
1 
 

PBO Publication 31 of 2021  12/10/2021 

 
Preliminary PBO Review of Budget 2022 

 

Introduction  

The Preliminary PBO Review of Budget 2022 seeks to highlight some of the major aspects of Budget 

2022 under the following headings: economic and fiscal overview, fiscal rules and debt, tax, 

spending overview and budgetary reforms. This document is its first analysis and published for 

Members on Budget night. The PBO will follow up with a Post-Budget 2022 Commentary to be 

published in a few weeks which will go into more detail on specific aspects of the Budget 2022. 

Key messages 

• Thanks to the successful vaccination programme and the subsequent easing of restrictions, 

the economic recovery was stronger than expected. In Budget 2021, GDP was forecast to 

increase by only 1.7% in 2021. In Budget 2022, it is now forecast to grow by 15.6%. 

• However, the recovery in the labour market is lagging, as the forecast for the unemployment 

rate has been revised up slightly to 16.8%, and inflation pressures are also apparent due to 

mismatches between demand and supply. 

• The strong economic rebound has had a positive effect on the public finances. The deficit is 

now expected to be €13.3 billion in 2021. In Budget 2021, the forecast was €20.5 billion. 

• The improvement is due to higher-than-expected tax revenue and lower spending. General 

Government Revenue in 2021 is expected to be €4.4 billion higher than what was predicted 

last year. General Government Expenditure is also lower than the forecast in last year’s 

Budget. The Government expects to close the deficit further to €8.26 bn in 2022 and this will 

continue to improve until the Government finances return to a surplus in 2025. 

• Compared to previous forecasts, there is a noticeable reduction in the deficit, particularly 

from 2023 onwards. Between the SPU and Budget 2022, while the growth rate for revenue 

and spending would be similar, the largest difference would be a bigger than expected 

revenue projections for 2021, which would then serve as the inflated base for future 

revenue growth. Considering the potential risks to corporation tax receipts, this might be an 

overly optimistic assumption. 

• Based on the current fiscal projections, Ireland should be on target to meet the core EU 

fiscal rules from 2022 onwards (i.e. 60% debt to GDP ratio and 3% deficit to GDP ratio). The 

fiscal rules were suspended in 2020 due to the COVID-19 pandemic and are likely to be 

reintroduced from 2023. 

• While Ireland’s fiscal sustainability does not appear to be a significant risk at present, the 

high level of public debt represents a major vulnerability and limits the room for movement 

to respond to future crises. 
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• The PBO’s Debt Sustainability Analysis Calculator Budget 2022 allows one to stress test 

compliance of with the core fiscal rules and analyse fiscal implications of changes to key 

economic and fiscal variables in different scenarios out to 2050. 

• Voted spending in 2022 is expected to be €87.59 billion, comprising approximately €80 

billion in core spending, with the balance of €7.5 billion representing non-core i.e. non-

permanent spending commitments. 

• The setting aside of unallocated funds poses the risk that these funds will be seen as a buffer 

or safety net that Votes can draw upon during 2022, as much of these funds relate to COVID 

measures and may not be required. 

• Increased staffing provided for in the budget is of relatively small scale in terms of overall 

public sector employment; however, the cost of these new staff represents a long-term 

commitment. Additionally, as these employees will be recruited during 2022, full year-costs 

will not arise until 2023. 

• Despite the reduced need for measures linked to the pandemic, over €1 billion of the 

additional funding earmarked for pandemic relief in 2021 has been incorporated into the 

Health Vote’s base expenditure for the coming year. In part, this may illustrate the challenge 

in distinguishing between COVID and non-COVID healthcare spending. 

• A reduction in the pupil teacher ratio at primary level may increase the number of teachers 

in the short term but is likely to have a more general effect of reducing the decline in 

teacher numbers as enrolment tapers off at primary level in the coming years. It’s not 

apparent that additional staffing is required to achieve the aim of a reduction in the pupil 

teacher ratio given the projected decrease in student enrolment. 

• The Irish Exchequer is forecast to collect €66.1 billion in tax receipts in 2021, compared to 
the €57.1 billion in 2020.  

• This is more than the 2022 forecast in the SPU, meaning that the recovery in the tax profile 
has occurred one year ahead of schedule. 

• Budget 2022 contains revenue raising measures of approximately €340 million for 2022 and 
revenue reducing measures of approximately €795 million for 2022. This results in a net 
revenue loss of €455 million for the Irish Exchequer. 

• Revenue is expected to grow at an annual average rate of 7% annually from 2021 to 2025.  

• The main contributing taxes of Income Tax, VAT and Corporation Tax are all expected to 

increase significantly in each year over the forecast period. 

• There are a number of risks facing the Irish economy that could impact tax receipts such as 

supply problems, labour shortages, potential labour market scarring and British export 

controls.  

• There is a projected increase of around €2 billion for each year in corporation tax revenue in 

the Budget compared to the SPU. 

• The projection of a reduction of annual corporation tax receipts by €2 billion by 2025, as a 

result of BEPS, is a very uncertain estimate. The challenge in forecasting is from the multiple 

dynamic impacts on a diverse range of sectors across the global economy. 

 

 

 

 

 

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2021/2021-10-12_debt-sustainability-analysis-calculator-budget-2022_en.xlsx
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Economic and Fiscal Overview 
Ireland’s economy improved dramatically in the second quarter of 2021. This was due to the 

successful vaccination programme and the subsequent easing of restrictions. As a result, 

Government finances performed better than expected in 2021. Last year, the government expected 

to run a deficit of €20.5 billion in 2021. This projection was revised down to €18.1 billion in the 

Stability Programme Update (SPU, released in April) but was subsequently revised up to €20.3 bn in 

the Summer Economic Statement (SES, released in July) as spending pressures were expected to be 

higher than anticipated. Today it was announced that the deficit is expected to be €13.3 billion in 

2021. Figure 1 outlines these revisions for the key fiscal variables.  

 

Figure 1: 2021 Forecasts for key fiscal variables 

 

Source: Budget 2021, Stability Programme Update 2021, Budget 2022 

 

The improvement in the deficit is due to higher than expected tax revenue and lower spending. 

Overall General Government revenue is expected to be €4.4 billion higher than what was predicted 

last year (€2.6 bn higher than SPU 2021). This was due to better than expected economic activity. 

Last year, GDP was forecast to be 1.7% in 2021, this was revised up to 4.5% in SPU and is now 

expected to come in at 15.6%. Growth for Modified Domestic demand (a proxy for the domestic 

economy) in 2021 was revised from 4.9% last year to 2.6% in the SPU back up to 5.2% today. 

However, the labour market has performed worse than expected as the forecast for the 

unemployment rate has been revised from 10.3% last year to 16.3% in the SPU to 16.8% today.   

Inflation is forecast at 2.3% for 2021 as shortages and bottlenecks in supply chains and higher energy 

costs have caused prices to increase. 
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Figure 2: 2021 Forecasts for key economic variables 

 

Source: Budget 2021, Stability Programme Update 2021, Budget 2022 

On the other hand, general government expenditure was lower than the forecast in last year’s 

Budget. In 2022, the Government expects to close the deficit further to €8.26 bn and this will 

continue to improve until the Government finances return to a surplus in 2025. 

Compared to previous forecasts, there is a noticeable reduction in the deficit, particularly from 2023 

onwards. Between the SPU and Budget 2022, while the growth rate for revenue and spending would 

be similar, the largest difference would be a bigger then expected revenue projections for 2021, 

which would then serve as the inflated base for future revenue growth. Considering the potential 

risks to corporation tax receipts, this might be an overly optimistic assumption. 

Figure 3: General Government Balance 

 

Source: Stability Programme Update 2021, Budget 2022 
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Fiscal Rules and Debt 
Based on the current fiscal projections, Ireland should be on target to meet the core EU fiscal rules 

from 2022 onwards (i.e. 60% debt to GDP ratio and 3% deficit to GDP ratio). The suspended rules are 

likely to be reintroduced from 2023. Budget 2022 fiscal forecasts proved far more favourable than 

previous ones from earlier in the year. In addition, recent supply issues and shortages, especially for 

energy commodities, would highlight the risk of inflation in the medium-term. As a result of the 

better-than-expected economic environment, a small budget surplus is now expected to be achieved 

in 2025. 

The structural budget balance is the fiscal position without the estimated budgetary consequences 

of the business cycle, and is designed in part to provide an indication of the orientation of fiscal 

policy. EU fiscal rules indicate that Ireland should strive for its structural budget deficit not to be 

greater than 0.5% of GDP. Budget 2022 forecasts are notably far more positive than those from the 

Spring SPU, and largely reflect improvements in the general government balance. 

 

Figure 4: Structural Budget Balance (per cent GDP) 

 

Source: Department of Finance SPU & Budget 2022 

 

The output gap is an economic measure of difference between the actual output of an economy and 

its potential output. A negative gap indicates that there is spare capacity, or slack, in the economy 

due to weak demand. It is advisable to follow a counter cyclical policy approach so as to strive for a 

balanced output gap of 0% to prevent the economy over-heating or under-heating. The output gap 

estimate for 2021 was revised upward to -0.8% (from -2.1% in SPU) outlining the speed of economic 

recovery. The output gap is expected to close rapidly over the forecasting horizon. 
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Figure 5: Output gap per cent GDP 

 

Source: Department of Finance SPU, SES & Budget 2022 

 

Figure 6: General Government Debt per cent GDP 

 

Source: Department of Finance SPU, SES & Budget 2022 

 

The EU fiscal rules require a debt to GDP ratio of below 60%. The revised Budget 2022 figures 

indicate that Ireland should remain within these requirements due to better-than-expected revenue 

and GDP growth figures. Ireland currently has exhausted its rainy-day fund and due to already high 

levels of debt, would have limited fiscal scope to meet the possible demands of any future black 

swan events and crises. The gradual reduction of the debt ratio and achieving a balanced budget in 

2025 would follow the principles of fiscal sustainability, as long as this is maintained in future.  
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Members can use the updated PBO’s Debt Sustainability Analysis Calculator Budget 2022 to stress 

test compliance with the core fiscal rules and analyse fiscal implications of changes to key variables 

such as primary spending, revenue, nominal GDP growth and the market interest rate. The calculator 

predicts that the new Budget 2022 figures would indicate that the debt would be sustainable and 

the debt to GDP ratio would decrease over time. 

While EU fiscal rules are based on GDP, Ireland, primarily due to the activity of multinational 

companies and international finance, would have a disproportionally inflated GDP figure in 

comparison to other EU countries. GNI* (Modified Gross National Income) is an indicator designed 

to exclude globalisation effects that are disproportionally impacting the measurement of the size of 

the Irish economy. Ultimately while Ireland’s fiscal policy and GDP ratios appear sustainable, there is 

a significant difference for the GNI* ratios, which would highlight possible underlying risks. It is 

welcomed that Budget 2022 now places even greater emphasis on GNI* so as to better reflect the 

economic reality in Ireland. 

Tax 
The Irish Exchequer is forecast to collect €66.1 billion in tax receipts in 2021, compared to €57.1 

billion in 2020. This represents an annual increase of €9 billion or 15.7%. The higher tax intake is 

evidence of an economic recovery, after the progression of the vaccine rollout and the easing of 

pandemic restrictions.   

This outperformance has predominantly been driven by Corporation Tax (€2.25 billion higher than 

SPU), Income Tax (€1.7 billion) and VAT (€1 billion). Excise Duty is now also expected to be €195 

million ahead of SPU profile. Figure 7 compares tax revenue estimates for this year from the SPU and 

Budget 2022. 

It should be noted that expected tax receipts of €66.1 billion at year-end 2021 is higher than the 

€64.6 billion forecast in the SPU to be collected for the calendar year 2022, meaning that the 

recovery in the tax profile has occurred one year ahead of schedule than was expected in April 2021.  

Figure 7: Tax revenue for 2021: SPU 2021 versus Budget 2022 

 

Source: Stability Programme Update 2021 (Department of Finance); Budget 2022 – Economic and 

Fiscal Outlook (Department of Finance). 

 

https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2021/2021-10-12_debt-sustainability-analysis-calculator-budget-2022_en.xlsx
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Figure 8: Outperformance in Tax Revenues 

 

Source: Budget 2022 – Economic and Fiscal Outlook (Department of Finance); Stability Programme 

Update 2021 (Department of Finance); Summer Economic Statement 2021 (Department of Finance); 

Databank (Department of Finance). 

 

Budget 2022 Changes  
Budget 2022 contains income raising measures of €340 million for 2022 and revenue reducing 

measures of €795 million for 2022. This will result in a net revenue loss of €455 million for the Irish 

Exchequer.   

The largest reduction in revenue was due to changes to personal income tax while the largest 

revenue gain was due to an increase in carbon taxes. There were some measures announced in 

Budget 2022 that will narrow the tax base, which include: 

• Income tax reduction measures (equivalent to €520 million of exchequer funds in 2022) which 

include: 

o an increase of €1,500 in the standard rate band for all earners from €35,300 to €36,800 

for single individuals and from €44,300 to €45,800 for married couples or civil partners 

with one income; 

o an increase in the Personal Tax Credit, the Employee Tax Credit and the Earned Income 

Credit from €1,650 to €1,700.  

• There were also changes to the Universal Social Charge (USC) with an increase in the 2% or 

second USC band from €20,687 to €21,295.  

• The Help to Buy (HTB) Scheme was extended until the end of 2022. The Minister for Finance 

announced in his speech that there will be a full review of the scheme which will be carried out 

in 2022. The PBO notes that the estimated full cost of the scheme for 2022 as outlined in Budget 

2022 ‘is estimated to be in the region of €175 million of which €92 million is in the tax base’ 

which leads to a 2022 adjusted cost of €83 million. The PBO would welcome additional 

information on this calculation.   
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• There will be an extension of the reduced VAT rate from 13.5% to 9% for the tourism and 

hospitality sector until 1st September 2022. The PBO would welcome clarity on the potential 

cost to the exchequer of such a measure.  

The PBO notes that Budget 2022 included some measures which will raise tax revenue such as: 

• An increase in the rate of Carbon Tax by €7.50 from €33.50 to €41.00 per tonne of carbon 

dioxide emitted which will raise an additional €109 million for the exchequer in 2022; 

• Changes to Vehicle Registration Tax (VRT) which will raise an additional €82 million in revenue in 

2022; 

• An extension of the bank levy (which was due to expire end of 2021) to the end of 2022 which 

will raise €87 million for the Exchequer. It should be noted that this figure is down on the €150 

million raised in 2021 as the levy will not apply to two financial institutions (KBC and Ulster Bank) 

who have announced plans to exit the Irish market; 

• An increase of 50c on a pack of 20 cigarettes with pro-rata increase on other tobacco products 

which is expected to raise an additional €56 million in 2022 for the Exchequer.  

 

Year-on-year changes 
Income Tax is expected to raise €26 billion in 2021 and will once again be the largest tax stream for 

the Irish Exchequer. This is up from the €22.7 billion collected in 2020, a year-on-year increase of 

€3.3 billion or 14.6% which is largely driven by the recovery in the labour market both in terms of 

increased employment and higher wages. 

VAT is forecast to contribute €15.4 billion in 2021, up from €12.5 billion in 2020, and will once again 

be the second largest tax head for the Exchequer. This is equivalent to a year-on-year increase of 

€2.9 billion or 24%, reflecting the strong rebound in consumption and economic activity due in part 

to the unwinding of public health restrictions and the pent-up demand built up by excess savings 

during the pandemic. 

Corporation Tax is expected to raise €13.9 billion in 2021 compared to €11.8 billion in 2020; 

equivalent to a year-on-year increase of €2.1 billion or 17.4%. This means revenues generated from 

corporate tax receipts will once again be the third largest revenue stream for the exchequer. The 

PBO has previously highlighted the risks of this revenue stream, due to the high concentration of 

receipts from a small number of companies. In 2020, the top ten companies accounted for €5.9 

billion or 51% of net corporation tax receipts, constituting 10% of the total tax receipts in that year. 

The Irish Exchequer is expected to collect €6bn in excise duties in 2021, up from the €5.4 billion 

collected in 2020. This represents an annual increase of €585 million or 10.7%. 
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Year-on-year projections 
 

Figure 9: Tax revenue 2020-2025 

 

Source: Budget 2022 – Economic and Fiscal Outlook (Department of Finance) 

 

The above figure shows the Budget’s estimates of tax revenue over the forecast horizon (out to 

2025). There is significant revenue growth, with total tax receipts having an expected average annual 

growth of 7% over 2021 to 2025 (16% in 2021 and 6% over 2022-2025). The main taxes (Income Tax, 

VAT and Corporation Tax) are all expected to increase significantly in each year over the forecast 

period.  

With the economy opening up after the restrictions of the pandemic, the high level of aggregated 

household savings could contribute to increased levels of consumption, resulting in a substantial 

increase in VAT receipts from 2021 and 2022. However, with the global economy re-opening, there 

are issues of product and labour shortages as well as inflation, this could have an adverse impact on 

consumption and VAT receipts. 
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Figure 10: Increases in revenue by tax head 2021-2025 

 

Source: Budget 2022 – Economic and Fiscal Outlook (Department of Finance). 

 

The above figure shows the annual change in total tax revenue (the dotted line) and in the main tax 

headings (bar column). With the opening up of the economy in 2021, there was an €8.9 billion 

increase in total tax income and a significant rebound in Income Tax (€3.3 billion) and VAT (€2.9 

billion). Corporation Tax is expected to increase by €2 billion.  

Over the period 2022 to 2025, there are predicted to be annual increases of around €4 billion in total 

tax income, driven by growth in Income Tax and VAT receipts. This consistent increase in tax receipts 

is driven by the recovery in both the global and Irish economy, as the epidemiological situation 

improves. However, there are a number of risks facing the Irish economy that  could impact tax 

receipts such as product and labour shortages, potential labour market scarring and the introduction 

of Brexit controls on Irish exports to the British market (not including Northern Ireland), on 1 January 

2022.  
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Corporation Tax and OECD BEPS 

 
Figure 11: Corporation Tax Budgetary projections 2020-2025: SPU 2021 versus Budget 2021 

 

Source: Stability Programme Update 2021 (Department of Finance); Budget 2022 – Economic and 

Fiscal Outlook (Department of Finance). 

The above figure shows the SPU 2021 and the Budget’s estimates of corporation tax revenue over 

the forecast horizon (out to 2025). There is a projected increase of around €2 billion for each year in 

corporation tax revenue in the Budget compared to the SPU. This is despite the already substantial 

increase in corporation tax receipts in 2020 during the pandemic. This reflects the expected 

expansion in the Irish and global economy, including in sectors such as IT and pharmaceuticals that 

are dominated by multi-national companies. However, a key issue will be the OECD BEPS reforms, 

that Ireland has recently agreed to.  

The first pillar reallocates a portion of profits to where sales are located, instead of where the 

company is based. The second pillar concerns a global minimum corporation tax rate of 15% for 

companies with revenue over €750 million. The higher rate would lead to an increase in corporation 

tax revenue, if economic activity remained unchanged. However, both pillars could make Ireland a 

less attractive location for multinational companies which could reduce annual corporation tax 

receipts significantly. 

Budget 2022 states “revenue foregone – at €2 billion relative to baseline by 2025; the revenue 

impact is phased in from 2023”. The projection of a reduction of annual corporation tax receipts by 

€2 billion by 2025, as a result of BEPS, is a very uncertain estimate. The challenge in forecasting 

arises from the multiple dynamic impacts on a diverse range of sectors across the global economy. 
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Spending Overview 
On Budget day the Expenditure Report is published. Part III of this document is the Estimates for 

Public Services which sets out gross and net estimates spending for the coming year across all Votes 

at the programme level. This provides a high-level summary of projected spending but lacks the 

detail present in the Revised Estimates for Public Services which are published each December. In 

the Budget 2022: Expenditure Report 2022 (12 October 2021) ‘Expenditure Report 2022’ projected 

Voted spending in 2022 is expected to be €87.59 billion. This spending comprises: 

▪ €69.18 billion in core allocated voted current spending; 

▪ €10.9 billion in core allocated voted capital spending;  

▪ €2.98 billion in non-core allocated spending; and 

▪ €4.53 billion in non-core spending not yet allocated to Departments. 

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. Among other things, voted spending encompasses 

the provision of most public services, various supports, and also provides for the development of, 

and maintenance of, infrastructure.  

The Mid-year Expenditure Report (MYER) 2021 (July 2021) projected overall spending of €90.7 billion 

in 2021 before any offsetting underspending was taken into account.1 However, the Budget 2022 

Expenditure Report sets out projected spending of €89.3 billion for 2021, some €2.7 billion greater 

than currently approved by Dáil Éireann for 2021. Several substantive Supplementary Estimates will 

be required to approve this higher spending.2 With Voted spending for 2022 estimated at €87.59 

billion (of which €4.5 billion relates to unallocated spending), this reflects an approximate 

decrease of €1.7 billion on 2021. If these unallocated funds are not required in 2022, in particular 

the €4,032 million in unallocated COVID funds, they may be used to fund Supplementary Estimates 

that may arise in 2022. As such, funding set aside to meet potential costs arising from COVID may 

ultimately be used as a contingency for other means. The setting aside of unallocated funds could 

serve to enable a lax approach to the management of voted spending if a Department or 

Departments were to see this as a reserve or safety net. 

Figure 12: Budget 2022 Vote Estimates 

 
Source: Budget 2022: Expenditure Report (October 2021) p.176. 

 

 
1 Department of Public Expenditure and Reform, Mid-Year Expenditure Report (MYER) 2021 (July 2021) p.1. 
2 Department of Public Expenditure and Reform, Budget 2022: Expenditure Report (October 2021) pp.45-6. 
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The Expenditure Report 2022 does not include the expenditure ceilings as would normally be the 

case. 3-year expenditure ceilings are a requirement under the Ministers and Secretaries 

(Amendment) Act 2013. Expenditure ceilings were published in the Summer Economic Statement.3 

Notwithstanding this, in the ordinary course of events, Ministerial Vote Groups’ Expenditure Ceilings 

(both current and capital) would form part of the Expenditure Report.4 

 

Figure 13: Expenditure Ceilings 2021-2025 
 

 

Source: DPER, Summer Economic Statement: July 2021 (July 2021) p.30. 

 

Figure 13 illustrates that core expenditure is projected to experience strong growth in the coming 

years even as temporary spending measures are stripped out over time. Indeed, the unwinding of 

these temporary spending measures are projected to result in a decrease in gross voted current 

expenditure in 2022 when compared to 2021, and in 2023 when compared to 2022. In 2024 

underlying growth in core (permanent) gross voted current expenditure will exceed the reductions in 

temporary current spending – resulting in overall growth in current spending. 

 
3 Department of Public Expenditure and Reform, Summer Economic Statement (July 2021) p.30. 
4 See for example Department of Public Expenditure and Reform, Budget 2019: Expenditure Report (October 
2018) p.44. 
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Public Sector Pay & Staffing 
The Expenditure Report 2022 also provides for increases in public sector employment. The 

Expenditure Report 2022 sets out a projection of an €800 million increase in the Exchequer pay bill 

compared to 2021.5 While there are significant increases in staffing in certain areas – particularly in 

Education (350 primary teachers, 1,165 Special Needs Assistants, and 980 additional Special 

Education teachers)6 and An Garda Síochána (800 additional trainee Gardaí and 400 civilian staff).7 It 

should be noted that these are relatively small increases in the context of the size of the public 

sector overall as can be seen relative to employment in the public sector in Q2 2021 in Figure 14.  

 

Figure 14 – Public Sector Employment (headcount) 2021Q2 

 
Source: CSO, ‘EHQ10: Public Sector Employment and Earnings’ (September 2021). 

Note: This figure uses headcount rather than whole time equivalent (WTE). 

 

Public sector pay forms a significant proportion of Exchequer spending and as such increasing public 

sector numbers represents a long-term spending commitment.8 As previously noted by the PBO, the 

cost of increases in public sector numbers tends to be understated initially as the first-year costs are 

rarely full year. As such, the first full year cost of increased staffing will occur in 2023. Public sector 

pay costs will be driven not just by increases in public sector staffing but also by the most recent 

public sector pay agreement.9 

  

 
5 Budget 2022: Expenditure Report (October 2021) p.184 
6 Budget 2022: Expenditure Report (October 2021) p.72 
7 Budget 2022: Expenditure Report (October 2021) p.127 
8 For more detail on Public Sector employment see PBO, The Irish Public Sector: An Overview of the 
Composition of the Public Sector, and of the Development of Exchequer Funded Public Sector Pay (2021). 
9 Building Momentum: A new public service agreement, 2021-2022 (May 2021). 

https://data.cso.ie/table/EHQ10
https://assets.gov.ie/201256/3efe3b32-a9d5-41bd-a2ed-41387528b8cc.pdf
https://assets.gov.ie/201256/3efe3b32-a9d5-41bd-a2ed-41387528b8cc.pdf
https://assets.gov.ie/201256/3efe3b32-a9d5-41bd-a2ed-41387528b8cc.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2021/2021-03-04_the-irish-public-sector-an-overview-of-the-composition-of-the-public-sector-and-of-the-development-of-exchequer-funded-public-sector-pay_en.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2021/2021-03-04_the-irish-public-sector-an-overview-of-the-composition-of-the-public-sector-and-of-the-development-of-exchequer-funded-public-sector-pay_en.pdf
https://assets.gov.ie/101537/d2abf15f-d504-4c8b-92a9-aa47ef1bd9ce.pdf
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Health 
The Health budget is split primarily over two main spending areas: the Department of Health and the 

HSE. While the funding for the HSE is allocated via the Health Vote, the administration of spending is 

an internal matter – although based on the Letter of Determination (for current spending) agreed 

with the Department. 

In 2022, overall core spending on Health (current and capital) is set to increase from €20,261 million 

to €21,374 million. Of this total, approximately €20,955 million relates to HSE allocations. Within the 

sector, €10 billion has been allocated for pay and pensions in 2022. 

  

MYER 2021 
€m 

Budget 2022 
€m 

NRRP and 
COVID €m 

Total €m 

Gross Voted Current Expenditure €19,356 €20,384 €750 €21,134 

Gross Voted Capital Expenditure €905 €990 €70 €1,060 

Total Gross Voted Expenditure €20,261 €21,374 €820 €22,194 

 

While COVID-19 related spending is set to decrease by over €1 billion in 2022, a further €800 million 
will be provided to continue the Health sector’s management of the pandemic, mostly to meet the 
costs associated with issues such as vaccination, test and trace, and PPE and the HSE Winter Plan. 
This is split as €750 million in current expenditure and €50 million in capital allocations. In addition, 
€200 million is to be held in reserve to meet any unexpected funding requirements by the 
Department of the HSE related to COVID. 
It should be noted, that despite the reduced need for measures linked to the pandemic, over €1 

billion of the additional funding earmarked for pandemic relief in 2021 has been incorporated into 

the Health Vote’s base expenditure for the coming year. In part, this may illustrate the challenge in 

distinguishing between COVID and non-COVID healthcare spending. 

Overview 
Due to the manner in which HSE funding is allocated, it is difficult to analyse the funding allocation 

for 2022. While the Minister has outlined certain spending areas where spending will be allocated, 

the bulk of HSE money (€14 billion) is drawn down through one Health subhead and as such, limited 

scrutiny is possible at this time. 

Areas highlighted by the Minister include an additional €200 million to the HSE and €50 million to 

the National Treatment Purchase Fund (NTPF) to address increased patient waiting lists. €300 million 

in HSE funding “New Measures” aimed at modernising and expanding the health service delivery has 

also formed part of this budget, though according to the Department of Health correspondence with 

the PBO, the HSE currently has almost €373 million in unspent funding from 2021 relating to this 

same spending area.10 

Direct funding for Sláintecare has not increased in this budget and remains at €22.6 million for 2022 
– though this area is more closely linked to policy development and managing implementation 
rather than directly impacting patient outcomes. Issues exist in identifying spending commitments 
which are directly linked to the functional implementation of the policy.  Sláintecare implementation 
will necessitate funding areas to conduct reform – long term this may pose significant challenges to 
ensure such funding is used to implement necessary reforms rather than simply being absorbed into 
service delivery in those areas. 

 
10 Department of Health correspondence to the PBO, October 2021 
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However, some measures have been announced which are linked to the principles of Sláintecare 

delivery. These include €45 million to improve health affordability through expanded free GP care 

for 6- and 7-years olds, reduced Drug payment Scheme Threshold (from €114 to €100), and other 

measures.  

€31 million is to be provided for Women’s Health investments including free contraception for 
women aged 17-25, Maternity and Gynaecology Strategies, and addressing period poverty. Disability 
services have been allocated a further €55 million including funding for measures aimed at removing 
inappropriately homed younger people with disabilities from adult nursing homes.    
 
Core capital expenditure will see an increased provision in 2022 of €85 million, bringing the total 

estimate spend next year to €990 million. Much of the specific announcements within the Budget 

2022 statement related to the funding of existing projects or projects due to be completed in 2022. 

Despite the impact of the cyber-attack on HSE systems in May 2021 and immediate costs of €100 

million - and estimates of overall costs to the Health Service of approximately €500 million11 – there 

is no specific provision in the budget related to mitigating or addressing the issue of cyber-security. 

Additional capital funding of €35 million has been allocated to Information Systems for Health 

Agencies, though how much is related to improving ICT infrastructure and security is unknown. 

 

  

 
11 Cost of HSE cyber-attack ‘could rise to half a billion euro’. Irish Independent, June 2021  

https://www.independent.ie/breaking-news/irish-news/cost-of-hse-cyber-attack-could-rise-to-half-a-billion-euro-40572038.html
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Housing, Local Government and Heritage 
The Revised Estimates for Public Services 2021 (December 2020) provided for an estimated gross 

spend of over €5.1 billion in 2021 on Vote 34 Housing, Local Government and Heritage. This 

spending was primarily associated with one programme, Housing. This programme was funded by 

€1.28 billion in current spending and more than €1.8 billion in capital spending representing almost 

61% of the allocation of Vote 34. Among other things, this spend was intended to secure 18,250 

social housing units through current funded programmes and 10,300 social housing units though 

social housing capital programmes. The impact of the pandemic on the construction sector and 

housing delivery is likely to have been severe – with below profile capital spending of €310 million at 

end-September likely arising due to delays in delivery of housing stock.12 It is important to remember 

that up to 10% of a Vote’s capital allocation may be carried over to the following year if unspent (this 

is referred to as deferred surrender). As such the capital allocation set out for 2022 may not reflect 

additional funds carried over from 2021 which will be set out in the Revised Estimates for Public 

Services in December. 

Figure 15: Projected Housing Output (new build) 2022 - 2030 

 

Source: Department of Housing, Local Government and Heritage, Housing for All: A new Housing Plan 

for Ireland (September 2021) p.32. 

 

The delivery of housing stock is to be supported through average annual investment of €4bn through 

a combination of “€12 billion in direct Exchequer funding, €3.5bn in funding through the Land 

Development Agency (LDA) and €5bn funding through the Housing Finance Agency (HFA).”13 The 

National Development Plan 2021-2030 (October 2021) sets out gross capital spending in Housing, 

Local Government and Heritage of €3.4 billion in 2022, with annual increases to 2025, with capital 

spending forecast to exceed €4 billion at that stage.14 

 
12 PBO, Fiscal Monitor – Expenditure to September 2021: A visual presentation and analysis of expenditure 
(October 2021). 
13 Department of Housing, Local Government and Heritage, Housing for All: A new Housing Plan for Ireland 
(September 2021) p.23. 
14 Department of Public Expenditure and Reform, National Development Plan 2021-2030 (October 2021) p.44. 
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https://assets.gov.ie/109157/98bf8dc3-ee67-4d4f-af0d-dbaf01513587.pdf
https://assets.gov.ie/197237/29edec3e-6664-4e62-86b2-af2e77f2f609.pdf
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https://bit.ly/3myUnsN
https://assets.gov.ie/197237/29edec3e-6664-4e62-86b2-af2e77f2f609.pdf
https://assets.gov.ie/200358/a36dd274-736c-4d04-8879-b158e8b95029.pdf
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Figure 16 – Programme A: Housing 2018 -2020 (outturn) and 2021 - 2022 Estimates 

 

Source: DPER Databank (2018 – 2020); Department of Public Expenditure and Reform, Budget 2022: 

Expenditure Report (October 2021) p.226. 

 

Additionally, the housing capital programme in 2022 provides for €20 million to “continue the 

remediation of homes affected by pyrite under the Pyrite Remediation Scheme. In addition, funding 

for the remediation of homes affected by defective concrete blocks has been increased to €40m.”15 

In his speech, the Minister for Public Expenditure and Reform stated that “the Government will bring 

forward proposals in the coming weeks for a significantly enhanced scheme to address this 

important issue [households impacted by defective Mica building blocks].”16 The cost of MICA 

remediation has been estimated at €1.4 billion; however, amendments to the scheme could drive 

costs higher by €1.8 billion depending on the extent to which the scheme is modified. Additionally, 

costs could grow further if all non-residential buildings impacted were also to be incorporated within 

the scheme.17 It is not yet clear if amendments to the scheme (and the likely increases in cost 

therefrom) have been incorporated within the capital spending set out under the Vote. 

 

  

 
15 Budget 2022: Expenditure Report (October 2021) p.117. 
16 ‘Statement by the Minister for Public Expenditure and Reform Michael McGrath TD on Budget 2022’ (12 
October 2021). 
17 Department of Housing, Local Government and Heritage, Report from the Working Group on the Defective 
Concrete Blocks Grant Scheme (September 2021) p.68. 
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https://assets.gov.ie/201256/3efe3b32-a9d5-41bd-a2ed-41387528b8cc.pdf
https://assets.gov.ie/201256/3efe3b32-a9d5-41bd-a2ed-41387528b8cc.pdf
https://assets.gov.ie/201256/3efe3b32-a9d5-41bd-a2ed-41387528b8cc.pdf
https://www.gov.ie/en/speech/09ec3-statement-of-the-minister-for-public-expenditure-and-reform-michael-mcgrath-td-12-october-2021-budget-2022/
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwi7qNryh8LzAhUCQEEAHSFfBA4QFnoECAUQAQ&url=https%3A%2F%2Fassets.gov.ie%2F200490%2Fe586d7f3-f6d9-4c4b-9f4e-555289b3742d.pdf&usg=AOvVaw2L-H2x0meOl1CjUqP-A9ym
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwi7qNryh8LzAhUCQEEAHSFfBA4QFnoECAUQAQ&url=https%3A%2F%2Fassets.gov.ie%2F200490%2Fe586d7f3-f6d9-4c4b-9f4e-555289b3742d.pdf&usg=AOvVaw2L-H2x0meOl1CjUqP-A9ym
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Social Protection 
 

Social Protection (Vote 37) 
The Expenditure Report 2022 outlines spending measures in the region of €22.3 billion in core 

expenditure planned for the Department of Social Protection for 2022.18 This change in core 

spending (not including COVID related ‘temporary’ allocations), is a 1.5% increase compared to 2021. 

This is also over and above what was outlined in the Mid-Year Expenditure Report (MYER) for 2021 

by €320 million.  

Several key messages in relation to the nature of supports in Social Protection are apparent. The 

estimate for COVID-19 Pandemic Unemployment Benefit is projected to decrease by 98% in 202219 

from €3,323 million to €75 million in line with the intention to wind down support by April 2022. The 

Minister for Finance, in his presentation to the Dáil, indicated that inflation for 2022 is expected to 

rise to 3.7% and increases to a range of welfare supports are intended to mitigate the impact from 

issues that are impacting the upward inflationary movement (caused by a rise in oil prices, shipping, 

transport and supply chain bottlenecks, labour shortages, and rising energy costs).  

Some of the most notable increases in payments are outlined below. The full suite of measures has a 

total costing of €558.3 million for 2022.  

• An increase in the weekly rate of all pension payments to those aged over 66 by €5. This has 

a cost to the Exchequer of €179.3 million with a start date of January 2022.  

• A €5 increase to the weekly rate of payment for working age recipients which includes a full 

€5 increase for young jobseekers. The cost to the Exchequer is estimated to be €196 million 

with a start date of January 2022.  

• A €5 increase to the Fuel allowance with a commencement date for October 2021. This will 

have a cost of €55.8 million to the Exchequer.  

• An increase to the Living Alone Allowance by €3 per week to be implemented in January 

2022, costing the Exchequer €36 million.  

• An increase to income disregard for Carer’s Allowance from €332.50 to €350 for a single 

person and from €665 to €750 for a couple. This is estimated to cost the Exchequer €7.7 

million with an implementation date of June 2022.  

• An increase to the Working Family Payment threshold by €10 with an implementation date 

of June 2022. This is estimated to cost in the region of €11.5 million in 2022.  

• An increase to the weekly rate for Qualified Child (aged 12 and over) by €3 is set to cost 

€17.9 million in 2022. The increase to the weekly rate for a qualified child (aged under 12) by 

€2 per week is set to have a cost of €21.4 million for 2022.  

• The Back to School Clothing and Footwear Allowance to increase by €10 costing €2.6 million 

in 2022. The implementation date for this is June 2022.  

• Hot School Meals Pilot Programme to be extended to the remaining DEIS primary schools 

that expressed an interest in this scheme. This costing for this for 2022 is €3 million with an 

implementation date of January 2022.  

• An increase to the Wage Subsidy Scheme for people with disabilities by €1 per hour, with an 

implementation date of January 2022, would cost the Exchequer €3.6 million in 2022.  

 
18 Budget 2022: Expenditure Report (October 2021) p.47. 
19 Budget 2022: Expenditure Report (October 2021) p.232. 

https://assets.gov.ie/201256/3efe3b32-a9d5-41bd-a2ed-41387528b8cc.pdf
https://assets.gov.ie/201256/3efe3b32-a9d5-41bd-a2ed-41387528b8cc.pdf
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Table 1: Expenditure Broken Down by Administration and Programme 

 FREV 2021 €000 Expenditure Report Oct 
2021 €000 

Change 

Administration 699,481 694,170 -1% 
Pensions 8,825,729 9,121,933 3% 
Working Age-
Income 
Supports 

7,883,018 3,636,011 -54% 

Working Age-
Employment 
Supports 

3,290,654 1,477,118 -55% 

Illness, 
Disability and 
Carers 

4,904,990 4,921,799 - 

Children 2,658,800 2,581,940 -3% 
Supplementary 
Payments, etc 

877,702 907,537 3% 

Total  29,140,374 23,340,508 -20% 

 

Source: Revised Estimates for Public Service (2021) and Expenditure Report (Oct 2021) 

 

 

 

 

 

  

https://assets.gov.ie/134267/96a8af61-53f4-4fe1-baa6-4fa84aee14f6.pdf
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Education  
Spending on Education for 2022 is estimated to be €9.238 billion. This includes core spending and 

measures to cover COVID related supports. Part of the core planning for Education for next year 

involves reducing the pupil/teacher ratio (PTR), increasing the level of SNA’s and special education 

teachers and providing an increased level of support for DEIS schools. Core expenditure for 2022 is 

estimated to amount to an increase of €440 million (Expenditure Report, p47).20 

Key developments for education in 2022 include: 

• 1,165 additional SNA’s at a cost to the Exchequer in 2022 of €12 million; 

• The addition of 980 teachers for pupils with additional needs at a cost to the Exchequer of 

€16 million;  

• An extra 350 teachers to reduce the Primary Staffing Schedule costing €6 million for 2022; 

and  

• An increase in the investment for School Transport costing €30 million for 2022.  

Reductions in the PTR would result in increased teacher numbers if student enrolment were static. 

However, DES projections show declining student numbers in primary level to 2031/2034 

(depending on the projection used) and projects that enrolment at post-primary level will peak in 

the near future (2024) before declining until the end of the projection period in 2038 (and 

potentially beyond).21 It’s not apparent that additional staffing is required to achieve the aim of a 

reduction in the pupil teacher ratio given the projected decrease in student enrolment. The change 

to the PTR at primary level may therefore increase the number of teachers in the short term but will 

have a more general effect of reducing the decline in teacher numbers as enrolment tapers off. 

Assuming the projected trends arise then it is likely that teacher numbers will decline into the 2030s. 

The Estimates for 2022 suggests that the increase from €9.238 billion (2022) is 3% greater than what 

was budgeted for in 2021 (€8,960,901 million). This figure exists to cover Programme Expenditure 

for First, Second and Early Year’s Education. Included in the costing of this figure is an increase in 

Public Service Employees from 90,654 in 2021 to 93,789 – an increase of 3%.  

 

Further and Higher Education, Research, Innovation and Science 
Exchequer pay for Further and Higher Education, Research, Innovation and Science for 2022 is 

estimated to increase by 7% when compared with 2021. This is set against an estimated 2% increase 

in Public Service employees for the same period. Overall, the estimated amount set aside to the end 

of 2022 (including gross Voted Current and Capital Expenditure and the National Training Fund 

(NTF)) is €3,736 billion. This figure also includes COVID related supports. The provision of additional 

apprenticeships, upskilling and reskilling to meet demographic movement and address the change in 

the labour market is a key aspect of funding for 2022. Many of these opportunities are designed to 

address needs in climate and low carbon areas and address obligations to this aspect of planning. 

Core current expenditure in 2022 will increase by €149 million.22  

 

 
20 Budget 2022: Expenditure Report (October 2021) p.47. 
21 Department of Education, Projections of full-time enrolment: Primary and Second level 2020-2038 
(November 2020).  
22 Budget 2022: Expenditure Report (October 2021) p.47. 

https://assets.gov.ie/201256/3efe3b32-a9d5-41bd-a2ed-41387528b8cc.pdf
https://assets.gov.ie/95003/51f34fa1-c948-4115-abd8-c64366fa4970.pdf
https://assets.gov.ie/201256/3efe3b32-a9d5-41bd-a2ed-41387528b8cc.pdf
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Programme A Skills Development provides for:  

• 6,000 Skillnet places and 1,600 Skills to Advance places will be allocated bringing a cost to 

the Exchequer of €9 million for 2022;  

• 35,000 learners will be able to benefit from green skills modules and additional places on 

Retrofit and NZEB expansion opportunities; and 8,900 places will be made available for Skills 

to Compete. The cost to the Exchequer for these measures will total €79 million for 2022.  

To complement the plan for increased practical training opportunities to meet skill shortages, 

continued support and additional places for (7,000) craft apprenticeships will be available. New 

grants for employers will be available to incentivize apprenticeship activation. The additional funding 

requirement to cover these initiatives will be in the region of €34 million. Abolishing the €200 Post 

Leaving Certificate levy is designed to reduce barriers for entry to third level education.  

Programme B Higher Education provides for funding to support, much like Programme A, the needs 

of an evolving working landscape. An amount of €60 million will be drawn from the Human Capital 

Initiative (from the National Training Fund) to generate increased educational opportunities.  

• 1,500 places on Springboard courses will be made available. This will cost €7 million in 2022. 

• €68m funding for superannuation and additional capacity, including 3,320 additional CAO 

places to meet exceptional demand associated from this year’s Leaving Certificate. 

• Increased funding to students impacted by COVID plus funding to improve access to Higher 

Education and the Student Grant Scheme will require and addition €40 million in 2022.  

• Technological Universities training and support will require an extra €19 million in 2022.  

Programme C Research, Innovation and Science is intended to assist in the development of a 

competitive research and development system. The 2022 allocation to this programme represents 

an increase of €13.5 million on 2021; however, overall this programme is the smallest within Vote 

45, representing just 8.5% of the 2022 allocation. €4 million of this additional funding for 2022 is 

directed at support of the National Grand Challenges programme. 

The 2022 capital allocation to meet core expenditure needs is estimated to cost €538 million. The 

Mid-Year Expenditure Report indicated that a smaller capital allocation for 2022 of €500 million. The 

addition of €38 million towards the National Development Plan (including an additional €4 million 

estimated for the National Recovery and Resilience Plan) brings the estimate for 2022 to the amount 

noted above.23 

 

 

 

 

 

 

 

 
23 Budget 2022: Expenditure Report (October 2021) p.105. 
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Transport 
Out of a total allocation of €3,422 million in 2022, the Department of Transport has been allocated 

the second largest capital spending allocation (behind Housing, Local Government and Heritage) 

with core spending of €2,538 million. With the 2021 COVID related expenditure stripped out, this is 

only a €27 million increase year-on-year. Core current spending on transport is set to increase by 

€43 million on 2021 Estimates to €644 million, though a further €231 million has been allocated for 

continued COVID-19 mitigation measures. Much of this COVID specific funding is aimed at 

supporting public transport operators as demand remains low as a result of the pandemic. 

  

MYER 2021 
€m 

Budget 2022 
€m 

NRRP and 
COVID 

€m 

Total 
€m 

Gross Voted Current Expenditure €601 €644 €231 €875 

Gross Voted Capital Expenditure €2,511 €2,538 €9 €2,547 

Total Gross Voted Expenditure €3,112 €3,182 €240 €3,422 

 

Total capital funding for Active Travel and Greenways (€360 million) and Carbon Reduction and 

Public Transport (€901 million) is, for the first time, at parity with funding for the road network 

(€1,265 million). This reflects commitments in the National Development Plan to prioritise these 

measures over new road projects. The continued increased spending on the Public Service 

Obligation payments – due to COVID - which helps part-fund public transport operators in the State 

makes assessing the true level of investment in this area difficult to assess accurately. It is yet 

unknown how much of the increased supports will be maintained once the effects of the pandemic 

are lessened fully and passenger numbers become more stable.  

The announcement of a measure aimed at reducing public transport costs for persons aged 19 to 23 

by 50% will contribute to an increase in the Public Service Obligation. The potential for increased 

passenger numbers – and therefore fare income – may have an offsetting impact on these costs. The 

cost of this measure is likely to be understated in 2022 as it will not be introduced from January 

2022. As such, the cost of this scheme will rise in 2023 as the first full year costs arise. 

The most significant change in the Vote’s allocation for 2022 – relative to the Programme’s size – is a 

€50 million reduction in funding to Civil Aviation. This is primarily due to the stripping out of COVID 

supports from 2021 and a return to more ‘normal’ funding levels. 
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Budgetary reforms  
 

Green Budgeting  
The government has launched a green tax strategy which seeks to analyse and develop a process for 

green budgeting. The aims of green budgeting are outlined by the Climate Change Advisory Council 

(CCAC), who are tasked with assessing and advising Ireland’s transition to a sustainable green 

economy. These include the binding initiatives and targets, such as committing to reduce emissions 

by 51% by 2030 and to reach net zero emissions by 2050. The initiative focuses on reducing 

greenhouse gas emissions through relevant tax measures, such as carbon tax increasing to €100 per 

tonne by 2030. This paper outlines the domestic and international climate action policy challenges 

facing Ireland. Green budgeting practices must be effective to achieve Ireland’s climate and 

environmental goals. 

 

Equality Budgeting  
There is a commitment in the Report on Tax Expenditures as part of Budget 2022 to develop and 

improve the process of Equality Budgeting as part of future budgets. Equality Budgeting commits to 

assessing the potential budgetary impact from an equality perspective going forward. 

 

https://assets.gov.ie/201243/56e364cf-9bfc-4993-b405-e34784b0c4bc.pdf
https://assets.gov.ie/201243/56e364cf-9bfc-4993-b405-e34784b0c4bc.pdf
https://assets.gov.ie/201242/11081bca-2d8f-4298-b56d-b40853127fab.pdf

