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Executive Summary  

Introduction  

Taxation and welfare policies are among the most potent 
instruments available to the State to influence the living standards 
of the country and its people. They have a major bearing on 
numerous aspects of economic and social policy. They are part, 
but not the totality, of a wider social contract – the set of rights 
and mutual obligations that come with living in Ireland. For this 
reason, debates over taxation and spending lie at the heart of our 
democratic tradition.  

The Commission on Taxation and Welfare (the Commission) was 
established by the Minister for Finance on 6 April 2021, and 
following appointment of members, commenced its work in June 
2021. The Commission’s terms of reference asked for an overall 
appraisal of the suitability of the taxation and welfare systems to 
Ireland’s present and future needs, and the consideration of a 
number of specific policy matters. The members of the 
Commission are drawn from a variety of backgrounds and bring 
a range of expertise to the Commission’s work from relevant 
areas, including taxation, social policy, economics, public 
administration, business, enterprise, law and broader civil society. 
The Commission’s role is to stand back from day-to-day concerns 
and to provide advice to the Government, and to the public, on 
how the taxation and welfare systems should be reformed to 
respond to the country’s needs. 

The Commission’s task is explicitly strategic in nature. Given its 
wide-ranging mandate, and the Government’s request for the 
Commission to report to the Minister for Finance by 1 July 2022, 
the work of the Commission has not been to conduct a 
comprehensive line-by-line review of every aspect of both the 
taxation and social welfare systems, but to look at both systems 
and their interaction in a holistic fashion with a long-term 
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perspective. This has required judgement about which issues are 
most salient and relevant to the Commission’s remit, and the 
application of a clear set of framing principles. 

The issue of fiscal sustainability, as set out in Chapter 4 of this 
report, is of such magnitude and urgency that the Commission 
has adopted a net revenue-raising approach. Given Ireland’s 
demographic profile, level of public debt, and a number of other 
fiscal risks, it is inevitable that the total amount of taxation 
required to fund public services will increase in the years ahead. 
While the level of spending on public services is a matter for the 
democratic system to determine, to simply meet existing 
expectations for public service provision, the reality is that the 
State will require additional tax revenues. Accordingly, the 
Commission’s recommendations are intended to either directly 
increase revenues or to reform the structures of the taxation 
system and social insurance system so that additional revenues 
can be raised over time at the lowest possible cost, and in line 
with the principles set out by the Commission - see Chapter 3 
(Objectives and Principles). 

The issue of social cohesion, and relatedly of intergenerational 

equity, has been a recurring theme in the Commission’s 

deliberations. Over the past thirty years, Ireland has become a 

richer and somewhat more equal society. This social progress, 

however, cannot be taken for granted, and will depend on the 

ongoing provision of adequate social welfare payments, high 

levels of labour force participation and a progressive and fair 

system of taxation, and on Ireland remaining a competitive 

location for investment and employment creation. It also 

fundamentally, depends on the Irish systems of taxation and 

welfare including and supporting everyone. Ensuring the 

sustainability of the social insurance system through reforms to 
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the Pay Related Social Insurance (PRSI) system is a vital 

component of this approach. 

  

In addition to facing the demographic and other fiscal risks 
outlined earlier, Ireland is also faced with the defining challenge 
of carbon reduction which it must address in a manner that 
secures social cohesion. The Commission believes that the 
taxation and welfare systems have an important role to play in 
achieving a carbon-neutral economy, and that this should be 
carefully achieved via a ‘just transition’. This will require ongoing 
implementation of the Carbon Tax and progressive reductions in 
fossil fuel subsidies, in order to better align taxes on fossil fuels 
with their carbon content. Over time, as fossil fuel usage falls, so 
too will income from related taxes. Therefore, it is necessary to 
begin planning to replace these revenues in a fair and sustainable 
way.  

Throughout its work, the Commission has been conscious of the 
need to ensure a supportive environment for enterprise, 
innovation and investment in Ireland. The Irish economy has 
been transformed over the past three decades, but this success 
cannot be taken for granted. While it is important to continue to 
attract Foreign Direct Investment, it is also important to promote 
investment and growth in indigenous enterprise, including 
innovative entrepreneurship. In this regard, a particular focus is 
required on the availability of finance for early-stage companies, 
on support for research and development, and on ensuring that 
enterprise can attract talent. Likewise, maintaining a high level of 
employment is critical, socially and economically, and this is 
reflected in a number of the Commission’s recommendations. 

The Commission’s report is intended to form a balanced package 
of reform proposals to address these challenges. While taxation 
and welfare policies will inevitably be implemented over a series 
of annual budgets, it is important to see the report in a holistic 
way. As the Commission’s framing recommendations on the 
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balance of taxation make clear, there is a requirement for reform 
and change across several taxheads, and the Commission’s 
recommendations in this regard are intended to sit alongside each 
other and to work together to secure the sustainability of the 
taxation system as a whole. Equally, in the area of welfare policy, 
the recommendations made are part of a balanced overall 
approach which is firmly linked to the proposals on taxation. 

 

The Commission is mindful that its report is being published 
during a period of rapid inflation which is having a serious impact 
on household living standards. This report, however, is about the 
medium and longer-term needs of the Irish economy, and the 
Commission has sought to look through the present difficulties 
and to take a longer-term perspective. Given this approach, it is 
not expected, or realistic, that the Commission’s 
recommendations, while interconnected, should be implemented 
all at once. Rather the Commission’s recommendations are made 
in the expectation that detailed planning and distributional impact 
analysis (with the benefit of improved tools) will be required as 
necessary changes are phased in over time. Careful consideration 
has to be given to how the necessary and principles-based reforms 
we recommend can be implemented, and to how interactions 
between recommendations might, in certain circumstances, affect 
particular sets of households and businesses. By the same token, 
the yield from, or cost of, different recommendations will depend 
on when they are introduced and the circumstances at that time. 
Accordingly, the Commission has sought to avoid being overly 
prescriptive, while setting out clear principles and directions of 
travel. This does not mean that action to address fiscal 
sustainability can be postponed. Rather, action should be taken in 
a measured and deliberate way to reduce risk and minimise the 
costs to society of higher taxes. 

The principles adopted by the Commission build on long-
standing and well-understood concepts in the fields of taxation 
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and welfare and on the work of previous Commissions on 
Taxation and the Commission on Social Welfare, while also 
reflecting contemporary concerns, and are as follows: 

Sustainability 

In the 21st century, it is necessary to identify sustainability as a 
distinct and defining principle of taxation and welfare design. The 
concept of sustainability has economic, social and environmental 
dimensions. While economic theory has always identified a case 
for the taxation of ‘externalities’ on efficiency grounds, the scale 
of the climate challenge is so profound and so systemic that 
sustainability has to be seen as a design principle both for taxation 
and for welfare. Moreover, fiscal sustainability is also an 
important consideration. 

Reciprocity 

The systems of taxation and welfare have evolved over a long 
period of time, and are at the core of the social contract – what 
we owe each other. We pay taxes and social welfare contributions 
into a common pool in the expectation that, when needed, we can 
rely on adequate social welfare supports, and that we benefit from 
living in a society which attempts to achieve the lowest possible 
level of poverty. We also expect that everyone of working age 
who can work should do so according to their capacity and in line 
with an evolving concept of participation in society. As part of 
this set of mutual obligations, it is important that everyone 
participates, to the extent possible, in supporting our welfare 
system through taxation and PRSI. 

Adequacy 

An objective common to both the taxation and welfare systems 
is to redistribute market incomes to achieve greater equality and 
prevent poverty. This is part of a broader objective to ensure that 
people are protected against sudden loss of income, that everyone 



Foundations for the Future: Executive Summary and Recommendations  

 

6 

 

can participate in society, and to engender social cohesion. To 
achieve these goals, there is a fundamental requirement that 
income supports must be adequate with respect to prevailing 
living standards, a premise given particular emphasis by the 1986 
Commission on Social Welfare. As we show elsewhere in this 
report, there is a clear relationship between the adequacy of 
income support and poverty trends over recent decades. The 
issue of adequacy, however, is a nuanced one and is broader than 
the setting and benchmarking of social welfare rates. It needs to 
be set in a frame which includes having a system of taxation and 
welfare that is supportive of people participating in the labour 
market, being able to improve their income without encountering 
cliff-edges and traps, and being able to improve their earning 
potential by acquiring skills and experience. 

Equity 

Taxes and social insurance contributions should be levied in line 
with the concept of equity. Those in like circumstances should 
contribute equally, embedding the concept of horizontal equity. 
Vertical equity, on the other hand, requires that, at a systems level, 
those who can contribute more should do so. Taxation should 
not be confiscatory but, at the same time, exempting large groups, 
sectors or activities entirely from tax also creates difficulties. 

Efficiency 

An efficient, or neutral, tax system is one which treats similar 
activities in similar ways, and thereby minimises distortions that 
are economically and socially costly. Equally, an efficient social 
protection system, should be efficacious, easy to navigate and 
should treat individuals in similar circumstances the same way. 
Well-designed taxation and welfare systems will avoid ‘traps’ that 
create strong disincentives to enter the labour market or to 
increase hours worked. Efficient administration and simplicity of 
design are generally conducive to more efficient systems. 
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By using these five principles to frame its work, and by applying 
them to the terms of reference while being cognisant of the 
challenges and opportunities set out in Chapter 2 (Context), the 
Commission has determined the following key messages which 
are elaborated on further throughout the report. 

 

Key messages 

 Ireland faces major fiscal sustainability challenges. Over 
time, the overall level of taxation as a share of national 
income will have to increase. 

 While the existing taxation and welfare systems have 
performed well in many areas, to meet the fiscal 
sustainability challenges, and the country’s broader 
needs, a number of substantial reforms are required. 

 It is necessary to broaden the tax base so as to limit the 
need for increases in tax rates and to secure the 
sustainability of the taxation system against future 
challenges. This will entail widening the base within 
taxheads and increasing the yield from taxes which are 
least distortionary, promote environmental goals and 
enhance the overall progressivity of the system. The 
balance of taxation needs to shift away from taxes on 
labour and towards taxes on capital, wealth and 
consumption. A strengthening of the PRSI system is also 
required. Over-reliance on Corporation Tax receipts to 
narrow the tax base or increase public spending needs to 
be curtailed. 

 While personal taxes are highly progressive, the exclusion 
of large numbers of individuals from the personal tax 
system is becoming increasingly problematic from a 
fiscal sustainability and reciprocity perspective, which 
increases vulnerabilities. The priority for reform in this 
area is in respect of PRSI. A number of reforms should 
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be made to PRSI to broaden the base and enhance the 
income of the social insurance fund.  

 To promote equity and sustainability, preferential 
Income Tax or Universal Social Charge (USC) treatment 
based on factors such as age or personal characteristics 
should be phased out. As far as possible, and with limited 
exceptions, Income Tax and PRSI charges should be 
based on income only, and different types of income 
should be treated equally. 

 The share of taxation from property and wealth is low 
and should increase. While the Commission is not 
recommending a net wealth tax; the yield from Capital 
Gains Tax (CGT) and Capital Acquisitions Tax (CAT), 
as well as from taxes on land and property, should be 
substantially increased. Distortions within the system, 
such as the treatment of death for CGT purposes, should 
be removed.   

 A Site Value Tax (SVT) applicable to all land that is not 
subject to the Local Property Tax (LPT) should be 
introduced, replacing the existing system of Commercial 
Rates. There should be differential treatment in the 
application of SVT to agricultural land.  

 LPT is a well-functioning tax, the yield from which 
should be increased materially. The Commission 
recommends that tax incentives should not be used in 
order to stimulate the supply of housing. 

 The tax system has an important role to play in 
promoting carbon reduction. The schedule of Carbon 
Tax increases to 2030 should be implemented, and fossil 
fuels should ultimately be taxed in proportion to their 
carbon content, which will require the phasing out of 
implicit subsidies. As the yield from taxes on fossil fuels 
declines, it will be necessary to replace these revenues 
with new taxes, including road usage charges. In the 



Foundations for the Future: Executive Summary and Recommendations  

 

9 

 

short-term, the Commission supports the introduction 
of congestion charging. 

 Value Added Tax (VAT) should be reformed to increase 
its yield by merging the existing special reduced rates and 
increasing them incrementally over time. Temporary 
VAT reductions should not be used as a counter-cyclical 
measure. VAT administration should be modernised. 

 There is scope to make significant improvements to the 
welfare system through the progressive introduction of 
reforms focused on supporting employment, addressing 
child poverty and removing cliff-edge effects. The 
Commission does not support the introduction of 
Universal Basic Income. 

 The adequacy of social welfare rates is central to poverty 
reduction. Regular benchmarking exercises for working-
age payments should be undertaken, which would set 
multi-annual targets for progress in rates. 

 Working-age payments should be reformed to move 
towards a working-age assistance payment available to all 
households. The existing system of child income support 
should be enhanced with a second level of child income 
support, in addition to Child Benefit, for low-income 
households. These reforms could usefully be progressed 
in tandem. 

 There should be a single employer rate of PRSI, and a 
gradual increase in the Class S rate for the self-employed. 
Other reforms are necessary to broaden the base of the 
PRSI system. 

 Given changes in social norms and family structures, 
individualisation should be progressed in both the 
Income Tax and welfare systems (although this term 
means different things in each system).  

 Ireland’s existing corporate tax strategy has many of the 
building blocks fundamental to promoting enterprise. It 
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is important to continue to maintain this environment 
for enterprise, innovation and investment. Tax-based 
policies to support productivity and employment growth 
in Small and Medium Enterprises (SMEs) are 
appropriate, but should be targeted towards and made 
more accessible to early-stage, high-risk and research and 
development-intensive businesses. 

 While it is appropriate to incentivise savings for 
retirement, reforms are required to ensure that tax-
relieved savings are taxed appropriately at the point of 
drawdown. An explicit policy is required to specify the 
level of retirement income up to which tax subsidies are 
appropriate. A more flexible approach to encourage 
greater retirement savings at younger ages should be 
adopted, subject to an appropriate lifetime limit.  

 It is appropriate to use Excise Duties to discourage 
consumption of alcohol and tobacco and to support 
public health. The link between the public health 
rationale and design of these taxes should be 
strengthened. The Government should reserve the right 
to impose taxes on the consumption of ultra-processed 
foods, in order to support its policy of reformulation. 

 Tax expenditures should only be introduced where there 
is a clear market failure and direct expenditure options 
have been examined. Better data and more resources for 
evaluation, including peer review, are also required. 

 Building on progress to date, further investment in digital 
transformation of tax administration is recommended; 
including increasing integration of tax processes into a 
taxpayer’s day-to-day activities. 

 A strategic approach is required to address long-term 
fiscal challenges. The annual budget cycle should be 
enhanced to provide for greater debate on these issues, 
and the necessary fiscal instruments and administrative 
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systems should be put in place to deal with them in 
advance. 
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Outline of the Report 

 

Part 1 

Part 1 of the report, entitled Strategic Approach, sets out the 
approach which the Commission has taken to its work, and the 
context in which its work is situated.1 

Chapter 1 explains how the Commission’s approach has involved 
careful selection of the issues on which to concentrate, standing 
back from day-to-day controversies to take a long-term 
perspective. Chapter 2 sets out how, in order to assess the 
suitability of the taxation and welfare systems for the future, the 
Commission has looked at changes in the Irish economy over the 
past thirty years. The scale of change in the Irish economy and in 
Irish society more broadly during that period is remarkable, with 
the taxation and welfare systems playing an important role in that 
change. This chapter also outlines some of the major ‘megatrends’ 
that are likely to influence policy in decades to come, including 
technological change, demography, and climate change. Chapter 
3 then outlines the core policy objectives which the taxation and 
welfare systems must address i.e. fiscal sustainability, income 
adequacy and equality, promoting enterprise, innovation and 
employment, and climate action. It also outlines the principles 
which the Commission have adopted in guiding its work, which 
are Sustainability, Reciprocity, Adequacy, Equity and Efficiency. 

Part 2 

                                                      

1 It is important to note, that the Commission’s Report is designed to form a 

balanced package of interconnected reform proposals, based on a set of core 
principles. At the same time, given the breath of the terms of reference, it is 
expected that some readers will have greater interest in particular issues. 
Accordingly, the text contains extensive cross-referencing and some element of 
repetition to facilitate individual chapters being read on a stand-alone basis. 
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Part 2 of the report, entitled Fiscal Sustainability and Taxation, sets 
out in more detail the scale of the fiscal challenge, and the 
Commission’s recommendations for how this should be 
approached. 

Chapter 4 sets out some of the major fiscal risks that face Irish 
society, including an ageing population, high levels of public debt, 
and growing reliance on Corporation Tax receipts. It explains why 
the Commission has adopted a net revenue-raising approach, 
identifying areas where revenue can be increased and reforms to 
the taxation and welfare systems necessary to achieve a higher tax 
yield while, minimising economic, social and environmental costs.  

Chapter 5 discusses how the balance of taxation has evolved in 
recent years, compares the make-up of tax receipts in Ireland to 
other European countries, and makes recommendations in 
relation to how this balance should evolve over time. At the core 
of the Commission’s approach is the broadening of the tax base. 
Government should focus on maintaining the progressivity of 
existing personal taxes without further erosion of the Income Tax 
or USC base. Base-broadening reforms should focus on PRSI and 
on addressing horizontal equity concerns. Consideration should 
be given to broadening the base of consumption taxes, placing 
emphasis on limiting the use of zero and reduced VAT rates and 
on the introduction of a number of environmental-related taxes, 
and reforms to existing taxes, to replace revenue streams and 
support the transition to a low-carbon economy. 

Chapter 6 looks at a number of issues that arise in respect of 
horizontal equity. The Commission recommends that age should 
be removed as a factor for determining the charge to Income Tax 
and USC. Rates of USC should be determined by income level 
and not by any other eligibility criteria. Deposit interest income 
should be taxed at an individual's marginal rate of Income Tax 
and USC, and a system should be developed to facilitate the 
collection of these charges at source in real time. The 
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Commission recommends widening the VAT base by limiting the 
use of reduced rates and the zero rate of VAT. The Commission 
does not support the use of temporary VAT reductions as a short-
term stimulus measure.  

Chapter 7 sets out the Commission’s approach to the taxation of 
capital and wealth. While not recommending the introduction of 
a net wealth tax, the Commission recommends a number of major 
reforms to increase the yield from, and enhance the efficiency of, 
existing capital taxes. These include applying CGT at death, 
curtailing extensive reliefs that currently apply to CGT and CAT, 
and the introduction of a minimum capital charge on inheritances 
and gifts.  

Chapter 8 addresses a number of concerns and related 
recommendations in respect of pensions-related tax expenditures. 
The Commission endorses the continuation of the existing 
‘Exempt, Exempt, Taxable’ (EET) model, but recommends that 
this model be applied more effectively. A clear policy is required 
as to what level of retirement income it is appropriate for the tax 
system to support, and a more flexible approach should be taken 
to facilitate building up the level of savings over a working life. 

 

Part 3 

Part 3 of the report, entitled Policy Goals, addresses a number of 
particular policy issues which were included in the Commission’s 
terms of reference. 

Chapter 9 sets out the Commission’s recommendations to 
promote enterprise. The Commission welcomes progress at 
international level to address aggressive and/or harmful 
corporate tax practices, and also endorses the Two-Pillar Solution 
to Address the Tax Challenges Arising from the Digitalisation of 
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the Economy.2 The Commission is of the view that many of the 
building blocks for promoting enterprise already exist in Ireland’s 
current broad-based corporate tax strategy. However, in order to 
enhance productivity growth and innovation, there is a role for 
targeted tax incentives that support enterprise, provided that they 
are clearly targeted at early-stage start-ups, research and 
development and attracting skills. 

Chapter 10 discusses the Commission’s overall strategic 
approach to the evolution of social protection policy, which is 
subsequently developed in Chapter 11 (Promoting Employment) 
and Chapter 12 (Inclusive and Integrated Social Protection). A 
core part of this approach, set out in chapter 10, is a set of 
recommendations to broaden the base of PRSI to support the 
sustainability of the system. 

Chapter 11 sets out recommendations on supporting 
employment growth, including avoiding over-reliance on labour-
taxes, addressing ‘traps’ in the taxation and social welfare systems, 
and ongoing expansion in the role of the Public Employment 
Service.  

Chapter 12 addresses the issue of the adequacy of social welfare 
payments, and makes a number of recommendations for reform, 
including changes to in-work benefits, a second tier of child 
income support, and further ‘individualisation’ of social welfare 
payments. 

Chapter 13 sets out the Commission’s conclusions and 
recommendations on the role of taxation in encouraging carbon 
emissions reduction, through the implementation of the 
scheduled increases in Carbon Tax and reduction in fossil fuel 
subsidies. It also addresses the importance of developing new 

                                                      

2 Developed by the OECD/G20 Inclusive Framework on BEPS 
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taxes to replace the revenues from taxes on fossil fuels, including 
road usage charges. 

Chapter 14 discusses the taxation of land and property, as it 
relates to the provision of housing and in respect of its 
appropriate contribution to the overall balance of taxation. The 
Commission is proposing the introduction of a SVT on all land 
not subject to the LPT.  

Chapter 15 discusses the Commission’s conclusions in respect of 
its terms of reference that touch on public health. 

 

Part 4 

Part 4 of the report is entitled Better Systems and addresses 
recommendations to develop the system of tax administration as 
well as reforms to policy development and evaluation. 

Chapter 16 discusses the Commission’s views on the system for 
evaluating tax expenditures, and makes recommendations in 
respect of methodology, additional resourcing and peer review. 

Chapter 17 deals with the ongoing modernisation of the system 
of tax administration, and makes a number of recommendations 
to support further digital transformations in tax administration.  

Finally, Chapter 18 makes some comments and 
recommendations on the importance of improving debate on 
medium and long-term fiscal sustainability and the importance of 
adopting a strategic approach to achieve such sustainability. 
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List of Recommendations 

Chapter 4: Fiscal Sustainability 

4.1 The Commission recommends that given the medium- 
to long-term threats to fiscal sustainability, the overall 
level of revenues raised from tax and Pay Related Social 
Insurance as a share of national income must increase 
materially to meet these challenges. These increased 
yields should be obtained in a manner that minimises 
economic, social and environmental costs. 

  

Chapter 5: Balance of Taxation 

5.1 The Commission recommends that Government 
continue to focus on broadening the base of taxation 
across all categories of taxation. 

5.2 The Commission recommends that Government should 
focus on maintaining the progressivity of the existing 
personal taxes system without further erosion of the 
Income Tax or Universal Social Charge base. Future 
base-broadening reforms should focus on Pay Related 
Social Insurance and on addressing horizontal equity 
concerns. 

5.3 The Commission recommends that long-term over-
dependence on Corporation Tax receipts poses 
significant sustainability risks and should be avoided. 
The Commission supports proposals to target the use of 
excess receipts in this area towards the Rainy-Day Fund 
or to reduce debt rather than fund tax reductions or 
permanent increases in expenditure. 

5.4 The Commission recommends incrementally 
broadening the base of consumption taxes placing 
emphasis on limiting the use of zero and reduced rates 
of Value Added Tax. A number of environmental-
related taxes and reforms to existing taxes should be 
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introduced to replace revenue streams and support the 
transition to a low-carbon economy. 

5.5 The Commission recommends that overall yield from 
wealth and capital taxes, including property, land, capital 
acquisitions and capital gains taxes should increase 
materially as a proportion of overall tax revenues. 

  

Chapter 6: Tax Equity and Base Broadening 

6.1 The Commission recommends that age should be 
removed as a factor for determining the charge to 
Income Tax and Universal Social Charge. The necessary 
changes to each charge should be introduced over time 
to minimise negative impacts. 

6.2 The Commission recommends that rates of Universal 
Social Charge should be determined by income level and 
not by reference to any other eligibility criteria. 

6.3 The Commission recommends that the remittance basis 
of taxation should be subject to a lifetime limit of three 
years. 

6.4 The Commission recommends that the High Income 
Earner Restriction should be retained. To ensure that its 
original policy objective is not eroded, tax reliefs should 
only be excluded from its remit in exceptional cases.  

6.5 The Commission recommends that deposit interest 
income should be taxed at an individual’s marginal rate 
of Income Tax and Universal Social Charge. A system 
should be developed to facilitate the collection of these 
charges at source in real time by financial institutions. 

6.6 The Commission recommends that a working group 
should be established to review and propose changes to 
the taxation of funds, life assurance policies and other 
investment products with the goals of simplification and 
harmonisation where possible. The working group 
should be established with a net revenue-raising or 
neutral mandate. 
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6.7 Having regard to the role of institutional investment in 
the Irish property market, the Commission recommends 
that Government undertake a review of the Real Estate 
Investment Trust framework, the Irish Real Estate Fund 
regime and the use of section 110 vehicles in this area. 
Consideration should also be given to a wider review of 
the section 110 regime generally. This review should be 
supported by the Department of Finance, the Revenue 
Commissioners and the Central Bank of Ireland. 

6.8 The Commission recommends widening the Value 
Added Tax (VAT) base and limiting the use of zero and 
reduced rates of VAT. The VAT treatment of goods and 
services to which those rates currently apply should be 
reviewed to assess if it continues to be appropriate.  

6.9 The Commission recommends that the rate of Value 
Added Tax on those goods and services currently 
attracting a second reduced rate (currently 9 per cent) 
should be increased over time to the reduced rate 
(currently 13.5 per cent). 

6.10 Due to the relatively large share of goods and services 
attracting zero and reduced rates of Value Added Tax in 
Ireland, the Commission also recommends that the 
reduced rate of 13.5 per cent should be increased 
progressively over time. 

6.11 The Commission does not support the use of temporary 
Value Added Tax reductions as a short-term stimulus 
measure. 

6.12 The Commission recommends the introduction of an 
accommodation tax. The intention to introduce this tax 
should be signalled early and a process of engagement 
with relevant stakeholders should be undertaken prior 
to implementation of the tax. 
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Chapter 7: Taxes on Capital and Wealth 

7.1 The Commission recommends, on horizontal equity 
grounds, that the transfer of assets on a death is treated 
as a disposal for Capital Gains Tax purposes. The 
Capital Gains Tax treatment of assets transferred during 
a lifetime in terms of tax payable, exemptions and reliefs 
available should also apply to assets transferred on a 
death. 

7.2 The Commission recommends that the Capital Gains 
Tax Principal Private Residence Relief should be 
restricted over time. 

7.3 The Commission recommends the introduction of a 
lifetime limit on all disposals of businesses and farms to 
children that qualify for Retirement Relief.  

7.4 The Commission recommends substantially reducing 
the Capital Acquisitions Tax Group A threshold, 
bringing the Group A threshold closer to the Group B 
and Group C thresholds. Furthermore, the Commission 
recommends that the reporting requirements relating to 
the utilisation of group thresholds be strengthened. 

7.5 The Commission recommends that the Group B 
relationship thresholds for Capital Acquisitions Tax 
should apply to a foster child in the same manner that 
would have been applicable if the child in question was, 
in law, a child of his or her foster parents. 

7.6 The Commission recommends that the level of 
Agricultural and Business Relief available for Capital 
Acquisitions Tax be reduced and that the qualifying 
conditions for both reliefs be amended to incentivise, 
and ensure active participation in the farm or business 
by the recipient. 

7.7 The Commission recommends that a modest charge 
should be applied to gifts and inheritances generally. 
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Chapter 8: Taxes on Retirement Savings 

8.1 The Commission recommends more comprehensive 
implementation of the ‘Exempt, Exempt, Taxed’ model 
of pension provision including recommending a 
meaningful reduction in the overall level of tax-free 
lump sum available from its current level (worth over 
four times average earnings). Marginal tax rates should 
apply on all lump sums over the tax-free threshold. 

8.2 The Commission recommends that there should be a 
single tax-free lump sum lifetime limit to include both 
pension lump sums and any ex-gratia termination 
payments received. 

8.3 The Commission recommends that Approved 
Retirement Fund (ARF) assets should be treated for 
inheritance tax purposes in the same way as other assets 
where inherited by anyone other than the individual’s 
spouse. Both Income Tax and Capital Acquisitions Tax 
should apply. This supports the ‘Exempt, Exempt, 
Taxed’ model and maintains equitable treatment within 
the system. 

8.4 The Commission recommends the removal of age-
related contribution rates to be replaced with a single 
annual contribution rate. The Commission also 
recommends the removal of the annual earnings cap on 
contributions subject to appropriate lifetime limits 
remaining in place. 

8.5 The Commission recommends the periodic 
benchmarking of the Standard Fund Threshold to an 
appropriate and fair level of estimated retirement 
income. 

8.6 The Commission recommends an urgent review of the 
availability of appropriate and adequate data on the cost 
and distribution of pension tax expenditures. The 
absence of good data significantly inhibits the regular 
and rigorous evaluation of these costly expenditures. 
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8.7 The Commission recommends that anomalies in the tax 
treatment of different retirement arrangements should 
be eliminated, as far as possible. 

  

Chapter 9: Promoting Enterprise 

9.1 The Commission endorses Ireland's current corporate 
tax strategy, including Ireland’s ongoing participation in 
international efforts to tackle aggressive and/or harmful 
corporate tax practices. The Commission also endorses 
the adoption of the Two-Pillar Solution to Address the 
Tax Challenges arising from the Digitalisation of the 
Economy, as well as the development of multilateral 
solutions to combat base erosion and profit shifting.  

9.2 The Commission recommends the continued use of 
feedback statements and roadmaps which should be 
better applied to indigenous entities and Small and 
Medium Enterprises. 

9.3 The Commission recommends that consolidation of the 
Taxes Consolidation Act 1997 (TCA) should be carried 
out periodically as a matter of principle. Consideration 
should be given to how greater simplification of existing 
tax codes can be achieved as part of this exercise. 

9.4 The Commission endorses the use of appropriately 
targeted taxation measures to support Small and 
Medium Enterprises in raising equity investment, and 
thereby supporting such firms to establish, grow and 
sustain employment. The Commission supports the 
continued use and development of investment-based 
schemes, such as the Employment Investment Incentive 
(EII). The Commission recommends that EII should be 
extended and enhanced to support early-stage, high-risk 
and research and development-intensive businesses in 
attracting stable financial investment.  
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9.5 The Commission recommends that Entrepreneur Relief 
be extended to angel investors, subject to appropriate 
limits and conditionality. 

9.6 The Commission recognises the important role played 
by the tax system in supporting and encouraging a 
strong innovation, research and development culture 
across the economy. The Commission also recognises 
the importance of the Research and Development 
(R&D) tax credit in this area and therefore recommends 
that enhanced relief measures be introduced which are 
targeted at small and micro-sized enterprises. 
Furthermore, more guidance and supports should be 
introduced to facilitate greater uptake by Small and 
Medium Enterprises more generally. The Commission 
recommends that consideration be given to a limited 
acceleration of the refundable element of the R&D tax 
credit from three years to one in order to support early-
stage and research and development-intensive 
businesses. 

9.7 The Commission recommends that specialist resources 
and capabilities be allocated to the Revenue 
Commissioners, and the Department of Enterprise, 
Trade and Employment and its agencies to develop an 
advance assurance mechanism in order to enable wider 
access to tax incentives such as the Research and 
Development tax credit and Employment Investment 
Incentive. 

9.8 The Commission recognises the importance of share-
based remuneration to support SMEs and indigenous 
enterprises in attracting and retaining talent and sees a 
role for the tax system in this area. The Commission 
does not believe that the Key Employee Engagement 
Programme (KEEP) is achieving its objectives in its 
current form and recommends that KEEP should be 
reformed to broaden its use. 
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9.9 The Commission recommends that the exemption from 
employer Pay Related Social Insurance (PRSI) on share-
based remuneration should be limited through the 
introduction of an appropriate annual cap or, 
alternatively, by restricting the exemption to micro, 
small and medium-sized enterprises. 

9.10 The Commission recommends that the taxation of 
employee share options should be moved from self-
assessment to the Pay As You Earn (PAYE) system. 

9.11 The Commission recommends that the Special Assignee 
Relief Programme (SARP) should be subject to further 
restriction and that its continuation should be subject to 
regular review as part of the tax expenditure review 
process. 

9.12 The Commission recommends that the qualifying 
criteria of the Foreign Earnings Deduction (FED) be 
reviewed to ensure the measure is utilised by claimants 
in a manner consistent with its original policy objective. 

9.13 The Commission recommends that the taxation of 
internationally mobile employees who receive share 
remuneration (including Restricted Stock Units) should 
be aligned with the general treatment applicable to 
unapproved share options. 

9.14 The Commission recommends that the qualifying 
conditions of trans-border relief be reviewed in the 
context of modern work practices. 

  

Chapter 10: Labour Markets and Social Protection Systems 

10.1 The Commission recommends maintaining a low entry 
threshold for access to social insurance. 

10.2 The Commission believes that a lower nominal rate of 
employee Pay Related Social Insurance (PRSI) should 
apply to earnings below the employee PRSI contribution 
threshold, currently €352 per week. 
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10.3 The Commission recommends that, with a view to 
broadening the Pay Related Social Insurance (PRSI) 
base, PRSI should be extended to all sources of 
employment income including, as a general rule, share-
based remuneration. 

10.4 The Commission recommends that those over State 
pension age pay Pay Related Social Insurance on all 
income other than social welfare payments. 

10.5 The Commission recommends removing the Pay 
Related Social Insurance exemption on supplementary 
pension income (occupational and personal pensions, 
and public sector pensions). 

10.6 The Commission recommends that, in the interests of 
solidarity, the rate of charge for Pay Related Social 
Insurance (PRSI) on unearned income should remain 
aligned to the higher rate of PRSI applicable to 
employees on their income from employment generally. 

10.7 The Commission recommends that cliff-edges in the 
taxation and welfare systems should be removed. 

10.8 The Commission does not support the development of 
a Universal Basic Income in Ireland.  

  

Chapter 11: Promoting Employment 

11.1 The Commission recommends that secondary benefits 
for people of working age should be designed on a 
cross-departmental basis to ensure coherence, with 
negative work incentives minimised and benefits 
targeted appropriately and effectively. To ensure 
appropriate integration and tapering of secondary 
benefits with the existing framework of income 
supports, an assessment of the impacts of any new 
benefit should be conducted before new schemes are 
introduced. Other departments should consult with, and 
take advice from the Department of Social Protection in 
respect of any means-tested payments. All agencies 
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making decisions on eligibility should have access to the 
same high-quality information. 

11.2 The Commission notes that a number of 
recommendations in this report will affect the cost of 
employment and is cognisant of other policy 
developments (including, for example, changes in 
respect of statutory sick pay, auto-enrolment, etc.) that 
will also affect employers’ costs over the medium term. 
There is a need to coordinate and manage the phased 
introduction of such reforms. The Commission 
therefore recommends the establishment of appropriate 
coordination mechanisms to monitor the cumulative 
effect of policy-related labour cost changes on enterprise 
and the self-employed. 

11.3 The Commission believes that only one rate of employer 
Pay Related Social Insurance (PRSI) equal to the higher 
rate (currently 11.05 per cent) should apply on all weekly 
incomes, and that the lower rate of employer PRSI, 
which currently applies on incomes up to €410 per week, 
should be gradually phased out. 

11.4 To minimise the distinctions between legal forms and to 
treat similar activity in similar ways the Commission 
endorses the principle that the rate of Pay Related Social 
Insurance (PRSI) on self-employment (Class S) should 
be aligned over time with the employer’s rate of Class A 
PRSI attaching to employment (currently 11.05 per 
cent). 

11.5 The Commission recognises that the Universal Social 
Charge surcharge on non-Pay As You Earn (PAYE) 
income above €100,000 does not comply with the 
principle of horizontal equity and recommends that the 
tax treatment for all income earners should be aligned. 

11.6 The Commission recommends a phased move towards 
individualisation of the Standard Rate Cut off Point as a 
step towards addressing disparities in the Income Tax 
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system, facilitating increased employment, and 
decreasing the gap in the employment rate between men 
and women. 

11.7 The Commission recommends that the Public 
Employment Service (PES) should provide advice based 
on the employment trajectories of people with similar 
characteristics, with analysis of the outcomes of PES 
programmes informing the particular programmes at 
specific points in the economic cycle. 

11.8 The Commission believes the range of Active Labour 
Market Programme offerings should be led by rigorous 
evidence and evaluation of their net impact on the 
jobseeker’s long-term employment prospects. 

11.9 The Commission recommends expanding employment 
services to recipients of other income support payments. 
The Public Employment Service must be adequately 
resourced to deliver these services. 

11.10 The Commission recommends that a model of 
employment services, similar to that currently in place 
for lone parents, be extended to qualified adults. 

  

Chapter 12: Inclusive and Integrated Social Protection 

12.1 The Commission recommends that Government 
undertakes a regular benchmarking exercise in respect of 
all working-age income supports (including supports for 
people who are unemployed, people with disabilities and 
people parenting alone), following which multi-annual 
targets should be set for social welfare rates which 
provide for regular incremental progress. Annual 
increases in social welfare rates should be based on a 
transparent and evidence-led process. 

12.2 The Commission recommends that working-age 
payments should be reformed to move towards an 
income related working-age assistance payment available 
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to all households. The payment should be designed so 
as to avoid subsidising low-paid employment. 

12.3 The Commission notes the intention of the 
Government to introduce a greater element of pay-
related benefits within the Social Insurance system. The 
Commission recommends that the design of such 
benefits should take account of incentives to work and 
the sustainability of the Social Insurance Fund. If 
introduced, any such benefit should be short in duration, 
subject to a cap, and progressively extended to include 
maternity, paternity, parents’ and illness benefit. 

12.4 The Commission does not recommend that Child 
Benefit should be subject to tax. 

12.5 The Commission recommends that the existing system 
of child income supports should be reformed to 
facilitate the introduction of an income related second 
tier of child income support in addition to Child Benefit 
that combines existing supports and that would be 
provided to all low-income households, whether in 
receipt of a social welfare payment or not. 

12.6 The Commission recommends that the individualisation 
of payments made to qualified adults be progressed. 
This should be guided by the set of principles outlined 
by the Commission. 

  

Chapter 13: Moving to a Low-carbon Economy 

13.1 The Commission recommends that the phased increase 
in the Carbon Tax to €100 per tonne of carbon dioxide 
emitted by 2030, as set out in the Schedule 2 to Finance 
Act 1999 (Mineral Oil Tax) as amended, is implemented. 
Increases in Carbon Tax after this date should be clearly 
signalled and linked to the societal cost of carbon. 

13.2 The Commission recommends the equalisation of the 
rate of Excise Duty on auto-diesel and petrol in the short 
to medium term.  
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13.3 The Commission supports the principle that embedded 
tax fossil fuel subsidies should be reduced on a phased 
basis over time, with the aim of ensuring that the 
taxation of fuel reflects the amount of carbon emitted. 
Those most environmentally harmful tax fossil fuel 
subsidies should be prioritised for removal along with 
those for which viable alternatives exist. Government 
should publish a roadmap by 2023 setting out ambitious 
targets for the elimination of subsidies by 2030. 

13.4 The Commission notes the changes at EU level in 
respect of the future taxation of electricity, including the 
anticipated mandatory application of a minimum rate of 
Excise Duty to electricity for household use. The 
Commission also recognises the need for the Exchequer 
to generate additional revenue from tax on electricity in 
the medium to long term (post-2030) to replace 
revenues from fossil fuels. The Commission 
recommends that any such increases should be carefully 
timed, clearly signalled in advance and should not act as 
a disincentive to the use of renewable electricity sources 
in carbon-intensive activities. 

13.5 The Commission recommends that Motor Tax and 
Vehicle Registration Tax on commercial and non-
commercial motor vehicles be redesigned in the medium 
to long term, in a manner that is consistent with 
environmental objectives and ensures that tax revenues 
from motor vehicles are maintained. 

13.6 The Commission recommends the introduction, in the 
medium term, of distance, location and time-based road 
usage charges. Planning for such charges should include 
early identification of the appropriate technology to be 
used in calculating and applying them.  

13.7 The Commission recommends the introduction of 
congestion charges in key urban areas, based on a 
number of key metrics linked to environmental and 
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individual impact. These charges should be reviewed 
following the introduction of road usage charges.  

13.8 The Commission recommends the introduction of an 
additional duty on non-residential car parking, both 
public and private, and not limited to employer-
provided car parking, in the same key urban areas 
identified as suitable for congestion charges. 

13.9 The Commission accepts the rationale for the use of 
targeted taxation expenditures to support the 
achievement of Government policy goals with respect 
to decarbonisation, and to address the gap between the 
upfront costs of investment and the timeframe for 
return on same. Such measures should have a clearly 
identified policy objective, be targeted in nature, and be 
in place for a limited period to help influence the 
behavioural change required.  

  

Chapter 14: Land and Property 

14.1 The Commission recommends the introduction of a Site 
Value Tax (SVT) on all land currently not subject to 
Local Property Tax. This includes all commercial 
(developed and undeveloped), mixed-use, agricultural, 
undeveloped zoned residential lands, and State-owned 
lands as well as all land on which derelict and 
uninhabitable premises sit. SVT should replace the 
existing system of Commercial Rates over time. 

14.2 The Commission recommends that there should be 
differential treatment in the application of Site Value 
Tax to agricultural land. 

14.3 The Commission recommends that the current structure 
and broad features of Local Property Tax should remain. 
This includes a market value basis for applying the 
charge, keeping exemptions to a minimum and the 
continued use of regular revaluations. 
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14.4 Revenues deriving from Local Property Tax (LPT) 
should increase to form a substantially larger share of 
total revenues through the adjustment of the basic rates 
of taxation and potentially through an adjustment of 
valuation bands. The ability of local authorities to 
decrease the basic rate of LPT should be removed. 

14.5 The Commission recommends that, in the case of 
multiple property owners, a Local Property Tax 
surcharge should apply to properties not occupied as the 
principal private residence of the property owner or a 
registered tenant.  

14.6 A Local Property Tax surcharge should be introduced 
for vacant properties. 

14.7 The Commission recommends that tax incentives 
should not be used in order to stimulate the supply of 
housing.  

14.8 The Commission supports the reform of the differential 
rent schemes towards a national system based on ability 
to pay. Any proposed changes to social housing 
supports should fully consider the potential impact on 
incentives to work. 

14.9 The Commission recommends that the tax system 
should be neutral in its treatment of different tenure 
types. 

14.10 The Commission recommends that the Help to Buy 
scheme be allowed to expire as planned at the end of 
2022.  

  

Chapter 15: Promoting Good Public Health 

15.1 The Commission supports the use of taxation in 
promoting public health in Ireland. In particular, it 
supports the levying of Excise Duties/taxes at high rates 
related to the social cost arising from the consumption 
of alcohol, tobacco and sugar-sweetened drinks. The 
Government should seek to strengthen the link between 
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the public health rationale and design of these taxes over 
time. 

15.2 The Commission recommends that Government 
develop fiscal measures which could be introduced to 
encourage a reduction in the consumption of ultra-
processed foods, to support reformulation measures to 
reduce the harm of such foods and promote healthier 
eating. In developing such proposals, Government 
should be conscious of the distributional effect of 
proposed changes and the influence of fiscal and other 
policies on consumer purchasing and their impact on 
overweight and obesity. 

15.3 In the context of the implementation of Sláintecare, tax 
relief for private health insurance should be phased out 
over time. 

  

Chapter 16: Tax Expenditure Review Process 

16.1 The Commission recommends that the Department of 
Finance should ensure that adequate evaluation data on 
tax expenditures is collected, and where necessary 
propose legislative amendments in order to allow 
collection. This will address existing data gaps and allow 
more comprehensive understanding of the taxes 
forgone, the objectives achieved and at what cost. 

16.2 The Commission recommends that the Department of 
Finance and the Revenue Commissioners should 
regularly examine the most appropriate way to cost tax 
expenditures on a case-by-case basis and consider 
alternative costing methodologies where data becomes 
available. 

16.3 The Commission supports the continued inclusion of 
sunset clauses for the review of all new tax expenditures, 
Government should also consider the retrospective 
inclusion of sunset clauses in respect of existing tax 
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expenditures. This would provide a statutory basis for 
the regular review of all tax expenditures. 

16.4 The Commission recommends the expansion of 
dedicated economic evaluation capacity within the 
Department of Finance to work specifically on tax 
expenditures with the aims of providing more and better 
information on tax expenditures and introducing a 
greater degree of rigour and consistency in the quality of 
the evaluation process. This evaluation work should also 
be peer-reviewed by an appropriate outside body. 

16.5 The Commission calls for strengthening the ex-ante 
evaluation of tax expenditures ahead of their 
introduction to ensure better policy outcomes. This 
should include clear articulation of what the objective of 
the tax relief is, what market failure it is designed to 
address (if any), the distributional impacts of the 
planned tax relief and why it is being addressed via tax 
relief rather than direct expenditure. Annual tax 
expenditure reports should also include forecasts for 
coming years in line with guidelines on forecasts for 
direct expenditure. Ex-post reviews should be similarly 
rigorous. 

16.6 The Commission recommends that the Department of 
Finance, with support from the Revenue 
Commissioners should publish and maintain a single 
agreed definition of the benchmark tax system and 
compile a master list of all tax expenditures. This would 
ensure that tax measures are systematically included 
either in the benchmark or the tax expenditure list. 

16.7 The Commission recommends that the Department of 
Finance should devise a strategic plan to regularly and 
rigorously evaluate all tax expenditures in line with 
relevant guidelines. 
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Chapter 17: Modernisation of Tax Administration 

17.1 The Commission believes that digital transformations 
are fundamental to the successful modernisation of tax 
administration processes. The Commission 
recommends that such transformations should be a 
central tenet of a structured programme of tax 
administration reform that should be commenced as 
soon as possible. 

17.2 The Commission recommends that, in so far as possible, 
compliance obligations should be built into natural 
taxpayer systems and that due consideration should be 
given by the Revenue Commissioners, in conjunction 
with other Government Departments as required, as to 
how such systems should be leveraged in order to 
improve real-time reporting. 

17.3 The Commission endorses the use of whole-of-
government solutions to improve service delivery. 

17.4 The Commission recommends that the necessary steps 
are taken to ensure that modernisation of tax 
administration is fully supported by legislation. 

17.5 The Commission recommends that the necessary 
investments are made by the State to further develop the 
appropriate technical architecture required to properly 
support modernised tax administration and data 
collection. This should also include developing 
appropriate frameworks for stakeholder engagement as 
part of a co-design approach to such modernisation. 

17.6 The Commission recommends that the Revenue 
Commissioners and the Department of Social 
Protection be given supports, as necessary, to develop 
the skills base required to digitally transform tax and 
welfare administration. 

17.7 The Commission believes that data protection and data 
security must be a key consideration in any 
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modernisation process, and that the public must have a 
clear understanding as to how their data is being used. 

17.8 The Commission recommends that the necessary 
supports and alternatives are retained, or developed 
where necessary, to address digital exclusion. 

17.9 The Commission recommends that existing linkages 
between the Revenue Commissioners and the 
Department of Social Protection (DSP) be further 
enhanced to explore a solution that provides for 
application of PAYE to taxable payments made by DSP 
as they are being paid. In exploring such a solution, 
careful consideration is required to avoid undue 
hardship for recipients of such payments, taking account 
of the importance of cash payments in poverty 
alleviation.  

17.10 The Commission recommends that further linkages be 
developed between the Revenue Commissioners and the 
Department of Social Protection (DSP) to facilitate the 
more effective means testing of DSP payments. 

  

Chapter 18: Strategic Reform 

18.1 The Commission recommends that the annual 
budgetary cycle be augmented in order to enhance 
debate about and public knowledge of long-term issues 
of fiscal sustainability. 

18.2 The Commission recommends that Government 
departments should build on existing long-term fiscal 
analysis capabilities to develop a system of scenario 
modelling and associated stress testing. The system 
should be used to examine different future public 
finance scenarios and how well the State could react to 
them. It should also analyse whether there are adequate 
policy tools and administrative systems in place to 
address potential outcomes. 
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18.3 The Commission recommends greater use of medium-
term roadmaps to provide certainty as to the direction 
of travel of policy in respect of specific elements of the 
taxation and welfare system. 

18.4 The Commission recommends that Public Service 
Performance Reports, and where appropriate other 
public accounts, should include information on the total 
amount of resources allocated to each Department and 
what has been achieved with these resources, including 
information on tax expenditures. 

18.5 The Commission recommends that greater access 
should be provided to suitably anonymised 
administrative data to support public interest research. 

18.6 The Commission recommends ongoing support for 
research in the areas of the distribution of income and 
wealth and the effects of taxation and welfare policy, as 
well as the development of improved tools for ex-ante 
evaluation and impact assessment of proposed policy 
changes. 

18.7 The Commission recommends that the public service 
continues to invest in the people and skills needed to 
improve policy analysis and policy development in the 
realm of taxation and welfare across a range of 
disciplines. 

  

 




