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Séanadh

Is í an Oifig Buiséid Pharlaiminteach (OBP) a d�ullmhaigh an doiciméad seo mar áis do Chomhaltaí Thithe an 
Oireachtais ina gcuid dualgas parlaiminteach. Ní bheartaítear é a bheith uileghabhálach ná críochnúil. Féadfaidh an 
OBP aon fhaisnéis atá ann a bhaint as nó a leasú aon tráth gan fógra roimh ré. Níl an OBP freagrach as aon tagairtí 
d�aon fhaisnéis atá á cothabháil ag tríú páirtithe nó naisc chuig aon fhaisnéis den sórt sin ná as ábhar aon fhaisnéise 
den sórt sin. Tá baill foirne an OBP ar fail chun ábhar na bpáipéar seo a phlé le Comhaltaí agus lena gcuid foirne ach ní 
féidir leo dul i mbun plé leis an mórphobal nó le heagraíochtaí seachtracha.

Disclaimer

This document has been prepared by the Parliamentary Budget Office (PBO) for use by the Members of the Houses of 
the Oireachtas to aid them in their parliamentary duties. It is not intended to be either comprehensive or definitive. 
The PBO may remove, vary or amend any information contained therein at any time without prior notice. The PBO 
accepts no responsibility for any references or links to or the content of any information maintained by third parties. 
Staff of the PBO are available to discuss the contents of these papers with Members and their staff, but cannot enter 
into discussions with members of the general public or external organisations.
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The Spending Review is part of a wider evaluative framework which is intended to ensure that public services are 

delivered in a manner that is sustainable, effective and efficient. The specific aims of the Spending Review are to 

maximise the impact of expenditure by re-prioritising it to programmes that have better outcomes, and thereby create 

a clear link between individual reviews and the budgetary process. The Spending Review papers are therefore intended 

to feed into preparations for Budget 2019 by providing evaluations of existing expenditure and recent trends. However, 

as they do not generally provide specific policy options and as there is no ex post review of their impact on the Budget, 

the mechanism by which they feed into the Budget discussions is (from a parliamentary perspective) unclear.

This is the second year of the new multi-annual Spending Review process. However, only one example is given 

where the Spending Review 2017 fed into Budget 2018; savings identified in relation to employment supports in 

the Employment Affairs and Social Protection sector were re-prioritised towards increasing social welfare rates. The only 

example cited does not appear to relate to savings generated, as opposed to simply identified, by the Spending Review 

process.

The OECD notes that only a few countries have information on the implementation of recommendations included in past 

spending reviews and that better tracking of spending review implementation and effectiveness thus represents an area 

for potential improvement. The fact that the Spending Review 2018 does not have a standard approach with regard to 

recommendations included in the individual papers (where provided) complicates the process of addressing the OECD 

proposal.

Table 1 of this paper summarises the 27 Spending Review 2018 papers (thus far published) under themes relevant to 

Budget 2019, identifies the quantum involved and attempts to comparatively categorise their importance in relation to 

the Budget. The fact that such a table was not provided as part of the Spending Review documentation highlights the 

lack of transparency and accessibility of the Spending Review from a parliamentary perspective. Similarly, it is unclear 

why an (indicative) list of the forthcoming papers could not have been published in early 2018 or whether (or not) it 

was necessary to await the publication of the Mid-Year Expenditure Report 2018 (‘MYER 2018’) to release some or all 

of these papers. Timely notification of papers, and their release, would facilitate parliamentary scrutiny and preparation 

for Budget 2019. Similarly, further Spending Review 2018 papers will be released with Budget 2019. Notification of the 

titles of those papers or those that will be published in 2019 would be helpful to parliament.

Each Spending Review 2018 paper was expected to address at least one Value for Money (VfM) evaluation criteria. While 

some of the papers have direct links with Value for Money Reviews (VfMR), the relationship between the longstanding 

VfM Review process and the Spending Review is unclear, i.e. the Public Spending Code sets out that VfMRs should be 

“concluded within a timeframe…that allows for the final Reviews to be submitted to the Oireachtas Committees during 

the course of the year, to inform discussions and debate of the following year’s Estimates”.1 The relationship between 

the Spending Review papers and the Committees does not appear to be formalised in this way.

1 Public Spending Code, section C.03 – sub-section 2.2 (h).
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Executive Summary

https://www.per.gov.ie/ga/spending-review/
https://publicspendingcode.per.gov.ie/reviewing-and-assessing-expenditure-programmes/


Many of the Spending Review 2018 papers recognise the importance of distinguishing the inputs and outputs involved 

in expenditure programmes. There is an organic link between that concept and performance budgeting in general and, 

specifically, the subsequent introduction of a gender budgeting pilot in the Revised Estimates for Public Services 2018. 

It is noticeable, in that context, that Ireland does not yet explicitly incorporate a gender perspective in its Spending 

Review.

The 27 papers included in the Spending Review 2018 add to the 23 produced last year and address a wide range 

of programmes and issues – this is a welcome addition to the information and analysis available to the Houses of 

the Oireachtas and its committees though the frequency with which data gaps are identified are a cause for concern 

and highlight the need for concerted action in this area.

In most papers there is a common focus on expenditure trends and drivers. Indeed, the Trends in Public Expenditure 

Spending Review paper (TPE) is the single longest paper within the 27 Spending Review papers released to date in 

2018.2 This length reflects both the importance and complexity of the subject matter and the depth and breadth of the 

approach taken, i.e. it provides an overview of the trends and drivers of public expenditure in addition to a Vote by 

Vote analysis of same. The TPE overview therefore, to some extent, serves as a summary of the Spending Review.

Table 1 of this Parliamentary Budget Office (PBO) Briefing Paper sets out the 27 papers of the Spending Review 2018 

(published to date) and records which budgetary issue or category the PBO believes it most closely correlates to. 

The PBO has also accorded a High/Medium/Low importance comparative rating to each paper – primarily based on 

the quantum of expenditure involved (other factors could of course be considered).3 The PBO has therefore focused 

its analysis on those it has categorised as being of High importance in Table 1 by addressing them within the framework 

of the overview to TPE. This PBO Briefing Paper:

n Summarises the trends and distribution of public expenditure (the latter across two different points 

in time – 2007 and 2018);

n Analyses the drivers of public expenditure, i.e. demographics, public service pay and pensions, 

and labour market; and

n Summarises the purpose of public expenditure and the policy challenges identified in respect of the range 

of Votes.

Trends and distribution: Figure 1 of TPE illustrates how voted expenditure built up from a low base in 1994 and how that 

has now recovered to pre-crisis levels. Figure 2 of TPE illustrates, however, that Capital expenditure is an exception and 

has yet to fully return to those levels. TPE notes that Housing has returned to the share of total investment it enjoyed in 

2007 but that that there has been a significant increase in non-pay related current expenditure on Housing.

2 This paper, then entitled Tracking Trends in Public Spending, was also produced for the Spending Review 2017 and followed a very similar format.

3 For example, the rate of programme expenditure growth.
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http://www.per.gov.ie/wp-content/uploads/Tracking-Trends-in-Public-Spending-2017.pdf


Drivers of public expenditure: Table 2 of this PBO briefing Paper summarises the projections of the cost of 

demographics from 2019-2023 and the budgetary provision that has been made in respect of 2019-2020. There are 

two different projections based on different methodologies (IGEES’ and IFAC’s) – the quantum involved is significant and 

relates to expenditure in relation to Social Protection, Health and Education. In this context, this PBO Briefing Paper 

draws on Spending Review 2018 papers relating to social care service provision and expenditure for older persons 

(Health) and the funding needs of Higher Education. There were no papers in this Spending Review 2018 tranche 

addressing demographic drivers in relation to Social Protection expenditure.

Public Service Numbers and Pay and Pensions are also a significant driver of expenditure and are dealt with in detail in 

PBO Briefing Paper 8 of 2018 (including the extent of the links between demographics and public service numbers and 

pay in relation to Health and Education). There are a significant number of Spending Review 2018 papers addressing 

aspects of this driver and five are referenced in this Briefing Paper. Some of the papers address the totality of pay and 

pensions expenditure while others address specific and significant aspects within Education and Health. Overall, the 

papers emphasise issues in relation to increasing staff numbers and pay (and pensions) costs.

The role of the Labour Market as a driver of public expenditure is somewhat different – as TPE notes, average annual 

employment growth of 2% over the period 2019 to 2021 was forecast in the Stability Programme Update (SPU) and the 

unemployment rate is expected to reach 5.3% in 2019 (subsequently remaining stable). These developments would 

reduce Live Register related costs and demand for employment supports in 2018 but this will begin to level off in 2019. 

This Briefing Paper draws on five Spending Review 2018 papers to examine various aspects of this driver. The papers 

do provide observations or in some cases clear recommendations which should assist in making the programmes 

more effective. Significant data gaps are also identified in some cases.

The PBO has also separately examined employment supports in Ireland in the context of a labour market approaching 

full employment in Briefing Paper 10 of 2018.

The purpose of public expenditure and policy challenges: This final section of the PBO briefing Paper briefly 

summarises three core types of government expenditure and sets out the range of policy challenges identified in 

detail in TPE in respect of each vote.
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https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-08-16_public-sector-pay-and-pensions-features-and-key-determinants_en.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-08-22_active-labour-market-policies_en.pdf


The Spending Review 2018 is the second phase in a process designed to review most current expenditure4 over a 

three-year period concluding in 2019. The output of the Spending Review 2018 process consists of 27 papers which, 

while addressing different areas and facets of public expenditure, can be categorised under themes related to budgetary 

issues. Which themes are most relevant or useful may be open to interpretation. Which drivers of public expenditure are 

addressed in the papers is also crucial to their use.

An important technical point to note is that the papers address all relevant funding regardless of which Votes within 

which they are accounted for, i.e. the papers and the process are cross-cutting.

The Spending Review is published in conjunction with the Department of Public Expenditure and Reform (DPER) 

Mid-Year Expenditure Report 2018 (MYER 2018) and an overview of the review and its purpose is provided in 

Chapter 3 of that report. This PBO Briefing Paper:

1. Addresses Chapter 3 of the MYER 2018 – specifically in relation to defining the Spending Review process, 

how it is carried out and its objectives;

2. Lists DPER’s common themes across the wide range of Spending Review 2018 papers, identifies the quantum 

of expenditure associated with each paper and provides a PBO categorisation of the papers in relation to the 

budgetary issues they address (see Table 1);

3. Sets out how the Spending Review 2018 papers will be addressed by the PBO in the context of the analysis 

we have already carried out in advance of Budget 2019; and

4. Addresses the papers under key themes, and in relation to drivers of public expenditure, relevant 

to Budget 2019.

4 One paper in the Spending Review 2017 addressed capital expenditure. In 2018, the relationship between current and capital expenditure is 
addressed and capital expenditure, specifically, is addressed in two papers. 
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https://dbei.gov.ie/Djei/en/Publications/Review-Capital-Expenditure-Research-Development-and-Innovation-2000-2016.html


Chapter 3 of the Mid-Year Expenditure Report 2018 (‘MYER 2018’) locates the Spending Review in a wider evaluative 

framework which includes the:

n Public Spending Code;

n Value for Money Review (VfMR) process;

n Medium-Term Expenditure Framework (MTEF).

To this list could be added the Public Service Performance Report and the Performance Budgeting Initiative.5 

All of the above aim to ensure that public services are delivered in a manner that is sustainable,6 effective and efficient. 

Ultimately, the priorities assigned to the finite financial resources available should be assigned on the basis of evidence. 

The outcomes they deliver must be measured through the monitoring of inputs and outputs which can form a 

transparent basis for annual and multi-annual review by Dáil Éireann which has ultimate authority for the 

approval and disbursement of voted expenditure.

The Spending Review is not the only means for Government to manage public expenditure. Other mechanisms 

include public service pay agreements, public service and industry contracts, investment reviews, etc.

Chapter 3 of MYER 2018 explains that the specific purpose of the Spending Review is to:

n Shift the emphasis away from annual incremental increases in expenditure, through examination 

of the existing expenditure base.

More pertinently, it is also to:

n Maximise the impact of expenditure by re-prioritising it to programmes that have better outcomes; and

n Thereby creating a clear link between individual reviews and the budgetary process.

It is important to clarify that a distinction has previously been made between identifying policy areas where resources can 

be re-allocated and those where additional resources are required, i.e. if a Spending Review establishes that resources 

should be re-allocated, the process by which those resources are re-allocated to specific new policy areas is a separate one:7

 “While spending reviews have been used to identify areas where increased resources are required, this should 

be viewed as a separate, parallel, task to avoid weakening the purpose of a spending review. The key objective 

of spending reviews is to create additional fiscal space by examining base expenditure and this should be strictly 

maintained to keep the review process discrete and focussed. The options generated by these reviews can then 

feed into the broader budgetary process. The simultaneous consideration of new policy proposals, including 

extending existing policies, and options identified through the review process should be conducted under 

the normal budgetary process.”

5 “A key aim of the performance budgeting initiative is to maximise the reporting of relevant quantitative metrics capable of being used to assess trends 
over time in order to underpin the scrutiny and appraisal of expenditure programmes.” Source: Written answer provided by the Minister for Public 
Expenditure and Reform to PQ 21513/18 of 17 May 2018.

6 i.e. inasmuch as expenditure growth should be aligned to the underlying revenue-generating capacity of the Irish economy.

7 IGEES Staff Papers (2016) Spending Reviews in Ireland: Lessons for the future (October 2016) p.6.
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https://www.per.gov.ie/en/performance-report-strengthens-focus-on-what-is-being-delivered-with-public-funds-donohoe/
http://debatesarchive.oireachtas.ie/debates authoring/debateswebpack.nsf/takes/dail2018051700050#WRB02800
http://www.budget.gov.ie/Budgets/2017/Documents/6. Spending Reviews in Ireland- Lessons for the Future.pdf


The OECD defines Spending Reviews (of which there are different types) as having two main purposes, to:8

1. Give the government improved control over the level of aggregate expenditure; and

2. Improve expenditure prioritisation.

The OECD notes (emphasis added) that:9

 “[D]espite their growing popularity, only a few countries have information on the implementation of 

recommendations included in past spending reviews or on their fiscal outcome. [B]etter tracking of 

spending review implementation and effectiveness thus represents an area for potential improvement.”

With regard to the type of Spending Review employed in Ireland, we have moved from the process deployed during the 

economic crisis (of simply reducing aggregate expenditure) to one that attempts to relate to the annual Budget and 

focusses on re-prioritisation, apparently through the identification of trends and sectoral/cross-cutting drivers of 

expenditure and efficiency reviews.10 This distinction is reflected in recent OECD advice:11

 “If spending review is to be institutionalised, it must be designed appropriately. This requires consideration 

of the ways in which it may need to be designed differently as an ongoing part of budget preparation rather 

than an essentially ad hoc tool for major fiscal consolidation.”

Box 1: An International Perspective on Spending Reviews and Gender

It may also be noted that two OECD countries (Korea and Sweden) incorporate a gender perspective in their 

Spending Reviews. Ireland (as with most countries) does not currently incorporate this perspective. It should be 

noted that the new multi-annual Spending Review process is only in its second year and it may be too early to 

expect this change.

The MYER 2018 places considerable emphasis on the importance of the Spending Review papers feeding into 

preparations for Budget 2019 by providing evaluations of:

n Existing expenditure; and

n Recent and developing trends.

A specific example is given in the MYER 2018 where the Spending Review 2017 fed into Budget 2018; the analysis 

highlighted savings available from the reduced demand for employment supports in the Employment Affairs and Social 

Protection sector which was re-prioritised towards increasing social welfare rates. Spending Review papers are cross-

cutting in nature of – the question of how savings identified in an area of policy that relates to several Votes would be 

re-prioritised was not addressed. Quantifying the expenditure that could be re-allocated, or providing targets for same, 

could assist in relating the Spending Review papers to the Budget process.

8 OECD (2017) Government at a glance 2017, p.130.

9 Ibid, p.40.

10 The Spending Review process employed during the economic and fiscal crisis was termed a Comprehensive Review of Expenditure (CRE) and the new 
cycle of review (2017-2019) is termed a Spending Review. The current review process would also be termed a Comprehensive Spending Review in 
terms of how such reviews are defined by the OECD. See Government at a glance 2017, OECD (2017, p.130, Methodology and Definitions text box).

11 OECD Government at a glance 2017, (2017, p.130).
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https://www.oecd-ilibrary.org/docserver/gov_glance-2017-en.pdf?expires=1532691803&id=id&accname=oid006516&checksum=142C74DCFAE900802B60451C2E84BDAA
https://www.oecd-ilibrary.org/governance/government-at-a-glance-2017_gov_glance-2017-en


With regard to how agreement is reached with regard to the “savings options” identified by Spending Reviews, 

it has previously been stated that;12

 “Ultimately decisions usually rest at the political level and typically the executive. Decision makers can vary 

between processes and indeed within processes, as decisions for a particular ministry are normally taken with 

the agreement of the relevant spending Minister. Decisions related to purely efficiency savings, where outputs 

are unaffected, may be delegated to official level.”

The MYER 2018 counter-points this short-term aim by acknowledging the importance of long-term improvements 

in how policy is developed and expenditure targeted; this to be achieved by “continually expanding the evidence 

base and evaluation learnings from papers”.13

12 IGEES Staff Papers (2016) Spending Reviews in Ireland: Lessons for the future, (October 2016, p.8).

13 Department of Public Expenditure and Reform (2018) Mid-Year Expenditure Report 2018 (‘MYER 2018’) p.38.
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http://www.budget.gov.ie/Budgets/2017/Documents/6. Spending Reviews in Ireland- Lessons for the Future.pdf
http://www.per.gov.ie/wp-content/uploads/MYER-2018_-web-version.pdf


Spending Review papers were in 2018, once again prepared by the staff of IGEES who are located either in DPER or 

embedded in civil service Departments. The MYER 2018 notes that “a further aim is to encourage greater input of policy 

Departments into the Spending Review [2018]…”.14 It would seem logical that the officials who are delivering services 

and developing policy should be included, or perhaps have a central role, in future evaluations published as part of 

the Spending Review.

The MYER is unclear as to how the specific topics for review were selected; it states that they were selected in advance 

and that they were mostly agreed between the policy Departments and DPER. It is unclear whether or not the reference 

to “mostly” suggests that there was some disagreement as to the topics. The process is administered by an inter-

Departmental steering group. Papers were commenced earlier this year than last though when is not specified. 

The list of topics was not published in advance of the publication of the papers, an action which would have 

facilitated planning in relation to parliamentary scrutiny.

The ongoing publication of such a wide range of papers increases the transparency of Voted expenditure and 

provides the potential to provide some insight into how decisions are made. However, it may be assumed that the range 

of programmes that can, in practical terms, be reviewed is limited as it is noted in the MYER 2018 that “[o]ne of the more 

common themes across the areas examined in this year’s Review was in relation to a general deficit in terms of relevant 

data for analysis.”15 The fact that this problem is highlighted in the MYER and that the Spending Review will assist 

in progressing data availability is welcome.

Each paper, it is stated, was expected to address at least one of four key evaluation criteria which have informed 

Value for Money (VfM) evaluations:

1. Whether the programme objective is a government priority;

2. The sustainability of spending trends in terms of the key drivers of expenditure;

3. Expenditure efficiency, i.e. the relationship between inputs and outputs; and

4. Expenditure effectiveness, i.e. outcomes achieved by outputs.

It may be noted that DPER does not specifically identify which, or how many, of the above criteria related to each 

paper (see Table 1), preferring to categorise them under six key themes.

It is stated that the “analytical approach taken in the papers is not applied on a ‘one-size-fits-all’ basis”16 

and that the depth and detail of the papers is governed by, for example, data availability and staff resources.

14 Ibid p.38.

15 Ibid p.45.

16 Ibid p.40.
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Some key issues for the “control of expenditure” were identified in certain policy areas by the Spending Review 2017 

and these were revisited in some of the 2018 papers. Those key issues are:17

n Education;

n Social Housing;

n Public Service Obligation (PSO) for Transport companies; and the

n Garda Síochána pay bill.

Health is a significant and high profile area of expenditure which was not referenced in the above list but 

was addressed by Spending Review 2018 papers – however, in the Spending Review 2017, papers focussed 

on pharmaceutical expenditure and acute hospitals.

The MYER 2018 states that “it has been possible to consolidate the [Spending Review 2018] papers and the 

recommendations of the analysis into 6 key themes”.18 Table 1 (over) sets out those themes and the corresponding 

papers where identified (not all were) in Chapter 3 of the MYER. It also shows the theme which the PBO considers most 

relevant to each paper and whether it is considered a high (green), medium (orange) or low (red) priority in the 

preparation for Budget 2019 (on a comparative basis). This categorisation is based mainly on the quantum of 

expenditure involved – the PBO identified that quantum by reviewing each paper. In the interests of transparency 

and facilitating parliamentary scrutiny of, and preparation for, Budget 2019 it would have been useful for such a 

table to accompany the Spending Review each year.

17 Ibid p.41.

18 Ibid p.42.
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https://www.per.gov.ie/en/spending-review/


Table 1: DPER and PBO Classifications of Spending Review 2018 papers

Spending Review 2018 
paper

DPER theme* Associated allocation** PBO – 
principal 
theme

PBO – 
Comparative 

level of 
relevance 
H/M/L to 

Budget 2019

Revenue Digitalisation – 
Efficiency, Effectiveness 
and Insights

Staffing and Workforce 
Planning/Efficiency 
Reviews

€54m (Year: 2017)

Area: ICT

Value for 
Money

L

Management of the 
Exchequer Pay Bill – Key 
Issues

Staffing and Workforce 
Planning

€17.4 bn (Year: 2018)

Gross Pay Bill

Exchequer Pay 
and Pensions

H

HSE Staffing Levels: 
Management and 
Sustainability

Staffing and Workforce 
Planning

€6.7 bn (Year: 2017)

(2014-2017 +11%)

Exchequer Pay 
and Pensions

H

Policing Civilianisation in 
Ireland: Lessons from 
International Practice

Staffing and Workforce 
Planning

Costing unavailable (500 
new civilian staff by 2021)

Value for 
Money

L

Overtime Spending in An 
Garda Síochána: 
Efficiency and Control

Staffing and Workforce 
Planning

€132m (Year: 2017)

(2013-2017 +185%)

Exchequer Pay 
and Pensions

M

Pay Expenditure Drivers 
at Primary and Second 
Level

Staffing and Workforce 
Planning/Key Sectoral 
Expenditure Drivers

Additional €106m

(Over 2019-2021)

Exchequer Pay 
and Pensions

H

Understanding the 
funding needs in Higher 
Education

Staffing and Workforce 
Planning/Key Sectoral 
Expenditure Drivers

Expert Group estimate 
that the HE sector alone 
requires an increased 
annual investment of 
€600 million by 2021 and 
€1 billion by 2030.

Demographics H

Trends in Public Social 
Care Service: Provision 
and Expenditure for 
Older Persons

Key Sectoral 
Expenditure Drivers

€826m (Year: 2018)

(2012-2018: +21%)

Demographics H

Public Service 
Occupational Pensions 
in Ireland – Cash Flow 
Analysis

Key Sectoral 
Expenditure Drivers

Benefit expenditure is 
expected to increase from 
€3.4bn in 2017 to approx. 
€5.3bn by 2025 and a 
peak of €7.6bn by 2045

Exchequer Pay 
and Pensions

H

Criminal Legal Aid: 
Overview of current 
system and potential 
lessons from an 
international comparison

Key Sectoral 
Expenditure Drivers

€58 m (Year: 2017) Value for 
Money

L

Analysis of Low Income 
Supports

Labour Markets 
Supports

€22.378 bn (Year: 2017) Active Labour 
Market 
Policies 
(ALMPs)

H
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Spending Review 2018 
paper

DPER theme* Associated allocation** PBO – 
principal 
theme

PBO – 
Comparative 

level of 
relevance 
H/M/L to 

Budget 2019

Public Employment 
Services – Mapping 
Activation

Labour Markets 
Supports

€146m (Year: 2017) ALMPs M

Analysis of Replacement 
Rates

Labour Markets 
Supports

n/a ALMPs H

Trend Analysis of IDA 
Ireland Expenditure

Labour Markets 
Supports

€179m (Year: 2017) ALMPs M

Overview of Enterprise 
Supports and the Labour 
Market

Labour Markets 
Supports

Grants: ~€1bn p/a

Tax expenditures: 
~€750m

ALMPs H

Focused Policy 
Assessment of Start Up 
and Entrepreneurship 
Expenditure

Labour Markets 
Supports

€100.6m (Year: 2017) ALMPs L

Sports Capital 
Programme (DTTaS)

Current Spending in 
Infrastructure

€62.2m (Year: 2017) Value for 
Money

L

Public Service Obligation 
(PSO) Funding for Public 
Transport: Analysis of 
Performance 
Management

Current Spending in 
Infrastructure

€285m (Year: 2018)

(2016-2018: +12% on 
average per annum)

Value for 
Money

M

Current and Capital 
Expenditure on Social 
Housing Delivery 
Mechanisms

Current Spending in 
Infrastructure

Total public expenditure 
on housing in 2018 is 
€2.08 billion (55% 
Capital; 45% Current)

Current v 
Capital 
Expenditure

H

Analysis of OPW 
Spending on State Rents

Current Spending in 
Infrastructure

€96m (Year: 2017) Current v 
Capital 
Expenditure

M

Subsidised Ferry 
Services to the Offshore 
Islands

Current Spending in 
Infrastructure

€3.9m per annum Value for 
Money

L

The Department of 
Transport, Tourism and 
Sport’s Value for Money 
Reviews

€55.17m (three VFMs – 
costs per annum in 2012, 
2014 and 2015)

Value for 
Money

L

Implementation of 
recommendations of the 
Value for Money and 
Policy Review of the Arts 
Council

€68m (Year: 2018) Value for 
Money

L
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Spending Review 2018 
paper

DPER theme* Associated allocation** PBO – 
principal 
theme

PBO – 
Comparative 

level of 
relevance 
H/M/L to 

Budget 2019

Comparative Levels and 
Efficiency of Irish Public 
Spending

Efficiency Reviews19 All voted expenditure Trends/
Expenditure 
drivers

H

Hospital Inputs and 
Outputs: 2014 to 2017

Efficiency Reviews €4.73bn (Year: 2017)

(2014-2017: +17%)

(Pay: €3.7bn; Non-pay: 
€1 bn)

Value for 
Money

H

Health Expenditure: 
Nursing & Midwifery

€2.2 bn (Year: 2017) Exchequer Pay 
and Pensions

H

Trends in Public 
Expenditure

All voted expenditure Trends/
Expenditure 
drivers

H

Sources: Mid-Year Expenditure Report 2018, Spending Review 2018 papers, Revised Estimates for Public Services 2018.

*  Not all Spending Review 2018 papers were classified in the MYER 2018. The sixth theme (in the MYER 2018) of ‘Data 
Shortfalls’ was described as being one of the more common themes across the areas examined. 

**  PBO interpretation of financial allocation and/or contextual information based on above sources.

19 It may be noted that Efficiency Reviews (focussing on mechanisms to reduce costs while maintaining outputs) on their own 
typically deliver lower levels of savings than Strategic Reviews. Source: Spending Reviews in Ireland: Lessons for the future, IGEES 
Staff Papers 2016 (October 2016, p.9).
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Some Spending Review 2018 papers do not have a direct and specific linkage to the re-prioritisation of particular 

programme expenditure, for example the Trends in Public Expenditure paper, which provides an overview of each Vote 

and the pressures and trends pertaining to them. Similarly, a paper such as Management of the Exchequer Pay Bill is 

relevant to a particular significant category of expenditure which cuts across sectors and Votes. The HSE Staffing Levels: 

Management and Sustainability paper addresses the same issue but focusses on one particular sector, focussing on the 

need for better data and workforce planning. Such papers are a valuable addition to the stock of existing analysis and by 

highlighting trends they can contribute to determining whether expenditure in certain sectors is sustainable. However, 

the linkage between the papers’ findings and the re-prioritising of the expenditure they examine is unclear.

Some of the papers categorised by DPER (under the heading of ‘Efficiency Reviews’) could have been considered for 

inclusion in the VfMR process. Indeed, some are directly identified with VfMRs/FPAs (Focussed Policy Assessments) and 

do not appear to be directly relevant to Budget 2019. For example, the Sports Capital Programme paper is described as a 

pre-cursor to a full Value for Money and Policy Review). In the case of a paper such as Subsidised Ferry Services to the 

Offshore Islands, it is debatable as to whether the quantum of expenditure or specific focus is of budgetary significance. 

It is also unclear what the relationship between VfMRs/FPAs and the Spending Review is or whether it is, to some extent, 

subsuming them. The MYER 2018 (p.45) explanation, of the theme ‘Efficiency Reviews’, does not clarify this question. 

The fact that each Spending Review paper was expected to address at least one of four key evaluation criteria which 

have informed Value for Money evaluations is somewhat confusing. It should be acknowledged however that the fact 

that there is some consistency between the VfMR process and the Spending Review criteria is welcome and shows a 

consistent approach across different types of evaluative processes.20

There appears to be some lack of coherence in relation to the implementation of the conceptual framework for the 

Spending Review process. It would appear to be based on the VfM approach to evaluation but the distinction between 

it and the VfM process (and FPAs) or how the topics are chosen for the Review is not clear. As previously stated in this 

Briefing Paper, the titles of the papers to be published in conjunction with the MYER or with the Budget itself are not 

advertised beforehand.

How the Spending Review papers feeds into Budget decisions is opaque, particularly in the context that they do 

not generally present policy options. Unlike, Value for Money Reviews (VfMRs), the Spending Review papers do not 

appear to have a formalised role in the scrutiny work of Oireachtas committees in relation to the Estimates.

In some cases the specific quantum of money in question can be identified – in other cases, papers are cross-cutting 

and may relate directly or indirectly to all current spending. The extent of the Spending Review’s relationship with the 

evaluation of capital expenditure is unclear.

20 In respect of how topics are chosen for VfMRs, Section C-03 of the Public Spending Code states that “In proposing suitable topics for evaluation, 
Departments should have regard to the over-arching objective of facilitating the prioritisation, and re-allocation, of expenditure in support of 
Government Programme commitments and consistent with MTEF spending ceilings…it will be necessary to target evaluation resources at areas 
of significant expenditure, for which – on the basis of previous reports, the CRE or other analyses – there may be a prima facie case for critical 
examination of the current scale of resource allocation.”
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It would appear that the reason for including topics in the Spending Review relates in some cases to the previous cycle’s 

findings and the need to revisit them, but there is a lack of transparency in relation to these intra-year relationships. 

Another main reason for examining topics includes examining key drivers of sectoral expenditure but in many cases 

these relate, essentially, to public sector pay bill costs (a major driver of which is demographics).

As previously noted, Table 1 sets out the 27 papers of the Spending Review 2018 and the PBO will focus its analysis on 

those marked High (coloured green) by addressing them within the framework of the overview to the Trends in Public 

Expenditure Spending Review 2018 paper.

Those papers can also be grouped according to themes. Those themes are:

Current v Capital Voted Expenditure

n Current and Capital Expenditure on Social Housing Delivery Mechanisms.

Demographics

n Trends in Public Social Care Service: Provision and Expenditure for Older Persons;

n Understanding the funding needs in Higher Education.

Public Service Pay and Pensions

n Management of the Exchequer Pay Bill – Key Issues;

n Public Service Occupational Pensions in Ireland – Cash Flow Analysis;

n HSE Staffing Levels: Management and Sustainability;

n Health Expenditure: Nursing & Midwifery; and

n Pay Expenditure Drivers at Primary and Second Level.

Labour Market

n Overview of Enterprise Supports and the Labour Market;

n Analysis of Replacement Rates;

n Analysis of Low Income Supports; and

n Public Employment Services – Mapping Activation.21

21 This paper is categorised as being of Medium level of relevance to Budget 2019 but is included in the PBO analysis on the basis that it contributes to a 
more balanced narrative of ALMPs.
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The Trends in Public Expenditure Spending Review paper (henceforth ‘TPE’) is the single longest paper within the 27 

Spending Review papers released to date in 2018 (this paper was also published in 2017). That a new edition of the 

paper was published again this year and the its length reflects both the importance and complexity of the subject matter 

and the depth and breadth of the approach taken, i.e. it covers the period 1994 to 2018 and addresses the trends/

expenditure drivers relevant to the range of Votes and Vote groups set out in the Revised Estimates for Public 

Services. As such, it serves, to some extent, as a summary of the Spending Review.22

The Spending Review process is introduced in this paper as providing “an important opportunity to step back and 

reflect on how government expenditure has changed over the course of the last two decades or so.”23

The purpose of considering the period from 1994 onwards is explained as setting out “the most recent changes in 

resource allocations but to do so by locating them within a broader context…shaped not only by the passage of time 

but also by those key factors that drive public expenditure policy, the purposes to which public resources are put and 

the main challenges that inform any discussion about the sustainability of public expenditure policy.”24

The following sections of the paper therefore address the overview section of the Trends in Public Expenditure 

Spending Review paper. Specifically, they:

n Summarise the trends identified and the distribution of public expenditure over time;

n Summarise and/or provide analysis of the key drivers of public expenditure identified in TPE in the context of 

selected Spending Review papers (generally, but not exclusively, those categorised as high priority by the PBO 

as set out in Table 1); and

n Summarise the policy challenges set out in the range of Votes detailed in the body of the TPE paper.

22 The other Spending Review 2018 paper which is relevant to all trends/expenditure drivers in relation to Vote expenditure generally is Comparative 
Levels and Efficiency of Public Spending.

23 Trends in Public Expenditure Spending Review 2018 paper p.3.

24 Ibid p.3.
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Trends and Distribution of Public Expenditure – 2007 and 2018

In addition to setting out the overall trends over time, TPE compares the distribution of expenditure across two 

different points in time; 2007 and 2018. This is provided on the basis that it gives some insight as to “how resources are 

distributed across policy areas and how these may have changed, or stayed the same.”25 It is unclear as to whether the 

data illustrated in TPE takes account of changes in Vote structure, HSE Vote dis-establishment and reforms including the 

Local Government Fund, Motor Taxation and Irish Water. With that proviso, TPE states that the distribution has shifted in 

that:26

n Non-pay related current expenditure in 2018 accounts for 57% of total expenditure having accounted for 54% 

in 2007;

n The share of total expenditure accounted for by pay and pensions has increased by 1% to 33%;

n The share of total expenditure accounted for by capital investment has decreased from 14% in 2007, to 9% 

in 2018;

n In 2018, 73% of total government expenditure is accounted for by three policy areas: Social Welfare, Health, 

and Education; and

n In 2007, these three sectors accounted for 69% of total government expenditure – the share accounted for 

by social welfare has increased by 5% while Health has dropped by 1%.

Non-Pay Related Current Expenditure

This type of expenditure is concentrated in the policy areas of Social Protection and Health. These areas account for 

three quarters of this expenditure and their share has increased relative to 2007. This type of expenditure accounts for 

98% of the Social Protection current allocation in 2018, and 48% of the Health allocation.

Expenditure on Public Service Pay and Pensions

About a third of total expenditure is accounted for by current expenditure on pay and pensions. This type of expenditure 

is dominated by those sectors with the largest numbers of public servants, i.e. Health, Education, and Justice which 

jointly comprise 83% of public service pay and pensions.27 Health has decreased by 3% while Education has increased 

by 2%. Expenditure on pay and pensions within Health accounts for 52%; within the Education and Justice policy areas it 

accounts for about 78% of their current expenditure. Box 4 in the PBO Commentary (Q2 2018) analyses the €55.9 billion 

in current expenditure in order to illustrate the challenges that exist in re-prioritising or reducing expenditure.

25 Ibid p.6.

26 Ibid p.6 and Figure 4.

27 Ibid Figure 6.
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Capital Expenditure

Government investment in capital resources in 2018 is three-quarters of what it was in 2007. Over three-quarters of 

capital expenditure is accounted for by a small number of policy areas. TPE notes that the 2018 allocation “…reflect[s] a 

shift from land transport [decreasing by 9%] to water services and enterprise policy areas [both increasing by 3%].”28 

Government investment in Housing in 2018 accounts for the same share of total investment as it did in 2007 (18%) but 

there has been a significant increase in non-pay related current expenditure on Housing (e.g. Housing Assistance 

Payments (HAP), and the Rental Accommodation Scheme (RAS)).

The Spending Review 2018 paper, Current and Capital Expenditure on Social Housing Delivery Mechanisms, addresses 

this split in expenditure. The paper stresses that findings are indicative and based on limited available data across six 

Local Authorities but indicates that (in the long-term) the relative cost effectiveness of the delivery mechanisms differs 

geographically, i.e. the net present cost (NPC) of delivering units through mechanisms such as HAP, RAS and leasing is 

higher than construction and/or acquisition in Fingal and Meath where prices within the general housing market are 

higher. The NPC of those mechanisms is generally either at or below the estimate for construction in other areas where 

prices in the wider market are not as high (e.g. Mayo and Tipperary).

Drivers of Public Expenditure

Expenditure drivers are described within each of the Vote chapters of TPE. Those drivers are briefly addressed in TPE 

and consist of:

n Demographics;

n Public Service Pay and Pensions; and

n Labour Market.

Demographics

The way in which Ireland’s demographic profile is projected to increase and age over the coming years will contribute to 

increased demands for public services. Across the Health, Education and Social Protection areas the estimates of ‘pure’ 

demographic costs were calculated by IGEES (2016) as being of the order of over €400m on average per year from 

2019-2027. IGEES’ paper has not been subject to revision as part of the Spending Review 2018 to date. Its analysis 

focussed on current expenditure which represents, for example, almost 91% of Voted expenditure in 2018

28 Ibid p.9.
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Disaggregating and estimating the cost of demographic factors as drivers of Exchequer expenditure is more 

approachable (as an exercise) if restricted to ‘pure’ demographic effects. ‘Pure’ demographic analysis holds all variables 

other than population size and age distribution constant. That does not mean that demographics may not also be a 

significant contributory driver in other cases. ‘Pure’ demographic cost estimates make a limited number of assumptions 

and assume that all other variables remain constant. There are three ‘pure’ demographic factors which serve as the 

primary drivers of public expenditure:

n Total population size;

n The cohort size aged less than 19;29 and

n The cohort size aged greater than 65.

IFAC also carried out analysis on expenditure related to provision for demographics. IFAC’s (2018) estimate (using a 

different methodology to IGEES) of the resources that may be required to address demographic need are higher than 

those of IGEES in each year from 2019 to 2023. Table 2 illustrates the various projections and the current budgetary 

provision.

Table 2: Projections of, and Provision for, Demographic Costs 2019-2023

Projections 2019 2020 2021 2022 2023

IGEES (2016) €0.428bn €0.435bn €0.148bn €0.148bn €0.401bn

IFAC (2018) €0.55bn €0.67bn €0.67bn €0.44bn €0.47bn

Provisions

Provision for Demographics in Gross 
Current Expenditure Ceilings

€0.53bn* €0.48bn

Sources: IGEES, Budgetary Impact of Changing Demographics 2017-2027 (2016) p.14; IFAC calculation – see Table 1 of 
Stand-Still Scenario for Government Spending in the Medium-Term, 2019-2023 (May 2018); DPER, 2018 Expenditure 
Report (2017), p.41, footnote 3 to Table 9.

* Includes amounts in respect of the Rural Development Programme (RDP).

29 The age could be increased to take account of the population attending higher education.
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Social Protection

TPE points out that the allocation for the State Pension has increased by €900m between 2015 and 2018. This is a 

mixture of policy drivers (increases in the rate) and demographic drivers – about two-thirds of the increase is due to 

increases in the numbers of people eligible to receive the State Pension. In the context of long-term planning, the 

latest actuarial review of the Social Insurance Fund (SIF) estimates that increasing demand, particularly as a result 

of demographic pressures on State Pension payments, could result in a deficit of some €3.3bn by 2030.30

The Government’s Roadmap for Pensions Reform 2018-2023 sets out its strategy (consisting of six strands) 

for addressing the sustainability of the pension system. As part of the Roadmap, the Government will introduce from 

2020 a ‘Total Contributions Approach’ (TCA) for all new claimants of the State Pension (Contributory). In addition, the 

Government has confirmed that by 2022, it will begin implementation of an automatic enrolment retirement savings 

system to supplement the State pension.31

It is noteworthy that the Spending Review 2018 papers published to date do not address the demographic drivers and 

associated quantum of expenditure of Social Protection (particularly pension) expenditure. It would have been useful 

if the reasons for this had been stated.

Health

The relationship between the budgetary allocations set out in the Health Vote, as presented in the Revised Estimates 

for Public Services, and the HSE National Service Plan will be examined in a forthcoming PBO Briefing Paper.

As pointed out in PBO Note 16 of 2018 (Mid-Year Expenditure Report 2018, p.3), there is no consensus as to the link 

between age and health expenditure with some arguing that the key measure is proximity to death. Notwithstanding 

that debate, in the context of demographics as a driver of public expenditure scrutiny, analysis of healthcare expenditure 

is dominated by the growth in the cohort of the population aged 65+. It is projected that the number of people aged 65 

years or older will increase from about 532,000 in 2011 to about 991,000 by 2031, and that “older cohorts tend to utilise 

health care services more that younger cohorts”32 and that while Ireland is achieving similar health outcomes to other 

countries, it is spending more per capita. Less effective spending on health in the context of an increasing cohort over 

the age of 65 would indicate further challenges in managing expenditure in this area.

30 Trends in Public Expenditure Spending Review paper, p.11. For an overview of the SIF out to 2071 see PBO Note 8 of 2018.

31 Joint Oireachtas Committee on Social Protection, State Pension Reform: Discussion, Thursday, 14 June 2018.

32 Trends in Public Expenditure Spending Review 2018 paper p.11.
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The Spending Review 2018 papers include an analysis of funding of Services for Older Persons (SfOP) from 2012 

onwards. SfOP services are delivered by the HSE and include home help (€218 million), homecare packages (HCPs 

– €149 million), day care services (€150 million), short stay beds (€212 million) and other services such as transitional 

care beds (€37 million).33 The first two categories combined are classed as Home Care. The period from 2014 to 2017 

saw an increase of 23% in SfOP, from €654 million to €804 million (the allocation for 2018 is €826 million) – the 

relevant population cohort increased in size during this period by 18% and the Spending Review 2018 paper finds 

that SfOP has increased substantially, but in line with the demographic growth of the ‘elderly’ cohort.34

Within SfOP, home help hours have remained relatively stable but HCPs have increased by almost 65% from 2012 to 

2017, i.e. far exceeding the cohort’s demographic growth. The paper’s principal finding is that while HCPs show a much 

larger increase than home help hours, it is unclear what the exact differences in service provision are and the services 

may be being delivered interchangeably.35 The recommendation arising from this conclusion (though the word 

“recommendation” is not used in the paper) is that improved data gathering and collation is required “for a better 

understanding of the value for money that is being achieved” in respect of Home Care. The paper states that this also 

holds for the other SfOP services.36 Sufficient data to rigorously evaluate the Value for Money of an allocation of €826 

million (in 2018) is not currently available in an area which can be expected to continue to increase in line with the 

demographic growth of the ‘elderly’ (however defined) cohort.

Education

TPE also highlights the relationship between the number of children and young people and demand for education over the 

next decade. The number of children aged 14 years or younger has increased from about 828,000 in 2000 to about 1 million 

in 2017. TPE projects that primary pupil enrolment will peak this year, with second level enrolment peaking in 2024.37

As this cohort of children progress through the education system, the resultant staffing requirements at primary 

and secondary levels will require adjustment.

Funding for higher level education decreased from 20% in 2008 to 17% of total education expenditure in 2017 and it has 

been “estimated that the HE [Higher Education] sector alone requires an increased annual investment of €600 million by 

2021”.38 It is clear therefore that when the current demographic ‘bulge’ passes to third level the pressure on this 

sector will increase further. TPE notes that this will contribute to the need (in particular, at that level) for further capital 

investment in the education sector.39 This issue and the corresponding Spending Review 2018 paper is dealt with in Box 

2 (over).

33 2017 budgeted expenditure, source: Spending Review 2018 paper, Trends in public Social Care Service Provision and Expenditure for Older Persons 
Figure 2.

34 The paper’s analysis in relation to Home Help defines the elderly as those over 80 years of age but notes that “changing the cohort to over 70s or over 
65s does not impact the findings much.” Source: Spending Review 2018 paper, Trends in public Social Care Service Provision and Expenditure for 
Older Persons p.18.

35 Trends in public Social Care Service Provision and Expenditure for Older Persons Spending Review 2018 paper p.3.

36 ibid.

37 The Central Statistics Office defines primary schoolchildren as those aged 5-12. In that context their latest projections state that, “In 2016 there were 
548,100 children in this age group and this number is projected to increase by between 13,900 and 7,400 to 2021, depending on the scenario 
chosen.” Similarly, the CSO define secondary schoolchildren as those aged 13-18, and state that, “[t]he number of children…are projected to increase 
by between 75,700 and 67,200 over the next decade to 2026, depending on the assumptions used.” Source: Population and Labour Force Projections 
2017-2051, accessed 8th August 2018.

38 Understanding the Funding Needs in Higher Education Spending Review 2018 paper p.12.

39 Trends in Public Expenditure Spending Review 2018 paper p.11.
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Box 2: Understanding the Funding Needs of Higher Education (Spending Review 2018)

Context to the Spending Review

In July 2014 an Expert Group was established by the then Minister for Education and Skills to examine future funding of 

Higher Education. The group was tasked with identifying issues relating to the long-term sustainable funding of Higher 

Education in Ireland with a view to identifying options for change.

The report by the Expert Group, Investing in National Ambition: A Strategy for Funding Higher Education (the Cassells 

Report), was published in 2016. This Spending Review paper examines funding for Ireland’s Higher Education sector in 

the context of the Report by the Expert Group, and attempts to analyse and provide context to the funding requirements 

laid out in that report.

Public expenditure on Higher Education

As detailed in the Spending Review paper, annual Exchequer funding for Higher Education is approximately €1.6 billion 

a year (or 2% of total Exchequer expenditure of €762 million relates to pay in that area). In their report, the Expert Group 

estimate that the Higher Education sector requires an increase in funding of €600 million by 2021 and €1 billion by 2030. 

This increase is driven by demographic pressures and the aim of achieving a substantial reduction in the student-staff ratio.

The Spending Review paper establishes that, as a percentage of GDP, spending on Higher Education in Ireland (including 

both public and private) is below the OECD average. It should be noted that, while not addressed in the Spending Review, 

the level of the student contribution varies substantially among OECD countries. The level of the student contribution is 

relatively high in Ireland compared to Germany, Norway, Sweden and Finland (four of seven countries chosen for 

comparison in the Spending Review, all of which spend a greater overall amount on Higher Education as a 

percentage of GDP, compared to Ireland).40

Expenditure on Higher Education as a percentage of GNI* has fallen year-on-year since 2009. Overall, expenditure 

decreased by 13% from 2008 to 2018 with an average yearly decrease of 1.3%. The paper notes that, in Budget 2017, 

additional Exchequer funding of €36.5 million was provided for the Higher Education sector, and that a further €60m 

was provided in Budget 2018 (however, €47.5 million of this is sourced from the National Training Fund, rather than 

the Exchequer).41

The Spending Review 2018 emphasises that the funding requirements laid out in the Report by the Expert Group represent 

a significant challenge to the Exchequer. The paper further highlights that an increase in Exchequer funding without a 

similar increase from own-resource and other income sources, could potentially result in Universities coming on the 

Government balance sheet, thereby impacting on the calculation of General Government Debt and the Universities 

borrowing capacity.42

404142

40 Corbet, S, and Larkin, C. (2017), Generating Stable University Funding Mechanisms: Income Contingent Loan Structure Choice within the Irish Higher 
Education System, Working Paper.

41 Department of Education and Skills (2017), Main Features of Budget 2018: Department of Education and Skills.

42 As detailed in the Spending Review, a CSO assessment (subsequently confirmed by Eurostat) concluded that the seven universities governed by 
the Universities Act, 1997 “should be classified as publicly controlled market producers. This means that the stock of liabilities of the universities 
is included in the contingent liabilities of government, but is not on the balance sheet of government and their revenue and expenditure are not 
counted as part of government revenue and expenditure”.
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Student-staff ratio

The Spending Review notes that there was a 32% increase in the number of full time undergraduate students from 

2007 to 2016 (part time undergraduate students increased by 4%), while full time postgraduate students grew by 

23% (part time postgraduate students grew by 43%). In the decade to 2017, the student staff ratio increased from 

16:1 to 20:1. Ireland’s student-staff ratio is considerably higher than the OECD average (20:1 versus 16:1 respectively).

The Spending Review is critical of the use of student-staff ratios as an indicator of quality in Higher Education. 

The paper argues in favour of a combination of quality metrics, that draw on the use of qualitative data (e.g. student 

surveys) as well as quantitative data (e.g. graduate outcomes). However, while graduate earnings are used in an 

assessment of the efficiency of outcomes in the Higher Education sector in the Mid-Year Expenditure Report 2018, they 

are not assessed in detail in this Spending Review paper. In addition, while critical of the use of the student-staff ratio, 

this paper recommends the use of contact hours as an alternative metric, which is arguably a function of the student-

staff ratio.

The paper highlights that student-staff ratios are not a feature of Government policy in the Higher Education sector 

(with no national model for staff allocation). Nevertheless, Quality and Qualifications Ireland (QQI) and the Higher 

Education Authority (HEA), have raised concerns about the potential impact of increased student-staff ratios, and 

they are included as a criterion in international rankings of third-level institutions.

Spending Review analysis of the future funding requirements outlined by the Expert Group

The funding requirements proposed in the Report by the Expert Group are outlined and analysed in this Spending 

Review paper. The initial base level of expenditure is set at €455m – this is the level of funding required to reduce 

the student-staff ratio to 14:1 for 2014/2015. This figure is based on:

n 192,294 full-time equivalents for 2014/2015;

n 13,735 academic staff (representing an additional 3,913 academic staff or an increase of 40%) 

at an assumed average salary of €63,000 (€246.5m total);

n The ratio of academic and support staff is held constant at 0.85:1, requiring 11,617 support staff 

(representing an additional 3,310 support staff ) also at an assumed average salary of €63,000 

(€208.5m total).

Combining the cost of academic and support staff, as described above, amounts to €455m. This figure was then 

added to the funding received by the Higher Education sector in 2014/2015 (€1,831m), resulting in an estimated total 

base funding requirement of €2,286m for 2014/2015.

The Expert Group projects future funding needs (accounting for demographic pressures and the preservation of a 

student-staff ratio of 14:1) by growing the total base funding requirement by the projected percentage increase in the 

stock of students (based on the Department of Education and Skills third level demographic projections 2015-2029).43

43 Department of Education and Skills (2015) Projections of Demand for Full Time Third Level Education, 2015-2029.
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The Spending Review paper raises some concerns with the analysis undertaken by the Expert Group. Firstly, 

the report relies on an average salary cost of €63,000 for academic and support staff, while the Spending Review 

argues that the average staff cost in the sector is now approximately €71,000. There is also no differentiation 

made between the salaries of academic and support staff.

Furthermore, the Spending Review paper highlights the need for a disaggregation of student number projections 

to separately identify non-EU students, given that this cohort pays fees which cover the full cost of provision. In 

addition, the Spending Review highlights the potential for Brexit to lead to a significant increase in the enrolment 

of both non-EU and EU student cohorts, relative to projections.

Finally, the Spending Review paper raises concerns regarding the capacity for the Higher Education sector to 

accommodate the additional staff required to meet a 14:1 target student-staff ratio, and whether the measure 

would result in a displacement of own-resource funded staff to Exchequer funded positions.

Summary of Key Points

This Spending Review paper makes a number of key points, outlined and summarised below.

Lack of relevant data: A lack of data on the number of non-Exchequer funded teaching posts risks overstating the 

student-staff ratio. In addition, the Spending Review paper argues that the disaggregation of student projections 

to identify non-EU and part-time students (who pay fees covering the full economic cost of provision) would 

enhance understanding and analysis of the funding needs of the sector. The paper also highlights the need for 

accurate data on progression rates (i.e. how many students do not complete courses), as high levels of non-

progression represent an inefficient allocation of Exchequer resources. In this context, it further highlights the 

need for traineeships and apprenticeships to form part of the policy response.

Lack of appropriate quality metrics: The Spending Review paper argues that the student-staff ratio (as used in the 

Report by the Expert Group) is limited in its usefulness as a proxy for quality. The paper argues for a greater focus 

on measures such as contact hours (although it should be noted that this is arguably a function of the student-

staff ratio).

General Government Debt: The Spending Review argues that an increase in Exchequer funding for Higher 

Education without a similar increase from own-resource and other income sources could potentially result in 

Universities coming on the Government balance sheet, thereby impacting on the calculation of General 

Government Debt and the Universities borrowing capacity.
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Public Service Numbers and Pay and Pension Bill

While demographics is a common driver across these three major areas, a significant difference exists particularly 

between Social Protection and Education/Health. Social Protection expenditure, as influenced by demographics, is 

driven by the size of the population entitled to payments whereas Education, and to a somewhat lesser extent Health, 

are driven by staff pay. The distinction within this latter categorisation is that staff numbers in Education respond to the 

age cohorts at various levels whereas the link to such cohorts in the case of Health are less clear. As pointed out in PBO 

Briefing Paper 8 of 2018 (Public Service Pay and Pensions: Key Features and Determinants, p.43), “…public sector pay is 

unusually sector-specific, with just two Votes (Health and Education & Skills) accounting for 74% of gross pay 

expenditure [in 2018]. Expenditure in both of these sectors is partially driven by demographics…”. At the end of 2017, 

the State employed over 317,500 full time equivalents (FTEs) representing approximately 15% of total employment in 

Ireland. TPE states that public service numbers have been driven predominantly by:44

n Changes in demographics;

n Service demand; and

n Developments in the economy and the public finances.

It notes that between 2000 and 2017, total public service employment increased by nearly 30% while the 

population increased by about 26% and that, on a per capita basis, the number of public servants has remained 

relatively unchanged when comparing those two points in time. During the fiscal crisis, and by the end of 2014, 

direct savings from the Exchequer pay bill (by reducing the number of public servants, introducing a moratorium 

on recruitment and rates of remuneration) amounted to €3.4bn.

Since the moratorium on public service recruitment was lifted, public service numbers in the Health, Education 

and Justice sectors as well as other areas of the public service have grown, on average, by more than 3% per 

annum. Between 2014 and 2017, this has equated to an additional 8,000 FTEs a year (an additional €1.8bn in pay bill 

expenditure). Public service staffing is now close to its peak level of just over 320,000 in 2008. This renewed recruitment 

is also important in relation to the accrued liability in respect of retirement benefits for current and former public service 

employees which is currently estimated at between €97.2bn and €114.5bn. TPE emphasises that decisions related to 

the hiring of additional staff across the public sector are taken with a view to “ensuring the short and medium term 

sustainability with regard to the Exchequer pay bill and the longer term sustainability in the Exchequer pension bill.”45 

Based on Table 1, the PBO has identified five papers for a more detailed analysis in the Spending Review 2018. These 

are:

n Management of the Exchequer pay bill;

n Public Service Occupational Pensions in Ireland – cash flow analysis;

n HSE Staffing Levels: management and sustainability;

n Health expenditure: nursing & midwifery; and

n Pay expenditure drivers at primary and second level.

44 Spending Review 2018 paper Trends in Public Expenditure p.12.

45 Ibid p.14.
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The five papers can be divided into three sub-themes:

1. Managing the totality of exchequer expenditure on pay and pensions;

2. Staffing in the health sector; and

3. Pay expenditure drivers in first and second level education.

Managing the Totality of Exchequer Expenditure on Pay and Pensions

The two papers, in the list of five referenced above, that cover exchequer expenditure on pay and pensions in general are:

n Management of the Exchequer pay bill; and

n Public Service Occupational Pensions in Ireland – cash flow analysis.

The first paper, Management of the Exchequer pay bill, sets out the historical development of exchequer pay expenditure 

and public service numbers, then sets out a framework for managing exchequer pay.

The historical description of the pay bill offered in the Spending Review paper mirrors the trends described 

in PBO Briefing Paper 8 of 2018.

Historically, the exchequer pay bill grew from €8 billion in 2000 to just over €17.2 billion in 2008 – 73% of this growth 

was as a result of increases in pay rates, as opposed to increases in numbers.46 After 2009, the Financial Emergency 

Measures in the Public Interest (FEMPI) Acts enabled the Government to address the pay bill and reduce it to €13.8 

billion by 2013. The period from 2014 onwards saw the unwinding of the FEMPI measures, and the recovery of exchequer 

pay expenditure to €15.8 billion (net of PRD) in 2017. The conclusion drawn by the Spending Review from the historical 

record is that “emergency measures do not provide a stable and enduring basis for the effective management of the 

Exchequer pay bill.”47

To respond to this perceived weakness in the emergency measures, a framework made up of three elements 

is proposed:

1. Fiscal planning;

2. Rates of pay; and

3. Workforce planning.

Under fiscal planning, the paper presents two apparently contradictory conclusions, that on the one hand, “given 

existing pay commitments, growth in public service staffing inevitably reduces the resources that would otherwise be 

available for ‘non-pay’ Government uses”.48

Yet, at the same time, “International experience indicates that increases to the Exchequer pay bill impact in practice 

through increased Government budget deficits rather than any re-prioritisation or ‘crowding out’ of other expenditure”.49

46 Spending Review 2018 paper Management of the Exchequer pay bill p.5.

47 Ibid p.22.

48 Ibid.

49 Ibid.
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The paper attempts to address this latter point by stating that, in the long-run, increased Government deficits and rising 

debt levels will constrain the ability “to grow public services, reduce socio-economic disadvantage and invest to build 

the economy’s long-term growth potential.”50

The focus of the Government is moving away from “utilisation of the fiscal space” and instead using a strategy 

of a “fiscal balance appropriate to the cycle and the emerging risks we face.”51 If this strategy is not adhered to 

and supported, this may interact negatively with the dynamic described above, as there will be space within the strict 

interpretation of the fiscal rules to accommodate increasing the budget deficit without crowding out other expenditure.

The cash flow analysis of Public Service Occupational Pensions also examines an area that will become of fiscal 

importance in the future. In considering this paper, it’s important to remember that “cash flow projections are based on 

a wide range of assumptions about the future, which are unlikely to be borne out in reality. Readers are encouraged to 

focus on the trends in the figures rather than the actual real value of the cash flows.”52

Keeping this in mind, the actuarial projection predicts a trend of rising pension costs out to 2045-2050, after which 

costs will begin to reduce again. At the peak (in 2045), expenditure (net of Pension Related Deduction) on pensions 

could grow by 205%. Over this time, assuming an increasing number of public servants, the amount of income from 

Pension Related Deduction/Additional Superannuation Contribution will increase by 18%.

However, one significant shortcoming of these projections is due to the quality of data on the health sector.53 For 

the most part, transfer of service is not captured in the data of the health sector. This means that the years of service 

of many of the staff in the health sector may be underestimated by the projections. A sensitivity allowance carried out 

in the paper estimates that there is potential for a 20% increase to the expenditure for the health sector (which makes 

up roughly 25% of the total expenditure on exchequer pensions). This implies the potential for a 5% increase in the 

overall amount beyond the projections. What is not clear is how this would effect the dates of the peak for expenditure, 

as the health and education sectors grow faster and peak later than other sectors.54

Staffing in the Health Sector

The two papers on the health sector are concerned with staffing and workforce planning, both across the whole health 

sector and specifically under nursing and midwifery.

In HSE Staffing Levels: Management and Sustainability, the author uses the trend in new hires from Q4 2017 to the end 

of April 2018 to estimate that recruitment could account for an additional €359 – €396 million in 2018, which would 

leave just €98–€135 million of the additional budget available in 2018 for other costs.55

However, based on the evidence elsewhere in the paper, a third scenario might imply a more challenging position going 

into Budget 2019, i.e. the paper also notes a clear seasonal variation in hiring, with 40% of all new hires being brought 

on in Q4 on average.56

50 Ibid.

51 Summer Economic Statement 2018 p.4.

52 Spending Review 2018 paper, Public Service Occupational Pensions in Ireland – cash-flow analysis p.4.

53 Ibid p.19.

54 Ibid p.19.

55 Spending Review 2018 paper, HSE staffing levels: management and sustainability p.1.

56 Spending Review 2018 paper, HSE staffing levels: management and sustainability p.5.
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The two scenarios discussed in the paper are:

1. A monthly average of 150 (the original number allowed) whole time equivalents (WTEs) hired for the rest of 2018; 

and

2. A monthly average of 371 (the current trend) WTEs hired for the rest of 2018.

However, considering the earlier analysis about seasonal hiring practices, a third scenario could be created, where 

the current trend continues up to Q4 2018, then the historical seasonal trend also occurs:

3. A monthly average of 371 WTEs until the end of Q3 2018, then a monthly average of 741 in Q4 of 2018, 

resulting in 40% of all hires in 2018 being in Q4.

This scenario would result in a total of 5,558 new hires in 2018, with 2,223 in Q4 alone. The cost of these Q4 hires would 

have a relatively small effect upon 2018’s expenditure, but a significant impact upon expenditure needs going into 2019. 

Compared to Scenario 2, this third hypothetical scenario would result in an additional 1,110 WTEs being hired in Q4 2018, 

resulting in an increased cost for 2019 of €62.16m.57 Also, considering the positive relationship between staff numbers 

and agency pay discussed later in this paper, there may be an impact on agency pay as well.

While these scenarios, and especially the third set out here, are unlikely to occur in reality, they illustrate the sensitivity 

of the health sector to recruiting pressures in 2018. In any event, even using Scenario 1, the number of new hires in 2018 

would exceed the allocated amount significantly, in a year where the HSE must make significant savings simply in order 

to avoid exceeding its budget.58

While the first paper is concerned with HSE staffing in general, the second paper focuses upon nursing and midwifery, 

the largest single category of staff within the health service.59 Accounting for 29% of pay expenditure under the aegis 

of the HSE, nursing and midwifery is a key target for detailed analysis of the health sector pay bill.

Primarily this paper is concerned with four issues:

n Overall nursing and midwifery workforce capacity, as measured by FTE hours worked – especially accounting 

for the impact of increased working hours;

n Agency pay expenditure on nursing and midwifery, and the continuing trend of growth under this heading;

n Compositional changes in the nursing workforce; and

n Inflows and outflows of nurses and midwives, and the factors that impact these flows.

From 2007-2013, the process of fiscal consolidation impacted upon the nursing and midwifery workforce capacity by 

reducing the number of FTEs by 5,238. At that time, this was offset slightly by additional hours under the Haddington 

Road Agreement (649 FTE) and agency staff (507 FTE). This provides a net figure of 4,081 less FTEs in 2013 than in 

2007.60 Between 2013 and 2018, a 10.5% growth in the number of nurses and midwives, coupled with a 10.4% increase 

in the amount of agency staff, reverted the trend and resulted in 397 more FTEs in Q1 2018 than in Q4 2007.

57 Unit cost is €56,000 as per HSE staffing levels: management and sustainability p.19.

58 The HSE faces a financial challenge of €346 million in 2018, i.e. it needs to make €346 million in savings and efficiency improvements in order to 
remain within 2018’s expenditure ceilings. See National Service Plan 2018 p.1.

59 See PBO Briefing Paper 8 of 2018, Public Sector Pay and Pensions: Features and Key Determinants p.30.

60 Spending Review 2018 paper, Health Expenditure: Nursing & Midwifery, Spending Review 2018, IGEES, p.6
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However, this calculation of capacity relies heavily upon the inclusion of additional hours worked under the Haddington 

Road Agreement being converted to FTEs, accounting for 1,435 of the increase between Q4 2007 and Q1 2018. An 

assumption that the additional minutes worked each day results in efficient increases in productivity that can be 

extrapolated like this is inherent in such a conversion. Thus, without further research to investigate this assumption, 

the current capacity position of Irish nursing and midwifery is unclear.

Agency pay expenditure has been a trend of growing concern as expenditure on health returns to pre-recession levels. 

Between 2009 and 2017, agency pay rose by €240 million, a growth of 180%.61 Under nursing and midwifery, the growth 

over the same period went from €60 million to €100 million, or 66%.62 Both papers note that the methods used by the HSE 

to estimate agency pay needs in the HSE Pay and Numbers Strategy have not predicted agency pay numbers accurately 

from 2015 to 2017, and that “it appears assumptions underpinning agency pay profiles are not realistic or achievable”.63

The composition of the nursing workforce is also evolving, towards a greater proportion of more advanced, specialist 

and senior roles. The shift towards the ‘Advanced Practitioner’, ‘Clinical Specialist’ and Senior Nurse grades has led to 

them increasing from a 13% share of the cohort to 21% from 2007 to Q1 2018.64 In addition, another 7,357 FTEs are 

employed in management nursing grades, bring the total number of senior, advanced, specialist or managerial staff to 

40% of the cohort.65

At the same time this upwards re-composition of the nursing workforce has taken place, there has been significant 

growth in the number of Health Care Assistants, who have increased by 130% since 2007. Health Care Assistants are 

recruited “to support these grades [nurses and midwives] by undertaking many of the tasks historically performed by 

nurses and midwives.”66 As the PBO noted in Briefing Paper 8 of 2018, this same dynamic seems to be occurring in 

agency pay – all of the growth from 2014 to 2016 occurred as a result of the increase in expenditure on “Care Assistants, 

Porters, etc.”67 Again, this illustrates the problems with the assumptions underpinning the strategy for agency pay. 

While increasing staff numbers in specific areas was expected to reduce the reliance on agency pay, there seems to 

be a positive relationship between numbers in particular staff categories and agency pay under those categories.

Finally, the analysis of inflows and outflows of nurses and midwives in Ireland shows a net increase of 2,598 in the 

number of nurses and midwives from domestic and international migration patterns.68 The paper shows that the number 

of non-Irish trained nurses requesting NMBI registrations grew above Irish trained nurses lodging verification requests in 

2015.69 The paper also notes that the pay of Irish nurses falls in the middle of the distribution for salaries in Anglophone 

countries.70 PBO Briefing Paper 8 of 2018 describes the different salary scales in Ireland and the two main sources of 

verification requests for Irish nurses, and also found that Irish salaries were distributed in the middle of these three 

countries.71 Specifically, salaries in Australia did appear to be higher when adjusted for Purchasing Power Parity while 

61 See PBO Briefing Paper 8 of 2018 p. 32, and IGEES Staff Paper 2014: Agency Expenditure, Callaghan, p.2.

62 Spending Review 2018 paper, Health Expenditure: Nursing & Midwifery p.7.

63 Spending Review 2018 paper, HSE Staffing Levels p. 2.

64 Spending Review 2018 paper, Health Expenditure: Nursing & Midwifery pp.8-9.

65 Ibid p.9.

66 Ibid p.8.

67 PBO Briefing Paper 8 of 2018 p.32.

68 Health Expenditure: Nursing & Midwifery Spending Review 2018 paper p.14.

69 See PBO Briefing Paper 8 of 2018, pp.33-37 for a detailed discussion of verification requests and the migration patterns of Irish nurses.

70 Spending Review 2018 paper, Health Expenditure: Nursing & Midwifery p.17.

71 PBO Briefing Paper 8 of 2018 pp.35-37.
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salaries in the UK were either broadly similar or lower, depending upon whether the position fell within London’s higher 

cost supplement area or not. Based upon the Spending Review paper and the PBO’s own analysis, it appears that salary 

is not the driving factor for emigration, while the Spending Review paper goes further to argue that:

1. Inflows into the nursing and midwifery grades remain strong, indicating a continued attractiveness 

as a career choice; and

2. Outflows from the nursing and midwifery grades do not appear to be elevated in the context 

of the Irish labour market or available international evidence.72

Pay Expenditure Drivers in First and Second Level Education

2018 marks a turning point for Ireland’s education system, as the number of primary students peaks and begins to 

reduce gradually. Post-primary pupil numbers will continue to increase until 2024, rising to 402,000.73 This provides 

the context for 2018’s Spending Review examination of expenditure drivers at primary and post-primary level.

The paper describes a difference of opinion between the Department of Public Expenditure and Reform and the 

Department of Education & Skills about the correct policy for calculating teacher posts based on enrolment numbers. 

The current policy, the Department of Education & Skills’ preferred option, calculates teaching posts based on the 

enrolments in the previous year. If the actual current year enrolment is higher than this, the school may apply for 

extra posts. However, if these projections are above actual enrolments, the number of posts are not reduced until 

the following year.74

DPER’s preferred option for primary level bases the teacher posts on current year enrolments. This is especially 

important given the demographic trend about to enter a period of decline – the current policy, if continued, would 

delay reduction in teacher numbers for one year as well slightly decreasing the extent of the reduction, see Table 3.

Table 3: Different Scenarios for Teaching Posts, 2019/20 – 2021/22.

Decrease in 
mainstream pupils

Increase/Reduction 
of Teachers based on 

previous year

Increase/Reduction 
of Teachers based on 

current year75

Difference in 
Cumulative Cost76

2019/20 1,599 +39 -63 €4.5 million

2020/21 6,398 -62 -250 €12.7 million

2021/22 9,795 -248 -383 €18.7 million

2019/20–
2021/22

17,792 -271 -696 €36 million

Source: Spending Review 2018: Pay Expenditure Drivers at Primary and Second Level.

72 Spending Review 2018 paper, Health Expenditure: Nursing & Midwifery p.19.

73 Spending Review 2018 paper, Pay expenditure drivers at primary and second level p.1.

74 Ibid p.14.

75 This scenario also allows for a lower pupil-teacher ratio in DEIS schools, meaning the decrease in teachers is slightly larger as demographics decline.

76 Difference in cost is the difference in cost of additional teachers between the two scenarios, using unit cost of €44,012 for primary teachers from 
Spending Review 2018 paper, Pay Expenditure drivers at primary and second level, p.25.
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Labour Market

TPE notes that average annual employment growth of 2% over the period 2019 to 2021 was forecast in the Stability 

Programme Update (SPU) and that the unemployment rate is expected to reach 5.3% in 2019 and subsequently remain 

stable. These developments would reduce Live Register related costs and demand for employment supports in 2018 but 

this will begin to level off in 2019. It may be recalled that the only example provided by Government of the result of the 

Spending Review 2017 was that savings in the area of employment supports were used to increase welfare rates in 

Budget 2018.

TPE points out that challenges remain in this policy area:

n Expenditure in this area is greater than it was in the years prior to the emergence of the crisis;

n Participation levels have improved but remain below the European average;

n The numbers of people on the Live Register have decreased but have not done so at the same pace as 

unemployment; and

n The long-term unemployed (3+ years) account for about 15% of the Live Register.

Activation policy is central to boosting labour force participation. Government policy in that respect is set out in 

Pathways to Work and the Comprehensive Employment Strategy for People with Disabilities. The following sub-sections 

address the Spending Review 2018 papers which focus on the Labour Market.

Overview of Enterprise Supports and the Labour Market

The Spending Review paper Overview of Enterprise Supports and the Labour Market, provides a high-level overview of 

the State’s role in supporting enterprise, focusing on the direct supports provided by ‘agencies’ and the tax expenditures 

made available to enterprises, situated in the wider context of a changing labour market. Approximately €1 billion has 

been allocated annually for enterprise support (primarily through grants) since 2011, whereas tax reliefs have increased 

substantially, amounting to €750 million in tax forgone in 2017. Much of this funding is directed towards Research 

& Development (R&D) and is roughly equally divided between Irish Owned and Foreign Owned firms.

The national strategic framework for sustainable enterprise development is set out in Enterprise 2025 and Enterprise 

2025 Renewed. As part of this strategy, enterprise supports are provided to achieve a number of objectives including 

addressing market failures, providing incentives for development, overcoming information asymmetry etc. Their primary 

objective, according to DBEI is to “stimulate additional economic activity in the form of new business investments”, with 

a focus on supporting employment and output growth. The paper underscores that enterprise supports are just one form 

of intervention and must be considered in light of 1) the wider economy and other government policy areas such as 

labour market policies 2) that they are designed in light of EU State Aid Laws and 3) that external risks such as Brexit 

should be taken into consideration.

Enterprise supports are delivered through a number of state agencies, differentiated by sector, who perform research 

and develop policy relative to their respective sectors. Expenditure on enterprise support has surpassed pre-crisis levels 

of €1 billion per annum, with direct grants to agencies that support enterprise 7% higher than in 2006. This marks a 

recovery from the financial crisis when support funding was cut as part of wider fiscal consolidation.
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The three agencies which receive the most funding are Enterprise Ireland (EI), the Industrial Development Agency (IDA), 

and Science Foundation Ireland. All three are administered by the Department of Business, Enterprise and Innovation, 

collectively receiving in excess of €600 million a year. EI spent approximately €296 million on direct financial supports 

in 2017, of which Third Level Research and Development took the biggest share at €74 million. A further €28 million was 

provided in grants for in-company Research and Development (R&D). This focus on R&D in enterprise policy was also 

visible in IDA spending, with expenditure on R&D grants amounting to €54.3 million in 2015.

Tax expenditures (also known as tax credits, rebates or tax relief ) are also used as a means of supporting enterprise, 

in particular start ups and firms engaged in R&D. In 2015, these amounted to approximately €750 million in tax forgone 

from the Exchequer. The R&D tax credit is the largest such expenditure, with costs surpassing €700 million in 2015. 

Other sector specific credits include the measures include “Agri-taxation”, the Film Relief, The Foreign Earnings 

Deduction, Start Up Relief, etc.

The developments in the Irish Labour Market also interact closely with the provision of Enterprise Supports. The 

Unemployment rate in Ireland as of Q1 2018 is 5.8%. The Enterprise 2025 Renewed strategy aims to have 2.3 million 

people in employment with 100,000 extra jobs created.

Across all sectors approximately 20% of total employment is in agency supported firms, though this varies according to 

region and sectoral variance. Firms which received agency support increased their employment rates at a faster rate than 

in the wider economy, with 409,000 people (or 20% of total employment) employed in such firms in 2016. Employment 

growth in supported firms have been between 4.9% (Irish-Owned) and 5.3% (Foreign) per annum since 2011, partially 

driven by sectoral and regional factors which such firms competing in the recovering global market. The IDA’s Annual 

Report and Accounts 2017 noted that approximately 19,000 jobs were created through its support since 2017.

Amongst supported firms, 50% of employment is concentrated in manufacturing in 2017, down from 65% in 2007. 

A further 25% of employment is in Information, Communication and Computer Services. Across all sectors, employment 

increased in 2011-2016 with a total increase across all supported firms of 45%. Approximately 75% of all employment in 

‘Industry’ is in agency supported firms, with 11% of total employment in the services sector also supported.

Regionally, Dublin has the highest number of people in employment in agency supported firms, in line with population 

density. The region with the lowest number of employees in agency supported firms is also the region with the highest 

unemployment rate – the Midlands.

The paper further notes that there are several limitations in assessing the provision of Enterprise Supports in Ireland, 

including the subdivision of employment cross sectors and regions due to disparities between household data and 

commuting which should be further examined at a future date. In light of the focus of Enterprise support funding on 

Research and Development, and the overall trends in grant administration from Enterprise Ireland and the IDA, it 

would be useful to examine the extent of the relationship, if any, between supports and the business cycle. There 

is also a need for an international comparison of enterprise supports to enhance understanding in the area.
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Public Employment Services – Mapping Activation

Public Employment Services – Mapping Activation provides an analysis of the various Public Employment Services (PES) 

provided by the Department of Employment Affairs and Social Protection (DEASP), based on the Value for Money Review 

model. The review notes that there:

n Are significant gaps in reporting of outputs metrics by all PES providers; and

n Is scope for the realigning PES in order to improve cost efficiency and to assess the current allocations to these 

programmes.

PES are a series of internally managed and externally contracted services which provide activation supports and services 

to a range of social welfare payment recipients. PES are the first step in an Active Labour Market Policy response, which 

aims to re-activate the unemployed and those who have left the labour force. All recipients on unemployment related 

payments must attend their local Intreo office and engage in the activation process, whereby they are further referred 

to the PES which best targets their corresponding cohort and assigns a case officer, be they long-term unemployed, 

short-term or ‘job ready unemployed’, persons with disabilities, or those removed from the labour market. The Spending 

Review notes that there is considerable overlap between the services, resulting in a complex system of engagements, 

providers and referrals.

The five PES operated in Ireland are: Local Enterprise Services (LES), Job Clubs, EmployAbility, Intreo, and JobPath. 

These services are all externally administered which the exception of Intreo which is administered by DEASP. The bulk 

of expenditure on services provided by PES are allocated through the external service model.

The provision of PES activities are resource intensive. The bulk of PES expenditure is allocated to staffing, with 1,717 

persons employed across the five services in 2017, an increase of 56% since 2014. Total PES expenditure in 2017 

amounted to approx. €146 million, up from €90 million in 2017. This increase can be attributed to the creation of the 

new PES JobPath in 2015 (accounting for 39% of expenditure), and the increased policy focus on increasing activation 

through targeted service delivery. There are problems in determining Intreo related expenditure due to the difficulty 

in disaggregating costs associated with different services provided by the office. Accordingly, it is difficult to assess 

linkages between inputs and outputs. The review notes that while JobPath expenditure has increased, there has not 

been a corresponding decrease in the expenditure levels of LES or Job Clubs who share a cohort focus with JobPath (the 

Long Term Unemployed (LTU)). This expenditure has remained static despite improvements in labour market conditions 

and there is room for the consolidation and rationalisation of service providers.

There are approx. 314 PES office locations across Ireland, with JobPath having 28% of offices, LES with 27%, and 

Intreo with 20%. The largest number of offices are located in Leinster with 154, with the smallest number in Ulster 

with 24. The most common services provided across PES are interview and CV preparation, provision of labour market 

information, career guidance and employer liaison. Particular services are adapted to the needs of the target cohort. For 

example, JobPath, LES and EmployAbility all provide in-work support to promote sustained employment for the LTU and 

those with structural or social barriers to employment. Most services require referral from Intreo.

However, to date, performance data has only been published on JobPath due to its payment-by-results model. 

Therefore, there is a significant data gap in relation to the four other PES providers and there is a requirement for 

more comprehensive data. Furthermore, limited data is available on referrals from Intreo to other PES, on staffing levels in 

service providers, and on client levels in certain PES. Based on what is available, the Spending Review notes expenditure 

and staffing levels for PES do not appear to be responsive to reduced outputs and improved labour market conditions as 
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might be expected. While referral numbers to LES and Job Clubs reduced from 2012-2017, resource allocations have not, 

indicating an underutilisation of resources. This suggests that there is scope for expanding the capacity of PES providers 

to include a larger section of non-active cohorts.

EmployAbility saw an increase in the number of referrals from 2012-2017, peaking at 3,165 in 2015. While referrals have 

declined since 2015, the number of persons receiving the Disability Allowance has increased by 21% since 2014. There 

may therefore be a need to assess the actual demand for EmployAbility and the current available capacity for its 

services.

The paper concludes with 6 recommended actions:

1. The reporting of output metrics from all PES providers at regular intervals in accordance with the Pathways 

to Work Strategy;

2. Develop and implement Key Performance Indicators, clearly delineated across PES;

3. The development by the DEASP of an approach to ascertain accurate Intreo activation expenditure which 

can be used to inform future spending allocations;

4. PES provision for the LTU cohort should be consolidated to reduce complexity to ensure each provider has a 

separate target cohort to maximise resource allocation. DEASP should use the evolution of JobPath to inform 

best practice in future activation services for LTU;

5. Allocations to LES and Jobs Club should be evaluated in the context of reduced demand to include metrics 

and clear Key Performance Indicators (KPIs); and

6. Expand the client base of PES activation services to include further targeting of resources to non-activation 

cohorts and achieve objectives set out under the pathways to work and action plan for jobless households.

Analysis of Replacement Rates

The Spending Review 2018 paper Analysis of Replacement Rates is an examination of how replacement rates for single 

persons, two earner families and one earner households with dependents have changed since 2015.

Replacement rates are the value of unemployment benefits relative to income received through employment. If benefits 

are greater than possible income, they may act as a disincentive to finding work. International and national research 

noted that a replacement rate of over 70% can lead to disengagement with activation in the labour market, i.e. if total 

benefits are 70% or more of the possible median income earned through work, recipients will see a reduced need to 

seek out work in order to maintain their standard of living.

As rates of payment have increased by a greater percentage than inflation, the real income of recipients has increased 

causing a change to the replacement rates and prompting a need to re-examine the area.

The paper utilised both SWITCH based analysis and case studies to assess the replacement rates of benefit recipients. 

Under both methodologies it was found that unmarried Live Register Recipients without dependents (the largest cohort 

on the Live Register) had low replacement rates and will not experience a disincentive to return to work as a result of 

their welfare payment. Once additional benefits are taken into consideration, families with children had high 

replacement rates. In particular one earner family households had notably high replacement rates once medical 

and housing subsidies are included. The SWITCH model noted that replacement rates were higher among those 

on the lower end of the income distribution with low expected earnings in the event of returning to employment.
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Only 6.33% of single persons had a replacement rate of over 70% compared to 30.4% of couples without children, 

and 41.7% of couples with children in 2018.

A case study analysis of different cohorts was then carried out to further examine the area by assessing the disposable 

income of the recipient. The analysis included payments not administered by DEASP, including the Housing Assistance 

Payment (HAP). There are notable differences in the replacement rates of single persons against one parent and two 

parent families. Within these groups there are differences depending on whether a recipient could be expected to earn 

the national minimum wage (NMW) or the average hourly wage. For example, the replacement rate of a single person in 

Dublin who could expect to earn the NMW was 55% compared to 30% for those who could expect to earn the average 

hourly wage. Two parent households who would both expect to earn the NMW had a replacement rate of 58% compared 

to households with only one earned at 75%. A one parent household at the NMW was found to have a replacement rate 

of 87%. These echo the findings of the SWITCH analysis.

Most notably, the case study analysis found that HAP has a significant impact on the replacement rate for families. 

As HAP is means tested, once the expected hourly wage exceeds €22.55, the recipient is no longer eligible for payment. 

This results in an immediate income drop of €214.69 per week. In a one-earner household, this shortfall will not be 

made up until the worker is earning €30.05 per hour and as such, the paper contends this acts as a disincentive.

It should be noted that in calculating these rates, the Review makes a number of assumptions regarding 

expenditure including that travel costs remain the same when a person is employed versus when they are unemployed 

(e.g. assuming no change in commuting cost), excludes food expenditure, and assumes that maintenance payments for 

one parent families are universally paid at the maximum rate of €300.

The paper concludes that welfare payments alone do not act as a disincentive to work and higher disincentives 

are found where households are entitled to additional allowances and payments. As such, contingent on economic 

conditions and wage growth, closer attention should be paid to the marginal effects of child or adult dependents 

when calculating future rate increases.

Analysis of Low Income Support

Analysis of Low Income Supports is an examination of the available data, with the intention of mapping the supports 

available and their target cohorts.

Approximately 40% of the household population have a gross household income of €35,000 or less, placing them on 

the lower tax band, though average income levels have been increasing since 2012. Social Transfers account for 50% 

of income for the bottom 30% of the income distribution. However, supports such as child benefit are available at all 

income levels, as are contributory benefits such as State Pensions. As such, when considering the level of income at 

which people are supported, there is not a clear delineation of what is considered to be low income.
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Six Departments administer some form of Low Income Support:

n The Department of Employment Affairs and Social Protection redistributes income through benefits 

and subsidies and provides public services. The largest DEASP expenditure on Low Income Supports is the 

Jobseekers Allowance (€1.8 billion estimated for 2018).

n The Department of Health offers supports through the Medical Card and GP Visit Card. The 2018 allocation 

for Primary Care Reimbursement Service (PCRS – which include the cards) is €2.6 billion.

n The Department of Justice provides legal aid to those who satisfy a metric and means test, and was allocated 

approximately €40 million in 2018.

n The Department of Children and Youth Affairs provides additional supports based on the other services a 

recipient avails of, with the intention of supporting the low income or unemployed, to increase hours worked or 

educational pursuits by providing subsidised childcare. Estimated expenditure on these supports which include 

the Community Childcare Subvention, the Childcare Education & Training Support, After-School Childcare, and 

Community Employment Childcare amounts to approximately €90 million.

n The Department of Housing, Planning and Local Government provides support via social housing, the Rental 

Accommodation Scheme, and the Housing Assistance Payment, and was estimated to be approximately €1.1 

billion in 2018.

n The Department of Education provides support through the Student Grant Scheme, with an allocation 

of approximately €371 million in 2018.

Eligibility for supports is determined by either a means test or are available to those who are already receiving a means 

tested support. Across schemes there is significant variation in the income level of people being supported contingent 

on personal circumstance and family size, with a number of income disregards being applied, further demonstrating the 

variance and complexity of targeting. For example, the Working Family Payment (WFP) is included as a means benefit for 

a Social Housing or Rent supplement, but is disregarded under the means test for medical cards. WFP recipients may 

also receive the One Parent Family payment. The rate of payment per child varies across schemes with childcare 

payments increasing per child while medical cards remain static.

Income thresholds for means tests are contingent on geographic location, with Income Band 1 setting a limit of €35,000 

for areas such as Dublin and Cork. This is compared to €30,000 for Band 2 which includes areas such as Limerick and 

Waterford.

The primary mechanisms used to administer low income supports are though direct transfers, service provision and the 

tax system. Among OECD members, Ireland’s social transfer system is one of the most effective at reducing inequality. 

This was reaffirmed by a PublicPolicy.ie review of OECD Taxing Wages Data which found Ireland had the most progressive 

tax system in the EU.
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An Assessment of Direct Supports for Start-Ups and Entrepreneurship

Focused Policy Assessment of Start Up and Entrepreneurship Expenditure provides a review in this area by the 

Department of Business, Enterprise & Innovation (DBEI), concentrating on the financial supports given by Local 

Enterprise Offices (LEOs) and Enterprise Ireland (EI). DBEI’s expenditure on start-up and entrepreneurship operates 

as a market facilitator, supporting a range of programmes in order to develop entrepreneurship in Ireland as the market 

moves from manufacturing to the promotion of Research and Development. The paper notes that the current ‘Enterprise 

2025 Renewed’ strategy aims to address market failures such as financial/cost gaps, information asymmetry, spill over 

effects and risk aversion.

Under DBEI’s 2018 Capital Allocation, €54 million was allocated for EI “funding to industry”, €49 million was allocated 

to Seed and Venture Capital, with €22.5 million for Local Enterprise Development.

80% of funding granted through LEO’s and EI falls into the ‘Funding – Growth and Scale Phase’, geared Towards EI High 

Potential Start Ups (HPSUs), the Seed and Venture Capital Scheme, and LEO Business Expansion Grants. 14% of funding 

is distributed to firms in the ‘Validation Phase’ through schemes such as the EI Competitive Feasibility fund and the LEO 

Feasibility Grants, among numerous others. The remaining 6% of funding is allocated to grants focused on the capacity 

building of firms.

The support system is designed in such a way that a firm can progress from LEO level supports (which are locally 

orientated) to EI support (which are programme driven) as the firm expands. The number of supports given by the LEOs 

and EI fall considerably from the initial capacity building phase to the Growth and Scale phase, which has higher costs. 

The average expenditure per output in the Validation phase has increased as the number of grants recipients decreased.

Expenditure on Growth and Scale has continued to expand due to increased emphasis of equity funding and human 

capital expenditure within EI and LEO during the recovery period. Clients of both LEO and EI showed resilience both 

during and after the financial crisis. The HPSUs, in particular, continued to show growth throughout 2007 to 2016, 

posting growth in employment, turnover, exports and survivability. The number of female-led HPSUs accounts for 

16% of the total number of HPSUs receiving funding.

The Seed and Venture Capital (SVC) Scheme is intended to address cost gap market failures and support the 

development of high growth Irish firms with the potential to generate large amounts of additional exports. Between 

2007 and 2012, funding allocation was divided by €84 million for Seed Capital and €372 million for Venture Capital. 

Overall, start-up and early stage funding accounted for 87% of the total investments made through the SVC scheme 

from 2007-2012. From 2013-2018 this pattern has held, with almost €204 million invested in 146 Start-Up, Early stage 

and Development firms. Of this, 35.5% was invested in Software firms, 29.4% in Life Science firms and 26.5% in 

electronics, further indicating the wider shift away from manufacturing.

Information and data gaps are an issue across both EI and LEO programmes. There is a consistent difference between 

the approval and drawdown of grants, with many grants not drawn down. This indicates a need for an assessment on 

the drivers behind the approval and subsequent draw down process. There are also gaps in data pertaining to LEO’s 

expenditure on “mentoring and capability supports” as expenses are classified at in-house level and, as such, make 

disaggregation by programme difficulty. In EI, input data contains programmes which are discontinued after year one. 

There are benefits to using dynamic programmes which adapt to market conditions; however this creates issues when 

evaluating performance. Maintaining robust evaluations of expenditure at a programme level would require consistency 

in the classification of programmes and an aggregation of many programmes into one specific band.
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Purpose of Public Expenditure

TPE summarises that there are three core types of government expenditure:

1. Expenditure on government services;

2. Transfer payments; and

3. Investment in infrastructure.

It states that the Vote chapters within it set out “a variety of results or outcomes that are associated with public 

policies”.77

1. Education and Health are the major areas of public expenditure. TPE paper highlights health outcomes within the 

Irish population, specifically that Irish life expectancy at birth (1997) was 76.1 years but by 2015 it was 81.5 years 

(more or less equal to the EU15 average). In terms of education, the TPE highlights that just over half of those 

aged 25-34 years had attained a tertiary education degree as of 2015 (above the average share within the OECD).

2. Another major type of expenditure is transfer payments. The largest component of this is expenditure on Social 

Protection programmes and the paper states that the Irish welfare system performs well in terms of 

redistributing income and reducing the number of people at risk of poverty. Within the OECD, Ireland is the most 

effective country at reducing the level of inequality between pre and post-transfer income.

3. TPE also states that public investment in a country’s infrastructure has two economic motivations: to provide a 

level of infrastructure that raises the productivity of the economy and to provide public amenities that improve 

citizens’ quality of life and ensure that services are provided in appropriate settings. The outcome focussed on 

by the paper’s overview is the “substantial progress…made in improving the road linkages across the 

country. In particular…between the major urban areas and regions”.78

Policy Challenges

TPE states that a range of policy challenges have been identified within each of the Vote chapters and that the economic 

and environmental context, along with the need to implement the NDP, affect how these key challenges are addressed.

In relation the economic context, there are a number of external factors that may impact on the Irish economy over 

the short-to-medium terms. The main short-term risks relate to:

n Brexit;

n Increasing trade protectionism; and

n A tightening of financial market conditions.

77 Spending Review 2018 paper, Trends in Public Expenditure p.15.

78 Spending Review 2018 paper, Trends in Public Expenditure p.16.
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The main medium-term risks are:

n Potential overheating as the economy approaches full-employment;

n A more adverse than-expected outcome of the Brexit discussions;

n A faster-than-expected normalisation of monetary policy (especially in the euro area); and

n Changes in other jurisdictions that affect the competitiveness of Ireland’s corporate tax regime.

The other challenges identified by the Spending Review paper can be summarised as follows:

n Environment – the need for Ireland to urgently transition to a low carbon, climate resilient and environmentally 

sustainable economy.

n Delivering a Substantial Programme of Capital Investment – the implementation of the National Development 

Plan which sets out Ireland’s investment priorities through a total investment estimated at €116bn.

n Road Network – The objective under the NDP is to ensure that every region and all the major urban areas are 

linked to Dublin by a high-quality road network. Also, to make substantial progress in linking the regions and 

urban areas, and the maintenance of, local and regional routes throughout the country.

n Broadband – The National Broadband Plan aims to deliver access to high speed affordable broadband to 

every home and business in Ireland through a combination of accelerated commercial investment and a 

State intervention in those parts of the country where there is no certainty that the private sector will invest.

n Housing – The drivers for high and sustained demand for housing are economic growth, a growing population 

and the rate of projected household formation. In terms of social housing, the National Development Plan sets 

out a planned capital investment of over €4.2 billion (2018 to 2021) to support the delivery of some 40,000 new 

social housing homes.

n Sustainable Public Finances – It is important that Ireland continues on a sustainable fiscal path in line with 

national and EU fiscal rules. The Summer Economic Statement 2018 sets out a policy of sustainable incremental 

improvements in the delivery of public services. In addition to the existing quantum, and increases to, public 

expenditure, another important factor is public debt. The Department of Finance forecasts Irish public debt at 

66% of GDP this year. However, if an alternative measure of national income is used, the modified GNI*, the 

public debt ratio is forecast to be just under 97% in 2018. From this perspective, Ireland’s level of indebtedness 

remains very high by international standards. A consequence of high levels of public debt is that it limits the 

scope for absorbing external shocks. The Spending Review paper overview states that “In order to ensure that 

Ireland has the room to weather unforeseen adverse events it will be important that this public debt ratio is 

further reduced.”79

79 Spending Review 2018 paper, Trends in Public Expenditure p.17.
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