
 

 

 

 

 

 

Martin Hughes 
Clerk to Joint Committee on Business, Enterprise and Innovation 
Leinster House 
Dublin 2 

 

 

Tuesday 15 October 2019 

 

 

Dear Mr Hughes, 

Many thanks for your letter of Thursday 3 October requesting a written submission 
from Ibec, ahead of Minister Heather Humphrey’s appearance before the Joint 
Committee on Business Enterprise and Innovation on Wednesday 23 October.  

 

Please find below specific answers to the issues you raised and attached our 
comprehensive report setting out the State aid measures that would be required in 
the case of a no-deal Brexit. 

 

Ibec looks forward to continued engagement with the Committee on this matter. 
Please get in touch if you have any queries or would like additional information. 

Kind regards, 

 

 

 

 

 

 

 

Danny McCoy 
CEO, Ibec 



 

 

How are you preparing for Brexit? 

Brexit is an issue of key strategic importance to Irish business and Ibec’s work over recent 
years has reflected this. The organisation has devoted extensive resources to the issue, and 
it remains a top priority.  

The Ibec approach to Brexit is threefold: Firstly, we have been working at a domestic level 
to ensure the Government and relevant state agencies respond swiftly and decisively to 
support businesses during this period of uncertainty. Secondly, we have been working at a 
national, UK and EU level to ensure Irish interests are protected in the exit negotiations and 
in the new trading relationship the UK will have to forge with Europe. And thirdly, we are 
working to support member companies as they navigate the challenges of Brexit.  

This work has involved ongoing and intense political engagement at a national and EU level, 
comprehensive and detailed guidance and support for member companies, and organising 
and facilitating numerous events and seminars to support the roll-out of this work to 
member companies. The work has included: 

• Detailed economic analysis on Brexit macro and regional impacts  

• Comprehensive analysis of Brexit implications for various sectors, as set out in 

series of Ibec Brexit reports 

• A Brexit toolkit for business to enable companies to clearly identify risks and 

develop contingency plans accordingly 

• Ongoing engagement across government and with state agencies and regulators to 

inform national contingency planning 

• Detailed policy proposals and high-level engagement at a national and EU level, 

with the EU institutions, European business and other member states, to ensure 

Irish business concerns are fully understood, addressed and reflected in Brexit 

outcomes 

• Ongoing policy and lobbying work with the CBI through the Ibec-CBI Joint Business 

Council to ensure all-island economic and business risks are understood and 

reflected in Brexit negotiating priorities 

• Hosting numerous Brexit planning sessions, seminars, working groups and 

webinars, covering the full spectrum of sectoral and policy areas of concern to 

business 

• The provision of a comprehensive online Brexit resource to provide Irish businesses 

will easy access to up-to-date information, analysis and Brexit support. 

 

Whether you have found State information and supports - including 
loan schemes – useful: 

The recent Budget announcement of further supports for business faced with Brexit 
challenges is very welcome. As referenced elsewhere in this submission, Ibec has set out 
the need for comprehensive and meaningful supports for the companies, workers, and 
communities which will be worst impacted by Brexit. The current split in supports between 
earmarked and unearmarked in Budget 2020 suggests that the Government is open to 
working with business and other partners in ensuring schemes are fit for purpose. The 
Government’s Brexit loan schemes, while welcome, had restrictive eligibility criteria and 
were overly-focuses on technological innovation. The criteria needs to be loosened if the 
schemes are to meet the needs of many of the companies most impacted by Brexit. Even in 
the case of a change in criteria, the feedback of many of our member companies is that 
debt is an inappropriate instrument of support for many of them at this time when risks are 
high and cashflow may be challenged. 



 

 

Ibec will work with Government over the coming months to make sure that these supports 
are designed and rolled-out to help the country and Irish business prepare for Brexit. In 
addition, it is welcome that the Government has recognised that further funding may be 
necessary in the event of a more severe deterioration in the economy.  

 

Any other State supports you would like to see put in place following 
Brexit: 

Earlier this month, Ibec published a report entitled Economic stabilisation in a no-deal 
Brexit (please see attached). Necessary Brexit supports would require complex legislation 
and would take several months to administer. Experience in 2009 shows that it took 10 
months from EU agreement on a temporary framework for State aid until companies could 
draw down supports under the Employment Subsidy Scheme.  

The following outlines the schemes we think should be part of a stabilisation package in the 
event of a no-deal Brexit: 

Short-term measures in the event of a no-deal Brexit: 

• To help workers and companies stay connected, even during a temporary shock to 

demand: Prepare a short-time work subsidy scheme (for two years initially) for 

vulnerable workers in the event of a no-deal Brexit. This would mean a subsidy to 

the worker of up to 60% of the worker’s reduced net wage, for up to 12 months. 

This would allow workers to go part-time into training/re-training for a temporary 

period where hours are reduced and would give companies greater flexibility in the 

case of a demand shock. It would be available only to impacted firms. 

• To maintain jobs in viable but vulnerable firms where short-time work is not 

possible: Introduce an employment subsidy scheme, with subsidies of up to 

€10,000 over 24 months for employees in firms in distress.  

• To assist with cashflow in SMEs: Accelerate the current SME credit guarantee 

scheme’s coverage of invoice discounting and factoring arrangements in Brexit 

impacted firms, in line with State aid rules. 

• To help companies diversify: Introduce a new scheme covering export credit 

insurance. This would necessitate temporary changes to the EU’s ‘Short-term 

Export Credit-insurance Communication’ to exempt initiatives aimed at companies 

impacted by Brexit and diversifying away from the UK. This could include some 

private risk (up to 20%). 

• To support companies trying to invest: Loosen the criteria for the existing loan 

schemes. These criteria and their overt focus on technological innovation are 

completely inappropriate for firms in sectors most impacted by Brexit. 

• To save viable but vulnerable companies in trouble: Reintroduce an enhanced 

Enterprise Stabilisation Fund in the same vein as was available during the financial 

crisis in 2009. This would fund companies in difficulties because of Brexit, and 

would, by achieving a sound, robust and sustainable business plan, allow them to 

be financially viable in the medium-term. 

  



 

 

Medium-term measures for diversification: 

• To help companies invest in long-term resilience: Ongoing support will be needed 

for many sectors worst impacted by Brexit. Investment aid should be targeted at 

supporting Irish companies investing in enabling technology, management training 

and upskilling, plant renewal and expansion, refinancing, market development and 

innovation, to regain competitiveness. 

• To support companies looking to retool and reinvest in plant and machinery to 

produce product lines for new markets: Introduce a pre-approved accelerated 

capital allowance scheme for projects which are deemed necessary under a clear 

Brexit-related contingency plan. Provision must be in line with those already 

available for energy efficient equipment, with allowances available to be claimed at 

an accelerated rate of 100% in year one. 

• To support companies in adapting to new market realities: Introduce additional 

marketing and innovation supports for companies looking to reformulate, re-

package or innovate their product lines for new markets. 

 

Your key concerns in the event of a no-deal Brexit:  

Macro-economic forecasts when it comes to Brexit are bound to significantly differ due to 
the unprecedented nature of a no-deal Brexit. What we do know, however, is that a no-
deal Brexit will have a very significant negative impact on the Irish economy. Our latest 
assessment is that growth will still be positive, but it will be half what it would have been 
due to negative movements in sterling, investment and prices, and trade disruption. For 
many of our regions and indigenous industries, this will feel like a deep and scarring 
structural break. Many rural and border areas will experience a significant fall in economic 
activity.  

The main avenue of impact, however, would be through the labour market. For 2020, Ibec 
forecasts that employment growth will slow to 2% as the global economy begins to slow. 
Ibec’s expectation is that employment may still grow out to the end of next year even in 
the event of a no-deal Brexit. However, the pace of growth would slow significantly in 2020 
to only marginally above zero in such circumstances. In the long-term, a weakening of our 
indigenous base would have significant negative implications for existing challenges, such 
as growth in our regions and the overreliance of the economy on too few companies.  

There are several ways in which a no-deal Brexit would have an immediate impact upon 
the economy: 

Sterling weakness 

The continued weakness and volatility in sterling is already putting acute pressure on the 
margins of Irish exporters. This has been most acutely felt by SMEs who are less diversified, 
have less market power and often cannot afford hedging products. We expect that there 
would be further significant volatility in the event of a no-deal Brexit. Recent forecasts by 
the Bank of England paint a bleak picture for Irish exporters in the event of no-deal Brexit. 
In a no-deal scenario, the Bank has forecasted that sterling could depreciate by anywhere 
between 10% and 25%. All else being equal, this could see sterling at an unprecedented 
110p versus the euro in 2020. At the very least we would expect the euro-sterling exchange 
rate to near parity. At these levels, large numbers of Irish firms would not have sufficient 
profit margins to supply the UK market without complete price pass-through to British 
consumers. In addition, there are other costs which will be imposed by sterling volatility. 
Companies will need to have shorter hedging timelines – often moving to month-to-month 



 

 

contracts – which will place significant additional costs on business, make planning more 
difficult, and potentially make hedging prohibitive for most SMEs. 

Investment and consumer confidence 

In the event of a no-deal Brexit, there would be an immediate sharp shock to both 
investment and consumer confidence. Already we are seeing signs of stalled investment 
amongst SMEs. This would rapidly spread due to the uncertain environment created by a 
no-deal. Political and trade uncertainty would make it impossible for companies with 
limited resources to take risks when they cannot accurately judge their potential return on 
investment. In addition, it is likely that investment would become more difficult with firms’ 
margins put under pressure, increased costs of funding, and access to equity capital 
reduced. A significant loss of margin for either exporting or importing firms would mean 
that they are less able to take on additional leverage to grow in existing markets or expand 
to new ones. Instead many firms would re-direct resources which could otherwise be used 
for investment and growth, to sustain their existing markets and deal with the costs 
imposed by trade disruption. In the same way, a no-deal Brexit would also make it more 
difficult for SMEs to fund market diversification.  

From a consumer point of view, confidence surveys have shown consumers to be fearful 
about the future over recent months. We have seen this come through with significant 
reductions in the pace of purchases of some big-ticket items. New tariff and nontariff 
barriers and general capacity constraints in the transport and storage sectors would 
increase trade costs between Ireland and both the UK and the continent. This would likely 
be only partly offset by cheaper sterling imports. Consumers would also be likely to 
respond to any further depreciation in sterling by increasingly purchasing goods cross-
border. In the mid-1980s, when there were significant North-South price differentials and 
the UK was outside the Single Market, almost one-quarter of the alcoholic spirits consumed 
in this jurisdiction were purchased cross-border. Together, this would have a significant 
impact on the economy of regions most exposed to wider Brexit effects and those closest 
to the border. 

Trade, market access, and cashflow 

In a no-deal Brexit scenario, additional tariff and non-tariff costs would significantly impact 
the competitiveness of some industries when selling into the UK. Tariff costs would 
particularly impact the agri-food and beverages industry, whilst non-tariff barriers would 
be an impediment to trade for all companies. Additional paperwork, certification and 
delays in trade would gradually erode the efficiency of interlinked supply chains, both with 
the UK and through the land bridge to the continent. This would add extra costs at each 
step of production and distribution. The knock-on impact of non-tariff barriers would also 
likely increase capacity constraints in transport and distribution. This would result in higher 
transport and storage costs for all companies. The impact of this is already being seen with 
warehousing and storage costs increasing by almost 15% in the two years to Q1 2019. 
These issues would impact both importers and exporters. It is likely that in a no-deal 
scenario the impact of increasing trade costs and lower demand for goods and services 
would be felt quite quickly.  

One impact of any negative shock of this kind would be to make cashflow more difficult for 
all companies. For companies trading both domestically and with the UK, it is likely that 
business-to-business payment timelines would stretch significantly as firms seek to 
conserve their cash balances. A move from 30-day average payment timelines to even 40 
days would increase the cash needs of an SME by one-third. It is quite possible that 
payment timelines could stretch much further in the initial shock. Even where payment 
delays are kept to a minimum, any erosion of margins would make existing cashflow 
provision more difficult for firms. The recent introduction of the deferred accounting 
scheme for VAT on imports would help in this regard, but more could be done by ensuring 
better provision for invoice discounting, factoring, and other cashflow arrangements.  



 

 

Finally, many firms, particularly SMEs, do not have enough customs experience to deal with 
any new tariff and customs arrangements. What is more, the capacity of customs agents in 
Ireland, the UK and the broader EU is limited. This is a reality given the lower demand for 
these skills in the post-Single Market era. As it stands, only 31% of Irish exporters sell goods 
outside the EU. This leaves 69% of exporting firms with no experience of tariffs and 
customs arrangements. This could result in a serious disruption if close trading ties with the 
UK are not maintained over the coming years. It would also impose impossible costs on 
many SMEs. Even those who invest in training existing staff risk seeing them poached, as 
demand for customs skills increases dramatically. 

As part of their Brexit preparations, it is critical that companies register for an Economic 
Operators’ Registration and Identification (EORI) number. Companies need this number to 
trade with any non-EU country, which will include the UK after Brexit. As such, the run-rate 
of EORI registrations is a good indicator of how well-prepared companies are for Brexit. As 
it stands, take-up of the EORI has been disappointing. Feedback from our members also 
suggests that the firms most exposed to Brexit disruption are mostly smaller companies, 
with irregular UK trade. It is highly unlikely customs agents alone will be able to cover this 
volume of work on behalf of business. 

 

 

 


