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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.

Ensuring Medium-Term Fiscal Sustainability
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Introduction
Ensuring the State’s fiscal sustainability has been especially important in the wake of 
the 2008 global financial crisis. Following this economic crash, new fiscal rules were 
implemented alongside newly created fiscal institutions. The intent was to increase 
transparency and accountability to help prevent and mitigate future crises. Ahead of 
Budget 2022, this note presents to Members information and analysis of the key risks 
to the sustainability of the public finances in the medium-term.

Analysing the medium-term sustainability of Ireland’s public finances is important as it 
gives insights into the future risks facing the State and allows for prudent preparation. 
To facilitate budgetary planning, a government must prepare the continuous 
strategic forecasting of future revenues and liabilities, socio-economic trends and 
environmental factors. 

 Key Messages
 y While Ireland’s circumstances currently appear comparatively sound in terms of 

fiscal sustainability, the high level of public debt represents a key vulnerability and 
limits the room for movement to respond to future crises.

 y The Fiscal Council sees a risk that Ireland’s debt may become unsustainable.

 y This risk would be reduced by lowering the planned medium-term government 
deficit.

 y Ireland is currently not meeting the temporarily suspended EU fiscal rules.

 y There is a risk that Ireland may still not meet the core fiscal rules when they are 
expected to be reintroduced in 2023.

 y Ireland’s aging demographics and lowering labour force participation rate may 
prove problematic to the State’s finances in the medium-term.

 y Climate change poses a risk and may in general require further spending than is 
currently allocated in the medium-term.

 y The SES plans and Sláintecare highlight uncertainties as to the credibility and 
enforceability of current government fiscal projections. 

 y Ireland would be exposed to the risk of black swan events and international crises 
and has already exhausted its Rainy-Day fund.

 y It is possible that trade disruptions and shortages may become more prevalent in 
future, especially for imported energy commodities, increasing electricity prices.

 y COVID-19 could remain a threat despite the successful vaccination programme.
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The EU Commission defines fiscal sustainability as “the ability of a government 
to sustain its current spending, tax and other related policies in the long run 
without threatening its solvency or defaulting on some of its liabilities or promised 
expenditure.”1 The OECD defines fiscal sustainability as “the ability of a government to 
maintain public finances at a credible and serviceable position over the long-term.”2

Debt Sustainability

Figure 1: Projected General Government Debt as % of GDP and GNI*
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Ireland’s debt issues are discussed in detail starting on P.38 of the PBO’s “Pre-Budget 
2022 Commentary” and is not repeated here.4 In summary, high and increasing debt 
levels can be harmful to a government’s fiscal position and can cause a problematic 
cycle of growing debt decreasing the potential for economic growth, especially as 
Ireland is a small open economy.

1 EUC, Sustainability of Public Finances, (November 2017). 
2 OECD, Government at a Glance, (December 2013). 
3 DoF, Summer Economic Statement, (July 2021). 
4 PBO, Pre-Budget 2022 PBO Commentary, (September 2021). 

https://ec.europa.eu/info/sites/default/files/european-semester_thematic-factsheet_public-finance-sustainability_en_0.pdf 
https://www.oecd-ilibrary.org/governance/government-at-a-glance-2013/fiscal-sustainability_gov_glance-2013-11-en 
https://www.gov.ie/en/publication/4d84e-summer-economic-statement-2021/
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2021/2021-09-15_pre-budget-2022-pbo-commentary_en.pdf
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Figure 2: Cost of National Debt Servicing as % of Net Current Expenditure
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A rise in international interest rates, prevailing bond market volatility and to a lesser 
extent inflation would all pose a risk to Ireland’s public finances and borrowing 
potential going forward.6 The Central Bank highlights that the low interest rate 
environment has incentivised investors to increase risk-taking over recent years. 
Figure 3 captures how inflation affects the real interest rate. While interest rates have 
generally reduced over the past decades, inflation has fluctuated.

Figure 3: Approximation of Real Interest Rate of Exchequer National Debt
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5 DoF, Databank, (2021). 
6 CBI, Financial Stability Review I, (June 2021).  
7 DoF, Databank, (2021). 
8 CSO, CPI, (2021). 

http://databank.finance.gov.ie/BES_Reports.aspx?rep=T9
https://www.centralbank.ie/publication/financial-stability-review/financial-stability-review-2021-i 
http://databank.finance.gov.ie/BES_Reports.aspx?rep=T9
https://data.cso.ie/table/CPM02
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To showcase visually the importance of debt sustainability and fiscal rules, the PBO 
has released its Debt Sustainability Analysis Calculator for 2021.9 It allows one to test 
how differing scenarios of primary spending, revenue, interest rates and GDP growth 
would affect the debt to GDP ratio and the primary balance to GDP ratio. It further 
builds on previous PBO publications such as “The PBO analytical model for public debt 
sustainability analysis”.10  

Due to the COVID-19 pandemic, the application of the EU fiscal rules would currently 
be suspended and Ireland would otherwise not currently be in compliance with them. 
It is likely, based on PBO modelling of the current SES plans, that they would already 
be at the upper tolerance of what would be permissible when the fiscal rules are 
reintroduced in the coming years. The Fiscal Council finds that there would be a 25% 
risk that the path of debt could become unsustainable in the medium-term.11

In conclusion, while public debt can be expected to be on a sustainable path, the high 
stock of debt represents a key vulnerability, particularly if a combined macroeconomic 
and fiscal shock was to materialise. In general, a high level of indebtedness limits the 
ability of fiscal policy to respond to future crises.

Reliance on Corporation Tax and MNEs
Multi-national enterprises (MNEs) are a significant source of tax revenue, not merely 
in terms of corporation tax, but also employment taxes. As largely discussed in the 
PBO’s “Ireland’s dual economy”12, just ten corporate groups accounted for 51% of all 
corporation tax receipts in the last year. This degree of concentration means that the 
action of just one major MNE could have a noticeable effect on the total tax base.

Under the hypothetical scenario where half of the corporation tax revenue is lost, 
debt sustainability analysis suggests that stabilization of public debt by achieving 
a budgetary surplus would be delayed by about two years per the original SPU 
projections.13 This could be caused by reduced MNE investment in the Irish economy.

9 PBO, Publication of the Parliamentary Budget Office’s 2021 Debt Sustainability Analysis Calculator, (October 
2021). 
10 PBO, The PBO analytical model for public debt sustainability analysis, (March 2021).
11 IFAC, Pre-Budget 2022 Statement, (September 2021). 
12 PBO, Ireland’s dual economy, (September 2021). 
13 IMF, Ireland: Article IV Consultation Report, (June 2021). 

https://www.oireachtas.ie/en/press-centre/press-releases/20211004-publication-of-the-parliamentary-budget-office-s-2021-debt-sustainability-analysis-calculator/
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2021/2021-03-11_the-pbo-analytical-model-for-public-debt-sustainability-analysis_en.pdf
https://www.fiscalcouncil.ie/wp-content/uploads/2021/09/Pre-Budget-Statement-2022-_.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2021/2021-09-15_ireland-s-dual-economy_en.pdf
https://www.imf.org/en/Publications/CR/Issues/2021/06/15/Ireland-2021-Article-IV-Consultation-Press-Release-and-Staff-Report-460782 
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Ageing Demographics

Figure 4: Population Pyramid 2016 vs 2051 Projections
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An ageing population has a fiscal impact through a number of avenues affecting 
government revenues and social welfare spending. This is especially relevant for 
pension and healthcare costs incurred on the state by retirees, as an older population 
would require proportionally higher spending per person.14

On a similar note, older people would generally be at less risk of poverty than children. 
As of the 2016 Census, Ireland had a dependency ratio of 52.7%. 

The dependency ratio as graphed for 2016 and projected out to 2051 is the percentage 
of the population of working age between 15 and 64 years versus the number of those 
under 14 and over 64.  A ratio of 52% means that in 2016 there were roughly 2 people of 
working age for every dependent person. By 2051, it is projected that there will be less 
than 1.5 persons for each dependent person. Figure 4 shows the projected population 
pyramid based on the CSO’s M2F2 population projections.15

The changing population demographics are fundamentally caused by decreasing birth 
rates combined with increasing life expectancies. For Ireland, both inward and outward 
migration also play an important role. As discussed in the EU Commission Ageing 
Report16, at 38 years of age, Ireland has one of the lowest population median age in 
comparison to the other EU member states. This gives the State more time to prepare, 
though aging is expected to rise rapidly in future years.

14 ESRI, Projections of expenditure for primary, community and long-term care in Ireland 2019–2035, based on the 
Hippocrates model, (July 2021). 
15 M2F2 population projections assume a net positive migration of 20,000 annually and that the total fertility rate 
would decrease from 1.8 to 1.6 by 2030.
16 EUC, The Ageing Report, (May 2021). 
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https://www.esri.ie/system/files/publications/RS126_0.pdf
https://www.esri.ie/system/files/publications/RS126_0.pdf
https://ec.europa.eu/info/publications/2021-ageing-report-economic-and-budgetary-projections-eu-member-states-2019-2070_en 
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The demographic effects beginning to be felt could be far reaching, especially on the 
proportion of the population in the labour force. An example would be how, starting 
at primary level17, teacher numbers would begin to decrease in line with the projected 
reduction in student numbers.18 The PBO has previously published an infographic on 
this.19

COVID-19 may have long term impacts on population demographics, particularly due 
to the decrease in migration flows from travel restrictions. 

The pension age was increased to 66 in 2014 and current legislation requires an 
increase to 67 in January 2021 and to 68 in 2028. The 2021 increase is currently deferred 
with alternative measures proposed, such an increase in contributions. This would be 
subject to further review by the Pension Commission.20 

The Fiscal Council estimated that the deferment would raise annual expenditure 
by some €575 million in 2021 alone.21 Information shared as part of the Pensions 
Commission Consultation22 stated that the deferral of the increase in the State Pension 
age is estimated to cost an additional €221 million in 2021 and an additional €453 
million in a full year. These costs are expected to rise year on year. 

The Fiscal Council estimates that the growing number of pension recipients would 
add some €370 million annually to pension costs on average over 2021 to 2025 at 
current entitlements. If average pension benefits remain unchanged, average pension 
contributions from employees would need to increase to an estimated minimum of 
26% of gross earnings by 2050. The OECD estimated that public health and pension 
costs could rise by 1.5% of GDP by 2030 and by 6.5% of GDP by 2060.23 

The Fiscal Council24 estimates that government forecasts do not adequately consider 
the increase in costs to maintain the level of existing public services, but suggest 
that inflation, wage increases, and envisaged policy changes may necessitate further 
spending. In effect, the risk is that the fiscal impact would be higher than currently 
budgeted for.

Under current policies according to the Fiscal Council analysis25, combined spending 
on pensions and healthcare is projected to increase from 13.3% of GNI* in 2019 to 
almost 25% in 2050, with costs rising more rapidly after 2030. Ireland’s birth rate of ≈ 
1.75 births per woman is currently below the replacement rate of ≈ 2.1. If projections 
continue to follow the general trends of OECD and EU countries, then Ireland’s birth 
rate will only continue to collapse further below the replacement rate.

17 DPER, Teacher Allocations - Developing a Model for Mainstream Teacher Projections - Spending Review, (August 
2021). 
18  EUC, European Semester Country Report Ireland, (February 2020). 
19 PBO, Fewer Primary School Pupils will affect Teacher Numbers and Paybill – 2020-2036 projections, (March 
2020). 
20 Oireachtas, State Pension Age Dáil Éireann Debate, (June 2021). 
21 IFAC, Long-term Sustainability Report, (July 2020).
22 Department of Social Protection, Pensions Commission Consultation, (July 2021). 
23 OECD, Economic Surveys: Ireland, (February 2020). 
24 IFAC, Fiscal Assessment Report, (May 2021). 
25 Ibid.

https://assets.gov.ie/193829/c02f68b2-8e66-44e2-aa9d-11fde93ea959.pdf 
https://ec.europa.eu/info/sites/default/files/2020-european_semester_country-report-ireland_en.pdf 
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2020/2020-03-13_fewer-primary-school-pupils-will-affect-teacher-numbers-and-paybill-2020-2036-projections_en.pdf 
https://www.oireachtas.ie/en/debates/debate/dail/2021-06-22/12/ 
https://www.fiscalcouncil.ie/long-term-sustainability-report/
https://www.gov.ie/en/consultation/0a525-the-pensions-commission-consultation/#further-information 
https://www.oecd-ilibrary.org/economics/oecd-economic-surveys-ireland-2020_dec600f3-en 
https://www.fiscalcouncil.ie/wp-content/uploads/2021/05/Fiscal-Assessment-Report-May-2021-1.pdf 
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Figure 5: Projected Young and Old Dependency Ratios 2016-2051
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Figure 5 shows the projected dependency ratio. Notably, while the total dependency 
ratio would only increase from 52.7% to 55.5% by 2036, the elderly would tend to place 
disproportionate pressure on the State’s finances in comparison to children.26 By 2051, 
the dependency ratio would rise further to 65.9%. 

Productivity growth rates are likely to moderate further in future as labour productivity 
and investment likely will converge on regions with already high productivity levels, 
such as the greater Dublin area. The wealth and demographic skew between urban 
and rural regions may potentially widen further depending on government policy.27 
In effect, aging is likely to affect certain regions of Ireland more so than others as rural 
regions become disproportionally elderly.

26 ESRI, Projections of expenditure for primary, community and long-term care in Ireland 2019–2035, based on the 
Hippocrates model, (July 2021). 
27 DoF, Stability Programme Update, (April 2021). 

https://www.esri.ie/system/files/publications/RS126_0.pdf 
https://www.esri.ie/system/files/publications/RS126_0.pdf 
https://www.gov.ie/en/press-release/07c73-minister-donohoe-publishes-stability-programme-update-2021/ 
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Climate Change

Figure 6: Capital Expenditure as a % of GDP and GNI*
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Despite the Climate Action Plan 2019, Ireland missed 2020 EU climate targets by a 
significant margin. The full implementation of the European Green Deal would be 
needed to achieve the 2030 targets and climate neutrality by 2050, with the failure to 
do so potentially resulting in sanctions.29

Ireland has not been able to, so far, fully decouple greenhouse gas emissions from 
economic growth. Furthermore, Ireland especially suffers from increases to agricultural 
emissions in the past decade and a legacy of deforestation.30

On a broader scale, investment in clean public transport would be required to ease 
congestion and reduce carbon emissions which would tie into existing plans to invest 
in cities outside of Dublin.31 Ireland has suffered from having comparatively low public 
capital investment for the past decade, as is shown in Figure 6.

Current SES plans envisage a significant ramping up of capital investment. Besides 
from the Climate Action and Low Carbon Development (Amendment) Act 2021, it is 
possible that spending on climate policy is likely to further increase in line with EU 
targets as the negative ramifications of climate change become more fiscally apparent 
on the wider economy.32 
28 DoF, Databank, (2021). 
29 EUC, European Green Deal, (July 2021). 
30 PBO, An Approach to Better Incorporate Climate related Considerations into the Budget Process, (September 
2021). 
31 Department of Rural and Community Development , Our Rural Future: Rural Development Policy 2021-2025, 
(March 2021). 
32  DoF, Summer Economic Statement, (July 2021). 

http://databank.finance.gov.ie/BES_Reports.aspx?rep=T9
https://ec.europa.eu/info/strategy/priorities-2019-2024/european-green-deal/delivering-european-green-deal_en
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-09-18_an-approach-to-better-incorporate-climate-related-considerations-into-the-budget-process_en.pdf
https://www.gov.ie/en/publication/4c236-our-rural-future-vision-and-policy-context/
https://www.gov.ie/en/publication/4d84e-summer-economic-statement-2021/ 
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Aside from the physical risks of climate change, such as severe weather events like 
flooding and fires growing more common, there are transitional risks. Transitioning to 
a low-carbon economy will require changes to the sources of State revenue and may 
come at a medium-term cost. Taxes including excise, vehicle registration tax, motor tax 
and carbon tax are likely to be affected as behaviour changes in response to climate 
change mitigation policies. This will be further explored by the PBO in a subsequent 
paper.

The process of adapting the economy to lower carbon emissions may have positive 
effects on employment and investment in certain sectors, however it may also carry 
costs for both economic output and the public finances as the technology transitions. 

It is projected that any delays in relation to climate action would only increase the total 
eventual costs. Of particular relevance to agricultural output, climate change carries 
the risk and possible benefit of affecting Ireland’s balance of trade indirectly as certain 
regions of the world and their arable land would be disproportionally affected.33

Fiscal Rules and Prudence
At present, the Mid Year Expenditure Report34 suggests that the State may spend 
€90.7 billion within 2021, before taking into account any offsetting underspends. The 
Summer Economic Statement35 forecasts increased expenditure to almost €93 billion 
in 2025, compared to just over €70 billion in 2020.

This is a historically high level of public expenditure and accordingly it is even more 
important to manage spending efficiently and effectively. Prioritising the appropriate 
focus for the funding and deciding how much of the COVID-19 increases may remain in 
healthcare, are key issues. These are discussed further in the PBO’s “Pre-Budget 2022 
Commentary”.36

The EU Maastricht Treaty of 1992 required that members keep public debt below 60% 
of GDP and public deficits below 3% of GDP. The EU fiscal rules were further expanded 
by the so called “6 pack” changes in 2011 and “2 pack” changes in 2013. 

The Fiscal Council highlights that the SES has made no reference to compliance with 
fiscal rules, but that the “Exceptional Circumstances” clause pausing fiscal rules would 
likely be deactivated in 2023.37 The PBO’s own modelling finds it likely, that based on 
the SES, the core fiscal rules will remain broken out to 2023/2024. That being said, the 
newer Budget 2022 Macroeconomic Forecasts and the projected 15.5% GDP growth for 
2021, make likely a sooner return to fiscal rules compliance.38

The Fiscal Council highlights a number of concerns about the medium-term strategy 
for Ireland39. They state that the government has not provided sufficient clarity 
on medium-term spending forecasts. The Fiscal Council states that the spending 
projections are based on technical assumptions that do not show the full cost of core 
spending commitments. It is acknowledged that due to political reality and trade-
offs, flexibility is often necessary for policy considerations. The Fiscal Council is also 
concerned that major policy commitments have not been factored into the medium-

33  IMF, Ireland: Article IV Consultation Report, (June 2021). 
34  DPER, Mid-Year Expenditure Report, (July 2021). 
35  DoF, Summer Economic Statement, (July 2021). 
36  PBO, Pre-Budget 2022 PBO Commentary, (September 2021). 
37  IFAC, Pre-Budget 2022 Statement, (September 2021).
38  DoF, Budget 2022 Macroeconomic Forecasts, (September 2021). 
39  IFAC, Fiscal Assessment Report, (May 2021). 

https://www.imf.org/en/Publications/CR/Issues/2021/06/15/Ireland-2021-Article-IV-Consultation-Press-Release-and-Staff-Report-460782
https://www.gov.ie/en/collection/d2e199-mid-year-expenditure-reports-myer/
https://www.gov.ie/en/publication/4d84e-summer-economic-statement-2021/ 
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2021/2021-09-15_pre-budget-2022-pbo-commentary_en.pdf
https://www.fiscalcouncil.ie/wp-content/uploads/2021/09/Pre-Budget-Statement-2022-_.pdf
https://www.gov.ie/en/publication/f0597-budget-2022-macroeconomic-forecasts-summary/
https://www.fiscalcouncil.ie/wp-content/uploads/2021/05/Fiscal-Assessment-Report-May-2021-1.pdf
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term projections made available to the general public.40 

The Fiscal Council states that the absence of realistic plans and any fiscal targets 
leaves the public finances unanchored. They have suggested a number of budgetary 
initiatives in order to help manage public expenditure. 

The Fiscal Council have consistently called for credible debt targets, saving unexpected 
corporation tax receipts in the Rainy-Day Fund, and setting enforceable departmental 
spending limits. The Minister for Finance subsequently responded disagreeing 
with their assessment.41 The July Summer Economic Statement further updates 
government plans with increased spending projections in comparison to the April 
Stability Programme Update. 

Regarding capital investment, the revised National Development Plan42 has increased 
funding than was previously planned, especially for housing. Overall, the uncertainty 
over plans for increased spending may raise fiscal sustainability concerns due to the 
lack of medium-term clarity and credibility as to whether they should rise further still.43

Figure 7: Healthcare Cost Projected Approximations 2035
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The implementation of Sláintecare has progressed slowly. The publication of the 
Sláintecare Implementation Strategy & Action Plan 2021–2023 in May 2021 suggests the 
costs associated with the reforms as being some €1.2 billion of 2021 health spending 
allocation.45 It is unknown if the initiative and its spending plans would be subject to 
further revision.

40  IFAC, Pre-Budget 2022 Statement, (September 2021).  
41  DoF, Minister for Finance responds to the Fiscal Assessment Report, (July 2021). 
42  DPER, Government launches the renewed National Development Plan 2021-2030, (October 2021). 
43  DoF, Stability Programme Update, (April 2021). 
44 ESRI, Projections of expenditure for primary, community and long-term care in Ireland 2019–2035, based on the 
Hippocrates model, (July 2021). 
45  DoF, Summer Economic Statement, (July 2021). 

https://www.fiscalcouncil.ie/wp-content/uploads/2021/09/Pre-Budget-Statement-2022-_.pdf
https://www.fiscalcouncil.ie/wp-content/uploads/2021/07/Ministers-Response-to-the-May-2021-FAR-21.07.2016.pdf
https://www.gov.ie/en/press-release/7ac57-government-launches-the-renewed-national-development-plan-2021-2030/
https://www.gov.ie/en/press-release/07c73-minister-donohoe-publishes-stability-programme-update-2021/
https://www.esri.ie/system/files/publications/RS126_0.pdf 
https://www.gov.ie/en/publication/4d84e-summer-economic-statement-2021/
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It is unclear whether the COVID-19 related increases for healthcare may become 
a permanent part of the healthcare system, in order to fund the transition to 
Sláintecare.46  Figure 7 displays the ESRI projected real healthcare costs for 2035 
adjusted for inflation.

The largest increases in spending are projected to be for high-tech medicines 
dispensed in the community, long-term residential care and home support services. 
The Fiscal Council project that health expenditure may increase as a share of GNI* from 
8.3% in 2019 to 13.2% in 205047.

COVID-19 Recovery and Black Swan Risks
Ireland suffered high COVID-19 infection rates and imposed one of the most stringent 
containment regimes as measured by the Oxford BSG.48 Though the vaccine rollout 
continues successfully, new variants and the possible necessity for booster shots places 
doubt if COVID-19 restrictions will directly end in 202149, especially considering the past 
spike in cases due to the Delta variant.50 

The exact timeline for the full reopening of the economy, currently the 22nd of 
October, remains to be clarified along with the exact tapering off of supports available 
to businesses and individuals. Current projections assume that the vaccination plan 
and EU Digital COVID Certificate would continue successfully and that there would be 
no reimplementing of lockdowns at a national level.51

The IMF52 predicts that the rapid and widespread delivery of vaccines would likely 
spur a fast recovery and contain scarring within 0% to 2% range. Scarring is the lasting 
damage to individuals’ and business’ general economic situations and socioeconomic 
circumstances. However, the Central Bank of Ireland53  states that the macroeconomic 
outlook remains uncertain with downside risks stemming from developments in the 
yet unclarified trajectory of the COVID-19 pandemic. The Budget 2022 Macroeconomic 
Forecasts show a far lower level of scarring in comparison to the SES and predicts a 
revised growth rate of 15.5% for 2021.54 

The Draft National Risk Assessment 202155 identifies the listed strategic level risks for 
the State, any of which could have a knock-on effect for the economy and government 
policy. Multiple overlapping simultaneous risks, as seen with the cyberattack against 
the HSE and the Department of Health at the same time as an ongoing pandemic, 
would be disproportionally dangerous and costly. 

46  ESRI, Projections of expenditure for primary, community and long-term care in Ireland 2019–2035, based on the 
Hippocrates model, (July 2021). 
47  IFAC, Long-term Sustainability Report, (July 2020). 
48  BSG Oxford, COVID-19 Government Response Tracker, (2021). 
49  OBR, Fiscal risks report, (July 2021). 
50  DoF, Minister for Finance responds to the Fiscal Assessment Report, (July 2021).  
51  Ibid.
52  IMF, Ireland: Article IV Consultation Report, (June 2021).  
53  CBI, Financial Stability Review I, (June 2021).
54  DoF, Budget 2022 Macroeconomic Forecasts, (September 2021).
55  Department of the Taoiseach, Draft National Risk Assessment, (July 2021). 

https://www.esri.ie/system/files/publications/RS126_0.pdf
https://www.esri.ie/system/files/publications/RS126_0.pdf
https://www.fiscalcouncil.ie/long-term-sustainability-report/
https://www.bsg.ox.ac.uk/research/research-projects/covid-19-government-response-tracker
https://obr.uk/frr/fiscal-risks-report-july-2021/
https://www.fiscalcouncil.ie/wp-content/uploads/2021/07/Ministers-Response-to-the-May-2021-FAR-21.07.2016.pdf
https://www.imf.org/en/Publications/CR/Issues/2021/06/15/Ireland-2021-Article-IV-Consultation-Press-Release-and-Staff-Report-460782
https://www.centralbank.ie/publication/financial-stability-review/financial-stability-review-2021-i 
https://www.gov.ie/en/publication/f0597-budget-2022-macroeconomic-forecasts-summary/
https://www.gov.ie/en/consultation/10488-draft-national-risk-assessment-20212022-public-consultation/?referrer=http://www.gov.ie/en/publication/8670d-draft-national-risk-assessment-20212022-public-consultation/
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Draft National Risk Assessment, 2021 – Overview of strategic risks

 y Geopolitical risks

 y Armed conflict, terrorism and hybrid threats (e.g. war).

 y Future direction of the European Union (e.g. strengthening or weakening).

 y Ireland’s relationship, post-Brexit, with the United Kingdom (e.g. trade 
balance).

 y Rise of a multi-polar world (i.e. the decline of US hegemony).

 y Economic risks

 y Economic scarring of individuals and firms (e.g. socioeconomic states 
changes).

 y Changes to the international tax and financial system (e.g. global minimum 
tax rate).

 y Sustainability of public finances (e.g. the level of borrowing).

 y Labour shortages and capacity constraints (e.g. migration and birth rates).

 y Vulnerabilities arising from Ireland’s enterprise mix (i.e. MNE reliance).

 y Changes to international trading relationships (e.g. risk of supply shortages).

 y Disruption to secure and sustainable energy supply (i.e. fuel import reliance). 

 y Social risks

 y Social cohesion (e.g. riots and public order).

 y Housing and sustainable development (e.g. homelessness).

 y Migration and integration (e.g. cultural and religious tensions).

 y Digital exclusion (e.g. the elderly accessing online services).

 y Demographic change (e.g. the urban-rural divide). 

 y Environmental risks

 y Climate change (e.g. the average temperature of Ireland).

 y Biodiversity loss (e.g. farming fertility changes).

 y Extreme weather events and other natural disasters (e.g. floods).

 y Antimicrobial resistance (e.g. increase in the cost of livestock farming).

 y Food safety (e.g. the contamination of food with industrial by-products).

 y Pandemics (e.g. COVID-19).

 y Technological risks 
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Introduction
The Medium-Term Expenditure Framework is a set of administratve procedures employed for the 
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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 
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 y Nuclear contamination (e.g. war or nuclear power plant failure).

 y Data flows, storage and security (e.g. GDPR risks).

 y Disruptive technology (e.g. digital banking).

 y Cybersecurity (e.g. cyber-attack on HSE).

Since the third quarter of 2021, global shortages of certain commodities have become 
apparent. In particular, the significant rise in price of coal and natural gas, and hence 
electricity, may become problematic if it proves permanent rather than a temporary 
shock. Energy commodities in particular are suffering both from transportation 
difficulties and from market demand being greater than the global supply from 
physical extraction.

A black swan is defined as a rare unpredictable event that is beyond what is normally 
expected of a situation and that has potentially severe impacts. The IMF56 further raises 
concerns relating to the possible risk of, and the lack of contingency for, medium-
term for black swan events. Pertinent risks could include an international financial 
crisis, a geopolitical disruption to international trade as well as COVID-19 and Brexit 
causing further disruption to the planned recovery if the projections do not continue 
as forecasted. Events in Afghanistan in particular have highlighted the risks of growing 
conflict, trade disruptions and lessoning international security and stability.

Ultimately, while Ireland’s circumstances for the medium-term currently appear 
comparatively sound in terms of fiscal sustainability, the outlook will also be subject to 
the continued evolution of international circumstances and the effective response of 
government policy.57

56  IMF, Ireland: Article IV Consultation Report, (June 2021). 
57  CBI, Financial Stability Review I, (June 2021). 

https://www.imf.org/en/Publications/CR/Issues/2021/06/15/Ireland-2021-Article-IV-Consultation-Press-Release-and-Staff-Report-460782
https://www.centralbank.ie/publication/financial-stability-review/financial-stability-review-2021-i 

