tax or welfare offsets (e.g. 

any tax paid on increased welfare rates).  In addition, not all beneficiaries of the rate increases are captured 

in the model. 

xiii In some cases, a number of family types may live in the same household. 

xiv A family is described as “non-earning” if there is no earner in the family. For example, a married couple 

where one person is employed/self-employed but whose spouse is unemployed is defined as an “earnings 

couple”. 

xv See Doorley K, Bercholz M., Callan T., Keane C. and Walsh J.R. (2018), The Gender Impact of Irish 

Budgetary Policy Dublin: ESRI for more analysis on this topic: https://www.esri.ie/pubs/bkmnext367.pdf 

https://www.gov.ie/en/collection/d6bc7-budget-2022-tax-strategy-group-papers/
http://ec.europa.eu/social/main.jsp?catId=89&langId=en&newsId=935&furtherNews=yes
https://www.gov.ie/en/policy-information/aec432-equality-budgeting/
https://www.cso.ie/en/releasesandpublications/ep/p-silc/surveyonincomeandlivingconditionssilc2020/
http://www.esri.ie/research/taxation-welfare-and-pensions/
https://www.gov.ie/en/publication/7599a-budget-publications/
https://www.gov.ie/en/campaigns/0020e-budget-2021/
https://www.esri.ie/pubs/bkmnext367.pdf

