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Preliminary Recommendations for Budget 2019 
 

Budget 2019 will be the first since the announcement of Ireland 2040 and the accompanying 

National Development Plan. It will also be the last before Brexit. Budget 2019 will therefore 

be crucial to demonstrating Ireland’s seriousness about business competitiveness vis-à-vis 

the UK and its commitment to long-term planning and infrastructure investment. Government 

must send a strong signal in both respects. 

  

Ireland’s economic position is more precarious than positive headline indicators suggest. 

Internal structural weaknesses, including a high level of Government debt, inadequate 

economic infrastructure, underperformance in the indigenous sector, and strong reliance on 

a limited segment of tax receipts, make Ireland’s globalised economy acutely vulnerable to 

external shocks in a high-risk international environment. In this context, Dublin Chamber 

recommends use of the fiscal space to prepare for the challenges ahead by strengthening 

the fundamentals of the economy. Government should: 

 

 Invest in Ireland’s Infrastructure 

 Grow Ireland’s Businesses 

 Invest in Ireland’s Human Capital 

 

 

1. Invest in Ireland’s Infrastructure: Measures to prioritise productive investment 

Infrastructure consistently ranks as the most important policy issue for businesses in the 

Greater Dublin Area. In a survey of Dublin Chamber members carried out in Q2 2018, 

almost half (48%) chose investment in infrastructure as the top priority for Budget 2019. 

 

1.1. Deliver on NDP Capital Investment Commitments 

Dublin Chamber warmly welcomes Ireland 2040 and the accompanying National 

Development Plan. The first test of Budget 2019 will be whether it meets the Government’s 

fiscal commitments as outlined in the NDP. This will require €7.3 billion in exchequer funding 

for public capital expenditure, accounting for 3.5% of projected Gross National Income*.1 

 

1.2. Prioritise Investment in the Greater Dublin Area 

Dublin’s success is critical to Ireland’s success, but contrary to widespread perception the 

capital city is significantly underfunded relative to other regions of Ireland. For example, the 

combined four local authorities of Dublin received the second lowest level of capital 

investment per head from central government of any county from 2009-2016, as illustrated in 

Table 1 below. 

                                                           
1 Project Ireland 2040: National Development Plan, p. 19 
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Table 1: Average Annual Capital Spending per capita 2009-20162 

 
 

Traffic congestion in the Greater Dublin Area costs the Irish economy €350 million per 

annum, rising to a cost of €2 billion per annum by 2033.3 Projects to relieve pressure in the 

capital must be prioritised for delivery. These include: 

 

 Metrolink 

Dublin Chamber has long advocated the North element of the project and strongly 

supports the delivery of Metrolink to provide a rail connection between Swords, 

Dublin Airport and the city centre, and to serve the growing commuter population. 

 

 DART Expansion Programme 

The DART Underground project will be crucial to the development of an integrated 

public transport system in Dublin. In the absence of developments on this, we 

recommend that other elements of the programme to be progressed. 

                                                           
2 Includes: 1) Income Received by Local Authorities for Capital Spending in Six Budget Service 
Categories including transport (37%), housing and urban regeneration programmes (34%) and 
general purpose grants (16%); 2) allocations from Transport Infrastructure Ireland for National Roads 
in each county. Does not include: 1) One-Off Capital Spending on National Infrastructure Projects 
(such as Hospital Buildings and Primary Care Centres) that is difficult to geographically localise and 
mainly takes the form of availability payments on PPPs. 
3 Dept. of Transport calculation, Dáil Question No: 346, John Lahart TD. Ref No: 1857/17, Proof: 348, 
Answered by the Minister for Transport Tourism and Sport Shane Ross. 
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 Bus Connects 

The NTA plan for new bus corridors and Bus Rapid Transit in the capital has the 

potential to be a valuable solution to mounting traffic congestion and should be 

prioritised for funding where further progress on the larger abovementioned projects 

is not feasible. 

 

 Shannon Water Pipeline 

Water systems in Dublin’s competitor cities typically operate at c. 80% capacity, while 

in Dublin this figure is approximately 98%. With Dublin expected to meet capacity 

constraints by 2025, construction of the Shannon pipeline is an urgent priority. 

 

1.3. Use the Rainy Day Fund to Ensure Delivery of the NDP 

Ireland’s recent pattern of capital expenditure is among the most unstable in Western 

Europe, as illustrated in Table 2 below. To avoid continuing this pattern, Dublin Chamber 

recommends that when economic growth dips below the level required to fund delivery of the 

National Development Plan, drawdown from the Rainy Day Fund should be legally permitted 

to ensure stable and steady delivery of the plan.4 

 

Table 2: General Government Gross Fixed Capital Formation, 2001 – 20155 

 
 

1.4. Ring-fence Unexpected Receipts for Capital Investment 

Tax windfalls, whether from the activities of multinationals or other sources, should be used 

to accelerate delivery of priority infrastructure projects under the NDP or, where this is not 

practicable in a given year, to increase the size of the Rainy Day Fund. 

                                                           
4 4% over 2022-2027 period, based on 2% real and 2% inflation. Project Ireland 2040: National 
Development Plan, p. 19 
5 Eurostat 
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2. Grow Ireland’s Businesses: Measures to encourage entrepreneurship & enterprise 

Ahead of Brexit, the Chamber has compared Ireland and the UK in order to provide a 

competitive context for our proposals on enterprise and entrepreneurship. 

 

Table 3: Ireland-UK Business Competitiveness Table 

(€1.1333 per £1 – 10/05/18 – www.ft.com) 
Ireland 

(Budget 2018) 

UK / NI 

(Budget Spring 

‘18) 

Investment in Critical Infrastructure 

General Government Gross Capital Expenditure 

as % of GNI (Current LCU) 2017 
2.00% 2.88% 

Income Tax  

Salary at which rate changes to 40% 6   [€/£] €34,550 €52,528 

Effective total tax rate on dividends at higher rate 52% 32.5% 

Different assessment for self-employed. 

Yes – 3% USC 

levy on income 

over €100,000 

No 

Possible to defer income tax on share-options given to 

specific key employees 

Yes – recent 

introduction of 

KEEP for SMEs 

Yes 

Capital Gains Tax 

Standard rate  33% 20% 

Entrepreneur relief – CGT rate  
10% on qualifying 

assets up to €1m    
 

Effective rate first ~€1m on exit after five years 10% 10% 

Effective rate first ~€11m on exit after five years 31% 10% 

Capital gains tax rate on disposal of shares in SMEs 33% 10%  

Capital gains tax rate on Employment and Investment 

Incentive Scheme qualifying investment or equivalent 

gains 

33% 0% 

Corporate Tax 

Knowledge Development Box / Patent box income 6.25% 10% 

Corporate Tax rate (UK’s by 2020) 12.50% 17% 

R&D Tax Credit – upfront refunds for early 

stage/scaling companies 
No Yes 

Capital gains tax business asset rollover relief No Yes 

Value Added Tax 

Standard Rate 23% 20% 

Registration Threshold for SME providing services7  €37,500 €96,330 

 

                                                           
6 In the UK, the 40% rate comes into effect on income from £43,001.  
7 The threshold for the registration of VAT in the UK is £85,000.  

http://www.ft.com/
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Ireland must remain attractive to international investors while also taking action to avoid 

excessive reliance upon a narrow number of highly mobile businesses. This will require the 

strengthening of Ireland’s indigenous business base, both to increase the size of the overall 

economy and to increase the proportion of it accounted for by Irish firms. 

 

2.1. Surpass the UK on Entrepreneur Relief 

Ireland’s offering to entrepreneurs remains starkly uncompetitive in relation to the UK’s, 

which includes a lifetime cap of £10m (c. €11.4m in current market prices) on qualifying 

gains for Entrepreneur Relief from Capital Gains Tax. This compares with a modest €1m cap 

in Ireland. To send a strong signal that Ireland intends to compete with the UK ahead of 

Brexit, Dublin Chamber recommends upgrading Entrepreneur Relief to surpass the UK. 

 

The cost of bringing Ireland’s lifetime limit up to the nominal UK equivalent of €10 million, as 

promised in the Programme for Government,8 has been estimated at €54 million using the 

non-dynamic costing model employed by the Department of Finance. A further increase in 

the limit to €15 million would incur an added annual cost to the exchequer of just €2 million, 

according to the same model, while positioning Ireland at a clear competitive advantage 

against the UK.9 

 

2.2. Reduce Tax on Dividends for Entrepreneurs 

To succeed in developing prospering indigenous businesses on a large scale, Ireland must 

reward entrepreneurs for staying on to scale their businesses rather than offering divestment 

as the only path to extract large-scale value from their business. To reward entrepreneurship 

at all stages in the business lifecycle, Dublin Chamber proposes that entrepreneurs be taxed 

at a lower rate of 30% on income from share dividends. The qualifying criteria for this lower 

rate would be the same as those that apply to individuals and firms with respect to 

Entrepreneurs Relief from CGT. 

 

2.3. Introduce an Investor Relief to Encourage Investment in Irish SMEs 

The flat 33% rate of CGT effectively incentivises passive investors to invest in large blue 

chip multinationals rather than in higher risk Irish start-ups. The CGT rate should reflect the 

risk profile of the investment and its contribution to the Irish economy. Dublin Chamber 

recommends introducing an Investor Relief along the UK model, offering a lower 20% CGT 

rate on all investment in unquoted companies to encourage the growth of indigenous 

businesses. While higher than the UK rate of 10%, it would be an important step. The 

Chamber proposes a lifetime limit on qualifying gains at the nominal UK equivalent of €10m. 

 

2.4. Improve R&D Incentives to Boost Innovation in Irish SMEs 

To improve low levels of innovation in Irish SMEs, Dublin Chamber recommends that 

Government should: 

                                                           
8 Programme for a Partnership Government, p. 38, 
https://www.merrionstreet.ie/MerrionStreet/en/ImageLibrary/Programme_for_Partnership_Governmen
t.pdf#page=38 
9 Department of Finance Tax Strategy Group – TSG 17/11, Capital & Savings Taxes, 25 July 2017, 
p.5, http://www.finance.gov.ie/wp-content/uploads/2017/07/UPDATED-TSG-17-11-Capital-and-
Savings-Taxes-Final-PL.pdf#page=5. Dublin Chamber notes the limitations of non-dynamic costing, 
and the fact that previous reductions in Capital Gains Tax have had a stimulatory effect on economic 
activity, ultimately increasing revenue generation. 

https://www.merrionstreet.ie/MerrionStreet/en/ImageLibrary/Programme_for_Partnership_Government.pdf#page=38
https://www.merrionstreet.ie/MerrionStreet/en/ImageLibrary/Programme_for_Partnership_Government.pdf#page=38
http://www.finance.gov.ie/wp-content/uploads/2017/07/UPDATED-TSG-17-11-Capital-and-Savings-Taxes-Final-PL.pdf#page=5
http://www.finance.gov.ie/wp-content/uploads/2017/07/UPDATED-TSG-17-11-Capital-and-Savings-Taxes-Final-PL.pdf#page=5
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a. Allow an upfront claim of R&D tax credit cash refund for SMEs, instead of the three year 

lagging deferred cash-flow mechanism that currently exists. This would make it a more 

realistic option for early stage firms with lower cash resources. 

b. Increase the R&D tax credit rate from 25% to 30% for SMEs, to compare better with the 

UK’s SME R&D Relief, which offers a super deduction of 130% of qualifying costs. 

 

 

3. Invest in Ireland’s Human Capital: Measures to attract, retain, and develop talent 

With a buoyant labour market approaching full employment, and high accommodation costs 

in the Greater Dublin Area, the cost and availability of labour is a growing concern for 

businesses. Whereas almost half (47%) of Dublin Chamber members were affected by skills 

shortages in Q4 2016, this proportion has risen to almost two thirds (62%) in Q2 2018.10 The 

range of affected sectors and business functions including financial services, ICT, 

engineering, construction, hospitality, international trading, and sales and marketing.  

 

3.1. Attract: Expand Access to Affordable Childcare 

There is clear evidence that Ireland’s gap in female labour market participation is due to the 

burden of childrearing in a context of high childcare costs. As Table 3 illustrates below, the 

female rate of labour force participation diverges from the male rate around childbearing age 

and does not converge again afterwards.  

 

Table 3: Ireland: Labour Force participation rate by age group, 201611 

 

                                                           
10 Dublin Chamber Quarterly Business Trends Survey Q4 2016; Dublin Chamber Business Risk 
Outlook Q2 2018 
11 CSO, Women and Men in Ireland 2016, Employment, 
https://www.cso.ie/en/releasesandpublications/ep/p-wamii/womenandmeninireland2016/employment/ 

https://www.cso.ie/en/releasesandpublications/ep/p-wamii/womenandmeninireland2016/employment/
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Over three quarters of Dublin Chamber members now report that the cost of childcare has a 

material impact on their business, while one in four businesses have specifically identified 

easing female labour market participation as the solution to helping them access the skillsets 

they require.12 Dublin Chamber recommends a significant expansion of fiscal support for the 

new Single Affordable Childcare Scheme to ameliorate this problem in 2019, combined with 

an examination of how the taxation system may serve to discourage second earners from 

returning the workforce. 

 

3.2. Attract: Extend the Special Assignee Relief Programme (SARP) to SMEs 

In the context of the growing skills shortage in Dublin, SMEs struggle to compete for the 

talent they require to expand. For overseas recruits, employment by a multinational firm is 

often a ‘safer bet’. Meanwhile, SMEs lack the overseas presence required to attract high-

skilled staff using the Special Assignee Relief Programme. To level the playing field and help 

SMEs attract the skilled specialists they need to grow, Dublin Chamber recommends 

adjusting the SARP by allowing it to apply to new recruits in cases where the firm in question 

is an SME under the EU Commission definition. 

 

3.3. Retain: Improve the Key Employee Engagement Programme (KEEP) 

Dublin Chamber warmly welcomed the KEEP and believes it has the potential to help scaling 

SMEs by making share-based remuneration more efficient. However, member feedback 

suggests that KEEP is proving unworkable for many SMEs in its current form. Dublin 

Chamber recommends: 

a. Detailed guidance should be issued on valuations to provide clarity for firms facing 

the compliance burden of issuing share options at market value; 

b. The restriction of the value of share options granted to any individual to 50% of the 

value of his/her annual remuneration should be lifted. 

c. Qualifying individuals should be allowed to make their services available to other 

entities in a company group. 

 

3.4. Develop: Prevent Taxation of Professional Subscription Fees as BIK 

New Revenue guidance threatens to discourage the development of an educated and skilled 

workforce by subjecting employees to BIK taxation on employer-funded professional 

membership fees, with impact across the professional services sector and beyond. Dublin 

Chamber recommends that provision should be made for the exemption from BIK taxation of 

professional memberships that are deemed commercially necessary, even if they are not 

statutorily required for the exercise of the employees’ duties. 

                                                           
12 Dublin Chamber Business Risk Outlook Q2 2018 


