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This Note has been prepared by the PBO for 
Members of the Houses of the Oireachtas to assist in 
identifying the key issues arising from Budget 2019. 
These issues build on those identified in the PBO’s 
Pre-Budget 2019 Commentary and our first year’s 
publications which are available on our webpage. 

Key Issues

This Note is structured around the following key 
issues:

•	 The macroeconomic and fiscal forecasts 
underpinning Budget 2019 (which ultimately 
inform future spending plans) are based on 
the assumption of an ‘orderly’ Brexit (that 
is, a transition period will be maintained until 
end-2020 with a subsequent trade agreement 
between the UK and the EU entering into force 
thereafter). However, the PBO would emphasise 
that there remains considerable uncertainty 
regarding the nature of the future relationship 
between the UK and the EU, and the negotiations 
in respect of this future relationship. For this 
reason, it may not be prudent to plan on the 
basis of an ‘orderly’ Brexit. The PBO would 
also caution that conventional economic models 
may not adequately capture the impact of the 
unprecedented shock that a disorderly Brexit 
represents.

•	 While consistent with the EU fiscal rules, there 
is little evidence that a counter-cyclical fiscal 
stance has been pursued in Budget 2019. 
Additional or ‘windfall’ revenue for 2018 has been 
used to fund additional voted current expenditure 
(in particular Health). Furthermore, relative to the 
Stability Programme Update (SPU) in April, the 
estimate of the Structural Balance for 2019 has 
deteriorated.

•	 Questions remain regarding the sustainability of 
the revenue base. Revenue forecasts in Budget 
2019 are based on continued future economic 
growth. The PBO has highlighted that there 

are several downside risks that, if they were to 
materialise, could quickly translate into lower 
economic activity and thus lower Exchequer 
revenue. In particular, Corporation Tax receipts 
are heavily concentrated on a small number of 
foreign-owned multi-national companies, and 
those employed by these companies contribute 
a substantial share of PAYE, USC and PRSI 
receipts.  

•	 Budget 2019 has prioritised spending on 
Health and Housing, Planning and Local 
Government, relative to other Vote Groups. 
Employment Affairs and Social Protection 
appears not to have been prioritised in this 
Budget (although it retains the highest share 
of spending overall) despite an increase in 
expenditure of almost €0.5 billion.

•	 There is a need for better financial 
management. The PBO has previously noted 
that the almost annual and recurring use of 
Supplementary Estimates in respect of certain 
Votes means that the Estimates provided with 
the Budget may not be definitive. In respect of 
this, the PBO would question whether sufficient 
action has been taken with regard to accurately 
estimating in-year allocations for certain Votes. In 
particular, concern has been raised in relation to 
the management, accountability and transparency 
in the Health and Justice sectors. The PBO notes 
that a Supplementary Estimate of at least €700 
million in Voted current funding will be required 
for the Health Vote later this year, and that this 
will effectively form part of the  increase in the 
2019 allocation. 

•	 Improvements could be made in relation to 
accessibility, accuracy and consistency in 
the reporting of budgetary information. The 
PBO noted a number of errors were contained 
in Budget 2019 – Economic and Fiscal Outlook 
and would emphasise that this information, 
once amended, should be re-laid before the 
Houses. Given the numerous and lengthy 
documents released on Budget Day, the PBO’s 

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-10-01_pre-budget-2019-commentary_en.pdf
https://www.oireachtas.ie/en/how-parliament-is-run/houses-of-the-oireachtas-service/parliamentary-budget-office/
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view, overall, is that a question arises as to 
whether (from the perspective of parliamentary 
engagement, scrutiny and approval) this Budget 
documentation (and the timing of this release) is 
fit for purpose or whether it should be reviewed 
to ensure same. Such a review should include 
a role for the Houses of the Oireachtas and 
specifically the Select Committee on Budgetary 
Oversight.

•	 There is scope for greater use of evidence in 
public policy-making, and for a more systematic 
approach to ex ante and ex post policy evaluation. 
In this way, existing Government resources and 
structures could be better used to enhance the 
scrutiny and assessment of public spending. 

•	 The PBO welcomes the announcement made by 
Government in respect of Green Budgeting, in 
line with a recent PBO publication on climate 
proofing the Budget. However, there is additional 
progress to be made in relation to Equality and 
Gender Budgeting. This may involve, for example, 
the use of the ESRI’s SWITCH model to assess the 
impact by gender of future Budget proposals.

An ‘orderly’ Brexit as a central scenario 
for macroeconomic and fiscal forecasts

The Budget 2019 - Economic and Fiscal Outlook 
incorporates the Department of Finance’s updated 
economic and fiscal forecasts out to 2023. Robust 
economic growth is expected in the short-term with 
real GDP forecast to increase by 7.5% in 2018 and 
by 4.2% in 2019. These short-term macroeconomic 
forecasts for the years 2018 and 2019 were endorsed 
by the Irish Fiscal Advisory Council as being within 
the range of appropriate forecasts.

Ireland’s medium-term macroeconomic forecasts 
over 2020-2023 are informed by estimates of potential 
GDP.1  Finance’s preferred estimates of potential GDP, 
which are based on an alternative approach to the 
EU’s Common Agreed Methodology, indicate that 
potential GDP will grow by an average rate of around 
3% per annum over the period 2019-2023. 

The central scenario underpinning the 
macroeconomic forecasts is an ‘orderly’ exit of the 
UK from the European Union.2  Namely, that a ‘dis-
orderly’ Brexit will not transpire, but that instead 
a transition period will be maintained until end-
2020 (effectively maintaining the status quo) with a 
subsequent trade agreement between the UK and the 
EU entering into force thereafter. 

A ‘disorderly’ Brexit scenario has the potential to 
have harder-than expected adverse impacts on trade, 
supply chain interlinks, firms’ competitiveness and 
employment in the economic sectors which have the 
strongest links with the UK (i.e. agri-food). Research3  
has shown that a WTO-style scenario would have a 
negative impact on economic activity in Ireland over 
the medium to long-term compared to a non-Brexit 
baseline. 

Macroeconomic assumptions underpin budgetary 
forecasts, particularly revenue developments. 
Revenue forecasts in turn inform spending plans. 
Finance’s ‘orderly’ Brexit scenario assumes that Irish 
GDP will be nearly 2% below a non-Brexit baseline. 
A sensitivity analysis has also been produced 
highlighting that a WTO-style scenario would 
reduce the level of Irish GDP by around 3.25% 
below baseline. However, no sensitivity analysis has 
been provided by the Government on the impact of 
changes to the Irish output induced by a ‘hard’ Brexit 
on revenue and expenditure projections.

In addition, conventional economic models are 
based on historical long-run relationships between 
economic variables and may not adequately capture 
the impacts of unprecedented shocks such as the 
occurrence of a ‘disorderly’ Brexit. 

Due to the significant uncertainty over the nature of 
the future trading relationship between the UK and 
the EU and a consideration of recent developments 
on negotiations, it may not be prudent to plan on the 
basis of an ‘orderly’ Brexit.

1 Potential Output/GDP is an estimated equilibrium level of economic 
activity, which is achieved when all factors of production (i.e. capital 
and labour) are employed at full capacity. This level of economic activ-
ity does not generate inflationary pressures.

2 The Department of Finance defines and explains an ‘orderly’ and 
‘disorderly’ Brexit in the Economic & Fiscal Outlook 2019, p.1.
3 Copenhagen Economic (2018), Ireland and the Impacts of 
Brexit: Strategic Implications for Ireland arising from Changing 
EU-UK Trading Relations, report prepared for the Department 
of Business, Enterprise and Innovation, for the Government of 
Ireland.

https://dbei.gov.ie/en/Publications/Publication-files/Ireland-and-the-Impacts-of-Brexit.pdf
https://dbei.gov.ie/en/Publications/Publication-files/Ireland-and-the-Impacts-of-Brexit.pdf
https://dbei.gov.ie/en/Publications/Publication-files/Ireland-and-the-Impacts-of-Brexit.pdf
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The fiscal stance for Budget 2019 appears 
to be pro-cyclical

Economic fluctuations will occur, however, the 
onus is on Government to use fiscal policy in a 
way that attempts to smooth the business cycle. 
Optimal principles of fiscal management suggest 
that budgetary policy should be counter-cyclical 
(i.e. leaning against the economic cycle). This means 
supporting the economy through higher public 
spending when it is in a recession and attempting 
to cool it down by increasing taxes and/or reducing 
spending if the economy is overheating. The 
Government has identified as a key policy objective 
the need to avoid the pro-cyclical fiscal policies of the 
past.

Budget 2019 made changes which will increase 
revenue by €350 million. These changes consist of 
discretionary revenue-raising measures of €715 
million (most notably the restoration of the 13.5% 
VAT rate for the hospitality sector (€460 million)) 
and revenue reductions of €365 million. Newly 
announced expenditure measures amounted to 
€1,415 million (€1,385 million for current and €35 
million for capital).4  Spending commitments of €2.6 
billion had already been made ahead of Budget day.

Overall, gross voted expenditure, which is by far the 
most significant component of General Government 
expenditure under direct Government control 
(82% or €66.6 Billion of €81.1 Billion), is planned to 
increase in 2019 by €3.8 billion or 6%.5  The increase 
in gross voted expenditure between 2017 and 2018 
was €4.2 Billion or 7.2%.6  Exchequer revenue7  is 
forecast to increase by €3.1 billion or 4.4% in 2019. 

Budget 2019, while appearing to be in line with the 
EU fiscal rules,8  could be considered to be pro-
cyclical. Additional revenue in 2018 (mainly but not 
exclusively from unexpectedly high Corporation 
Tax receipts) is being used to fund additional voted 
current expenditure (mostly health expenditure). In 
addition, the Structural Balance9  has deteriorated 
compared to estimates included in the Stability 
Programme Update 2018. This must be seen in the 
context of a positive output gap from 2019 onwards 
(i.e. the economy could overheat) as forecast by the 
Department of Finance. The high level of nominal 
debt, that the Irish State currently has, limits the 
room for an appropriate counter-cyclical policy 
response if a downturn should occur. 

It is difficult to estimate the cyclical position of 
the Irish economy. Estimates of potential output 
and the output gap (the difference between actual 
and potential GDP) are subject to a high degree of 
uncertainty in real-time and are prone to large ex post 
revisions. These estimates underpin the calculation 
of the Structural Balance and the Expenditure 
Benchmark.

In the Summer Economic Statement 2018 the 
Government targeted the achievement of a Structural 
Balance of -0.4% of GDP for 2019 (or a General 
Government Balance of -0.1%).  This was to facilitate 
a budgetary package of €3.4 billion, with €2.6 billion 
in pre-commitments, leaving €0.8 billion for further 
allocation. While the Expenditure Benchmark would 
permit the allocation of an additional €0.9 billion, 
the Government indicated that this would not be 
used. The Summer Economic Statement 2018 showed 
that if this €0.9 billion was used, the Structural 
Balance would have been -0.7%, and therefore 
the achievement of the Medium-term Budgetary 
Objective (MTO - a Structural Balance of -0.5% of 
GDP) would have been postponed. 

4 These figures do not add to €1,415 million due to rounding in 
the Budget documentation.  
5 Based on the 2018 Estimate included in the Budget 2019 - 
Expenditure Report which includes proposed Supplementary 
Estimates 2018 which have yet to be scrutinised and approved by 
the Dáil and its Committees.
6 Based on the 2017 outturn and the estimate for 2018 included 
in the Budget 2019 - Expenditure Report. This includes an 
exceptional once-off increase in the gross allocation of the 
Housing Vote of €792 million in relation to Irish Water. Excluding 
that, the increase was €3.4 billion or almost 6%. 
7 Exchequer revenue excluding transactions with no General 
Government Balance impact.

8 The European Commission and the Irish Fiscal Advisory Council 
formally evaluate if the Budget complies with the EU fiscal rules.
9 The Structural Balance is calculated as the General Government 
Balance adjusted for the impact of cyclical or temporary tax 
receipts and expenditure, and one-off measures. It captures the 
underlying fiscal position.
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However, in Budget 2019 the estimate of the 
Structural Balance for 2019 is -0.7%. This appears to 
be caused by an upward revision to the output gap for 
2019 (from 0.6% to 1.3%) as the General Government 
Balance is forecast to improve in 2019 (from -0.1% to 
0%), and by a more expansionary discretionary fiscal 
stance.

In addition to the pro-cyclical bias affecting the 
Expenditure Benchmark,10  which at this point in 
time is unlikely to restrain Government expenditure 
sufficiently, the frequent revisions to the Structural 
Balance highlight the need to identify a domestic 
approach that could better guide fiscal policy 
decisions – an appropriate domestically designed 
fiscal anchor.

Finally, despite upward revisions to the level of 
Corporation Tax over the period 2018-2021 (€2.67 
billion higher than what was forecast in the Stability 
Programme Update 2018), and the fact that the 
Government has indicated that some windfall 
revenue would be set aside for allocation to the Rainy 
Day Fund (RDF), the allocations for the RDF for 
2019-2021 in Budget 2019 are unchanged from the 
Stability Programme Update 2018 (at €500 million 
per annum). This means that the Rainy Day Fund is 
not being used as a counter-cyclical policy tool.  

10 For more information, please see the PBO’s Pre-Budget 2019 
Commentary.
11 Exchequer revenue, excluding transactions with no General 
Government impact.
12 This includes Pay Related Social Insurance (PRSI), National 
Training Fund receipts and revenue directly collected by 
Government Departments. Explicitly disaggregating the 
Appropriations-in-Aid figure in Budget documentation into 
summary headings would, form a parliamentary scrutiny 
perspective, aid transparency. 

Sustainability of the revenue base

Budget 2019 shows that 91.9% of the €72.1 billion 
in Exchequer Revenue11  to be collected in 2019 
comes from a small number of sources: income 
taxes (31.8%), VAT (21.0%), Appropriations-in-Aid12  
(17.7%), Corporation Tax (13.2%) and excise duties 
(8.2%). 

The sustainability of the revenue base and the 
accuracy of tax forecasting are key considerations for 
evaluating the Budget.

•	 Sustainability of the revenue base: Sensible fiscal 
policy would suggest that the tax base consist of 
reliable and less volatile revenue streams. The 
revenue forecasts in Budget 2019 are based on 
continued expected economic growth. A shock 
to the economy such as a ‘disorderly’ Brexit 
could very quickly translate into lower economic 
activity and lower Exchequer revenue. This has 
happened in the past; specifically in 2008 when 
the financial crisis began and tax revenue fell to 
almost 17% below profile.  In addition, not only is 
the Corporation Tax base heavily dependent on 
a small number of foreign owned multinational 
companies, their employees are also responsible 
for approximately 23.7% of income tax/USC/PRSI 
revenue.13

•	 Accuracy of revenue forecasts: Coupled with 
the sustainability of the revenue base is the 
accuracy of revenue forecasts not just for 2019 
but for future years. While this is dependent on 
economic growth assumptions, the underlying 
models for forecasting revenue must be fit for 
purpose. For example while in the past excise 
duties seemed to be well forecasted,14 in 2018 the 
forecast error will be larger than average. At-end 
September 2018 excise duties were 8% (or €339 
million) under profile. The increase in Tobacco 
Duties and Betting Duty in Budget 2019, which 
commenced on 10 October, should reduce the 
gap.15  Future forecasts of excise duties have been 
revised downwards as a result. Corporation Tax 
revenue has exceeded forecasts consistently since 

13 Based on Revenue Commissioners (2018) Corporation Tax 2017 
payments and 2016 returns and Revenue Commissioners (2018) 
Total Net Receipts by Taxhead and Department of Employment 
and Social Protection (2018) Annual SWS Statistical Information 
Report 2017.
14 The average difference from profile at the beginning of the year 
was 1.4% between 2011 and 2017. Additional revenue from in 
year changes in excise duty rates (i.e. on Budget Day) would have 
an impact on accuracy.
15 The Budget 2019 forecast is a shortfall of €200 million (or 3.4%) 
by year-end.

https://www.revenue.ie/en/corporate/documents/research/ct-analysis-2018.pdf
https://www.revenue.ie/en/corporate/documents/research/ct-analysis-2018.pdf
https://revenue.ie/en/corporate/documents/statistics/receipts/net-receipts.pdf
https://revenue.ie/en/corporate/documents/statistics/receipts/net-receipts.pdf
https://revenue.ie/en/corporate/documents/statistics/receipts/net-receipts.pdf
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2012. In addition, revenue from Stamp Duties 
have been overestimated by a relatively large 
amount since 2016.  

•	 Forecasts of Budget 2019 revenue measures: 
Budget 2019 introduced a wide range of tax and 
other revenue measures. Meeting budgetary 
targets is dependent to some extent on these 
measures having been accurately forecast. The 
increase in revenue from a number of Budget 
2018 measures, such as the Stamp Duty and 
Excise Duty measures, appear to have been over-
estimated. However, information published with 
Budget 201916 would suggest that the €213 million 
raised from Revenue Commissioner compliance 
measures announced in 2016, was well above the 
€130 million target. 

The latter two points suggest a need for better 
transparency on why there are deviations from 
previous forecasts. In addition, the publication of a 
reconciliation of tax forecasts and outturns would 
be welcome. Changes in revenue forecasts arise 
for various reasons including, amongst others, 
updated assumptions on economic growth, updated 
underlying data, revised models or parameters within 
models, new measures (e.g. tax rate changes) and 
policy changes which can affect behaviour. These 
various factors can impact concurrently and knowing 
the underlying drivers of the deviations gives a better 
understanding of the revenue forecasts and makes 
judgments on sustainability easier. It would be also 
be easier to identify issues with forecast models and 
correct them. 

On the issue of broadening the tax base, there were 
no changes in carbon or fuel taxation in Budget 2019. 
In addition, there were no changes to motor taxation 
and a small change related to VRT on diesel cars. 
This appears to be a missed opportunity to rebalance 
tax revenue away from income tax and address the 
identified fiscal risk of missing EU climate change and 
renewable energy targets. Changes in these areas 
of taxation seem inevitable in the near future and 
provides a clear opportunity for the Government 
to consult with the Houses of the Oireachtas 
before making decisions in a future Budget. 
16 Revenue Commissioners (2018) Evaluation of Budget 2017 
Compliance Measures.

In addition, no announcement was made in Budget 
2019 regarding Local Property Tax (LPT) and the 
revaluation due before end 2019. The Government 
has previously indicated that the overall revenue from 
LPT will not increase substantially when properties 
are revalued. However, the lack of information on this 
measure means that we cannot know the budgetary 
impact of any intended changes to LPT. 

Additional risks to Ireland’s economic growth and 
tax revenue take include international trade disputes, 
lower global demand, changes in international tax 
laws, etc. Most of the international risks are on the 
downside i.e. will lower economic growth, and thus, if 
they materialise, will reduce Government revenue. 

Main Budget 2019 expenditure priorities 
are health and housing

Figure 1 displays the share of the year-on-year 
nominal increase in gross voted expenditure 
compared to the share of gross voted expenditure 
for the seven Votes or Vote Groups (representing 
88% of voted expenditure). The size of the markers 
is relative to the absolute amount of the increase in 
expenditure. If the centre of a marker is above the 
line this means that a Vote group is increasing its 
share of gross voted expenditure, and therefore it can 
be considered a priority. The further from the line 
the higher (or lower) the priority that is given to a 
Vote. If the centre of a marker is on the line then the 
Vote’s share of expenditure between 2018 and 2019 
is unchanged. Note that, although Figure 1 shows the 
relative prioritisation of expenditure across Votes, all 
departments received an increase relative to 2018.

The figure shows that Budget 2019 prioritised 
Health, Housing, Planning and Local Government, 
Transport, Tourism and Sport, and to a lesser extent 
Justice and Children and Youth Affairs. Education 
and Skills is just below the line suggesting its share 
of total expenditure will fall but only slightly. Within 
Housing, Planning and Local Government 65.4% of 
the increase in expenditure is in housing. 

http://www.budget.gov.ie/Budgets/2019/Documents/15. Evaluation of Budget 2017 Compliance Measures (1).pdf
http://www.budget.gov.ie/Budgets/2019/Documents/15. Evaluation of Budget 2017 Compliance Measures (1).pdf
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Figure 1: Comparison of Expenditure shares for 
selected Votes

Source: PBO analysis based on Expenditure Report 
2019
Employment Affairs and Social Protection is well 
below the line suggesting that it was not prioritised in 
this Budget (even though the increase in expenditure 
is almost €0.5 billion). This is not surprising as 
much of Employment Affairs and Social Protection 
expenditure is demand driven and increased 
employment means that the number of persons 
supported by unemployment benefit/allowances 
and other employment supports is falling allowing 
for increased expenditure elsewhere in the Vote 
(including increased benefits rates). 

There is a need for better financial 
management

The PBO’s Infographic No. 4 of 2018 - Total Gross 
Voted Allocation and Expenditure Cycle 2017 
illustrated that, between Budget 2017 (in October 
2016) and December 2017, the allocation approved 
by Dáil Éireann increased by €920 million, but the 
subsequent outturn was €422 million lower than 
this. The additional allocation related to Further 
Revised Estimates and Supplementary Estimates.17

17 The Supplementary Estimates 2017 included significant 
increases to the Health, Housing, Education and Garda Síochána 
Votes.

PBO Note 16 of 2018, Mid-Year Expenditure Report 
2018, analysed the Exchequer spending position 
at mid-year. It highlighted that in 2018 current 
expenditure was above profile, and that the seemingly 
positive overall position at end-June was due to 
underspending in capital. In that same context, 
the PBO noted (most recently in the Pre-Budget 
2019 Commentary) that the almost annual and 
recurring use of Supplementary Estimates in 
respect of certain Votes means that the Estimates 
provided with the Budget are not definitive.

Concerns have been raised (by the PBO and others) in 
relation to the financial management, accountability 
and transparency in both the Health and Justice 
sectors. It is now clear that a Supplementary Estimate 
of at least €700 million in Voted current funding will 
be required for the Health Vote later this year and 
that this will effectively form part of the increase in 
the 2019 allocation.18 

However, the PBO is pleased to note that a 
substantial review of one Vote (No. 35 – Army 
Pensions) which has had recurring Supplementary 
Estimates was published with Budget 2019.  This 
review acknowledged the PBO’s commentary from 
201719  on the recurrent nature of Supplementary 
Estimates for the Vote and undertook that “Vote [35] 
be allocated resources in line with the cost analysis…
from 2019 onwards, to ensure that the full cost of 
Defence Forces pensions can be met.”20 In relation to 
another such Vote (No. 20 – Garda Síochána) Budget 
2019 undertakes that “the overtime budget for 2019 
will be lower than the existing allocation for the first 
time since 2014”.21 All other things being equal, this 
undertaking should address the recurring recourse to 
Supplementary Estimates in relation to this Vote.
18 It would appear that a Supplementary Estimate of €50 million 
will be proposed to Dáil Éireann for an Garda Síochána (Vote No. 
20).
19 PBO Briefing Paper 2 of 2017, Supplementary Estimates 2017, 
p.6
20 IGEES Spending Review 2018 paper, Defence Forces Pensions 
Expenditure, (2018, p.3).
21 Budget 2019 - Expenditure Report, p.28.

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-04-30_total-gross-voted-allocation-and-expenditure-cycle-2017_en.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-08-16_mid-year-expenditure-report-2018_en.pdf
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However, in the context of the uncertain outcome 
of Brexit this undertaking in relation to Vote 20 may 
not (potentially) be realistic – similarly, the increase 
in the Defence Vote (No. 36) between 2018 and 
2019 is 5.3%. No mention is made of what impact a 
‘disorderly’ Brexit might have on either Vote 3622 or 
Vote 20.23  Despite media reports24 that there would 
be an increase of approximately 1,000 customs 
officers and  agricultural inspectors to deal with 
Brexit the number of additional staff assigned in the 
Budget 2019 - Expenditure Report (Part III) to the 
Office of the Revenue Commissioners (Vote No. 9) 
is 270 in 2019. In that context, a full publication of 
(costed) Brexit contingency measures addressing 
a range of scenarios would seem prudent, and in 
particular, the impact of these measures for existing 
programmes.

From the broader perspective of effective in-year 
financial management and with a view to ensuring 
that the allocations notified to the Dáil at Budget time 
are as accurate as possible (barring unforeseeable 
circumstances and emergencies). The PBO would 
question whether sufficient action has been taken 
with regard to accurately estimating in-year 
allocations for certain Votes. The type of research 
which was undertaken in respect of Vote 35 should 
be undertaken in respect of the other Votes which 
have had recurring Supplementary Estimates.

The PBO, in its Pre-Budget 2019 Commentary, 
stressed that it is crucial to link expenditure decisions 
on pay and numbers to stable and less volatile 
revenue streams. Experience has shown that it is 
unwise to implement public sector pay increases, 
while at the same time narrowing the tax base, as 
well as funding permanent spending through volatile 
tax revenues. The PBO also advised that to avoid 
repeating the mistakes of the past, current decisions 
22 The departure of the UK from the EU in a ‘disorderly’ Brexit 
scenario would entail the UK’s departure from the Common 
Fisheries Policy which may, for example, have implications for 
Irish Naval Service resources.
23 Garda resources could, for example, in a ‘disorderly’ Brexit 
scenario be affected by the need to prevent cross-border 
smuggling.
24 ‘1,000 new customs and veterinary inspectors to be hired’, RTÉ 
(20 July 2018).

in relation to public sector pay and numbers should 
be taken cautiously, underpinned by a long-term 
strategic approach to workforce planning.

The PBO has previously noted that trends in the 
public sector wage bill have been pro-cyclical over 
time.25   The public sector pay in 2018 is expected 
to comprise €17.75 billion (31.2%) of current Voted 
expenditure (€56.9 billion)26 and in 2019 is estimated 
to increase to €18.7 billion (31.5%) – a 5% increase. 
This is approaching the pre-crisis peak of €20.07 
billion (36% of current expenditure of €55.719 
billion). High growth rates in pay expenditure 
were experienced in the early 2000s, with a peak 
annual growth rate of 17% in 2001 (relating to both 
increasing staff numbers and increasing cost of staff). 
The increase in the public sector wage bill from 2002 
to 2007 was mostly due to increases in pay rates 
(PBO, 2018).27 The PBO also notes that Exchequer-
funded public service numbers28 were at 317,500 at 
the end of 2017 and that provision has been made in 
the Budget 2019 - Expenditure Report (Part III) for 
12,897 additional Exchequer-funded public sector 
employees – numbers will therefore be above the 
pre-crisis peak of 320,387 and the increase for 201929  
is more than twice the 2% historical average growth 
rate.

25 PBO Briefing Paper 8 of 2018, Public Sector Pay and Pensions: 
Features and Key Determinants.
26 This includes the projected Supplementary Estimates for 2018.
27 PBO Pre-Budget 2019 Commentary, p.18.
28 Including Local Authority staff.
29 Excluding Local Authority staff.

Improvements can be made in relation to 
accessibility, accuracy and consistency in 
reporting budgetary information

The Budget 2019 - Expenditure Report (pp.32-33) 
explicitly addresses the issues of reporting and 
accountability and stresses the need for clear and 
effective accountability for the use of voted funds 
which in 2019 will total €66.6 Billion. Specific 
mention is made of:

•	 The need to modernise government financial 
reporting – this may involve scrutiny of cash 
versus accruals accounting;

https://www.rte.ie/news/brexit/2018/0718/979422-cabinet-to-discuss-preparations-for-hard-brexit/
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•	 A review of the current arrangements in relation 
to the management of Votes by Accounting 
Officers – it is unclear what the context for this 
review is;

•	 The potential to improve and identify 
performance indicators in order to facilitate 
accountability before the Committees of the 
Houses of the Oireachtas;

•	 Reviewing the Public Spending Code to ensure 
effective capital appraisal and to underpin 
sound control mechanisms in managing Voted 
allocations.

Any or all of the above could be significant initiatives 
but the timescale for implementation and supporting 
contextual information is not provided.

The PBO was established in the context of Dáil 
reform, one element of which is to improve 
parliamentary engagement with the budget process. 
One important means of furthering that objective 
is by the simplification of complex budgetary 
information.

In that context, the PBO has focussed on how 
accessible budgetary information, particularly on the 
expenditure side, currently is. A related issue is that of 
consistency, i.e. parliamentary scrutiny, particularly of 
Budget documentation (which is subject to scrutiny 
in telescoped timelines), which would be greatly aided 
by a consistent approach over time and between 
documents.

•	 A significant divergence between the Budget 
2019 - Expenditure Report and previous such 
reports is the treatment of the substantial 
Supplementary Estimates that will be required 
in 2018. Supplementary Estimates are subject 
to scrutiny by Dáil Committees and require 
the approval of Dáil Éireann. In previous 
years therefore they have not formed part of 
the Expenditure Report though contingency 
amounts have been referenced. In the Budget 
2019 - Expenditure Report, the six Supplementary 
Estimates30 that will be sought in November/
December are included in Parts I and II, and 

in the summary tables of Part III, of the Report 
as if they had already been scrutinised by the 
Committees and approved by the Dáil (which 
they have not been). However, they are not 
included in the relevant individual Vote abridged 
estimates.  This discrepancy is explained only 
in the ‘General Note’ to the Abridged Estimates 
(p.157). The internally differing treatment of 
the Supplementary Estimates should be clearly 
and prominently signalled at the beginning 
of the Expenditure Report to avoid the risk 
of confusion by non-expert readers and to 
facilitate swift navigation of the report. The 
inclusion of the forecast Supplementary Estimates 
across several Vote Groups into the baseline for 
2018 impacts upon year-on-year statistics used 
in the summary tables of the Expenditure Report 
and headline trend figures used throughout the 
budget documentation. 

•	 The fact that the Christmas Bonus in respect of 
eligible social welfare and insurance payments 
is again not included in the 2019 allocations 
means that the estimate for this Vote and the SIF 
are not a reliable guide for likely whole of year 
expenditure. This issue could be prominently 
flagged in some manner.

•	 Even if subject to well-acknowledged 
measurement issues, the structural balance 
plays a central role in both the EU's and the 
domestic fiscal framework. In previous budget 
publications, the table outlining the calculations 
of the structural balance was in the main body 
of the Economic and Fiscal Outlook document 
(Chapter 4 – General Government Developments 
and Outlook), while the Budget 2019 - Economic 
and Fiscal Outlook relegates it to the last page in 
the final Annex.

•	 In Briefing Paper 13 of 2018, the PBO emphasised 
key issues for consideration regarding tax 
expenditures in Ireland. These key issues were 
referenced in the Department of Finance’s Report 
on Tax Expenditures for 2018 (the 2018 Report), 
which also contains tax expenditure reviews 
completed in the previous twelve months and 
the most recent information on the costs of tax 

30 Health; Education and Skills; Garda Síochána; Housing, 
Planning and Local Government; Transport, Tourism and Sport; 
and International Co-operation.

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-09-21_tax-expenditures-in-ireland-key-issues-for-consideration_en.pdf
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expenditures. In the 2018 Report, the Department 
indicated that it will assess the issues raised in the 
PBO paper in due course. The PBO further notes 
that the 2018 Report was not published alongside 
other Budget 2019 material on Budget Day (it 
was published the following day). The PBO would 
emphasise, generally, the value in publishing 
material relevant to budget scrutiny in a timely 
and accessible way (in advance of Budget Day, 
where possible) to facilitate greater engagement 
among Members with the relevant material. 

•	 The PBO notes that Financial Resolution 3 
published with the Budget and voted on by Dáíl 
Éireann on Budget night concerned the increase 
in the VAT rate from 9% to 13.5% for certain 
goods and services on 1 January 2019. Given that 
the Finance Bill 2018 should be passed before this 
date the need for this resolution was questionable. 
Effectively, this has the potential to limit the 
impact of scrutiny that this measure will receive 
from the Houses of the Oireachtas as the Finance 
Bill progresses through the Houses.  

•	 The PBO acknowledges that a significant quantity 
of material is made public on Budget Day, which 
is prepared in tight timelines, and consequently 
errors may arise. The PBO notes that there were 
multiple errors in the Budget 2019 - Economic 
and Fiscal Outlook which was presented to the 
Dáil on Budget Day. It also notes that multiple 
versions of that report have been uploaded to the 
Department of Finance’s Budget 2019 webpage. 
Finally, it notes that these changes have not been 
formally communicated to the Houses nor 
formally acknowledged and/or explained. 

However, the following is a non-exhaustive list of 
some of the more significant changes in the material 
given to Members on Budget Day:

 ҁ Table 9: estimate impact of Budget 2019 on fiscal 
position in 2019 – The General Government 
balance referenced in relation to the White Paper 
is a deficit of €640 million whereas it should have 
been a surplus of €640 million;

 ҁ Table 12: estimate of local government income 
and expenditure for 2019 – This table shows a 

deficit in the Local Government balance of €3,581 
million whereas the corrected table shows a 
deficit of €313 million (with substantial changes 
to many of the other figures in the table);

 ҁ Table 20: Contingent Liabilities – The percentage 
at end year 2016 in respect of Eligible Liabilities 
Guarantee is 5.2% whereas it should read 0.6%;

 ҁ Table A2: General Government balance 2017-
2023 – a number of lines in this table have been 
revised.

The PBO’s view, overall, is that a question arises as 
to whether (from the perspective of parliamentary 
engagement, scrutiny and approval) the existing 
Budget documentation is fit for purpose or 
whether it should be reviewed to ensure same. 
Such a review should include a role for the Houses 
of the Oireachtas and specifically the Select 
Committee on Budgetary Oversight.

 The need for evidence-based policy-
making and better policy evaluation

The PBO has previously highlighted the importance 
of ex ante and ex post evaluation in introducing 
and implementing new, or changing existing, policy 
measures.

A number of Spending Review papers were published 
alongside the Budget. In addition, the Mid Year 
Expenditure Report 2018 places considerable 
emphasis on the importance of the Spending Review 
papers feeding into preparations for Budget 2019 by 
providing evaluations of:

•	 Existing expenditure; and

•	 Recent and developing trends.

However, the PBO would emphasise the distinction 
between an analysis of expenditure trends, which 
much of the Spending Review material consists of, 
and the evaluation of expenditure programmes. 
While trend analysis provides a useful context, a 
targeted evaluation of spending programmes would 
provide greater insight into the effectiveness of 
spending in achieving policy goals. This could provide 
a clear quantification of the expenditure (from non-
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performing programmes) that could be re-allocated, 
and could assist in relating the Spending Review 
papers more closely to the Budget process. With gross 
Voted Expenditure set to increase by nearly 8% in 
2019 and Supplementary Estimates of up to €1.1 
billion likely to be sought from the Dáil in respect 
of 2018, it is important that the Spending Review 
process is effectively utilised to re-prioritise 
expenditure where appropriate. The provision of 
advance notification of the areas to be reviewed, 
clear recommendations based on the results of 
evaluations and an ex post review of how they 
fed into the Budget would enhance the Spending 
Review process.

In that context, the PBO notes that papers forming 
part of a Social Impact Assessment series in 
addition to others described as part of a Prevention 
& Early Intervention series have also been published 
online in tandem with the latest tranche of Spending 
Review papers. While the PBO acknowledges that 
these other series have a specific focus and policy 
rationale, it also notes that from the perspective of 
parliamentary scrutiny they all ultimately address 
Voted Expenditure. To make best use of this analysis, 
it may therefore be helpful if a more cohesive way 
of co-ordinating and presenting the three series of 
papers could be devised, for example they could 
be sent to relevant Oireachtas Committees for 
consideration.

 Progress made in respect of innovations 
in the Budget process

The PBO welcomes the Government’s announcement 
of the intention for Ireland to join the Paris 
Collaborative on Green Budgeting, and to publish a 
list of all Exchequer climate-related expenditure in 
this year’s Revised Estimates for Public Services. This 
announcement corresponds with suggestions made 
in the PBO’s climate proofing report (Briefing Paper 
12 of 2018), which followed a request from the Select 
Committee on Budgetary Oversight. 

In addition, last year saw the start of an Equality 
Budgeting initiative led by Department of Public 
Expenditure and Reform by way of a pilot programme 
carried out in six departments. This pilot was the first 

step of a strategy intended to mainstream equality 
considerations, gender initially, into the Budget 
process. The PBO also welcomes the announcement 
that the pilot will be expanded to broaden its scope 
to other dimensions of equality including poverty, 
socioeconomic inequality and disability and is being 
supported by an Equality Budgeting Expert Advisory 
Group. The previous pilot was published alongside 
the Revised Estimates for Public Services; however, the 
Minister stated that the broadening of this initiative 
would take place “next year”. It is unclear what, if 
anything, will be published this year to progress 
Equality Budgeting.

In the context of gender proofing in particular, 
the PBO commissioned the Economic and 
Social Research Institute (ESRI) to, among 
other tasks, enhance the analytical capacity of 
the ESRI’s SWITCH model to enable gender 
impact assessments in the future to be routinely 
performed prior to a budget or for ex post analysis. 
The ESRI presented to the Select Committee 
on Budgetary Oversight on 12 September and 
confirmed that such capability was available in the 
model for Budget 2019. However, no such analysis 
has been published.
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