Budget 2020 Submission

Introduction
ublin Chamber is the representative body for
businesses in the Greater Dublin Area (GDA) and
is the largest Chamber of Commerce in Ireland.
Our cross-sectoral membership base comprises
1,300 firms across the capital city region, employing 300,000
people nationally. This gives Dublin Chamber a keen insight
into the needs of both businesses and their employees,
informing a holistic vision of the commercial environment
in which economic competitiveness and quality of life are
complementary. We are committed to helping businesses
succeed in a successful Dublin.
Ireland’s economic position may be more precarious
than

positive

headline

indicators

suggest.

Internal

structural weaknesses, including a relatively 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. Plans for Budget
2020 take place in the context of continuing uncertainty
about the future of Ireland’s trading relationship with the
United Kingdom. Meanwhile, US tax reforms have already
started to blunt the edge of Ireland’s tax competitiveness.
Dublin Chamber supports a prudent fiscal policy that will
avoid overheating the economy while also preparing the
exchequer to provide for a productive stimulus package in
the event of a hard Brexit. Ireland must remain attractive
to international investors while also taking action to avoid
excessive reliance upon a small 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. The announcement of the
National Planning Framework and the accompanying
National Development Plan has been followed by subsidiary
plans for investment and development at regional and

metropolitan level. It is important that Budget 2020 follows
through on these.
As the last Budget before the UK’s exit from the EU, Budget
2020 has the opportunity to demonstrate serious intent
about business competitiveness vis-à-vis the UK as well as
its commitment to long-term planning and infrastructure
investment. Government should send a strong signal in both
respects. Dublin Chamber recommends use of the fiscal
space to prepare for the challenges ahead by strengthening
the fundamentals of the economy.
The Government should:

Support Irish enterprise
Invest in infrastructure and housing
Improve access to labour
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Summary of Recommendations
1. SUPPORT IRISH ENTERPRISE

Prioritise investment in the Greater Dublin Area with

Ireland must remain attractive to international investors while

a focus on public transport projects and water supply.

also taking action to avoid overreliance on a small number
of highly mobile firms. This will require the strengthening

Ease pressure on the private residential market by

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

increasing construction of purpose built social and

size of the overall economy and increase the proportion of it

affordable housing and providing regulatory stability.

accounted for by Irish firms. Dublin Chamber’s proposals are:
Encourage residential density through targeted exCut Capital Gains Tax to 20% for unlisted trading firms.

emptions from Stamp Duty and Capital Gains Tax for
building conversions and developments in gardens.

Outmatch the UK on Entrepreneur Relief by raising
the lifetime limit to €15m.

Incentivise release of homes to the rental market by
owners in long-term convalescent or nursing home

Improve R&D incentives to boost innovation in Irish

care.

SMEs, including an upfront cash claim and a higher tax
credit rate of 30%.

3. IMPROVE ACCESS TO LABOUR
Ireland should use the untapped potential of the Irish labour

Reduce income tax on dividends for entrepreneurs to 30%.

force to improve access to skills, ease pressure on wage
costs, and ease reliance on new international labour which

Improve the Key Employee Engagement Programme

bears its own challenges in terms of housing and infrastruc-

to make it workable for SMEs.

ture. This will require greater female labour market participation. To improve access to labour, Dublin Chamber pro-

2. INVEST IN INFRASTRUCTURE & HOUSING

poses:

Ireland must address its infrastructure deficit which has
arisen due to underinvestment and volatile funding levels

Reduce the marginal tax benefit rate for second earn-

over many decades. This will require commitment to

ers by introducing a Returning to Work credit, and

delivery of the National Development Plan and prioritising

reducing the disincentive effects of the Home Carers

projects in urban areas which offer the greatest return

Credit.

on investment while expanding residential capacity in
the capital city. Conscious of capacity constraints in the

Improve the National Childcare Scheme by doubling

construction sector, Dublin Chamber outlines several

the universal component from €20 to €40 per week

proposals to ensure delivery of infrastructure and greater

and evaluating the incentive effects of the scheme on

urban density:

labour market participation.

Ensure implementation of the National Development

Make the Special Assignee Relief Programme (SARP)

Plan using the Rainy Day Fund, over-profile tax

available to SMEs by allowing them to offer it to new

receipts, and Carbon Tax revenue.

recruits.
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1. Support Irish 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. It is clear
that Ireland’s position relative to our nearest competitor has
been in decline for several years.
Dublin Chamber acknowledges that Government must
balance social and economic needs when determining
tax policy, and believes that this can be achieved whilst
improving the entrepreneurial environment. For example,
the Chamber has long advocated fairer and equal tax
treatment for the self-employed, including raising the
Earned Income Tax Credit to the PAYE equivalent of €1,650,
and removing the 3% USC surcharge on self-employed
people earning over €100,000. We would welcome progress
towards these goals in Budget 2020, while consideration
should also be given to gradually increasing the entry point
for the higher 40% income tax rate in order to ease pressure
on average income earners.

“To transform the equity environment for
Irish business, Dublin Chamber embraces
the ambition of moving towards a 20% rate of
Capital Gains Tax for all unlisted firms”
Below we outline several proposals to encourage
entrepreneurship and investment in indigenous business
through changes to the tax regime. To transform the equity
environment for Irish business, Dublin Chamber embraces
the ambition of moving towards a 20% rate of Capital
Gains Tax for all unlisted firms. Conscious that this may
have significant exchequer implications, we also outline a
number of targeted measures that could be adopted in the
short term. These should be considered both as preparatory
measures to improve our competitiveness, and as possible
tax expenditures as part of a post-Brexit stimulus package.
While progress on all fronts is not possible in one fiscal year,
there is scope within the budgetary parameters as outlined
in the Summer Economic Statement to send a strong signal
that Ireland intends to sharpen its competitive edge.
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TABLE 1: IRELAND-UK BUSINESS COMPETITIVENESS

(€1.0962 per £1, 22/08/2019, www.ft.com)

UK & NI
(Budget Spring
2019)

Ireland
(Budget 2019)

Income Tax
Salary at which rate changes to 40%1 [€/£]

€35,300

€54,811

52%

32.5%

Yes: 3% USC levy
on income over
€100,000

No

Yes: subject to
restrictive KEEP
conditions for SMEs

Yes

Standard rate

33%

20%

Capital gains tax rate on disposal of shares in SMEs

33%

10%

10% on qualifying
assets up to €1m

10% on gains on
qualifying assets up
to €11m

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

10%

10%

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

31%

10%

CGT rate on Employment & Investment Incentive Scheme
qualifying investment or equivalent gains

33%

0%

6.25%

10%

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

23%

20%

€37,500

€93,177

Effective total tax rate on dividends at higher rate
Different assessment for self-employed.

Possible to defer income tax on share-options given to specific
key employees

Capital Gains Tax

Entrepreneur relief – CGT rate

Corporate Tax
Knowledge Development Box / Patent Box income
Corporate Tax rate (UK’s by 2020)

Value Added Tax
Standard Rate
Registration Threshold for SME providing services2

1. In the UK, the 40% rate comes into effect on income from £50,001 - £150,000, over £150,000 45% tax rate.
2. The threshold for the registration of VAT in the UK is £85,000.
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1.1 Cut Capital Gains Tax to 20% for Unlisted Trading Firms
Growing Ireland’s indigenous business base will require
greater investment by SMEs. While the Government’s
enterprise policy commits to ‘ensuring a competitive
funding environment that provides a range of options to
support our enterprises from start-up to growth’, in reality,
the flat-rate CGT regime undermines efforts to promote
investment in SMEs.3 There is no incentive to choose
investment in a home-grown start-up over investment in a
longer-established multinational. The ESRI has identified a
significant investment gap in the Irish SME sector in a joint
study with the Deptartment of Finance, calculating that the
gap amounts to just over €1 billion for 2016 alone.4
Ireland’s CGT rate is now the third highest in Europe.5 The
flat 33% rate on all capital gains, irrespective of the level of
risk taken and the contribution to the Irish economy of the
investment, is clearly inequitable. The same CGT is paid on
passive investments in large blue chip foreign companies as
is paid on higher-risk Irish companies. People providing angel
investment, people providing their services as employees,
and shareholders who do not meet the 5% threshold to
avail of Section 597AA (Entrepreneur Relief) are therefore
unfavourably treated. Moreover, the distinction between
large quoted companies, with a liquid market for the sale of
shares, and unquoted firms, with a much less liquid market
for the sale of shares, is not reflected in the taxation regime.
The Irish CGT regime effectively incentivises passive
investment in larger foreign firms over investment in higher
risk Irish SMEs. This runs contrary to the national interest,
which clearly lies in building up a greater indigenous
business base so as to avoid over-reliance on a small number
of highly mobile multinationals. With a similar concern in
mind, the UK introduced an ‘Investors Relief’ from CGT. It
offers a lower CGT rate of 10% on lifetime gains of up to
£10 million from disposals of shares in an unlisted trading

Dublin Chamber Proposes
Offer a lower 20% CGT rate on all investment in
unquoted trading companies where shares have been
held in excess of 3 years.7 While lower than the British
10% rate available under its Investors Relief scheme,
it would be an important first step to encourage
investment in indigenous business. To keep the
scheme open to small-scale investors, there should
be no minimum percentage shareholding in order to
qualify. Establish a lifetime limit on qualifying gains at
the nominal UK equivalent of €10m.

company or the holding company of a trading group.6

3. Dept. Business Enterprise & Innovation, Enterprise 2025 Background Report, p. xv
4. “The magnitude of this “investment gap” is economically meaningful and is estimated to be just over 30% (in 2016) relative to SMEs actual investment.” ESRI,
Measuring the Investment Gap & its Financing Requirements for Irish SMEs, 8 March 2018, https://www.finance.gov.ie/wp-content/uploads/2018/03/180308Measuring-the-Investment-Gap-and-its-Financing-Requirements-for-Irish-SMEs.pdf
5. Department of Finance Tax Strategy Group, TSG 18/10 Capital & Savings Taxes, p.7, https://assets.gov.ie/4452/131218111840-f629161ed4af45ed8069c5422
25d0782.pdf#page=7
6. HM Revenue & Customs internal manual, Capital Gains Manual, CG63500P, https://www.gov.uk/hmrc-internal-manuals/capital-gains-manual/cg63500p
7. The Dept. Finance has said it is unable to calculate the cost of introducing a version of the UK scheme in Ireland on the grounds that tax returns do not identify the
amount of chargeable gains associated with unquoted shares. Dáil Éireann Debate Thursday 5 July 2018, Question No. 86, Reference No. 29776/18. Deputy Pearse
Doherty. Answered by the Minister for Finance Paschal Donohoe.
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1.2 Outmatch the UK on Entrepreneur Relief
Entrepreneur Relief from Capital Gains Tax provides for

ahead of Brexit, Dublin Chamber recommends upgrading

disposals of qualifying business assets by entrepreneurs to

Entrepreneur Relief to surpass the UK. Consideration could

be charged at a lower 10% CGT rate up to a lifetime limit

also be given to amending the 5% share requirement to refer

on chargeable gains.8 To qualify, among other conditions,

to the point of investment, ensuring that entrepreneurs

an individual must own at least 5% of the business and

who retain their initial investment are not penalised as

have spent a certain proportion of their time working in

subsequent external investment is received.

the business as a director or employee for three out of the

The cost of bringing Ireland’s lifetime limit up to the

previous five years prior to disposal. The aim is to encourage

nominal UK equivalent of €10 million, as promised in the

entrepreneurs to found, operate, and dispose of businesses

Programme for Government, has been estimated at €81

in the State, and to build a reputation for Ireland as a country
that welcomes and rewards enterprise. Dublin Chamber
made the case for the revised Entrepreneur’s Relief in 2015,
and welcomed its introduction in Budget 2016. Government
has acknowledged that ‘retention [of the relief] is important
in the context of possible Brexit impacts and other issues

million using the static costing model employed by the
Department of Finance.10 A further increase in the limit
to €15 million would incur an added annual cost to the
exchequer of just €3 million, according to the same model,
while positioning Ireland at a clear competitive advantage
against the UK.11

than may arise as the UK exits the EU’.9
However, Ireland’s offering to entrepreneurs remains
starkly uncompetitive in relation to the UK’s, which
includes a lifetime cap of £10 million on qualifying gains
for Entrepreneur Relief. This compares with a €1 million
cap in Ireland. A larger limit is required to encourage
greater ambition and scaling by entrepreneurs. To send a

Dublin Chamber Proposes
Raise the lifetime cap on qualifying gains for
Entrepreneur Relief from €1 million to €15 million to
send a strong signal that Ireland intends to compete with the UK ahead of Brexit. Cost: €84 million.

strong signal that Ireland intends to compete with the UK
8. Qualifying business assets include those in most productive businesses, excluding businesses involving land dealing or holding investments.
9. It has previously been argued that Ireland’s less generous scheme is compensated for by the existence of Retirement Relief, which can be claimed to values
ranging from €500,000 to €3 million. However, this ignores the reality of successful serial entrepreneurship today, which often takes place well before retirement
age. Moreover, the combined value of the current reliefs is still substantially lower than the UK equivalent. Department of Finance, TSG 17/11, Capital & Savings
Taxes, 25 July 2017, p.5.
10. Programme for a Partnership Government, p.38, https://www.merrionstreet.ie/MerrionStreet/en/ImageLibrary/Programme_for_Partnership_Government.
pdf#page=38
11. Dept. Finance, TSG 19/05 Tax Incentives for SMEs, p. 22, https://assets.gov.ie/19118/6aaf283f06f74698a49833ea74100098.pdf#page=22
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1.3 Improve R&D Incentives to Boost
Innovation in Irish SMEs
Business Research & Development in Ireland remains

common among large firms as among SMEs, and is almost

dominated by larger, foreign-owned MNCs, with only 1% of

four times more common among foreign firms as among

12

small firms engaged in R&D. The OECD Economic Survey

firms founded in Ireland.15 Revenue figures reveal that 70%

of Ireland has again highlighted the existence of a two-speed

of the value of the R&D tax credit is claimed by companies

economy in Ireland, confirming that the productivity gap

in the ‘Large Cases Division’.16

between the indigenous and multinational sectors is actually
widening rather than narrowing.

Many SMEs, and most start-ups, face cash flow issues

To address the growing

which make the 3-year deferred claim model unattractive or

productivity gap between the indigenous and multinational

impractical. Allowing an upfront payment would make the

sectors, Government must increase innovation among SMEs.

R&D tax credit a more realistic option for early stage firms

The Research & Development Tax Credit is one of the

with lower cash resources. In the competitive context of

principal schemes the Government uses to encourage

Brexit, it is also worth noting the UK regime, where there

R&D among businesses. As currently designed, however,

is a special R&D Relief available to SMEs with extremely

it is failing to drive R&D among indigenous businesses on

attractive conditions, including a super deduction of 130%

the scale that Ireland requires. The European Commission

of qualifying costs for SMEs.17

13

has advised that the emphasis in Ireland’s R&D strategies
for business should be to build up research and innovation
capability within Irish SMEs, and has recommended that
the R&D tax credit scheme must be targeted at SMEs
specifically.14 This is echoed by the OECD in its Review of
SME and Entrepreneurship Policy in Ireland, commissioned
by the Department of Business Enterprise & Innovation.
A Chamber study indicates a low take-up of the R&D tax
credit outside the multinational sector. It is particularly low
among firms founded in Ireland and among firms that are
SMEs by the European Commission definition. The same

Dublin Chamber Proposes
Allow an upfront claim of the R&D tax credit
cash refund for SMEs, instead of the 3 year
lagging cash-flow mechanism that currently
exists. As this is purely a cash-flow measure,
it would be cost-neutral over a three-year
period, with minimal exchequer impact.
Increase the R&D tax credit rate from 25% to
30% for SMEs, to compare better with the
UK’s SME R&D Relief. Cost: €30 million.18

study indicates that use of the tax credit is almost twice as

12. European Commission Research & Innovation Observatory Country Report 2017: Ireland, pp. 24-26
13. OECD Economic Survey of Ireland 2018, https://www.oecd.org/eco/surveys/economic-survey-ireland.htm
14. European Commission Research & Innovation Observatory Country Report 2017: Ireland, p. 26
15. Dublin Chamber Business Risk Outlook Survey Q2 2018
16. Dept. Finance, TSG 19/05 Tax Incentives for SMEs, p.29, https://assets.gov.ie/19118/6aaf283f06f74698a49833ea74100098.pdf#page=29
17. HM Revenue & Customs internal manual, Corporate Intangibles Research & Development Manual, CIRD90000, https://www.gov.uk/hmrc-internal-manuals/
corporate-intangibles-research-and-development-manual/cird90000
18. Dáil Éireann Debate Thursday 5 July 2018, Question No. 87, Reference No. 29777/18. Answered by the Minister for Finance Paschal Donohoe. The overall
cost of the R&D tax credit reached €553 million in 2014. Dept. Finance, Economic Evaluation of the R&D Tax Credit, October 2016., p.6, https://igees.gov.ie/wpcontent/uploads/2014/01/R-and-D-Credit-Evaluation-2016.pdf#page=6
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1.4 Reduce Tax on Dividends for Entrepreneurs to 30%
To succeed in developing prospering indigenous businesses

value from their firm in a manner that is not subject to the

on a large scale, it is critically important that Ireland provides

full rate of income tax, as Entrepreneur Relief only applies to

a supportive environment for entrepreneurship throughout

CGT on the value of shares. Recent changes introduced by

the life-cycle of a business, rather than merely during the

the Finance Act 2017 have further increased the difficulty.20

start-up phase. Promotion of a start-up culture must be

The result is an ‘inefficient incentive’ that drives successful

combined with effective long-term rewards for entrepreneurs

businesspeople to ‘sell up’ rather that stay on and grow their

who choose to stay on and scale their businesses rather than

business further. While divestment is an appropriate and

accept the allurement of a short-term reward by selling the

desirable outcome for serial entrepreneurs, for example, it

firm. Ireland’s present tax regime lacks this holistic and long-

should not be the only option that is encouraged. In many

term approach.

cases the scaling of Irish SMEs may be of greater long-term

The Government’s updated enterprise policy includes
a commitment to ‘strengthen the competitiveness of
Ireland’s tax regime to support start-ups, small and medium

value to the Irish economy.

Dublin Chamber Proposes

enterprises (SMEs) scaling.’19 However, Ireland’s competitive
position is clearly wanting at present. In the UK, the
effective total tax rate on share dividends at the higher rate
is 32.5% compared with 52% in Ireland, a stark differential
in the context of Brexit.
Under the current system of incentives, divestment is the

Tax entrepreneurs at a lower rate of 30% on income
from share dividends to outmatch the UK offering
ahead of Brexit.21 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 Capital Gains Tax.

only means by which entrepreneurs can extract large-scale

19. Enterprise 2025 Renewed: Building resilience in the face of global challenges, p. ix, https://dbei.gov.ie/en/Publications/Publication-files/Enterprise-2025Renewed.pdf#page=13
20. Finance Act 2017 introduced the new Section 135(3A), TCA 1997, as an anti-avoidance mechanism. In practice it serves to convert many genuine transactions
from distributions that are subject to CGT into distributions subject to income tax. E.g. management buyouts are a traditional mechanism to allow key stakeholders
to exit or retire from their businesses. But making these transactions subject to income tax undermines their attractiveness; it pushes businesses towards sales
to third parties or liquidation if a CGT exit is to be achieved.
21. Revenue has tentatively estimated the total cost of a 30% income tax rate on dividend income from Irish resident companies (replacing all income tax, PRSI,
and USC currently collected) applied universally at €95 million. Restriction of the scheme to qualifying entrepreneurs would limit the cost to a fraction of this
figure. Dáil Éireann Debate Thursday 5 July 2018, Question No. 85, Reference No. 29775/18. Answered by the Minister for Finance Paschal Donohoe.
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1.5 Improve the Key Employee Engagement
Programme (KEEP)
Dublin Chamber welcomed the introduction of KEEP in

on improving ‘mechanisms through which SMEs can reward

Budget 2018, having campaigned for the measure to help

key employees with share options in a tax-efficient manner’,

SMEs retain talent and compete with larger firms; and the

reform of KEEP will be required in Budget 2020 if this goal is

Chamber is keen to ensure that KEEP proves successful.

to be achieved under the present administration.22

We believe KEEP has the potential to help scaling SMEs by
making share-based remuneration more efficient.
The incentive aims to support SMEs in competing with
larger enterprises to recruit and retain key employees.
Smaller

and/or

younger

companies

with

growth

potential may not have the cash resources available to
offer comparable salary packages to large, established
businesses. However, where the employee believes in the
growth potential of the firm, and by extension the potential
for the company shares to increase in value, remuneration
in the form of share options can improve the attractiveness
of the SME employment offer.
However, business feedback suggests that certain
conditions attached to the scheme are making it impractical
for most SMEs, and that the legislation is proving to be
inoperable. As a result of these practical constraints, Dublin
Chamber does not expect a significant uptake of KEEP in its

Dublin Chamber Proposes
Dublin Chamber’s principal recommendations are
as follows:23
Detailed guidance should be issued on
valuations to provide clarity for firms facing
the compliance burden of issuing share
options at market value.
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.
Qualifying individuals should be allowed to
make their services available to other entities
in a company group and the time required
to work for a qualifying company should be
reduced.

current form. While Government has committed to progress

22. Programme for a Partnership Government, p. 38, https://www.merrionstreet.ie/MerrionStreet/en/ImageLibrary/Programme_for_Partnership_Government.
pdf#page=38
23. Further details of Dublin Chamber’s recommendations are available in our Submission to the Department of Finance on the Review of KEEP, May 2019, http://
www.dublinchamber.ie/DublinChamberofCommerce/media/banners/Dublin-Chamber-Submission-on-Review-of-KEEP-docx.pdf
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2. Invest in Infrastructure & Housing
2.1 Ensure Implementation of the NDP
Infrastructure and housing consistently rank as the most

it meets the fiscal commitments outlined in the NDP. This

important policy issues facing existing businesses in

will require €7.9 billion in exchequer funding for public

the Greater Dublin Area. In a survey of Dublin Chamber

capital expenditure, accounting for 3.7% of projected Gross

members carried out in Q1 2019, one third (33%) indicated

National Income*.26 However, capital investment plans can

that infrastructure investment was the top priority for

be threatened not only by fluctuations in the economy,

24

Budget 2020, while another third (33%) indicated housing.

but by significant cost overruns in individual projects. With

Ireland’s recent pattern of capital expenditure is among

this in mind, we recommend taking steps to guarantee

the most unstable in Western Europe, with the level of public

delivery of the economic infrastructure improvements

investment falling precipitously after the crisis.

that are necessary to compensate for past decades of

25

Dublin

Chamber welcomed the National Planning Framework

underinvestment.

and the accompanying National Development Plan (NDP)
as positive steps towards long-term alignment of spatial
planning with infrastructure development. The Chamber

Dublin Chamber Proposes

has long called for joined-up thinking of this kind.
Infrastructure investment must take place in the context
of a planned transition to a low-carbon economy, prioritising
public transport and making appropriate use of new revenue
streams. Dublin Chamber has supported a phased increase
in the Carbon Tax to €80 per tonne, while cautioning that
businesses require a clear schedule of increases over the
coming years to allow them to prepare. We also argue that
revenues from further increases in Carbon Tax must be
ring-fenced to provide socially progressive alternatives to a
high-carbon lifestyle, especially through better sustainable
transport infrastructure in Irish cities.
It is crucial that Budget 2020 meets the Government’s
fiscal commitments as outlined in the NDP and takes
steps to ensure that the plan receives stable funding into

Drawdown from the Rainy Day Fund should be
permitted to ensure stable and steady delivery
of planned infrastructure investments if or when
economic growth dips below the level required
to fund delivery of the NDP.27
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, rather than to increase
current expenditure.
Revenue from future increases in the Carbon
Tax must be ring-fenced for investment in green
infrastructure, with a focus on urban centres
which offer the greatest return.

the future. The first test of Budget 2020 will be whether

24. Dublin Chamber Business Outlook Survey Q1 2019, http://www.dublinchamber.ie/business-agenda/business-trend-survey/business-trends-survey-q1-2019
25. Eurostat, General Government Gross Fixed Capital Formation in European countries, 2001-2015
26. Project Ireland 2040: National Development Plan, p. 19; Annex 1, p. 104
27. 4% over 2022-2027 period, based on 2% real and 2% inflation. Project Ireland 2040: National Development Plan, p.19
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2.2 Prioritise Investment in the Greater Dublin Area
Government should allocate national resources in a way that

DART EXPANSION PROGRAMME

respects and reflects where Irish people live in their greatest

The DART Underground interconnector project will be

numbers. The Greater Dublin Area is the engine of the Irish

crucial to the development of an integrated public transport

economy and Ireland’s largest population hub. Home to 40%

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

of the population of the State, its population of 1.9 million

we recommend that other elements of the DART Expansion

will grow to 2.2 million by 2031. Dublin’s success is critical

Programme be progressed.

28

to Ireland’s success. However, contrary to perception, the
capital city has been significantly underfunded relative

BUS CONNECTS

to other regions in the past. In particular, public transport

The NTA plan for new bus corridors and Bus Rapid Transit

funding is more efficient in high-density zones where

in the capital has the potential to be a valuable solution to

greater use will be made of projects.

mounting traffic congestion and should be prioritised for

Dublin was recently ranked among the most trafficcongested cities in the world, with an average of almost 250

funding where progress on the abovementioned projects is
not feasible.

hours lost per driver annually. Traffic congestion in the GDA
29

costs the national economy €350 million per annum, rising

GDA CYCLE NETWORK PLAN

to a cost of €2 billion per annum by 2033.

There is strong business appetite for better cycling

30

This impacts

both upon business competitiveness and quality of life.
Projects to relieve pressure in the capital must be

infrastructure in the capital city, as a means of easing
congestion, improving quality of life, and making progress

prioritised for delivery. These include:

towards carbon reduction targets.

METROLINK

WATER SUPPLY PROJECT

Dublin Chamber has long advocated the North element of

Water systems in competitor cities typically operate at c.

the project and strongly supports the delivery of MetroLink to

80% capacity, while in Dublin this figure is c. 98%. With

provide a rail connection between Swords, Dublin Airport and

Dublin expected to meet constraints by 2025, the Eastern

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

& Midland Region Water Supply Project is an urgent priority.

28. CSO Census 2016, EP001: Population & Actual & Percentage Change 2011-16 by Sex, Province County or City, Census Year & Statistic, http://www.cso.ie/
px/pxeirestat/Statire/SelectVarVal/Define.asp?maintable=EP001&PL#anguage=0
29. INRIX Global Traffic Scorecard 2018, http://inrix.com/scorecard/
30. 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.

SUBMISSION ON BUDGET 2020 | 11

2.3 Ease pressure on the private residential market
Inflation in the price of accommodation is the most
immediate threat to wage cost competitiveness in Dublin
at present, while supply issues threaten to affect the city’s
global reputation as a magnet for FDI. According to a
recent Chamber survey, the cost and availability of housing
is the greatest concern for nearly two thirds of company
employees. Pressure will increase in the years to come, with
the population of the Greater Dublin Area set to grow from
1.9m today to 2.2m by 2031.31

Dublin Chamber recommends
To reduce pressure on the private market,
social housing provision should shift from
reliance on acquisition and rental support to
the construction of purpose-built social and
affordable homes.
Meanwhile, Government must ensure
regulatory stability to provide medium-tolong-term certainty for private developers.

2.4 Encourage residential density in areas of high demand
Redevelopment of brownfield sites for residential use,

this benefit has not been clawed back from purchasers by

particularly with one and two-bed apartments, will be crucial

way of price increase. This could be done by comparison of

to meeting the goals of the National Planning Framework,

prices of similar dwellings.

increasing urban density, and meeting demand appropriately.
However, private investment is currently concentrated in
commercial development and student accommodation.

A Capital Gains Tax exemption on sale of gardens in
appropriate urban areas which are sold for the purposes of
intensive residential development.

CONSIDERATION SHOULD BE GIVEN TO:
A targeted exemption from stamp duty on the sale of

An examination of impact of various costs, including

buildings converted to multiple dwellings in areas of high

taxes and levies, on the commercial viability of brownfield

demand. The onus would be on the developer to show that

apartment construction.

2.5 Incentivise release of homes to the rental market
Dublin Chamber recommends that consideration be given
to two measures to encourage release of unoccupied
housing to the rental market, without prejudice to the Fair
Deal Scheme:
Home owners who move into long-term convalescent
or nursing home care should be incentivised to rent their
properties through a rental exemption up to a specified limit
or allowance of nursing home fees against rental income.
People exempt from LPT due to long-term care should
similarly be allowed to keep their exemptions if they rent out
their homes.

31. CSO statistical release, 12 December 2013, Regional Population Projections 2016-31, Actual & Projected Population of Regional Authority Areas 1981-2031,
http://www.cso.ie/en/releasesandpublications/er/rpp/regionalpopulationprojections2016-2031/
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3. Improve Access to Labour

With a buoyant labour market at full employment, and

Dublin Chamber’s proposals on improvements to the SARP

high accommodation costs in the Greater Dublin Area,

scheme should allow SMEs to attract international talent

the cost and availability of labour is the dominant concern

with critical skills. However, while inward migration will

for businesses. Whereas just under half (47%) of Dublin

continue to play a valuable role in meeting business needs,

Chamber members were affected by labour skills shortages

population growth in the GDA carries its own challenges

in Q4 2016, this proportion has risen to 60% by Q2 2019.32

in terms of managing overstretched infrastructure and

The range of affected sectors and business functions

the inadequate housing stock in the shorter term. There

includes financial services, ICT, engineering, construction,

is considerable untapped potential in the Irish labour

hospitality, international trading, and sales and marketing.

force that can be utilised without unnecessarily increasing

Increasingly, the vacancies are not limited to specialist or

pressure on the availability of accommodation through

technical occupations, but rather include more manual as

migration. Dublin could use the labour force potential that

well as skilled work.

already resides in Dublin.

There is a clear risk to competitiveness due to inflationary

For example, the female employment rate in Ireland

pressures if this is not addressed.33 Our proposals on

is 10.4 percentage points lower than the male rate. This

promoting labour force participation should be considered

gender gap is considerably higher than that in most other

alongside Dublin Chamber’s wider policies on affordable

Northern European economies, and the room to expand

housing, transport and land use planning, better broadband,

female labour participation has been widely noted.34 There

and our support for more flexible work arrangements,

is also scope to increase the participation rate of other

including remote working.

groups, such as those with disabilities.

32. Dublin Chamber Business Trends Survey Q4 2016; Dublin Chamber Business Outlook Survey Q2 2019, http://www.dublinchamber.ie/business-agenda/
business-trend-survey/business-trends-survey-q2-2019
33. ESRI Quarterly Economic Commentary summer 2019, p. 56, https://www.esri.ie/system/files/publications/QEC2019SUM_1.pdf#page=67
34. E.g. ESRI Quarterly Economic Commentary Summer 2018, pp. 51-55, https://www.esri.ie/pubs/QEC2018SUM.pdf#page=62
35. CSO, Women and Men in Ireland 2016, Employment, https://www.cso.ie/en/releasesandpublications/ep/p-wamii/womenandmeninireland2016/
employment/
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Table 2: Ireland: Labour Force participation rate by age group, 201635
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There is clear evidence that Ireland’s gap in female
labour market participation is largely due to the burden of
childrearing falling upon women in a context of high childcare
costs.36 The female rate of labour force participation diverges

“Amongst people of typical childrearing
age, there are 141,000 fewer women in
the labour force than men.”

sharply from the male rate around childbearing age and
does not recover. As a result, amongst people of typical
childrearing age, there are 141,000 fewer women in the
labour force than men.37 Statistical evidence for the impact
of childcare costs on the labour market is strongly supported
by business feedback. Almost eight in ten Dublin Chamber
members (78%) now report that childcare costs have a
material impact on their business, affecting the cost and/or
availability of staff.38

insufficient to make material inroads into the gap in the labour

With this in mind, Dublin Chamber endorses IMF advice

force participation rate, while the means-tested element

that ‘attention should be given to providing affordable

increases the marginal tax benefit rates facing families. We

childcare, reducing high second-earner marginal tax rates, and

believe further increases in the universal component of the

eliminating gender pay gaps.’ Dublin Chamber welcomed the

National Childcare Scheme are warranted, as well as other

National Childcare Scheme as a first step. However we are

measures to reduce the marginal tax benefit rate facing two-

concerned that the universal component of the scheme is

parent families where only one person is employed.

39

36. Indecon Report on Support for Childcare for Working Families & Employment Implications, Nov 2013, pp.ii-iii
37. Comparison of men and women aged 20-59, CSO, Labour Force Survey Q1 2019, Table 7, https://www.cso.ie/en/releasesandpublications/er/lfs/
labourforcesurveyquarter12019/
38. Dublin Chamber Business Outlook Survey Q2 2019, http://www.dublinchamber.ie/business-agenda/business-trend-survey/business-trends-survey-q2-2019
39. IMF, Ireland Staff Concluding Statement of the 2018 Article IV Mission, May 2018
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3.1 Reduce the Marginal Tax Benefit Rate for
Second Earners
The attractiveness of returning to work, even at higher
salary levels generally commanded by skilled employees, is
weakened by the structure of the tax system and the low
level of state support for childcare costs currently available.
Under the present tax system, someone who withdraws
from the labour force to care for an infant often may only
add marginally to net family income by returning to work.
This is confirmed by stark findings from the European
Commission which highlights that Ireland has the second
highest participation tax rate (PTR) in the EU for potential
female entrants to the labour force when out-of-pocket
childcare costs are taken into account.40 With a PTR of 94%
in such situations, Ireland is second only to the UK in its
penalisation of second earners with children.41
Government has indicated its intention to reform income
tax, PRSI and USC. Clearly, the different bases for these
taxes for families and individuals effects the marginal tax
benefit rate facing second earners in families. One area
worthy of review is the impact of the Home Carer’s Credit
of €1,500, available to those with children or caring for
a person with a disability, on the decisions of potential
second earners. At present the credit is withdrawn at a very
high rate if the income of the Home Carer exceeds €7,200
and is removed if their earnings exceed €10,200. This aspect
of the tax system may promote part time work in low-pay
employment, reinforcing the underemployment of many
second earners, usually women.
The tax system must send a strong signal to potential
second earners that they will be financially better off in the
labour force. Past experience of such signals through the
tax system have proven to be very beneficial. For example,
partial individualisation of income tax bands was introduced
between 2000 and 2002. A recent assessment of this found
that the labour force participation rate of married women
increased by 5-6 percentage points in the wake of the
reform, the hours of work increased by two per week, and
the hours of unpaid childcare fell by approximately the same

Dublin Chamber Proposes
Introduction of a Returning to Work credit
of, say €5,000, for second earners taking up
employment. Its operation would need to be
coordinated with the Home Carer’s credit and
it could be tapered to be withdrawn over a
five year period after taking up employment.
The measure itself could be withdrawn as the
labour force participation gap diminishes. It
should be restricted to parents who are not
returning to pre-maternity leave employment
so that the deadweight effect can be reduced,
and the behavioural economic incentive
to return to the workforce of having a “use
it or lose it” tax credit available would be
paramount.
At the very least, the disincentive effect of
the Home Carer’s Credit should be negated
by ensuring that the credit be retained for a
period. For example, home carers (re-)entering
the workforce and whose income in their own
right exceeds €10,200 should retain the Home
Carer’s Credit for a period of three years and
it could then be withdrawn on a phased basis
over the subsequent two or three years.

margin.42

40. The participation tax rate (PTR) is a means of measuring the level of incentive or disincentive for labour market entry that is inherent in the tax and benefit
system.
41. European Commission, DG Justice, Secondary earners and fiscal policies in Europe (Rastrigina & Verashchagina), 2015, p. 54, https://ec.europa.eu/info/sites/
info/files/150511_secondary_earners_en.pdf#page=54
42. Doorley, Karina. ‘Taxation, work and gender equality in Ireland’. - Journal of the Statistical and Social Inquiry Society of Ireland, Vol.47, 2017-18 , pp71-87
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3.2 Improve the National
Childcare Scheme

encounter difficulty in persuading highly skilled workers
to relocate here. This is often due to the perception that
the high marginal tax rate in Ireland is not compensated
for by a high quality of urban life. SARP addresses this.

The National Childcare Scheme provides financial support

The decision by a potential SARP beneficiary to relocate

for parents towards the cost of childcare and consists of

to Ireland can have a significant knock-on effect, as such

both a universal and means-tested component. The stated

employees are often team leaders who create a boost of

goals of the scheme are many, and include improving

high-value local employment by their presence, helping

outcomes for children, reducing poverty, facilitating labour

multinational firms to grow here.

market activation and reducing the cost of childcare. Given

Access to skilled labour in Dublin is a problem affecting

the variety of goals, the importance of the impact on work

firms of all sizes, but SMEs particularly struggle to

incentives of the scheme can sometimes be lost. Dublin

compete for the talent they require to expand.44 They face

Chamber notes that the means-tested aspect of the scheme

not only a tight labour supply, but intense competition

results in high marginal tax benefit rates for families at low

for specialists from multinational firms with a broader

incomes, particularly over the range of incomes where other

international scope and a much greater capacity to offer

payments, such as Working Family Payment apply. The range

attractive remuneration. For overseas recruits, moreover,

of incomes over which a high marginal tax benefit rate applies

employment by a multinational is often considered a

will increase as the means-tested coverage of the Scheme is

‘safer bet’. SMEs typically do not have the global presence

extended to more families on middle incomes.

to allow them to recruit high-skilled staff from abroad or
assign an employee from a foreign business branch. For

Dublin Chamber Proposes
A full evaluation of the incentive effects for
families should be conducted.
In the interim, resources should be devoted
to increasing the universal component of the
National Childcare Scheme. The maximum
Universal Subsidy should be doubled from
€20 per week to €40 per week in 2020, with a
commitment to achieve a Universal Subsidy level
of €100 per week by 2023.

3.3 Make the Special
Assignee Relief Programme
available to SMEs
Multinational firms report that SARP continues to play a vital
role in attracting key executive staff who not would otherwise
make the move to Dublin.43 In the context of Ireland’s relatively
high personal income tax regime, peripheral geographic
location, and substandard urban infrastructure, employers can

this reason, SARP for mobile employees is generally not
an option available to SMEs, being effectively a tax benefit
that is restricted to multinational firms and offering no
accompanying benefit to the indigenous sector.
In order to assist SMEs in attracting the skilled staff
required for business expansion, the playing field should
be levelled between the indigenous and FDI sectors.
Dublin Chamber has called for SARP to be adjusted to
allow it to apply to new recruits in cases where the firm
in question is an SME. This call is echoed by the OECD in
its Review of SME & Entrepreneurship Policy in Ireland.45

Dublin Chamber Proposes
To maintain Ireland’s attractiveness as a
location for FDI in the context of Brexit,
maintain SARP as a part of the Irish offering
in the years ahead.
Extend the Special Assignee Relief
Programme to new recruits for firms that
are SMEs by the European Commission
definition. The salary requirement would
remain the same to restrict the programme
to high-skilled employees.

43. The Special Assignee Relief Programme (SARP) is an income tax relief on a portion of income earned by certain employees assigned from abroad to work in
the State by their employer or an associated company of the employer. SARP provides for relief from income tax on 30% of the employee’s income over €75,000
for a maximum period of five consecutive years.
44. While Local Enterprise Offices offer Business Expansion Grants of up to €150,000 in value which may be used to cover salary costs, these are restricted to
micro enterprises with 10 employees or less. https://www.localenterprise.ie/Discover-Business-Supports/Financial-Supports/Business-Expansion-Grant/
45. Key Recommendation 10 in the OECD Review’s accompanying Roadmap, as outlined at the Irish Government’s SME & Entrepreneurship Strategy Conference
on 12 July 2019, calls for new hires to be able to apply for SARP.
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About Dublin Chamber
Dublin Chamber is the largest chamber of commerce in Ireland with over 1,300 member companies. It is the most representative
and broadly-based business group in the Greater Dublin Area, providing representation and networking services. As a member
of the Enterprise Europe Network, Dublin Chamber offers a range of services and expertise to businesses to ensure they are
fully equipped with the right skills, information, support services and contacts to maximize their success in overseas markets.
Its policy work focuses on developing the Dublin region’s infrastructure & transport, promoting competitiveness and improving
local governance. Dublin Chamber is also one of the oldest chambers of commerce in the world, tracing its origins back to
1782. The Dublin Chamber of Commerce (Incorporated) is a company limited by guarantee, registered in Dublin, Ireland,
Number 588.
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