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Budget 2011 
 

Public Service Pay, Numbers and Pensions 
Public Service Pay 
 
The Minister re-iterated that the Government has abided by the Croke Park Agreement on pay, 
compulsory redundancies and on pension terms. 
 
The Minister stated that the “Government has decided that all new recruits to the entry grades of the 
public service will start at a revised pay scale that is 10 per cent lower than the existing scale.  In 
addition, all new entrants to the public service will start at the first point of that scale, reducing the cost 
of employing those new entrants still further”.  He went on to say that “recruitment will necessarily be 
limited in order to allow the number of public servants to continue to fall”, and  “All new recruits to the 
entry grades of the public service must start at the first point of the relevant pay scale without 
exception”. 
 
The Minister considers that there should be a maximum salary of €250,000 for persons employed in the 
public sector.  There are issues about the contractual position of incumbent post holders in State 
Agencies.  However, the position of the Minister for Finance as a shareholder in these companies can 
be used to achieve the objective of a maximum salary of €250,000 within a reasonable timeframe. 
 
Public Service Numbers 
As outlined in the National Recovery Plan, public service numbers will be reduced by almost 25,000 
over peak end-2008 levels to fewer than 295,000 by 2014.  Approximately 18,500 or 75% of this 
reduction will be delivered by end-2011, with staffing levels being reduced to just under 301,000. 
 
By end 2011 –  
 
 Civil Service numbers will be 36,200 - 2002 level 
 HSE numbers will be 105,300 -  2006 level 
 Education numbers will be 93,300 - 2010 level 
 Garda numbers will be 13,500 -   2007 level 
 Defence numbers will be 10,500 -  lowest level of recent years 
 Local Authority numbers will be 30,750 -  2001 level 

 
Public Service Pensions 
The Government has decided that a reduction in the cost of public service pensions of €100m, 
or 4% in overall terms, is necessary in 2011. The reduction will apply to existing beneficiaries 
of public service pensions; this group includes former Presidents, other former office holders 
and retired members of the judiciary. 
 
To protect those on low pensions, the first €12,000 of public service pension which is roughly 
equivalent to the value of the Social Welfare pension will be entirely 
exempt: all public service pensions which are equal to or less than this amount will not be 
reduced. Annual public service pensions above this level will be reduced in accordance with 
the following rates and bands: 
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Annual Public Service Pension 
€ 

Reduction Rate 
% 

First 12,000 0% 

Between 12,001 and 24,000 6% 

Between 24,001 and 60,000 9% 

Balance above 60,000 12% 

The following table illustrates the effect of the reduction on different levels of public service pensions: 
 

Pension before reduction 
€ 

Annual reduction 
€ 

Annual reduction 
% 

12,000 0 0% 

15,000 180 1.2% 

25,000 810 3.2% 

30,000 1,260 4.2% 

40,000 2,160 5.4% 

80,000 6,360 8.0% 

This measure will not involve any change in public service pension terms. All public service 
pensions will be calculated in accordance with those terms and the reduction applied to the 
pension calculated in the normal way. In line with the Croke Park Agreement, there is no 
change in the method of determining pension increases for serving public servants and 
existing pensioners. 
 
In order to avoid a destabilising rate of retirements in 2011 and to manage the additional 
pension costs, the Government has decided to extend the period under which pensions are 
calculated by reference to the pre-cut rates of pay from the end of December 2011 to the end 
of February 2012. The Minister for Finance will make the necessary change by Statutory 
Instrument. 
 
With these measures, there will be an average reduction of 4% in pension paid to some 
existing pensioners and to those public servants who retire on or before the end of February 
2012. As the pay of public servants who retire after this date will be reduced by about 7% on 
average and this reduced rate of pay will be used to calculate both pension and lump sum, the 
Government has decided that the pension reduction will not be applied to this group. 
 
Legislation is required to make the reduction and this will be introduced shortly to allow the 
reduction take effect from 1 January 2011. 
 
A new single pension scheme for new entrants will come into effect in 2011.  Pensions will be based on 
career average earnings rather than the final salary; the pension age will be increased and post 
retirement increases will be linked to retail price inflation rather than to pay.  The Minister announced 
the legislation will be published shortly to enable the new scheme can come into operation for new 
entrants in 2011. 
 
The Minister announced that Lump Sums above €200,000 will be taxed which means that Lump Sum 
below €200,000 will continue to be paid tax free. 
 
 
 
Universal Social Charge (USC) 
The Government has announced the introduction of a Universal Social charge which merges the 
existing Health and Income levies.  It is a tax and does not confer a benefit to those paying the charge.   
According to the Minister the (USC) is a more equitable charge.  It has a wider base and lower rate 
when compared to the combined impact of Income levy and Health levy. 
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The initial intention of the Government was that PRSI should be included in this charge.  However the 
linkage of contributions to entitlement to benefit is according to the Dept of Finance “sufficiently 
complex that it could not be delivered in 2011!. 
 
Rate of Charge 

Income Rate 

Income up to 4004 pa 0% 

€0 - €10,036 2% 

€10,036 - €16,016 4% 

Above €16,016 7% 

 
The lower exemption threshold of €4,004 means that annual income below this amount will not 
be chargeable to the USC, but once this amount is exceeded then the USC will be applied on the 
entire income. This method is similar to the mechanism currently used for the Income Levy and 
the Health Levy. 
 
Pension contributions will not have an exemption from the USC. 
 
DETAILS ON MAIN INCOME TAX CHANGES AS A RESULT A REDUCTION OF 10% IN THE 
VALUE OF BANDS AND CREDITS 
 
 
Tax Credits 

Existing 
€ 

Proposed 
€ 

Decrease 
€ 

Personal Credit – Single Persons 1,830 1,650 -180 

Personal Credit – Married Persons 3,660 3,300 -360 

Employee Credit 1,830 1,650 -180 

Additional One-Parent Family Credit 1,830 1,650 -180 

Home Carer Credit 900 810 -90 

Widowed Person bereaved in year of assessment 3,660 3,300 -360 

 
 

 
Standard Rate Tax Bands* 

Existing 
€ 

Proposed 
€ 

Decrease 
€ 

Single/Widowed Persons 36,400 32,800 -3,600 

Married Couples One Income 45,400 41,800 -3,600 

Married Couples Two Incomes 72,800 65,600 -7,200 

One Parent/Widowed Parent 40,400 36,800 -3,600 

 
*The tax band of €65,000 available to married couples with two incomes in 2011 is still transferable 
between spouses up to a maximum of €41,800. 
 
For a full list of all the changes visit Dept of Finance website www.finance.ie 
 
 
 
P.R.S.I 

 Abolition of PRSI ceiling of €75,036. 

 Modified PRSI rates (e.g. Class D most nurses employed before April 1995) increased to 4% 
on incomes in excess of €75,036. 

 From 1st January 2011 employee contributions to occupational Pension Schemes will be 
subject to employee PRSI which up to now were exempt. 

 From January 1st 2011 the public service pension related levy which is charged to earnings of 
public sector workers only will also be subject to Employee PRSI which up to now was also 
exempt. 

http://www.finance.ie/
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Child Benefit 
There will be a €10.00 reduction in child benefit rates with a further €10.00 reduction for a third child 
only. 
 
Changes in Monthly Rates of Child Benefit from 2011 
 

 Present Rate New Rate 

Child Benefit 
(1) First and second children 
(2) Third Child 
(3) Fourth and Subsequent Children 

€ 
150.00 
187.00 
187.00 

€ 
140.00 
167.00 
177.00 

 
 
The Dept of Finance has published a number of illustrative cases to show the impact of the Income Tax 
changes; PRSI changes; the Universal Social Charge to replace the Health and Income levies on a 
number of different household types.  A sample only of which is attached, also attached are the main 
changes in the maximum weekly rates of social insurance from January 2011. 
 
Geraldine and Brian 
Geraldine and Brian are married with two children, Katie and Sam who are aged 7 and 9 years. Both 
Geraldine and Brian joined the public service in 1996 and are earning €57,000 and €35,000, 
respectively. The family will see a loss of 4.2% or €2,830 in their annual net income due to this 
Budget. 
 

 

 2010 

€ 

2011 

€ 

Gross Income 92,000 92,000 

Pension Contribution 4,304 4,304 

Pension Related Deduction 5,700 5,700 

Income Tax Liability 11,011 13,243 

PRSI Liability 2,752 3,152 

Health Levy Liability 3,280 n/a 

Income Levy Liability 1,840 n/a 

Universal Social Charge n/a 5,078 

Total Tax Liability 18,883 21,473 

Net Pay 63,113 60,523 

   

Total tax liability as % of gross income 20.5% 23.3% 

Child Benefit 3,600 3,360 

Net Income 66,713 63,883 

Annual loss  -2,830 

Change as a % of net income  -4.2% 

 

 

 

 

  FOR MORE DETAILS GO TO WWW.CORNMARKET.IE 
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