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Irish Fiscal Policy — News Headlines (2026)

1.

Irish Public Spending Data

2026 Total Expenditure:
€133.3 billion

9.

. 505m Euro Fuel Relief Package: Government F asponds to 1 ~tionwide Blockades

. Excise Duty Slashed Again: Petrol and Diesel F. ~es Cut .t the Pump

. 100m Euro Support Scheme Launched fr- Farmers and Fishers Facing High Fuel Costs
. Fuel Allowance Season Extended by I v = We :ks to Help Vulnerable Households

. New Transport Support S~hen - Offer. Direct Payments to Hauliers and Bus Operators
. Carbon Tax Hike Delayed- Ple. neu "1ay Increase Pushed Back to October

. Record 22.6bn Eure Csllr te ™1 Q1 as Income Tax and VAT Receipts Rise

Exchequer Sur !us Hits 9un Euro: Debates Grow Over How to Spend the Extra Cash

10.Billions Tr~~<fe: ~d to New Future Ireland Fund to Save for the Long Term

11. Opposi. »n Der iands Mini-Budget to Protect Families from Cost of Living Crisis

12. -eland is '1sing Apple’s €16bn tax payment to spend more on roads, housing, and



Government Finances (CSO) Fiscal PoIicy

e Fiscal policy is any action taken by the government which influences the timing, magnitude

An oifig ggﬁg}cs Government Finance Statistics 2024 and structure of current revenue and expenditure. (tax / expenditure)
Staidrimh Office (October 2025) o Fiscal policy video here.

Types of Fiscal Policy

Encourages Consumption: Discourages 7 - “sui. “tion:

e Lowering income taxes increases e Rais, 1incc aetiaes reduces
disposable income, boosting consumer ... Jose. el ~".ne, decreasing
spending and aggregate demand consumer nending, aggregate demand
(GDP). (GDP), nd inflation.

Analyse gov- .in. 1t expenditure Stimulates Investment: | Reduces Investment:
—_— e Reducing corporate taxes on profits | e Increasing corporate taxes on profits
Trend: rime(line): encourages businesses to inve’ .n. -e, discourages business investment,
p ¢ raising aggregate demair i (G. ). lowering aggregate demand (GDP).
Figures:
Difference: Government Spending >n " r. ‘~cts: Cutting Government Spending:
Cause/Reason: - e Increased public nendi. _ un services e Reducing public spending on services
like hospital~ scho. 's, and like hospitals, schools, and
infrastructure ‘rectly .aises aggregate infrastructure directly decreases
demar . (L. ). aggregate demand (GDP).




Decide if the following is expansionary or contractionary

Expansionary

Contractionary

. A multinational company opens a new factory in

Ireland and creates 500 jobs.

2. The government increases income tax rates to
reduce consumer spending.

3. Consumers become more confident and begin
spending more on goods and services.

4. Irish exports increase due to strong economic
growth in the United States.

5. Alarge technology company cuts invr stm” .t
plans because of rising business cosi

6. The government launches a majc nrogramme of
public spending on ho’ ... Y an. fransport.

7. Consumers b yin 3ving more money because
they are wor, ‘d abo. * the economy.

?. Foreign ‘re- _investment into Ireland falls
because corporations choose lower-cost
Countr s,

9. lrish firms increase production and hire more
workers due to rising demand.

10. Imports increase significantly as consumers buy

more foreign goods and holidays abroad.

Irish Government Budget

e Each year, the Irish government issues a budget on income and public spending in October.
o We will revisit this in October and watch it on the news.

Income and Expenditure for Government Budget

Category Explanation
Revenue Current Income (see CSO tax)
/Income e Direct taxes Taxes that are levied on income, w Alth or Jrofit, for
example:
o USC
o PAYE
o Corporation tax
o Capital acquisitions t: « (CAT)
o Capital gains tax (CC )
o Deposit interest retenti. ~ tax (" .RT)
e Indirect tax (tax on ¢~ “s/services (consumption)). They are paid
indirectly to the gov rnr zn* by final consumers.
o Value Added " .x (V/ T)
o Excise .u,
o arb. tax
o St ar-s ‘eetened drinks tax (SSDT)
o Plas. " bay levy
Capital Ir. >0 e
e “rivat atic | of state assets (Aer Lingus)
‘U grans
Governmer . e “apital spending is on capital stock of the economy, such as building
Expenditui schools, the National Children's Hospital, the Cork-Limerick motorway, and
the Galway bypass.
~SO
e Current expenditure is ongoing, such as wages to public services
employees (teacher wages), social welfare payments or maintenance costs
of government buildings
e The last category refers to transfer payments, such as unemployment
benefits, disability payments and pensions.

We need to be able to define VAT, Excise duty, USC, PRSI, PAYE, SSDT, carbon tax, DIRT, stamp
duty, CGT, CAT, Corporation tax, motor tax, tax evasion, tax avoidance




Exam Question 2022

R L
The infographic below shows the sources of income and expenditure as a proportion of every
euro the Irish government receives and spends in 2020.

[ - Government Income
% Tmiarim Ot & Expenditure 2020

Sources of Income (per sura) Areas of Expenditure (per eura)

T4c

(3 () Using the infographic above, explain why socii benefits r~ we. .nt such a high
proportion of government expenditure.
Use an example of a soclal benefit to support yo.  wnsws .

Equity e Taxes should be equitable or fair. In Ireland, PAYE is considered a prr jressive
tax as those who earn more pay more.

Canons of taxation: Adam Smith

Certainty

e The amount of tax which a person must pay (the state collec s) sho. 'd be
certain and clear. Changes to tax made in the budget in Oc “ber € .ch year.

Convenience

e Tax should be collected in a manner that is e sy fr *he . «xpayer to pay. eg.
online, by phone, deducted directly fro.. wag s.

Economy

e Tax should be cheap to collec It shouldr cost the taxpayer more to collect
the tax than the amount being cc ~cted.

(i) The irish « overn. <nt uses both direct and Indirect tax to raise government
revenue. . ‘stingus.n between these two types of taxes.
U exo ale. M each to Support your answer.

Other characteristics to consider of 7 , 20 . "~~~ .on system

Taxes should not act as a v zinc ntive: The marginal rates of tax should not discourage
workers from working ¢ <. ‘"me ., “ax rates on profits should not discourage investment by
entrepreneurs / saving s st ou ' not be discouraged.

Taxes should aid .ne rc list ibution of income: A good tax system should help the
government re”"su ute income from the rich to the poor /progressive taxes allow the
government .. 1o this

Tax rates "“ou. ' be consistent with national economic objectives: The taxes levied
should elp th government achieve other economic/social objectives. E.g. raising excise
rates or. ~igare es will help discourage smoking.

Evasion si.vuld be impossible: A good tax should be impossible to evade, otherwise the
« “is no* .air.

Tax terms
e Taxation revenues: Monies/incomes received by the government in the form of direct &

indirect taxes, and used in the running of the country.

e Broaden the tax base: Increasing the number of people / areas on which tax is levied / in

the tax net.



Types of Tax

Exam Question 2023

e Regressive tax: Does not take into account your ability to pay the tax/people on lower incomes

would pay a greater proportion of their income in tax. (a)
o Progressive tax: is based on the taxpayer's ability to pay. It imposes a lower tax rate on

low-income earners than on those with a higher income.

In each case below, indicate by placing a tick (v') whether the tax is an example of direct
taxation or indirect taxation.

Tax Direct Tax Indirect Tax
VAT
PAYE |
e Directly onincome e On consumption / expenc (ure {
e PAYE e VAT Customs and Excise Duty
e Corporation tax e LPT - — 4
e USE e Customs/excise " ties
e Carbon tax
(b) Outline three canons/principles of taxation which are achieved *' .. ‘gh. = use of
_ 4R direct taxes.
Exam Pap_(_er ?022 Deferred Paper 1. T Q@
{3) 0 2020 Revenuwe Commissioners in ireland collected 32 billion i jross tax receipts while
Incurring administration costs of €467 million.
Adaspted fron. ~  _aue Annual Report 2020 -
1) From the data above, calculate Rever _ “dministration costs as a percentage of
Its gross receipts. Show all your wor ing” 2.
Working Answer -
(i) Thedata above ¢ ... dem strates that Revenue folows the peinciple of 3
‘econonmy’ whil( carr i, Wi its responsdilities., &y A
Qutline thr _othe prir iples of a fair tax system,
1.
-
3




Exam Question 2024
Exam Question 2022 Deferred Paper

(I§) To fund more expenditure into the future, the Minister for Finance is considering
raising tax revenue through a policy of increasing indirect taxation.

(i)  The kish government increased the bands in Local Property Tax (LPT) in treland for
2022. LPT &5 a tax charged on the market value of residential property.
I5 LPT a progressive tax or a regressive tax? Justify your answer.

Discuss the economic advantages and disadvantages of increasing indirect taxation.

J E:

Justification:

Indirect tax: VAT

e Value Added Tax is an indirect tax paid by final consumers. VAT on goods was reduced from 23% to
21% and on services it was reduced from ?..o. to 9% to stimulate growth in the pandemic. =

Eval .. mnc -

.easing VAT

AN

Economic

The costs of collection “re orne v, «aders / retailers
and not by the state. W 1e rev ue collected is much
greater than the costs . “ collecuon.

Inflation
Increased VAT rates will lead to higher prices
causing cost- push inflation.

Impossible t¢ evade
As the tax is by *into * ie selling price they are
imp -sible to evac._.

Inequitable / Regressive

Indirect taxes do not take a person’s ability to
pay into account and so the burden falls more
heavily on lower income groups.

Convenier.
As they are included in the selling price they are
convenient for the taxpayer.

Disincentive to spend
With rising prices in the current recession it
may cause people to defer spending

No disincentive to work

With an increase in direct taxes taxpayers may feel a
disincentive to work. This does not occur with an
increase in VAT.

May lead to black economy activities
Some consumers may switch to the black
economy leading to a loss of revenue for the
state.

Exam Question 2023

(c) Outline one adv “tage and one disadvantage for the Irish economy of the Minister for
Finance’. gev. ‘on. “tto increase excise duties on petrol in Budget 2023.

vantage:

.

Disadvantage:

12



Corporation tax

e A tax on companies' profits.
The gov. is to devise a plan to outline a gradual change in the rate from 12.5 to 15%
effective from 2023 for companies with a turnover greater than 750m. All companies below
this turnover threshold retain the 12.5% rate.

Have a look at EU corporation tax here.

Corporate Income Tax Rates in Europe

Combined Statutory Corporate Income Tax Rates in European Countries, 207 4

n.
w

ol

. "

Combined Statusory
Corporate Income Tax Rate

NN EEER
L owwes I add
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Exam Question 2024

{c) The diagram below shows Ireland's Corporation Tax receipts between 2011 - 2022,

Corporation Tax Receipts

2011 012 2013 2004 015 06 2017 2018 015 200 20 A0a. l

Year
= |

(i) Outline the overall trend in corporation tax receipts as shewnin’ e di 3w
above, using data from the above line graph. Explain a reas. ~for ¢h/ tren ),

Quthine:

Explain;

14



Exam Question 2023

{c) Budget 2023 propased introducing 3 temporary 33% windfall tax on energy companies’
profits, in line with the rest of the €U,
*Note a windfall tax is a tax on excess profits.

Discuss the arguments for and the arguments against this proposal.

Adapted from deloitte.. m

15

Exam Question 2022

(c) The Irish Government has signed up to the Organisation for Economic Co-operation and
Development (OECD) plan to reform global tax rules. The reforms will mean firms in Ireland
that have an annual revenue of €750 million or more will be charged corporation tax at the
rate of 15%, all other companies will be charged at the rate of 12.5%.

Adapted from rte.ie

(i) Outline the possible economic effects of this measure for the Irish economy.

16



(i)

Should the Irish Government impose the new 15% corporation tax rate on all firms in
Ireland regardless of their annual turnover (including firms with annual turnover of
less than €750 million)?

Yes: E No: :]

Justify your answer.

17

Exam Question 2022 Deferred Paper

The graph below shows Corporation Tax Receipts for the Irish Government from 2011 to 2020.

Corporation Tax Receipts 2011 - 2020 in € millions
14000
12,000
30,000
8000
€000
4000
2000

€ milhons

X Q2 21 X3¢ M08 216 xar MnE O -0

A », tediom revenue.le

{3) (I) Outline two key trends in corporation taxrecs . usin, “gu. -~ .om the above graph.

(i) Ireland's Corpor Alor . <Ra.e & et 1o rise to 1%, 35 part of a global deal.

Adapted from The Irish Times

Outlic \ one p. <ible positive economic effect and one possiile negative eConomic
effoct i, the lrivh economy of this change in the rate of corporation tax.

One posi wve:

One negative:

18



Government Current Budget

e Current Budget Deficit: government current revenue is less than government current

expenditure

e Current Budget Surplus: government current revenue is greater than government current

expenditure

e Balanced budget: government current revenue is equal to government current ex, =nditure

Consequences of Current Budget deficit

Consequences of Current Account Surplus

*May be important this year, as we are experiencing a surplus

Explanation
Consequence ¥
Debt
Reduction A surplus can be used to lower general government debt, redu ‘ng
future interest payment obligations.
Lower
Economic Withdrawing more money than is injected can lead to . ~wer .conc.nic
Growth growth compared to potential levels.
Inflation
Control A surplus reduces demand, helpir.,_ to e se pre ~ure on prices and

control inflation.

Explanation
Consequence ¥
Rising Debt The national debt rises as the ,_ erni. >nt - ads more than it takes
in. This money has to be ps d back with .. *erest for the future. See
next section.
Inflation A deficit can cause .ne + .onomy to overheat, as governments spend

more money (injec s r.ore han is leaked). This causes inflation.

Preparation for
Future Shocks

Surpluses can be saved to = 'dress f' .ure crises, such as the
COVID-19 pandemic.

Vulnerability to
Economic
Shock

The ecor. my. more vulnerable to economic shocks as there is no
surr .. set. ~ide in the event of such a shock in the future.

Ci 1¢7 uc - higher economic growth if the government is injecting more
«nan . wit idraws.

e Have a hink:

low can a government reduce the current account deficit?

19
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Exam Question 2022 Deferred Paper

The chart below shows Ireland’s fiscal data between 2015 and 2020
Government Revenue & Expenditure 2015 - 2020 in € billions

i 8

(% 23 1L
n2 "
20 " . T 1 s
o " nr "
‘._ .
o & Fsperdture
208 &N JULs NI <O

<bn

ears

7 ». oo from revenue.le
(3) (i) Usingthe data above name the years in which Irslana  vda wd et surplus.

Year 1

Year 2:

() Using the information peovided In ' 1e @ .gram above calculate irefand's fiscal position
in 2020. Show all your workings. St . des y the budget outcome.

Workings:

Arswer:

(i) Ir pour o, ‘nioa, in 2020 which policy was the Irish government pursuing?
Th V) v wrchoice: Expansionary: Contractionary: | ]

A

Explein your cholce using a relevant example to lustrate your understanding.

Explanation:

21

National Debt

Have a look at the Debt Clock and the Irish Debt projections
National debt is the total amount of government debt outstanding. NTMA (National Treasury
management agency) borrows money on behalf of the state ie. It manages debt.

Problems with having National Debt

Opportunity costs involved: With more funds being used to meet our annual interest
repayments the government has less funds available for other purposes.

Increased burden on taxpayers: The increase will mean that the government will \ ave to
consider increasing future taxes for taxpayers.

Increased annual interest repayments: An increasing national debt me' ns that the
annual cost of repaying our national debt is rising.

Diminished international credit-rating: The fact that Ireland is ser .. .. hav. ..1increasing
national debt means that our credit-rating is deteriorating.

Provision of Public Services / pressure on government toc tsp nding: Due to an
increase in the national debt the government has cut back s »enr., * on certain public
services, thereby affecting the provision of some servic. ~ e.g. 1e I 2alth service; education
service.

22



Exam Question 2024

(i) 1tis essential that the government uses budget surpluses wisely.

Explain the term government current budget surplus.

Adapted from gov.ie

Explanation:

(i) Outline one possible positive and one possible negative economi.  nsequ. “ce of
having a government budget surplus.

One possible positive:

4

One possible negative:

23

Exam Question 2022

Question 2
The infographic below shows the Quarterly National Accounts for Quarter 2, 2021.

e
0.7% 16.2%

Government Investment

MDD t8

JWW.CS0.ie

‘WWW.CS0.ie
(a) Using the data above, explain whether the Balance of Paym 1tsis likely t¢  ave an overall
expansionary or contractionary effect. Refer to relevant fig =sinthe di ram above to
explain your answer. Indicate by means of a tick (v ) whether "~ ev~ sionary or
contractionary.

Expansionary: E Cor” “~nary: :]
Explanation:
(b) Outlineo” ... ‘*or. “ich could have influenced the above trend in Personal Consumption in

Quarter |, 2021.

24



Exam Paper 2021

The diagram below shows Gavernment Finance Statistics for 2019.

Pautomh Olfly Sistics Government Finance Statistics
Stasdrimd Ofhce 2019

41,460

(a) Compare the leved of Gross Debt per Person from 2007 to 2019 and outline  "e posuible
reason 1or this increase in the gross debt per person,

Answer (b) or (¢)
(b) Explsin the ecorn. disao. _..tages for a government in achieving a budget surplus.

25

() Servicing the national debt creates opportunity costs, explain how this ocours.

Student workpoint:

e Watch the following video on Ireland's bail out.

1. Why did Ireland and Greece need ~ ba. ut?
2. What are some of the implicatio’ s o1 "=lanu being bailed out?
3. Visit NTMA website and fiid ou. “elana . current national debt.

26



Privatisation

e The selling of a state-owned company / asset in whole or in part to the private sector
e Eg., Eircom, Aer Lingus, Irish Sugar, irish Life, Great Southern hotels, Bord Gais energy,

Arguments for Privatisation

Argument

Explanation

State Revenue

The government could use the revenue from the s¢ e of the ass tto
reduce its level of borrowings into the future.

opportunities

More e Competition in the industry could improve s. vices « *“ered to
Competition customers and lead to more competitiv- | -ice. ‘or goods and
services
e E.g., air travel in Ireland/Aer Ling s, k-n (gia uue to ESB
infrastructure being privati- __
Employment e In the case of a new firn. if it incre: ses its market share, then this

may result in a growth in e “nlovr :nt together with additional job
security for existing employees. international Airlines Group (IAG)
purchase of Aer' .._ 's.

Enterprise
Culture

Innovation

Increased ~* ~re . *ne ship may lead to growth in an enterprise
culture v nin u ~ country and so help employment.

Accers tu “nance,overseas markets Through the sale of additional
shares “nti. stock exchange, private companies have access to
7 au. fina. ~e. Companies can expand overseas and compete for
Jus e < abroad.

Employees may have more incentive to innovate and improve
~roductivity as they may reap greater rewards for their innovations
within the privatised sector, e.g., higher bonuses.

Less pressu. * on
the “overnment
h. “nces

There is no further requirement for ongoing government investment
in the company, and the government can still have some control
through regulation.

27

Arguments Against Privatisation

Argument

Explanation

Increased Prices

The quality of services provided by the new company may
deteriorate in an effort to save costs.

Prices may be increased to increase revenue.

Loss of jobs

Jobs may be lost through rationalisation of service. and{ is me -
lead to higher social welfare costs.

Loss of a State

Taxpayers lose critical infrastructure, which w s once owned by the

Resource state. The state will lose profits made Ly ¢ ~fita. "= state firms.
Loss of control, e.g., Bord Gais (» taine the pipeline network).
Foreign With the sale of a state- wned as< t, overseas buyers may become
Ownership the owners of an Irish cc pany, ar | so control of the asset may go
outside the state.
E.g., National Loft~= and Aer Lingus.
Cost of the Sale During the rriva. atior process, all costs in preparation for such a

sale, lege wo: ete. must be paid for by the taxpayer.

Loss of essential
public services

The ne vy p. ‘atised firm may cut those services which are
~.on- rofi. making, and this may affect lower-income groups in
nar.cL ot

Ey " uses may not be provided in rural areas or hospital closures if
they don’t have enough patients

Possible abr se:[

monopoly | wer

If the newly privatised company is in a monopoly position, it could
abuse its power and increase prices

28



Newspaper

i The high price of privatising Aer Lingus

Source: The Irish Times

i In the absence of private investors willing to fund certain services, early governments stepped
“in to fill the gaps through state action. As a result, many young people preferred employment in
i these enterprises over private-sector jobs. For railways, there was a strong case for state
involvement to maintain inter-city and commuter services, though perhaps not branch lines.

However, did we really need state-owned factories producing goods like industrial alcohc
: processed foods, sugar, limestone, and even toys and toffee—often inefficiently ana «..
! taxpayers' expense? And what about state-operated hotels? Almost all of thes’ ventures 1. ve

rightly been privatised since the 1960s.

i Some services, such as electricity and
: Privatisation in such cases can merely
: exploiting customers unless strictly reg

: privatisation of Eircom was poorly handled, driven by ideol” vy ai 1tF ¢ vernment's aim to
maximise revenue. Many members of the public suffered fine. <ial | sse ; after purchasing
: overvalued shares in a competitive market.

Aer Lingus provides a contrasting story. Initially a m nopoly, it aced competition from Ryanair

1in 1986, resulting in two efficient airline:

i successfully restructured and remains a state-owned co...any operating profitably in an open

: market. With no longer any need for su

the airline under EU rules to support its gro /th.

: Given its current success, the continv

Exam Question 2022

(i) Explain the terr « rivatisz on.

landline telephones, are natural r 1ono, ~lies.
replace a public monopoly with a ‘rivate une, potentially
ulated—a difficult task, as ~..o. 1 by ~ircom. The

s. While Aer L. 1us alr ost failed due to its high costs, it

bsidie~ *he government still retains the right to invest in

«_'Isi. =7 aer Lingus privatisation seems questionable.

Explanation:

\  Ar emment could choose privatisal

instead of deregulation,

tion of a semi-state body over deregulation.

atline one reason why a government may choose to privatise a semi-state body

Explanation:

29

Exam Question 2022 Deferred Paper

in 2022, €313m in tax revenues was overpaid by 481,000 taxpayers in ireland.
Adapted from the Irish Independent

{a) (i) The principle of certainty is one of the canons of taxation, Le. tax payers should be
aware of their tax liability. Explain two other canons/principles of taxation.

- — — —
(i) Revenue actively challenges all forms of hidden econo. ¢ awdv’ y.
Adapte”  mR. wu * aual Report 2021
Outline two effects on the krish economy of 3 increase in ac_ ties in the hidden
economy.
1.
2.

(1) anen. WO x rate for middle-income earners (lower than the current 40% tax rate)
has not een ruled out, according to Taciseach Leo Varadkar.  Adapted from RTE.ie

On....«¢ one economic consequence for either the tax payer or the government If this
r W tax rate was introduced. Tick (') which one you are answering.

Tax payer Government [ |

Economic consequence:

30






