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4. Legal and tax environment

The legal and tax framework in a country influences the way philanthropy operates. Even 
though regulatory intervention cannot directly increase the amount or effectiveness of 
philanthropy, it can create incentives and ensure appropriate oversight and control.

New Charities Act will enhance transparency in the sector

There are many different legal structures available for establishing an organization with a 
“charitable purpose” in Ireland (the law defines permissible charitable purposes). There 
are three main charitable structures:

Unincorporated association: membership-based, no legal personality��

Trust: one or more persons hold funds or property on behalf of third parties��

Company limited by guarantee: a company with no share capital and legal personality, ��
members are guarantors rather than shareholders.

Within each of the above groups there are a number of different variations on the respec-
tive legal structure. The Irish legal system provides a broad range of clearly defined and 
suitable legal structures for setting up charities. 

The drawback of these many variations lies in the complexity and lack of transparency 
of the charitable sector in Ireland. In addition, there is a more general need to clarify and 
improve the regulation of charitable organizations. In response to these concerns, the 
government recently enacted the Charities Act 2009, which places decisive obligations 

While NGOs' nominal income has increased since 1995, 
real income has actually decreased

1 Estimate based on household survey 2004 - 2005 and "The Hidden Landscape" report
2 Adjusted for inflation

SOURCE: The Johns Hopkins Comparative Nonprofit Sector project; "The Hidden Landscape" report; McKinsey team
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for charities: charities with annual income/expenditure of more than EUR 10,000 have 
to file annual statements of account, and all charities – regardless of their income –  
have to prepare an annual activity report. These reports will significantly improve 
transparency in the Irish nonprofit sector. Increasing transparency will possibly moti-
vate people to increase the frequency and level of donations as they see where their 
money is spent and what impact it is generating.

Tax incentives for philanthropy are complicated and not widely used

An individual giving to an eligible charity is entitled to tax relief at his or her marginal tax 
rate. The minimum annual donation is EUR 250 and there is no upper limit, except in 
cases in which the donor is associated with the charity (e.g., a member, an employee). 
In the latter case, tax relief is limited to a maximum of 10% of annual income. High 
earners (i.e., annual income of EUR 500,000 or more) face restrictions as to the 
amount of income they can offset using any combination of tax relief schemes up to 
EUR 250,000 annually or 50% of income, whichever is higher. This upper limit applies 
to all tax relief; the government does not exempt tax relief for charitable giving from 
this general rule. In addition to the thresholds limiting the applicability of tax incentives, 
the system to reclaim taxes is quite complicated, thus imposing another administrative 
burden on the donating tax payer.

As a result, while most Irish are giving charitable donations, only a small fraction of 
Irish donors (4% of the 2.3 million income tax payers) claim tax relief on their dona-
tions.21  In the UK, more than 15% of donors claim tax benefits, even for donations 
under GBP 5. And the percentage of donors claiming tax benefits rises to 64% in 
the case of donations in excess of GBP 100.22  The complex nature of tax incentives 
partly explains their low utilization by Irish donors. Although tax incentives are rarely a 
decisive factor in philanthropic participation, unrestricted and less complex tax incen-
tives could encourage active philanthropists to donate more while keeping their net 
contribution constant. Thus the complicated nature of tax reliefs reduces the amount 
of charitable giving.  

Irish companies can deduct donations in the same way they trade expenses. A ben-
efit taken for charitable purposes is exempt from inheritance tax to the extent that the 
Revenue Commissioners are satisfied that the benefit has been charitable. Charities 
may conduct certain economic activities without triggering a liability to pay tax (e.g., 
museums selling tickets), but they are not entitled to recover VAT on their purchases – 
a major area of debate in the philanthropic sector.

In a recent announcement, the Commission on Taxation suggested harmonizing 
the procedures for tax relief for charitable donations across all types of tax payers. 
Additionally, they recommended reducing the lower limit for tax-deductible donations 
from EUR 250 to EUR 100 to further encourage mass market donations.

21	 Forum on Philanthropy Baseline report, 2009 
22	 Giving UK, 2008 
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5. Culture of social investment

In general, it can be said that the Irish see themselves as a philanthropic nation, as is 
demonstrated by the large share of the population who give. But, unlike the situation in 
other countries, the state is perceived as being responsible for almost all social tasks 
while there is suspicion of wealthy individuals pursuing philanthropic activities.

General public in Ireland is skeptical about philanthropy

The Irish see themselves as a nation that traditionally gives a considerable amount of 
money to charity. The general public’s wide-spread positive attitude toward philanthropy, 
however, only extends to include donations of smaller individual amounts by the majority 
of the population. Public perception and media coverage is rather skeptical of large-scale 
philanthropic engagement by wealthy Irish people. Philanthropists are under general 
suspicion of gaining additional tax breaks or other benefits from charitable donations. 
Similarly, philanthropic giving abroad was at one point the target of heavy criticism from 
people arguing that the money would be better spent in Ireland. At the same time, rather 
than welcoming donations to Ireland from Irish nationals registered abroad for tax pur-
poses, Ireland has witnessed a heated debate with questions raised as to why they don’t 
pay taxes in Ireland instead.23  

In line with other European countries, Ireland has a relatively high tax burden (compared 
particularly to the US and Japan) which is used to fund an active state involvement in 
social affairs. However, despite high taxes other European countries like Sweden and the 
Netherlands have developed an understanding of the parallel need for public sector and 
philanthropic action on social issues. In these countries, philanthropy takes a very strong 
role advocating for social change, providing start-up investment in innovation, and sup-
porting issues at the margin of government attention. In the Irish debate about the social 
sector there seems to be no clear understanding of the role of philanthropy in a social 
democracy. 

As a result of the skeptical attitude of the general public and the unclear role of philan-
thropy in Ireland there are only a few high-profile philanthropists willing to act as role mod-
els and inspire others. Many people who dedicate large sums of money to philanthropy 
choose not to talk about their donations in public. Unlike in other societies, the relatively 
new class of wealthy Irish is not used to doing social good and publicly talking about it.

Conclusion

Even though the recent affluence created in Ireland has been hard hit by the financial 
crisis, a substantial level of wealth will survive. At the same time, the crisis has deepened 
the public awareness about a range of social needs. We believe that a fact-based debate 
about increasing social needs and the potential contribution of philanthropy to the varied 
solutions might promote a more open and impact-oriented culture of giving in Ireland. 
Three initiatives in particular would help increase the level and effectiveness of philan-
thropic activity in Ireland:

23	 Interviews
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Improve giving culture

The biggest change required to promote more and more effective philanthropy in 
Ireland is to improve the culture of giving, especially with larger philanthropists. Media 
attention and public debate should include a fact-based assessment of the current 
and potential positive social impact of philanthropy and a discussion of how philan-
thropy can complement government activities rather than compete against them. 
Drawing attention to the good work performed by Irish philanthropists will spur the 
more active philanthropists to be more public with their activities. Such public role 
models in turn will inspire other wealthy individuals to invest in philanthropic organiza-
tions or to set up their own foundations. Similarly, this increase in public discourse and 
activity would encourage companies to devote a higher share of their profits to charity, 
as they would be keen to show their community engagement to employees and exter-
nal stakeholders. A positive and impact-focused giving culture will help to mobilize 
more resources and to ensure that the money is well-spent.

Mobilize resources for philanthropy

All donor segments in Ireland show potential to increase their giving levels. By foster-
ing the use of regular, planned donation methods private mass market giving in Ireland 
could grow further and keep pace with future increases in disposable income. In addi-
tion, the large number of very wealthy people and the low number of active private 
foundations in Ireland indicate a potential for increasing the philanthropic engagement 
of these segments. By donating just 1% of their current wealth, the wealthiest 250 Irish 
families could contribute foundation endowments of more than EUR 400 million and 
secure the future stability of foundation spending in Ireland. Finally, given the low levels 
of current corporate donations and the growing pressure for more socially responsible 
businesses, the level of philanthropic giving from companies in Ireland could rise sub-
stantially when economic conditions improve. The time to start preparing the environ-
ment for increased giving is now.

Expand and strengthen underlying infrastructure

The intermediary landscape in Ireland needs further development in order to provide 
the infrastructure required by effective donors. Both the supply as well as the demand 
of philanthropy services needs to be strengthened. Professional advisors should 
engage their clients in discussions on philanthropy more often and in a more informed 
way. Local and foreign specialized philanthropic advisors should be encouraged to 
expand their service offering in Ireland. A vibrant philanthropic intermediary landscape 
will only develop in Ireland when also the donors actively demand and utilize the offers 
by intermediaries. They need to understand professional support as a way of investing 
in social impact by maximizing the effectiveness and efficiency of their giving. 

* * *

Overall, these three approaches – improving the giving culture, mobilizing more 
resources, and expanding and strengthening the underlying infrastructure – have the 
potential to significantly increase the scope and impact of philanthropic engagement 
in Ireland. The philanthropy movement in Ireland is at an early stage but the initial plat-
form for development is there and with action on the areas outlined above philanthropy 
could play a transformative role in Ireland’s future.
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