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Chapter 1 – Economic Context and 2025 Budgetary Strategy 

 

1.1 Fiscal Context 

Recent years have seen significant international, price and demographic developments.  

Brexit, the Covid-19 pandemic, war in Ukraine and price rises have posed a series of 

challenges. Having faced a series of successive economic shocks, the expenditure strategy 

implemented by Government in recent years has focused on responding to economic and 

social developments while remaining fiscally sustainable over the short- and medium-term. 

While some risks remain, our economy is in a broadly healthy position. Inflation is now back 

at a projected 1.7 per cent for this year, though challenges still arise from the lag effect in 

relation to inflation from the high levels of inflation experienced across 2022 and 2023. 

Among the euro area countries, Ireland had the third lowest inflation rate in the Eurozone 

(August 2024). 

The strong recovery in our economy post-pandemic has delivered record levels of 

employment with a projected almost 2.8 million in employment next year compared to just 

over 2.3 million pre-pandemic.  The economic outlook for 2025 and beyond is positive.  

Domestic demand is forecasted to reach 2.5 per cent this year, growing to almost 3 per cent 

in 2025 and remaining around this mark out to the medium term. Unemployment will remain 

relatively stable too out to the medium term between a range of 4.4 and 4.6 per cent. 

The position for the EU is also broadly positive. Inflation moved back in August to 2.2 per cent 

and is forecast to moderate to 2.4 per cent on average for 2024 and 2.1 per cent for 2025. 

Euro area GDP is forecast to pick up this year to 0.7 per cent and grow to 1.3 per cent next 

year (OECD). However, uncertainty about ongoing geopolitical conflicts remains a risk.  

Increased numbers living and working in Ireland have placed additional demands for 

improvements in public services and infrastructure. Enhanced levels of public spending in 

recent years has supported growth in our economy and delivery of better public services to a 

larger population. More public services are now being delivered to more people and the 

increased investment under the NDP is vital towards providing homes, school buildings and 

transport infrastructure, as well as building capacity for our future. 

 

1.2 Expenditure Context 

Recent Budgets have seen increased investment in both current services and capital 

measures. Voted expenditure has increased from €84.7 billion in 2020 to a planned €105.4 

billion in 2025. This funding enabled Government to respond to a series of external challenges 

in recent years, as the Covid-19 pandemic and Brexit were followed by the war in Ukraine and 

cost of living pressures from global inflation. 
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The last four budgets have successfully balanced the dual challenge of remaining responsive 

to economic and social developments while ensuring fiscal sustainability of the public 

finances. 

As temporary measures introduced to provide support towards the challenges posed by the 

Covid-19 pandemic have been withdrawn, increases in current and capital funding have 

aimed to deliver improved services for a more equitable and inclusive society, to support 

productivity and economic growth, and to future proof public services and infrastructure.  

Figure 1: Gross Voted Expenditure (2020-2025) 

 

Source: Department of Public Expenditure, NDP Delivery and Reform 

 

Recent budget packages have supported strong economic performance in a number of ways: 

 sustaining increased capital and infrastructural investment under the National 
Development Plan;  

 expanding service delivery across the public service to meet the increasing demand 
from a growing population;  

 reducing the cost of key public services such as public transport, childcare, education 
and healthcare;  

 extending the public service pay deal which delivered industrial peace in what was a 
challenging economic period. 

 

The effect of these packages is reflected in the expanded and enhanced suite of services for 

young people, with more teachers and SNAs in classrooms, 770,000 children benefiting from 

free school books, 3,000 special classes now in operation, over 180,000 children benefitting 

from the National Childcare Scheme and new modern school buildings constructed.  

The significant expenditure growth within the health sector has enabled the provision of a 

high quality modern health service, reflected by our life expectancy of 82.4 years, the 6th 

highest among EU countries. Government is providing unprecedented support to the housing 
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sector and have introduced a number of significant new measures as well as amendments to 

existing schemes to support and bolster delivery, which is reflected in strong delivery 

performance, with just under 30,000 new housing units delivered in 2022 and 32,695 new 

housing units in 2023. 

 

Public Service Workforce 

Growth in public expenditure and the expansion of the public service workforce has resulted 

in more teachers, SNAs, and nurses for greater provision of service provision and the 

expansion of eligibility across schemes and services to improve quality of life in Ireland and to 

encourage sustainable economic growth.  

Government’s commitment to improving the quality of life in Ireland has been brought about 

with necessary increases in the size of the public service.  In recent years, the numbers of 

staff have increased across the health sector, education sector, justice sector, civil service and 

local authorities. Improved service delivery across the Health and Education sectors are a key 

ambition of Government.  

 

Figure 2:  Public Service Numbers (Full Time Equivalents) 2020 to 2023 

 
Source: Department of Public Expenditure, NDP Delivery and Reform Databank and REV 2024 

 

Project Ireland 2040 

The National Development Plan 2021-2030, which is part of Project Ireland 2040, is Ireland’s 

largest, greenest and most ambitious infrastructure plan to date. Over the lifetime of the 

current NDP out to 2030, €165 billion will be invested in new and upgraded infrastructure 

that will meet the needs of our growing population. An additional €2.25 billion has also been 

allocated from windfall corporation tax receipts over the period 2024-26. 

Some key capital projects delivered in 2023 include: 
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 In the Housing sector: 8,110 social housing new builds delivered. 

 In the Education sector: Investment in the School Building Programme exceeded 

€1.26 billion. Over 330 school building projects were delivered under the large-scale 

and additional accommodation programmes, of which over 100 are modular projects. 

 In the Health sector: Five Community Nursing Units were completed during the year, 
along with Nine Primary Care Centres. 

 In the Transport sector: Construction was completed on a number of major road 
projects including the N5 Westport to Turlough and the N22 Ballyvourney to 
Macroom). Clear progress was made on the goal of delivering a more environmentally 
sustainable public transport system including BusConnects and the delivery of 100 
new double decker buses for the Dublin area. 

 In support of regional connectivity: Over 205,600 premises passed and were able to 
avail of high speed broadband connection as the roll-out of the National Broadband 
Plan continued.  

 In the Justice sector: Vital projects such as the Forensic Science Laboratory in 
Backweston. 

 

More information can be found in Project Ireland 2040 Annual and Regional Reports at 

gov.ie/2040.  

 

1.3 Estimates 2025: Expenditure Strategy 

Budget 2025 will build on and continue the enhanced investment of recent years in our 

society and our economy. The budget strategy has been framed in the context of a growing 

population and elevated price levels over the last number of years. It is seeking to balance a 

sustainable level of voted spending and the need to continue real investment to deliver 

improving services and outcomes for a growing and changing population. 

As set out in the Summer Economic Statement the budgetary strategy for Budget 2025 for 

the Government has a number of aims, primarily to: 

 

 further support households and firms; 

 deliver improvements in public services; 

 boost the resilience of the economy; 

 further enhance the capital stock, including housing. 
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Table 1: Budget 2025 Expenditure Package  

Budget 2025 Package € Billion 

Capital  1.6 

Existing Level of Service (net)  3.4 

New Measures  1.9 

  

Cost of Living (2024 Costs) 2.0 

  

Total 8.8 
*Rounding affects totals 

 

The planned level of expenditure will allow for the continuation of our planned approach to 

public spending that is focused on delivering our economic, social, and climate ambitions – 

supporting our population now and into the future.  

Sustainable public expenditure requires the delivery of better public services, infrastructure 

and living standards for the people of Ireland at an expenditure level that can be managed 

and maintained over the medium and longer term. Having faced a series of successive 

economic shocks in recent years, the expenditure strategy implemented by Government 

focused on responding to economic and social developments while remaining fiscally 

sustainable over the short- to medium-term. This provided for growing the expenditure base 

in a reasonable manner and protected against the risk of overheating the economy. 

The overall medium term expenditure strategy set out in the SPU included the provision of a 

contingency reserve from 2025 onwards within the overall expenditure ceiling. This is 

appropriate while we operate in an uncertain international environment with wars in Ukraine, 

Middle East and Africa, and deal with certain legacy impacts of the pandemic. Funding 

allocations from this reserve have been included in Departmental spending allocations for 

2025.  

 

1.3.1 Current Expenditure 
 

Budget 2025 sets out €90.5 billion in total for current expenditure. This funding will provide 

additional investment to support ongoing services, schemes and policies across Government. 

It will facilitate targeted new investment in Government priorities that support a higher 

quality of life in Ireland through investment in our healthcare, the education sector, our social 

protection system, public transport and the provision of housing supports.  

Budget 2025 sees the allocation of €5.3 billion in additional current resources. This will 

provide €3.4 billion for existing level of service (ELS) requirements and €1.9 billion for a range 

of new measures.  Details of how this funding has been allocated across Departments are set 

out in Part II.  

24



Existing Level of Service 

‘Existing Level of Service’ or ELS funding refers to the level of funding that is needed in the 

Budget year to continue service provision if there were no new policy decisions taken. ELS 

funding is a significant element of the budget package. Each year as part of the budgetary 

process the amount of funding required for Departments to carry out their existing functions, 

before any new decisions are taken, is assessed. This is an important part of the estimates 

process.  It aims to ensure that sufficient funding is in place to allow ‘as-is’ provision to 

continue.   

ELS includes a variety of elements, such as: 

 the full impact of the previous year’s budget decisions (referred to as carryover 

sometimes), as the full costs of these new measures may roll into the following year 

in the Estimates process if a scheme or policy change is only due to start after January 

in the year first introduced. 

 Adjustment in expenditure as the size and demographic composition of our 

population changes. Additional ELS funding is provided for pension payments with an 

aging demographic change. Cyclical factors can also play a role, with less funding 

required for labour market related schemes during periods of low unemployment. 

 Existing central public service pay agreements – 2025 costs of the Public Service 

Agreement 2024-2026 is an element of the ELS in Budget 2025. 

 

While ELS allocations provide for existing services rather than newly announced schemes, 

additional funding provision can allow for areas such as increased recipients of state pensions 

as our population ages or for scheme beneficiaries to receive a full year benefit from a new 

measure that is introduced.  

ELS allocations may vary greatly by department depending on the schemes involved. The 

amount determined as required for ELS costs in Budget 2025 is €3.4 billion, or 4 per cent of 

the core current base. The ELS allocation of each Ministerial Vote Group is set out in the 

reconciliation tables in each Vote Group chapter of this report. 

 

Public Service Pay Agreement 

Budget 2025 makes provision for the 2025 pay adjustments contained in the Public Service 
Agreement (PSA) 2024-2026. This Agreement takes account of the need to ensure a 
sustainable approach to the public service pay and pensions bill over the medium term. It also 
achieves a balanced approach to public service pay in the context of both the State's fiscal 
position and the broader economic environment. Public service pay has been governed by a 
system of collective agreements since the Croke Park Agreement was negotiated in 2010. 
These multi-year agreements have contributed to stability within our economy by facilitating 
the delivery of quality public services, ongoing reforms and the maintenance of industrial 
peace in the public service. 
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PSA 2024 – 2026 provides for increases of 10.25% over a two and a half year period. This is 

made up of general round increases totalling 9.25%, as well as a provision for a Local 

Bargaining mechanism equivalent to 1% of the basic pay cost.  

In 2025, the estimated cost of the Agreement will be €1.2 billion, inclusive of pension costs. 

In total, the Agreement is estimated to cost €3.6 billion over its lifetime. 

 

1.3.2 Capital Expenditure 
 

The National Development Plan (NDP) 2021-30 demonstrates the Government’s commitment 

to providing the infrastructure needed to support delivery of fit-for-purpose public services, 

progress economic development and enhance regional growth. This investment represents a 

solid pipeline of activity that will have a transformative impact on employment opportunities, 

economic development and regional growth to support our growing and changing population. 

The NDP is providing record levels of capital investment across Ireland. In 2025, capital 

expenditure will reach €14.9 billion. This represents an increase of approximately 12.3 per 

cent as spending under the NDP continues to ramp up.  This provides funding for key 

investment across sectors including health, housing, education and transport while also 

investing in our climate goals. 

Capital expenditure has been prioritised in recent years, as shown by the additional €2.25 

billion capital funding from windfall tax receipts over 2024 to 2026 agreed in the 2023 SES. 

Additional capital expenditure of €750 million is being made available for 2025 from windfall 

corporation tax receipts, to be allocated to critical infrastructure projects that are at an 

advanced stage as well as to the existing Climate Action Fund. A further €1.25 billion will be 

made available in 2026 in this regard, significantly boosting effective delivery of capital 

projects in these areas and other Government priorities. €250 million additional capital 

funding was allocated in 2024 from windfall corporation tax receipts. 

This extra funding is to facilitate the progression of important projects and enable more rapid 

development of key Programme for Government commitments. Budget 2025 provides for 

allocation of the 2025 element of this, as agreed earlier this year, in addition to the previously 

published NDP ceilings. 

As a percentage of national income, annual capital investment is among the largest in the EU. 

Deliverability was of critical focus in the recent NDP allocation process, with funding to be 

provided to those projects and programmes that will be successfully delivered or on track for 

delivery at end 2026. 

In addition, up to €3.15bn in the Infrastructure, Climate and Nature Fund is being set aside 

for the multi-annual funding of designated environmental projects over the period 2026 to 

2030 to support the transition to a low carbon economy and improved environmental 

outcomes. 
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The allocation process for this funding will be subject to engagement between the relevant 

Ministers in line with the Estimates processes. Designated environmental projects will be 

those that contribute, either directly or indirectly, or are likely to contribute to: 

o to the reduction of greenhouse gas emissions, 
o an improvement in water quality or 
o an improvement in nature and biodiversity objectives. 
 

1.3.3 Contingency Reserve Provision 
 

The overall medium term expenditure strategy set out in the SPU included the provision of a 

contingency reserve from 2025 onwards, to reflect that we continue to operate in an 

uncertain international environment. For 2025 the provision will provide funding for the 

humanitarian assistance to arrivals from Ukraine, temporary funding to relieve the pressures 

on agencies and Departments providing services to people seeking International Protection, 

legacy pandemic impacts on the health service and certain European capital funding 

programmes such as RePower EU and the Recovery and Resilience fund. Given the 

uncertainties in relation to the quantum and duration of the bulk of this expenditure, the 

contingency provision will be reviewed as part of the annual estimates process. 

 

Figure 3 Contingency Provision for 2025 by Department 

 

1.4 Budgetary Reforms 

Recent budgets have seen significant resources provided to invest in our public services and 

infrastructure. It is important that this enhanced investment delivers improved outcomes. An 

analysis and evidence based approach to public expenditure management ensures that 
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funding continues to support growth in our economy and deliver better public services for all. 

A central objective in the Government’s expenditure strategy has been to embed 

transparency, reform and value for money.  

A number of reforms broaden the approach to how public expenditure is targeted, appraised, 

invested and reviewed. These govern not only how and where the money is spent, but also 

the impact of public expenditure across different cohorts of society.  

Better Public Services, the public service transformation strategy which was launched in 2023, 

ensures reform will continue to play a central role in ensuring prudent expenditure and 

optimum value for money in the provision of public services. 

These reforms have centred on the use of a ‘whole-of-year’ budgetary framework, where 

budgetary priorities are considered throughout the year and not simply the focus of 

discussions around Budget Day, with a series of key annual publications across the year. 

A number of budgetary processes have been developed that broaden the approach to 

appraising, implementing and reviewing public expenditure.  

The analytical and evaluation capacity within Government Departments has grown since the 

establishment of the Irish Government Economic and Evaluation Service (IGEES) and has 

enhanced the role of economics and value for money analysis in public policy making. Through 

this resource and other policy and data analysts, significant amounts of internal and cross 

Departmental research takes place and is published either as part of the Spending Review 

process or as part of a Departments’ own research schedule. 

Transparency and accountability around the use of public funds has been increased through 

the use of performance budgeting. Performance budgeting is the systematic use of delivery 

or ‘performance’ information to strengthen the link between budget allocations (inputs) and 

the delivery of results (outputs and outcomes). Performance budgeting increases 

transparency and accountability on the use of public funds and facilitates enhanced oversight 

of public expenditure by Government, the wider political system, officials and the public.  

 

 

This performance budgeting framework includes a number of different strands of strategic 

budgeting initiatives, namely, equality, green and well-being budgeting. 
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 Equality budgeting embeds the consideration of distributional effects into the 
decision-making process and focuses on the impact of Government policy across 
different cohorts within society and how resources are being targeted to address 
these inequalities.  

 

 Green budgeting works to better embed climate and environmental information 
within the budgetary process with a view to improving outcomes, making Government 
action on climate change more transparent, and raising awareness and understanding 
of the specific impacts of individual climate and environmental policies. Ultimately, 
they have the potential to support changes to policy making that will result in 
improved environmental outcomes, cost effectiveness and value for money. 
 

 The Well-being Framework for Ireland is a multidimensional framework that presents 
a vision of ‘enabling all our people to live fulfilled lives now and into the future’ and 
provides a well-rounded view of how Irish society is faring. Well-being budgeting 
provides a means of understanding how available resources are being allocated across 
a range of different areas that contribute to overall well-being within society, and 
examining how this information can be integrated within the policy making and 
budgetary process. 

 

A key output of the performance budgeting function is the annual publication of the Public 

Service Performance Report. This includes a number of green budgeting metrics, alongside 

performance and equality budgeting metrics.  This provides a comprehensive account of how 

each government department performed against the targets or ‘commitments’ set in the 

Revised Estimates Volume for the delivery of services in a given year. It also sets out the 

impact these services had on the outcomes they are intended to improve.  
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Chapter 2 – Cost of Living Response  
2.1 Introduction 

The sharp increases in consumer prices which followed the COVID-19 pandemic and the expanded 

Russian invasion of Ukraine represented the most significant episode of inflation experienced in 

Ireland since the mid-1980s. This inflationary shock, which has seen the real value of a euro fall by 

over 16 per cent between January 2021 and August 2024, has had a significant financial impact on 

households, particularly for those who were already economically vulnerable.  

While the costs of inflation have been substantially mitigated for households by both direct 

government interventions and private income growth, prices remain elevated and are expected to 

continue to increase, albeit at a much reduced rate. The real value of household incomes, and in 

particular shielding vulnerable groups, continues to be of a central concern of government policy. 

Over the course of the inflationary period, Government has provided €7.3bn in temporary expenditure 

and €9.9bn in recurring expenditure to support household incomes. Additionally, in Budget 2025 

Government is announcing a further package of €2bn in temporary expenditure and measures and 

€1.2bn in permanent social protection measures. These measures have sought to provide effective 

and targeted financial assistance the context of competing objectives and considerations. In making 

cost-of-living policy interventions, Government has sought to balance a range of considerations, 

including: 

 Providing timely financial support, targeting measures both towards households and 

businesses who are economically less able to absorb higher costs, and at the most volatile 

prices faced by households i.e. energy;  

 Maintaining fiscal sustainability and managed year-on-year growth in recurring expenditure 

in the context of rising costs and growing demand for day-to-day government services; 

 Seeking to limit the additional inflationary impact of fiscal expansion in a context of 

significant consumer price growth and a strongly performing labour market and domestic 

economy. 

Recent macroeconomic data and forecasts indicate that Ireland will experience significantly reduced 

consumer price inflation in the near and medium-term, close to the ECB target rate of 2 per cent per 

annum. In addition, labour market indicators such as wage growth and unemployment are forecast to 

be favourable over the medium-term, which will benefit working households and those seeking work. 

These factors indicate that households are on a trajectory back to pre-2022 levels of purchasing 

power, before accounting for additional Government interventions. 

2.2 Moderating Inflation Pressures & Growing Wages 

Prior to the pandemic, Ireland, along with most other wealthy economies, experienced a prolonged 

period of low inflation, during which prices remained more or less static. Supply-chain bottle-necks 

arising during the pandemic, followed by an energy price shock resulting from Russia’s expanded 

invasion of Ukraine, however, resulted in a sharp increase in consumer prices.  

In the following months this energy price spike gradually passed-through into other goods and 

services, resulting in price growth across the economy. Previous analysis2 estimates that inflation in 

2 Supply and Demand Determinants of Inflation in Ireland (2023); Darragh McLaughlin and Thomas Conefrey. 
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Ireland up to May 2023 was predominantly driven by supply-side pressures (e.g. reduced energy 

supply following EU sanctions on Russia), with around a third due to demand-side pressures. Following 

a peak in June 2023 at +9.6 per cent compared to June 2022, inflation has reduced significantly, falling 

beyond the projections set out in Budget 2024.  

Figure 4: Contribution to HICP (12-Month Inflation Rate: July 2021 – August 2024) 

 

Source: Eurostat/Department of Finance 

The rapid fall-off in inflation experienced over the last year appears to be largely due to normalisation 

of supply-side factors. The Department of Finance now project that inflation will remain around the 

target rate of two per cent per annum into the medium-term, driven more by demand-side pressures 

on core services. 

Figure 5: Forecasted HICP (12-Month Inflation Rate: Q1 2023 – Q4 2027) 

 

Source: Department of Finance 
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Inflation is generally reported on a monthly basis, as current prices compared to 12 months prior. 

While this is useful and accounts for seasonal impacts, the National Budget is made on an to Table  

below sets out the change in average annual prices from 2023 to 2025, relative to average prices in 

2020, 2021 and 2022. The first row for example illustrates that the average price of goods and services 

in 2023 was 16.4 per cent above the average price of goods and services in 2020, 13.7 per cent in 

2021, and 5.2% compared to 2022. Similarly the bottom row illustrates that average prices over the 

two-year period of 2023 to 2024 are expected to be 17.7 per cent above average prices in 2020 and 

14.9 per cent above that in 2021, and 6.3% compared to 2022. 

Table 3. Increase in Annual Average Prices Relative to 2021 Base Year (HICP) 

Reference Year(s) Base Year = 2020 Base Year = 2021 

2022 10.7% 8.1% 

2023 16.4% 13.7% 

2024* 18.4% 15.6% 

2025* 20.7% 17.9% 

2022 + 2023 13.6% 10.9% 

2022 + 2023 + 2024* 14.9% 12.1% 

2022 + 2023 + 2024* + 2025* 16.4% 13.7% 
*Note: Based on Department of Finance HICP inflation projections.  

Sources: Data: Eurostat; HICP Projections: Dept. Finance; Calculation: Department of Public Expenditure NDP Delivery and Reform 

While this period’s inflation has peaked, growth in income from wages has remained strong, and is 

expected to remain strong in the medium-term. The two graphs below illustrate HICP inflation (dark) 

and average wage growth (light) in terms of (i) year-on-year per cent change, and (ii) compared to a 

base-2020 index.  

The sharp increase in inflation over 2021-2023 outpaced wage growth, at a time when the labour 

market was still impacted by pandemic disruptions. This loss of purchasing power among working 

households provided the rationale for universal cost of living measures during this time. 

Figure 6:  HICP Inflation versus Average Wage Growth 

 
Sources: Data: Eurostat, CSO EHA05 Average Total Earnings; Projections: Department of Finance 

In 2024-25, while wage growth is projected to remain strong, inflation has reduced significantly, and 

is expected to remain low. This means that in 2024 average wages have almost returned to 2020 

purchasing power, and in 2025 are projected to exceed the losses due to cumulative inflation. 
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2.3 Review of Supports to Date 

Over the course of 2022-24, recognising the Cost of Living challenge faced by households, Government 

has provided several packages of measures aimed at cushioning the impact of higher prices on 

households. These packages have totalled nearly €17 billion in annualised expenditure3 of which over 

€10 billion (58%) was allocated for temporary measures across a variety of Government Departments, 

including the Department of Social Protection, the Department of the Environment, Climate and 

Communications, and the Department of Enterprise. 

Figure 7. Expenditure on Cost of Living Measures (Budget 2022 – Budget 2024) 

 

Source: Department of Public Expenditure, NDP Delivery and Reform / Department of Finance. 

Government has taken a two-pronged approach in addressing the impact of inflation: 

 Temporary measures have been used to provide targeted and temporary support, 
particularly focused on social protection supports for lower-income households, and on 
energy price increases faced by all households; 

 Permanent supports, introduced as part of the normal permanent budget package, with a 
targeted focus on supporting those who need it most on an ongoing permanent basis, 
closing the gap opened by real income losses due to reduced purchasing power.  

 
 
Cost of Living Supports have been distributed across a range of expenditure areas. The largest 

category, accounting for more 37% of permanent Cost of Living spending and 22% of temporary 

supports, is Social Protection supports, direct payments made to recipients of Social Protection 

schemes. These supports are predominantly made up of strongly targeted measures, such as social 

welfare ‘double weeks’ for pensioners and jobseekers. Additional measures such as child benefit 

‘double months’ are targeted at households with young children. 

Energy credits, a repeated but temporary measure, make up around a quarter of temporary cost of 

living expenditure at €2.5 billion. Temporary supports provided via the Department of Social 

3 For permanent/recurring measures, such as Social Protection rate increases, the annualised cost (cost of the increase over 
a period of one year) is counted. Non-core/temporary measures are simply counted cumulatively. 
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Protection (DSP) make up the next largest category of temporary cost of living expenditure at €2.3bn 

(22%), not including other energy supports such as fuel allowance payments (grouped with Energy 

(other) in the below figures). Indirect tax measures (€2.2 billion) and Enterprise supports (€1.8 billion) 

account for 22% and 17% respectively of temporary cost of living expenditure up to Budget 2024. 

Figure 8. Breakdown of Cost of Living Measures by Type (2022 – Spring/Summer 2024)  

  

Note: Permanent/recurring expenditure is presented as an ‘annualised figure’ i.e. the cost of the measure in one calendar year. 

Source: Department of Public Expenditure, NDP Delivery and Reform / Department of Finance. 

 

In addition to expenditure measures, government has utilised temporary and permanent tax policy 

measures to assist households and business. Temporary tax measures, such as reduced electricity VAT 

and fuel excise has directly offset the energy price increases which were driving overall inflation.  

Figure 9. Breakdown of Cost of Living Measures by Permanence (2022 – Spring/Summer 2024)  

 

Note: Permanent/recurring expenditure is presented as an ‘annualised figure’ i.e. the cost of the measure in one calendar year. 

Source: Department of Public Expenditure, NDP Delivery and Reform / Department of Finance. 
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reductions). Of the total annualised figure, €1.8bn has been targeted directly at business, with funding 

predominantly made available via business grant schemes, and the VAT reduction on the hospitality 

sector. 

 

Figure 10. Breakdown of Cost of Living Measures by Beneficiary (2022 – Spring/Summer 2024)  

 

Note: Permanent/recurring expenditure is presented as an ‘annualised figure’ i.e. the cost of the measure in one calendar year. 

Source: Department of Public Expenditure, NDP Delivery and Reform / Department of Finance 

In relation to permanent funding all supports provided have been targeted solely at households. 

Finally a small portion of cost of living expenditure has been targeted at state provided services, in 

cases where there is a significant impact on households and living standards. 
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In Budget 2025 Government will provide a further package of temporary cost-of-living supports. These 

supports will help maintain standards of living for households in the context of elevated prices, as the 

economy exits the inflationary shock and wages and other income types catch-up to their previous 

purchasing power. 

The overall quantum of the package is reduced compared to previous years. This reflects the progress 

which has been made in reducing the rate of price growth, and the positive impact of wage growth 

and other income growth experienced by many households. In addition to these temporary supports 

Government is also bolstering permanent government supports for pensioners, jobseekers and other 
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Table 4. Budget 2025 Temporary Expenditure Cost of Living Package 

Measure Department Exchequer Cost 

Foster Carer Allowance Double Payment DCEDIY €2m 

€250 Energy Credit (€125 x 2) DECC €500m 

• Once-off reduction of the student contribution fee by €1,000 for free fees students; 
• Once-off reduction of 33% in the contribution fee for apprentices in HE;  
• Increase in the Post Graduate Tuition fee contribution by €1,000 for student grant recipients. 

DFHERIS €98m 

Additional funding to support students at a time of increased strain from cost of living through 
Student Assistance Fund, as well as other non-pay elements.  

DFHERIS €18m 

Child Benefit – Double Month x 2 DSP €371m 

Social Protection – Autumn Double Week DSP €350m 

€400 one-off payment to recipients of the Carer’s Support Grant, Disability Allowance, Blind 
pension, Invalidity Pension and Domiciliary Care Allowance (one payment per individual) 

DSP €143m 

€300 Fuel Allowance Lump Sum DSP €126m 

€200 Living Alone Allowance Lump Sum DSP €50m 

€100 Qualified Child Increment Lump Sum DSP €34m 

€400 Working Family Payment Lump Sum DSP €18m 

Provide a fee reduction on the School Transport Scheme for the 24/25 school year  Education €58m 

Additional Schools Capitation and other measures Education €50m 

State Exam Fee waiver for students completing State Exams in 2024 Education €12m 

Subtotal Household Measures   €1,830m 

Increased Cost of Business   €167m 

Total Measures   €1,997m 

 

Government will provide these supports throughout Winter 2024/2025, with a significant level of 

support provided before the end of 2024. The provision of two energy credits over the winter season 

will smooth out the impact of elevated energy bills as price reductions begin to take effect. The 

targeted social protection measures will be implemented throughout Q4 2024 alongside the regular 

Christmas Bonus payment. All Social Protection weekly payment recipients will benefit from a further 

double week payment in Autumn of 2024 in addition to the Christmas bonus.  

2.5 Impact of Budget 2025 on Household Incomes4 

Budget 2025 will provide additional temporary and permanent support to all household types. The 

following figures illustrate the distributional impact of both the core permanent Budget 2025 

measures and the Cost of Living package and depict the impact on different household types. The 

Budget 2025 core package of tax and expenditure measures has a progressive impact resulting in a 2 

per cent increase of 2024 base equivalised household income in equivalised disposable income for all 

deciles. The benefit to the bottom three deciles is driven by the significant Social Protection package. 

As illustrated, higher income deciles benefit from the income proportionately more from tax 

4 This analysis was conducted by the IGEES Unit in the Department of Public Expenditure, NDP Delivery and 
Reform using the ESRI’s microsimulation SWITCH tax-benefit model to assess the distributional impact of tax 
and welfare measures implemented as part of Budget 2025. The analysis also includes Department of Finance 
estimates of the distributional impact of changes in indirect taxes using the indirect taxes satellite model ITSim. 
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measures, with the lowest decile benefitting by almost 4 per cent of 2024 equivalised base-income, 

with deciles two and three benefitting by 3.6 per cent and 3 per cent respectively. 

Figure 11. Impact of Recurring Budget 2025 CoL Package (Income Decile) 

 

Source: Department of Public Expenditure, NDP Delivery and Reform / Department of Finance using the ESRI SWITCH model. 

In terms of household type, lone parents and retirement-age households experience permanent 

income gains of between 2.3 per cent and four per cent of 2024 base equivalised household income. 

This is driven by increases in social protection payments. Other working-age households benefit 

between 1.7 per cent and 1.9 per cent of 2024 base equivalised household income; this is driven 

primarily by permanent income tax changes for these groups. 

Figure 12. Impact of Recurring Budget 2025 CoL Package (Household Type) 

  

Source: Department of Public Expenditure, NDP Delivery and Reform / Department of Finance using the ESRI SWITCH model. 
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Figure 13. Impact of Temporary Budget 2025 CoL Package (Income Decile) 

 

Source: Department of Public Expenditure, NDP Delivery and Reform / Department of Finance using the ESRI SWITCH model. 

The temporary cost of living measures provided in Budget 2025 provide a significant amount of 

support to households, have a particularly strong impact on the lowest income deciles relative to their 

household income. The lowest two income deciles benefit by between 4.2 per cent and 5.2 per cent 

of 2024 equivalised base household income, while the average impact across the income distribution 

is 1.3 per cent of 2024 equivalised base household income. 

Figure 14. Impact of Temporary Budget 2025 CoL Package (Income Decile) 

  

Source: Department of Public Expenditure, NDP Delivery and Reform / Department of Finance using the ESRI SWITCH model. 

In relation to household types, lone parents benefit from the series of child related income supports 
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Retirement-age groups in contrast benefit proportionally more from Fuel Allowance and Living Alone 

Allowance lump-sums. The negative indirect tax impact is driven by increases in carbon tax and 

increased excise duty, which are strongly offset by the other measures across all household types.  

2.6 Core Rate Change Impact vs HICP Inflation 

One aim of temporary cost of living supports is to provide supports to households as general 

government supports catch-up to the inflation. The charts below illustrate the impact of the 

combination of core permanent and temporary Cost of Living measures for two hypothetical 

households. The difference between the actual permanent increase in core weekly social protection 

payments (jobseeker rate and pension rate) and the inflation indexed amount is bridged each year 

through the range of Cost of Living measures. 

As shown the €12 increase in social protection rates announced in Budget 2025 closes the gap entirely 

for a single job-seeker household, while a €4 weekly gap in the full state pension rate is more than 

offset by the impact of temporary measures. 

Figure 15. Pension and Jobseeker DSP Rates relative to HICP 

  

 

 

  

 

 

 

 

 

Source: Department of Public Expenditure, NDP Delivery and Reform / Eurostat (HICP). 

2.7 Business Supports 

Recent years have seen significant geopolitical uncertainty and increased costs for business due to 

various external shocks. These include more difficult supply chain requirements, measures required 

to adapt to Brexit, facilitating the digital and green transitions and continued recovery from the Covid-

19 pandemic. Government has provided a number of supports to businesses, including to assist with 

these costs. The Increased Cost of Business (ICOB) Scheme provided €250m for eligible business over 

2024.   

Energy costs continue to be an issue for business amid the uncertain geopolitical environment, 

particularly following the Russian invasion of Ukraine in February 2022, causing disruption to supply 

chains and exceptionally large rises in international prices for energy, including electricity and gas 

retail prices. In recognition of the impact that these increased energy prices have had on the 

hospitality and retail sector, an Energy Subsidy of €4,000 will be provided to circa 39,000 firms in these 

sectors at an estimated cost of €167 million. 
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