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Fair Funding for Local Authorities 

The current system for allocating funding to Local Authorities is completely 

unfair. The system originates from the early 2000s, and aside from some 

tinkering, the basis on which Local Authorities are granted central funding has 

not substantially changed since then. 

The failure to update the allocation system in line with population increases 

leaves many counties severely disadvantaged. Councils with high population 

growth are expected to provide the same services to a much higher population 

without any material change to their funding arrangements. 

We believe the Government needs to go back to the drawing board and 

establish transparent funding procedures that are updated at every census and 

take into consideration a wide variety of needs and deficits and, crucially, 

places far greater emphasis on population changes. 

Summary of Proposals 

1. The system of funding for Local 

Authorities is not fair, is out of date 

and seriously disadvantages Councils 

with high population growth. It needs 

to be completely over-hauled so that 

more weight is given to population 

and so that Councils can respond to 

increasing demand in their areas. 

2. Far more of Local Property Tax should 

be spent in the area in which it is 

collected. The Department of Housing 

should go back to the drawing board 

and re-establish each Local 

Authorities’ true needs. These needs 

should be updated regularly to allow 

for demographic shifts, infrastructure 

deficits, and other changes. Critically, 

allocations need to be based on 

workforce planning so that the 

Councils with the lowest staffing levels 

per capita do not also lose significant 

amounts of LPT revenue. 

3. A “Transition Fund”, starting at €25m 

should be established to help those 

Councils who would lose out under 

new arrangements.  

4. We will invest in supports and 

expertise to assist poor performing 

local authorities to boost their 

commercial rates collection so that 

these Councils can become more self-

sustaining and less reliant on central 

funds. A target of 97% collection rate 

should be set (in line with the 

collection rate of Local Property Tax). 

Part of the extra revenue raised 

should be used to reduce commercial 

rates.
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The Background: How Councils are Funded 

There are four main income sources for Local Authorities. 

 Local Authority Rates (collected from local businesses),    

 Local Property Tax Receipts (collected from local home-owners but 

distributed from a central fund) 

 Grants from Central Government (mainly from the Departments of 

Housing, Transport, and Communications) 

 Goods and Services provided by Local Authorities 

Under this system Local Authorities depend very heavily on Central 

Government to fund basic public services.  

There are a number of additional weaknesses under current arrangements. In 

particular, the Social Democrats are not satisfied that the current allocation 

system for central Government funding is evidence-based. There is wide 

variation in how different counties benefit under this system. Population 

changes, staff ratios, and infrastructure deficits are not adequately factored 

into how grants are distributed or how much each Council benefits from the 

proceeds of the Local Property Tax. 

The Case of Meath 

County Meath best illustrates just how unfair the current system is.  

As can be seen from the figures following, Meath County Council is at the bottom of the 

league in terms of spending. Indeed, in Meath’s case, the Council has the lowest level of 

expenditure per capita, the lowest level of staffing per capita and, according to the 

Council, the lowest level of Government grants per capita.  

Meath has clearly lost out under a funding system that has pathetically failed to keep up 

with the changing needs of the county and the 78% increase in population since 1996. 

There are similar stories in Kildare, Fingal, Galway County, South Dublin County Council, 

Dún Laoghaire Rathdown and Wicklow. To make matters worse, most of these local 

authorities lose income (i.e.: are net contributors) under the system to allocate the Local 

Property Tax. 
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The best indicator of weakness in the allocation system is how much Local 

Authorities actually spend. The graph below (Figure 1) shows the level of 

expenditure per capita in each Local Authority in 2018, and highlights just how 

varied spending power is between different Councils. 

Figure 1. Spend in Euro per Capita. Source: Kildare County Council 
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The next graph (Figure 2) shows how each Council fares in terms of staff per 

capita. It is notable (and not surprising) that some of the Councils with the 

lowest expenditure levels are also those with the lowest staffing levels.  

 

Figure 2. Source: Department of Public Expenditure and Refor 
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The next graph (Figure 3) shows how much each county gets on a per capita 

basis in terms of Government grants. Again, some of the counties faring badly 

in other resources are also faring badly in this one. 

Figure 3. Government Grants per capita to Local Authorities 2017. Source: Meath County 

Council. 
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Local Property Tax Funding 

There are a number of key problems with how funding raised through the 

Local Property Tax (LPT) is distributed. We set these out in a submission1 on 

the review of the tax in July 2018. 

The first issue is that the Local Property Tax has not materially boosted Council 

funding. Part of the rationale for introducing the Local Property Tax in the first 

place was to ensure that funding to Local Authorities could be stabilised and 

improved and, in turn, used to improve local services.  

This simply hasn’t happened.  

The financial position of Local Authorities has not significantly improved since 

before the LPT was introduced. What gains the LPT has provided to Local 

Authorities has been taken away by the withdrawal of Motor Tax funding and a 

reduction in central Government grants in roads and housing. It is a sneaky 

element of austerity that has yet to be corrected. 

Communities can rightly ask: “what am I getting for my Local Property Tax?”  

The answer is - not a whole lot more.  

A key problem is that the allocation of the LPT to our local Councils is not 

evidence-based.  

Under current arrangements, the equalisation fund redistributes funding from 

high-revenue counties to low-revenue counties and does so on the basis of 

each Council’s needs (or so-called “baselines”).  

This is fine in theory. However, in practice it presents a severe disadvantage to 

Councils experiencing significant population growth.  

This is partly because each Council’s baseline has not been properly updated 

since the early 2000s. It means that baselines no longer reflect the true 

financial needs of each Council.  

                                                      
1 https://www.socialdemocrats.ie/wp-content/uploads/2018/11/Local-Government-Funding-Baselines-FINAL-
SUBMISSION-DOC-Catherine-Murphy-TD.pdf 

https://www.socialdemocrats.ie/wp-content/uploads/2018/11/Local-Government-Funding-Baselines-FINAL-SUBMISSION-DOC-Catherine-Murphy-TD.pdf
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This results in a transfer that particularly advantages counties such as Donegal, 

Mayo and Tipperary but means that Councils such as Meath, Kildare, Wicklow, 

Fingal, South Dublin, Galway City Council, Clare and others lose significant 

funds.  

Some of the Councils with the lowest staff ratios per head of population lose 

the most out of this process. It is simply unfair.  

How to Distribute LPT Fairly 

The Social Democrats believe that the way in which the proceeds of the Local 

Property Tax are distributed needs to be overhauled. It firstly needs to factor in 

population growth and the needs that clearly arise for Local Authorities from 

that. It also must allow far greater weighting to the number of staff and skill 

mix in each county.  

The Department of Housing should go back to the drawing board and re-

establish each Local Authorities’ true needs. These needs should be updated 

regularly to allow for demographic shifts, infrastructure deficits, and other 

changes. Critically, allocations need to be based on workforce planning so that 

the Councils with the lowest staffing levels per capita do not also lose 

significant amounts of LPT revenue. The Local Property Tax should then be 

distributed on a much fairer basis than is currently the case. 

This would mean increased funding for those Councils with the biggest 

population increases in recent years. It would also mean that the Local 

Property Tax would be much more of a true “local tax”. 

Supporting Councils during Transition 

We recognise that this will impact on some Councils who rely on the 

equalisation fund. With that in mind we proposed as part of our Alternative 

Budget for 2019 that a transition fund starting with €25m be established for 

these Councils. In addition we sought extra funding to invest in extra personnel 

to help with the collection of commercial rates in each county. The collection 

rates in some counties remains too low and a proper system could significantly 

boost income for some Councils. 
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Collection of Commercial Rates 

While there have been some welcome improvements in the collection of Local 

Authority rates in recent years, there is still much room for improvement in 

many areas. 

There is a collection rate of 97% under the Local Property Tax. Disappointingly, 

the average per Local Authority in Commercial Rates is only 84%. 

It means that a significant amount of potential funding for local government is 

simply not being collected. 

The most up to date comparative data across Local Authorities (see Figure 4) 

shows that while Fingal Co. Council leads the way on 96%, eight local 

authorities have collection rates of less than 80%.  

Such a low collection rate means that compliant businesses are doubly 

disadvantaged. They are paying rates while their competitors are not, and the 

level of the rate struck is higher than it otherwise would be if everyone was 

paying their fair share. If we want our local Councils to provide all of the basic 

public services that we rely on, then everyone who can afford to contribute 

must do so. 

The Social Democrats will invest in supports and expertise to assist those poor 

performing local authorities to boost their collection rates so that these 

Councils can become more self-sustaining and less reliant on central funds. 

This would entail reviewing where each authority is falling down and providing 

them with advice and extra staff to improve rates collection. We also believe 

there is much scope for peer-learning on this issue. A target collection rate of 

97% (in keeping with the Local Property Tax) should also be set. 
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Figure 4. Source: National Oversight and Audit Commission 
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