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Chair’s Foreword
The Select Committee on Budgetary Oversight in its Final Report on The Framework for
Parliamentary Engagement Throughout the Course of the Budgetary Cycle sets out the areas in
which the Committee will increase its engagement in the budgetary process. The first of these
areas to be considered by the Committee is the SPU (Stability Programme Update). The report
outlined that Ireland is an international outlier in the level of input parliament has in the mediumterm budgetary plan. While the draft SPU is presented to the Dáil before transmission to the EU,
there is little formal approval or opportunity to provide input.
The SPU is the Committee’s first engagement of the year with budget 2022 and undertaking exante scrutiny of this initial engagement is crucial in providing parliamentary oversight.
The pre-SPU engagement will become an annual part of the Committee’s work programme, leading to more informed debate
with the Minister for Finance on the medium-term fiscal strategy.
The last year has been a huge upheaval in our lives. The financial supports provided by the State have been vital in maintaining
incomes through the pandemic. Such supports are likely to be needed, in one form or another, for some time.
The pandemic has, and will continue to have, a significant impact on our economy and it is vital that we are in a position to
understand, discuss and make decisions on the best way forward. There are a number of risks to the economy, some new and
some old, that we must take action to mitigate.
The Committee has set out the key areas it believes are potential risks to the Irish economy in the short-to-medium term. The
Committee strongly recommends that the Stability Programme Update addresses these areas and indicates how to mitigate
such risks.
The Committee looks forward to engaging with the Minister of Finance on these issues and the draft SPU.
On behalf of the Committee I would like to thank the ESRI, the Department of Finance and the Central Bank of Ireland for
presenting to the Committee. These engagements have allowed the Committee to gain a better understanding of economic
conditions and how they may evolve. I would also like to thank the Parliamentary Budget Office for their input into the
Committee and their publications which have been very useful to the Committee.
Finally, I would like to thank the Members of the Committee for their input and insight throughout our engagements leading to
this report.

__________________
Neasa Hourigan TD.
Committee Chair
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Introduction
The Stability Programme Update (SPU) updates the Irish Government’s medium-term macro-economic and fiscal forecasts and
in effect broadly outlines the State’s medium-term budgetary strategy.
The Committee on Budgetary Oversight (“the Committee”) committed in its “Final Report on the Framework for Parliamentary
Engagement throughout the Budgetary Cycle” to publish a pre-SPU report. The Committee noted in this report that:
Ireland is an outlier internationally with regard to the level of input Parliament has in the medium-term budgetary plan (i.e. SPU).
there is no formal approval of the SPU by the Oireachtas, and no prior opportunity to provide input into it.
The Committee meets the Minister to discuss the plan post-publication.
The purpose of the Committee’s pre-SPU is to bring parliamentary input into the SPU process and intends to meet with the
Minister of Finance after the publication of the draft SPU, expected in mid-April.
This is the first year the Committee has engaged on the SPU before the publication of the draft SPU. The Committee intends that
this will be an annual report. Due to the limits on Committees due to the pandemic, the Committee had to limit its engagements.
The Committee envisages that it will hold increased engagements prior to the 2022 draft SPU.
It should also be noted that the SPU process has been impacted by the Covid-19 pandemic. For example, the European
Commission has not produced country specific recommendations this year. As a result, the Committee expects that future preSPU reports will be able to focus on additional areas.
The Committee recognises the difficulties of medium-term economic and budgetary forecasting, particularly in the context of
uncertainty of restrictions, the impact of the vaccine rollout etc. The Committee is focusing on the risks to the economic and
budgetary position and the medium-term goals.
The Committee held meetings with the Economic and Social Research Institute (ESRI), the Department of Finance and the Central
Bank. Links to the opening statements and transcripts are included in Appendix 2. The Parliamentary Budget Office (PBO) has
also published its Spring 2021 Economic and Fiscal Commentary1, which the Committee has considered as part of this report.

1

Parliamentary Budget Office – Economic and Fiscal Commentary Spring 2021 – Publication 15 of 2021 (oireachtas.ie)
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Overview of Economic Conditions
Background
The economic performance in 2020 was dramatically impacted by the Covid-19 pandemic. It is not yet known whether the impact
of 2021 will be of similar a magnitude. However, the restrictions in place over the first three months, and likely to continue in some
form into Q2 and perhaps Q3, were not fully accounted for in the early forecasts for 2021.

Gross Domestic Product
Gross Domestic Product (GDP) increased by 3.4% in 2020. This growth contrasted with other European Union member states,
all of who recorded decreases to GDP that year (see figure 1).

Figure 1: GDP 2020. Source PBO

However, while it is generally accepted that GDP is not a useful indicator of domestic economic activity in Ireland. The initial
estimates of Ireland’s 2020 GDP illustrate this yet again. GDP was heavily impacted by export growth of Multi-National Companies
(MNCs) especially within the technological and pharmaceutical market.

2021-2022
GDP is expected to continue to grow in 2021, although these assumptions are depended on many dynamic factors, such as the
impact of Covid-19 case numbers, the supply and effect of vaccines and global economic factors. Central Bank forecasts GDP
growth of 4.6% in 2022.
GDP Growth Forecast (y-on- y %)

2021

2022

European Commission (FEB 2021)

3.4

3.5

Central Bank (Jan 2021)

3.8

4.6

ESRI (March 2021)

4.4

5.2
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Modified Domestic Demand
Modified Final Domestic Demand (MDD), which is accepted as a more accurate indicator for the domestic economy, decreased
by 5.4% in 2020.

Within the domestic market, there were large divergences among individual sectors which is indicative of the nature of economic
activity in 2020, with restrictions undertaken in response to the health crises, impacting differently among sectors.
For example, the Central Statistics Office have recorded that industry (excluding Construction) and the Information and
Communication sectors grew by 15.2% and 14.3% respectively whereas output fell in the Construction sector (-12.7%), Arts,
Entertainment and other services (-54.4%) and Distribution, Transport, Hotels and Restaurants (-16.7%).
Overall Personal Consumption Expenditure on Goods and Services recorded a 9% deficit in 2020.2

2021-2022
It is forecasted that MDD will grow by 2.9% in 2021 with greater growth expected as restrictions are eased. MDD is forecast to
grow again in 2022 by 3.6%.

2
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Summary of Committee Engagements
The Committee discussed a wide range of issues facing the medium-term outlook of the Irish economic and fiscal position.
A number of witnesses highlighted that the trajectory of the pandemic, the vaccine roll-out and easing of restrictions remains the
primary issue related to economic recovery in the short-term. However, as the SPU is a medium-term analysis, the Committee’s
engagements primarily focused on the post pandemic recovery.

Deficit and Debt Levels
The Committee heard from multiple witnesses that the rise in deficit and debt was both necessary and warranted. They have been
vital in avoiding larger falls in income for both businesses and households.
The ESRI discussed the current deficit and debt levels and the impact they will have on the economy going forward and highlighted
that growth in Europe has suffered from the absence of significant investment across many economies. The impact of the debt
burden was raised by a number of witnesses. The Central Bank noted that a high level of public sector debt leaves the economy
more vulnerable to external shocks
There have been a number of calls for “unconventional” fiscal policies, such as increased public investment as a response to the
crisis. This includes statements from European Central Bank (ECB) officials for unconventional fiscal policies that support the
ECB efforts. Christine Lagarde3 reinforced this view in comments made following the meeting with the ESRI, noting the need for
the recovery of the euro area over the medium term to be supported by expansionary fiscal policies alongside favourable financing
conditions and recovery in demand.
The need to reduce the debt burden was outlined by a number of witnesses. However, there was also agreement that this should
only be done once the economic conditions allow. The Central Bank noted that economic growth will be the primary driver of the
reduction in the debt burden and was clear that austerity is not required as it would remove demand from the economy before the
recovery is established.
The Committee also heard that there have been recent discussions on how to measure debt sustainability, with questions over
whether debt-to-GDP is an appropriate measure of debt sustainability as it compares a stock (the debt) to a flow (GDP). It was
highlighted that interest rates are an important factor in debt sustainability. The ESRI noted that if the future average interest rate
on Irish debt remains constant over the next ten years, higher debt levels will be sustainable.
The Central Bank outlined that the National Treasury Management Agency has had two bond issuances amounting to €7 billion
this year. This accounts for around 40% of the planned issuance for the year. The Central Bank also noted that while it doesn’t
have an exact figure, in the order of one-third of the total debt stock is held by the ECB.
The nature of the additional expenditure in response to the pandemic was also discussed during the Committee’s engagements.
The Central Bank outlined that one-off expenditures have a more benign effect on the budgetary position than increases to core
expenditure. As temporary measures are unwound, the deficit will reduce. However, increases to “core” expenditure will have to
be financed going forward.
The Central Bank highlighted the importance of not removing existing supports too quickly, stating that the “current temporary
policies remain necessary and they need not be removed prematurely” and the focus should be on the economic recovery. As
the economy recovers, the removal of supports can be considered.
The ESRI outlined that it would not be sustainable to go on running sizeable deficits (between 5% and 7%) over time and
particularly for a small open economy it is prudent policy to accumulate some fiscal buffers. However, it is noted that this will be
a challenge and additional supports, such as those relating to changing demographics, will place further pressure on current
expenditure.4

3
4
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Capital Investment Spending
The Central Bank highlighted that it is “extremely unwise” for capital investment to be reduced after an economic crisis as it would
have negative long-term effects on economy’s productive capacity and that enhancing the productive capacity of the economy,
such as investments in infrastructure and human capital, will be an important part of the recovery.
The ESRI stated that the key requirements of the economy need to be identified and highlighted housing and green technologies
as priority areas for public investment. However, the ESRI also outlined that there are concerns around the danger of public
funding projects without getting the required return and that ultimately investments must generate a certain rate of return for the
taxpayer.
Ireland will also have access to some funding from the EU recovery and resilience fund. The Central Bank noted that some of this
funding will have to take climate matters into consideration.
The PBO highlighted that there is a €710m capital carryover from 2020 and questioned if it will be possible for the full capital
allocation to be spent due to the pandemic restrictions.

Fiscal Rules
The Committee discussed the EU fiscal rules with witnesses. The ESRI noted that there will be considerable debate at European
level about future fiscal policy and the fiscal framework will be reviewed in the coming months. The ESRI also highlighted EU
fiscal rules have been suspended until next year.
The Committee heard, that while fiscal rules within a monetary union are necessary, the existing rules have proved problematic.
The Central Bank noted that the fiscal framework is complex, particularly in relation to structural balances and that greater
simplicity in the framework should be considered, such as simpler rules on expenditure rather than balances. There is also an
element of “one size fits all” to the assessment on debt, focusing solely on the debt to GDP ratio. However, the Central Bank also
noted that these are inherently political matters.
Christine Lagarde5 has outlined the ECB’s hope that once the suspension of fiscal rules is lifted, the rules will have been revisited
and improved to focus on productivity and investment. The ESRI also believes the fiscal framework should be reformed to allow
for greater public investment. The European Commission had begun a consultation process on the fiscal framework but postponed
it due to the pandemic.6

Interest Rates
As previously outlined the current interest rates on Government debt has a significant impact on the Ireland’s debt sustainability.
The ESRI outlined that there have been low interest rates across most western economies and stated “it is safe to say that in the
short to medium term there is unlikely to be a substantial pick-up in interest rates, certainly at a European level.” The Central also
stated it does not expect to see trends of higher interest rates in the short term.
The ESRI noted that the low interest rate environment enables Ireland, and other countries, to borrow significantly while the cost
of borrowing remains quite low and acknowledged that ECB policies have been “hugely influential” in terms or interest rates. The
Central Bank also highlighted the importance of the ECB’s accommodative monetary policy in creating the current interest rate
environment. ECB monetary policy also has had an impact on lending costs of financial institutions and the economic performance
of the eurozone as a whole. The NTMA’s bond issuances have also mitigated some of the risks of higher interest rates according
to the Central Bank.
The Central Bank did, however, state that interest rates will increase at some stage and that it is important that the economy is
well placed to withstand it, such as through lower public sector debt. However, the Central Bank was clear that it was not putting
a timeframe on when these increases would occur.

5
6

PRESS CONFERENCE (europa.eu)
Economic governance review | European Commission (europa.eu)
9

Taxation
The PBO commentary highlights that tax receipts were €6.3 billion below pre-Covid-19 forecasts but €7.6 billion above the initial
forecasts after the pandemic (included in the 2020 SPU). This was due to the strong performance of Corporation Tax and the
relatively modest decrease in Income Tax.
The PBO also notes that the pandemic has exacerbated Irelands reliance on Income Tax and Corporation Tax, which are
concentrated in a relatively small number of taxpayers. The Central Bank and PBO also highlighted the reliance, around 20% of
overall tax revenues, on Corporation Tax is a potential risk, noting that it is dominated by multinationals. Corporation Tax could
also be impacted by changes to international taxation arrangements, such as the OECD/G20 BEPS framework7.
The question of raising additional revenue through raising taxes and broadening the tax base was also discussed. The ESRI
cautioned against increasing taxes in the short-term as there is a risk of choking off an economic recovery and noted that it may
be preferable to wait for the economy to recover before having the debate on tax rises.
One potential area suggested by the ESRI is increasing property taxes, given the sharp rate of house price inflation. It also stated
that while raising taxes now is not advised, it is possible that additional revenue will be needed, either to pay for costs incurred
during the pandemic or to finance a larger role for the State going forward. The Central Bank also noted that permanent increases
will need to be accompanied by revenue-raising measures.
The PBO noted that a new Commission on Taxation and Welfare is due to be established this year.

Measuring the Irish Economy
The Committee also discussed the concern with using GDP as a measure for the Irish economy. The ESRI noted that GNI* figures
are published alongside the GDP figures, although it also pointed to some issues with the GNI* measure as outlined in a recent
paper by Professor Honohan8. The key metric for the ESRI is the labour market as it gives the best indication of how well the
economy is performing. The Central Bank stated that GDP is around 40% higher than GNI*.
The Central Bank also highlighted that it is also important to take broader measures into account, reflecting issues including wellbeing, health and education, such as the UN Human Development Index. These measures go beyond the financial and budgetary
indicators allowing a broader understanding of the economic and societal situation.
The impact of the GDP measurement on Ireland was also discussed. The Central Bank noted that use of the GDP figure impacted
on our contributions, and in some cases the returns, from the EU.
The Central Bank also noted that the rise in GDP masked falls in private consumption (9%) and modified domestic demand (5.4%).

Labour Market
The Central Bank noted that the impact of the pandemic is particularly evident in the labour market. The ESRI expects that it will
be at least 2023 before unemployment returns to pre-pandemic levels (below 5%), with the rate being around 10% at the end of
this year and approximately 6.5% at the end of 2022. In a speech given in early March9, Central Bank Governor Gabriel Makalouf
stated that the Central Bank forecasts that the unemployment rate will be an average 9.3% this year and 7.8% in 2022.
The PBO highlights that the number of people on the Pandemic Unemployment Payment (PUP) or Live Register in February 2021
was 655,549, below the peak of 816,848 in April 2020. However, for context the PBO notes that the highest number on the Live
Register during the Financial Crisis was 448,800 in August 2011. The CSO also a publish Covid-19 Adjusted Measure of
Unemployment which was 596,668 at the end of February. The Central Bank noted recovery in the labour market is likely to lag
behind economic growth until the recovery becomes more established.
The State supports available throughout the pandemic, such as the wage subsidy schemes and the PUP, have been vital to
supporting incomes of many households. The Central Bank outlined that lower income workers have been particularly impacted

7

About - OECD BEPS
Is Ireland really the most prosperous country in Europe? (centralbank.ie)
9 Podcast of speech available UL KBS Talks: Ireland's Finances Post Covid-19 by University of Limerick Podcasts • A podcast
on Anchor
8

10

by the pandemic. However, the Central Bank also highlights that the resulting decline in worker earnings has not been reflected
by a decline in disposable incomes, noting that this is a testament to the effectiveness of the income supports.
The removal, or tapering, of current pandemic supports (primarily the PUP and Employment Wage Subsidy Scheme - EWSS) will
be an important decision following the removal/reduction of restrictions. The ESRI outlined the need for a balance to be struck
between supporting incomes while also making sure there are the normal incentives that apply in the economy. It also highlighted
that under 30s were disproportionately affected by pandemic-related job losses and the withdrawal of supports risks impacting
this cohort more than others. This cohort, particularly 18-25 year olds, may also suffer scarring effects from the pandemic and find
it more difficult to re-enter the labour market according to the ESRI. Therefore, targeted supports for this group could be
considered.
The Department of Finance noted the importance of the EWSS in keeping employees close to businesses and preventing drift
from employment. The PBO and Central bank highlighted scarring in the labour market as a risk and the PBO noted it could lead
to skill deterioration and issues for some re-entering the labour market.
The Central Bank also discussed the increase of around €15 billion in personal savings over the past year, noting that it highlights
the different experiences of the pandemic as those not directly impacted by income losses, who have generally increased their
savings. These savings will be an important part of supporting the recovery according the Central Bank and the PBO.
Retraining and upskilling will be necessary, particularly, according to the ESRI, if there are insufficient job opportunities, or not
enough of the right type of job, when the supports are withdrawn. The Department of Finance also noted the risk of this mismatch
between available jobs and the skills of those who lost their jobs due to the pandemic. The ESRI told the Committee that one
option was to tie an extended pandemic payment to training or job activation measures. Education will also be an important part
of the recovery according to the ESRI as many jobs have changed or are changing. The Department of Finance also highlighted
the importance upskilling and re-skilling to increase employment levels.
The Committee also heard that the return to employment may be most difficult for those over 50, noting that during the last crisis
a significant number of the older cohort withdrew from the labour market. It was also noted that demoralisation could become a
problem as people become detached from the labour market and stressed the importance of keeping people attached to the
labour market. The Department of Finance also raised concerns around the scarring effect of long-term unemployment and stated
that all mechanisms to reduce unemployment should be considered.
Both the ESRI and the Central Bank acknowledged the risk of any sudden withdrawal of supports. The ESRI outlined some of the
options available, such as the tapering of PUP payments or allowing recipients to keep a portion of the payment while taking up
employment or training. Activation measures will be required to minimise the scarring effects after a long period of unemployment.
The Central Bank noted that the evolution of the wage subsidy scheme into a more permanent arrangement is worth consideration
as even temporary disengagement from the employment can lead to long-lasting effects.

Remote Working
The impact of remote working was also raised with the Committee. The ESRI noted that much of its work and thinking on the
issue more based on “anecdotal evidence than anything else”. The ESRI predicted that there will be an increase in blended
working, rather than one extreme or the other and that there will be some return to offices in the next 6-12 months. This will
present some challenges for businesses such as city centre retail. It was also noted that people may relocate and potentially avail
of cheaper housing and not undertake long commutes.

Inequality
The ESRI outlined that income inequality and poverty rates would have increased quite substantially without the introduction of
Covid supports and that disposable income inequality, after tax and transfers, has been quite stable between the pre- and postpandemic period. However, it was also noted that inequality could increase if the supports are withdrawn and there are not enough
labour opportunities available.
The Central Bank also addressed the issue of inequality, noting that it must be taken into account, particularly to ensure that the
short-term effects of the pandemic do not become sustained over time.
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SME Recovery/Business reopening
As with the impact on workers, the Committee heard that the State supports have significantly mitigated the losses of businesses.
The Central Bank did, however, highlight that many SMEs have experienced losses over the last year and estimates that close to
15% of them are unlikely to have the financial capacity to meet their liabilities in 2021.
While the ESRI are “fairly confident” that over the short to medium term most sectors of the economy will recover quite strongly,
there was widespread agreement that not all sectors and businesses will return to the pre-pandemic levels of activity. The
Committee heard that consumption patterns will have been changed by the pandemic (e.g. increased online shopping) and that
this will have an impact on the production structure. A number of sectors, such as retail, business travel and aviation are likely to
suffer from scarring effects, although there will be opportunities in some other sectors such as IT. The Central Bank noted that
some sectors of the economy will be permanently smaller compared to before the pandemic.
The ESRI outlined that based on the experience of the previous easing of restrictions businesses will rebound quickly, however,
there is a danger that many SMEs in the hardest hit sectors could be overwhelmed by the levels of debt incurred during the
pandemic, making it difficult for them to return to a normal level of activity.
The question of continuing supports for “non-viable” businesses was also discussed in both of the Committee’s public meetings.
It was widely acknowledged that this is a very problematic issue. The Central Bank agreed that the assessment of viability is a
difficult issue and that getting the balance right between supporting viable businesses and using resources on businesses that
will not be viable over the long term will be very challenging. It was also highlighted that as it is not yet known what how the
economy will emerge from the pandemic and therefore is it is difficult to design the necessary policies. The PBO have also outlined
that supports will have to aimed at viable businesses.
The Central Bank notes that much of the distress on SMEs will not become apparent until supports are removed and public policy
will have to make decisions on the balance between ongoing support to sectors and supporting new emerging sectors.

Brexit
The PBO also highlighted that Brexit could drive divergence between the EU and UK in some areas, potentially causing additional
costs to Irish supply chain and impacting on exports and imports. The Central Bank noted that while the EU-UK Trade and
Cooperation agreement avoids the disruption of a no-deal Brexit, it will make trade in goods and services more cumbersome and
expensive.

Inflationary Pressures
There has been some discussion around inflationary pressures in the global economy due to the stimulus package announced
by President Biden. Additionally, the impact of “pent-up” savings has been identified as a potential source of inflation.
The Central Bank outlined that it has published short term inflation projections which suggest that the outlook remains modest
and it does not expect to see trends of higher inflation in the short term. The ESRI was of the view that concerns about inflation
are somewhat misplaced and does not believe that there will be a significant increase in inflation in the next few years. The PBO
also consider that inflation is a low risk in the short term but may be an issue in the medium-term. The Department of Finance
outlined that the there are some concerns around inflationary pressures (not confined to construction), noting the behaviour of
financial markets in recent weeks.
However, the Central Bank outlined that there is likely to be an increase in inflation at some stage but emphasised that it was not
putting a timeframe on when the increase would occur.
The ESRI did, however, outline some risks to house price inflation in Ireland due the continued lack of supply, exacerbated by the
construction restrictions, and the build-up in savings which could lead to increased demand.
The Central Bank informed the Committee that the ECB is currently examining whether owner-occupied housing should be
included in the basket measuring price stability.
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Committee Observations
The Committee has identified a number of areas it believes are particular concern for Ireland in the short-to-medium term. The
Committee expects that in setting out the medium-term economic and fiscal position in the Stability Programme Update the
Government will address these areas. In addition, the other risks to the economic and fiscal position identified by the Committee’s
witnesses (summarised above) should be acknowledged and how these risks impact should be outlined in detail in the SPU. The
Government should also indicate how it intends to mitigate such risks.

Removal of State Supports
1.

As a number of witnesses have outlined to the Committee, the level of State supports throughout the pandemic have been
vital to supporting the incomes of households and businesses. As supports are removed, the full impact of the pandemic
on some households and businesses will become apparent as incomes are reduced.

2.

The Committee believes that one of the biggest risks to the economy is the premature removal of supports. This would
impact on the economic recovery, household incomes and business viability. The Committee recognises that there are
some risks to the supports remaining too long, however, these do not compare to the negative impacts of removing
supports too soon.

3.

The Committee also highlights the importance of tapering supports, rather than a “sudden stop”. Supports should be
gradually reduced/removed as the economy recovers and tailored to the groups and sectors most affected.

Labour Market
4.

The impact of the pandemic has not been uniform across all sectors of the economy and has impacted primarily the lower
income workers in sectors reliant on face-to-face contact. The re-opening of economy may also have an unequal impact
on the labour market, for example the Committee has heard that the pandemic has had a major impact on younger workers
and that it often more difficult for over-50s to return to the labour market and that the available jobs after the recovery may
not match the skills among those that have lost employment due to the pandemic.

5.

The Committee believes that targeted supports will be required to support workers affected by the pandemic, including
investment in training and re-skilling, continued employment supports for affected sectors, etc.

6.

The Committee also believes that discussions around future employment supports is needed to combat the risk of longerterm unemployment as highlighted by the witnesses. Consideration should be given to various options including
employment guarantees, reforms to the current social protection supports, etc.

Capital Investment
7.

The Committee notes that capital investment will be an important part of the economic recovery and vital for the future of
the Irish economy. Investment in technology and housing are two priority areas for Ireland that will have a major impact on
the Irish economy in both the short and long term. The Committee also notes that EU grant funding made available in
response to Covid-19 will be tied to a sustainable recovery.

8.

It is also vital that there is robust oversight of public investment through the procurement process and continued monitoring
of the investment projects.

Business Support and Growth
9.

The Committee has heard that businesses in Ireland will face a number of challenges during the economic recovery due
to the Covid-19 pandemic. As a result, the timely provision of credit and financial services to small and medium enterprise
will be of primary importance to the Irish economy. The Committee notes a concern that current financial service providers
may take positions on the viability of businesses in the context of pre-pandemic assessments of productivity or debt and
that where possible ‘viability’ should be considered in relation to the medium-term economic outlook.
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Government Deficits and Debt
10.

The increases in Government deficit and debt have been vital in supporting the economy through the pandemic. The
Committee also recognises the importance of the low interest rate environment support by the ECB in supporting
Government borrowing.

11.

The Committee agrees that over the medium term the deficit and debt ratios will have to be managed responsibly, with
reference to economic conditions. As noted by the Central Bank, economic growth will be the primary driver of the reduction
of the debt ratio. A rapid reduction in government spending, before the recovery takes hold risks, damaging the economic
recovery and growth.

12.

The EU fiscal rules were discussed during the Committee engagement and there have been a number of calls for the rules
to be revised. The Committees recognises the need for some form fiscal rules within the Eurozone, however, it welcomes
discussions on potential revisions to the existing rules.

13.

The Committee also recognises that changes to policy at EU level (whether through the ECB or fiscal rules) is a significant
risk to the Irish budgetary position.

Tax Revenues
14.

The robustness of tax revenues since the beginning of the pandemic has prevented further increases in the deficit.
However, it also highlights Ireland’s reliance on certain tax revenues on a relatively small number of taxpayers, particularly
Income Tax and Corporation Tax. The Committee agrees that this is a risk to the Irish economy, in particular as Corporation
Tax could be vulnerable to external shocks and international tax reforms. The Committee therefore believes that
Corporation Tax windfalls should be used for capital investment, not permanent increases in current spending.

EU-UK Trade
15.

The Committee notes that the impact of the UK withdrawal from the EU and the future relationship remains a major risk to
the Irish economy. The Committee highlights, in particular that the divergence between the EU and UK could create
additional costs.

Inflation
16.

The Committee notes that potential inflationary pressures have been the source of comment recently. While potential
increases in inflation should be monitored, the Committee does not believe this to be a key risk facing the economy
currently.

17.

However, the Committee is concerned that potential inflation in the Irish construction sector could have a negative impact
on the recovery. The Committee particularly noted the difficulty that may arise in relation to the construction sector and the
implications inflation will have on the whole of housing construction and new building where, as costs increase, both private
and public/social housing unit completion may be reduced.
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Fianna Fáil

Green Party

Fianna Fáil

Labour

Willie O’Dea TD

Kieran O’Donnell TD

Patricia Ryan TD

Fianna Fail

Fine Gael

Sinn Féin
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Appendix 2: Meetings and Stakeholders
•

9 March 2021 Public Transcript
•

Pre-Stability Programme Update - ESRI
•

Dr. Kieran McQuinn, Research Professor, Economic and Social Research Institution – ESRI
Opening Statement

•

•

Dr. Karina Doorley, Senior Research Officer, Economic and Social Research Institution – ESRI

11 March 2021 Private Microsoft Teams
•

•

Pre-Stability Programme Update – Department of Finance
•

John McCarthy, Chief Economist, Department of Finance Opening Statement

•

Niall Cassidy, Principal Officer, Department of Finance

•

Brendan O’Connor, Principal Officer, Department of Finance

23 March 2021 Public Transcript
•

Pre-Stability Programme Update – Central Bank of Ireland
•

Mark Cassidy, Director of Economics and Statistics Director, Central Bank of Ireland Opening
Statement

•

Rónan Hickey, Senior Economist, Irish Economic Analysis Division, Central Bank of Ireland
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Appendix 3: Committee Terms of Reference

Go ndéanfar, de réir mholadh an Fhochoiste ar Athleasú
na Dála faoi Bhuan Ordú 107(1)(a), Buan-Orduithe Dháil
Éireann i dtaobh Gnó Phoiblí a leasú tríd an mBuan-Ordú
seo a leanas a ghlacadh:

That, in accordance with the recommendation of the subCommittee on Dáil Reform under Standing Order 107(1)(a),
the Standing Orders of Dáil Éireann relative to Public
Business be amended by the adoption of the following
Standing Order:

219. (1) Beidh arna bhunú, a luaithe is féidir i ndiaidh
ationól na Dála tar éis Olltoghcháin, Buanchoiste, dá
ngairfear an Coiste um Fhormhaoirsiú Buiséid, chun
scrúdú a dhéanamh agus, más cuí leis é, chun tuarascáil a
thabhairt don Dáil—

219 (1) There shall stand established as soon as may be,
following the reassembly of the Dáil subsequent to a
General Election, a Standing Committee, to be known as
the Committee on Budgetary Oversight, to examine and,
where it considers it appropriate, report to the Dáil on—

(a)

(a)

(b)

(c)

ar an staid fhioscach fhoriomlán, lena n áirítear—

the overall fiscal position, including—

(i)

an staid chomhiomlánaithe maidir le hioncam
agus caiteachas agus Iarmhéid Ginearálta
an Rialtais, lena n-áirítear spriocanna
struchtúracha;

(i)

the aggregated position on revenue and
expenditure and the General Government
Balance, including structural targets;

(ii)

réamh-mheastacháin mheántéarma don
airgeadas poiblí;

(ii)

medium-term projections for the public
finances;

(iii)

réamhaisnéisí agus forbairtí
maicreacnamaíocha; agus

(iii)

macro-economic forecasts and developments;
and

(iv)

rialachas fioscach ginearálta, lena n-áirítear
rialacha agus priacail fhioscacha a fheidhmiú
maidir leis an staid fhioscach;

(iv)

general fiscal governance including the
application of fiscal rules and risks to the fiscal
position;

ar an mbeartas maidir le caiteachas poiblí, lena náirítear—

(b)

public expenditure policy, including—

(i)

an staid chaiteachais ag féachaint don
Uasteorainn Caiteachais Rialtais agus don
tslat tomhais chaiteachais faoin gComhaontú
Cobhsaíochta agus Fáis; agus

(i)

the expenditure position having regard to the
Government Expenditure Ceiling and the
expenditure benchmark under the Stability
and Growth Pact; and

(ii)

na hUasteorainneacha Caiteachais Aireachta
a bhfuil feidhm acu maidir le Meastacháin ar
leith nó grúpaí Meastachán i gcomhair
Seirbhísí Poiblí i gcás go bhféadfadh
athruithe suntasacha ar an bpróifíl
chaiteachais tionchar a bheith acu ar an staid
fhioscach fhoriomlán;

(ii)

Ministerial Expenditure Ceilings applying to
individual Estimates or groups of Estimates for
the Public Services where significant
variations from the expenditure profile could
potentially impact on the overall fiscal position;

ar an mbeartas maidir le fáltais an Státchiste.

(c)

Exchequer receipts policy.

(2) Féadfaidh an Coiste breithniú a dhéanamh ar ní a
bhaineann le beartas poiblí agus a bhfuil tionchar
suntasach aige ar an staid bhuiséid nó ar an staid
fhioscach fhoriomlán: Ar choinníoll go rachaidh
Cathaoirleach an Choiste, roimh thosach an bhreithnithe
sin, i gcomhairle leis an gCoiste earnála iomchuí arna
bhunú de bhun Bhuan-Ordú 95

(2) The Committee may consider a matter of public policy
with significant impact on the budgetary position or on the
overall fiscal position: Provided that prior to the
commencement of such consideration, the Chairman of the
Committee shall consult with the relevant sectoral
Committee established pursuant to Standing Order 95.

(3) Féadfaidh an Coiste freisin breithniú a dhéanamh ar an
gcreat foriomlán do rannpháirtíocht pharlaiminte le linn an
timthrialla buiséid agus féadfaidh sé moltaí i ndáil leis an
gcéanna a dhéanamh don Fhochoiste ar Athleasú na Dála,
is moltaí a bheidh le breithniú ag an gCoiste sin faoi

(3) The Committee may also consider the overall
framework for parliamentary engagement throughout the
course of the budgetary cycle and may make
recommendations thereon to the sub Committee on Dáil
Reform for that Committee’s consideration under Standing
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Bhuan-Ordú 119 (1)(b): Ar choinníoll, le linn dó é sin a
dhéanamh, go rachaidh an Coiste i gcomhairle—

Order 119 (1)(b): Provided that, in so doing, the Committee
shall consult with—

(a)

leis na Coistí arna mbunú de bhun Bhuan-Ordú 95
maidir le haon mholtaí a bhfuil tionchar acu, i
dtuairim an Choiste, ar ról nó ar chúram na gCoistí
sin; agus

(a)

the Committees established pursuant to Standing
Order 95 on any recommendations which, in the
opinion of the Committee, impact on their role or
remit; and

(b)

leis an Aire nó leis na hAirí iomchuí maidir le haon
mholtaí a bhfuil tionchar acu, i dtuairim an Choiste,
ar ról nó ar chúram Roinne nó Ranna,

(b)

the relevant Minister or Ministers on any
recommendations which, in the opinion of the
Committee, impact on the role or remit of a
Department or Departments,

agus tabharfaidh sé fógra i dtaobh thorthaí na
gcomhairliúchán sin don Fhochoiste ar Athleasú na Dála.

and shall notify the results of such consultations to the subCommittee on Dáil Reform.

(4) Beidh na cumhachtaí seo a leanas ag an gCoiste:

(4) The Committee shall have the following powers:

(a)

an chumhacht chun fios a chur ar dhaoine, ar
pháipéir agus ar thaifid mar a mhínítear i mBuanOrduithe 96(3) agus 99;

(a)

power to send for persons, papers and records as
defined in Standing Orders 96(3) and 99;

(b)

an chumhacht chun fianaise béil agus fianaise
scríofa a ghlacadh agus chun aighneachtaí a
ghlacadh mar a mhínítear i mBuan-Ordú 96(1) agus
(2);

(b)

power to take oral and written evidence and
submissions as defined in Standing Order 96(1) and
(2);

(c)

an chumhacht chun Fochoistí a cheapadh mar a
mhínítear i mBuan-Ordú 96(4);

(c)

power to appoint sub-Committees as defined in
Standing Order 96(4);

(d)

an chumhacht chun sainchomhairleoirí a fhostú mar
a mhínítear i mBuan-Ordú 96(14);

(d)

power to engage consultants as defined in Standing
Order 96(14);

(e)

an chumhacht chun taisteal mar a mhínítear i
mBuan-Ordú 96(15)).

(e)

power to travel as defined in Standing Order 96(15).

(5) Déanfar gach tuarascáil a bheartóidh an Coiste a
thabhairt, arna glacadh ag an gCoiste, a leagan faoi bhráid
na Dála láithreach agus as a aithle sin beidh cumhacht ag
an gCoiste an tuarascáil sin, mar aon le cibé doiciméid
ghaolmhara is cuí leis, a chlóbhualadh agus a fhoilsiú.

(5) Every report which the Committee proposes to make
shall, on adoption by the Committee, be laid before the Dáil
forthwith, whereupon the Committee shall be empowered to
print and publish such report, together with such related
documents it thinks fit.

(6) Maidir leis an gCoiste cúig Chomhalta dhéag a bheidh
air, nach comhalta den Rialtas ná Aire Stáit aon duine acu,
agus ceathrar acu sin is córam dó: Ar choinníol—

(6) The Committee shall consist of fifteen Members, none
of whom shall be a member of the Government or a
Minister of State, and four of whom shall constitute a
quorum: Provided that—

(a)

go mbeidh an Coiste agus aon Fhochoistí a
cheapfaidh sé comhdhéanta ar chuma go
ndéanfaidh sé nó siad ionadaíocht chothrom don
Dáil; agus

(a)

the Committee and any sub-Committees which it
may appoint shall be constituted so as to be
impartially representative of the Dáil; and

(b)

go mbeidh feidhm ag forálacha Bhuan Ordú 106
maidir leis an gCoiste.

(b)

the provisions of Standing Order 106 shall apply to
the Committee.
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