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Multiannual Expenditure Ceilings:
An effective control for spending?
Ministerial Expenditure Ceilings act as the baseline for expenditure...

Key Messages
•	 Between 2012 and 2017, overall outturn fell within the ceiling only in 2013.

•	 Ministerial Ceilings are revised in the Budget and the Mid-Year Expenditure Report, with a 
pattern of upward revisions each year, potentially twice per year.

•	 Budget 2019 saw the largest upward revisions over the three-year period for ceilings since 
they were introduced.

•	 The celing for 2019 was originally set at €53.6 billion in 2016, but has now increased to €59.3 
billion.

Introduction
The Medium-Term Expenditure Framework is a set of administratve procedures employed for the 
management of Voted Current Expenditure over the medium term by way of three-year ceilings. The legal 
basis for these ceilings is set out by the Ministers and Secretaries (Amendment) Act 2013 (the Act). These 
ceilings	were	first	introduced	on	an	administrative	basis	in	2012,	under	the	Comprehensive	Expenditure	
Report 2012-2014, and were subsequently place on a legal and procedural footing. 

Ceilings are set out in each Budget for the following three years (e.g. Budget 2019 includes ceilings for 
2019, 2020 and 2021). These ceilings cover Voted Expenditure in addition to the National Training Fund ) 
and the Social Insurance Fund. The ceilings are set at an aggregate level, and also at Ministerial Vote Group 
level.

Capital and Current Expenditure
Since 2014, ceilings have been given for both capital and current expenditure in the Budget. However, the 
process	for	setting	these	ceilings	is	different.	The	capital	expenditure	ceiling	is	mostly	set	and	modified	as	
part of the National Development Plan. Meaning that while the proportional growth in capital expenditure 
ceilings is very large, changes to capital ceiling tend to be the result of conscious decisions and central 
planning for the level of capital invest to be made in the coming years. However, as Figure 2 shows, 
the relationship is inverted when absolute values are used. The absolute value of revisions in current 
expenditure	ceilings	is	significantly	larger	than	those	for	capital.

Key expenditure Departments (Health, 
Housing, Planning and Local Government, 
and Education and Skills) appear to treat 
expenditure ceilings as the baseline for 
expenditure expectations. 

Expenditure ceilings are regularly exceeded by 
any	unforeseen	events,	efficiencies	or	overruns	
in cost.
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Pre-Budget 2021 Key Messages
Summary of PBO Publication 55 of 2020

Set out below are the key messages that the PBO would like to emphasise in advance of 
Budget 2021.

Macroeconomic overview

 y Ireland’s economy was in a relatively strong economic position prior to the COVID-19 
pandemic. It had experienced strong economic and employment growth in the years to 
2020. 

 y The COVID-19 crisis has resulted in a severe economic change for Ireland. GDP fell by 6.1% 
in Q2 2020 from Q1 and was 3% below its level in Q2 2019.

 y There are approximately 400,000 persons receiving State unemployment payments 
(i.e. Jobseekers Benefit/Allowance or the Pandemic Unemployment Payment) with 
the COVID-19 Adjusted unemployment rate recorded at 15.4% at end-August. A further 
300,000 jobs were being supported by the Temporary Wage Subsidy Scheme (replaced 
by the Employment Wage Subsidy Scheme on 1 September). 

 y Restrictions to control second and subsequent waves of COVID-19 will impact economic 
variables. This makes economic forecasting difficult, as the status of the virus and the 
response to it cannot be predicted.

 y The Department of Finance in its economic forecast underpinning Budget 2021 
estimates that GDP will fall by 2.5% in 2020 before increasing by 1.4% in 2021. They also 
estimate that the unemployment rate will by 10.7% in 2021.

 y Overall, economic activity, especially domestic activity, will likely experience a reduction 
in 2020 - followed by an increase in 2021 unless further severe public health restrictions 
need to be imposed. However, it is unlikely that the level of domestic economic activity 
will recover to pre-pandemic levels for a number of years. 

 y International aspects of the Irish economy have held up remarkably well so far in 2020. 
However, lower international economic activity in Ireland’s main trading partners may 
have an impact over the medium term. 

 y The lack of an EU/UK trade agreement from 1 January 2021 is a risk to economic growth 
in 2021 and beyond and the Government has prudently announced that it will be a key 
assumption underlying the economic forecasts underpinning Budget 2021.

Taxation and other revenue

 y Taxes have broadly outperformed expectations to end-August, and the three largest 
tax heads (Income Tax, Corporation Tax, and VAT) are on course to exceed their forecast 
under the Department of Finance’s “central” COVID-19 scenario (from March 2020).

 y Taxes have also held up reasonably well on an annual basis. Receipts from Corporation 
Tax have exceeded their level at end-August 2019, and Income Tax has proven 
remarkably resilient year-on-year.
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 y The relatively strong performance of Corporation Tax and Income Tax through 2020, 
emphasises the varied impact of the COVID-19 pandemic, and exposes the reliance of 
the Exchequer on key sectors.

 y These key sectors are dominated by foreign-owned multinational corporations (MNCs). 
The Exchequer’s reliance on their tax contributions, and the concentration of tax 
payments more generally, poses a key systemic risk to the public finances.

 y While the recent and persistent outperformance of Corporation Tax has helped to 
mitigate the fiscal impact of COVID-19, it serves as a reminder that this is a volatile 
and unpredictable source of income for the State that cannot be assumed to perform 
reliably year after year.

 y Non-tax revenue and capital receipts have served to bolster the headline Exchequer 
position, with sizeable annual growth resulting from a non-recurring payment from the 
Irish Banking Resolution Corporation (IBRC) in 2019, as well as a significant transfer from 
the National Asset Management Agency (NAMA) in June 2020.

Government spending  

 y Government spending has increased dramatically in 2020 in response to the pandemic 
- especially in relation to public health and the need to provide income support to the 
individuals and businesses affected. 

 y Government Voted spending is now expected to be more than €86 billion, or 
approximately €16 billion higher than planned in December last year as set out in 
the Revised Estimates for the Public Services 2020. This suggests that a further 
approximately €7 billion will have to be provided for in Further Revised Estimates, 
‘updated’ Revised Estimates and/or Supplementary Estimates during the rest of 2020.

 y It appears that the Government intends to prioritise spending on the following sectors/
Votes in Budget 2021:

 » Communications, Climate Change and Environment (Vote 29);

 » Business, Enterprise and Innovation (Vote 32);

 » Housing, Planning and Local Government (Vote 34);

 » Employment Affairs & Social Protection (Vote 37 and including the Social 
Insurance Fund (SIF)); and

 » Health (Vote 38).

 y Along with the pandemic, other pressures on spending in 2021 include a possible/likely 
no-deal Brexit and meeting the levels of capital investment set out in the National 
Development Plan (NDP).

 y Employment Affairs and Social Protection (Vote 37) can expect a refund of more than €3 
billion from the Social Insurance Fund (SIF) in late 2020. This will reduce the reserves of 
the SIF significantly.

 y A substantial Supplementary Estimate will be required in 2020 to meet the spending 
requirements of Health (Vote 38).

 y It is unclear what the exact impact of the pandemic will be on public sector employment 
and associated pay costs for 2020 compared to the pre-pandemic forecast. In some 
areas it is expected that pay costs may be higher than previously forecast (e.g. Health, 
Education). Conversely, the pandemic may have averted (or delayed) recruitment in 
other sectors.
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 y The pandemic postponed negotiations for a successor agreement to the Public Service 
Stability Agreement (PSSA). The impact of the pandemic may limit scope for increased 
pay (particularly across the board).

 y Many infrastructure projects were suspended during the earlier restricted periods of 
the pandemic. This could mean that despite increased capital having been allocated 
to certain sectors, overall capital spending in 2020 may not be much different from its 
original allocation. Some Departments have indicated to the PBO that many projects 
will see a return to profiled spending by year end. Capital allocations may not increase 
significantly in 2021 - above what was already planned.

 y The COVID-19 pandemic may reverse progress in some policy areas which the EU’s 
Country-Specific Recommendations (CSRs) had focussed on. In addition, the issues 
where progress in implementing CSRs had been limited may be more important in 
the context of the post-pandemic fiscal situation. The urgency of addressing them 
has increased given that the rise in Government spending and debt may limit fiscal 
manoeuvrability when the pandemic is contained.

 y The PBO has previously highlighted the difficulties in accurately assessing the level 
of Exchequer spending allocated for Brexit related measures. Brexit related funding 
in Budget 2021 should be linked to specific measures or projects and performance 
information provided. 

 y The decision to postpone the increase in the State pension age in 2021 will increase 
pension spending by approximately €265 million in 2021 (it had been expected to fall 
by €218 million due to the age change). The PBO notes the lack of clarity on the cost 
of demographic pressures contained in the annual budgetary process (particularly 
the changes to the spending ceilings of individual Votes in the Budget’s Expenditure 
Report).

 y From the perspective of Dáil scrutiny of the delivery of public services, the Expenditure 
Report published on Budget day is probably the single most important Government 
document in the budgetary cycle. However, it is not easy to read or to use in examining 
the spending changes proposed at Budget time. More detailed financial and 
performance information is revealed only immediately before Christmas, in the Revised 
Estimates for Public Services.

Overall fiscal position and Government debt

 y Both COVID-19 and Brexit-related uncertainties have complicated fiscal planning, 
with multiple sizeable revisions made to fiscal forecasts since Budget 2020. These 
uncertainties are likely to persist through 2021. This means that it is difficult to accurately 
predict tax revenues or cost budgetary policies (both revenue and spending).

 y There is little detailed information of the projected budget deficit for 2020 or for 
subsequent years. The Government has stated the deficit for 2020 will be under €30 
billion. Revenue developments especially in November (which is the month when the 
highest level of tax is collected) will likely determine how close to €30 billion the deficit 
becomes.

 y According to the Department of Finance and the Department of Public Expenditure 
and Reform, the budget deficit for 2021 will range from 4½ - 5½ per cent of GDP (€15-
€19 billion). These broad figures are based on the assumptions that there will be no 
COVID-19 vaccine and a no-deal Brexit. They are also based on pre-Budget 2021 policy i.e. 
any additional expenditure or tax measures announced in Budget 2021 are not reflected 
in the figures. These will likely increase the deficit. 



Disclaimer: This document has been prepared by the Parliamentary Budget Office (PBO) for use by the Members of the Houses of 
the Oireachtas and to aid them in their parliamentary duties. It is not intended to be 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.
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 y Pre-pandemic Irish Government debt was high (95% of GNI* in 2019) in historical and 
international terms. It was €204 billion in nominal terms. The fiscal response to the 
pandemic will increase Ireland’s Government debt over the next few years. It is likely to 
increase by €40-€50 billion by end-2021 and represent at least 120% -125% of GNI*.

 y The high levels of public indebtedness could limit the options for fiscal policy in the 
event of a prolonged downturn. In the medium-term, when the short-term impacts of 
the COVID-19 crisis have subsided, fiscal policy will need to focus on the sustainability 
of Ireland’s Government debt in order to reduce the risk of a fiscal crisis. This, in effect, 
means reducing the Government deficit to a sustainable level.
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