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Summary of Tax Strategy Group paper
Introduction

The Tax Strategy Group (TSG) is comprised of a 
number of senior officials and political advisors from 
across a range of civil service departments and offices. 
Though not a decision making body, the TSG discusses, 
on the basis of pre-prepared papers, tax related 
issues and options to be considered in the budgetary 
process. These papers are later published. In order 
to aid Members of the Oireachtas to engage on the 
issues in Budget 2019 the PBO has prepared a series of 
summaries of the TSG papers highlighting some of the 
main issues and policy options.

The purpose of this note is to summarise the TSG paper 
on General Excise to highlight some of the upcoming 
relevant changes to taxes discussed in the paper, and 
to discuss some of the relevant options proposed by 
the TSG paper. The TSG paper on General Excise 
concentrated on alcohol, tobacco and betting duty. The 
options for potential tax changes offered by the TSG and 
discussed in this summary, are primarily tax increases 
and introducing minimum pricing.

Taxes are primarily aimed at raising revenue for the 
government. Excise taxes are also intended to have a 
behavioural effect and discourage the activity being 
taxed. By raising the price of the activity, other things 
being equal, the amount of the activity declines. Other 
sources of tax revenue, such as income tax, are not 
specifically designed to discourage the activity they are 
taxing.

Alcohol

The Steering Group Report on a National Substance 
Misuse Strategy (2012) outlines  the approach the 
government should take when dealing with alcohol 
consumption issues. It highlighted the strong link 
between higher excise duties on alcohol and lower 
alcohol consumption. The report recommended:

•	 excise rates remain at high levels;

•	 excise rates for higher alcohol content products are 
increased;

•	 the price difference between similar products 
which have different alcohol content are increased 
(to increase the appeal of drinks with low alcohol 
content); and,

•	 that the annual excise fee for the renewal of off-
licenses is increased.

Alcohol consumption per capita in Ireland has been 
falling steadily since 2000, with a small increase in 
recent years. Alcohol consumption per capita is still 
high by international standards, 11 litres per adult in 
2017, compared with the OECD average of 9.2 litres per 
adult.

The excise rates on alcohol was last increased in in 
2014 and remain at that rate today. Table 1 shows the 
excise on representative alcoholic products by year of 
the most recent changes in rates. Table 1 indicates that 
excise rates on alcohol products are generally increased 
infrequently and, with the exception of wine, are about 
10%-15% above the rate in 2003. Excise on wine is 
approximately 56% above the rate in 2003.

Key upcoming developments and tax policy 
options

•	 Alcohol: A required Minimum Unit Pricing 
(MUP) of 10 cent per gram is due to be 
introduced. The paper also provides a list of 
potential excise rate increases and corresponding 
impacts on exchequer revenue.

•	 Tobacco: The TSG paper suggests that the excise 
rate gap between roll-your-own tobacco and 
cigarettes be closed. Minimum Excise Duty 
(MED) increases have been suggested to target 
cheaper tobacco products. The TSG paper 
provides a table of forecast revenue increases 

according to potential excise rate increase. It 
also discusses the introduction of standardised 
packaging which will soon also be compulsory 
for retail sale of tobacco products, and may lower 
yields to the Exchequer.

•	 Betting Duty: The TSG paper explores the 
possibility of increasing betting duty from 1% 
to 2% on turnover for traditional and remote 
bookmakers, and increasing the excise rate 
on gross profits from 15% to 30% for betting 
intermediaries.

https://www.drugsandalcohol.ie/16908/2/Steering_Group_Report_on_a_National_Substance_Misuse_Strategy_-_7_Feb_11.pdf
https://www.drugsandalcohol.ie/16908/2/Steering_Group_Report_on_a_National_Substance_Misuse_Strategy_-_7_Feb_11.pdf
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Upcoming changes and policy options
The Public Health (Alcohol) Bill 2015 was approved 
by Government in December 2015. This Bill proposes 
health labelling of alcohol products, minimum unit 
pricing (MUP), regulation of alcohol marketing and 
advertising, and enforcement powers for environmental 
health officers. The Bill is currently at Committee stage 
in Dáil Éireann having passed the Seanad.  

This legalisation (if passed) will apply a legal minimum 
price for the sale of alcoholic drinks according to their 
alcohol content (10 cent per gram of alcohol). MUP will 
predominantly affect the cheapest alcoholic beverages, 
and the sale of large multipacks. To limit cross border 
alcohol purchasing, the TSG paper recommends that 
the introduction of MUP be carried out simultaneously 
with the introduction of MUP in Northern Ireland. The 
TSG paper is silent on the potential behavioural effects 
and consequential revenue effects of MUP. 

A proposed amendment to the EU Alcohol Products 
Directive will extend preferential excise duty treatment, 
currently granted to small scale beer producers, to small 
scale cider producers. Under EU rules, countries can 
provide lower excise rates of up to 50% less than the 
national rate to beer breweries that produce up 200,000 
hectolitres (hl) or less of beer per annum. In Ireland 
this is implemented by only applying 50% of the excise 
duties on the first 30,000 hl of beer produced per annum 
by breweries that produce less than 40,000 hl annually. 

1c 2c 3c 4c 5c 10c 15c 20c
Beer (per pint) €6.8m €13.6m €20.4m €27.1m €33.9m €67.4m €100.4m €133.1m
Spirits (1/2 glass) €4.0m €8.0m €12.0m €15.9m €19.8m €38.9m €57.4m €75.1m
Cider (per pint) €1.0m €1.9m €2.9m €3.9m €4.9m €9.7m €14.4m €19.1m

5c 10c 15c 20c 25c 50c 75c 100c
Wine (per bottle) €3.2m €6.3m €9.5m €12.5m €15.5m €30.0m €43.4m €55.7m

Table 2: Potential excise rate increases and respective impact on the yield to the exchequer

Source: TSG paper on General Excise 2018.

The TSG provides no costing for a possible extension of 
preferential excise rates to cider. 

The TSG paper provides a table (reproduced as Table 2) 
of potential increases (VAT inclusive) and the revenue 
they would yield to the Exchequer. However, this table 
assumes no change in consumer behaviour, so the 
larger the proposed change in rates the less accurate the 
estimated revenue change is likely to be.

Tobacco

The Tobacco Products Directive (2011/64/EU) 
determines the excise duty rates and structures for 
tobacco across the EU. As of January 2018, Ireland has 
the highest rates of duty on tobacco products including 
cigarettes and roll-your-own (RYO). The Programme for 
a Partnership Government commits to making Ireland 
tobacco free by 2025 (defined as less than 5% of the 
population smoking). In 2017 smoking prevalence was 
17.5% of the population. Therefore a reduction of 71% in 
smoking prevalence would be required to reach the 2025 
target. 

Excise duty on tobacco products has increased in 22 of 
the last 26 budgets. The rate of duty on RYO tobacco is 
currently €335.342 per kilogram, or €10.06 per 30g pack. 
Table 3 shows the recent excise duty changes on a 20 
pack of cigarette from 2010 onwards inclusive of VAT 
effect.

Year of excise rate 
change

Excise on Beer 
(4.3% ABV Pint)

Excise on Cider 
(4.5% ABV Pint)

Excise on Wine 
(12.5% ABV bottle)

Excise on Spirits 
(40% ABV glass)

2003 €0.49 €0.47 €2.05 €0.55
2009 €0.49 €0.47 €2.46 €0.55
2010 €0.38 €0.37 €1.97 €0.44
2013 €0.47 €0.46 €2.78 €0.52
2014 €0.55 €0.54 €3.19 €0.60

Table 1: Excise on representative alcoholic product by year of rate change.

Source: TSG Paper on General Excise 2018. 
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The Department of Health (Tobacco Free Ireland, 
2013) made a number of recommendations such as 
raising excise duty on tobacco products over a five year 
period and reducing the price differential between RYO 
and cigarettes. As seen in Table 3, the tax amount on 
tobacco products has been increasing year on year since 
2012. The retail price has, in general kept pace with 
the tax increases, meaning that the share of the price 
represented by tax is in general 78%-80%. 

Revenue estimates that up to 13% of tobacco products 
consumed in Ireland are illicit, and up to 9% were 
purchased abroad. Thus, approximately 22% of tobacco 
products consumed in Ireland do not pay excise duties 
to the Exchequer.  Increases in excise rates may increase 
the popularity of non-Irish duty paid tobacco products, 
reducing receipts to the Exchequer and having minimal 
impact on tobacco consumption.  

The introduction of standardised packaging is intended 
to reduce demand for tobacco and therefore reduce 
excise receipts. Tobacco products manufactured for 
sale in Ireland have had to conform to standardised 
packaging legislation since September 2017, however 
retailers had until September 2018 to clear the 
previously packaged stock from their shelves.

Standardised packaging may also lessen the perceived 
differences in quality between cigarette brands to 
consumers, and could shift demand from more 
expensive products (with greater brand recognition) 
toward cheaper products also affecting tax yield.

Minimum Excise 
Duty “trigger price”

€10.00 €10.50 €11.00 €12.20

Total Additional Yield 
(Excise duty and VAT)

€1.2m €3.1m €6.9m €18.3m

Table 4: Potential retail “trigger price” at which MED takes 
effect and the respective additional yields to the exchequer 
of these MED trigger prices.

Source: TSG paper on General Excise 2018. 

Another option proposed in the TSG paper, is to alter 
the structure of taxes on tobacco products, to increase 
the level of fixed excise duties, and lessen the ad valorem 
portion of the tax. This would increase the price of 
cheaper tobacco products, and could remain revenue 
neutral for the Exchequer. It would also lower the excise 
on more expensive brands. It could be the case that 
increasing the minimum price does more to reduce 
harm than ad valorem excise increases. For example, 
in the case of alcohol minimum unit pricing, EU courts 
considered minimum unit pricing to be permissible if 
it was more effective at reducing harm than ad valorem 
increases.

The paper also mentions the calls from multiple 
organisations concerned with tobacco consumption, 
such as the Irish Cancer Society, to introduce a Tobacco 
Products Tax escalator of inflation + 5 percentage 
points (pp). The UK has introduced a similar system of 
increasing tobacco excise by inflation + 2pp annually 
from Budget 2014 up to and including 2019/2020.

Additionally, the TSG paper on general excise provides 
a Table of the expected returns to the Exchequer of 
various increases in the excise rate on cigarettes and 

Upcoming changes and policy options
The TSG paper discusses an increase in the Minimum 
Excise Duty (MED). This is the minimum level of excise 
duty of €344.07 per 1,000 (€6.88 per 20 pack), that 
applies regardless of how low the retail price of the 
cigarettes are. A standard 20 pack of cigarettes is subject 
to the MED if it retails for €7.75 or less. This option is 
presented in the context of an increasing consumer shift 
towards cheaper tobacco products. The paper provides 
a number of potential retail prices at which the point 
of MED “triggerprice” could be increased to and the 
potential revenue raised (see Table 4). The trigger price 
is the price at which the minimum possible excise duties 
will be applied to i.e. any cigarettes sold at retail below 
this price have the MED applied.

Budget* Tax 
increase

Tax content Tax as a 
share of 

retail price
2010 -3.5c €6.71 78.5%
2011 0c €6.75 78.0%
2012 44.3c €7.21 78.4%
2013 10c €7.34 78.1%
2014 10c €7.47 77.8%
2015 40c €7.87 78.7%
2016 50c €8.37 79.7%
2017 50c €8.87 80.6%
2018 50c €9.51 78.0%

Table 3: Tax changes and content of a 20 pack of cigarettes 
in the Most Popular Price Category (MPPC) by year

Source: TSG paper on General Excise 2018.
*Budget does not coincide with calendar year.

https://health.gov.ie/wp-content/uploads/2014/03/TobaccoFreeIreland.pdf
https://health.gov.ie/wp-content/uploads/2014/03/TobaccoFreeIreland.pdf
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Betting Duty

The Betting (Amendment) Act 2015 extended the 
licensing regime in Ireland to remote bookmakers 
and remote betting intermediaries. Previously, remote 
bookmakers and intermediaries were not liable for 
the same tax, though they directly compete with retail 
bookmakers. Betting duty at 1% has not changed since 
2006.

Upcoming changes and policy options
The TSG paper discusses the options of increasing the 
tax rate from 1% to 2% on the turnover of traditional and 
remote bookmakers. Assuming no changes in consumer 
behaviour, this would double tax receipts from €51.5m 
in 2018 to €103m in 2019. Any changes in consumer 
behaviour due to this increase would likely be minimal 
especially if the tax is absorbed by the bookmaker and/
or passed on through changing betting odds. This is 
because most consumers will not notice small changes 
in betting odds. 

Additionally increasing the tax rate on commissions 
earned by betting intermediaries, from 15% to 30%, is 
forecast to increase receipts from €1.8m to €3.6m.

The TSG paper uses the estimates for the highest 
yields. There is evidence that these estimates are over-
estimates of potential revenue increases. Previous 
research by the Revenue Commissioners in 20111 and 
20152 indicates that consumers may respond strongly to 
an increase in the excise duty on tobacco products, by 
reducing consumption and by consuming more non-
Irish duty paid tobacco products. Therefore increasing 
excise duties could possibly produce less revenue to the 
Exchequer than the TSG paper suggests, and could even 
reduce receipts to the Exchequer compared with not 

Increase (per 
pack of 20 cigs) 

Yield (TSG) Yield (Revenue 
Ready Reckoner)

5c - -€4m to €6m
10c €11.7m -€8m to €12m
20c €23.3m -
25c - -€21m to €29m
30c €34.9m -
40c €46.4m -
50c €57.8m -€45m to €58m
60c €69.1m -
70c €80.4m -
80c €91.6m -
90c €102.7m -

100c €113.7m -

Table 5: Potential excise rate increase and their forecasted 
additional yields to the Exchequer.

Source: TSG paper on General Excise 2018, Revenue 
Commissioner’s Ready Reckoner Pre-Budget 2019. Note these 
estimates include pro rata increases on other tobacco products.

1 Reidy, P., & Walsh, K. (2011). Economics of Tobacco: Modelling 
the Market for Cigarettes in Ireland. Revenue, Research and 
Analytics Branch. 
2 Kennedy, S., Pigott, V., & Walsh, K. (2015). Economics of 
Tobacco: An Analysis of Cigarette Demand in Ireland. Statistics & 
Economic Research Branch. Revenue.

RYO. The table provided by the TSG however, assumes 
the best case scenario for revenue raising potential 
of excise increases. Table 5 below compares the TSG 
paper’s estimates of impact to the Exchequer and 
the estimates from Revenue Commissioner’s Ready 
Reckoner Pre Budget 2019, released August 2018.

increasing excise duties. The Revenue Commissioner’s 
Ready Reckoner Pre-Budget 2019 does state however, 
that “[v]ariations in receipts from tobacco in recent 
years suggest that the use of the range is appropriate but 
also that the higher end of the range is likely the most 
suitable to use when undertaking costings”. The TSG 
paper seems to be modelled on this approach.


