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1. Introduction 

Social Justice Ireland welcomes the opportunity to make a written submission to the Select Committee 
on Budgetary Oversight.  In this submission we address the issues raised in the letter of invitation from 
the Committee.  Our policy briefing Budget Choices, which accompanies this submission contains full 
details of our proposals for Budget 2021.  We refer to this briefing throughout the submission.  We 
are happy to elaborate on any area of this submission further to the Committee.   

2. Key decisions to be included in Budget 2021 

Budget 2021 should be socially progressive and promote wellbeing.  While developing a thriving 
economy is essential, it cannot be delivered without simultaneously working to provide decent 
services and infrastructure, just taxation, good governance, and sustainability.   

Budget 2021 must not only focus on stabilisation measures to deal with the Covid-19 crisis but must 
also outline the reforms required to:  

• Build a stable and sustainable economy for all; 

• Provide a broad and equitable tax-base capable of supporting increased public expenditure; 

• Create a universal healthcare system free at the point of use, and place primary care and 
community healthcare networks at its core; 

• Ensure sufficient provision of social housing and the elimination of homelessness;  

• Recognise the changing nature of work and address it effectively; 

• Take substantial steps to eliminate poverty, including the benchmarking of social welfare 
rates;  

• Develop a universal, affordable childcare system;   

• Tackle the urban/rural and regional divides; 

• Restore the funding taken from the Community and Voluntary Sector following the crash of 
2008/9; 

• Put sustainability - environmental, economic and social - at the core of all decisions made.  

See pages 1-3 of our accompanying policy briefing for a full outline of the choices facing Government 
in Budget 2021 and our proposals.  

 

3. Costed policies 

Our policy briefing outlines fully-costed Budgetary packages across more than a dozen policy areas, 

and costed revenue-raising proposals.   

• Health, Disability and Carers – package of €1,062m.  Full details of all proposals on page 11 

• Sustainability – package of €539m.  Full details of all proposals on page 14 

• Housing – package of €1.15bn.  Full details on page 8 

• Rural, Regional and Community – package of €514m.  Full details page 10 

• Education – package of €344m.  Full details page 12 

• Children and Families – package of €241m.  Full details page 12 

• Work, jobs and welfare – full details page 9 

• Pensions and Older People – package of €1.24bn.  Full details page 13 

• Taxation and Revenue Raising – package of €2.6bn.  Full details of our revenue raising 

proposals contained on pages 5 and 6. 
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4. KPIs to measure policy impact 

Creating a sustainable Ireland requires the adoption of new indicators to measure progress. To reflect 
this, Ireland needs new indicators measuring both wellbeing and sustainability in society, to be used 
alongside measures of national income like GDP, GNP and GNI.  In Budget 2021 Government should 
develop a new National Index of Progress encompassing environmental and social indicators of 
progress as well as economic ones. By measuring and differentiating between economic activities that 
diminish natural and social capital and those activities that enhance them, we can ensure that our 
economic welfare is sustainable.   

This would involve moving beyond simply measuring GPD, GNI and GNI* and including other indicators 
of environmental and social progress.  Indicators such as the value of unpaid work to the economy 
and the cost of depletion of our finite natural resources among others would be measured.   Wellbeing 
indicators such as health (physical and mental), economy and resources, social and community 
development, participation, democracy and good governance, values, culture and meaning and 
environment and sustainability would be an appropriate frame for developing a new National Index 
of Progress.  This would allow us to move beyond a purely financial approach and look at the value 
added to or subtracted from our natural and social resources as a whole by the policies that we pursue.  
The use of such indicators would ensure that issues such as climate justice and balanced regional 
development, among other key indicators of wellbeing, are given the priority they deserve by 
policymakers.  

Social Justice Ireland’s Sustainable Progress Index which is based on the Sustainable Development 
Goals could be used to inform this process.   

5. Sustainability of expenditure levels 

Given the scale of current disruption, it must be recognised that extraordinary Government 

expenditure will be required to sustain demand and to support incomes through the immediate crisis 

and emergence from the public health restrictions, through the recovery period, and through the 

return to a new, sustainable, long-term trajectory for the economy.  

In Ireland, over the past decade and more, we have become accustomed to being guided by an overall 

budget target that has adjusted to changing realities over time.  After the crash of 2008 the focus was 

on reducing borrowing. Then it moved on to focusing on balancing income and expenditure. More 

recently, as we were more or less paying our way, the focus had been shifting towards reducing the 

national debt. The post-Covid-19 world changes all that. 

Extraordinary measures required  

In the years ahead, as we move through the public health restrictions and into a recovery period, the 

fiscal stance adopted by Ireland must have a different focus.  The objective must be to support demand 

by: 

• supporting the incomes of citizen; and 

• through Government capital expenditure rather than achieving some arbitrary deficit target. 

The measures necessary to slow the spread of Covid-19 have induced an extraordinary contraction in 

economic activity globally.  

The Spring 2020 Economic Forecast issued by the European Commission projects that EU GDP will 

contract by a record 7.75 per cent in 2020 as a central scenario, and projects a contraction of 11 per 

cent in face of a ‘second-wave’, and 16 per cent if containment measures continue for longer.  

https://www.socialjustice.ie/content/publications/sustainable-progress-index-2020
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Modified Domestic Demand, an indicator that excludes the impact of aircraft leasing and trade in R&D-

related IPP imports, decreased by 16.4 per cent in Q2 2020, driven by falls in personal consumption 

and domestic capital formation of 19.6 per cent and 28.2 per cent respectively. 

The European Commission has noted that the EU-wide collapse in consumer spending and investment 

by households and companies has contributed to an unprecedented shock to economic activity, with 

a concomitant disruption to the circular flow of income between households and firms.  

As household incomes contract, expenditure on goods and services contract, threatening families with 

poverty and firms with insolvency.  

The efforts to support household income in Ireland by Government through the Pandemic 

Unemployment Payment and Temporary Wage Subsidy Scheme have played a key role in sustaining 

households and businesses. 

Support economic recovery, don’t prevent it 

It is vital that the fiscal stance adopted by Ireland in response to the Covid-19 crisis supports an 

economic recovery, rather than preventing one and causing permanent damage to our long-term 

economic capacity and, more importantly, to the well-being of our citizens. 

For the years 2020-2022, or until Ireland reaches full employment (if earlier than 2022), the fiscal 

stance adopted by Ireland should be determined by an unemployment target, rather than a deficit 

target, in recognition of the role domestic demand plays in sustaining domestic employment. 

It is acknowledged that the adoption of an unemployment rate target for 2020-2022 would represent 

a shift in the fiscal policy framework, and a temporary departure from the EU fiscal rules.  

It is also acknowledged that this policy depends on the ongoing accommodating stance adopted by 

the ECB.   

However, at present it is clear the Commission are willing to suspend the fiscal rules and the ECB are 

willing to do what is required to support economic recovery.  

As the increase in unemployment in Ireland has been entirely caused by a temporary collapse in 

demand for labour, the adoption of a short-term demand management policy represents the most 

effective means to restore economic activity. The goal is not to allow a potentially temporary situation 

develop into a long-term crisis. 

See our accompanying policy briefing for further detail (pages 1-3). 

6. Revenue raising measures 

In Budget 2021 Government must plan for the additional tax measures necessary, over the long-term, 

to finance the Government expenditure necessary required to fund universal services and income 

supports for our citizens.  Government has an opportunity to reform and broaden our tax base and 

lay the foundations to increase our total tax take now to ensure we are well prepared to meet any 

future shocks.  While 2021 is unlikely to be a year of major taxation initiatives, and indeed many of 

these proposals may not generate the levels of revenue expected under normal circumstance, it is an 

opportunity to make some overdue changes which will also provide some additional revenue and 

reform our taxation system in the long-term.  Full details of our revenue raising measures which 

amount to €2.6bn under normal circumstances are outlined in full in pages 5, 6 and 14 of our policy 

briefing.    

https://www.socialjustice.ie/sites/default/files/attach/publication/6381/budgetchoices2021final.pdf
https://www.socialjustice.ie/sites/default/files/attach/publication/6381/budgetchoices2021final.pdf
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Government should ensure that tax expenditures (or tax reliefs) undergo proper administrative an d 

parliamentary scrutiny.  As part of the budgetary process the cost of tax expenditures (by type) for 

each past year should be published as should the estimated cost of tax expenditures for the year 

ahead.  Full details on page 17 of our policy briefing.   

7. Borrowing and Budget 2021 

The approach Social Justice Ireland is proposing will require Ireland to borrow, which will see the 

national debt grow.  Less important than the absolute level of debt, however, is the ratio of debt to 

the size of the economy and the cost of servicing that debt. Competent investment of borrowed 

money should see debt ratios maintained or even falling. The additional servicing costs would be 

negligible, as Ireland’s borrowing costs remain at historic lows. 

Social Justice Ireland’s message on Budget 2021 is simple: Lock in this cheap money for as long a 

timeframe as possible; do what already needed to be done on poverty and social exclusion, housing 

and health, Just Transition, and other infrastructure investment; and park the costs as cheap 

borrowing to be run down over several decades. 

Borrowing cheaply for investment always makes good fiscal sense, but it makes sense now more than 

ever. If we look at the current economic crisis as being a situation to be managed over several years, 

or maybe even several decades, competent management of the stabilisation phase over the short 

term will ultimately minimise the long-term economic damage, and therefore minimise any overall 

fiscal adjustment that might be needed.   

See pages 1-3 in our accompanying policy briefing.  

 

8. Performance of the Irish economy in 2021 

Forecasts or estimates regarding the performance of the Irish economy in 2021 - in relation to GDP, 

GNI*, personal consumption and all of the other areas outlined by the Select Committee – will be 

extremely challenging due to current circumstances and the uncertainty surrounding Covid-19 and 

the impact of Brexit.  The socio-economic context of Budget 2021, and the challenges that Ireland 

faced before the pandemic (which we still faced) are detailed on pages 15 and 19 of our policy 

briefing.   

9. Conclusion 

As it makes choices concerning Budget 2021, Government must recognise and acknowledge three 
imperatives:  

• That the primary focus should be on increasing employment and delivering infrastructure and 
services, NOT on deficit reduction; 

• That a huge amount of borrowing will be needed in the next three years, and probably more 
again after that;  

• That this borrowing is affordable and is the correct thing to do for the future of the economy 
and society.  

Over the next three years we must not only restore the demand for labour, but also address social 
and infrastructure deficits, to strengthen the economy, and to protect the environment.   

https://www.socialjustice.ie/sites/default/files/attach/publication/6381/budgetchoices2021final.pdf
https://www.socialjustice.ie/sites/default/files/attach/publication/6381/budgetchoices2021final.pdf
https://www.socialjustice.ie/sites/default/files/attach/publication/6381/budgetchoices2021final.pdf
https://www.socialjustice.ie/sites/default/files/attach/publication/6381/budgetchoices2021final.pdf


Social Justice Ireland   October 2020 
 

6 
 

 

             

 

 

 

 

 


