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Cathaoirleach’s Preface 

The amount of funding required by Government departments 

to carry out their existing functions, or the Existing Levels of 

Service, forms a significant element of the annual budgetary 

package and as such, scrutiny of the measures used to 

determine such significant levels of funding is of great 

importance. Of similar importance is the examination of how 

information underpinning Existing Levels of Service is 

presented, with consistency, transparency, and appropriate detail crucial to allowing 

effective scrutiny of government spending. 

With the above in mind, the Committee has examined this element of budgetary 

package and in doing so, engaged with various stakeholders. Following these 

engagements, the Committee has made a number of recommendations that should 

be considered by Government in future budgetary cycles.  

On behalf of the Committee, I would like to thank the stakeholders who attended 

before the Committee for their thorough engagement and detailed examination of the 

issues contained in this report. I would also like to thank the Members of the 

Committee for their considered analysis of this important topic, and to the Committee 

Secretariat and Parliamentary Budget Office for their assistance in preparing this 

report.  

 

Barry Cowen T.D., 

Cathaoirleach, 

Select Committee on Budgetary Oversight, 

19 February 2024 
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Introduction  

The Committee on Budgetary Oversight (“the Committee”) held two meetings on the 

topic of Existing Levels of Service (see Appendix 1 for list of meetings).  

The Department notes that a key part of the annual budgetary process is 

determining the amount of funding required for Departments to deliver services and 

supports based on the existing budgetary policy, and this is referred to as the 

existing level of service, or ELS. The Parliamentary Budget Office1 also notes that 

ELS forms a significant element of the budgetary package and includes: the full year 

impact of previous year’s budget decisions, funding for the provisions of public 

services, and existing central public service pay deals. 

The Committee is making four observations and recommendations related to the 

ELS process it believes should be considered throughout the Budget 2024 cycle and 

beyond.  

The Committee will continue to examine the areas raised in this report throughout 

the budgetary cycle and will monitor the response and implementations of the 

recommendations made in this report.  

 

 

 

 

 

 

 

 

 

 

 

1 Parliamentary Budget Office - Publication 6 of 2024 - Existing Level of Service (ELS) Explained 

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2024/2024-02-08_existing-level-of-service-els-explained_en.pdf
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Summary of Observations and Recommendations 

1. The Committee notes the discrepancies in ELS allocation figures between 
Government publications, and in this regard the Committee recommends 
that such discrepancies be eliminated in further publications or be 
published with a note explaining previous discrepancies.  

2. The Committee recommends that the components of ELS, as set out in 
the Expenditure Reports, be outlined in as much granular detail as is 
possible and should be consistent from year to year. Any changes in the 
presentation of ELS allocations should be clearly explained. 

3. The Committee recommends that where a significant or regular spending 
overrun occurs in a Vote, that a detailed assessment be carried out in 
order to avoid such an overrun occurring in the future. 

4. The Committee recommends that the Department of Public Expenditure, 
National Development Plan Delivery and Reform consider initiating an 
independently led, large-scale review of health spending, supported by 
IGEES, to see where savings and efficiencies can be found in the Health 
sector. 
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Existing Levels of Service 

In discussing existing levels of service, or ELS, as part of the budgetary process, the 

Committee heard of the importance of estimating such costs accurately as part of 

fiscal budgeting. 

In their meeting with the Irish Fiscal Advisory Council, the Council advised the 

Committee that understanding the costs of maintaining existing public supports and 

services is an essential starting point to the budget, as it tells us the costs of 

continuing to do what the State is already doing – or what the ESRI label the stand-

still cost, the cost of standing-still. They noted that understanding stand-still costs are 

essential to good budgeting. They advise that these pressures are in some ways 

unavoidable and therefore they should be planned for. They also noted that by 

accounting for them properly policymakers can have a more accurate sense of what 

space is leftover for new measures.  

The Fiscal Council also noted that for a long time, Irish budgets have focused 

primarily on new initiatives with each budgetary package, and this approach made 

sense at a time where interest rates were relatively low and demographic pressures 

were less pronounced. Currently however, Ireland has had to deal with increased 

price pressures in the wake of the pandemic and the war in Ukraine, with 

demographic pressures also increasing as Ireland’s population ages quickly. Both of 

these pressures, they advised, magnify stand-still costs.  

The Fiscal Council advised that they estimate stand-still costs by developing 

projections of population changes and ageing to assess demographic pressures. 

Following this they use macroeconomic forecasts to assess price and wage 

pressures as well as other macro changes and lastly, they combine those inputs 

through a macro simulation to estimate expenditure changes. However, they do note 

that this approach does not consider possible efficiency gains or policy changes that 

could generate savings.  

Following from the above they note that the official ELS estimates are completed in a 

way that is likely different. Typically, ELS was used to refer to the cost of maintaining 

services just one calendar year ahead. This would take account of demographics, 
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price pressures and other macroeconomic factors like unemployment. While annual 

calculations can be quite detailed, ELS calculations for further ahead typically are not 

as detailed. In this regard, in 2021 the Summer Economic Statement introduced a 

simple 3% assumption for two years ahead and beyond, in other words the 

estimated cost of maintaining existing levels of service was estimated as being 

equivalent to 3% of existing spending. This 3% figure was based on an assessment 

of typical pressures arising in historical budgets, and this remains a rule of thumb for 

costs facing the government in the years after the budget year. 

The Fiscal Council note that the Department estimated ELS costs for 2024 to be 

€1.8 billion, or 2.4% of the core current expenditure base, and have assumed ELS 

costs at 3% of current spending for 2025 and 2026, equivalent to €2.4 billion and 

€2.5 billion respectively. These figures are significantly lower than the Fiscal 

Council’s estimate of stand-still costs of €4.5 billion for 2024 and averages close to 

€5 billion annually for 2025 and 2026. They note that of this, demographics are €1.7 

billion and wage pressures are €3.4 billion. They further note that as inflation 

recedes, they estimate stand-still costs at an average of €4.6 billion from 2027 to 

2030, and unlike the ELS calculations, these specifically look at demographics, the 

cost of maintaining welfare rates and public sector pay in line with general wage 

growth, the cost of other inflationary pressures, and also maintain Ukrainian supports 

and covid-19 spending.  

The Fiscal Council emphasised the importance of budgets taking a forward-looking 

approach and, in this regard, noted that the ELS’s 3% assumption is based on 

historical experience and is currently not necessarily a good indicator of what we can 

expect in the future, as the population is ageing rapidly and price pressures may 

continue to remain higher than historical levels over the next few years. As such 

these pressures may well be more significant that we have experienced in the past. 

Discrepancies in ELS Allocation between Publications 
The Committee notes that there have been discrepancies in the ELS allocations 

across government publications. In this regard the Committee notes that the 

Summer Economic Statement, SES, published in July 2023, set out the budgetary 

strategy for the period to 2026 with €3.2 billion provided for budgetary decisions in 
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2024. The Oireachtas Parliamentary Budget Office2 notes that while the SES does 

not provide for an allocation breakdown of the components within this category, they 

were able to determine that the ‘budgetary decisions’ allocation of €3.2 billion in the 

SES consists of ELS costs €2.3 billion and the planned core capital expenditure  

increases of €0.9 billion under the National Development Plan. The PBO also noted 

that the Mid-Year Expenditure Report, published in July 2023 allocated €2.3 billion 

for ELS and while this is in line with the ELS as set out in the SES, it differs by €0.5 

billion from the ELS allocation of €1.8 billion set out in the Expenditure Report 

published in October 2023.  

Table 1: Inconsistencies in the ELS allocation between publications 

 

The Committee notes that these discrepancies can be problematic as it leads to a 

lack of clarity and transparency in the ELS funding reported between various 

government publications and this can impede the ability the scrutinise government 

spending effectively, as well as hinder the accuracy of economic predictions and 

modelling. 

Existing Levels of Service Components 
The Committee notes that for many of the Votes in previous Expenditure Reports, 

the ELS components were described in numerous components, i.e., in 2022 the 

Health Vote ELS was described in three components: Demographics, Carryover and 

other ELS Pressures, and Allocation from Central Pay Agreement Provision. 

 

2 Parliamentary Budget Office - Publication 6 of 2024 - Existing Level of Service (ELS) Explained 

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2024/2024-02-08_existing-level-of-service-els-explained_en.pdf
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However, in 2023 this reduced to two components, Central Pay Agreement 

Provision, and Carryover, Demographics and Other ELS Pressures, and in the 2024 

Expenditure Report the ELS component is just listed as Increase for Existing Levels 

of Service. The Committee notes that without a clear and consistent reporting 

structure, it becomes more difficult to see what exactly is driving ELS costs in a Vote. 

The Committee also notes that variations in the granularity of reported allocations of 

the components of ELS provisions in the Health Vote make clear comparisons at 

Vote level impossible, either between different Votes, or year-on-year for a specific 

Vote.  

In discussing this apparent reduction in the information available with representatives 

from the Department, the Committee heard that the components were consolidated 

into one heading as this partly reflected the nature of the negotiations that occur 

when ELS allocations are being settled. The Department noted that it may be that 

when the ELS is settled there may be an agreement on the overall amount but there 

may not be agreement on how that is being allocated across particular funding lines. 

In this regard the Committee understand the rationale given by the Department but in 

its role as the Budgetary Oversight Committee it emphasises the need for budgetary 

information to be given in as detailed a format as possible, and reductions in the 

amount of information presented year-on-year is not acceptable. 

The Committee also raised this issue of the breakdown of ELS components with the 

Fiscal Council and the Fiscal Council agreed that more detailed information should 

be available. Elaborating on this the Fiscal Council advised that when they produce 

their own stand-still reports, it is quite simple to do the breakdown. They advised that 

this is because they have separately modelled demographics and noted that this is 

one of the easier aspects of estimating standstill costs, with price and spending 

pressures more difficult. For this they noted, once an assumption is made as to how 

prices with adjust from one sector to another and this is applied to this year’s 

spending, the equivalent amount for the same amount of spending next year can be 

worked out.  The Fiscal Council acknowledged that the Department arrive at ELS 

figures through various decisions and negotiations but advised that this is not based 

on a systematic process, and it is the process that should be an easier aspect of 

budgeting.  
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The Health Vote  
The Fiscal Council notes the widespread coverage of potential health overruns in the 

lead up to Budget 2024, and advised that once overruns occur, it is important that a 

detailed assessment be carried out which should assess the factors driving recent 

overruns to highlight where ELS costs have been underestimated, and failing this 

risks repeating the overruns.  

They further noted that the problems facing healthcare spending are not new, and in 

2021 they published research showing that health overruns have been a feature of 

Ireland’s experience for a considerable number of years, making up more than half 

of total annual spending overruns. They note that health overruns averaged €590 

million annually from 2015 to 2019. They also advised that their 2021 analysis 

suggests that these overruns are predictable, and the size of the overruns 

correspond closely to the additional amounts that would have been needed to stand-

still and simply allowing for stand-still costs in full would have been broadly sufficient 

to cover both the planned allocations and the overruns eventually seen. They 

suggested that part of the problem appears to be that hospital and primary care 

budgets are often set very tight, perhaps with the hope that efficiencies will be 

generated, and advised that this might have more merit if it had a record of 

producing savings or preventing overruns but instead providing limited budget 

increases appears to have set the scene for spending overruns.  

The Fiscal Council advised that if savings are realistically to be generated in health, 

a more strategic approach is needed which might involve a larger-scale review of 

health spending independently led and supported by IGEES economists. This would 

not necessarily need to be driven by an overarching objective to cut pay or staff 

numbers, but to find savings and to develop more effective ways of using the same 

staff numbers and resources.  

 

 

 



 

Report on Existing Levels of Service 

11 

 

Committee Observations and Recommendations 

1. The Committee notes the discrepancies in ELS allocation figures between 
Government publications, and in this regard the Committee recommends 
that such discrepancies be eliminated in further publications or be 
published with a note explaining previous discrepancies. 

2. The Committee recommends that the components of ELS, as set out in 
the Expenditure Reports, be outlined in as much granular detail as is 
possible and should be consistent from year to year. Any changes in the 
presentation of ELS allocations should be clearly explained.  

3. The Committee recommends that where a significant or regular spending 
overrun occurs in a Vote, that a detailed assessment be carried out in 
order to avoid such an overrun occurring in the future. 

4. The Committee recommends that the Department of Public Expenditure, 
National Development Plan Delivery and Reform consider initiating an 
independently led, large-scale review of health spending, supported by 
IGEES, to see where savings and efficiencies can be found in the Health 
sector. 
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Appendix 1: List of Witnesses 

Wednesday 15 November 2023 

Department of Public Expenditure, National Development Plan Delivery and 
Reform 

• Mr John Kinnane, Acting Assistant Secretary, Expenditure Policy Division 
• Ms Jasmina Behan, Assistant Secretary, Work and Pensions Division 

 

Wednesday 22 November 2023 

Irish Fiscal Advisory Council 
• Professor Michael McMahon, Acting Chairperson 
• Dr Eddie Casey, Chief Economist 
• Mr Killian Carroll, Economist. 

 

Appendix 2: Link to Meeting Transcript 

• Wednesday, 15 November 2023 

• Wednesday, 22 November 2023 

 

Appendix 3 : Link to Opening Statements 

• Opening statement, John Kinnane, Acting Assistant Secretary, Expenditure 

Policy Division, Department of Public Expenditure, NDP Delivery and Reform 

• Opening statement, Prof. Michael McMahon, Acting Chairperson, Irish Fiscal 

Advisory Council 

 

Appendix 4: Orders of Reference 

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 

https://data.oireachtas.ie/ie/oireachtas/debateRecord/committee_on_budgetary_oversight/2023-11-15/debate/mul@/main.pdf
https://data.oireachtas.ie/ie/oireachtas/debateRecord/committee_on_budgetary_oversight/2023-11-22/debate/mul@/main.pdf
https://data.oireachtas.ie/ie/oireachtas/committee/dail/33/committee_on_budgetary_oversight/submissions/2023/2023-11-15_opening-statement-john-kinnane-acting-assistant-secretary-expenditure-policy-division-department-of-public-expenditure-ndp-delivery-and-reform_en.pdf
https://data.oireachtas.ie/ie/oireachtas/committee/dail/33/committee_on_budgetary_oversight/submissions/2023/2023-11-15_opening-statement-john-kinnane-acting-assistant-secretary-expenditure-policy-division-department-of-public-expenditure-ndp-delivery-and-reform_en.pdf
https://data.oireachtas.ie/ie/oireachtas/committee/dail/33/committee_on_budgetary_oversight/submissions/2023/2023-11-22_opening-statement-prof-michael-mcmahon-acting-chairperson-irish-fiscal-advisory-council_en.pdf
https://data.oireachtas.ie/ie/oireachtas/committee/dail/33/committee_on_budgetary_oversight/submissions/2023/2023-11-22_opening-statement-prof-michael-mcmahon-acting-chairperson-irish-fiscal-advisory-council_en.pdf
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the Committee on Budgetary Oversight, to examine and, where it considers it 

appropriate, report to the Dáil on— 

(a) the overall fiscal position, including— 

(i)  the aggregated position on revenue and expenditure and the General 

Government Balance, including structural targets; 

(ii)  medium-term projections for the public finances; 

(iii)  macro-economic forecasts and developments; 

(iv)  general fiscal governance including the application of fiscal rules and 

risks to the fiscal position; and 

(v)  matters arising from the introduction of a supplementary Estimate or 

Estimates that, in its  opinion, have or may have significant budgetary 

implications: Provided that the Committee shall advise the appropriate 

Committee or Committees of any decision on its part to undertake such 

consideration and the reason or reasons therefore; 

(b) public expenditure policy, including—  

(i)  the expenditure position having regard to the Government Expenditure 

Ceiling and the expenditure benchmark under the Stability and Growth 

Pact; 

(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; and 

(iii)  the adequacy of planned and actual aggregate levels of capital 

expenditure and the policies and practices in relation to capital 

expenditure, including public procurement policy and public private 

partnership policy, intended to ensure the achievement of value for 

money. 
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(c)  Exchequer receipts policy. 

(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 Cathaoirleach of the Committee shall 

consult with the relevant sectoral Committee established pursuant to Standing Order 

95. 

(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 Committee on Standing Orders and Dáil Reform for 

that Committee’s consideration under Standing Order 119(1)(b): Provided that, in so 

doing, the Committee shall consult with— 

(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)  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, and shall notify the results of such 

consultations to Committee on Standing Orders and Dáil Reform. 

(4) The Committee shall have the following powers: 

(a)  power to send for persons, papers and records as defined in Standing 

Orders 96(3) and 99; 

(b)  power to take oral and written evidence and submissions as defined in 

Standing Order 96(1) and (2); 

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

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

(e)  power to travel as defined in Standing Order 96(15). 
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(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) 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)  the Committee and any sub-Committees which it may appoint shall be 

constituted so as to be impartially representative of the Dáil; and 

(b)  the provisions of Standing Order 106 shall apply to the Committee 
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