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The process of reviewing Taxation Measures and 
Expenditures 

Key points 

• Tax expenditures involve decisions to forego tax revenue from a benchmark tax level. 

They are equivalent to Government expenditures- both involve the allocation of scarce 

resources, both aim to achieve Government policy. 

• International good practice requires that tax expenditures should be reviewed 

regularly, and that timely and accurate data should be available in relation to the 

efficiency, efficacy and cost of individual measures. 

• The 2009 Commission on Taxation was asked specifically to examine all tax 

expenditures. That Commission ultimately made recommendations around which tax 

expenditures might be considered part of the benchmark, which should be phased out 

and which needed to be altered. Such an exercise does not form part of the TOR for 

the current Commission. The 2009 Commission also made a number of 

recommendations around improving the process for evaluation of tax expenditures 

many of which have been implemented. 

• Many improvements have been introduced since the last Commission concerning the 

evaluation of tax expenditures including the publication of evaluation guidelines by 

the Department of Finance in October 2014. Since then the EU Commission, the 

Parliamentary Budgetary Office, the Budgetary Oversight Committee have all made 

contributions to the process of reviewing tax expenditures in Ireland. 
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1. Introduction  

The terms of reference ask the Commission to examine the process for reviewing taxation measures 

and expenditures in order to ensure it is aligned with best practice and, where appropriate, make 

recommendations as to how it can be improved.  

Good practice in this area is set by the OECD and largely followed by the EU Commission in setting out 

requirements upon Member States to publish information on tax expenditures.  

A tax expenditure is an item that is not part of the essential structure of the tax system (i.e. that is 

comprised of essential relieving measures and exemptions, for example to make it function equitably 

and efficiently), but has been introduced into the tax code for some other reason, typically to achieve 

certain economic and social objectives, such as to reduce the tax burden for a particular class of 

taxpayer or to promote a particular type of activity.  

2. Executive Summary 

This paper outlines key concepts and considerations in this area, and sets out developments in policy 

since the last Commission on Taxation considered the matter in 2009. The paper details the current 

process in place for the evaluation and reporting of tax measures and expenditures in Ireland and 

highlights recent commentary. 

International good practice suggests that meaningful reporting, analysis and decision-making on tax 

expenditures is facilitated by: 

 Good data (objective, timely, review, collection of tax forgone information) 

 Knowing what is in the benchmark (what is in the tax base?) 

 Appropriate costing (there are three methods). 

It is generally accepted that tax expenditures should be considered as equivalent to direct expenditure 

as they involve Government choices to support policy objectives and therefore equivalent analysis 

and oversight should be applied to the decision making process surrounding them.  

3. What is a tax expenditure? 

A tax expenditure is a measure that is not part of the essential structure of the tax system, but has 

been introduced into the code for some other reason, typically to achieve certain economic and social 

objectives, such as to reduce the tax burden for a particular class of taxpayer. The definition of a tax 
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expenditure, in the Irish context1, draws on an OECD definition and describes a tax expenditure as a 

transfer of public resources that is achieved by  

 Reducing tax obligations with respect to a benchmark tax rather than by direct expenditure;  

or 

 Provisions of tax legislation that reduce or postpone revenue for a comparatively narrow 

population of taxpayers relative to the tax base.  

Tax expenditures reflect a choice by the State to incur a cost (rather than being inherent to the tax 

system). As such, they are considered equivalent to direct Exchequer expenditure.  

A tax expenditure may take the form of a relief, exemption, and deduction from tax due, rate relief, 

deferral or other tax incentive. Some examples of tax expenditures are given below:  

Table 1  Examples of different Tax expenditures 

Type Example 

Relief  CGT Retirement relief provides relief for disposals of 
business and farming assets 

Exemption (Exclusions from the tax base) PRSI exemption > 65 year olds 

Credits (Deduction from tax due) Personal income tax credit 

Rate relief (Reduced rate of tax applied to a class of 
taxpayers) 

Zero rated VAT or  

Deferral Covid-19 business rate deferral 

Tax incentive (measures to encourage behavioural 
change that are not sin taxes) 

Help-to-buy, Home renovation incentive 

Source Secretariat CoTW 

 

Both Revenue and the Department of Finance publish annual data in relation to tax expenditure 

measures.  Revenue publishes annual Cost of Tax Expenditures tables as part of its official statistics 

and open data releases, meaning that the methodologies used are validated against a set of statistical 

criteria reviewed with the Central Statistics Office and that they are made available in open and 

accessible formats2.  

Similarly the Department of Finance has produced annual tax expenditures reports as part of the 

budget process since October 2014. The publication of these annual reports meets obligations under 

Article 14(2) of EU Council Directive 2011/85/EU on requirements for budgetary frameworks of the 

member states, which states: "Member States shall publish detailed information on the impact of tax 

expenditures on revenues." These reports have included costings around the fiscal impact of a range 

                                                            
1 The EU Directive on requirements for budgetary frameworks of the Member States (2011/85/EU) was 
transposed into Irish law by statutory instrument (S.I. No. 508/2013) and it adopts this language. 
2Revenue – Tax Expenditures   

http://www.revenue.ie/en/corporate/information-about-revenue/statistics/tax-expenditures/costs-expenditures.aspx
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of tax expenditures but do not include a number of tax measures such as zero or reduced rate VAT. 

These reports also include results of tax expenditure reviews that have been completed by the 

Department since the previous budget. Both Revenue and the Department of Finance publish different 

classifications of tax expenditure measures. These differences arise due to the definitions applied to 

the classification of tax expenditures by each organisation3. 

3.1 Benchmark  

If tax expenditures are defined as ‘reducing tax obligations with respect to a benchmark tax’ then it 

becomes necessary to define what the national benchmark tax system is, in an Irish context.  

The World Bank and the OECD identify the benchmark tax system as including the rate structure, 

accounting conventions, deductibility of compulsory payments, provisions to facilitate tax 

administration and international fiscal obligations. ‘Choosing a very narrow benchmark would result 

in many provisions of tax law being classified as tax expenditures, while a broader more comprehensive 

benchmark would mean fewer provisions being classified as tax expenditures’4. No two countries 

define their benchmark in the same way. The European Commission has noted: 

Since tax expenditures are a deviation from a benchmark tax system, they are 

generally rather difficult to identify in a straightforward and unequivocal way. For 

example, the same tax relief could be classified as tax expenditure in one country, 

while being considered as a part of the benchmark tax system in another. 

EU Commission, 2014 

The 2009 Commission on Taxation highlighted the difficulty in clearly identifying a benchmark tax 

system, when it indicated that out of a total of 245 tax relieving measures, there were 115 that could 

be regarded as tax expenditures and 130 that it considered were part of a benchmark tax system in 

Ireland. The Commission considered that there are valid reasons why a tax system might need to 

incorporate relieving measures and exemptions, for example to help it function equitably and 

efficiently and to interact with other systems at an international level. Such measures, they asserted, 

while they may reduce the tax base as compared with circumstances where they did not apply, may 

reasonably be regarded as part of the structure of the tax system or, if not inherently structural, are 

desirable elements that make the tax system function efficiently. They considered these tax measures 

to be an essential part of the tax benchmark system and classified them into five categories, as follows:  

                                                            
3 Oireachtas Committee on Budget Oversight – DoF Appearance 22 Jan 2019  
4 Department of Finance, 2010 Finance Act, Report on Tax expenditures 

https://www.kildarestreet.com/committees/?id=2019-01-22a.136
https://taxpolicy.gov.ie/wp-content/uploads/2011/03/Section1ofFA2010ReportonTaxExpenditures.pdf
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Table 2  Five categories of tax expenditure included in the Irish tax benchmark system 
Categories of Tax measure contained within 

the benchmark system 
Explanation/Examples 

Measures that are inherent in the design of 
the tax system including avoidance of double 
taxation 
and complying with international (fiscal) 
obligations together with minor reliefs and 
measures to 
facilitate tax administration 

S153 TCA Non-residents are exempt from income tax on 
dividends from Irish companies 
The tax due on such dividend income is properly payable in 
the country in which the individual is resident.  If Ireland was 
to tax such income relief would ultimately be due for the 
foreign tax paid.   

Those related to the unit of taxation and 
measures that are tax neutral 

S461 TCA Personal tax credits for single and married persons 
for income tax  
S584-587 TCA Capital gains tax is deferred on amalgamation 
or reorganisation of a Company.  Although a group of 
companies are made up of separate legal entities, they are 
not necessarily separate for tax purposes if they have a 
common owner.  In the case of a re-organisation or 
amalgamation within such a group, it would be inefficient to 
tax one and give relief for another when the result is neutral 
within the group itself. 

Deductions in respect of expenses incurred in 
earning income 

S268-282 TCA There is a tax depreciation allowance for 
industrial buildings for income tax or corporation tax 
This reflects the wear and tear arising from the use of the 
building over time. 

Measures related to the State S36-50 TCA Tax exemptions are available for income from 
Government and other public securities 
S607 TCA Various Government and other public securities 
are exempt from capital gains tax 
This reflects an efficiency from the State’s perspective as if 
such items were taxed, they would go to the Exchequer in 
any event. 

Awards by the Court and compensation 
payments 

S189 TCA Income and gains derived from the investment of 
funds received in compensation of personal injury are tax 
exempt where the income represents more than 50% or 
more of total income. 
This reflects the compensatory element of the payments, 
which are not received in advancement or profit or gain in 
the first instance 

Source: Commission on Taxation Report, 2009 

 

When a tax measure is considered part of the benchmark tax system there are a number of 

implications of this classification. If considered part of the benchmark, a tax measure is unlikely to face 

regular review, or to have to meet the requirement to demonstrate a market failure before a tax 

expenditure can be put in place, or renewed. If something is part of the national tax benchmark system 
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then it is not included in a mandatory annual EU report5. Most importantly it is not seen as a political 

or policy choice made by the Government of the day to preferentially support one group of tax payers 

over another.  

The definition of a benchmark tax system is something that varies considerably across jurisdictions 

and there is also a lack of consensus in Ireland regarding which measures should be considered as 

belonging to the benchmark system. For example, while the Department of Finance considers 

personal income tax credits to be a part of the benchmark system, Revenue includes personal income 

tax credits in its reporting on the costs of tax expenditures. The Department of Finance and the 

Revenue Commissioners acknowledged in 20196 that working towards an agreed approach to 

classification of benchmark measures and tax expenditures is something that could be addressed in 

the medium term. To date there has been no action taken to agree this. Lack of clarity around the 

explicit definition of the benchmark in Ireland can lead to a range of difficulties. It can lead to confusion 

around what is a tax expenditure and what is simply a tax measure necessary to make the system 

function. It can lead to uncertainty around the true workload involved in reviewing the tax 

expenditures, and can allow the publication of inaccurate information about the range of tax 

expenditures offered by Ireland in international publications. Most importantly lack of clarity masks 

the true size of the costs of tax expenditures, potentially leading to a lack of transparency in the 

budgetary process around tax expenditure decisions. 

The EU Commission recommend that Member States, in framing the benchmark provide an 

explanation of the main approaches. This reporting should include cost estimates and a broad 

coverage of all areas of taxation incl. social security contributions and local taxes.  

3.2 Optimal tax policy 

As outlined in the Secretariat Working Paper entitled Overview of economic principles and 

fundamentals of a tax system, good tax policy, and hence also tax expenditures should adhere to a 

number of principles including efficiency and equity, neutrality, simplicity, stability, flexibility and 

internal consistency.  

 

 

                                                            
5 The EU Directive on requirements for budgetary frameworks of the Member States (2011/85/EU) was 
transposed into Irish law by statutory instrument (S.I. No. 508/2013) and resulted in the annual publication, 
since 2014 of tax expenditure reports. 
6 Budgetary Oversight Committee Tax expenditures Report, 2019. 
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3.2.1 When is a tax expenditure appropriate? 

The 2009 Commission noted that there were only three occasions on which it would be appropriate 

to introduce a tax expenditure- to correct a market failure, to attract mobile investment and to offset 

shortcomings in other areas of public policy. The Department of Finance guidelines take account of 

these, as long as all ex ante and ex post questions are considered (these concepts are discussed later 

in this paper in more detail- see section 4.2) .Since 2014 Government policy7 has been that tax 

expenditures should not be incurred unless they address a market failure and where a tax expenditure 

is more efficient than a direct expenditure intervention. Certain scenarios exist where tax 

expenditures are preferable to direct expenditure, of course, but they are limited and frequently relate 

to ease of collection issues for example. 

3.2.2 Policy considerations 

There are other policy making principles that tax expenditures must adhere to and these are set out 

below. 

Deadweight (or additionality) refers to an economic concept that attempts to capture the amount of 

activity that would have taken place anyway in the absence of the incentive or scheme. The overall 

benefits associated with a scheme found to have displacement should be adjusted downwards if 

some, or all, of the observed activity would have occurred in the absence of the support. A recent 

examination of the Help to Buy tax incentive concluded that there was substantial deadweight in the 

scheme. 

Displacement refers to a situation where some of the benefits associated with the scheme occur at 

the expense of non-beneficiaries. For example, in a tax context, a decision to offer tax expenditures 

to private home owners for the rent a room scheme may distort behaviours and lead to either a 

retention of accommodation that is too large for their personal needs, which they would otherwise 

sell (at the expense of house hunters where there is limited stock), or charging rent at the threshold 

set by the rent a room scheme (which would impact on renters as it could distort rents from market 

price). Where displacement occurs the net benefits attributed to the scheme must also be adjusted 

downwards. 

3.2.3 Need for regular review 

A key requirement in order to ensure that a tax expenditure is functioning optimally is the need for 

regular review. It assesses that the original market failure is still in existence, that the tax expenditure 

is still performing adequately as regards deadweight and displacement and that the policy has not 

                                                            
7 Medium Term Economic Strategy 2014-2020 

https://www.dfa.ie/media/dfa/alldfawebsitemedia/ourrolesandpolicies/tradeandpromotion/strategy-for-growth-2014-2020.pdf
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become inequitable or has lost its tax neutral stance. Without regular review a tax expenditure can 

persist for an extended period, perhaps even beyond their original policy intention. In some cases, a 

tax expenditure can eventually run counter to current Government policy. An example of this may be 

Private Health Insurance tax relief, which was introduced at a time when, against a background of 

constrained public finances and weak economic growth, it was public policy was to support people 

who could pay for their care in a public hospital to do so 8, and a degree of incentivisation may have 

been appropriate. In the context of the implementation of Sláintecare , which aims to tackle unequal 

access to health care removing the need for large parts of the population to purchase private health 

insurance plans or pay fees to access primary health care, the appropriateness of such reliefs into the 

future could be questioned.   

3.3 Costing Tax expenditures 

There are three generally acknowledged methods of costing tax expenditures. They are: 

 Initial revenue forgone is the reduction in tax revenue upon introduction of the tax 

expenditure, assuming no behavioural change nor interaction effects with other measures. 

 Final revenue forgone is the reduction in tax revenue upon introduction of the tax 

expenditure, with assumptions around behavioural change and interaction effects with other 

measures. 

 Outlay equivalence is the equivalent direct expenditure required to achieve the same after-

tax effect on taxpayer income. 

The method used by the Department of Finance, along with most tax administrations worldwide, is to 

calculate initial revenue forgone as a result of the tax expenditure, primarily due to the administrative 

simplicity of the approach.  

The Parliamentary Budget Office (PBO) notes that because this estimate does not take into account 

behavioural change, abolition of a tax expenditure does not necessarily result in a corresponding tax 

increase, as people’s behaviour may change. The PBO also suggest that consideration be given to using 

a more dynamic cost modelling approach- the final revenue foregone approach which incorporates 

behavioural effects and the interaction of different policy measures. A drawback of this approach is 

its increased complexity, decreased accuracy and it requires up to date, high quality data in order to 

work. The Department of Finance guidelines recognise that the initial revenue forgone method is likely 

to be used in the majority of evaluations, for practical reasons but that where possible evaluations 

may also use either of the other two methods. 

                                                            
8  Health Insurance Authority, The Irish Healthcare System: An Historical and Comparative Review, 2018 

https://www.hia.ie/sites/default/files/The%20Irish%20Healthcare%20System%20-%20An%20Historical%20and%20Comparative%20Review_0.pdf
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3.4 Tax expenditure data 

In addition to difficulties relating to the identification and definition of tax expenditures and 

methodological difficulties associated with costing tax expenditures outlined above, there are 

limitations imposed upon analysts due to data availability.  

3.4.1 Data limitations 

In some cases tax expenditures are in existence for so long that no data is mandated for collection in 

legislation. In others, the users of a tax expenditure are either so small in number, or are themselves 

so large as to render it impossible to report on that tax expenditure without risking identifying the 

taxpayer. This may itself point to problems with the design of the tax expenditures (attracting too 

small an audience or being overly generous to a small number of tax payers). The Department of 

Finance Tax Expenditure Report 2020 estimated that 10% of all tax expenditures have no published 

data and that in a number of cases the information published is many years out of date.  

The self-assessed nature of tax returns means that it can be at best, two years, and at worst four years9 

before information is available, making timely decision-making difficult. Such limitations also make it 

harder to claw back reliefs and puts pressure on the Revenue Commissioners audits after the fact. 

Furthermore the use of a tax expenditure can be subject to some uncertainty, an undesirable quality 

for both expenditure control and also for any recipient. Better design of data collection at the point of 

policy design and implementation along with a review of existing data collection powers could help 

facilitate more timely information provision for the purposes of efficient tax expenditure evaluation. 

3.4.2 Tax Expenditure Definition 

Both the Department of Finance and the Revenue Commissioners publish information on tax 

expenditures, however they use different classifications. Revenue publish all available information on 

tax expenditures (as broadly defined) while the Department of Finance publishes a more formal and 

recent classification of tax expenditures. For reference, the Revenue Commissioners data, which 

contains current as well as historic tax expenditures contains 88 tax expenditures with data for 2018 

worth over €41.8 billion10. The Department of Finance Oct 2020 Tax Expenditure report list contains 

158 (net of measures being phased out) tax expenditures valued at around €8.2billion. The main 

                                                            
9 For example, 2021 filings (which are made 7-9 months after year end) will be available in 2023, as data must 
be cleaned and presented. There is a four year limit for revisions after the filing date which provides a final 
availability date for the information. 
10 Dr. Keith Walsh, PO Revenue Statistics Branch commented at the BOC meeting on 22 January 2019 that 
‘Revenue do not take a view on whether something is part of the benchmark’. He elaborated that Revenue see 
their role as trying to gather the information, the numbers availing, the implications and the cost. He indicated 
that they publish a very broad list of what they call "tax expenditures" but we do not define that relative to a 
benchmark. 
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differences between the two lists are the inclusion of some measures on the Revenue list that are 

considered part of the benchmark system by the Department of Finance. These include Intra-group 

transfers (€12.5b), Capital Allowances used (€9.5b), PAYE credit (€3.6b), Married or Civil Partners 

Credit (€2.5b), Double Taxation Relief (€2.3b), Single Person Credit (€2.2b) and losses brought forward 

(€1.8b). Development of an agreed approach to classification of tax expenditures is a task that could 

be built into the work programmes of both organisations in the medium term. 

Figure 1 below shows the amount of tax forgone in millions by tax head, according to the Department 

of Finance Tax expenditures report 2020. The report itself notes that this is a conservative figure, as 

data is not available in relation to c.10% of the tax expenditures listed and some tax headings only 

have pre-2017 data available. This data also does not include some deviations from the tax base that 

may be considered as tax expenditures, such as zero rated or reduced rates of VAT, which will be 

discussed later in this paper. 

Figure 1: Estimated tax expenditures (€ millions) 

 

Source: Department of Finance, Tax Expenditures Report 2020 

 

Tables 3 & 4 below list the top 10 tax expenditures from the 2020 Report in terms of revenue foregone, 

and the most expensive tax expenditure under each of the 8 categories.  

  

CAT/CGT, €564.90 

Pensions, €1,750.50 

Personal Tax, 
€1,678.80 

Stamp/LPT, 
€1,988.30 

BIK, €16.25 

CT, €413.90 

Excise, €1,628.98 VAT, €130.70 
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Table 3  Highest Cost Tax Expenditure by Category 

Top TE by category Name € million 

CAT/CGT CAT business relief 200.4 

Pensions Employees’          contribution          to          approved 
superannuation schemes 

677.7 

Stamp Duty/LPT Certain          company          reconstructions          and 
amalgamations 

1.7 (billion) 

Local Property Tax Exemptions 13.7 

Benefits-in-Kind Small Benefits Exemption 5 (Estimated) 

Corporation Tax Research & Development  (R&D) Tax Credit 355 

Excise Duty Excise Rate on Kerosene 578.7 

VAT VAT refund to flat rate farmers for construction 83.1 

Source: Department of Finance, Tax Expenditures Report 2020  Figures refer to 2019 or latest year available. 

 

Table 4  Top 10 Tax Expenditures by cost 

 Tax Expenditure Value €m Tax Category 

1 Certain company reconstructions and amalgamations 1,708 Stamp Duty 

2 Employees’   contribution   to   approved superannuation 
schemes 

677.7 Pensions 

3 Exemption of employers’ contributions from employee BIK 658.3 Pensions 

4 Excise Rate on Kerosene 578.7 Excise Duty 

5 Reduced Rate on Marine Gas Oil (MGO) 473 Excise Duty 

6 Excise Rate on Auto-diesel 422.8 Excise Duty 

7 Medical Insurance Relief 355.7 Personal Tax Credits 

8 Research & Development  (R&D) Tax Credit 355 Corporation Tax 

9 Pension Contribution (Retirement Annuity and PRSA 241.3 Pensions 

10 CAT Business Relief 200.4 CGT/CAT 

  Total for the Top 10 5.67(Billion)   

  Total for all Tax Expenditures 8 (Billion)   

Source: Department of Finance, Tax Expenditures Report 2020. Figures refer to 2019 or latest year available. 

 

3.5 Impact of tax expenditures 

Tax expenditures erode the tax base in a manner which must be offset by higher rates of tax or 

additional taxes to ensure the necessary amount of revenue is raised to meet the cost of public 

services. The PBO estimated that revenue forgone under tax expenditures represent an aggregate cost 

estimate of 10% of total tax revenue for 2016 (the last year for which data was available for that 

report), while Dr. Micheál Collins gave evidence to the Budgetary Oversight Committee in early 2019 

(and again in June 2021) that the overall cost could be in the region of €10 to €15 billion per annum. 
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These estimates assume certain deviations from the benchmark tax system are legitimate parts of the 

tax system. The Global Tax Expenditures Database11 contains an estimate of over €47 billion of tax 

forgone from the Irish system overall, however it should be noted that this estimate includes many 

measures considered by Finance to be part of the benchmark system. 

Although such expenditures encourage a person to adjust their economic behaviours in line with 

Government objectives in order to avail of same, by placing a premium on specific behaviours, the 

allocation of resources may be distorted in a manner that departs from equity and neutrality principles 

of a good taxation system.  

Additionally, where tax cost associated with an asset declines as a result of a tax expenditure, the 

value of the asset increases. This is known as tax capitalisation. For example, if rental income on a 

particular asset was subject to a lower tax charge as a result of a tax expenditure, the tax saving would 

be reflected in the future cash flows associated with that asset, thus increasing the value of the rented 

asset.   

Poorly designed expenditures can give rise to the following consequences:  

 Encouraging persons to engage in artificial steps in order to avail of benefits in a manner that 

does not align with the objective of the expenditure.  

 Providing benefits to persons who would have engaged in the incentivised activity whether or 

not the expenditure existed (often referred to as deadweight). 

 

4. Evaluation of Tax Expenditures – changes implemented since 2009 

4.1 2009 Commission on Taxation 

Both the 1980s12 and 200913 Commissions on Taxation were critical of the use of tax expenditures and 

the perceived lack of control thereon. Both recommended that direct Exchequer expenditure be 

incurred where possible instead. The 2009 Commission highlighted strong reasons for this bias in 

favour of direct Exchequer expenditure recommending that it allows for a better analysis of need to 

be carried out by the Government before implementation, costs are more immediately apparent and 

controlled and it is easier to evaluate the effectiveness of the measure.  

                                                            
11 https://gted.net/  
12 First Report on the Commission of Taxation – Direct Taxation – July 1982 – Tax Expenditures 
13 Commission on Taxation - 2009 Report - Part 8 Review of Tax Expenditures 

https://gted.net/
https://fiscal.ie/app/uploads/2015/10/First-Report-July-1982.pdf#page=44
https://researchrepository.ucd.ie/bitstream/10197/1447/1/Commission_on_Taxation_Report_2009.pdf#page=240
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The 2009 Commission reached its conclusions by carrying out a detailed analysis of tax expenditures 

and ultimately developing a template of conditions and questions that should be considered when 

introducing or extending a tax expenditure. The Commission made a judgement that 130 tax 

expenditures, which they listed, should be considered as part of the base, or benchmark tax system. 

As a result of a decision to include tax measures in the benchmark, those measures are not expected 

to be regularly reviewed, nor to prove a market failure, nor must they be included in the annual report 

on tax expenditures prepared in line with EU Budgetary rules, discussed in further detail in Section 4.2 

below.  

The analysis of the 2009 Commission in conjunction with the impetus to broaden the tax base on foot 

of the economic crash of the late 2000s led to the Government of the 31st Dáil committing to a more 

critical policy stance towards the use of tax expenditures. The Medium-Term Economic Strategy for 

2014-202014 (“the MTES”) of that Government, set out a number of principles concerning tax 

expenditures along with a significant increase in the number and scope of evaluations of tax 

expenditures undertaken internally by the Department of Finance.   

On foot of the above developments, the Department of Finance adopted a set of guidelines for tax 

expenditure evaluation which were published in the Report on Tax Expenditures in October 201415. 

Most of the recommendations of the 2009 Commission in relation to Tax expenditures were included 

in the guidelines. 

4.2 Department of Finance Tax Expenditure Guidelines, 2014 

The 2014 guidelines set out good practice for ex ante (before implementation) and ex post (after 

implementation) evaluation of tax expenditures. They seek to explain the role and key economic 

features of tax expenditures in an Irish policy context and to set out the limited circumstances in which 

tax expenditures should be used as a policy tool. They set out how the Department of Finance 

intended to approach the evaluation of tax expenditures, either before the tax expenditure is 

introduced or in reviewing a tax expenditure that is already in existence. They establish the key 

economic principles governing the evaluation of tax expenditures (neutrality and market failure) and 

those governing evaluation (deadweight, displacement and opportunity costs). 

 

 

 

                                                            
14 A Strategy for Growth – Medium-Term Economic Strategy 2014-2020 
15 Report on Tax Expenditures 

https://www.dfa.ie/media/dfa/alldfawebsitemedia/ourrolesandpolicies/tradeandpromotion/strategy-for-growth-2014-2020.pdf
http://www.budget.gov.ie/budgets/2015/documents/tax_expenditures_oct14.pdf
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4.2.1 Levels of Tax expenditure evaluation set out in the 2014 Guidelines 

The guidelines anticipate that the scope of evaluation should be proportionate to the size and 

objectives of the tax expenditure. The guidelines summarised the level and frequency of examination 

in the table below. 

Table 5  Levels of expenditure evaluation 
Estimated 

Annual Cost 
Level Ex Ante Ex Post Time Limit/Review 

Between 
€1m and 
€10m 

Level 
1 

Ex Ante assessment and 
identification of criteria for ex post 
evaluation 

Application of ex 
post criteria 

Five years to review 

Between 
€10m and 
€50m 

Level 
2 

Detailed assessment- scenario- 
based analysis or similar and 
statement of proposed methods and 
data requirement for full ex post CBA 

Full ex post CBA Five years to trigger 
review. Interim 
review after three 
years if annual costs 
exceed €25m 

Greater than 
€50m 

Level 
3 

Full ex ante CBA and statement of 
methods and data requirements for 
full ex post CBA 
Pilot scheme if possible 

Full ex post CBA Interim review after 
three years 

Source: Department of Finance Tax Expenditure Guidelines 2014 

 

In line with the principal established by Government in the Medium Term Economic Strategy 2014-

2020 (MTES) that all tax expenditures should be time limited. The guidelines further provided that 

there were circumstances which would necessitate a faster ex post review, including a change of 

government policy, expansion of the number and size of (tax or non-tax) supports in a sector or 

significant deviation between ex ante cost estimates and scheme outturn costs.  

The 2014 guidelines envisaged that all tax expenditures would be examined over a 5 year period16. 

Implementation of this review timetable has not been possible during the 7 years since the publication 

of the guidelines with the Department of Finance calling out the resource and/or practical constraints 

which can limit the amount of review work that may be carried out by, or on behalf of, the Department 

in any one year. A summary of the expenditure reviews completed since 2014 is set out in section 4.3. 

4.2.2 Evaluation questions 

In line with best practice, the 2014 guidelines include a number of key questions to be answered in 

the course of the regular ex ante evaluation of new tax expenditures include the following: 

1. What objective does the tax expenditure aim to achieve? 

                                                            
16 This is implicit in the text- there is no indication in the 2014 guidelines that there was a pool of tax expenditures 
that need not be examined at least every 5 years. 
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2. What market failure is being addressed? 

3. Is a tax expenditure the best approach to address the market failure? 

4. What economic impact is the tax expenditure likely to have? 

5. How much is it expected to cost? 

These questions should all be answerable in relation to existing tax expenditures, however ex post 

evaluations should also be able to answer the following additional questions: 

1. Is the tax expenditure still relevant? 

2. How much did the tax expenditure cost? 

3. What was the impact of the tax expenditure? 

4. Was it efficient? 

The guidelines noted gaps in the data available on tax expenditures at that time and made 

recommendations around collecting more and better data in order to facilitate more efficient reviews. 

The guidelines remain the reference work on tax expenditure evaluation in Ireland. 

4.3 Annual Tax expenditures Reports 

The EU Directive on requirements for budgetary frameworks of the Member States17 is the relevant 

EU legislation relating to Tax expenditures. The legislation adopts the OECD definition of a tax 

expenditure (as recommended in the Commission on Taxation Report 2009) and commits to the 

annual publication of detailed information on the impact of tax expenditures on revenues. 

This obligation on Member States to publish information on the impact of tax expenditures in the 

context of the Budgetary Frameworks Directive was driven by the non-regular publication of 

information about tax expenditures previously available18 across the EU. This was seen as acting to 

both hinder the effectiveness and efficiency of fiscal policy making by Member States, and to render 

the identification of possible improvements to fiscal and tax arrangements more difficult. 

The Department of Finance meets these obligations through the publication of annual tax expenditure 

reports alongside the budget and also includes estimated costs of tax expenditures on an aggregate 

basis for inclusion in the economic and fiscal forecasts prepared by the Department (published twice 

yearly as part of the Stability Programme Update (SPU) and the Budget). 

 

                                                            
17 The EU Directive on requirements for budgetary frameworks of the Member States (2011/85/EU) was 
transposed into Irish law by statutory instrument (S.I. No. 508/2013). 
18 Tax expenditures in direct taxation in EU Member States, European Commission, 2014 
http://ec.europa.eu/economy_finance/publications/occasional_paper/2014/pdf/ocp207_en.pdf  

http://ec.europa.eu/economy_finance/publications/occasional_paper/2014/pdf/ocp207_en.pdf
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4.3.1 Tax expenditures reviewed since 2014 

The table below lists the tax expenditure reviews published by the Department of Finance since the 

publication of the Tax expenditure guidelines in 2014. The cost figures are taken from the 2020 Tax 

expenditures review report published on Budget day. Most costs are from 2019, but in certain cases 

marked with an * the costs are taken directly from the review mentioned. 

Table 6  Tax expenditure reviews published since 2014 

Year 

published 

Review Title Tax 

Head 

Annual 

Cost 

(2019) €m 

2020 Review of the Accelerated Capital Allowance scheme for Energy 
Efficient Equipment 

CT 3.7 

2020 Review of stamp duty Consanguinity Relief  SD 29 

2020 Analysis of High-Income Individuals' Restriction 2018 (Revenue)  IT 26.6 

2020 Review of Residential Development (stamp duty) Refund Scheme SD 9.1 

2020 Review of stamp duty Farm Consolidation Relief SD 0.6 

2019 Review of Section 604B – Capital Gains Tax Relief for Farm 
Restructuring (2019 Cost)  * 

CGT 1.6 
 

2019 Report of the Office of the Revenue Commissioners: Analysis of the 
Special Assignee Relief Programme (SARP) 

IT 28.1 

2019 Indecon Review of the Special Assignee Relief Programme (SARP) IT 28.1 

2019 Review of the Home Carers Tax Credit IT 90 

2019 Indecon Review of the Foreign Earnings Deduction (FED) IT 5.4 

2019 Indecon Evaluation of the Revised (CGT) Entrepreneur Relief CGT N/A 

2018 Progress Implementation Update of the Agri-taxation Review 2014  340 

2018 The independent (Indecon) evaluation of the Employment and 
Investment Incentive (EII) and Start-Up Refunds for Entrepreneurs 
(SURE) 

IT 14.5 
0.8 

2018 Review of the Application of Stamp Duty to the Stocks and 
Marketable Securities of Irish Incorporated Companies 

SD (200-400) 

2018 A Cost Benefit Analysis of Section 481 of the TCA 1997 (Relief for 
investment in films) 

CT 49.2 

2018 Indecon Ex-Post Cost-Benefit Analysis of the Help to Buy Incentive  143 

2017 Revenue Commissioners Review of the Operation of the Dwelling 
House Exemption (CAT) 

CAT 50.1 

2017 Summary of Indecon Impact Assessment of the Help to Buy Tax 
Incentive 

 143 

2016 Economic Evaluation of the R&D Tax Credit CT 355 

2016 Review of appropriate treatment for tax purposes of trade union 
(2016 costs) subscriptions and professional body fees  (2020 costs) 

 39.5 
3.75 

2016 Income averaging for artists IT N/A 

2016 Review of the Living City Initiative IT 0.2 

2016 Review of taxation of share based remuneration (SRSOT, APSS, SAYE 
and ESOT) 

IT 5.3 

2015 Review of the Single Person Child Carer Credit IT 99.1 

2015 Review of the Artists’ Tax Exemption IT 10 

2015 Report on the Outcome of Public Consultation on the Potential of 
Taxation Measures to Encourage Development of Zoned and 
Serviced Land 

 No cost 
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2015 Review of Relief from Tax for Certain Start-up Companies – section 
486C Taxes Consolidation Act 1997 (2013 Cost) 

 4.9 

2015 Knowledge Development Box (2015 cost from ex ante review)  €50m 

2015 Marine Tax Review (summary) (2016 costs)  2.12 

2015 ESRI Report: Tax Breaks and the Residential Property Market 
(summary) 

 No cost 

2015 Tax and Entrepreneurship Review (summary)  No cost 

2014 Agri-taxation review- report of working group (2014 costs)  340 

2014 Review of Foreign Earnings Deduction IT 5.4 

2014 Review of employment and Investment Incentive and Seed Capital 
Scheme (EII & SCS- costs given are for SURE) 

IT 14.5 
0.8 

2014 Review of SARP IT 28.1 

2013 Review of Ireland’s R&D Tax credit CT 355 

2013 Cost Benefit Analysis of Living City Initiative IT 0.2 

    

Source: Department of Finance Tax Expenditure Reports 20214-2020. Costs as at 2020, where available, otherwise figures as 
reflected in original report. 

 

Since the commencement of the regular publication of information on tax expenditures, between €1.5 

and €1.6billion has been reviewed, out of an estimated €8.2billion revenue forgone (Department of 

Finance estimate). In some cases, (Help to Buy, SARP and R&D tax credit) there have been multiple 

reviews while many of the largest tax expenditures by cost have never been reviewed (for example 

Personal tax credits, Pension tax credits, Excise Rate on Auto-diesel, Exemption from tax of certain 

social welfare payments).  

In some cases no regular data is collected or published on the amount of revenue forgone, either 

because it was not a requirement under legislation when the tax credit was put in place, because it is 

not covered by a ‘such other information as revenue may require’ condition in the legislation or to 

avoid identifying small numbers of taxpayers using the expenditure. Similarly the Department of 

Finance has also acknowledged19 that some tax expenditures have been in place for considerable time 

to the extent that have become part of the “benchmark” tax system. Examples in this regard would 

be the CGT Principal Private Residence Relief and the Stamp Duty relief concerning transfers between 

spouses/civil partners (section 96 of SDCA1999) which, while listed by the Department of Finance as 

tax expenditures, may be seen by many as elements of a benchmark tax system.  

4.3.2 Likelihood of recommending cessation of a tax expenditure 

Since the 2014 guidelines were published, tax expenditure reviews are made up of a mixture of cost 

benefit analysis carried out under contract by an external company and those reviews carried out in-

house by the tax policy teams themselves. Conclusions are more likely to be explicitly included in the 

externally sourced reports and rarely conclude that a tax expenditure should cease. Whilst 

                                                            
19 Tax Expenditures – Tax Strategy Group Paper July 2019 

https://assets.gov.ie/19128/c3533669a4d948e282476b72d79f7785.pdf
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Department officials would regularly make recommendations regarding the cessation or alteration of 

a tax expenditure these would be contained in advice provided to the Minister. This is not unexpected, 

as the decision to extend or alter a tax expenditure is a policy decision and responsibility rests 

ultimately with the Minister.  

4.4 Oireachtas scrutiny of Tax Expenditures  

4.4.1 Parliamentary Budget Office (‘PBO’) Briefing Paper 2018 

In 2018, the Parliamentary Budget Office (‘PBO’) published a Briefing paper “Tax Expenditure in 

Ireland: Key issues for consideration”. The PBO’s paper “examines tax expenditures in Ireland and 

specifically, how tax expenditures are defined, costed and reviewed, and emphasises certain key 

issues in respect of each of these three areas. It further provides an overview of three existing tax 

expenditure reviews and highlights certain forthcoming reviews.” 

The paper, noting that the revenue foregone under tax expenditures is approximately equivalent to 

10% of total tax revenue (based on 2016 figures) calls for “a routine review of tax expenditures to 

ensure they remain fit for purpose, are cost effective and do not outlive their usefulness”. 

They also advise that a more detailed consideration of such expenditures be included as part of the 

wider Budget scrutiny process.  

The four key messages/issues for consideration set out in the PBO’s briefing paper relate to; 

1. defining the benchmark system;  

2. methods for costing tax expenditures;  

3. data accessibility and transparency; and,  

4. systematic review and evaluation. 

4.4.2 Budgetary Oversight Committee Report on Tax Expenditures 2019 

Building upon the report prepared by the PBO in 2018, the Budgetary Oversight Committee (‘BOC’) 

conducted an examination of tax expenditures. Both the Department of Finance and Revenue were 

invited to appear before the BOC as part of this examination and the Committee published a report in 

2019 on tax expenditures20.  

The report provides a general overview of tax expenditures and the level of scrutiny of them, looks at 

the Department’s 2014 guidelines, analyses the data provided to the Committee by the Department 

after its appearance before the BOC and examines the issue of sunset clauses, before finishing with 

                                                            
20 Committee on Budgetary Oversight - Report on Tax Expenditures 2019  

https://www.oireachtas.ie/en/press-centre/press-releases/20190408-budgetary-oversight-committee-report-calls-for-department-to-review-tax-expenditures-put-sunset-clauses-in-place/
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an examination of international best practice, and how Ireland compares. The report draws four 

Conclusions and makes eight Recommendations. 

The BOC also identified a role for itself in carrying “out timely and effective scrutiny of the process for 

the review and evaluation of tax expenditures managed by the Department of Finance, and to put 

forward recommendations to improve and enhance this process” (page 18 of the BOC report). 

The four conclusions reached by the Committee were as follows: 

(i) Ireland is not alone in lacking a formal process in place for the parliamentary 

scrutiny of existing tax expenditures. This is the case in many parliaments across 

the European Union. 

(ii) Making international comparisons on the size and scale of tax expenditures can 

be challenging because of how they are defined. 

(iii) Since the 2009 Commission on Taxation Report, significant progress has been 

made by the Department of Finance in carrying out regular reviews and 

evaluations of tax expenditures. However it has been acknowledged by all 

stakeholders that further work needs to be done.  

(iv) The provision by the Department of Finance of a list of all existing tax 

expenditures including the date of reviews carried out and information on sunset 

clauses is a positive development and provides a useful starting point for the 

Committee’s work in this area.  

The eight recommendations made in the Report (separate to the conclusions) relate to the provision 

of annual updates by the Department, better alignment of Revenue and Department reporting 

formats, provision of further information in relation to reviews and in particular, where reviews have 

not been carried out and the publication of scrutiny of budget measures (ex-ante and ex-post). The 

report also recommends that that the Department of Finance review its existing guidelines regarding 

the evaluation of tax expenditures with a view to implementing a rigorous and regular system of 

reviews for tax expenditure measures 

4.4.3 Department of Finance response 

In its opening statement to the Budgetary Oversight Committee in January 201921, the Department 

noted that they share the view of the PBO that tax expenditures represent a significant and non-trivial 

annual cost to the Exchequer. They also hold the view that, in general, the direct spending route 

                                                            
21 
https://data.oireachtas.ie/ie/oireachtas/committee/dail/32/committee_on_budgetary_oversight/submissions
/2019/2019-01-22_opening-statement-joe-cullen-principal-officer-tax-division-department-of-finance_en.pdf 

https://data.oireachtas.ie/ie/oireachtas/committee/dail/32/committee_on_budgetary_oversight/submissions/2019/2019-01-22_opening-statement-joe-cullen-principal-officer-tax-division-department-of-finance_en.pdf
https://data.oireachtas.ie/ie/oireachtas/committee/dail/32/committee_on_budgetary_oversight/submissions/2019/2019-01-22_opening-statement-joe-cullen-principal-officer-tax-division-department-of-finance_en.pdf
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should always be considered first where the State wishes to support a particular activity and that tax 

expenditures generally should be seen as equivalent to direct public spending.  

The Department pointed out that the OECD describe the final revenue loss method of costing tax 

expenditures as being widely impractical and noted that Member States most often use a calculation 

of the revenue forgone (as Ireland do) out of necessity. 

In relation to Data limitations, the Department pointed out significant progress has been made since 

the Commission on Taxation review in 2009, pointing to data published by Revenue Commissioners 

on the Help-to-Buy scheme and the Home Renovation initiative however significant gaps remain. 

In relation to systemic review and evaluation, the Department is supportive in principle of 

implementing the recommendations proposed, however it notes that there can be resource or 

practical constraints which can limit the amount of review work that can be carried out in any on year. 

The Department also confirmed that all new tax expenditures since the 2014 guidelines contained 

statutory sunset clauses which ensure periodic reviews. 

Importantly, as mentioned in the section relating to the Benchmark above, the Department and the 

Revenue Commissioners acknowledged at the hearing that working towards an agreed approach to 

classification of tax expenditures is something that could be addressed in the medium term. To date 

there has been no action taken to agree this. 

4.4.4 NESC Commentary on Tax Expenditures  

The NESC report on the Future of Social Welfare22 contained some analysis of tax expenditures, making 

a number of observations on the contribution that tax expenditures could make to the sustainability 

of the social welfare system. The council believes that tax expenditures with a social purpose (such as 

pension and health insurance tax relief) should be capped as an additional way to raise funding, for a 

number of reasons. Firstly, they find them expensive and regressive suggesting that data illustrates 

that they benefit wealthier members of society to a greater extent. 

Secondly, NESC argue that certain tax expenditures support dual provision of services, such as private 

pensions, and privately sourced healthcare. In turn, dual provision results in unequal access to 

services, thereby reinforcing the impact of inequalities based on income. 

The NESC report also reported on the Developing the Welfare System report23 from 2005 which 

‘argued for the need to reduce tax expenditures on social spending, such as private health and pension 

                                                            
22 http://files.nesc.ie/nesc_reports/en/151_Future_Social_Welfare.pdf 
23 https://www.nesc.ie/publications/the-developmental-welfare-state/ 
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coverage, as these expenditures are regressive and can lead to the development of a dual welfare 

system’. 

5. VAT 

Value Added Tax (VAT) related tax expenditures represented only 2% (€130 million) of total tax 

foregone in the 2020 Tax Expenditures report however this does not include the cost of decisions 

relating to the application of zero or reduced rates of VAT.  

VAT is a general broadly based consumption tax assessed on the value added to goods and services. 

It applies, more or less, to all goods and services that are bought and sold for use or consumption in 

the European Union. Accession to the European Community by Ireland in 1973 was dependent upon 

the introduction (in 1972) of a VAT system. This was required in order to support the functioning of 

an efficient single market in Europe and ensure that there was no deliberate or accidental subsidising 

of exports by overestimating the taxes refundable on exportation. At the time of accession Ireland 

secured a number of derogations from the VAT directive, along with a number of ‘special’ rates, many 

of which are retained to this day. These special rates take a number of forms and can be seen as tax 

expenditures, as they constitute a decision to forgo a portion of a tax from the benchmark tax system. 

5.1.1 VAT rates in Ireland 

VAT rates in Ireland are as follows: 

 Ireland has a 23% standard VAT rate, which applies to an estimated 53% of economic activity 

including cars, petrol, diesel, alcohol, tobacco, electrical equipment 

 Reduced rate of 13.5% applies to 34% of activity, including fuel used for heat or light, 

construction, housing, holiday accommodation, restaurants, labour intensive services and 

general repairs and maintenance. 

 Reduced rate of 9% applies to 1% of activity including digital and print newspapers and 

periodicals and sporting facilities. 

 Super reduced rate 4.8% applies to livestock by registered farmers. 

 Flat rate additions- (currently) 5.6% applies to farmers who do not charge VAT and cannot 

recover input VAT, but they charge VAT and retain it. 

 Zero rate accounts for 12% of activity and applies to most food, books, children’s clothes and 

shoes and oral medicines. 

 Exempt services include transport, water, education, financial services, schools and hospitals, 

services provided by charities, etc. 
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Figure 2  Historic VAT rates in Ireland 

 

Source: Department of Finance, Tax Strategy Group Paper on VAT 2020 

 

It is very difficult to estimate yield impacts in the event that a change is made to a VAT rate, as VAT is 

collected fractionally (it is made up of a series of partial payments whereby taxable persons deduct 

from the VAT that they have collected the amount of tax they have paid to other taxable persons on 

purchases for their business activities.) however the TSG paper contains some estimates for raising 

the most common VAT rates: 

Table 6  Estimates of VAT rate change in Ireland, 2021 

Rate  1% increase/ decrease 

9% Reduced rate +/- €87m 

13.5% Reduced rate +/- €243m 

23% Standard rate +/- €442 m 

Zero rate increased Yield 

0% to 5% €491m 

0% to 9% €884m 

0% to 13.5% €1,327m 

0% to 23% €2,260m 

Source Department of Finance TSG paper 2021- draft 

 

Making changes to the VAT rate system is complex, for example, changes to the zero rate mean that, 

once moved, it would not be possible under EU VAT law to revert them back to the zero rate. The VAT 

directive only allows for two reduced rates so in the event that a 5% rate was used it would impact on 

what other rates Ireland was able to retain. 

An often cited reason for reduced VAT rates and VAT-exempted goods/services is the promotion of 

equity, as lower-income households tend to spend a larger share of income on goods and services 

such as food and public transport. Other reasons include encouraging the consumption of “merit 
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goods” (e.g., books and newspapers), promoting local services (e.g., tourism), and correcting 

externalities (e.g., clean power). 

The EU Commission, the OECD and others have, on an ongoing basis, recommended broadening the 

VAT base and narrowing the scope of reduced rates to stabilize VAT revenues. However, the 

Department of Finance notes24 that increasing VAT rates may negatively affect inflation (all rates), 

employment (13.5% rate), the less well-off (0% and 13.5% rates) and impact on cross-border trade 

(0% and 23%). This general point of view does not preclude the Commission’s consideration of these 

issues and policy changes have previously been made which run counter to a number of the arguments 

referred to above where it made sense to do so (e.g. excise on Tobacco/Alcohol). Comparative 

international statistics indicate that significant improvement of the system is possible.  

5.1.2 Comparative VAT Statistics in Europe 

In order to give some international context to the discussion on VAT in Ireland, the information below 

from the OECD shows the proportion of total taxes derived from consumption taxes in each of the EU  

member states in 2019.  

Figure 2: Consumption taxes as a share of total taxation in the EU 

 

Source: OECD data for 2019 

 

                                                            
24 Department of Finance, Tax Strategy Paper VAT, 2020 
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Another useful way of looking at VAT systems, against neighbouring countries is using the Revenue 

Ratio. It looks at the difference between the VAT revenue actually collected and collectable VAT 

revenue, assuming VAT was applied at the standard rate on all final consumption. The difference in 

actual and potential VAT revenues is due to two things-firstly, policy choices to exempt certain goods 

and services from VAT or tax them at a reduced rate, and secondly deficiencies in VAT compliance. For 

example a ratio of 1 indicates that all final consumption is levied at the standard rate and that there 

is no VAT evasion or avoidance. 

Based upon 2019 data the VAT Revenue Ratio ranks Ireland 20th out of 27 OECD members analysed in 

Europe. This ranking is due to the relatively high number of items qualifying for zero or reduced rates 

of VAT. 

Figure 3: VAT Bases in OECD countries in Europe 

 

Source: Tax Foundation calculation based upon OECD data 

 

5.1.3 Reduced rate VAT incidence in EU countries 
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Ireland, along with four other countries (AT, BE, LU, PT) retains what is known as a ‘parking rate’ of 

VAT. This was intended to be a temporary situation in 1991 when a major VAT directive (1991) was 

adopted to ease the transition to a standard rate on goods covered by these rates, with the intention 

that it would be phased out over time. This has not happened. 

Unusually, in Ireland there is a super reduced rate of 4.8% solely for the sale of livestock. Ireland, along 

with 4 other countries (FR IT, LU, ES) in Europe have a super reduced rate of VAT. 

5.1.4 VAT tax expenditures 

The Department of Finance tax expenditure paper in 2020 contained 5 VAT related tax expenditures. 

In total these five tax expenditures cost an estimated €130m. While recalling the warning note 

sounded by the Department around the impact of any increase in a VAT rate, it is interesting to note 

that the estimate of VAT forgone on zero rated goods, if they were moved to the reduced rate (13.5%) 

is ten times that tax expenditure figure at €1,327million. 

6. Conclusion 

Over the last 12 years there have been broad and significant advances in terms of how tax 

expenditures are viewed, discussed, evaluated and presented both internationally and specifically in 

Ireland. In Ireland, this work commenced in earnest by the 2009 Commission on Taxation. The 2009 

Commission provided a clear set of recommendations around defining the appropriate benchmark tax 

system and around the retention, reform or phasing out of specific tax expenditures. This work has 

been built on by the publication of guidelines for Tax Expenditure Evaluation by the Department of 

Finance in 2014 which adopted many of the recommendations of the 2009 Commission.  

The Department of Finance guidelines expected that, resources permitting, all tax expenditures would 

be reviewed over a five year time frame. At the very least, the guidelines anticipated that the larger 

tax expenditures (worth more than €50m) would undergo ex post Cost Benefit Analysis on an interim 

basis at least after 3 years. It is clear that, seemingly due to data and resource limitations, many of the 

largest tax expenditures in the state have not been reviewed since the guidelines were published and 

the systematic review of expenditures may not occur for some time. 

Specific tax expenditure evaluations over the years also recommended an improvement in the quality 

and timeliness of data published on tax expenditures. While the Department’s opening statement to 

the Budgetary Oversight Committee in 2019 noted that data collection and publication had improved 

hugely since the last Commission on Taxation, the Department’s own tax expenditure report in 2020 

noted that over 10% of all tax expenditures still contain no costings and structural issues suggest that 

the collection of data on many tax expenditures will be difficult due to statutory and other limitations. 
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 Proposals for the Commission- forward looking 

This is a technical area, where the Commission could add substantial independent value to the 

organisation and administration of tax expenditures. Areas the Commission might look at include  

 What data limitations are impacting on the process of reviewing tax expenditures and what 

could be done about them? 

 What further framing of the Irish tax benchmark system would be useful in ensuring an 

effective, transparent process for reviewing tax expenditures?  

Suggested Public consultation questions:  

 How do you think the process of reviewing tax measures and tax expenditures is currently 

functioning? 

 How do you think the process of tax expenditure review could be improved? 

 If tax expenditures are defined as a decision to forgoe tax revenue from a benchmark, how 

well defined do you think the benchmark is in Ireland? How could this be improved?  
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 Additional reading material 

Additional reading 

Commission on Taxation Report, 2009 

Parliamentary Budget Office, Tax Expenditure issues for consideration, 2018 

Budgetary Oversight Committee Report on Tax Expenditures, 2019 

Budgetary Oversight Committee debates 22 January 2019 and 24 June 2021 

EU Commission, Tax expenditures in direct taxation in EU Member States, December 2014 

OECD, Tax Expenditures in OECD Countries, January 2010 

Department of Finance, Report on Tax Expenditures, incorporating Guidelines for Tax expenditure 

evaluation, October 2014 

Department of Finance, Report on Tax Expenditures, 2015 

Department of Finance, Report on Tax Expenditures, 2016 

 Department of Finance, Report on Tax Expenditures, 2017 

 Department of Finance, Report on Tax Expenditures, 2018 

 Department of Finance, Report on Tax Expenditures, 2019 

Department of Finance, Report on Tax Expenditures, 2020 

 

 

https://researchrepository.ucd.ie/bitstream/10197/1447/1/Commission_on_Taxation_Report_2009.pdf
https://data.oireachtas.ie/ie/oireachtas/committee/dail/32/committee_on_budgetary_oversight/reports/2019/2019-04-08_tax-expenditures_en.pdf
https://www.oireachtas.ie/en/debates/debate/committee_on_budgetary_oversight/2019-01-22/3/
https://www.oireachtas.ie/en/debates/debate/committee_on_budgetary_oversight/2021-06-24/2/
https://ec.europa.eu/economy_finance/publications/occasional_paper/2014/pdf/ocp207_en.pdf
https://www.oecd.org/gov/budgeting/taxexpendituresinoecdcountries-oecdpublication.htm
http://www.budget.gov.ie/budgets/2015/documents/tax_expenditures_oct14.pdf
http://www.budget.gov.ie/budgets/2015/documents/tax_expenditures_oct14.pdf
http://budget.gov.ie/Budgets/2016/Documents/Tax_Expenditures_Report_pub.pdf
http://www.budget.gov.ie/Budgets/2017/Documents/Tax_Expenditures_Report%202016_final.pdf
http://www.budget.gov.ie/Budgets/2018/Documents/Report_on_Tax%20_Expenditures_2017.pdf
http://www.budget.gov.ie/Budgets/2019/Documents/Tax%20Expenditures%20Report%202018%20FINAL%2017.10.18%20(002).pdf
http://www.budget.gov.ie/Budgets/2020/Documents/Budget/Report%20on%20Tax%20Expenditures%20Incorporating%20the%20Outcomes%20of%20Certain%20Tax%20Expenditure%20and%20Tax%20Related%20Reviews%20completed%20since%20c.pdf
http://www.budget.gov.ie/Budgets/2021/Documents/Budget/121020%20Tax%20Expenditures%20Report%202020%20for%20Publication.pdf

