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Introduction 
 

Social Justice Ireland welcomes the opportunity to discuss ex-ante scrutiny of Budget 2020 with the 
Oireachtas Committee on Budgetary Oversight.   

Social Justice Ireland is an independent social justice think tank.  We endeavour to make a significant 
contribution to Ireland’s Budgetary process through a series of annual publications including our 
policy briefings Budget Choices, Fairness in Changing Income Taxes, and, Budget Analysis and 
Critique.   

We engage with Oireachtas Committees during the annual budget process and we contribute to 
discussions in the National Economic Dialogue, and the Department of Employment and Social 
Affairs Pre-Budget Forum.   

Budget 2020 
Budgets are about choices.  In making these choices Government is shaping the society of the future.  
It is putting in place the various components of what it considers to be a good society, the 
infrastructure and services that will decide how the people of Ireland will experience the future.   

In the annual Budget Government has a very significant tool to give concrete expression to its vision 
of what the future should be. The accumulation of their decisions and allocations result in dramatic 
and divergent outcomes for different sections of society.   

Budget 2020 should be designed so that it is both economically sound and socially fair. These twin 
objectives are both realistic and achievable. However, they need to be underpinned by a clear policy 
commitment and by Budget decisions aimed at achieving both. 

Overall fiscal position 
The design of the overall Budget package is influenced by EU-wide Stability and Growth Pact rules 
and the Fiscal Compact. Under this procedure the net size of the Budget package is limited by the 
available ‘fiscal space’ - simply the money available for Budget decisions after account is taken of 
demographic pressures on public spending, capital plans, the indexation of income taxation 
structures, and other pre-committed polices. 

As the fiscal space measure is a net one, Government has the freedom in Budget 2020, and in any 
future Budget, to generate additional taxation revenue, from raising taxes in one area, and then 
spending or investing this money elsewhere. Similarly, it has the ability to ignore some of the 
assumptions involved in the calculation of the fiscal space and, for example, decide not to index the 
income taxation system. 

This is particularly relevant as the calculations for Budget 2020 assume the indexation of the income 
taxation system will happen. Deciding not to do this, as has been the case in all other Budgets, 
increases the size of the possible 2020 Budget package.  Having clarity regarding the assumptions 
and calculations underpinning the Budget package is important if the Oireachtas is to engage in 
informed debate and scrutiny.   

We note with concern that the table setting out the available fiscal space for the next Budget which 
was previously included in the Stability Programme Update has been omitted from the Draft Stability 
Programme Update 2019 published in April 2019 (Department of Finance, 2019).  To facilitate 
informed comment and engagement with the Budget process the details usually contained in this 
table should be made available in the public arena.  
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Public expenditure and exchequer receipts policy 
Government decisions to raise or reduce overall taxation revenue needs to be linked to the demands 
on its resources. These demands depend on what Government is required to address or decides to 
pursue. 

The effects of the recent economic crisis, and the way it was handled, carry significant implications 
for our future taxation needs.  The rapid increase in our national debt, driven by the need to borrow 
both to replace disappearing taxation revenues and to fund emergency ‘investments’ in the failing 
commercial banks, has increased the on-going annual costs associated with servicing the national 
debt. 

These new future taxation needs are in addition to those that already exist for funding local 
government, repairing and modernising our water infrastructure, paying for the health and pension 
needs of an ageing population, paying EU contributions and funding any pollution reducing 
environmental initiatives that are required by European and International agreements. Collectively, 
they mean that Ireland’s overall level of taxation will have to rise significantly in the years to come – 
a reality Irish society and the political system need to begin to seriously address. 

Social Justice Ireland believes that, over the next few years, policy should focus on increasing 
Ireland’s total tax-take. We believe that an increase in Ireland’s overall level of taxation is 
unavoidable in the years to come; even to maintain current levels of public services and supports 
more revenue will need to be collected.  An increase in the tax-take is a question of how, rather than 
if, and we believe it should be of a scale appropriate to maintain current public service provisions 
while providing the resources to build a better society. 

Previous benchmarks, set relative to the overall proportion of national income collected in taxation, 
have become redundant following recent revisions to Ireland’s GDP and GNP levels as a result of the 
tax-minimising operations of a small number of large multinational firms.  Consequently, an 
alternative benchmark is required. 

We propose a new total tax take target set on a per-capita basis; an approach which minimises some 
of the distortionary effects that have emerged in recent years. Our target is calculated using CSO 
population data, ESRI population projections, and CSO and Department of Finance data on recent 
and future nominal overall taxation levels.  

The proposed target is as follows: 

Ireland’s overall level of taxation should reach a level equivalent to €15,000 per capita in 
2017 terms. This target should increase each year in line with growth in GNI*. 

We calculate that the difference between the level of taxation that is proposed to be collected by 
Government and that which would be collected if the Social Justice Ireland target was achieved to be 
€3.5 billion in 2019.  We elaborate on this in further detail in our submission and are happy to 
answer any questions committee members may have. 

Increasing the overall tax take to this level would require a number of changes to the tax base and 
the current structure of the Irish taxation system. Increasing the overall taxation revenue to meet 
this new target would represent a small overall increase in taxation levels and one which is unlikely 
to have any significant negative impact on the economy. 
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Matters which have a significant impact on the budgetary position or 
on the overall fiscal position 
 
Demography will have a significant impact on Ireland’s budgetary position going forward.  Ireland’s 
growing and ageing population will require increased spending at certain stages in all levels of public 
expenditure, from early childhood education and care, education, healthcare and pensions.  These 
issues should be part of the framing of Ireland’s overall fiscal position.   

Education, healthcare and pensions have a significant impact on the overall fiscal position.  The 
Department of Finance has used the European Commission 2018 Ageing Report as the basis for its 
assumptions from 2016-2070. Over the period the report anticipates an increase in the elderly 
population (65 years +) from approximately 630,000 people in 2016 to 1.2m in 2040. 

Over the same period, the proportion of those of working age will decline as a percentage of the 
population and the old-age dependency ratio will increase from almost five people of working age 
for every elderly person today to less than three for every elderly person from 2040. While these 
increases imply a range of necessary policy initiatives in the decades to come, there is an inevitability 
that an overall higher level of taxation will have to be collected. 

In this context Government should ensure that windfall gains in taxation should be used to provide 
investment for non-recurring infrastructure projects such as the provision of social housing, primary 
healthcare centres, rural broadband etc. This approach would be strategically in the long-term 
interest of building a better and fairer Ireland.  

Delivering a Just Taxation System 
 

Social Justice Ireland believes that if the challenges and needed reforms we have highlighted 
throughout this submission and in our previous publications are to be effectively addressed, 
Government’s key policy priorities in this area should be to: 

 increase the overall tax-take; 

 adopt policies to broaden the tax base; and 

 develop a fairer taxation system. 

Conclusion 
In order to achieve a Budget that is economically sound and socially fair it is essential that there is an 
integrated approach that considers social, economic and environmental policy together.  There are 
five policy goals that are core to such an integrated approach.    These focus on developing: a vibrant 
economy; just taxation; decent services and infrastructure; good governance; and, sustainability. In 
our Policy Briefing on ‘Budget Choices’ we have provided an outline of what significant movement 
towards these core policy goals would require.  In our publication ‘Social Justice Matters 2019’ we 
have provided details of the research on which this approach is based.  We are glad to provide any 
further clarification or development that the Committee may require.  
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