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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 fáil 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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n The performance of the Irish economy depends on the trajectory of COVID-19. With Ireland’s move to Level 5 

restrictions due to a resurgence of the virus, the economic landscape has changed substantially. This can be 

observed in the labour market with the recent increase in the number of Pandemic Unemployment Payment 

(PUP) claimants. Furthermore, trade and employment in certain sectors of the Irish economy are highly exposed 

to the risk of no trade agreement being reached between the EU and UK.

n The large fiscal stimulus implemented up to now represents an appropriate fiscal stance to cushion the 

unprecedented negative economic impact of COVID-19. However, Government Debt is on the rise and its high 

level must be understood in the context of other challenges to debt sustainability such as an ageing population 

and that other sectors of the economy are heavily indebted.

n While financing conditions are currently favourable, it will be critical to develop a strategy to reduce the debt 

burden in the medium to long-term. The PBO highlights the importance to identify and publish a clear fiscal 

policy strategy (including potential anchors for certain fiscal parameters) which would guide policy and ensure 

sustainability over time.

n Forecasting tax revenue during the pandemic has proven challenging, with considerable uncertainties 

surrounding the path of the virus. Budget 2021 marks the third time that estimates of tax receipts for 2020 

and 2021 have been revised in 12 months.

n The fiscal forecasts underpinning Budget 2021 did not account for the imposition of Level 5 restrictions in Q4 

2020. The publication of updated fiscal forecasts would give a clearer view of the potential impact of these 

restrictions on the Exchequer Balance in Q4, and the longer-term impact through 2021. This would facilitate 

greater budgetary oversight and scrutiny.

n The need for regularly updated reliable forecasts, clear fiscal policy and documentation that helps track/monitor 

the in-year position is obvious and was not adequately provided in 2020. This may be understandable in the 

context of the pandemic but should not be repeated in 2021.

n The costing of measures introduced in Budget 2021 should be reassessed considering the recent escalation 

in COVID-19 related restrictions. The decision to adopt Level 5 restrictions nationwide will drive-up the cost 

of some measures and limit the effectiveness of others.

n The PBO would welcome the publication of an update on progress made on the recommendations of the 

Tax Forecasting Methodological Review Group (published in December 2019). The report contains several 

recommendations concerning the approach to predicting tax receipts, with a view to enhancing the accuracy 

of forecasts.

n The Budget 2021 Expenditure Report sets out spending for 2020 of €87.1 billion. This reflects projected Further 

Revised and Supplementary Estimates for Public Services of €2.4 billion which will be scrutinised by the Dáil. 

Given that Ireland has entered Level 5 public health restrictions there is clearly the potential for these 2020 

Estimates to increase.
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n Budget 2021 sets out that the gross voted spending next year will total €87.8 billion, including COVID-19 

spending (€6.4 billion of which has been allocated) and an unallocated Covid Contingency Reserve (€2.1 billion) 

and Recovery Fund (€3.4 billion). This is therefore an increase of €700 million in the funds available for spending 

on public services in 2021 (+0.9%) compared to the latest forecasts for spending in 2020.

n The changes in allocations between 2020 and 2021 are not easily accessible as they are complicated by Estimates 

yet to come before the Dáil, funding not yet allocated between Departments and COVID-19/Brexit-specific spending. 

There are significant increases already allocated to Health, Education and Transport. The PBO has produced an 

infographic showing revenue projections for 2021 and where the money will be spent, by Vote Group. This will 

be updated as the fiscal position changes.

n It is unclear how the process to use the unallocated funds will work; whether they will be capital or current 

spending; and how the Oireachtas will provide oversight. The PBO suggests that when the Government 

announces initiatives in 2021 which will be financed by these funds, it should set out clearly which expenditure 

line is getting additional funds, the process for allocating funds (i.e. specific application criteria) and how much 

of the overall unallocated amount remains.

n It is unclear what implications the recently announced review of the National Development Programme (NDP) 

will have on the capital spending allocations announced in the Budget.

n Spending on employment and unemployment supports is difficult to estimate as they are directly linked to 

the public health status of the country and which level of the National Framework for Living with COVID-19 is 

in operation. Depending on the public health situation, the fiscal impact of the pandemic could abate in 2021.

n Exchequer spending should be targeted at enterprises or sectors that can illustrate viability notwithstanding 

the pandemic, or those that are likely to be viable post-pandemic. The longer the duration of the pandemic 

the greater the focus will need to be on supporting new enterprises rather than supports providing a lifeline 

to struggling and, in some cases, unviable enterprises.

n Government Departments are entering into long-term commitments now by significantly increasing public 

sector staffing levels, both to improve services during the pandemic and to address the likelihood that the 

United Kingdom will decide not to agree a Free Trade Agreement with the European Union (neither of which 

are necessarily long-term situations).

n In the aftermath of the unprecedented impact of the pandemic, the PBO’s view is that priority must be given to 

ensuring that resources are allocated in a transparent manner, subject to measures of performance, which fit into 

a longer-term framework for Exchequer spending. Multi-annual expenditure ceilings have been abandoned due 

to the high levels of uncertainty at present; however, these should be reintroduced as soon as possible as they 

place spending in context and guide longer term spending plans.

n The Budget Expenditure Report continues to be a difficult document to analyse – particularly in the context 

of the limited time available on Budget night. Consideration should be given to making it more accessible to 

the members of Dáil Éireann – its intended audience.

n The year 2020 is the beginning of a new 3-year cycle of the Spending Review process and papers have now 

been published, although there has been limited focus on the effects of the pandemic on public spending in the 

papers published to date. Such papers should be a key tool for Departments in helping them decide how best to 

allocate resources but it is unclear how effective the process is. The independent review of the Spending Review 

process has not been published. Spending Review papers are integral to the effective use of Voted monies and 

should be published in a way that makes them accessible and useful to Members of Dáil Éireann when they 

scrutinise public services.
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Budget 2021 was announced on 13 October 2020. It set out the highest proposed level of spending ever announced 

in a Budget. However, within a week of Budget 2021 the Government had announced that Ireland would move to level 5 

on the Living with COVID-19 framework of restrictions – for a minimum of six weeks. This announcement illustrates the 

uncertainty that currently underlies the Budget process. During Leaders’ Questions on 20 October An Taoiseach, 

Micheál Martin TD, stated:

 I foresee periods of high level restrictions followed by low level restrictions and, if necessary, followed by 

high level restrictions again if the virus spreads during the reopening phase.

The economic and fiscal forecasts set out in Budget 2021 did not account for level 5 restrictions in 2020. However, 

the impact on the overall deficit is not expected to be large. The Government has set aside funds in 2021 to buffer 

against the need for further restrictions. The PBO’s approach to analysing Budget 2021 is framed around the effect 

the introduction of restrictions may have on the macroeconomic and fiscal position.

The introduction of public health measures to address the pandemic effectively reduces the potential of the economy 

– with output limited by restrictions on which businesses can operate and at what capacity, and also by impacting 

on levels of demand.

Reductions in the levels of economic activity can be expected to have a detrimental impact on tax revenues. Tax revenues 

have been surprisingly resilient during 2020 to date especially income tax (despite the rise in unemployment) and 

Corporation Tax. However, overall tax revenues have fallen and are impacted by restrictions.

The reduction in economic activity arising from public health measures including temporary closures of many businesses 

has resulted in extra Government spending measures for many sectors to provide supports to enterprises, and to those 

who suffer unemployment, or reduced employment as a result of public health measures. While the introduction of 

public health measures has increased spending, public health measures may avert the need for spending in certain 

scenarios. For example, if these measures successfully avert the need for more stringent lockdowns.

The PBO’s Post-Budget 2021 commentary covers these issues. It examines the economic forecasts in a second lockdown 

scenario and the labour market implications. It discusses the volatility of taxation revenues and predicting them and 

the effects on the overall fiscal situation.

It discusses Government spending and the issues that arise from Budget 2021 under a number of headings including 

pandemic related spending, the public sector wage bill, Brexit and capital expenditure. It also draws attention to issues 

such as the efficiency and effectiveness of Government spending and the need (even in uncertain economic times) to 

maintain focus on this issue.

This PBO Post-Budget 2021 Commentary builds on the Preliminary PBO Review of Budget 2021 published for Members 

on Budget night but does not cover all the issues discussed therein.
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The performance of the economy is dependent on COVID-19 developments. Ireland moved to Level 5 of the Plan for 

Living with COVID-19 for six weeks on 22 October 2020 due to a resurgence of the virus. This will have an adverse effect 

on the Irish economy. Detailed economic and fiscal projections in the Budget 2021 documentation were based a central 

scenario where the economy experienced peaks-and-troughs in infections and targeted restrictions, but no full lockdown.

However, Budget documentation also presented a scenario analysis which modelled at an aggregate level the economic 

effects of a second national lockdown happening in Q4 2020. This scenario does assume that the impact on consumption, 

output and employment is less severe than that in the first lockdown (e.g. three-quarters of the shock that occurred in 

Q2 2020). This is based on an assumed improved public health capacity and already embedded behavioural changes.

In a ‘second lockdown’ scenario, GDP would deteriorate by 3.4% in 2020 and by 2.1% in 2021 (Table 1). This compares 

to a central scenario where GDP is expected to contract by 2.4% in 2020 and grow by 1.7% in 2021. On the labour 

market side, employment would decrease by 15% this year and increase by 1.7% in 2021 (vs -13.7% in 2020 and +7.6% 

in 2021 in the central scenario). The unemployment rate is projected at 16.9% in 2020 and at 14.1% in 2021. Overall, 

the economy is expected to contract by almost 4% in Q4 2020, with a recovery beginning from the first quarter of 2021.

Table 1: Macroeconomic Projections: central scenario vs second lockdown

Projections 2020 2021 2020 2021

central scenario ‘second lockdown’

GDP growth rate -2.4 1.7 -3.4 -2.1

Employment (y-on-y change) -13.7 7.6 -15.0 1.7

Unemployment rate (%) 15.9 10.3 16.9 14.1

General Government Deficit (€ bn) 21.6 20.5 22 25

Source: Department of Finance (2020) Budget 2021 – Economic and Fiscal Outlook.

The Department of Finance expects a larger economic deterioration than the Central Bank of Ireland’s (CBI) severe 

scenario (Table 2). The severe scenario can be interpreted as equivalent of Level 5 restrictions. The calibration of 

the severe scenario includes adverse shocks to the international economy, financial markets and the output in the 

non-traded sector of the Irish economy. The Central Bank of Ireland’s forecasts show that under a severe scenario, 

economic output would decrease both in 2020 and in 2021, with growth only returning in 2022. The CBI forecasts 

a high unemployment rate for the period 2020 to 2022, though the rate is lower than the severe scenario from the 

Department of Finance.
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Table 2: Central Bank of Ireland’s Macroeconomic projections – severe scenario

2020 2021 2022

GDP -1.1 -0.3 3.4

Underlying Domestic Demand -8.5 -1.3 3.7

Unemployment rate 6.4 12.5 10.1

Source: Central Bank of Ireland (2020) Quarterly Bulletin 04 2020.
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The labour market is facing an unprecedented trend, with the unemployment rate peaking at 30.4% in April 2020, 

and an approximate peak of 1.2 million people on either the Live Register, the Pandemic Unemployment Payment (PUP) 

or the temporary wage subsidy scheme in May 2020. Labour market policies that were introduced have helped to 

prevent significant job losses, to support incomes, to mitigate additional scarring on workers as well as a rapid and 

large-scale rise in long term unemployment.

By 27 October 2020, there were approximately 295,000 PUP claimants, a large decrease from peak number of claimants 

in May (Figure 1). However, this is an increase from the number of claimants from the start of October when there were 

approximately 205,000 claimants. This shows the initial impact on the labour impact of stricter economic restrictions 

due to a resurgence of the virus. The current number of PUP claimants may increase as businesses are affected to a 

greater extent by the Level 5 restrictions.

Figure 1: Number of people in receipt of Pandemic Unemployment Payment
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Source: Department of Social Protection.

The labour market policies, particularly the wage subside schemes, have helped mitigate some of the impact of 

the virus on employment. However, both the Department of Finance and the Central Bank of Ireland are projecting 

an unemployment rate above ten percent in 2021, accounting for the impact of Level 5 restrictions. In the case of 

a severe scenario, the Central Bank is forecasting 10 per cent unemployment rate for 2022.
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In terms of the age bracket, the PUP claimants have generally been in the younger age categories (Figure 2). 

By 27 October, there were approximately 74,000 PUP claimants aged under 25 years, compared to approximately 

38,000 PUP claimants aged 55 years and over. There is potential that high youth unemployment could have long-term 

negative consequences and persistence scarring, in terms of employment. However, it is unclear how many of the 

PUP claimants aged under 25 years are in education which would mitigate the potential scarring effects.

Figure 2: Number of PUP claimants by age category
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Source: Department of Social Protection.

In terms of the sector breakdown of people in receipt of the PUP, there is some significant divergence between the 

sectors. At end October, there were approximately 90,000 PUP claimants from the “Accommodation and food service 

activities” sector, with 43,432 previously employed in the retail and wholesale trade sector. Consumer-facing sectors 

such as the accommodation sector are facing significant challenges from the virus and the associated restrictions to 

mitigate it.

Figure 3 shows the trend of the number of claimants in eight sectors, with the peak being in the April to May period. 

However, October has seen a steep increase in the number of claimants, an immediate response to the Level 3 and 

then Level 5 restrictions.
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Figure 3: Number of PUP claimants by sector
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As Figure 3 and the unemployment forecasts in more severe pandemic scenarios show, additional restrictions increase 

the number of persons that need income support. When the announcement of new restrictions was made the PUP was 

increased to €350 per week for those who previously earned over €400 per week. This will continue until 31 January 

2021. This, along with the increase in the number of claimants, will increase the cost of the PUP in both 2020 and 2021 

from Budget 2021 estimates.
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Deficit

Due to Level 5 restrictions, the Government is expecting a large Budget Deficit of €22 billion in 2020 and €25 billion 

in 2021 (in Budget 2021, the deficit projection was €21.6 billion in 2020 and €20.5 billion in 2021). The deficit would 

be 6.3% of GDP in 2020 and 7% of GDP in 2021 (in Budget 2021, this was 6.2% and 5.7% of GDP, respectively). These 

are over double the normal 3% deficit limit under the Stability and Growth Pact.

In the medium term, the Department of Finance in a ‘second wave’ scenario sees output largely recovering; however, 

it will remain below the no-pandemic baseline path. The trajectory of the economy will also be heavily impacted by 

Brexit. A disorderly no-deal Brexit will see output experiencing some form of permanent loss.

Debt

Government Debt is high in historical and international terms and is a risk to the public finances and the economy, 

particularly for a small open economy like Ireland. This must also be understood in the context of other challenges to 

debt sustainability such as an ageing population and that other sectors of the economy are heavily indebted including 

households, non-financial corporations and the financial sector.

General Government Debt is expected to be €218.6 billion in 2020 and €239 billion in 2021, under Budget 2021 baseline 

scenario projections, not incorporating the impact of Level 5 restrictions. The debt is expected to be 62.6% of GDP in 

2020 and 66.6% of GDP in 2021 (107.8% of GNI* and 114.7% of GNI* in 2020 and 2021 respectively). While increasing 

public debt is an appropriate fiscal policy response to mitigate the unprecedented shock to the economy, the high level 

of Government Debt constitutes a significant macro and fiscal vulnerability.

Public debt in Ireland is comparatively higher than the interquartile range of Euro Area Member State (Figure 4).1 

In other words, Ireland’s public debt is higher than a typical Euro Area country.

1 The interquartile range is the difference between the first quartile (which holds 25% of the Euro Area Member States’ debt-to-GDP values) and third 
quartile (holding75% of the Euro Area Member States’ debt-to-GDP values).
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Figure 4: Public debt – Ireland compared to Euro Area
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While decreasing, Ireland’s payments on its debt are relatively high. In 2019, Ireland’s interest payments were 

approximately 5% of government revenue, and for 2020 and 2021, interest rate payments will be approximately 

4% of government revenue. Despite the fact that the government can currently borrow at low interest rates and 

the National Treasury Management Agency has adopted a strategy of ‘locking-in’ low interest rates, it will be 

crucial to develop a clear strategy to reduce the debt burden in the medium to long-term.

Fiscal Rules

The activation of the “general escape clause” of the Stability and Growth Pact means that the fiscal rules have been 

suspended temporarily, meaning that Member States are temporarily absolved of the annual requirement to be at, 

or moving to, their Medium-Term objective or (MTO). Member States have not been given a quantitative structural 

target for 2020 and 2021.

The Government submitted the Draft Budgetary Plan 2021 to the European Commission on 15 October. The Commission 

is due to comment on it as part of European Semester process in mid-November.

The Structural Budget Balance for 2020 and 2021 based on Budget 2021 is estimated to be -4.4% and -4% respectively.2 

However, these estimates are surrounded by large uncertainty. There is a question regarding the correct treatment of 

discretionary fiscal support from the fiscal rules – whether some of the fiscal measures are classified as temporary or 

permanent. Estimates of the Structural Balance will be affected by these classifications.

2 Government of Ireland (2020) Draft Budgetary Plan 2021. P12.
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The Department of Finance have stated their intention to produce a national fiscal strategy in spring of 2021 that will 

examine how to plan for balancing the public finances, when there is more certainty around the virus trajectory and the 

economy. The PBO welcomes this proposal. It is important to identify and publish a clear fiscal policy strategy (including 

potential anchors for certain fiscal parameters) which would guide policy and ensure sustainability over time. This would 

facilitate greater budgetary oversight and scrutiny. The need for regularly updated reliable forecasts, clear fiscal policy 

and documentation that helps track/monitor the in-year position is obvious and was not provided in 2020. This may be 

understandable in the context of the pandemic but should not be repeated in 2021.

Macro-Fiscal Risks

The COVID-19 pandemic has produced a severe economic shock to Ireland. The magnitude and duration of the economic 

impact of the virus will depend on its trajectory and the success of policies to mitigate against the risks. In addition to this, 

in terms of Brexit, if there is no trade agreement between the EU and UK, this will have a negative impact on trade, supply 

chains, competitiveness and employment in the economic sectors which have the strongest links with the UK. There is 

limited overlap in the sectors exposed both to an EU-UK trade shock and the COVID-19 pandemic as illustrated in research 

by the Department of Finance and the ESRI.3 This indicated that no sector was found to be severely affected by both 

shocks; however, a small number of sectors are severely exposed to one shock and moderately exposed to the other.

However, there are also a number of other important macroeconomic risks, including the OECD’s BEPS process 

and dependency on corporation tax, ageing demographics and climate change.

a) The reliance on corporation tax receipts is an inherent risk to the public finances. Tax revenues are now very 

reliant on corporation tax receipts and are expected to reach a record of almost 21.7% of tax revenue in 2020. 

This compares to a long-term average tax share of around 14%. The strength of corporation tax receipts has 

been a key factor in terms of the overall resilience of tax receipts during the pandemic. However, a substantial 

and sudden reduction in corporation tax revenue would pose significant fiscal challenges. The OECD BEPS 

initiative could change the global corporate tax policy regime and it could have significant tax ramifications in 

Ireland. This increases the uncertainty of this tax stream as well as its potential impact on income tax receipts.

b) The ageing population will have impact on long term sustainability of public finances. With no policy change, 

ageing-related costs, such as public spending on health and pensions, will rise significantly. This will strain 

public finances, potentially increasing budget deficits and add to the debt burden. In Budget 2021, the State 

Pension qualifying age remains at age 66, following deferral of a planned pension age increase previously 

legislated for. The Government has set up a Commission on Pensions to consider future changes to the 

pension system.

c) Climate change is a risk to the economy and the public finances. There are significant financial implications 

from not meeting binding EU emissions and energy targets. In addition, transitioning an economy to being 

carbon neutral will carry significant expenditure and investment costs. In terms of revenue, revenue from 

excise, vehicle registration tax and motor tax could potentially decrease from a change in consumption patterns, 

though carbon tax may generate some revenue. In Budget 2021, carbon tax will increase by €7.50 from €26 

to €33.50 per tonne/CO2.

3 See Daly, L. and Lawless, M. (2020) “Examination of the Sectoral Overlap of Covid-19 and Brexit shocks,” ESRI Working Paper Series No. 677.
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The fiscal forecasts underpinning Budget 2021 did not account for the imposition of Level 5 restrictions in Q4 2020. 

The publication of updated forecasts would give a clearer view of the potential impact of these restrictions on the 

Exchequer Balance in Q4, and the longer-term impact through 2021.

The forecast for tax revenue in 2021 set out in Budget 2021 is €60.4 billion. This is an increase of €3.7 billion or 6.5% 

from the expected tax revenue in 2020. The bulk of tax will come from income taxes (€22.7 billion), VAT (€13.9 billion), 

Corporation Tax (€13 billion) and excise duties (€6 billion). In addition, Government departments and funds are 

expected to have income of €15.5 billion. This includes revenue from Pay Related Social Insurance and the National 

Training Fund levy.

However, on 22 October 2020, and for a planned duration of six weeks, Ireland entered Level 5 of the Plan for Living 

With COVID-19, resulting in more restrictive controls on commercial and social activity. The baseline scenario on 

which Budget 2021 was based does not account for the impact of restrictions of this magnitude.

The Economic and Fiscal Outlook published alongside the Budget suggests that the fiscal impact of a stringent 

lockdown in Q4 of this year, would be within the parameters initially set out in the spring forecasts (published as part 

of the Stability Programme Update or SPU). However, the SPU does not model the implications of a second “lockdown” 

scenario. Instead, the more pessimistic scenarios explored in the SPU assume a delayed recovery from the first set of 

restrictions (that were imposed in March). Specifically, the “Downside” and “Severe downside” scenarios modelled 

in April, assume that these initial restrictions remain in place for one additional quarter and two additional quarters 

respectively (relative to their “central” scenario), before a recovery takes hold. In addition, the SPU does not provide 

fiscal forecasts relating to these downside scenarios.

In their Fiscal Assessment Report (May 2020), the Fiscal Council model a “severe” scenario in which there is a second 

lockdown taking effect in Q4 2020. This is expected to result in €68.7 billion in general government revenue for 2020 

(compared to €84.2 billion estimated in Budget 2021), with €73.4 billion estimated for 2021 (compared to €88.7 billion 

estimated in Budget 2021).

The publication of updated official fiscal forecasts could help to fill this information gap and would facilitate greater 

budgetary oversight and scrutiny. These updated forecasts could be prepared under a broader scenario analysis and/

or presented as a range of potential estimates, to reflect the inherent uncertainty at present.

More generally, updated forecasts could be provided on a quarterly basis for the duration of the current crisis and might 

optimally follow the publication of quarterly national accounts data by the CSO.
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Costing of Tax Measures

The costing of measures introduced in Budget 2021 should be reassessed considering the recent escalation in 

administrative restrictions. The decision to adopt Level 5 restrictions nationwide will drive-up the cost of some 

measures and limit the effectiveness of others.

For example, the COVID Restrictions Support Scheme was estimated to cost €30 million for each week that the 

country is operating at Level 3 restrictions, this is likely to be substantially higher while the State is operating at Level 5. 

In addition, the reduction in the 13.5% rate of VAT to 9% for hospitality and tourism – a key stimulus measure – 

will have a limited impact if there are administrative restrictions in place that are limiting personal consumption.

In general, the costing of tax policy changes in such an uncertain economic environment is a complex task. Reflecting 

this complexity, the PBO would welcome the publication of a sensitivity or scenario analysis of the cost estimates 

underpinning Budget 2021, particularly for more substantial policy-changes. This approach would provide a range of 

potential costings for a tax policy change, rather than a point estimate, and could also capture the inherent uncertainty 

in any tax policy change that has implications for tax-payer behaviour.

To assist in the scrutiny of tax policy changes more broadly (and departmental costings of those changes), the PBO 

would also welcome the publication of additional information, including:

n Multi-annual costings for policy changes that are likely to have a longer-term impact. Currently, costings 

are only provided on a first- and full-year basis;

n Individual rather than aggregated costings, with each policy costed separately; and,

n A methodological note, detailing the approach taken to a costing and including any underlying assumptions 

used (particularly for more substantial costings).

A reassessment of the costings underpinning Budget 2021 to account for the escalation to Level 5, and the 

provision of more granular information on those costings, would facilitate greater budgetary oversight and 

scrutiny of tax policy changes.

Tax Forecasting

Forecasting tax revenue during the pandemic has proven challenging, with considerable uncertainties surrounding 

the path of the virus. Budget 2021 marks the third time that estimates of tax receipts for 2020 and 2021 have been 

revised in 12 months.4

Since the onset of the pandemic, tax revenue has consistently outperformed the Department’s “central” scenario 

forecasts (exceeding profile by 22% at end-September). As examined in previous PBO publications,5 the relatively 

strong performance of certain taxes relates to the sectoral impact of the pandemic to-date, and the distribution 

(or concentration) of receipts from certain tax-payers (and these factors should continue to cushion Exchequer 

revenue somewhat from the impact of additional restrictions through Q4).

4 Forecasts of tax revenue for 2020 and 2021 published in October 2019 (as part of Budget 2020) had anticipated a disorderly Brexit scenario. These 
were later revised in January (to reflect acceptance of the Brexit Withdrawal Agreement), before being revised further as part of the SPU in April 2020 
(to account for the onset of the COVID-19 pandemic), and more recently as part of Budget 2021.

5 Pre-Budget 2021 PBO Commentary, Parliamentary Budget Office, 30 September 2020.
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Reflecting the unprecedented nature of the current crisis, and the significant uncertainty surrounding the fiscal impact 

of this crisis, even traditionally more stable taxes (such as Income Tax and VAT) have proven difficult to predict this year. 

There are several possible explanations for this. The macroeconomic variables used to predict revenue from each tax 

(e.g. personal consumption in the case of VAT) are themselves difficult to forecast in such volatile conditions. In addition, 

the historic relationship between these macroeconomic variables and the taxes of interest (captured by the elasticity) 

may not hold during times of crisis.

As an example, if the employment impact of a crisis disproportionately affects those on the lower-end of the earnings 

distribution (who contribute relatively less in Income Tax revenue), then predicting changes to aggregate Income Tax 

revenue from changes in aggregate employment or wages, may not yield reliable estimates.

The report of the Tax Forecasting Methodological Review Group (published in December 2019) contains several 

recommendations concerning the approach to predicting tax receipts, with a view to enhancing the accuracy of forecasts. 

The PBO would welcome the publication of an update on progress made by the Department in responding to, or implementing, 

recommendations laid out in this report (see the summary of recommendations provided in Box 1 below).6

Box 1: Overview of recommendations made by Tax Forecasting Methodological Review Group

n Income tax projections were highlighted as being among the best performing with good accuracy. The 

Group noted a period of labour market expansion and commended the reliability of forecasts that were 

based on amended elasticities which, it suggested, captured compositional changes well. The group also 

recommended the continued consideration of behavioural responses in relation to tax policy changes;

n The inclusion of food, rents and other VAT exempt items were noted as concerns in relation to the 

forecasting of VAT (notwithstanding the fact that the forecasting of VAT returns have generally been 

consistent). The Group recommended the inclusion of a housing market component in future VAT forecasts 

with the possibility of dividing VAT into a housing and non-housing element;

n	The difficulty in forecasting Corporation Tax was highlighted with a recommendation that improvements 

are needed to provide a more stable forecasts. The impact of BEPS, credits, allowances and losses were 

suggested as contributory factors in the difficulty in forecasting Corporation Tax. The ongoing work in 

relation to exploiting data-driven estimates of elasticities and how taxable income is distributed merited 

attention, with recommendations regarding the use of a higher elasticity and the continued use of gross 

operating surplus as the best-in-class performance macro-driver;

n The Group recommended a more disaggregated forecast in assessing Excise Duties focusing on alcohol, 

fuels and tobacco as sub-components;

n The Group recommended the continued development of forecasting methodologies by the Department, 

to enhance outcomes and suggested a formalised aggregative tax forecast to accompany the disaggregated 

approach. An explanation of any differences between the two approaches should also be explained.

6 Tax Forecasting Methodological Review 2019, 16 December 2019.
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Overall, Exchequer Spending in 2021 is expected to be €97 billion. This spending is illustrated in Figure 5 and is 

made up of:

n Voted Spending of €87.8 billion, comprised of:

l €72.2 billion in allocated voted current spending;

l €10 billion in allocated voted capital spending;

l €5.5 billion in un-allocated voted spending can also be allocated as challenges arise from the COVID-19 

pandemic and in the advent of no post-Brexit trade agreement with the United Kingdom;

l €0.05 billion provision for a Shared Island Fund; and

l €0.05 billion reserve for allocation to capital investment if required in 2021.

n Non-Voted Spending of €9.2 billion, comprised up of:7

l €8 billion in non-voted current spending; and

l €1.2 billion in non-voted capital spending.

Figure 5: Projected Exchequer Spending in 2021
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Source: PBO based on Department of Finance, Budget 2021: Economic & Fiscal Outlook (October 2020) Table 8 p.29; 
and Expenditure Report 2021 (13 October 2020) p.7.

7 Department of Finance, Budget 2021: Economic & Fiscal Outlook (October 2020) Table 8 p.29.
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The primary role of the Dáil in relation to the scrutiny and approval of Exchequer spending relates to Voted spending 

as set out in this PBO infographic.

The Expenditure Report 2021 (p.36) states that total gross voted spending will be €87,076 million in 2020. However, 

the Expenditure Report 2021 sets out total gross spending for 2020 for the 45 Departments, offices and agencies 

(known as Votes) covered by voted spending at €84,673 million (p.177). This apparent discrepancy is explained by:8

 Further Revised Estimates/Supplementary Estimates reflecting the allocation of this estimated expenditure 

of €2.4 billion, and reflecting any transfers of functions, will be presented to Dáil Éireann in the coming weeks.

The Expenditure Report 2021 (p.7) sets out gross voted spending of €84,414 million for 2021, with an additional 

€3.4 billion provided for in the Recovery Fund, totalling €87.814 million. Provisionally, this means spending in 2021 

is expected to reach approximately €738 million above 2020 levels. However, the introduction of Level 5 public health 

measures for a 6-week period, decided after the Budget, is likely to increase spending in 2020.

The changes in allocations between 2020 and 2021 remain uncertain as a number of Further Revised Estimates and 

the Supplementary Estimates are yet to come before the Dáil. As of the time of writing, a Revised Estimate has not yet 

been approved for Vote 29 – Environment, Climate and Communications. Another issue yet to be resolved in 2020 is 

the allocation of spending between Vote 37 Social Protection and the Social Insurance Fund (SIF).

Developments in Voted Spending 2019-2021

Prior to the pandemic, gross voted spending was expected to grow in 2020 – by about €2.1 billion for current spending 

(3.5%) and €1 billion for capital spending (14.5%). By comparison, an additional allocation of €3.8 billion in core current 

spending was announced in Budget 2021. The National Development Plan (NDP) had budgeted an increase of €1 billion 

in 2021 – an additional €600 million is now to be made available.9 Therefore, the core voted spending for 2021 is 

€75.8 billion – current €66 billion (+6%) and capital €9.8 billion (+20%).

Figure 6 illustrates developments in Voted spending for the period 2019-2021. Specifically, it illustrates:

n Pre-pandemic, Voted spending for 2020 was projected to reach just over €70 billion;

n Voted spending in 2020 is provisionally projected to reach over €87 billion; and

n Voted spending for 2021 is projected to reach almost €88 billion, €5.6 billion of which forms ‘Additional 

resources’ which are not allocated to specific Votes. These ‘Additional resources’ are comprised of the Shared 

Island Fund, Contingency Reserve, Recovery Fund and Unallocated Capital.

8 Expenditure Report 2021 (13 October 2020) p.175.

9 It has been reported that the Government intends to approve a new review of National Development Plan to include a new 10-year timeline for key 
major projects. ‘National Development Plan set for review and new 10-year timeframe’ (The Irish Times, 28 October 2020).
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Figure 6: Developments in Gross Voted Exchequer Spending 2019-2021
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Source: PBO based on DPER, ‘Databank’ (2020); Revised Estimates for Public Services 2020 (December 2019); 
and Expenditure Report 2021 (13 October 2020).

Note: A Revised Estimate has not yet been approved for Vote 29 – Environment, Climate and Communications.

Note: The Contingency Reserve for 2021, while not allocated, is associated in the Expenditure Report (p.175) with 
Education, Higher Education, Health, Social Protection and Housing. The Recovery Fund’s future allocation is stated 
only as being to support the economy.

Spending in 2020 is likely to increase due to the modified level 5 restrictions of the Plan for Living with COVID imposed 

from 22 October for a duration of 6 weeks.10 The move to level 5 was projected to increase weekly spending on the 

Pandemic Unemployment Payment (PUP) by €47 million.11

Level 5 provides for a broader definition of ‘essential worker’ than during nationwide restrictions imposed earlier 

in 2020 – meaning weekly spending on income and employment supports should not reach levels seen earlier in 2020. 

The PUP is now funded by the Social Insurance Fund (SIF) and would not require additional funding to be allocated 

by way of a Supplementary Estimate.

10 Department of the Taoiseach, ‘Ireland placed on Level 5 of the Plan for Living with COVID-19’ (20 October 2020).

11 Department of Public Expenditure and Reform, Budget 2021: Forecasting Jobseeker Numbers & Expenditure 2021 (October 2020) p.26.
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The Budget 2021 Expenditure Report 2021 (p.7, p.37) describes gross spending of €87,814 million in 2021. 

This is illustrated in Figure 7 and encompasses:

I. Allocated Funding of €82,214 million:

n Core Voted Expenditure of €75,777 million, comprising:

l Current: €66,042 million; and

l Capital: €9,685 million.

n COVID-19 Spending: €6,387 million; and

n Brexit spending €100 million.

II. Unallocated funding of €5,600 million:

n Shared Island Fund €50 million;

n Unallocated capital €50 million;

n Contingency Reserve €2,100 million; and

n Recovery Fund €3,400 million.

Figure 7: Composition of Spending in 2021

Gross Voted Current Expenditure (Core)

COVID-19 Expenditure
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Source: PBO based on Expenditure Report 2021 (13 October 2020) p.7 & p.37.

As €5.6 billion has not yet been allocated to specific Votes (Shared Island Fund, Contingency Reserve, Recovery Fund 

and Unallocated Capital) Part III of the Expenditure Report 2021, Estimates for Public Services, reflects just over 93.6% 

of total voted spending currently projected for 2021.

A PBO infographic shows the allocations for 2021 (along with revenue estimates for the year).

Po
st

-B
u

dg
et

 2
02

1 
PB

O
 C

om
m

en
ta

ry

Post-Budget 2021 PBO Commentary

19

http://budget.gov.ie/Budgets/2021/Documents/Budget/Expenditure%20Report%202021.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2020/2020-10-16_budget-2021-where-is-the-money-coming-from_en.pdf


The COVID-19 Pandemic and Spending (Voted & Non-Voted)

The COVID-19 pandemic has had a significant impact on spending in 2020, driving increases across many areas. 

However, these increases have been concentrated in:

n Health;

n Employment and unemployment supports; and

n Business & enterprise supports.

Overall, €16.5 billion in spending in 2020 is attributable to the pandemic. The response to the pandemic has been the 

subject of numerous PBO publications – as set out in the PBO’s Pre-Budget 2021 PBO Commentary (30 September 2020, 

p.32). In 2021, €6.4 billion in COVID-19 related spending has been allocated with a further €2.1 billion set aside in a 

COVID Contingency Reserve and €3.4 billion in the Recovery Fund.

Pandemic spending should be clearly tracked, subject to performance measurement and included within the IGEES 

Spending Review process. If not, the use of voted monies, approved by Dáil Éireann, may be sub-optimal. In particular, 

the absence of (or poor quality) performance information increases the risk that inefficient spending will occur and limits 

the ability of Parliament (or others) to scrutinise it in a timely and useful way.

Employment and Pay Spending in Central Government

The Budgetary process allocates funding to public sector bodies that are generally departments and agencies which 

comprise the general government sector.12 However, the staffing and pay encompassed within the Estimates for Public 

Services relate to Central Government (this excludes local government staffing and pay costs). Budget 2021 provides for:

n Gross pay spending of almost €21.79 billion to support total employment of 336,762 public sector employees; 

and

n Increases over projected levels for 2020 (pre-pandemic) of almost €2.06 billion (10.4%) and 21,797 employees 

(6.9%) respectively.

The growth in employment in the public sector represents a long-term commitment of public finances and should 

therefore be underpinned by a strong rationale such as projections of long-term service demand (as may arise from 

demographic pressures). However, the PBO recognises that the size of the public sector also represents a desire to 

provide a range of high-quality public services.

12 CSO, Register of Public Sector Bodies: Ireland 2019 (April 2020).
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Increasing the size of the public service should result in an increase in either or both:

n The range of public services delivered; and

n The quality (or the efficiency) of services delivered.

In 2021 some of the increase in public sector employment relates to the range of public services delivered – this is due 

to the recruitment of a testing and tracing workforce which it may not have been practical to outsource to the private 

sector.13 Increases in health sector staffing, if achieved, could potentially result in an increase in both the range and 

quality of public services delivered.

The reduction in the primary level staffing schedule by 1 point to 25:1 (Expenditure Report 2021, p.11) is presumably 

intended to impact on the quality of education delivered.14 The Irish Government Economic and Evaluation Service 

(IGEES) do not appear to have conducted an analysis of the impact of changes to the staffing schedule. The Minister 

for Education, in response to a Parliamentary Question on 15 October, stated that “This measure will help ensure better 

teacher retention in primary schools while also ensuring that less pupils are required to retain or recruit a teacher.”15 

No evidence has been explicitly presented with Budget 2021 that explains, from the point of view of improving the 

quality of education outcomes, the rationale for a reduction to the staffing schedule or what such a reduction is 

expected to achieve.

Figure 8 illustrates that, compared to pre-pandemic projections of employment for 2020, a net increase in staffing 

levels of 21,797 is expected in 2021. It also illustrates that there were significant decreases in staffing on a Vote-by-Vote 

basis (specifically in Education and Transport). However, these reductions in staffing largely reflect the redistribution 

of responsibilities to other Votes. Specifically, the reductions in Education and Transport relates to transfers to the 

Department of Further and Higher Education, Research, Innovation and Science and to the Department of Tourism, 

Culture, Arts, Gaeltacht, Sport and Media respectively. Figure 8 illustrates that apparent reductions at individual Vote 

level (of approximately 23,000) are offset by increases of almost 45,000 in other Votes.

13 The PBO is of the understanding that the testing and tracing workforce are employed under specified purpose contracts and therefore may not 
represent a long-term commitment of Exchequer monies.

14 The impact of class size and ratios of teachers to students has not been definitively established by the literature; however, child-staff ratios may be 
less important to the quality of educational outcomes than other factors. See OECD, Engaging Young Children: Lessons from Research about Quality 
in Early Childhood Education and Care (2018) p.85.

15 PQ 195.
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Figure 8: Exchequer Funded Public Sector Employment in 2021 compared to pre-pandemic 
projections of 2020 employment
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Source: PBO based on Revised Estimates for Public Services 2020 (December 2019) and Expenditure Report 2021 
(13 October 2020).

The Expenditure Report 2021 provides for an increase to 2020 pay spending of approximately €550 million. The 2021 

pay bill is almost €21.8 billion – an increase of more than €2 billion on pre-pandemic projections for 2020, or over 

€1.5 billion on the revised 2020 pay costs set out in the Expenditure Report. Increases in public sector numbers are 

not fully reflected in the pay bill for the first year in which the recruitment occurs.

In 2020:

n Staffing levels are 4,247 (1.3%) greater than the pre-pandemic projections; and

n Gross pay is approximately €549.5 million (2.8%) greater than pre-pandemic projections.

In 2021:

n Staffing levels are 21,797 (6.9%) greater than the pre-pandemic projection for 2020; and

n Gross pay is almost €2.06 billion (10.4%) greater than pre-pandemic projections for 2020.

Brexit has been, and remains, a significant driver of increasing public sector employment. Budget 2021 announced 

that a total of €340 million would be spent on Brexit supports next year which includes funding for 500 extra staff – 

bringing the total staffing provision for this policy to 1,500.16

16 ‘Statement of the Minister for Public Expenditure and Reform, Michael McGrath TD’ (13 October 2020) pp.5-6.
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Box 2: What’s next for public sector pay?

The General Secretary of Fórsa (the largest public service trade union), Kevin Callinan, has outlined that 

a successor agreement to the Public Service Stability Agreement (PSSA) may not be agreed before 2021.17

The form of any new agreement is also uncertain. Fórsa have outlined that stability and certainty “are at a 

higher premium than usual”. This is likely to be a position shared by Government and the Department of Public 

Expenditure and Reform (DPER). Fórsa also indicate that additional working hours introduced under the 2013 

Haddington Road Agreement remains a priority for the union.

The statements from Fórsa indicate that its preference is for a broad agreement rather than seeking specific 

agreements on an employer by employer basis. They also indicate that their focus is not specifically on seeking 

pay increases. Instead, referrals to certainty and stability may indicate prioritisation of the retention of the 

restoration of pay secured under the PSSA. Additionally, reversion to pre-Haddington Road Agreement working 

hours would constitute a de facto pay increase for workers. The Haddington Road Agreement increased working 

hours for certain grades.18 A reduction in working hours may drive a need for additional staffing to ensure that 

service delivery is maintained at existing levels of quality and speed. However, it should not be assumed that the 

increased working hours lead, in all cases, to commensurate increases in productivity.

Separately, in some sectors, trade unions still intend to pursue some pay related claims. ASTI members have 

indicated a willingness to pursue industrial (up to and including strike action) action if, amongst others, equal 

pay for post-2010 teachers was not introduced by 30th October 2020.19

Wage Subsidy Schemes 

The OECD notes that the immediate response to the COVID-19 crisis by governments was to assist firms and workers 

to deal with reductions in business activity (and the associated impacts of this) arising from government-imposed 

restrictions designed to slow or halt the spread of the virus.20

On Budget day it was stated that the Department of Finance had begun the process of applying for EU funding 

towards its costs – this funding would consist of loans21 from the European Instrument for temporary Support to 

mitigate Unemployment Risks in an Emergency – SURE.

17 Fórsa, ‘‘No basis for public service pay negotiation’ – Fórsa’ (22 October 2020).

18 Public Service Stability Agreement 2013 – 2016: The Haddington Road Agreement (May 2013) p.47.

19 ASTI, ‘‘Key Covid issues in schools must be addressed’: ASTI secures mandate for industrial action’ (28 October 2020).

20 OECD, ‘Job retention schemes during the COVID-19 lockdown and beyond’ (03 August 2020).

21 “Loans provided to Member States under the SURE instrument are underpinned by a system of voluntary guarantees from Member States. Each 
Member State’s contribution to the overall amount of the guarantee corresponds to its relative share in the total gross national income (GNI) of the 
European Union, based on the 2020 EU budget.”

 Source: European Commission, ‘SURE: The European instrument for temporary Support to mitigate Unemployment Risks in an Emergency (SURE)’ 
(Accessed 23 October 2020).
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The amount mentioned on Budget day was €2.5 billion and it was claimed that this “funding will help to diversify 

sources of financing for the Exchequer over the coming period.”22 At present, the European Commission has proposed to 

grant financial support of €87.8 billion to seventeen Member States under SURE – Ireland is not one of those seventeen.

A commitment was also given that, while the Employment Wage Subsidy Scheme (EWSS) is set to expire on 31 March 

2021, that a similar scheme would be required in place until end-2021.23 Wage subsidy schemes are therefore expected 

to continue to form a core element of the Government’s strategy to counter the economic impact of the pandemic. Their 

speedy implementation likely had positive impacts including by reducing uncertainty and supporting aggregate 

consumption.24 Further, Keenan and Lydon (2020) have argued that:25

 [M]aintaining a flexible approach that prioritises income and liquidity supports is the right thing to do. 

In the longer-run, however, it is important for taxpayers, business owners and employees that firms can 

ultimately stand on their own, without State supports.

Keenan and Lydon (2020, pp.10-11) also observe that reform of the wage subsidy schemes could be beneficial – as 

the current design of the EWSS may advantage firms which adapted less well to the pandemic than their peers. In this 

context they suggest that tapered supports may ensure that firms that adapted more successfully and therefore have 

not benefitted from wage subsidies are not disadvantaged. They observe that the additional cost from such a change 

may be justified by contributing to job retention in the most productive and viable firms. Likewise, the OECD suggests 

that in the post-confinement phase, job retention schemes should be revised to more accurately target jobs that are 

likely to return to viability. Specifically, the OECD states that:26

 [P]olicy makers have to strike the right balance between ensuring adequate support for jobs that are temporarily 

unviable and limiting the extent to which subsidies reach jobs that would be preserved anyway or that are 

unviable in the long term.27

The future of wage subsidy schemes in Ireland is unclear as yet; however, the successor scheme to the EWSS as 

announced in the Budget should deliver a more targeted support.

Delivering Policy Interventions Effectively and Efficiently

In response to the COVID-19 pandemic the Government has initiated a wide range of interventions designed to mitigate 

the economic impact of the pandemic. Focussing on the most significant interventions in terms of cost – these have 

aimed to maintain the viability of enterprises and to maintain consumer activity through specific and relatively 

significant income and employment supports.

22 ‘Budget 2021 Statement of the Minister for Finance’ (13 October 2020) p.12.

23 ‘Budget 2021 Statement of the Minister for Finance’ (13 October 2020) p.13.

24 OECD, ‘Job retention schemes during the COVID-19 lockdown and beyond’ (03 August 2020).

25 Enda Keenan, and Reamonn Lydon, ‘Wage subsidies and job retention’ (2020) Central bank of Ireland: Economic Letters 2020 11.

26 OECD, ‘Job retention schemes during the COVID-19 lockdown and beyond’ (03 August 2020).

27 OECD, ‘Job retention schemes during the COVID-19 lockdown and beyond’ (03 August 2020).
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https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/financial-assistance-eu/funding-mechanisms-and-facilities/sure_en
http://www.budget.gov.ie/Budgets/2021/Documents/Budget/Budget%202021_budget%20speech_DFinance.pdf
http://www.oecd.org/coronavirus/policy-responses/job-retention-schemes-during-the-covid-19-lockdown-and-beyond-0853ba1d/
https://centralbank.ie/docs/default-source/publications/economic-letters/vol-2020-no.11-wage-subsidies-and-job-retention-keenan-and-lydon.pdf?sfvrsn=23
http://www.oecd.org/coronavirus/policy-responses/job-retention-schemes-during-the-covid-19-lockdown-and-beyond-0853ba1d/
http://www.oecd.org/coronavirus/policy-responses/job-retention-schemes-during-the-covid-19-lockdown-and-beyond-0853ba1d/


The merit of maintaining higher levels of payment for pandemic related job losses (or for workers furloughed as a result 

of public health restrictions) seems well-based i.e. this spending can be assumed to be primarily spent domestically, 

may prevent an adverse spiral of effects such as inability to pay bills, resulting in unsustainable personal/household 

debt, and potential consequences on housing status, etc.

However, the Governor of the Central Bank of Ireland, Mr Gabriel Makhlouf recently advised the Minister for Finance, 

Paschal Donohoe TD, that the logic underpinning various enterprise supports may be challenged depending on the 

course of the pandemic. Mr Makhlouf notes that:28

 [M]ore difficult decisions may need to be made about the balance between company closures and further fiscal 

outlay to support their survival. It is not in the community’s interest that it supports loss-making enterprises.

In the absence of certainty in relation to when, or if, a readily available and effective29 COVID-19 vaccine will be available, 

it seems prudent to assume that the pandemic will feature in the medium-to-long term and as such it is necessary to 

consider that the pandemic may result in some enterprises becoming unviable. If viability was undermined solely or 

primarily by the pandemic, then targeted supports should be designed to enable entrepreneurs to establish (or 

re-establish) these businesses post-COVID. As noted by the Governor of the Central Bank:30

 Undoubtedly some enterprises entered the Covid-19 shock with unsustainable business models and during 

a typical downturn the closure of such companies can be seen as part of the overall process of economic 

restructuring and dynamism.

Forward planning can help ensure that Exchequer spending can be targeted in future and directed to enterprises or 

sectors that can illustrate viability notwithstanding the pandemic, or those that are likely to be viable post-pandemic. 

Existing approaches can be leveraged as economic activity recovers or as the country enters a post-pandemic scenario, 

these may include Enterprise Ireland’s supports to assist High Potential Start Ups (HPSUs). The longer the duration of 

the pandemic the greater the focus will need to be on supporting new enterprises rather than supports providing a 

lifeline to struggling and, in some cases, unviable enterprises.

The approach favoured by Government in Budget 2021 is highlighted by the decision to announce a new scheme – 

the Covid Restrictions Support Scheme (CRSS) – which will operate until end-March when Level 3 or higher restrictions 

are in place and which will provide cash payments subject to a maximum weekly payment of €5,000 based on 2019 

average turnover. This scheme reflects the pre-pandemic viability of businesses, with larger payments for businesses 

with greater turnover pre-pandemic.

However, schemes which do not focus on the ongoing viability of businesses during the pandemic or following the 

pandemic may prove inefficient. This scheme will conclude approximately one year after the pandemic striking Ireland 

– at that stage it may be necessary to reflect on the purpose, efficacy, and efficiency of supports provided.

28 Mr Gabriel Makhlouf, ‘Letter to Minister for Finance Mr Paschal Donohoe TD’ (03 September 2020).

29 As viruses naturally mutate and as this is a process which cannot be predicted the implications of future COVID-19 mutations for vaccination 
programmes is uncertain. See ‘Coronavirus continuing to mutate, study finds, as US cases rise’ (The Irish Times, 25 September 2020).

30 See footnote 28.
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https://www.centralbank.ie/docs/default-source/publications/correspondence/dept-of-finance-correspondence/3-september-2020-pre-budget-letter-to-minister-for-finance-paschal-donohoe.pdf?sfvrsn=6
https://www.irishtimes.com/news/world/coronavirus-continuing-to-mutate-study-finds-as-us-cases-rise-1.4364416


Brexit

As with Budget 2020, the decision has been made to frame the 2021 allocations on the assumption that no future 

trading agreement will be reached with the UK between now and 1 January 2021 and Ireland, as a Member State of 

the EU, will commence trading under WTO rules from that date forward.

The approach taken in Budget 2021 has been to establish a Recovery Fund with an allocation of €3.4 billion in voted 

monies. The Recovery Fund is intended to mitigate the impact of both a disorderly Brexit and the ongoing effect of 

the COVID-19 pandemic. These funds have not yet been allocated to specific Votes.

Given the uncertain nature of the negotiations and the unpredictable outcome which may come to pass, Budget 

2021 allocates only an additional €100 million, across a number of Departments and agencies. When aggregated with 

measures announced in previous budgets for ‘Brexit preparedness measures’ – such as assisting industry’s access to 

new markets outside of the UK, and the staffing and facilities required for regulatory checks – the Department of Public 

Expenditure and Reform envisages €350 million in direct spending in 2021.

The €100 million announced in Budget 2021 is split between current and capital spending €54 million and €46 million, 

respectively. The current spending is allocated to the Department of Agriculture (€25 million, including Bord Bia), the 

Office of the Revenue Commissioners (€14 million), Health (€5 million), and Foreign Affairs (€10 million). The capital 

allocation is split across Enterprise, Trade & Employment (€26 million, Local Enterprise Offices and Enterprise Ireland), 

Agriculture (€4 million), and the Office of the Revenue Commissioners (€16 million). 

Box 3: EU Support in Relation to Brexit

The conclusions adopted by the European Council on 21 July 2020 committed €5 billion in funding for a new 

special Brexit Adjustment Reserve to be established to “counter unforeseen and adverse consequences in Member 

States and sectors that are worst affected”.31

Addressing Dáil Éireann following his attendance at the European Council, An Taoiseach, Micheál Martin TD, stated 

that the Government would “work hard to ensure that a significant portion will be available to support Ireland and 

Irish enterprises.”32 The European Commission was invited to present a proposal in relation to the Brexit 

Adjustment Reserve in November 2020.33

A recent ESRI paper concluded that there is little overlap in the sectors directly affected by Brexit or the pandemic; 

even when supply chain linkages are a factor.34 However, the indirect impacts of Brexit and the pandemic (for example 

on household behaviour) may combine to create a more adverse environment for some sectors.

31 European Council, ‘Special meeting of the European Council (17, 18, 19, 20and 21July2020) – Conclusions’ (21 July 2020) A.26 p.8.

32 An Taoiseach Micheál Martin TD, ‘Post-European Council Meetings: Statements’ (22 July 2020).

33 The Institute of International and European Affairs, Brexit Brief Issue 92A (29 July 2020).

34 Luke Daly, Martina Lawless, ‘Examination of the sectoral overlap of COVID-19 and Brexit shocks’ (2020) Working Paper No. 677 September 2020 p.26.
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https://www.consilium.europa.eu/media/45109/210720-euco-final-conclusions-en.pdf
https://www.consilium.europa.eu/media/45109/210720-euco-final-conclusions-en.pdf
https://www.oireachtas.ie/en/debates/debate/dail/2020-07-22/26/
https://www.iiea.com/wp-content/uploads/2020/07/BrexitBrief_92A.pdf
https://www.esri.ie/publications/examination-of-the-sectoral-overlap-of-covid-19-and-brexit-shocks


Capital Expenditure

Budget 2021 has seen the largest ever gross voted capital spending allocation of €9,735 million, exceeding the original 

anticipated allocation for 2021 of €9,052 million by €683 million. This spending relates to the core expenditure ceilings 

of the Vote Groups and does not take into account a further €336 million in COVID-19 and Brexit capital spending, 

which brings the estimated total for 2021 to €10,071 million.

Table 3 sets out the increase or decrease in some of the larger Vote Groups in Budget 2021, against the estimates for 

2020 set out in the Pre-Budget Expenditure Update 2020. Spending increases in Housing, Environment, and Transport 

are in line with policy objectives set out in the Programme for Government.

Table 3: Capital Spending in Selected Vote Groups

Vote Group PBEU 2020 
(millions)

Budget 2021 
(millions)

Change 
(millions)

Environment, Climate and Communications €377 €617 €240

Further and Higher Education, Research, 
Innovation and Science

€174 €266 €92

Transport €1,981 €2,475 €494

Tourism, Culture, Arts, Gaeltacht, Sport and Media €169 €172 €3

Housing, Local Government and Heritage €2,350 €2,766 €416

Defence €113 €131 €18

Enterprise, Trade and Employment €1,549 €642 -€907

Health €1,074 €880 -€194

Source: PBO, based on Department of Public Expenditure and Reform, Pre-Budget Expenditure Update 2020 
(October 2020); and Expenditure Report 2021 (13 October 2020).

It remains to be seen to what extent the Recovery Fund, if required to be used, is split between capital and current 

spending, particularly given the allocation of grant funding (classed as capital expenditure) from Vote 32, Enterprise, 

Trade & Employment.
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https://assets.gov.ie/89991/fa3a0ada-5dd8-4002-af26-a14f88ea59de.pdf
http://budget.gov.ie/Budgets/2021/Documents/Budget/Expenditure%20Report%202021.pdf


Appropriations-in-Aid (A-in-A) are certain receipts arising in the course of a Department’s or Office’s activities which may 

be retained by the Vote to meet expenditure instead of being paid directly into the Exchequer. This revenue is offset 

against gross expenditure and therefore affects the net funding sought from the Dáil in the Estimates process.

Figure 9: SIF and NTF income and Appropriations-in-Aid 2019-2021
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Source: PBO based on Revised Estimates for Public Services 2020 (December 2019) and Expenditure Report 2021 
(13 October 2020).

The Expenditure Report 2021 provides details of projected income and expenditure of both the National Training 

Fund (NTF) and the Social Insurance Fund (SIF). These funds have projected income for 2021 of approximately 

€802 million and €11.4 billion respectively (almost €12.23 billion). Income to the SIF and the NTF act like A-in-As for 

the Funds with surplus income saved for future use. Figure 9 shows a large fall in income from these sources in 2020 

compared to what had been expected.

The revised projection for 2020 reflects an increase in A-in-As (excluding SIF and NTF) of almost €23 million (0.9%) 

compared to the pre-pandemic projections. A-in-As (excluding SIF and NTF) are projected to undergo a sizeable increase 

in 2021 of almost €221.4 million (8.4%) over the revised 2020 levels. Income to the SIF and NTF in 2021 is expected to 

be similar to 2019 levels.

The way in which NTF and SIF income is presented in the Budget Expenditure Report should be revised to provide the 

same level of detail as set out in the Revised Estimates for Public Services. The current approach does not specify the 

A-in-A element of Funds’ income.
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https://assets.gov.ie/45297/f9e861cb7e894a03841058f4b36775f7.pdf
http://budget.gov.ie/Budgets/2021/Documents/Budget/Expenditure%20Report%202021.pdf


Performance Metrics and COVID Spending

The pandemic has presented a sudden and dramatic shock to the budgetary process in 2020. Urgent interventions 

were required in a range of areas to limit the impact of the pandemic on public health and the economy, with the 

OECD noting that:35

 During the early stages of the COVID-19 pandemic, parliamentary oversight came under stress on several 

fronts. This policy brief describes the main challenges during this time: (1) the operations of legislatures were 

threatened by health and safety concerns, and (2) governments asked legislatures to accommodate swift policy 

action, either through faster budget procedures or by improvising new ones.

It is now necessary to ensure that these policies and schemes are clearly identifiable within the Estimates as being 

a response to the pandemic and that they be subject to the same scrutiny in relation to spending and performance 

as other voted spending.36

New pandemic policies and schemes have been implemented, and it is important that the focus shift to ensuring 

that these are operating effectively and efficiently i.e. that they achieve their intended aims and do so in a 

cost-effective manner. This may enable schemes to be targeted more effectively.

As already observed in the section addressing wage subsidy schemes, the more effective targeting of schemes 

could result in increased costs; however, this additional spending may be justified by the positive impacts of more 

effective scheme design and implementation. The PBO notes there are opportunities to learn from approaches taken 

internationally e.g. other countries also introduced wage subsidy schemes. Reforms implemented elsewhere can 

therefore inform the Irish approach.37

Additional spending should be accompanied with some form of performance metrics in order to establish clarity as to 

what is being provided from these additional allocations. While new subheads which relate to COVID specific allocations 

enable measurement of the financial cost of pandemic have been added, they are opaque in terms of what is provided 

by the spending.

Table 4 illustrates that three COVID specific subheads were introduced to Vote 38 (Health) in the Revised Estimates 

for Public Services (June 2020) encompassing €1,997 million in spending. This spending was not accompanied by 

performance metrics and existing metrics were not revised in light of COVID.

35 OECD, ‘Legislative budget oversight of emergency responses: Experiences during the coronavirus (COVID 19) pandemic’ (September 2020).

36 See PBO, Performance Information and the Revised Estimates for Public Services (November 2018).

37 See Table 1 OECD, ‘Job retention schemes during the COVID-19 lockdown and beyond’ (03 August 2020).

Po
st

-B
u

dg
et

 2
02

1 
PB

O
 C

om
m

en
ta

ry

29

Post-Budget 2021 PBO Commentary

The Budgetary Process

http://www.oecd.org/coronavirus/policy-responses/legislative-budget-oversight-of-emergency-responses-experiences-during-the-coronavirus-covid-19-pandemic-ba4f2ab5/
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-11-21_performance-information-and-the-revised-estimates-for-public-services_en.pdf
http://www.oecd.org/coronavirus/policy-responses/job-retention-schemes-during-the-covid-19-lockdown-and-beyond-0853ba1d/


As of the Expenditure Report 2021 there are now five COVID related subheads which provide for €1,881 million of 

spending. This provides considerable clarity as to funding that is strictly pandemic related; however, it is unclear what 

these large sums are being allocated to specifically. The Expenditure Report contains no specifically pandemic-related 

performance information for any Vote. The Government will have an opportunity to address this in the Revised 

Estimates for Public Services 2021 which are due for publication in mid-December.

Table 4: Pandemic Spending on Health 2020-2021

Subhead € millions

2020  
Allocation

2020 Allocation 
(Revised)

2021  
Allocation

B.4  Research COVID Actions N/A Nil Nil

E.5  Agency COVID Actions N/A Nil 35

J.2  HSE COVID-19 Actions 1,666.688 1,666.688 1,706

L.2  Primary Care Reimbursement Services 
COVID-19 Actions

110.35 110.35 10

M.4  Capital COVID-19 Actions (Inc ICT) 220 220 130

Source: PBO based on Revised Estimates for Public Services (June 2020); and Expenditure Report 2021 
(13 October 2020).

The sudden impact of the pandemic will understandably have created challenges for the standard budgetary processes 

and the preparation of budgetary data and publications. As outlined above there is a lack of clarity as to:

n What pandemic funding is being spent on; and

n What outputs are expected to be produced by that spending.

However, it is important to note that, beyond the in-year implications of the pandemic on the budgetary process, 

there have been other broader impacts. Multi-annual expenditure ceilings have been abandoned due to the high levels 

of uncertainty at present. These should be reintroduced as soon as possible as they place spending in context and guide 

longer term spending plans. Ultimately, these ceiling may be amended, serving only as a soft constraint on Government 

increasing spending if required.

In the aftermath of the unprecedented impact of the pandemic, priority must be given to ensure that resources are 

allocated in a transparent manner, subject to measures of performance, that fit within a longer-term framework for 

Exchequer spending.
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https://assets.gov.ie/77818/7989eae3-f4a5-4203-a0c2-4c421988b98f.pdf
http://budget.gov.ie/Budgets/2021/Documents/Budget/Expenditure%20Report%202021.pdf


IGEES Spending Review

The year 2020 is the beginning of a new 3-year cycle of the Spending Review process. The PBEU 2020 (p.31) describes 

its purpose now as being:

 [T]o provide a key platform enabling evidence informed policy making. It does this by facilitating the critical 

assessment, on a rolling basis, of expenditure programmes.

The Spending Review papers produced by the Irish Government Economic and Evaluation Service (IGEES) are a key 

resource for parliamentary scrutiny and are intended to feed into the budgetary planning process.38 In relation to the 

last Spending Review cycle, the PBEU 2020 (p.25) states that:

 It was found that over a third of papers informed broader policy discussions with a further 20 per cent 

informing broader policy decisions. In the context of the Budget, 26 per cent of papers either informed 

estimates negotiations or budgetary decision making.

Therefore, only an undefined sub-set of a quarter of the papers fed into budgetary decision-making.

The independent review of the Spending Review process undertaken by Professor John O’Hagan of Trinity College Dublin 

has not been published. It is stated (p.27), however, that this informed internal discussions and that as a result one of 

the areas for further development identified was “Enhancing communication with decision makers”. The PBO assumes, 

in that context, that this Spending Review cycle will in future be published in a format that makes them accessible to, 

and useful for, parliamentary scrutiny of the Voted monies provided by Dáil Éireann for public services.

The PBO scrutinised the previous Spending Review cycle (2017-2019) on several occasions. Some of the recommendations 

made by the PBO, in the context of the future of the Spending Review, were that each paper should:39

n Clarify the amount of expenditure being reviewed;

n Provide clarity as to the purpose of the paper vis-à-vis the Budget;

n Establish whether the policy area had been effective and had made efficient use of resources; and

n Recommend actions including re-allocation of funding.

The first tranche of SR 2020 papers were published on 6 October along with the PBEU 2020. These were re-published 

along with a second tranche on budget day (13 October). Acknowledging the work involved in the production of 

Spending Review Papers the PBO’s view is that to date, insufficient attention has been given to publications that 

would contribute to enhancing the efficiency or effectiveness of schemes in the context of the pandemic.

38 See PBO infographic here explaining their role.

39 See PBO Publication 48 of 2019, The future of the Government’s Spending Review: A parliamentary scrutiny perspective (p.2).
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https://www.gov.ie/en/collection/daf0c-spending-review-papers-2020/
http://budget.gov.ie/Budgets/2021/2021.aspx
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2020/2020-05-14_oireachtas-committees-scrutiny-of-the-spending-set-out-in-the-estimates-for-public-services_en.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2019/2019-09-12_the-future-of-the-government-s-spending-review-a-parliamentary-scrutiny-perspective_en.pdf
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