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SUMMARY AND KEY MESSAGES 
 
Considerable progress has been made in developing new measures of well-being 
 
˃ The Programme for Government 2020 committed to developing new measures of well-being in 

order to create a broader context for policy-making. 
 
˃ The First Report on a Well-being Framework for Ireland, released last year, introduced the 

Framework as an important cross-government initiative seeking to provide a multi-dimensional 
approach for understanding the impact of public policy.  

 
˃ An annual high-level analysis of the well-being dashboard is now conducted at an early stage of 

the budget process. This Framework was presented and discussed at the National Economic 
Dialogue in June 2022. 

 
The package of combined tax and welfare measures in Budget 2023 is strongly progressive 
 
˃ Analysis of Budget 2023 shows that, in net terms, households experience an average gain in 

weekly disposable equivalised income of 3 per cent in 2023 (referred to as Budget 2023 measures) 
and 1.6 per cent in 2022 (referred to as the Cost of Living measures) in nominal terms. 
 

˃ In 2023, disposable income of households in income deciles 6 – 10 improve mainly because of 
direct and indirect tax measures.  For households in income deciles 1 – 5, welfare measures and 
the energy credit are responsible for most of the gain in disposable income. 

 
˃ Overall, the distributional impact of Budget 2023 is strongly progressive. 
 
The Irish tax system does the most of any tax system in the OECD to reduce income inequality 
 
˃ Ireland’s taxation system is amongst the most progressive in the OECD. 
 
˃ The latest OECD data show that Ireland recorded the third largest absolute reduction in the Gini 

coefficient between market and disposable income. 
 
˃ Looking purely at taxation of labour income, as measured by the tax wedge, Ireland has the most 

progressive system in the EU and third most progressive in the OECD. 
 
Equality budgeting – analysis highlights the distributional impact of the Age Tax Credit 

 
˃ The design of the tax system and individual tax policies can have a significant impact on societal 

outcomes and can alter significantly the outcomes for different groups. 
 

˃ The Department has undertaken a review of recent international and domestic developments in 
equality budgeting and analysed updated PAYE statistics by age and gender. 

 
˃ A distributional analysis of the age tax credit shows the measure has positive income effects for 

10.3 per cent of all households with middle-income deciles benefitting the most. 
 
The tax system consistently provides strong support for climate positive tax measures   
 
˃ Ireland is one of the first OECD or EU countries to have undertaken green budgeting tax analysis 

and is at the forefront of such analysis.  
 
˃ The Department’s analysis examines existing tax measures and incremental budgetary measures. 
 
˃ The analysis concludes that the tax system as a whole is climate positive, from a monetary 

perspective. 
 
˃ This climate positive monetary balance has grown significantly over time, from €1.4 billion in 2011 

to €2.5 billion in 2020. 
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Chapter 1 
Introduction 

In recent years, there has been a renewed focus from economists on the shortcomings of gross 

domestic product (GDP) and other economic variables in terms of understanding and monitoring issues 

such as well-being of the population.  In other words, while GDP measures what it is supposed to 

measure (the production of goods and services in a particular period), it does not incorporate the many 

variables that support the ‘quality of life’ of citizens.   

 

To probe further into this issue, the Organisation for Economic Co-Operation and Development (OECD) 

organised a group of experts (2013-2018) to undertake an in-depth study and to make 

recommendations.  Among the group’s findings were that the overreliance on GDP as the yardstick of 

economic performance resulted in a failure to foresee the Global Financial Crisis.2  Following these 

findings, the OECD has since constructed a Better Life Index, containing a range of metrics that better 

reflect what constitutes and leads to well-being. 

 

Reflecting international developments in this area, the Programme for Government 2020 – Our Shared 

Future (hereafter, ‘PfG’), set out a commitment to develop new measures of wellbeing and progress.3 

 

In July 2021, the Government approved the First Report on a Well-being Framework for Ireland (the 

Framework).4  This framework is being developed over time to provide a “comprehensive set of well-

being measures to create a well-rounded, holistic view of how our society is fairing, as an important 

complement to existing economic measurement tools.”  It is a cross-government initiative that seeks to 

develop a multi-dimensional approach to understanding the impact of public policy, and the conceptual 

framework considers several different dimensions.5 

 

The Department of Finance has already begun incorporating several well-being metrics into the 

budgetary process and further progress is envisaged in the coming years.  As set out in its Statement 

of Strategy 2021-2023, the Department’s main goals are to ensure a balanced and sustainable 

economic recovery and to promote environmentally sustainable economic progress.6  These 

commitments incorporate several actions, including: 

 

˃ To advise and implement economic policies that promote improved living standards, stability 

and job creation; 

˃ Continue to develop the process of budget and policy proofing as a means of advancing 

equality, reducing poverty and strengthening economic and social rights; 

˃ The development and promotion of economic, fiscal and financial policy advice in support of 

the Government’s policy on climate action and climate finance. 

 

Against this background, the purpose of this paper is to document the well-being implications from 

policy developments under the remit of the Department of Finance.  It is a ‘living’ document and it will 

be updated for each annual Budget.  To that end, the traditional budgetary analysis has been expanded 

                                                      
2 Available at: https://www.oecd.org/social/beyond-gdp-9789264307292-en.htm 
3 Available at: https://www.gov.ie/en/publication/7e05d-programme-for-government-our-shared-future/  
4 Available at: https://www.gov.ie/en/press-release/fb19a-first-report-on-well-being-framework-for-ireland-july-2021/  
5 Namely: Subjective Well-being; Mental and Physical Health; Income and Wealth; Knowledge, Skills and Innovation; Housing 
and Built Environment; Environment, Climate and Biodiversity; Safety and Security; Work and Job Quality; Time Use; 
Connections, Community and Participation; Civic Engagement, Trust and Cultural Expression. 
6 See Statement of Strategy 2021-2023, Department of Finance, available at: 
https://assets.gov.ie/122270/1d8bd1ca-295f-42b2-9998-1c83ae04e716.pdf 

https://www.gov.ie/en/publication/7e05d-programme-for-government-our-shared-future/
https://www.gov.ie/en/press-release/fb19a-first-report-on-well-being-framework-for-ireland-july-2021/
https://assets.gov.ie/122270/1d8bd1ca-295f-42b2-9998-1c83ae04e716.pdf
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to assess how the Budget is contributing to wider societal goals, in particular enhancing equality, 

supporting climate action and improvements in quality of life.   

 

The remainder of the document proceeds as follows.  Chapter 2 presents the well-being framework. In 

chapter 3, the estimated distributional impacts of tax and welfare measures in Budget 2023 are 

presented, while the analysis in chapter 4 takes a strategic look at the role of the income tax system in 

Ireland in reducing inequality. Chapter 5 turns to equality budgeting, analysing the effects of incremental 

budgetary policy and tax policy on a range of equality related metrics and societal groups.  Chapter 6 

summarises the green budgeting analysis, elaborating on the climate impacts of tax policy, considering 

both incremental budgetary policy and the entirety of the tax system, and, finally, chapter 7 concludes. 
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Chapter 2 
Well-being 

2.1 The well-being agenda 

In recent years, a consensus has emerged that traditional economic indicators, such as GDP, do not 

capture the true, or underlying, living standards of the population, as they cannot account for issues 

such as environmental sustainability, inequality of outcomes, and the lived experience of citizens.  

 

The multi-dimensional concept of well-being has emerged in recognition of the need to move beyond 

macroeconomic measures such as GDP to encapsulate all of what matters for people to “live fulfilled 

lives now and into the future”.7 

 

This ‘Beyond GDP’ agenda was established in 2008, with the creation of the Stiglitz-Sen-Fitoussi 

Commission by the French Government.  The Commission was set up to identify the limits of GDP and 

to consider alternative measurement tools and indicators.  The key finding in the Commission’s report 

was the need for the “measurement system to shift emphasis from measuring economic production to 

measuring people’s well-being”.8 

 

Since then, the concept of well-being has moved up the international policy agenda.  From a multilateral 

perspective, the OECD has been a global leader in advancing and communicating the well-being 

approach to policy and, in 2011, introduced a framework for measuring a country’s progress.  Progress 

is assessed via biennial reports on the well-being of OECD countries.9  

 

On a unilateral basis, a large number of OECD countries have developed their own internal frameworks 

for well-being.  One of the more developed frameworks is that of New Zealand, which produced its first 

‘Well-being Budget’ in 2019.  New Zealand is also a member of the Well-being Economy Governments 

partnership,10 along with Iceland, Scotland, Wales and Finland. This group is a collaboration of national 

and regional governments, founded on a joint understanding of the importance of human and ecological 

well-being.  

 

2.2 Ireland’s well-being framework 

In recognition of the need for a broader perspective on progress, the PfG committed to developing new 

measures of well-being in order to create a more well-rounded context for policy-making.  Considerable 

progress has been made towards achieving this commitment.  The First Report on a Well-being 

Framework for Ireland, published last year, introduced the Framework as an important cross-

government initiative seeking to provide a multi-dimensional approach for understanding the impact of 

public policy.  The report set out an overarching vision, a conceptual framework and an accompanying 

dashboard of well-being indicators, which together constitute Ireland’s Well-being Framework.  The 

Second Report, published in June of this year, detailed further progress and refined the conceptual 

framework in light of the outcomes of a comprehensive ‘Public Conversation’ and research 

programme.11   

                                                      
7 See The Well-Being Framework’s Vision and Goals: https://www.gov.ie/en/publication/545b7-the-frameworks-vision-and-goals/  
8 The Report of the Stiglitz-Sen-Fitoussi Commission is available at:  
https://ec.europa.eu/eurostat/documents/8131721/8131772/Stiglitz-Sen-Fitoussi-Commission-report.pdf 
9 More information on this work is accessible from the OECD’s WISE centre, available at:  
https://www.oecd.org/wise/ 
10 More information on the Well-being Economy Governments Partnership is available at:  
https://weall.org/wego 
11 Including a Department of Finance paper on sustainability in the Irish Well-being Framework, available at:  

https://www.gov.ie/en/publication/545b7-the-frameworks-vision-and-goals/
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In addition to the two major reports, a new interactive Well-being Information Hub12 has been developed 

by the Central Statistics Office (CSO) to bring together key well-being indicators in a centralised 

dashboard.  The Government has also launched a Well-being Portal to act as a one-stop shop for all 

information on well-being developments.13  As a member of the Interdepartmental Working Group on 

Well-being and a joint sponsor of the work, the Department of Finance has played a central role in 

supporting the progress of the well-being approach, including conducting research, supporting 

stakeholder engagement and consultation, and guiding the development of the Well-being Framework. 

 

Figure 1: Ireland’s well-being framework 

 

 

Source: Government of Ireland, 2022 

 

Over time, it is intended that the Well-being framework will be used in a systematic way across 

government policy-making, as an important complement to existing economic and performance 

measurement tools.  

 

2.3 Analysis of the well-being dashboard 

The supporting dashboard of the Well-being Framework – accessible through the CSO’s Well-being 

Information Hub – measures life and progress in Ireland through a cohesive set of indicators connected 

to the dimensions of the Framework.  These indicators cover a broad range of life in Ireland, and can 

provide a high-level overview of how the country is doing, as communities, and as individuals.  The 

dashboard of indicators should not be viewed in isolation but rather as a supporting measurement tool 

in the formation of evidence based policy.  

 

High-level analysis of the dashboard is intended to provide an overall picture of the country’s progress, 

using data which facilitate a longer-term view of quality of life. Analysis of the dashboard published in 

June 2022 provides an overall picture of the country’s progress, using data that facilitates a longer-term 

                                                      
https://www.gov.ie/en/publication/3da98-sustainability-in-the-irish-well-being-framework-a-review/ 
12 Available at: https://www.cso.ie/en/releasesandpublications/ep/p-wbhub/well-beinginformationhub/ 
13 Available at:  
https://www.gov.ie/en/campaigns/1fb9b-a-well-being-framework-for-ireland-join-the-
conversation/?referrer=http://www.gov.ie/wellbeing-framework/ 
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view of quality of life.  This section reviews this performance, with updated data where possible.  The 

analysis reviews trends over approximately 5-year periods and examines international comparisons.  

 

Overall, the dashboard paints a generally positive picture of quality of life in Ireland.  Across the thirty-

five indicators, Ireland performs well in twenty-one; five indicators show negative performance, including 

long working hours in main job, greenhouse gas emissions and experience of discrimination.  The 

performance of the other nine indicators, including healthy life years, net Government wealth and the 

labour underutilisation rate, are more nuanced.  There are particularly positive indications across the 

Knowledge, Skills and Innovation, Work and Job Quality and Safety and Security dimensions.  Only 

one of the eleven dimensions reveals a negative overall picture – the Environment, Climate and 

Biodiversity dimension.  

 

The CSO Hub also breaks down each indicator by specific socio-demographic groups, chosen on the 

basis of relevance, research and data availability.  This allows an examination of equality across 

dimensions.  A number of these groups were identified as experiencing inequality across a high 

proportion of indicators.  These are women, single-parent households, households with lower incomes, 

people with permanent sickness or disability, immigrants/non-Irish, and households in rented 

accommodation. 

 

Certain indicators are ‘tagged’ to highlight their importance for sustainable well-being (economic, 

environmental, social & democratic), i.e. in a forward-looking sense.  The performance of these 

indicators provides insight into whether progress is broadly sustainable (supports maintenance of well-

being at least at current levels into the future).  Of the fourteen ‘sustainable’ indicators, two show an 

overall negative performance.  These are greenhouse gas emissions and water quality, and are 

therefore concentrated in environmental sustainability.  A further five show a neutral performance.  

 

Since the first analysis of the dashboard was published in May 2022, newly published statistics have 

resulted in changes to the broad understanding of life in Ireland.  There was a reduction in healthy life 

years in 2020, resulting in a change to the five-year trend.  Greenhouse gas emissions reduced in 2020, 

although this was pandemic-related.  Finally, net Government wealth, which had experienced a 

reduction over the pandemic period to provide much-needed Government supports, has rebounded 

somewhat and is now on an upward trend. 

 

Overall, while the dashboard provides a positive picture of the country, it points towards specific areas 

that suggest sustained issues over the longer-term across quality of life, sustainability and equality.  

 

2.4 Policy through a well-being lens 

Over time, it is intended that the Well-being Framework can serve as a useful complementary tool within 

the public policy formulation process.  The early stage of work to embed the Framework is underway, 

and is being progressed through a number of parallel streams (chapter 6.5).  A key aspect of this initial 

phase is to link existing policy to the Well-being Framework, exploring the connections between public 

policy and well-being to build a foundation for the Framework to input into policy analysis and evaluation.  

 

This section applies the Framework to a selection of policy measures taken in previous Budgets, to 

provide a snapshot into how public policy can be viewed through the lens of well-being.  It clarifies the 

linkages which exist between specific policy measures and the relevant dimensions of well-being, 

considering trade-offs and synergies outside of the immediate policy area.  This is one respect in which 

the Framework adds value, allowing trade-offs to be assessed in a more structured and holistic way.  



Beyond GDP - quality of life assessment   page 6 

While the primary purpose of this exploration is to illustrate an application of the Well-being Framework 

to policy, the measures discussed remain in place and their links to well-being are still relevant.  

Moreover, this piece helps to widen focus from the most recent policy changes to the full scope of policy 

and its status quo effects, in line with the Framework’s goal to create longer-term, more holistic thinking.   

 

To narrow down the measures for consideration in this snapshot, two dimensions of the Well-being 

Framework have been selected – Environment, Climate, and Biodiversity and Income and Wealth.  Both 

dimensions contain sustainability indicators which, given the challenges of the last few years in 

particular, merit closer examination.14  Crucially, this analysis does also consider the wider impacts of 

the specific measures looked at across all relevant dimensions of the Well-being Framework, in keeping 

with the goal of a less-siloed, more holistic approach to policy. 

 

2.4.1 Environment, Climate and Biodiversity  

Environment, Climate and Biodiversity is concerned with the environment that an individual lives in, now 

and in the future.  This dimension encompasses the global consequences of climate change, and 

Government action to address climate change is most closely connected to this dimension of well-being.  

In recent years, there have been substantial changes made to public policy to address the challenge of 

climate change, with taxation policy having a significant role to play.  

 

A number of substantial policy measures have been taken in this space over recent years.  The 

introduction of a carbon tax was a vital step towards a low-carbon future for Ireland.  This tax was first 

introduced in 2010, but legislation has more recently provided for annual increases of €7.50 per tonne 

each year up to 2030.  Budget 2021 and Budget 2022 both included action to fulfil this commitment.  

The purpose of the carbon tax and increases thereof is to gradually increase the financial disincentive 

for the use of carbon-emitting fuels and to increase the incentives in favour of greener sources of 

energy.  In this way, this policy action can reduce the negative impact Ireland has on the climate by 

motivating the shift to a more sustainable energy regime.  It also has the potential for positive 

externalities outside of the dimension of Environment, Climate and Biodiversity; for example, by bringing 

about an improvement in air quality which could improve well-being outcomes in the dimension of 

Physical and Mental health. 

 

It is also important to consider the potential impacts of increases to the carbon tax on areas of well-

being other than Environment, Climate, and Biodiversity. From the multi-dimensional perspective of the 

Framework, the carbon tax has the potential to reduce well-being within the Income and Wealth 

dimension and through that financial channel, to have knock-on effects on well-being more broadly. 

Over time, as cleaner forms of energy become more accessible and less expensive, the negative 

impacts of the carbon tax will reduce accordingly.  

 

In the short-term, the potentially regressive impact of increases in the carbon tax were recognised, and 

policy was designed to reduce the negative effect of the tax for the most vulnerable.  The additional 

revenue from the carbon tax was ring-fenced for the purposes of protecting the most vulnerable and 

supporting the transition to a low carbon economy, in line with the PfG commitment.  For Budget 2022, 

this included targeted social welfare initiatives to prevent fuel poverty, and investment in a socially 

progressive national retrofitting campaign.   

 

In addition to the carbon tax, the Government has, in recent years, made many adjustments to policy 

to incentivise a more sustainable society.  One of the major focal points has been the policy actions to 

                                                      
14 For example, the pandemic had a substantial impact on Government finances, and the urgency and relevance of the climate 
crisis is only increasing over time. 
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encourage a shift towards use of electric vehicles.  This has included an extension of the relief on 

vehicle registration tax for battery electric vehicles, an extension of the benefit-in-kind (BIK) deduction 

for electric vehicles, and the introduction of an environmental rationale for BIK commercial vehicles from 

2023.  In addition, changes have been announced to strengthen the environmental rationale of the 

vehicle registration and motor tax systems.  

 

These policy measures are intended to reduce the carbon emissions created by vehicles in Ireland, 

both by encouraging a switch to cleaner electric vehicles and by directly disincentivising ownership of 

emissions-heavy vehicles (which might alternatively motivate a shift to public transport).  

 

2.4.2 Income and Wealth 

The dimension of Income and Wealth refers to the financial resources that determine an individual or 

society’s ability to meet their day-to-day needs and wants. Government policy, through the system of 

taxes and transfers, plays a significant role in determining the allocation and distribution of financial 

resources in Ireland.  Indeed, Ireland has one of the most progressive systems of taxes and transfers 

in the OECD (Chapter 4).15  

 

In recent years, income tax measures have been taken to reduce the tax burden on individuals, raising 

well-being in the dimension of Income and Wealth by increasing the financial resources available to 

households.  These measures have included increases in the standard rate tax bands; increases in the 

personal tax credit, employee tax credit, and earned income credit; and changes to USC bands.  These 

changes benefit everyone who pays income tax, and allow individuals and households to allocate more 

financial resources towards the areas of well-being they deem most important.  The less visible trade-

off to lowering the tax burden on individuals is that the Government cannot put those resources towards 

direct expenditure which would increase well-being through other channels. 

 

In addition to determining overall tax intake for revenue raising purposes, the tax system is also a means 

to increase income and wealth equality.  The overall progressivity of the income tax system acts toward 

this goal, along with specific measures designed to improve well-being for the least well-off in society.  

For example, in Budget 2022 the minimum wage was increased to €10.50 per hour, helping promote a 

minimum level of well-being in the dimension of Income and Wealth.  Nevertheless, there are possible 

well-being trade-offs to this policy action, with the potential for a higher minimum wage to impact on job 

creation (depending on the rate), in turn affecting well-being in the dimension of Work and Job Quality. 

 

Taxation and transfer policy is also used more specifically to target vulnerable groups and incentivise 

positive outcomes.  For example, in Budget 2021 the dependent relative tax credit was raised from €70 

to €245, while in the previous year the home carer credit was increased by €100 to a total value of 

€1,600.  These tax credits relate to the dimension of Income and Wealth, but also have strong linkages 

to the dimensions of Connections, Community and Participation and to Work and Job Quality.  These 

tax credits recognise the contribution of unpaid care work to society.   

 

Taking a broader scope, the sustainability of Government finances is also an important component of 

well-being within the dimension of Income and Wealth, as the dimension encompasses not only the 

financial well-being of individuals, but also the collective income and wealth of society as a whole.  This 

includes the financial position of the Government, its sustainability and its resilience to shocks.  These 

elements of well-being are reflected in the Wealth and Economic Security aspects of the Income and 

Wealth dimension, and are represented by the net Government wealth indicator in the dashboard.  

                                                      
15 Available at: https://www.oecd.org/gov/gov-at-a-glance-2021-ireland.pdf  
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In Budget 2020, the Government ‘balanced the books’, an important fiscal milestone to place public 

finances on a sustainable footing.  This positive development was subsequently upended by the Covid-

19 pandemic and the need for Government to run large fiscal deficits to support businesses and 

households throughout the pandemic.  This is an excellent example of why sustainability and resilience 

in Government finances are significant from a well-being perspective.  The Government’s sound 

financial position entering the pandemic enabled policy actions to support incomes and bolster the 

health sector.  By Budget 2022, Ireland’s debt ratios were once again on a downward trajectory, and 

the Government forecast a return to a sustainable path for the nation’s finances.  Budget 2023 will go 

one-step further, setting aside some of the surplus in the National Reserve Fund. 

 

Budget 2021 also established the Commission on Welfare and Taxation (the Commission), created to 

independently consider how best the tax system can support economic activity and prosperity, while 

ensuring resource use is sustainable to meet the costs of public services over the medium and long 

term.  The Commission recently published its report, setting out its recommendations for refining the 

taxation and welfare systems to ensure sustainability over the long-term.16  This represents a central 

issue for Ireland in coming decades, and is intertwined with many of the major impending challenges to 

well-being, including ageing demographics, the just-transition, and the rise of digital disruption and 

automation. 

 

2.5 Embedding and implementation 

Having developed and refined the Well-being Framework, the next phase of work is to embed the 

Framework into the broader system of policy-making.  The intention is that, over time, the Framework 

can come to play a role in the identification of policy priorities and the assessment of policy measures.  

This next phase of work will be guided by a whole-of-Government interdepartmental group chaired by 

the Department of the Taoiseach. 

 

The challenge of implementation will be achieved through a number of parallel streams, with some 

progress already made towards embedding the Framework.  For example as with the dashboard 

analysis, which can provide high-level evidence and context for the identification of potential policy 

priorities (Section 2.3). This analysis was featured in the Summer Economic Statement and the 

Framework fed into the National Economic Dialogue this year.  The well-being perspective will continue 

to be considered in expenditure and policy evaluation, building on performance and equality budgeting.  

 

While the development of the Irish Well-being Framework and dashboard are important building blocks 

in developing a holistic view of how Irish society is faring, embedding well-being within the policy-making 

process will require time and further consideration of the relationship between well-being and public 

policy. Over the course of the last year, a number of initiatives have been developed to support this. In 

relation to the Budget, the Department of Public Expenditure & Reform is finalising a working paper that 

locates well-being within the context of the budgetary process.17  More generally, the Department of 

Public Expenditure & Reform is finalising a second working paper that locates well-being within a public 

policy context, focusing on issues around the use of evidence to inform the policy process. Finally, a 

well-being perspective can make an important contribution to the design and implementation of new 

policies and programmes and to this end, the Department of Public Expenditure & Reform intends to 

examine how a well-being perspective can inform the various stages of the policy cycle.    

 

                                                      
16 The full report of the Commission on Taxation and Welfare is available at:  
https://www.gov.ie/en/publication/7fbeb-report-of-the-commission/ 
17 In particular, the paper proposes an approach that provides a cross-governmental description of budgetary expenditure 
decisions in terms of well-being dimensions (to complement the existing Vote Group approach to presenting such decisions) and 
“tags” expenditure so as to describe the overall level of allocated resources in terms of well-being dimensions. 
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Over time, the well-being approach can be further progressed through the development of a broader 

evidence base and new research tools. In this next phase, the Department of Finance will continue to 

support the advancement of the well-being approach, by seeking to enhance and foster the 

improvement of well-being in Ireland.  

 

2.6 Summary 

Significant steps have been taken since the publication of the PfG commitment on well-being in October 

2020. A conceptual framework and accompanying dashboard have now been established, two phases 

of public consultation were undertaken, and a range of bespoke research has been completed and 

published including research by the Department of Finance. Nevertheless, the Irish Well-being 

Framework remains a recent innovation and is still very early in the process of implementation. By 

comparison, the New Zealand Treasury published its first iteration of the Living Standards Framework 

in 201118, and did not produce its first Well-being Budget until 2019. 
 

In addition to setting out Ireland’s progress in terms of well-being, this report presents updated analysis 

of the well-being dashboard. The updated analysis, in line with previous iterations, presents a generally 

positive picture of well-being in Ireland. Across the thirty-five indicators of the dashboard, Ireland 

performs well in twenty-one, while others show a more negative or nebulous performance. Of the eleven 

dimensions in the dashboard, only the Environment, Climate and Biodiversity dimension reveals a 

negative picture when taken as a whole. Overall, while Ireland’s performance is generally positive, the 

dashboard points towards specific areas which may be experiencing sustained issues across quality of 

life, sustainability and equality. 
 

The snapshot analysis set out in this piece provides a sample of how public policy can be viewed 

through the lens of well-being. The application of the Framework to previous Budget measures provides 

clarification on the linkages between policy and well-being at the micro level. Focusing on the 

dimensions of Climate, Environment, and Biodiversity, and Income and Wealth, the links between 

recent changes to Government policy and well-being in terms of the environment and in terms of income 

and fiscal sustainability are drawn out. This also allows for a more explicit consideration of trade-offs 

and synergies.  

 

Looking ahead, the next phase of work will build on existing links between public policy and well-being 

to embed the Well-being Framework into the policy-making process. Over time, it is intended that the 

Well-being Framework will aid in the identification of policy priorities and the evaluation of policy 

measures.  

 

The progress made to-date on well-being reflects a whole-of-government approach and the 

commitment to drive this innovation forward. The Department of Finance, as a joint sponsor of this work, 

will continue to contribute to and support further advancement on the well-being approach. 

Nevertheless, the implementation of well-being into policymaking will take time and will, by necessity, 

be an iterative process.   

 
  

                                                      
18 New Zealand is widely recognised as a pioneer in well-being work, and more information on New Zealand’s Living Standards 
Framework is available at:  
https://www.treasury.govt.nz/information-and-services/nz-economy/higher-living-standards/our-living-standards-framework 
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Chapter 3 
Distributional analysis of Budget 2023 

3.1 Introduction 

As stated at the outset, the PfG provides a commitment to developing processes to advance social 

solidarity, equality of opportunity, and reaching ecological harmony and economic equity.  The PfG 

further commits to focus any tax rises on behaviours with negative externalities, such as carbon taxes. 

 

The purpose of this chapter is to assess the distributional impact of the main tax and welfare measures 

adopted in Budget 2023, including the October to December Cost of Living (CoL) package. While there 

is some overlap between these definitions, for the purpose of clarity, all measures impacting in 2022 

are grouped under CoL measures, while all measures impacting in 2023 are grouped under Budget 

2023 measures. Before proceeding, it is important to stress that the income taxation system in Ireland 

is one of the most progressive in all advanced economies (see chapter 4).  The quid pro quo of a 

progressive income tax system is that any reductions (including ‘indexation’) in income taxation will 

inevitably be somewhat regressive. It is also important to recognise that the distributional analysis only 

captures the impact of changes to the tax and welfare system. For a complete picture of the 

distributional impact of the Budget, the above measures would need to be considered in conjunction 

with significant changes to wider public expenditure and public service provision, for instance in the 

areas of health, education, etc. 

 

3.2 Methodology and policies analysed 

The distributional effects of tax and welfare policies are assessed using the Economic and Social 

Research Institute’s SWITCH (Simulating Welfare and Income Tax Changes) tax-benefit model and 

indirect taxes satellite model ITSim (Indirect Taxes Simulation).19  Analysis is conducted by measuring 

the effects of policy changes on equivalised household disposable income groups, by income decile.20 

 

The net impact includes the effects of direct tax measures, changes in indirect tax and the package of 

welfare measures.  Before proceeding, however, it is important to highlight several caveats with the 

model.  Estimates are shown on a static ‘overnight’ basis and do not account for any behavioural 

response to the announced policy changes.  It should also be stressed that the model cannot account 

for all measures undertaken in the Budget, including, as noted above, the impact of broader public 

expenditure increases and improvements in the provision of public services.  Finally, the analysis is not 

conducted against an inflation adjusted no-policy change scenario, but shows the impact of budgetary 

measures in nominal terms. 
 

The tax and welfare changes introduced in Budget 2023 and which are included in the simulation are 

set out below (table 1).  As evident, the vast majority of measures outlined in the Budget are included 

in the analysis.  
  

                                                      
19 This material was prepared by the Department of Finance and the Department of Public Expenditure and Reform. 
20 Household income is measured taking account of the differences in a household’s size and composition, and thus is 
equivalised or made equivalent for all household sizes and compositions. Income deciles refer to groups of ten equal-size 
groups of households, where each group contains 10 per cent of households. The first decile group contains the 10 per cent of 
households with the lowest gross household income, while tenth decile refers to the group containing the 10 per cent of 
households with the highest household income. 
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Table 1: measures included / excluded in the microsimulation 

Measure 
Included (√) / 

excluded (X) 

  

Measures for 2022 (Cost of Living measures)  

Welfare  

All welfare measures – double week payment (October) and (Christmas) √ 

Child benefit – double month payment (November) √ 

Fuel allowance - €400 lump sum (November) √ 

Carer’s support grant and disability support payment - €500 lump sum (November)^ √ 

Living alone allowance - €200 lump sum (November) √ 

Working family payment - €500 lump sum (November) √ 

Electricity credit - €200 credit (November) √ 

  

Tax and Levies  

Excise on Petrol and Diesel – extension of reduced rates to end-December 2022 √ 

Excise on MGO – extension of reduced rate to end-December 2022 X 

VAT on Gas and Electricity – extension of reduced rate of 9 per cent to end-December 2022 √ 

Carbon tax – increase of €7.50, to new rate of €48.50 per tonne (Petrol and Diesel only, on a pro-rata basis) √ 

NORA levy – reduction in levy by 2 cent  per litre (VAT exclusive) for petrol and diesel to end-December 2022 √ 

Income tax - rent tax credit - €500 √ 

  

Measures for 2023 (Budget 2023 measures)  

Welfare  

All weekly rates - Increase by €12 from 1 January 2023 √ 

Working family payment – increase thresholds by €40 per week √ 

Fuel allowance – increase means limit to €200 above the relevant state pension contributory rate √ 

Fuel allowance – increase means test for over 70s to €500 (single person) and €1,000 (couple) X 

Fuel allowance – disregard disablement benefit and half-rate carer’s allowance X 

Qualified child increase of €2 per week √ 

Disability allowance – increase earnings disregard to €165^ √ 

Domiciliary care allowance – increase rate to €330 X 

Electricity credit - €200 credit for each of January 2023 and March 2023 √ 

  

Tax and Levies  √ 

Excise on Petrol and Diesel – extension of reduced rates to end-February 2023 √ 

Excise on MGO – extension of reduced rate to end-February 2023 X 

VAT on Gas and Electricity – extension of reduced rate of 9 per cent to end-February 2023 √ 

Carbon tax – increase of €7.50, to new rate of €48.50 per tonne (Petrol and Diesel full year, all else from 1 May 2023) √ 

NORA levy – reduction in levy by 2 cent per litre (VAT exclusive) for petrol and diesel √ 

USC – increase in USC 2 per cent rate income band by €1,625 (€21,295 to €22,920) √ 

Income tax - €75 increase in personal tax credit, PAYE tax credit, and EITC; €100 increase in home carer’s tax credit √ 

Income tax - rent tax credit - €500 √ 

Income tax – Increase in single standard rate band by €3,200 (€36,800 to €40,000) √ 

Income tax – Increase in one-parent family standard rate band by €3,200 (€40,800 to €44,000) √ 

Income tax – Increase in married couple/civil partner standard rate band by €3,200 (€45,800 to €49,000) √ 

Public Transport – 20 per cent reduction in Fares √ 

* proportionate increase for qualified adults and those on reduced rates of payments being modelled 
^ model unable to capture change to blind pension in the analysis 

 

Source: Department of Finance.  
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3.3 Estimated distributional impact 

The net tax and welfare package outlined in Budget 2023 benefits all income levels, with equivalised 

disposable income increasing for all income deciles (figure 2A).21  In net terms, households experience 

an average gain in weekly disposable equivalised income of 1.6 per cent as a result of the CoL package 

and 3 per cent as a result of the Budget package, with the overall impact being strongly progressive. 

 

The 2022 CoL measures boost the net disposable income of those in the first three deciles by an 

average of 4.5 per cent; for those in income deciles 4 to 10, the average increase in net disposable 

income is 1.4 per cent.  The Budget 2023 measures boost the net disposable income of those in the 

first three deciles by an average of 5.2 per cent. The largest income gains are for those in the deciles 1 

and 2, mainly on foot of welfare measures.  

 

The Budget 2023 welfare measures provide an average benefit of 0.8 per cent across all income 

deciles, but this is significantly higher for income deciles 1 and 2, which experience a 3.5 per cent gain 

each. These income deciles also benefit the most from the CoL welfare package, at 3.8 per cent and 

3.9 per cent respectively, while the average benefit is 0.9 per cent.  

 

In terms of tax instruments, the average gain from Budget 2023 direct tax measures is a 1.4 per cent 

increase in weekly disposable income, with proportionally greater gains from direct tax measures 

experienced by households in deciles 7-9 of the income distribution.  For Budget 2023 indirect taxes, 

the increases in carbon tax and excise duties are regressive.  That said, these regressive impacts are 

small and are more than offset by increases in welfare payments; while this is true for all income deciles, 

it is especially the case for the first three income deciles. The CoL indirect taxes provide a small gain in 

incomes, which is almost evenly distributed across all income deciles.  

 

Figure 2: change in household disposable income due to CoL measures, per cent 

A: by income decile, as per cent of weekly disposable 
income 

 
B: by household type, as per cent of weekly disposable 
income 

 

 

 

Source: Department of Finance calculations using ESRI’s 
SWITCH 5.3 micro-simulation programme and ITSim 
indirect taxes satellite model. 

 Note– w/a = working age; n/c = no children; w/c = with 
children; r/a = retirement age. Other category is only 
provided in IT SIM analysis. 
Source: Department of Finance calculation using ESRI’s 
SWITCH 5.3 micro-simulation programme and ITSim 
indirect taxes satellite model. 

 

 

                                                      
21 Equivalisation adjusts household income on the basis of household size and composition. 

5.1
5.0

3.5

2.7

2.0

1.5
1.3

1.0
0.8

0.6

0.0

1.0

2.0

3.0

4.0

5.0

6.0
D

e
c
ile

 1

D
e

c
ile

 2

D
e

c
ile

 3

D
e

c
ile

 4

D
e

c
ile

 5

D
e

c
ile

 6

D
e

c
ile

 7

D
e

c
ile

 8

D
e

c
ile

 9

D
e

c
ile

 1
0

Energy Credit Income Tax Social Welfare

Indirect Taxes Overall measures

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

Single
w/a,
n/c

Lone
parent

Couple
w/a,
n/c

Couple
w/a,
w/c

Single
r/a

Couple
r/a

Other

Energy Credit Income Tax

Social Welfare Indirect Taxes



Beyond GDP - quality of life assessment   page 13 

Both the net CoL package and net Budget 2023 tax and welfare package benefit all household types 

(or family types) (figure 2B).  Single retirement age households and lone parents gain proportionally 

the most from both the CoL package and Budget 2023 package, with social welfare measures 

contributing the most to these gains. Working-age couples without children experience the most 

significant gains from a Budget 2023 from a reduced direct tax burden. The energy credit will provide a 

significant benefit to all households in both 2022 and 2023. 

 

Figure 3: change in household disposable income due to Budget 2023 measures, per cent 

A: by income decile, as per cent of weekly disposable 
income 

 
B: by household type, as per cent of weekly disposable 
income 

 

 

 

Source: Department of Finance calculations using ESRI’s 
SWITCH 5.3 micro-simulation programme and ITSim 
indirect taxes satellite model. 

 Note– w/a = working age; n/c = no children; w/c = with 
children; r/a = retirement age. Other category is only 
provided in IT SIM analysis. 
Source: Department of Finance calculation using ESRI’s 
SWITCH 5.3 micro-simulation programme and ITSim 
indirect taxes satellite model. 

 

3.4 Summary 

This distributional analysis of Budget 2023 tax and welfare measures indicates that households 

experience an average gain in weekly disposable equivalised income of 3 per cent, in net terms.  The 

CoL package to the end of 2022 provides a gain of 1.6 per cent in net terms. The overall impact of these 

measures are also shown to be strongly progressive, with deciles 1 and 2 showing the strongest gains, 

due in large part to increases in welfare measures.  All income decile groups experience income gains 

from the overall Budget package and this is also shown to be the case for all household types, with lone 

parents and single retirement age households gaining proportionally the most.   

 

The analysis also indicates that the overall budget package, particularly the increases in welfare, 

significantly offset any potential regressive impacts of the carbon tax.  This is particularly the case for 

the first three income deciles. 

 

In 2023, disposable income of households in income deciles 6 – 10 improve mainly because of direct 

and indirect tax measures.  For households in income deciles 1 – 5, welfare measures and the energy 

credit are responsible for most of the gain in disposable income. 
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     Chapter 4 
Progressivity of the Irish income tax system 

4.1 Introduction 

The PfG sets out the Government’s aim to deliver a better quality of life for all, including equality within 

society. To that end, the distributional analysis of Budget 2023 assessed the impact of the changes in 

the tax and welfare system across the income distribution. However, annual budgetary changes simply 

amend the existing system, the impact of which is obviously much larger than any changes to it. The 

purpose of this chapter, therefore, is to report on income distribution in Ireland and to highlight the role 

of the tax and welfare system in influencing this distribution. 

 

4.2 Income distribution in Ireland 

4.2.1: the ‘Gini coefficient’ – a primer 

The so-called ‘Gini coefficient’ (hereafter the ‘Gini’) is the international standard for measuring the 

dispersion of income within a country.  For any country, the Gini lies in the range 0-1, with a more 

unequal distribution of income resulting in a higher figure within this range.  For example, in a 

hypothetical situation in which all households have equal income, the Gini would be 0; at the other end 

of the spectrum, a hypothetical situation in which all the income in a country accrued to a single 

household would generate a Gini of 1.  

 

Importantly, the Gini can be calculated on the basis of both market income (i.e. household income 

before tax and transfers are taken into account) and disposable income (i.e. household income after 

tax and transfers are applied).  In this way, the role of the tax and welfare systems in addressing income 

redistribution can be assessed.  The Gini measured on the basis of disposable income captures the 

distribution of income after the tax and welfare systems have performed their redistributive function.  It 

stands to reason that the Gini measured on this basis is the most suitable for the purposes of examining 

effective inequality. 

 
4.2.2: the ‘Gini coefficient’ in Ireland – evolution over time 

The Gini for market income inequality, or income inequality pre-tax and transfers, and disposable 

income inequality, or income inequality post tax and transfers is shown below (figure 4A).  This is 

calculated using the OECD income definition, which includes a more detailed breakdown of transfers 

received and paid by households and a revised definition of household income.22  While data for Ireland 

goes back to 2004 using this definition, data for other countries is more limited and therefore the below 

analysis begins with 2008. Updated OECD data are expected to be released in October 2022. 

 

Market income inequality increased during the global financial crisis (2008/09) and the euro area 

sovereign debt crisis (2010 – 2012), both in Ireland and across the OECD.23  The increase in Ireland 

was larger than elsewhere and, by 2011, Ireland had the highest level of market income inequality in 

the OECD.  Market income inequality peaked in Ireland in 2012 and has subsequently been on a 

downward trajectory.  By 2018 (latest available cross-country data), the market income Gini had fallen 

to 0.52, a significant narrowing relative to the OECD average. 

                                                      
22 Available at: https://stats.oecd.org/index.aspx?queryid=66670 
23 The Gini coefficients outlined are calculated on the basis of equivalised household income.  Equivalisation adjusts household 
income on the basis of household size and composition.  The OECD uses a scale of 1 for the first adult, 0.7 for subsequent adults 
and 0.5 for each child in the household.  In this way, the income of all households is expressed in terms of a single adult household. 
For instance, a single adult household with an actual income of 100 (100 ÷ 1 = 100) is considered to have the same equivalised 
income as a two adult household with an actual income of 170 (170 ÷ {1+0.7} =100). 
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Income inequality based on disposable income is also set out below (figure 4B) and reverses the 

relative position of Ireland.  In particular, once taxes and transfers are taken into account, the distribution 

of income in Ireland is much more equal than in the OECD as a whole.  The markedly lower values of 

the Gini attest to the strongly redistributive nature of the tax and welfare systems in Ireland and across 

the OECD.  The larger reduction in the disposable income Gini in Ireland relative to the OECD average 

illustrates that the Irish system is comparatively successful in reducing income inequality. Overall, the 

data show that while market income inequality can be changeable, disposable income inequality has 

remained remarkably stable over time, both in the OECD as a whole and in Ireland specifically. 

 

Figure 4: Gini coefficient in Ireland and the OECD, 2008 – 2018 

A: market income Gini  B: disposable income Gini 

 

 

 

Note: OECD = 15 Member States for which data are 
available. 
Source: OECD, Income distribution and poverty dataset.  

Note: OECD = 15 Member States for which data are 
available. 
Source: OECD, income distribution and poverty dataset. 

 

4.3. Impact of the tax and welfare system 

The extent to which taxation and welfare respectively contribute to the narrowing of income inequality 

in Ireland is examined further below. 

 

The difference between the market Gini and the disposable income Gini is decomposed into the 

difference arising from taxation and from welfare (figure 5A).  The data show that, in 2018 (the most 

recent year for which data are available), Ireland’s welfare system made a greater contribution than the 

tax system in reducing income inequality.   
 

This feature is also common across the OECD (figure 5B), where the latest data (again, 2018) show 

that Ireland recorded the third largest absolute reduction (0.23) in the Gini between market and 

disposable income; only in Finland and Belgium did the tax and welfare system have a greater impact.  

One-third of the reduction in Ireland was attributable to the tax system, a proportion exceeded in only 

three OECD countries (i.e. Israel, Australia and Canada).  Notably, the absolute size of the reduction in 

inequality in the Irish Gini due to tax has remained the largest in the OECD each year since 2009.  

 

The OECD has not yet published Gini data for Ireland for 2019.  However, Irish SILC (Survey on Income 

and Living Conditions) data suggest that this trend of progressivity was maintained in 2019.  These data 

show that the absolute reduction in the Gini between market income and disposable income was also 

0.40

0.45

0.50

0.55

0.60

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

IE OECD

0.20

0.25

0.30

0.35

0.40
2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

IE OECD



Beyond GDP - quality of life assessment   page 16 

0.23.24 Of this, 0.16 of the reduction is attributable to welfare measures and 0.07 of the reduction is 

attributable to tax measures. Overall, the Irish SILC trends relatively similar to the OECD data overtime. 

However, slight differences in the data mean that a direct comparison between other OECD countries 

for 2019 and the Irish SILC data for 2019 would not be completely accurate and so is not undertaken 

in this analysis.  

 

Figure 5: the composition of the Gini coefficient  

A: from market to final income Gini in Ireland  B: from market to final income Gini in OECD (2018) 

  

 

 
Source: OECD, Income distribution and poverty dataset.  Note: OECD = 27 member states for which data available. 
  Source: OECD, income distribution and poverty dataset. 

 

This is consistent with the progressivity of the Irish income tax system, which ensures that the burden 

of taxation falls most heavily on those with a higher ability to pay.  In 2022, it is projected that 34 per 

cent of income earners are exempt from income tax and about a quarter (23 per cent) are liable for the 

higher rate of tax. In addition, it is estimated that the top 1 per cent of income earners, those earning in 

excess of €250,000 will pay 22 per cent of the total income tax and USC collected.  While those earning 

less than €56,000, which represents the bottom 75 per cent of income earners, will contribute only 18 

per cent of total income tax and USC receipts.25 

 

4.4 Income tax progressivity through the prism of the ‘tax wedge’ 

The so-called ‘tax wedge’ is a key determinant of labour demand and supply decisions of businesses 

and individuals respectively.  It represents a measure of labour income that includes the tax paid by 

both the employer and the employee, and removes benefits received, expressing these as a share of 

total employer costs.  A lower tax wedge implies a lower income tax burden or lower social security 

contributions.26  

 

                                                      
24 Source: CSO Survey on Income and Living Conditions, available at: 
https://www.cso.ie/en/statistics/socialconditions/surveyonincomeandlivingconditionssilc/ 
25 See Tax Strategy Group (2022), Income tax paper (22/02), available at: https://assets.gov.ie/231219/b4d0165d-044f-4b22-
893c-7be810701352.pdf  
26 When pre-tax income does not change, a lower income tax burden implies that the individual, or unit, pays proportionally less 
in income tax. A higher income tax burden implies that they pay proportionally more in income tax.  
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In Ireland, the tax wedge for an average single worker has fallen by 3.8 per cent since 2000, with Ireland 

consistently remaining below the equivalent OECD average (figure 6A). Another standardised measure 

routinely used to compare progressivity trends expresses the tax wedge experienced by above-average 

income earners as a share of the wedge facing those on below-average incomes. On this basis, Ireland 

registers as the most progressive EU Member State, and is the third most progressive in the OECD 

(figure 6B).  It should be noted, however, that this measure does not account for the effect of income 

tax expenditures (e.g. pensions), which by their nature tend typically to reduce the effective tax rate 

faced by high-income earners to a greater degree than for lower-income earners.  Consequently, a 

more comprehensive measure of the tax wedge inclusive of tax expenditures would compress the 

reported measure of progressivity.27  

 

Figure 6: the tax wedge, Ireland and the OECD  

A: single person at 100 per cent average earnings, n/c  B: progressivity at 67 per cent and 167 per cent, in 2021 

 

 

 
Note: n/c = without children 
Source: OECD Taxing Wages database. 

 Source: OECD Taxing Wages database 

 

In Ireland in 2020, the take-home pay of an average single worker, after tax and benefits amounted to 

75.1 per cent of their gross wage, identical to the OECD average.  Ireland’s performance, relative  to 

the OECD, differs in the case of an average worker with two children, where take-home-pay after tax 

and family benefits represents 93.2 per cent of gross wages, compared to an OECD average of 87.1 

per cent. 

 

4.5 Summary 

This chapter has described some of the channels through which the tax system impacts on the income 

distribution.  The range of metrics considered serve to demonstrate that compared to other countries, 

the Irish tax and welfare systems contribute substantially to the redistribution of income and a reduction 

in income inequality.  Indeed, the income tax system has become more progressive over time and ranks 

as one of the most progressive in the OECD. 

  

                                                      
27 OECD relative tax wedge ratios are derived using tax rates based on income tax schedules before account is taken for the 
impact of tax expenditures. 
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Chapter 5 
Equality budgeting analysis 

5.1 Introduction 

Last year, as part of Budget 2022, the Department of Finance published a paper entitled Equality 

Budgeting from a Tax Perspective.28  This paper set out the Department of Finance’s approach to further 

developing and mainstreaming equality budgeting within the budget-formation process, particularly in 

relation to tax policy.  This report concluded that the design of the tax system and individual tax policies 

can have a significant impact on societal outcomes.  Changes to tax policy can significantly alter the 

outcomes for different groups, for example in relation to tax individualisation and female workforce 

participation.  This highlights the importance of integrating equality concerns into the design of tax policy 

generally. 

 

This chapter provides an update on the analysis undertaken last year.  It reviews recent discourse on 

equality budgeting internationally; provides an update of high-level statistics on pay as you earn (PAYE) 

taxpayers with respect to certain equality grounds; then presents a distributional analysis of the age tax 

credit.  There is also discussion on the Department’s progress on embedding equality considerations 

as part of the process when establishing or reviewing tax policy measures.  

 

5.2 Recent International developments 
 

As noted by the European Commission,29 there is no consistent definition of equality budgeting.  Ireland 

has adopted a definition, which states that equality budgeting aims for “providing greater information on 

the likely impact of budgetary measures across a range of areas such as income, health and education, 

and how outcomes differ across gender, age, and ethnicity and so on.”30  Accordingly, approaches and 

frameworks have differed across jurisdictions. 

 

In November 2021, the International Monetary Fund (IMF) published a working paper on Gender 

Budgeting in G20 Countries.31  This paper compiles the gender budgeting practices in G20 countries 

and benchmarks country performance using a gender budgeting index as well as data gathered through 

a survey. The authors concluded that, while all G20 countries had enacted gender focused fiscal 

policies and established gender budgeting frameworks, there was limited progress on executing these 

policies, monitoring them and ex-post evaluation. Respondents to the IMF’s survey listed a key barrier 

to implementing gender budgeting being a lack of guidance, coordination, and expertise in gender 

analysis and data. The paper provides recommendations on how countries can enhance the design 

and operation of gender focused fiscal policies, laying out three distinct implementation stages that 

countries may fall into.  The paper also noted that gender budgeting progress does not appear to be 

linked to the level of country development. 

 

In March 2022, the OECD published a report summarising countries’ consideration of gender equality 

within their tax system.32 This is the OECD’s first cross-country report that analyses national approaches 

                                                      
28 Available at: https://www.gov.ie/en/publication/7e491-taxation-measures/  
29 Gender Budgeting Practices: Concepts & Evidence. EU Commission (2022). Available at: 
https://ec.europa.eu/info/publications/gender-budgeting-practices-concepts-and-evidence_en  
30 Equality Budgeting: proposed next steps in Ireland. Department of Public Expenditure and 
Reform (2017). Available at:  
https://www.gov.ie/pdf/?file=https://assets.gov.ie/6428/1d17a8ff885a46678a867a78bbedc657.pdf#page=1  
31 Available at: https://www.imf.org/en/Publications/WP/Issues/2021/11/12/Gender-Budgeting-in-G20-Countries-506816  
32 Tax Policy and Gender Equality: A Stocktake of Country Approaches. OECD (2022). Available at: 
https://doi.org/10.1787/b8177aea-en.  

https://www.gov.ie/en/publication/7e491-taxation-measures/
https://ec.europa.eu/info/publications/gender-budgeting-practices-concepts-and-evidence_en
https://www.gov.ie/pdf/?file=https://assets.gov.ie/6428/1d17a8ff885a46678a867a78bbedc657.pdf#page=1
https://www.imf.org/en/Publications/WP/Issues/2021/11/12/Gender-Budgeting-in-G20-Countries-506816
https://doi.org/10.1787/b8177aea-en
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to tax policy and gender outcomes. The report finds that gender equality is an important consideration 

in tax policy design for most countries, with many already pursuing reforms to improve gender equity. 

In June 2022, the OECD hosted a Ministerial panel discussion to explore how governments can ensure 

that tax and welfare systems are designed to support improved gender equality.33 Also in June 2022, 

the European Commission published a discussion paper titled Gender Budgeting Practices: Concepts 

& Evidence.34 This paper outlines gender budgeting concepts and approaches in some EU and non-EU 

countries, including the various tools used for gender budgeting. 

 

5.3 National developments 
 

The 2021 Public Service Performance Report was published in May 2022.35  The report included an 

update on equality budgeting, with all Departments reporting equality budgeting metrics.  The quality 

Budgeting Advisory Group continues to oversee this work. Following the 2021 Government decision to 

accelerate implementation of equality budgeting, an inter-departmental group was established, with 

representative from all Departments, to embed this policy. 

 

In line with the OECD recommendation to develop an equality data strategy36, the CSO completed an 

equality data audit which was published in October 2020.37  Building on that work, an Equality Data 

Strategy is currently being developed to address gaps and increase availability of disaggregated data. 

A Structural Reform Support Programme (SRSP), a funded project conducted by the OECD, is now 

nearing completion, which will improve the tagging of expenditure to dimensions of equality, well-being 

and green budgeting.  A pilot process has begun, with the final report expected to be published in the 

coming months. 

 

5.4 PAYE taxpayer data 
 

In terms of domestic developments, administrative data can be used to support equality budgeting 

analysis. Payroll data can be obtained on a real-time basis, through a process known as PAYE 

Modernisation, which has been operational for all employers in the State since 1 January 2019.  This 

information includes significant amounts of data on pay, tax, pensions and other topics for each 

employee.38 These data illustrate how the burden of tax falls across a number of demographic 

categories.  There were 2,913,000 taxpayers on record in December 2021, an increase of almost 5 

percentage points on the equivalent figure from December 2019 (2,775,000).  

 

While transitions following severe recessions were often characterised by deep impacts on youth 

workers and long-term scarring, the aftermath of the Covid recession has been one of rapid recovery 

in employment.  This has been fuelled by increased participation rates among the younger age cohorts 

and by females.  According to Labour Force Survey (LFS) data, the participation rate for females (age 

15+) was at 59.8 per cent in the second quarter of this year; for males it was 65.3 per cent. 39  When 

compared to the same quarter in 2019, participation rates were nearly 4 percentage points higher for 

females.  For males, the equivalent was around 2.5 per cent.  Record high participation for women is 

                                                      
33 OECD (2022). A recording of the panel event can be found at: https://www.youtube.com/watch?v=_JIRqTfWTNI  
34 European Commission (2022). Available here: https://ec.europa.eu/info/sites/default/files/economy-
finance/dp165_en_gender_budgeting.pdf  
35 Available at: https://www.gov.ie/en/collection/61d3f-public-service-performance-reports/  
36 OECD Scan of Equality Budgeting in Ireland. OECD (2019). Available at: https://www.oecd-ilibrary.org/governance/oecd-
scan-of-equality-budgeting-in-ireland-equality-mainstreaming-and-inclusive-policy-making-in-action_80b7b9a5-en 
37 Available at: https://www.cso.ie/en/methods/methodologicalresearch/rp-eda/equalitydataaudit2020/  
38 It is important to note that the information received through the real-time reporting system includes retired workers in receipt 
of occupational pensions. In addition, the data cover PAYE income and deductions only (known as “Schedule E”), but income 
from self-employment (“Schedule D”) or other types of non-earned income such as dividend income (“Schedule F”) are not 
included. 
39 Central Statistics Office (2022). Available at:  https://www.cso.ie/en/releasesandpublications/ep/p-
lfs/labourforcesurveyquarter22022/ 

https://www.youtube.com/watch?v=_JIRqTfWTNI
https://ec.europa.eu/info/sites/default/files/economy-finance/dp165_en_gender_budgeting.pdf
https://ec.europa.eu/info/sites/default/files/economy-finance/dp165_en_gender_budgeting.pdf
https://www.gov.ie/en/collection/61d3f-public-service-performance-reports/
https://www.cso.ie/en/methods/methodologicalresearch/rp-eda/equalitydataaudit2020/
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likely a result of both structural and cyclical factors, with remote technologies offering more flexibility, 

but also tighter post-pandemic labour markets presenting more opportunities.  

 

A breakdown of PAYE taxpayers by age and personal status is provided below, informed by the payroll 

data (figure 7).  These data indicate that the largest number of PAYE taxpayers fall within the 35-44 

age bracket, while a majority of taxpayers are single individuals. 

 

Figure 7: PAYE taxpayers in 2021 

A: by age  B: by personal status 

 

 

 

Source: Revenue Commissioners 
 Note : CP = Civil Partnership  
 Source: Revenue Commissioners 

 

The number of taxpayers recorded each month in 2019 and 2021 by gender, is provided below (figure 

8). The number of male taxpayers rose from 1.45 million in December 2019 to 1.52 million in December 

2021, an increase of 4.5 percentage points. Female taxpayers numbered 1.32 million in December 

2019, and the number rose to 1.39 million in December 2021, an increase of 5.5 percentage points. 
 

Figure 8: PAYE taxpayer data by gender, 2019 and 2021 comparison 

A: male taxpayers, in millions   B: female taxpayers, in millions 

 

 

 

Source: Revenue Commissioners  Source: Revenue Commissioners 
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5.5 Distributional analysis of Age Tax Credit 
 

Drilling down further, a range of tax measures can be assessed from an equality budgeting perspective. 

Specifically, these include the age tax credit, blind person tax credit, dependent relative tax credit and 

health expenses relief.40 As part of this analysis, the age tax credit is considered in further detail below.  

Data for claimants of the four tax credits by personal status and gender are displayed in table 2. These 

tax measures are further considered by claimants age range in table 3. The findings suggest that 

recipients of all tax credits are spread broadly across personal status types. It is notable that recipients 

for all tax measures are significantly more likely to be male than female. However, this may be due to 

impacts related to married status, as the spread between single males and single females is much 

closer for these tax reliefs (see table 2). 

 
Table 2: Tax credit claimants, by personal status and gender (2019) 

  age tax credit blind person tax credit dependent relative tax credit health expenses relief 

     

Personal Status     

Single Male 24,100 300 6,100 79,100 

Single Female 27,300 200 5,000 96,700 

Married both earning 61,500 500 9,700 240,800 

Married one earner 77,900 500 8,200 132,800 

Widow/Widower 50,900 200 600 22,800 

Gender     

Male 165,600 1,200 18,600 382,400 

Female 76,100 600 11,000 189,800 

Total 241,800 1,800 29,600 572,200 

 
Notes: Data are rounded to the nearest hundred. Due to rounding, the total figure may not add up precisely to the combined 
values of each status. Source: Revenue Commissioners. 

 
Table 3: Tax credit claimants, by age range (2019) 

  age tax credit blind person tax credit dependent relative tax credit health expenses relief 

     

Age     

<=25  0 600 14,400 

26-34  100 6,300 71,100 

35-34 100 300 9,100 133,200 

45-54 500 400 7,300 129,000 

55-64 7,400 300 3,900 103,600 

65-69 92,700 200 1,100 46,800 

>=70 141,100 600 1,300 74,100 

Total 241,800 1,800 29,600 572,200 

 
Notes: Data are rounded to the nearest hundred. Due to rounding, the total figure may not add up precisely to the combined 
values of each status. For the age tax credit, the 35-44 age range refers to all taxpayers under the age of 44. 
Source: Revenue Commissioners. 

                                                      
40 The blind person tax credit is available for those who are blind or have impaired vision. It is a tax relief target targeted 
specifically at one form of disability and thus on a particular equality ground. The credit amounts to €1,650 for a single individual. 
For a married couple or civil partners where both spouses and civil partners are blind, a credit of €3,300 can be claimed. The 
dependent relative tax credit is available for those who maintain a relative at their own expense, be it their own or a relative of 
their spouse/civil partner. The relative in question must be unable to maintain themselves due to incapacity by old age, disability 
or infirmity. The tax credit of €245 is provided.  Health expenses relief is a general relief for health expenditure for taxpayers. 
While not targeted at any particular demographic, is likely to be claimed by taxpayers with particular health needs, or who pay for 
a dependent’s medical care, indirectly benefitting the elderly, infirm and/or people with long-term medical conditions/disabilities. 
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By age, it is notable that most tax credits have significantly more recipients among middle-aged and 

older age groups (table 3). The age tax credit is applied automatically to all taxpayers aged 65 years 

or over in any given tax year. For single taxpayers, a tax credit of €245 is provided. For taxpayers who 

are jointly or separately assessed, a tax credit of €490 is available. The overall cost of the tax credit 

was €90.2 million in 2019. Given the direct relationship between this measure and age, from an equality 

budgeting standpoint it is worth examining its effectiveness and the benefit it brings to those who qualify 

for it in more detail.  

 

Where a couple are married or in a civil partnership, the joint age tax credit is applied once one spouse 

or civil partner turns 65, regardless of the age of the other spouse/civil partner. As such, there are 

beneficiaries of this tax credit who are under the age of 65, by virtue of being married or in a civil 

partnership with someone over the age of 65. This is reflected in the Age Range (see table 3).  

 

The ESRI’s SWITCH model is used to undertake a distributional analysis of the age tax credit, 

examining its affects by income decile (figure 9A) and by family type (figure 9B).  
 

Figure 9: change in disposable income among households eligible for the credit 

A: by income decile, per cent   B: by family type (per tax unit), per cent 

  

 

  
Notes: w/a = working age; n/c = no children; w/c = with 
children; r/a = retirement age  
Source: ESRI SWITCH model v. 4.3 using 2019 SILC data 

 Source: ESRI SWITCH model v. 4.3, using 2019 SILC data  

 

These factors are examined by using a baseline scenario that removes the annual Age Tax Credit of 

€245, and compares this to a reform scenario where the tax credit exists in its current form.  The 

underlying data use the SILC 2019 release and is updated to reflect inflation impacts.  The analysis 

only focuses on the population of households who qualify for the credit, which was found to be 10.3 per 

cent of all households.41  On average across all income deciles, affected households experience income 

increases of 0.52 per cent due to the application of the credit.  The greatest proportional benefit is 

provided to Income Deciles 5 and 6, before tapering off.  No data are provided in respect of Income 

Deciles 1 to 4.  This is due to statistical disclosure reasons, which occurs in the case of a low number 

                                                      
41 Income deciles refer to groups of ten equal-size groups of households, where each group contains 10 per cent of households. 
The first decile group contains the 10 per cent of households with the lowest gross household income, while tenth decile refers 
to the group containing the 10 per cent of households with the highest household income. To note, the level of income for each 
cohort is not fixed and changes as income changes. 
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of impacted individuals.  This further suggests there are low numbers of households in these deciles 

benefitting from the tax credit as discussed below.  

 

The impact in Deciles 5 and 6 aligns with expectations that the tax credit benefits those with taxable 

income. The age tax credit only benefits those who are liable for tax in excess of the standard personal 

and PAYE/self-employed tax credits. In addition, taxpayers over the age of 65 with a single gross 

income lower than €18,000 (single) or joint gross income of €36,000 (if married or in a civil partnership) 

are exempt from income tax. Exemption limits are increased for every dependent child the individual(s) 

has.  Those whose incomes exceed the exemption limits may qualify for marginal relief. As such, it is 

expected that households in the lower income deciles receive a limited benefit from the age tax credit, 

as they are paying little to no income tax. 

 

Households in the lower income deciles, whose primary source of income may be the State pension, 

may instead benefit from welfare measures such as the household benefit package, the fuel allowance, 

and the increase for living alone, for example. Households in the middle to upper income deciles (which 

do benefit from the age tax credit) may not qualify for the same extent of welfare supports, due to means 

testing. In combination with welfare benefits, the age tax credit aid progressivity as the benefits of the 

tax credit are mainly seen among those in the middle-income groups, with proportional benefits tapering 

off considerably for income deciles 9 and 10. 

 

5.6 Summary 
 

There is a role for tax policy development in advancing awareness of and the focus on equality 

considerations in the State’s interactions with its citizens. Seeking to develop an approach to equality 

budgeting in taxation policy requires that it become a regular feature of the policy development and 

review process undertaken within the Department.  

 

The availability of personal data in relation to taxes constrains the depth of analysis possible. This is 

not a problem unique to Ireland; publications by the IMF and the OECD highlight similar issues in their 

commentary on the progress of gender and equality budgeting across other countries. Nevertheless, 

PAYE Modernisation offers a rich source of data on income, tax paid and related topics. These data 

can be used to explore equality considerations in tax policy in detail, particularly as more years of data 

become available. 

 

Further Ex-post analysis of tax expenditures 

The Department will continue to conduct ex-post analysis of such tax expenditures as future data comes 

available. For example, data on the remote working tax credit are expected to become available in the 

following years, which may provide insight in relation to increased female participation in the workforce, 

following the increased availability of remote working following the Covid-19 pandemic. Further work 

will take place to determine how the Department can embed equality budgeting into fiscal policy reviews 

and development. 

 

In particular, the Commission on Taxation and Welfare Report findings contain 116 recommendations 

on the taxation and welfare systems.42 The Commission notes it has considered the impact of its 

recommendations in specific areas, including gender and equality. Detailed consideration of the 

Commission’s report and recommendations will take place over the medium term, with an awareness 

of the situational challenges facing Ireland in the present day. Reviewing the recommendations may 

offer an opportunity to formally embed equality consideration in taxation policy.   
                                                      
42 Commission on Taxation and Welfare (2022). Available at:  
https://www.gov.ie/en/publication/7fbeb-report-of-the-commission/  

https://www.gov.ie/en/publication/7fbeb-report-of-the-commission/
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Chapter 6 
Green budgeting analysis 

6.1 Introduction 

The development of the well-being framework recognises that traditional measures of economic 

performance fail to capture wider factors that impact on citizens’ quality of life, including social factors, 

such as equality, but also environmental and ecological factors.  

 

Green budgeting is the process of documenting the impact of budgetary measures and wider fiscal 

policy on the transition to a more sustainable, environmental and climate friendly economy.  The 

objective is to make Government action on climate change more transparent and, by raising awareness 

and understanding of the climate impact of wider budgetary policy, this can help promote policy changes 

that will result in improved environmental outcomes. The tax analysis undertaken by the Department of 

Finance complements the Green Budgeting expenditure analysis undertaken by the Department of 

Public Expenditure and Reform.43  

 

6.2 Green budgeting analysis – existing tax measures and Budget 2023 

Green budgeting in relation to taxation measures was first applied in Budget 2022, and the approach 

set out below builds upon this.44 

 

The approach to green budgeting adopted by the Department of Finance considers the climate impact 

of tax measures from a monetary perspective.  It examines tax revenue raising measures and tax 

expenditures (including subsidies related to potential revenue foregone, e.g. with regard to excise 

duties). The tax measures are considered to have a climate positive (or green) impact if they make a 

substantive contribution to one of two environmental objectives, these being climate change mitigation 

and climate change adaptation. Conversely, they will be considered to have a climate negative (or 

brown) impact if they make a substantive negative contribution to one of these two environmental 

objectives.  

 

No specific weighting system is in place to capture the degree of environmental impact; where a 

measure has a positive climate impact it will have a value of +€1 and where a measure has a negative 

climate impact it will have a value of -€1. It is important to note that the specific carbon emissions impact 

of each measure is not estimated, as this is not the focus of the current green budgeting approach. For 

the purposes of this comparison, climate positive and climate negative tax revenue raising measures 

and tax expenditures are summed together, to show either the net positive or net negative climate 

impact. This exercise does not prescribe this specific methodology as the ultimate means of examining 

environmental objectives. The establishment of such a methodology for examining fiscal policy is a 

longer-term project which will be developed overtime. 

 

The balance between climate positive and climate negative measures is calculated to determine the 

overall climate impact, as measured from a monetary perspective.  The balance of realised (or actual) 

costs and revenues over time is set out below (figure 10A).  Tax revenues trend positive and are 

broadly climate friendly, while tax expenditure trends are broadly climate negative. In 2020, climate 

                                                      
43 DPER’s analysis is undertaken annually in the Revised Estimates Volumes for the Public Services, available at: 
https://www.gov.ie/en/collection/e20037-revised-estimates/ 
44 A Review of Green Budgeting from a Tax Perspective, Department of Finance (2022).  Available at: 
https://assets.gov.ie/201243/56e364cf-9bfc-4993-b405-e34784b0c4bc.pdf  

https://assets.gov.ie/201243/56e364cf-9bfc-4993-b405-e34784b0c4bc.pdf
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related tax revenues accounted for approximately €4.9 billion. The overall balance equates to the 

balance of climate positive and climate negative existing tax measures, when measured in monetary 

terms. It is evident that the tax system as a whole has trended climate positive over time, with the 

climate positive monetary balance almost doubling from €1.4 billion in 2011 to €2.5 billion in 2020.45  

Further detail on the analysis of existing tax measures is contained below (chapter 6.3). 

 

 

Figure 10: Green budgeting analysis – climate tax measures, €m 

A: balance of realised costs/revenues  B: balance of estimated climate tax measures  

 

 

 

Source: Revenue, Department of Finance, CSO46  Source: Department of Finance estimates 

 

The balance of tax revenues and tax expenditures from a climate perspective are identified above 

(figure 10A).  Tax revenues are, on balance, climate positive, while tax expenditures are, on balance, 

climate negative. Tax expenditures, in this context, include direct subsidies, such as the diesel rebate 

scheme. Also included are indirect subsidies, such as the difference in excise duty rates between petrol 

and auto-diesel, which is considered to be a revenue gap. In effect, these lower excise duties are not a 

direct subsidy for climate negative behaviour, but an indirect subsidy on the assumption that such rates 

could be higher.  In many instances, such as for auto-diesel, there is still a significant tax rate applied.  

Such lower rates of excise duty accounted for 75 per cent (approximately €1.8 billion) of all climate 

negative tax expenditures in 2020 (approximately €2.5 billion).   

 

Overall, tax measures are climate positive in every year from 2011 to 2020. While the climate positive 

balance remains considerable, the balance of climate positive tax revenue is shown to fall slightly in 

2020. This is linked to a fall in climate positive tax revenues, which has been partly, but not fully offset 

by a corresponding fall in climate negative tax expenditures. The fall in revenues and tax expenditures 

reflects the impact of the Covid-19 pandemic and the related public health restrictions. 

 

                                                      
45 Figures have been updated since Budget 2022 paper, as further data has been identified.  All efforts have been made to include 
all relevant tax measures in this analysis, however, the list of included measures is not exhaustive and is dependent on access 
to data. 
46 Further detail of sources contained in Annex.  
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There is continued growth in the levels of projected climate positive tax measures, in monetary terms, 

as identified above for Budgets 2019 to 2022 (figure 10B). Much of this continued growth is due to 

annual increases in the carbon tax since Budget 2020. While no climate negative tax measures were 

identified here, there are a small number of climate negative tax changes in these budgets.47  However, 

it was not possible to isolate these from wider tax changes and the monetary value attached to such 

measures can be expected to be small.  Overall, these climate negative tax changes would not be 

expected to have a significant impact on the climate positive balance of these Budgets.  The data 

indicate a growing trend in the climate positive balance of budgetary policy.   

 

Table 4: Balance of climate focused tax revenues and tax expenditures, in €m 

 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 

 

Climate Balance: Tax Revenues 4,010 4,041 4,112 4,108 4,264 4,433 4,337 5,510 5,519 4,906 

Climate Balance: Tax Expenditures -2,578 -2,421 -2,526 -2,481 -2,590 -2,596 -2,705 -2,953 -2,903 -2,400 

Overall Climate Balance: Tax Measures 1,432 1,620 1,587 1,627 1,674 1,837 1,633 2,558 2,616 2,506 

 

 
Notes: Tax Measures are expressed in climate terms, from a monetary perspective. A positive monetary value indicates that 
the balance is climate positive and a negative monetary value indicates that the balance is climate negative. Positive and 
negative values relate to the climate term only and do not relate to whether the measure is revenue raising or a tax expenditure.  
Source: Sources are identified in the annex for each table and measure.  

 

The balance of climate focused tax revenue measures and tax expenditures overtime is shown to 

increase in a climate positive direction, as shown above (table 4).  Further detail is set out in the annex 

as follows; climate positive tax revenue measures (annex 1); all climate positive tax expenditures 

(annex 2); all climate negative tax expenditures (annex 3). 
 

6.3 Green budgeting analysis of 2022 in-year tax changes  

A number of in-year budgetary measures were introduced in 2022 in order to support households and 

firms in meeting the Cost of Living crisis. The change in the balance of climate positive and climate 

negative tax measures due to in-year tax changes in 2022, up to those measures announced in April 

2022, is shown below (figure 11A).  This is compared with changes in recent previous Budgets.  

 

There is a considerable increase in climate negative tax measures in 2022.  However, the wider 

economic and societal rationale for introducing such measures has to be considered, notably the 

significant increases in consumer prices in 2022 driven by rising fuel and energy prices.  In this context, 

Government policy has attempted to mitigate the impact of higher prices on individuals and 

households.48 

 

The year-on-year price increases for each month over the period June 2021 to June 2022 are shown 

below (figure 11B).  Overall prices for all-items have increased substantially, at 9.6 per cent in June 

2022 (when compared to June 2021).  However, energy price have risen by much more than for all-

items. Overall energy prices increased by 57.3 per cent for the same time period, with a further 

                                                      
47 An example would be Budget 2020 changes to Diesel Rebate Scheme, identified in the Budget 2020 Tax Policy Changes 
document, to “provide relief for users of the scheme from increases in the carbon tax.” This measure is included among a list of 
measures identified as Measures to support Enterprise/SMEs/Agri-sector. However, the overall sum of all nine measures under 
this list is €30 million, of which the changes to the Diesel Rebate Scheme can be expected to be a smaller sum, compared to the 
projected €157.5 million of climate positive measures identified for Budget 2020. 
48 Available at:  
https://www.gov.ie/ga/preasraitis/2e239-ministers-mcgrath-and-donohoe-announce-505-million-package-in-measures-to-
mitigate-the-cost-of-living/ 
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breakdown provided for natural gas, petrol and diesel.  It is in this context that tax measures to reduce 

energy prices should be considered. From a climate perspective, it should be noted that climate 

negative fuel sources remain more expensive than they had been and that therefore the incentive to 

move away from such fuel sources is now stronger.  Therefore, the climate negative aspect of the in-

year tax changes can be expected to be offset by the overall increases in fuel prices.  

 

Figure 11: In year tax changes in 2022 and Inflation data  

A: balance of budget climate measures, in €m49  B: price inflation, by per cent  

 

 

 
 
Note: In-year 2022 and Budgets 2019 to 2022 are 
estimated costs calculated by the Department of 
Finance.  
Source: Department of Finance Projections                                               

 

 
Note: The data are based on year on year growth for the same 
period in the previous year, in percentage terms (i.e. June 2021 
is compared with June 2020) 
Source: Eurostat HICP data  

 

6.4  Green budgeting analysis of Budget 2023 – tax perspective 

In Budget 2023, there are a number of different climate positive and climate negative tax measures 

identified (table 5). Climate positive tax measures include increases in the carbon tax from €41 per 

tonne to €48.50 per tonne. Climate negative tax measure include the extension of the reduced rate of 

VAT on gas and electricity and the extension of the reduced rates of excise on petrol, diesel and Marked 

Gas Oil (MGO). Overall, Budget 2023 presents a net negative climate contribution, as measured in 

monetary terms, of €201 million.  

 

The climate negative contribution of Budget 2023 should be noted in the context of significant 

inflationary pressures, particularly with regards to energy prices (figure 11B). It should also be noted 

that the identified climate negative measures both have an end-date of 28 February 2023. Therefore, 

climate negative measures are not expected to have long-term implications for budgetary policy.  

 

 

 

 

                                                      
49 In-year measures in 2022 are limited to measures announced from January 2022 to August 2022, and include the reduction 

in the Gas and Electricity VAT rate from 13.5 to 9 per cent (€46 million); and reductions in excise duties for Petrol, Diesel and 
Marked Gas Oil (MGO, or Green Diesel) (€400 million). Both of these measures are considered climate negative for the purpose 
of this analysis. It should be noted that no climate negative tax measures were identified with a specified cost for Budgets 2019, 
2020, 2021 and 2022.  There were a small number of climate negative components identifiable in the Budget.  However, the cost 
of these measures would be minimal and could not be isolated from the overall cost.  Overall, these climate negative tax changes 
would not be expected to have a significant impact on the climate positive balance of these previous Budgets.  
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Table 5: Climate impact of Budget 2023 tax measures, €m 

 Climate positive Climate negative Climate budgetary impact 

 Revenue related Tax expenditure Revenue related Tax expenditure Total 

 

VAT (1)    45  

Excise (2)    281   

Carbon Tax (3) 125     

Total €m 125  281 45 - (201) 

 

 

(1) Extension of the reduced VAT rate on gas and electricity, from 13.5 per cent to 9 per cent, from 31 October 2022 to 28 
February 2023. 
(2) Extension of reduced excise rates for petrol (16 cent per litre), diesel (21 cent per litre) and marked gas oil (MGO, also known 
as green diesel – 5.4 cent per litre) to 28 February 2023, at a cost of €164m to end-2022 and a cost of €117m from 1 Jan 2023 
to 28 February 2023. All prices per litre are VAT inclusive. 
(3) Increase in carbon tax from €41 to €48.50 per tonne. Revenue raise reflects a full-year basis and is VAT inclusive.  
Note: all costs are estimated full-year cost. The methodology used for this analysis matches that undertaken in Section 3.5 of “A 
Review of Green Budgeting from a Tax Perspective,” published with Budget 2022 documents on budget.gov.ie 

*Budget 2023 presents a net negative climate contribution, as measured in monetary terms, of €201 million. 

 

6.5 Summary 

The analysis concludes that the tax system as a whole is climate positive, from a monetary perspective. 

The monetary balance of tax revenues are climate positive and significantly offset the climate negative 

monetary balance of tax expenditures. This balance has been shown to grow significantly over time, 

from €1.4 billion in 2011 to €2.5 million in 2020.  

 

Budgetary policy over the period of Budget 2019 to Budget 2022 is strongly climate positive. While 

recent budgetary policy appears, on the face of it, to be climate negative, it is important to consider the 

context in which such climate negative tax measures have been introduced. Namely, these are time-

bound measures which have been introduced to offset significant price increases, in particular energy 

price increases. As is noted in the analysis, climate negative fuel sources have become significantly 

more expensive in the year to June 2022, meaning that the price incentive to move away from such fuel 

sources has increased substantially.  Therefore, the climate negative aspect of the in-year tax changes 

can be expected to be completely offset by these overall increases in energy prices. 
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Chapter 7 
Conclusion 

The PfG committed to developing new measures of well-being in order to create a broader context for 

policy-making. The 2021 First Report on a Well-being Framework for Ireland introduced the Framework 

as an important cross-government initiative seeking to provide a multi-dimensional approach for 

understanding the impact of public policy. Earlier this year, a Well-being dashboard was published to 

help measure quality of life and progress in Ireland through a cohesive set of indicators connected to 

the dimensions in the Framework. Overall, the dashboard indicates a generally positive picture of quality 

of life in Ireland. 

 

In support of the Well-being approach, the Department of Finance has committed to expand its 

budgetary analysis to incorporate wider considerations of quality of life impacts, in particular in relation 

to equality and climate. To this end, the Department has conducted both a green and equality budgeting 

assessment of taxation policy, alongside a distributional assessment of both Budget 2023’s tax and 

welfare measures and the existing income tax system. 

 

Overall, both Budget 2023’s tax and welfare package and the Cost of Living packages are found to 

have a progressive impact. The Budget 2023 tax and welfare package leads to an average gain in 

weekly disposable equivalised income of 3 per cent in 2023, with larger gains accruing to households 

in deciles 1 to 5. The Cost of Living package is even more progressive in nature, resulting in gains in 

disposable income in 2022 of 5.1 per cent, 5 per cent and 3.4 per cent in deciles 1, 2 and 3.  

 

From a green budgeting perspective, the tax system as a whole is shown to be climate positive, from a 

monetary perspective, as the monetary balance of climate positive tax revenues significantly exceeds 

the climate negative monetary balance of tax expenditures. This positive balance has grown 

significantly over time, from €1.4 billion in 2011 to €2.5 million in 2020. While the tax measures in Budget 

2023 are climate negative in net terms, these measures must be considered in the context of significant 

inflationary pressures, particularly with regards to energy prices.  It should also be noted that the 

identified climate negative measures have a short term end-date. Therefore, climate negative measures 

are not expected to have long-term implications for budgetary policy.  

 

The widening of the scope of budgetary analysis to incorporate wider societal goals supports the 

development of the Government’s Well-Being programme. This is not a one-off application of such 

principles but will form a key component of the budgetary process going forward.   
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Annex 1: 
Green Budgeting Climate Positive Tax Revenue 

 

Annex 1: Climate positive tax revenue measures, €m 

  2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 
 

Total relevant Excise*1   2,122.8 2,020.3 2,027.5 2,018.4 2,114.4 2,168.6 2,061.9 2,163.3 2,164.3 1,814.4 

Total Carbon Tax*1   298.2 354.0 388.3 385.3 418.9 430.2 419.6 431.1 430.5 493.6 

Electricity Tax*1   6.9 7.1 6.3 5.5 4.5 4.6 3.6 2.5 2.3 2.1 

Vehicle registration tax*1   388.4 379.4 437.3 542.1 649.6 814.2 840.6 885.3 942.0 751.2 

Motor tax*2               976.5 962.1 939.2 

Air travel tax*1   47.9 33.6 34.9 9.9 0.0           

Total VAT (Fuels 13.5 per cent) *3 457.8 492.2 501.5 464.4 465.7 428.4 404.0 446.0 432.3 419.8 

Total VAT (23 per cent on motor fuel) *3 687.8 754.2 716.4 682.2 611.3 586.6 607.5 605.3 585.5 485.3 

Total Tax Revenues  4,009.8 4,040.7 4,112.3 4,107.8 4,264.4 4,432.6 4,337.2 5,510.0 5,518.9 4,905.6 

 

Note – Figures are rounded to the nearest €0.1 million.  
*1 – Statistics from Revenue directly and from Revenue Statistics website:  
https://www.revenue.ie/en/corporate/information-about-revenue/statistics/index.aspx  
Note – Air travel tax was abolished with effect from 1 April 2014.  
*2 – Statistics from Department of Finance databank - Pre-2018 Motor Tax was not part of central government funding and thus 
revenues are not included.  
*3 – Data provided through consultation with Revenue and the CSO, using data sourced from both. Note VAT rate on MGO’s is  
13.5 per cent and is thus included with ‘Fuels 13.5 per cent’ data. 

 

https://www.revenue.ie/en/corporate/information-about-revenue/statistics/index.aspx


Beyond GDP - quality of life assessment   page 32 

Annex 2: 
Green Budgeting Climate Negative Tax Expenditures 

 

 Annex 2: Climate negative tax expenditures, €m 

  2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 

                      

VAT - Marine Diesel *1  0.1 0.2 0.1 0.0 0.1 0.1 0.0 0.0 0.0 

VAT - Disabled vehicle users *1  16.3 15.4 18.3 20.1 25.8 24.7 27.5 26.7 25.3 

VAT - Touring Coaches *1  2.6 4.0 5.5 6.3 10.0 9.6 8.5 8.3 4.2 

VAT - Effective Lower Rate for 
Fuel/Energy Services *1*3 

322.2 346.4 352.9 326.8 327.7 301.5 284.3 313.9 304.2 295.4 

VAT – Auto Diesel VAT Refund *2 259.8 296.8 312.7 307.0 299.3 241.7 236.7 284.6 281.3 243.9 

VAT - Jet Kerosene Exemption*2 100.0 101.6 108.0 111.7 89.6 73.1 105.4 140.9 139.4 31.5 

Carbon Tax - Repayments *2       0.9 5.7 5.5 7.0 

VRT – Exemptions *1 *4 6.6 5.9 6.8 7.6 8.6 10.2 10.4 10.3 11.1 9.1 

VRT - Relief for leased cars *1 9.9 10.5 14.9 14.7 17.3 22.9 20.7 22.3 0.1 N/A 

VRT - Remissions /repayments for drivers 
and passengers with disabilities *1 

20.9 19.9 20.4 23.7 24.9 30.5 30.5 33.0 35.4 31.9 

Excise - Aviation Gasoline Repayment *2        0.1 0.0 0.2 

Excise - Diesel Rebate Scheme *1   1.1 26.4 9.7 0.6 1.3 3.5 10.3 8.3 

Excise - Horticulture relief *1 0.7 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 

Excise - Lower duty on Kerosene *1*5 568.3 485.7 490.2 463.4 548.3 568.7 589.9 622.5 578.7 680.9 

Excise - Exemption on Aviation Fuel *5*6 408.1 351.5 405.2 449.0 508.1 521.2 612.9 661.4 691.8 246.7 

Excise - Exemption: Domestic Electricity 
Use *7 

3.4 3.3 3.1 2.9 2.9 2.9 2.8 2.7 2.6 5.3 

Excise - Repayment: Commercial Sea 
Navigation*1 

7.9 9.5 9.9 11.4 10.8 12.3 11.6 13.1 13.3 16.6 

Excise - Lower duty on Auto-diesel *1 *5 294.1 292.3 309.2 322.3 356.7 384.1 380.3 414.8 422.8 366.1 

Excise - Lower duty on Fuel Oil *1*5 45.2 42.6 38.8 35.6 32.0 31.3 31.8 27.1 24.7 24.9 

Excise - Lower duty on Marked Gas Oil 
*1 *5 

528.5 454.5 443.4 375.5 389.2 400.4 405.7 454.9 473.0 488.3 

Excise - Fuel Repayment for Disabled 
Drivers and Disabled Passengers*1 

     8.6 9.5 10.3 10.5 9.9 

Corporation Tax – ACA for Gas Vehicles 
*8 

        0.1 0.2 

Income Tax - Multi-storey Car Parks 
Income Tax*1 

24.7 2.1 7.5 2.8 1.5 1.1 0.9 0.4 0.3 0.1 

Total Climate Negative Tax 
Expenditures 

2,600.3 2,441.8 2,543.7 2,504.7 2,653.2 2,647.1 2,770 3,057.6 3040.2 2,495.4 
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Note – Figures are rounded to the nearest €0.1 million.  
VAT Relief on Fishing Vessels and the Fertiliser Zero Rate of VAT are not included in this analysis as these are business 
inputs. Any VAT incurred in the furtherance of a taxable businesses is fully recoverable. VAT is instead charged on the 
business supplies where the VAT is paid by the final non-taxable consumer. In circumstances where a fishing or agriculture 
type businesses is not VAT registered ,the VAT is effectively recovered thought the application of a farmer flat rate addition 
(FRA - scheme to offset the cost of input VAT in this sector). 
*1 – Data gathered from Revenue’s Cost of Tax Expenditures or from Revenue directly.  
*2 – Data from CSO Fossil Fuel Subsidies. The Aviation Gasoline repayment is a refund for aviation gasoline that has been 
used for a commercial or business purpose. Carbon Tax Repayments include repayments relating to Marked Gas Oil and 
other fuels.    
*3 – These figures were calculated by the Department of Finance, using data provided by Revenue and the CSO, against a 
baseline of a 23 per cent VAT rate. As a 13.5 per cent rate applies, the tax expenditure is considered to represent a 9.5 per 
cent VAT rate gap.  
*4 – VRT  exemptions include: Transfer of Residence; Vehicles Acquired Tax/Duty-Free Abroad; Transfer of Business 
Undertaking; Inheritance; Donations by Official Bodies, Public Authorities or Groups; Vehicles Acquired for the Official Use of 
an EU Institution; Transfers to the State of EU Officials; Diplomatic Agents etc.; International Air Services, etc.  
*5 – Figures calculated using the Excise Rate on Petrol as a baseline, except for Aviation Fuel, which uses the Excise Rate 
on Heavy Oil used for Air Navigation as a baseline. 
*6 – Data gathered from SEAI and calculated by the Department of Finance. Aviation Fuel is not subject to VAT or Excise 
duty. Changes to VAT on aviation fuel are not possible under the EU VAT Directive. Ireland’s excise duty is governed by the 
Energy Tax Directive and under this directive, Member States are obliged to exempt aviation from excise. 
*7 – Data calculated manually by Department of Finance using SEAI Energy Flows Data. Approach uses a similar methodology 
to the CSO, but applies a baseline of €0.50 per unit (megawatt hour) for electricity supplied for business use, which applied 
until 31 December 2019 and a €1 per unit rate for 2020.  
*8 – Figures obtained from Department of Finance Tax Expenditure Report. Data for 2019 is estimated and provisional, with 
updates for additional returns as they are received over time. 

 

  

https://www.revenue.ie/en/corporate/information-about-revenue/statistics/tax-expenditures/costs-expenditures.aspx
https://www.cso.ie/en/releasesandpublications/ep/p-ffes/fossilfuelsubsidies2020/keyfindings/
https://www.seai.ie/publications/Final-Energy-Consumption.xlsx
https://www.seai.ie/data-and-insights/seai-statistics/key-statistics/energy-data/
https://www.revenue.ie/en/companies-and-charities/excise-and-licences/energy-taxes/electricity-tax/rates.aspx
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Annex 3: 
Green Budgeting Climate Positive Tax Expenditures 

 

Annex 3: Climate positive tax expenditures in €m 

  2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 

           

VRT - Relief for Electric Vehicles*1 3.2 3.5 1.7 3.2 5.8 9.1 15.6 27.9 47.9 39.2 

Stamp Duty - Commercial Woodlands*1 10.6 8.9 8.4 12 48.8 34 39.4 66 77 37.5 

Corp. Tax - Energy Efficient Capital Allowances*1 *2 1.3 1 0.7 0.9 1.1 0.9 3.1 3.7 4.5 8.1 

BIK - Cycle to work scheme *2 4 4 4 4 4 4 4 4 4 4.5 

Income Tax - Taxsaver travelpass *2 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 3.5 7 

Total Climate Positive Tax Expenditures (€m) 22.6 20.9 18.3 23.6 63.2 51.5 65.6 105.1 136.9 96.3 

 
*1 – Data gathered from Revenue’s Cost of Tax Expenditures 
*2 - Figures are based on estimates from the Department of Finance tax expenditures report (Published with Budget documents).  

 
  

https://www.revenue.ie/en/corporate/information-about-revenue/statistics/tax-expenditures/costs-expenditures.aspx
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