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Key Points 

 Social protection systems are primarily intended to provide income support and, in 

doing so, they prevent poverty and social exclusion. 

 Social protection schemes may be contributory (social insurance), and non-

contributory (often means-tested) social assistance. The Irish system consists of 

income supports comprising social insurance payments, social assistance payments, 

and universal payments.  

 Expenditure on social protection in Ireland is financed by the Social Insurance Fund 

(SIF), which is funded by PRSI contributions, and through general Government 

expenditure.  

 In Ireland, pensions are the largest category of social welfare expenditure, followed by 

illness, disability and caring. Social protection constitutes 20%–25% of total 

Government expenditure.  

 Compared to EU-27 member states and OECD countries, Ireland spends less money on 

pensions (a function of Ireland’s demographic structure) and relies more heavily on 

means-tested social assistance, rather than social insurance. 
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1. Introduction to the Irish Social Protection System 

The purpose of this document is to provide a background to the Irish Social Protection system for the 

Members of the Commission on Taxation and Welfare.  

This covers the following four main areas:  

 An introduction to social protection in its various forms, and the rationale behind it. 

 A short outline of the operation and scale of Ireland’s social protection system, and the 

payments and services it provides, with a focus on working age aspects of social protection. 

 A brief international comparison of Ireland against EU-27 member states and OECD countries.  

 The potential impact of labour market developments on social protection. 

 

2. Executive summary 

Social protection is a set of measures that a society provides to its members to protect them from 

poverty and social exclusion due to a lack of income caused by unemployment, old age, disability, 

maternity, and insufficient family support, particularly for children and adult dependants. The Irish 

social protection system covers a range of contingency-based income supports. 

Although not the largest expenditure category in the social protection system, income supports to 

jobseekers, as well as the role of the Public Employment Service in facilitating a return to work, are 

the crux of the interaction between the taxation and welfare systems. Jobseeker payments are 

conditional on the requirement to be genuinely seeking work, which distinguishes them from most 

other social protection payments. 

The purpose of a social protection system is to act as a safety net for those in need of income support 

to reduce the risk of poverty and social exclusion. As well as smoothing incomes and boosting 

aggregate demand for goods and services after an employment shock, it mitigates risk to any one 

individual through contributory social insurance schemes and social assistance schemes. 

Social protection systems are rooted in international agreements (most recently in the Sustainable 

Development Goals), the European Semester process, and national strategies and targets. 

The principal economic argument for social protection is its mitigation of risk. By pooling risks and 

insuring the individual against these risks, social protection stimulates economic growth by facilitating 

people to undertake more adventurous labour market activities with greater returns. 

There are a number of types of social protection provision:  
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 Social assistance: means-tested, based on household assets and income. 

 Social insurance: based on social insurance contributions made over previous years. 

 Universal payments: paid regardless of means or contribution history. 

Out of close to €21 billion allocated to the Department of Social Protection (DSP) in 2019 (latest annual 

data available), just over €8 billion was spent on pensions, €4.5 billion on illness, disability and caring, 

and €2.5 billion on child-related payments.  

As measured by expenditure, the largest single scheme is the State pension (contributory), followed 

by Child Benefit, Disability Allowance and Jobseeker’s Allowance. 

Over the past ten years, this expenditure has amounted to between one fifth and one quarter of 

general Government expenditure. As a proportion of gross national income over the past ten years, 

social protection expenditure has ranged between 7.6% and 14.9%. 

This translates to some two million recipients of payments, with approximately 650,000 receiving 

pensions, 700,000 receiving child-related payments and 400,000 receiving illness, disability and caring 

payments (see the tables that follow for precise values). 

Compared to EU-27 member states and OECD countries, Ireland spends less money on pensions (a 

function of Ireland’s demographic structure) and relies more heavily on means-tested social 

assistance, rather than social insurance, payments. 

 

3. Social protection systems and their purpose 

3.1.1 Definition and scope 

Social protection is defined as the set of policies and programmes designed to reduce and prevent 

poverty and vulnerability across the life cycle (World Social Protection Report 2017-191). It is a set of 

measures that a society provides to its members to protect them from poverty and social exclusion 

due to a lack of income caused by unemployment, old age, disability, maternity, and insufficient family 

support, particularly for children and adult dependants.  

Social protection includes nine main areas:  

 child and family benefits,  

 maternity protection,  

                                                           
1 International Labour Organization, World Social Protection Report 2017-19: Universal social protection to 
achieve the Sustainable Development Goals (2017) 

https://www.ilo.org/global/publications/books/WCMS_604882/lang--en/index.htm#:~:text=Flagship%20Report-,World%20Social%20Protection%20Report%202017%2D19%3A%20Universal%20social%20protection%20to,achieve%20the%20Sustainable%20Development%20Goals&text=Based%20on%20new%20data%2C%20it,public%20expenditures%20on%20social%20protection.
https://www.ilo.org/global/publications/books/WCMS_604882/lang--en/index.htm#:~:text=Flagship%20Report-,World%20Social%20Protection%20Report%202017%2D19%3A%20Universal%20social%20protection%20to,achieve%20the%20Sustainable%20Development%20Goals&text=Based%20on%20new%20data%2C%20it,public%20expenditures%20on%20social%20protection.
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 unemployment support,  

 employment injury benefits,  

 sickness benefits,  

 health protection,  

 old-age benefits,  

 disability benefits, and  

 survivors’ benefits. 

The outer boundaries of social protection may be difficult to discern with absolute clarity. There may 

be some overlap between the ordinary functions of the State (e.g. health care provision2) and social 

protection measures (which include some health-related aspects in Ireland). 

 
3.1.2 Basis for social protection systems 

Social protection systems are rooted in international agreements (most recently in the Sustainable 

Development Goals (SDG)3), the European Semester4 process, and national strategies5 and targets. 

Articles 22 and 25 of the Universal Declaration of Human Rights (1948) enunciate a right to social 

security and a decent standard of living, including access to essential social services (such as health 

and education) and protection from difficult circumstances that may be beyond people’s control (such 

as unemployment, sickness, disability, and old age). 

The Sustainable Development Goals set global targets across eight domains, and more specific sub-

targets, 169 in total. A large proportion are related to social protection, of which the three below are 

examples6:  

 SDG target 1.3: Implement nationally appropriate social protection systems and measures for 

all, including floors, and by 2030 achieve substantial coverage of the poor and the vulnerable. 

 SDG target 8.5: By 2030, achieve full and productive employment and decent work for all 

women and men, including for young people and persons with disabilities, and equal pay for 

work of equal value.  

                                                           
2 As an income-related universal benefit requiring income and asset-related contributions, the financing of 
long-term care through the Nursing Home Support Scheme shares some characteristics of a social protection 
scheme. 
3 https://sdgs.un.org/goals 
4 The European Semester provides the framework for steering and monitoring EU countries' economic and 
social reforms to reach the Europe 2020 targets. The challenges and proposed solutions are reflected in the 
Country-specific Recommendations. 
5 Roadmap for Social Inclusion 2020-2025 
6 For more on Ireland’s progress towards its targets, see Ireland's Sustainable Development Goals (SDGs) data 
hub. 

https://sdgs.un.org/goals
https://ec.europa.eu/info/business-economy-euro/economic-and-fiscal-policy-coordination/eu-economic-governance-monitoring-prevention-correction/european-semester_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1591720698631&uri=CELEX:52020DC0507
https://assets.gov.ie/46557/bf7011904ede4562b925f98b15c4f1b5.pdf
https://www.gov.ie/en/policy-information/ff4201-17-sustainable-development-goals/
https://irelandsdg.geohive.ie/
https://irelandsdg.geohive.ie/
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 SDG target 10.4: Adopt policies, especially fiscal, wage and social protection policies, and 

progressively achieve greater equality. 

 
3.1.3 The rationale for social protection 

Social protection plays a major role in smoothing incomes and boosting aggregate demand for goods 

and services after an employment shock. In this way, it bolsters economic growth, as well as acting as 

an automatic stabiliser, protecting and enhancing human capital and productivity, contributing to 

inclusive growth and facilitating structural change. 

For those of working age, social protection systems serve to temporarily replace income lost to periods 

of unemployment, injury, disability, sickness or maternity. In cases where earnings from employment 

are insufficient to avoid poverty or social exclusion, social protection measures intervene to provide a 

floor below which income will not fall. It also facilitates participation in employment and provides 

pathways to restoring people's earning capacity after any of the above contingencies. 

The principle economic argument for social protection is its mitigation and sharing of risk. While some 

exposure to risk is unavoidable, this exposure, as well as the ability to cope, varies over the life cycle. 

Risk is unequally distributed across individuals. By pooling risks and insuring the individual against 

these risks, social protection allows people to undertake more adventurous labour market activities 

with greater return, which stimulates economic growth7. An additional consequence is that, in the 

absence of social protection as a means of support, wage demands would rise if workers provided 

against future risk at the level of the individual rather than at the aggregate societal level. 

 
3.1.4 Ancillary benefits 

As well as its function as an automatic stabiliser, the expansion of effective coverage may contribute 

to a move away from the shadow economy and towards the formal economy by providing clear 

benefits to registered employment, as opposed to informal labour, and an increased incentive to 

engage with administrative systems of social insurance contributions etc. 

Finally, where groups of countries co-operate on social protection at a regional level, whereby social 

insurance contributions in one country to translate to social insurance benefits in another, we can 

                                                           
7 Acemoglu D. and Shimer R., Efficient Unemployment Insurance, Journal of Political Economy, 
Vol. 107, No. 5 (October 1999). 
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expect an improvement in labour market mobility, leading to superior job matching and, 

consequently, economic growth.8 

 

4. Types of social protection  

Social protection systems address the policy areas listed above by a mix of contributory schemes 

(social insurance) and non-contributory (often means-tested) social assistance. The Irish system is 

primarily a system of income supports divided into three main types of payments comprising: 

• Social insurance payments (e.g. the contributory State pension) 

• Social assistance payments (e.g. Disability Allowance) 

• Universal payments (e.g. Child Benefit) 

 
4.1.1 Social insurance 

While engaged in insurable employment, including self-employment, workers make pay-related social 

insurance (PRSI) contributions into the Ireland’s single national universal social security scheme, the 

Social Insurance Fund (SIF), and accrue social insurance benefits that are payable from it.  

The benefits accrued under social insurance act as a buffer against the economic shock of 

unemployment, illness or injury, boost demand in periods of recession or weak growth, and provide 

income security in old age through the largest social insurance scheme, the State contributory 

pension. 

There are two key principles related to social insurance – the contributory principle and the solidarity 

principle. The contributory principle relates to how people make contributions – compulsory 

payments made on earnings – during the economically active phase of their lives, which entitle them 

to future benefits paid out of a fund of the contributions. 

The solidarity principle is recognition of the long-standing social contract between employers, 

employees, the self-employed and the State. Social insurance contributions are collected over time 

from income and then redistributed to provide income support for contributors who, at a given point, 

are facing one of a set of contingencies covered under social insurance (e.g. unemployment, illness, 

caring responsibilities or reaching pension age). 

 

                                                           
8 See OECD Economic Surveys: European Union, 2012, for a discussion of how pension rights and entitlements 
are often not portable across borders in EU member states and how this hampers efficient labour market 
functioning. 

https://www.oecd-ilibrary.org/economics/oecd-economic-surveys-european-union-2012_eco_surveys-eur-2012-en
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4.1.2 Social assistance 

Social assistance payments apply to those who do not satisfy the conditions for a social insurance 

payment (principally, an insufficient PRSI contribution record to qualify for the equivalent social 

insurance payment). Social assistance is designed to cover gaps in the social welfare system not 

covered by social insurance. Social assistance payments are means-tested.  

Eligibility for certain social assistance payments can also depend on an applicant’s circumstances. In 

addition to a means test, the applicant must prove habitual residence9 in the State for most social 

assistance payments (but not social insurance payments). Examples of social assistance payments 

include Jobseeker’s Allowance, One-parent Family Payment, Farm Assist, and the State non-

contributory pension. 

 
4.1.3 Universal payments  

Universal payments are provided regardless of a person’s means or social insurance contributions. 

Claimants for these payments must satisfy specific rules dependent on their personal circumstances.  

A small number of universal payments exist in the Irish social protection system, with the main 

examples being Child Benefit and the Free Travel scheme. Child Benefit is paid at a flat rate to all 

people with a child dependant living with them, regardless of means. The Free Travel scheme is 

available to all over 66 years of age who are legally resident, and permanently living, in the State.  

 

4.2 Units on which social protection is based in Ireland 

The Irish social protection system is based on the individual but takes account of household structures. 

Social assistance payments are generally paid according to a means test, which is assessed on the basis 

of the household income rather than just that of the individual. For those who are married, in a civil 

partnership or cohabitating, the means of the spouse, civil partner or cohabitant are also taken into 

account.    

The corollary of this is that the presence of a spouse or partner, and any children, is a factor in 

determining the final payment rate through the payment of extra amounts for adult and child 

dependants. 

Child Benefit is paid to the parents or guardian of each child who normally lives with the claimant and 

is being fully supported by the claimant. The claimant must be habitually resident in Ireland. 

                                                           
9 The habitual residence requirement, in the context of social assistance schemes, is that a person has an 
established right of residence in the State and has a proven close link to the State. 
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4.3 Eligibility criteria  

Eligibility criteria for social protection schemes vary, with the rules set out in legislation and/or 

administrative guidelines. Claimants must satisfy specific personal circumstances set out in the rules 

for each scheme, such as satisfying the habitual residence condition for social assistance schemes, or 

having made a certain number of contributions for social insurance schemes. Other conditions may 

also apply, such as a requirement to be genuinely seeking work in the case of jobseeker claims. 

The minimum age of eligibility for selected schemes are set out in Table 1: 

Table 1: Minimum age of eligibility for selected schemes 

Scheme Minimum age of eligibility (years) 

Child Benefit 0 

Disability Allowance 16 

All other working age payments 18 

Benefit payment for 65 year olds 65 

State pension, Free Travel scheme 66 

Household benefits package 70 

Social welfare pension increase 80 

 

 
4.3.1 Means 

A means test is a set of rules that are used to assess the weekly value of any income savings, assets or 

cash a claimant may have. The means test may not include certain sources of income, known as 

income disregards.  

In the case of social assistance schemes, income and capital (e.g. savings, investments and property 

other than the family home) of the claimant and his/her spouse or partner are taken into account for 

means assessment purposes.  

The purpose of a means assessment is to ensure social welfare expenditure is targeted. The 

assessment of capital reflects an expectation that people with reasonable amounts of capital and 

property are in a position to use that capital, or to realise its value, to support themselves without 

having to rely solely on a means-tested welfare payment. 
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5. Scale of Ireland’s social protection system  

Tables 2 to 4 set out the scale of Ireland’s social protection schemes as measured by expenditure and 

the number of recipients in 2019, the latest full year for which annual data are available, while Figure 

1 gives a snapshot of expenditure and the number of recipients in Quarter 1 2021. 

Table 2: 2019 expenditure (€ million), largest three categories and total 

Expenditure category Expenditure (million) 

Total pensions  €8,214.99 

Illness, disability and caring €4,448.64 

Child-related payments €2,654.79 

Total expenditure €20,909.19 

(Source: Department of Social Protection annual statistics report) 

 

Table 3: 2019 recipients, largest three categories and total 

Expenditure category Number of recipients 

Child-related payments 697,162 

Pensions 649,339 

Illness, disability and caring 399,768 

Total recipients 2,078,057 

(Source: Department of Social Protection annual statistics report) 

 

Table 4: Scheme specific expenditure (€ million) 

Scheme name Expenditure (million) 

State pension (contributory) €5,603.13 

Child Benefit €2,102.57 

Disability Allowance €1,705.97 

Jobseeker’s Allowance €1,629.03 

(Source: Department of Social Protection annual statistics report) 
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Figure 1: Expenditure on, and recipients of, selected programmes in Q1 2021 

 
(Source: Department of Social Protection) 

 
 

5.1 Financing social protection 

Expenditure on social protection is financed by the SIF and general Government expenditure, 

approved under Vote 37 - Employment Affairs and Social Protection.  

The SIF funds social insurance expenditure and operates on a pay-as-you-go basis, with the Exchequer 

acting as the residual financier of the SIF where there is a shortfall between income of the SIF and the 

cost of benefits paid out of it. Table 5 outlines the income and expenditure, and the balance between 

the two for the SIF between 2013 and 2021. 

Income to the SIF comes in the form of a combined PRSI rate of 15.05% for most (PRSI class A) 

employees, comprising a 4% rate payable by the  employee and an 11.05% rate payable by the 

employer (the remaining 1% goes to the national training fund). Self-employed workers who earn 

€5,000 or more in a contribution year are liable for PRSI at the class S rate of 4%, subject to a minimum 

payment of €500. 

 

 
 
 
 
 

http://www.gov.ie/dsp/quarterlystats
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Table 5: SIF income, expenditure and surplus/deficit, (€ million), 2013-2021 

Year Category Income Expenditure Surplus/deficit 

2013 Outturn 7,318 8,632 -1,314 

2014 Outturn 7,891 8,431 -540 

2015 Outturn 8,498 8,617 -119 

2016 Outturn 9,217 8,764 453 

2017 Outturn 9,816 9,085 731 

2018 Outturn 10,625 9,491 1,135 

2019 Outturn 11,585 10,016 1,569 

2020 Provisional outturn 10,666 14,102 -3,436 

2021 Revised estimate 11,130 15,345 -4,215 

Source: Tax Strategy Group – 20/04; Pay Related Social Insurance for Self-Employed Workers  and Further Revised Estimate 
considered by Select Committee on Social Protection, 26 May 2021. 

 
 

5.2 Working age income supports and services 

Although not the largest outlay in Ireland’s social protection system, payments to people of working 

age involve the most complex interaction between the tax and welfare systems. 

Unlike recipients of pension payments and beneficiaries of Child Benefit, those in receipt of working 

age income supports also interact with the Public Employment Service (called Intreo). While support 

is available to all those considering joining the labour force, regardless of whether they receive a 

payment, engagement is compulsory for those in receipt of jobseeker payments. 

The level of engagement between the Public Employment Service and jobseekers is at a far higher 

level now than a decade ago. Once registered with the Public Employment Service, jobseekers agree 

a personal progression plan and are required to meet case officers for job search advice and assistance 

at specified periods based on the risk of unemployment persistence. For jobseekers, engaging in this 

process is mandatory, with a reduction in the rate of payment applied as a penalty in the case of non-

compliance. 

Much like other categories of payments, jobseekers payments can be based on social insurance 

contributions (Jobseeker’s Benefit) or means-tested (Jobseeker’s Allowance). Ireland’s count of 

jobseeker claims (called the live register) includes both types of payments as well as those who receive 

no payment but who receive credited contributions to protect their social insurance record. Those in 

https://www.gov.ie/en/publication/fdd38-budget-2021-tsg-papers/
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receipt of jobseeker payments may also work part-time, up to three days in a seven-day period, and 

receive a partial unemployment payment in respect of the days without work.10 

Should jobseekers require additional training, they can be referred to the training courses provided 

under the national training authority, SOLAS. Eligible jobseekers may also participate in public 

employment programmes (Community Employment, TÚS) and education programmes (Back to 

Education Allowance) and employers who hire long-term unemployed people may be entitled to 

subsidies (JobsPlus). Table 6 outlines the number of people participating in a selection of these 

programmes at points in 2019, 2020 and 2021. 

Table 6: Number of people participating in various programmes, March 2019, 2020 and 2021 

Programme name March 

2019 

March 

2020 

March 

2021 

    

Back to work enterprise allowance 5,764 3,786 2,487 

Short-term enterprise allowance 310 276 156 

Part-time job incentive 272 158 239 

TÚS 6,303 5,339 4,018 

Community employment 21,479 21,132 19,313 

SOLAS full-time training 5,641 5,027 5,095 

Vocational training opportunities scheme (VTOS) 2,947 2,704 2,152 

Total 51,349 45,269 39,797 

Source: CSO, LRM14. 

 

5.3 Pensions  

The State pension can be either contributory (based on social insurance contributions) or non-

contributory (means-tested). The extent to which it is supplemented by occupational pensions varies, 

but, in line with the ‘Roadmap for Pension Reform 2018 – 2023’, there is a commitment to develop 

and implement State-sponsored auto-enrolment 11 in occupational pensions to reduce the number of 

people solely reliant on the State pension. 

                                                           
10 Once those signing for credited contributions and those in part-time work are removed, the number of 
claims broadly tracks the number of people estimated to be unemployed using the ILO criteria in the Labour 
Force Survey. 
11 Automatic enrolment retirement savings system 

https://www.gov.ie/en/service/412714-community-employment-programme/
https://www.gov.ie/en/service/de6a8b-tus-community-work-placement-initiative/
https://www.gov.ie/en/service/418e3f-back-to-education-allowance/
https://www.gov.ie/en/service/418e3f-back-to-education-allowance/
https://www.gov.ie/en/service/eecbb7-jobsplus/
https://data.cso.ie/
https://www.cso.ie/en/statistics/labourmarket/labourforcesurveylfs/
https://www.cso.ie/en/statistics/labourmarket/labourforcesurveylfs/
https://www.gov.ie/en/consultation/1816502908-automatic-enrolment-retirement-savings-system/%23automatic-enrolment
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Until 2018, a person’s State pension (contributory) entitlement on reaching State pension age was 

calculated using a yearly average approach, with the total number of contributions paid or credited 

divided by the number of years between entering insurable employment and the last full year before 

pension age. This has now changed, so that the rate of benefit payable is the greater of the entitlement 

under the yearly average approach and the entitlement under the interim total contributions 

approach. The total contributions approach is based on the totality of a person’s paid and credited 

social insurance contributions history prior to State pension age, including a new home caring credit 

of up to 20 years for those who took time out of paid employment for caring roles. An entitlement to 

receive the greater of the yearly average or total contributions approaches is available to all people 

who reached State pension age on or after 1 September 2012. 

Pensions are the largest outlay of the social protection system accounting for almost 40% of total 

social welfare expenditure in 2019.  Given Ireland’s age distribution, funding pensions represents a 

challenge as the population ages and life expectancy increases or remains at current levels as the 

number of people entitled to a pension, and the duration over which they will receive it, both 

increase.12 

The Commission on Pensions has been tasked with considering a range of pension-related issues and 

the Commission on Taxation and Welfare will be informed by the outcome of this work. 

 

5.4 Illness, disability, and carers  

Social protection supports for those with illness or disability, and those with caring responsibilities, 

account for the second largest category of expenditure in the social protection system, accounting for 

21% of social welfare expenditure in 2019.13  

There are a variety of benefits available including Illness Benefit, Disability Allowance, Carer’s 

Allowance, Invalidity Pension and Disablement Benefit. Receipt of some of these payments is either 

on a contributory basis and based on PSRI contributions, or means-tested. In order to access some 

illness and disability benefits, there is a requirement to have a doctor’s certification or medical 

examination to confirm eligibility respectively.  

                                                           
12 The value of the accrued to date liability in respect of social security pension schemes has been calculated at 
€359.2 billion, or 181.9% of modified GNI*, as at 31 December 2018. This figure represents the central 
estimate of the present value of all expected future payments to current and former contributors of working 
age in respect of contributions to date, plus the liability for all future payments to current pensioners entitled 
to State pension (contributory), widow's, widower's or surviving civil partner's (contributory) pension and 
invalidity pension. 
13 See Table 2: 2019 expenditure (€ million), largest three categories and total 

https://www.gov.ie/en/campaigns/f9ae8-pensions-commission/
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Table 7: Summary of the main social welfare schemes relating to illness, disability, and caring 

Scheme name Social insurance Social assistance 

Blind Pension   

Carer’s Allowance   

Disability Allowance   

Domiciliary Care Allowance   

Carer’s Support Grant   

Carer’s Benefit    

Disablement Benefit   

Illness Benefit   

Injury Benefit   

Invalidity Pension   

Medical Care Scheme    

(Source: Department of Social Protection Statistics, 2019) 

 
People in receipt of illness, disability and caring payments have varying levels of labour market 

attachment. Given the social insurance contribution requirement, those in receipt of the short-term 

Illness Benefit typically have a strong attachment to the labour market. In contrast, the employment 

rate for people with disabilities was 22.3% in Census 201614. To aid their employment opportunities, 

the EmployAbility service is a specialised employment support service for people with disabilities.  

 

6. International comparisons 

6.1 Comparisons of social protection income and expenditure 

Figure 2 shows expenditure on social protection benefits by function as a percentage of total social 

protection expenditure for Ireland and the EU-27 average.  

 

 

                                                           
14 The Roadmap for Social Inclusion 2020-2025 includes the ambition to increase the employment rate of 
people with disabilities to 33% by Census 2026. 

https://assets.gov.ie/46557/bf7011904ede4562b925f98b15c4f1b5.pdf
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Figure 2: Expenditure on Social Protection Benefits by Function as a percentage of total Social 
Protection Expenditure (2018) 

 

(Source: Eurostat15) 

 

In 2018 (latest available data), as a proportion of total social protection expenditure, Ireland’s 

expenditure was below the EU average for old age and survivors and disability, and above the EU 

average expenditure on sickness and healthcare, family/children, unemployment, and housing and 

social exclusion. To some extent, expenditure on categories of social protection is determined by 

demographic factors and Ireland’s age profile is younger than that of the EU. 

Figure 3 shows expenditure on means-tested social protection benefits as a percentage of total 

expenditure on social protection benefits in 2018 for EU-27 Member States, the Euro area and the 

European Economic Area.  

 

 

 

                                                           
15https://ec.europa.eu/eurostat/statistics-explained/index.php/Social_protection_statistics_-

_social_benefits#Means-tested_benefits  
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Figure 3: Expenditure on means-tested social protection benefits, 2018 (% of total expenditure on 
social protection benefits) 

 

(Source: Eurostat) 

 
In 2018 (latest available data), Ireland had the second highest expenditure on means-tested social 

protection benefits as a percentage of total expenditure on social protection benefits compared to 

other EU member states – only Denmark has a higher percentage. 

Compared to the EU average, Ireland’s social insurance contributions are low as a proportion of gross 

domestic product or modified gross national income (see Table 8). 

Table 8 Social contributions as a percentage of gross domestic product or modified gross national 
income, 2018     

Latest available 

year 

 
Social Contributions as % of 

GNI* 

Social Contributions as % of 

GDP 

2018 Ireland 10.11%  

2018 EU-27  17.00% 

2018 EU-28  16.10% 

(Source: Eurostat) 

  

https://ec.europa.eu/eurostat/databrowser/view/spr_rec_sumt/default/table?lang=en
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6.2 OECD comparison on pseudo-coverage rates 

The pseudo-coverage rate is the total number of recipients of a programme relative to the number of 

individuals in some group of interest (usually the group targeted by the programme.)16  

As outlined above, Ireland has a significantly large proportion of recipients of unemployment 

assistance compared to unemployment insurance, with the UK being the only OECD country with a 

higher proportion of recipients of unemployment assistance compared to unemployment insurance.  

 

Figure 4 Recipients of unemployment benefits as % of those unemployed according to the 
International Labour Organization (ILO) definition, 2018. 

(Notes and Source: OECD SOCR database www.oecd.org/social/recipients.htm)  

 
 
 
 
 
 
 
 

                                                           
16 The numerator of the rates shown in Figure 4 is the number of beneficiaries of earnings-related 
unemployment benefits (unemployment insurance, UI) and of non-contributory benefits (unemployment 
assistance, UA) for jobseekers who have exhausted their UI benefit or were not entitled to it. The denominator 
is the number of unemployed individuals (over 15 years old) according to the ILO definition. These rates are 
commonly referred to as "pseudo" coverage rates as the population in the numerator and denominator may 
not fully overlap. Ireland, where jobseeker payments are made to those who are employed part-time and who 
do not meet the ILO definition of unemployment, is a case in point. 
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http://www.oecd.org/social/recipients.htm
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7. The impact of social protection  

The impact of Ireland’s social protection system in respect of its working age provisions can be 

assessed under a number of measures. 

 The AROP (‘at risk of poverty’) rate measures the impact of social transfers in reducing the 

‘at risk of poverty’ rate. The Survey on Income and Living Conditions (SILC), a household 

survey, is the official source of data on household and individual income and provides key 

poverty indicators, such as the ‘at risk of poverty’ rate, the consistent poverty rate and rates 

of enforced deprivation. The ‘at risk of poverty’ rate for 2019 (the latest available data) was 

12.8%.17  If all social transfers and pension income were excluded from income, the ‘at risk 

of poverty’ rate in 2019 would have been 41.4%. The difference between the two rates is a 

measure of the impact of social transfers in reducing the ‘at risk of poverty’ rate. 

 The replacement rate calculates the proportion of in-work income replaced by the social 

welfare system when an individual becomes unemployed. Replacement rates can be 

expressed as a proportion of previous earnings at the individual level, or of fixed points in 

the earnings distribution. Replacement rates vary according to previous earnings levels and 

by household type, as those with adult and child dependants are entitled to a higher rate of 

payment, regardless of previous earnings levels. 

 Benefit coverage rates measure the extent to which jobseekers receive unemployment 

benefits or, in other words, the extent to which the benefit reaches the intended population. 

The receipt of unemployment benefits has a central role in stabilising the incomes of 

jobseekers and facilitating access to employment-support programmes overseen by the 

Public Employment Service. Measures such as the pseudo-coverage rate compares the 

number of people who fit the definition of unemployed under the International Labour 

Organization method and the count of unemployment benefits claimants. 

 Gini coefficients18 before and after tax and welfare. The Gini coefficient can be calculated 

based on the distribution of market income – before the taxation and welfare systems 

intervene – and on the distribution of disposable income, which is income after the 

intervention of the taxation and welfare systems. For Ireland, the 2017 value for the working 

age population decreases from 0.479 (before) to 0.293 (after). Ireland had the highest 

                                                           
17 This rate refers to the share of persons with an equivalised income below a given percentage (usually 60%) 
of the national median income. 
18 A Gini coefficient is a measure of income inequality across the entire population. Its value ranges from 0 to 
1, with 0 representing a state of perfect equality (everybody has the same income) and 1 representing perfect 
inequality (all income is attributed to 1 person). 
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market income inequality in the OECD in 2017, which reverted to the level of the OECD 

average on the distribution of disposable income.19 At 0.288, Ireland’s Gini coefficient in 

2019 was at its lowest in 15 years.20 

 Progression to employment for jobseekers, and the extent to which this progression can be 

attributed to participation in employment support programmes or the activation process 

operated by the Public Employment Service. The Public Employment Service acts to identify 

those at greater risk of long-term unemployment (durations greater than 12 months) and 

refers jobseekers to education, training or employment placement programmes. The 

measurement of the impact of these programmes can lead to an assessment of how the 

Public Employment Service helps jobseekers to return to employment compared to how 

they would otherwise fare.21 

 

8. Labour market developments and impact on social protection 

To ensure effective coverage, a social protection system must adapt to societal changes, demographic 

trends, changing family structures and labour market developments. 

Past examples include:  

 the increase in female labour force participation through the 1990s and 2000s, 

 significant working age immigration over the 2000s, and 

 delays to labour force entry, due to longer periods in education, in the 2010s. 

Long-term changes may include:  

 structural labour market changes due to automation and decarbonisation, which may 

require the Public Employment Service to assist jobseeker in reorienting towards other 

occupations, 

 a potential increase in non-standard forms of work, which may lead to a change in the 

balance between types of social insurance contributions, 

 changes in participation rates, which affects social insurance contributions and revenue, and 

 a larger proportion of the population above pension age, which has implications for how 

older people interact with the labour market, the funding of pension payments and a 

potential increase in expenditure on illness, disability and caring. 

                                                           
19 Source: OECD Income Distribution Database 
20 Source: CSO, SIA47 
21 Table 6 outlines the scale of participation in labour market programmes. Estimates of the counterfactual 
impact of labour market programmes are collated by DSP. 

https://data.cso.ie/table/SIA43
https://www.gov.ie/en/organisation-information/5683a-labour-market-analytics/
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The changes that can, at this stage, be anticipated over the time horizon the Commission is considering 

will be considered at a forthcoming workshop. 

 

9. Conclusion  

This paper provides an overview of Ireland’s social protection system.  

Social protection systems are primarily intended to provide income support and, in doing so, 

preventing poverty and social exclusion. The principle economic argument for social protection is its 

mitigation and sharing of risk.  

Social protection schemes may be contributory (social insurance), and non-contributory (often 

means tested) social assistance. The Irish system is primarily made up of income supports comprising 

social insurance payments, social assistance payments, and universal payments.  

Income supports to jobseekers, as well as the role of the Public Employment Services in facilitating a 

return to work, are the core of the interaction between taxation and welfare systems. 

Compared to EU-27 member states and OECD countries, Ireland spends less money on pensions and 

relies more heavily on means-tested social assistance, rather than social insurance, payments. While 

Ireland has a comparatively high level of market income inequality, Ireland’s tax and social welfare 

systems function together to ensure a significant redistribution of income.   

Expenditure on social protection in Ireland is financed by the Social Insurance Fund (SIF), which is 

funded by PRSI payments, as well as through general Government expenditure. Social protection 

constitutes 20%–25% of total Government expenditure. In Ireland, pensions are the largest social 

welfare expense, followed by illness, disability and carers payments. 

Social protection systems must adapt to societal changes, demographic trends, changing family 

structures and labour market developments. These factors pose a number of challenges to the social 

protection system and members of the Commission may wish to identify if there are any in particular 

they wish to consider further in greater detail.  
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 Additional reading material 

Recommended reading 

 NESC Report 151 On the Future of Social Welfare in Ireland, available here 

This report considers the challenges the social welfare system in Ireland faces due to 

economic, social and demographic changes and makes suggestions as to how the system 

might be changed to adapt to them.  

It provides an overview of underlying concepts, the history and evolution of the Irish social 

welfare system, the challenges, opportunities and potential for reform and the implications 

of Covid-19.  

 2019 Department of Social Protection annual statistics report, available here.  

This Department of Social Protection report provides comprehensive data relating to 

expenditure and recipients on an annual basis.  

This includes data on all social welfare expenditure and recipients, including: payments to 

older and retired people; working-age income support; employment programmes; illness, 

disability and carers supports; and child-related payments.  

 ILO World Social Protection Report 2017-19: Universal social protection to achieve the 

Sustainable Development Goals, available here  

This report provides an overview of recent trends in social protection systems. It analyses the 

current state of social protection for children, for women and men of working age, and for 

older persons. It looks at trends in universal health coverage, sets out regional trends, and 

examines global progress with a view to determining how the sustainable development goals 

may be achieved.  

http://files.nesc.ie/nesc_reports/en/151_Future_Social_Welfare.pdf
https://www.gov.ie/en/publication/02f594-annual-sws-statistical-information-report/
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_604882.pdf

