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Introduction 
 

Social Justice Ireland endeavours 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.   

We welcome the opportunity to make a submission to the Oireachtas Committee on Budgetary 

Oversight on Budget 2020.   

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 
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informed comment and engagement with the Budget process the details usually contained in this 

table should be made available in the public arena.  

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. 

Ireland’s national debt increased from a level of 24 per cent of GDP in 2007 - low by international 

standards - to peak at 119.9 per cent of GDP in 2012. The Stability Programme Update from the 
Department of Finance projects that the national debt will decrease to 61.1 per cent of GDP in 2019 

and to 55.4 per cent by 2021. The large revision in GDP for 2015 has had a significant effect on this 
indicator (Department of Finance, 2018a: 29). Despite favourable lending rates and payback terms, 
there remains a recurring cost to service this debt – costs which have to be financed by current 

taxation revenues. The estimated debt servicing cost for 2019 is €5.3bn (Department of Finance, 
2019). Furthermore, the erosion of the National Pension Reserve Fund (NPRF) through using it to fund 

various bank rescues has transferred the liability for future public sector pensions onto future 
exchequer expenditure. Although there will be some return from a number of the rescued banks, it is 
likely to be small relative to the total of funds committed and therefore will require additional taxation 

resources. 

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.  
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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*. 

Table 1.1 compares our target to the Budget 2019 expectations of the Department of Finance. We 
also calculate the overall tax gap for the economy; the difference between the level of taxation that 

is proposed to be collected and that which would be collected if the Social Justice Ireland target was 
achieved. In 2019 the overall tax gap is €3.5 billion and the average gap over the period 2018-2020 
will be €3.2 billion per annum. 

Table 1.1: Ireland’s Tax Gap, 2018-2020 

 2018 2019 2020 

Tax-take € per capita    
Budget 2019 projection €15,366 €15,959 €16,617 

Social Justice Ireland target €15,885 €16,505 €17,049 
Difference €519 €545 €432 
    

Overall Tax-take €m    
Budget 2019 projection €73,641m €77,515m €81,354m 
Social Justice Ireland target €77,153m €80,804m €84,138m 

Tax Gap €3,513m €3,289m €2,784m 
Notes: Calculated from Department of Finance (2018a: 54), CSO population data and ESRI population projections 
(Morgenroth, 2018:48). GNI* is assumed to move in line with GNP – as per Department of Finance (2017:49). The Tax Gap 

is calculated as the difference between the Department of Finance projected tax take and that which would be collected if 
total tax receipts were equal to the Social Justice Ireland target. 

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, reforms which we address in detail in our publication 

‘Social Justice Matters 2019’. 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. 

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.   

In terms of education, the Department of Education and Skills own projections suggest enrolments at 

primary level will peak at 559,822 students in 2020, and enrolments at second level will peak at in 
401,754, at 20251.  At third level the number of students is expected to increase annually between 
2018 and 2030, peaking at 222,514 fulltime enrolments2.  This implies that increased resources will be 

required at primary, second and third level at particular periods between 2020 and 2030.   

Healthcare and pensions also have a significant impact on the overall fiscal position.  Research by 

                                                             
1 https://www.education.ie/en/Publications/Statistics/projections/projections-of-full-time-enrolment-primary-
and-second-level-2018-2036.pdf 
2 https://www.education.ie/en/Publications/Statistics/projections/projections-of-demand-for-full-time-third-
level-education-2018-2040.pdf 

https://www.education.ie/en/Publications/Statistics/projections/projections-of-full-time-enrolment-primary-and-second-level-2018-2036.pdf
https://www.education.ie/en/Publications/Statistics/projections/projections-of-full-time-enrolment-primary-and-second-level-2018-2036.pdf
https://www.education.ie/en/Publications/Statistics/projections/projections-of-demand-for-full-time-third-level-education-2018-2040.pdf
https://www.education.ie/en/Publications/Statistics/projections/projections-of-demand-for-full-time-third-level-education-2018-2040.pdf
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Bennett et al (2003), the OECD (2008) and the ESRI (2010) have all provided some insight into future 
exchequer demands associated with healthcare and pensions in Ireland in the decades to come. The 

Department of Finance has used the European Commission 2018 Ageing Report as the basis for its 
assumptions from 2016-2070 which are summarised in table 1.2. 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 and to a peak of 1.49m in 2060.  

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 onwards (Department 
of Finance, 2018b: 42). 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. 

Table 1.2: Projected Age-Related Expenditure, as % GDP 2016-2070 

Expenditure areas 2016 2020 2030 2040 2050 2060 2070 

Gross Public Pensions 5.0 5.1 5.8 6.7 7.4 7.2 6.6 

of which:        
   Social protection pensions 3.8 3.8 4.3 5.2 6.1 6.3 6.0 
   Public service pensions 1.2 1.3 1.5 1.5 1.4 0.9 0.6 

Health care 4.1 4.3 4.6 4.9 5.1 5.2 5.1 
Long-term care 1.3 1.4 1.7 2.1 2.7 3.1 3.3 

Education 3.6 3.5 3.6 3.2 3.4 3.5 3.3 
Other age-related (JA etc.) 1.1 0.8 0.9 0.9 0.9 0.9 0.9 
        

Total age-related spending 15.2 15.0 16.6 17.8 19.4 20.0 19.3 
Source: Department of Finance (2018b: 42)  

 

The importance of Government investment should be highlighted in this context.  Increasing such 
investment on the issues highlighted in table 1.2 is critical towards securing people’s commitment to 

democratic structures and processes. Without such investment the social contract between citizens 
and the state could be undermined.  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. 
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Policy priorities under each of these headings are listed below. 

 

Increase the overall tax-take 

• Move towards increasing the total tax-take so that sufficient revenue is collected to provide 

redistribution and public services at average-European levels. 

 

Broaden the tax base 

• Continue to reform the area of tax expenditures and further enhance procedures within the 
Department of Finance and the Revenue Commissioners to monitor on an on-going basis the 

cost and benefits of all current and new tax expenditures; 

• Continue to increase the minimum effective tax rates on very high earners (those with 
incomes in excess of €125,000) so that these rates are consistent with the levels faced by PAYE 

workers; 

• Move to negotiate an EU wide agreement on minimum corporate taxation rates (a rate of 17.5 

per cent would seem fair in this situation); 

• Adopt policies to ensure that corporations based in Ireland pay a minimum effective corporate 

tax rate of 10 per cent. As an interim measure introduce a 6 per cent rate in the next Budget; 

• Impose charges so that those who construct or purchase second homes pay the full 

infrastructural costs of these dwellings; 

• Restore the 80 per cent windfall tax on the profits generated from all land re-zonings; 

• Join with other EU member states to adopt a financial transactions tax (FTT); 

• Adopt policies which further shift the burden of taxation from income tax to eco-taxes on the 
consumption of fuel and fertilisers, waste taxes and a land rent tax. In doing this, government 

should minimise any negative impact on people with low incomes. 

 

Develop a fairer taxation system 

• Apply only the standard rate of tax to all discretionary tax expenditures; 

• Make tax credits refundable; 

• Accept that where reductions in income taxes are being implemented, they should favour fair 

options which do not skew the benefits towards higher earners; 

• Ensure that individualisation in the income tax system is done in a fair and equitable manner;  

• Integrate the taxation and social welfare systems; 

• Begin to monitor and report tax levels (personal and corporate) in terms of effective tax rates;  

• Develop policies which allow taxation on wealth to be increased; 

• Ensure that the distribution of all changes in indirect taxes discriminate positively in favour of 

those with lower incomes; 
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• Adopt policies to simplify the taxation system; 

• Poverty-proof all budget tax packages to ensure that tax changes do not further widen the 

gap between those with low income and the better off. 

 

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 areas that are integral to such an integrated approach.    These are: a vibrant economy; just 

taxation; decent services and infrastructure; good governance; and, sustainability.  

Table 1.3: Policy Framework for a Just Ireland  

Vibrant economy Decent services and 
infrastructure 

Just taxation Good 
governance 

Sustainability 

Fiscal and financial 
stability and 
sustainable 

economic growth 

Secure, well-funded 
public services and 

social infrastructure 

A tax-take closer 
to the EU average 

Deliberative 
democracy and 

PPNs 

Increased 
environmental 
protection and 
climate justice 

Adequate public 
investment  

Reduced 
unemployment and 
underemployment 

Increased equity 
in taxation and 

reduced income 
inequality 

Social dialogue 
– all sectors in 
deliberative 

process  

Balanced regional 
development 

A more just 
economic structure 

Seven social, economic 
and cultural rights to 

be achieved 

A fair share of 
corporate profits 

for the State 

Reformed policy 
and budgetary 

evaluation 

New indicators of 
progress and 

Satellite National 
Accounts 
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