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Ráiteas Tosaigh 

1. RÉAMHRÁ – Introduction  
Fáiltíonn Foras na Gaeilge roimh an deis tuairimí a léiriú i leith imeacht na Ríochta 

Aontaithe as an Aontas Eorpach.   

 

Foras na Gaeilge welcomes the opportunity to comment on the UK Departure 

from The EU.   

2. STAIR FHORAS NA GAEILGE – the history of Foras an Gaeilge  
Bunaíodh Foras na Gaeilge i Mí na Nollag 1999, an comhlacht atá freagrach as an 

nGaeilge a chur chun cinn ar fud oileán na hÉireann. I measc na bhfreagrachtaí atá ar 

Fhoras na Gaeilge, tá cur chun cinn labhairt agus scríobh na Gaeilge sa saol poiblí agus 

sa saol príobháideach i bPoblacht na hÉireann.  

 

Tá freagracht ar leith ar Fhoras na Gaeilge freisin tacú le hoideachas trí mheán na Gaeilge 

agus le múineadh na Gaeilge.  

 

Tá ról ag Foras na Gaeilge i dtaca le comhairle a chur ar lucht Rialtais, thuaidh agus 

theas.  

Foras na Gaeilge was established in December 1999 as the body responsible for 

the promotion of Irish throughout the island of Ireland. Among the 

responsibilities of Foras na Gaeilge are the facilitation and encouragement of the 

use of Irish in the Republic of Ireland  

 

Foras na Gaeilge also has a responsibility to support Irish-medium education and 

the teaching of Irish.  

Foras na Gaeilge has a role in respect of advising Governments, North and 

South, and public bodies and other groups in the private and voluntary sectors in 

all aspects related to the Irish language.  

 

3. FEIDHMEANNA REACHTÚLA FHORAS NA GAEILGE – Foras na 
Gaeilge’s statutory functions:  
De réir Chuid 5 den reachtaíocht faoinar bunaíodh Foras na Gaeilge, AN tACHT UM 

CHOMHAONTÚ NA BREATAINE-NA hÉIREANN, 1999, tá na feidhmeanna seo a 

leanas ag Foras na Gaeilge: 

 an Ghaeilge a chur chun cinn;  

 úsáid na Gaeilge a éascú agus a spreagadh sa chaint agus sa scríbhneoireacht, sa 

saol poiblí agus sa saol príobháideach, sa Deisceart agus, i gcomhthéacs Chuid III 

den Chairt Eorpach do Theangacha Réigiúnacha nó Mionlaigh, i dTuaisceart 

Éireann mar a mbeidh éileamh cuí ann; 

 comhairle a thabhairt don dá lucht riaracháin, do chomhlachtaí poiblí agus do 

ghrúpaí eile san earnáil phríobháideach agus dheonach; 

 tionscadail tacaíochta a ghabháil de láimh, agus cúnamh deontais a thabhairt do 

chomhlachtaí agus do ghrúpaí de réir mar a mheasfar is gá; 
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 taighde, feachtais tionscnaimh, agus caidreamh poiblí agus caidreamh leis na 

meáin, a ghabháil de láimh; 

 téarmaíocht agus foclóirí a fhorbairt; agus 

 tacú le hoideachas trí mheán na Gaeilge agus le múineadh na Gaeilge.   

According to Part 5 of the legislation under which Foras na Gaeilge was established, 

THE BRITISH-IRISH AGREEMENT ACT, 1999, Foras na Gaeilge has the following 

functions: 

 promotion of the Irish language; 

 facilitating and encouraging the use of Irish in speech and writing in 

public and private life in the South and, in the context of Part III of the 

European Charter for Regional or Minority Languages, in Northern 

Ireland where there is appropriate demand;  

 advising both administrations, public bodies and other groups in the 

private and voluntary sectors; 

 undertaking supportive projects, and grant-aiding bodies and groups as 

considered necessary; 

 undertaking research, promotional campaigns, and public and media 

relations; 

 developing terminology and dictionaries;  

 supporting Irish-medium education and the teaching of Irish. 

Tá Bord de 16 ag Foras na Gaeilge agus is é an Chomhairle Aireachta Thuaidh/Theas a 

cheapann na comhaltaí Boird.  

Foras na Gaeilge has a board of 16 appointed by the North South Ministerial 

Council.  

4. An Ghaeilge a chur chun cinn ar bhonn Uile-Éireann – 
promoting Irish on an all-Ireland basis 
Sna cúraimí atá leagtha ar Fhoras na Gaeilge de réir na reachtaíochta bunaidh, cuirmid 

riachtanais na Gaeilge ó thuaidh agus ó dheas sa áireamh.  

 

In adhering to its legislative functions Foras na Gaeilge takes account of the 

requirements of the Irish language north and south.   

 

 Tá réimse leathan scéimeanna maoinithe ag Foras na Gaeilge chun cúnamh a chur 

ar fáil don phobal an Ghaeilge a shealbhú agus a úsáid. Bíonn na scéimeanna sin 

ar fáil don phobal sa dá dhlínse. 

 Foras an Gaeilge has a wide range of funding schemes to assist the Irish-

language community to acquire and use Irish. These schemes are available to 

the community in both jurisdictions. 

 Tá roinnt bheag scéimeanna maoinithe nach mbíonn ar fáil ó dheas atá dírithe ar 

riachtanais ar leith ó thuaidh, mar atá Scéim Scoláireachtaí, agus Scéim na 

nOifigeach Gaeilge. 
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 There is a small number of schemes that are not available in the south 

targeting specific requirements in the north, such as our scholarships scheme 

and  the Irish Language Officers’ Scheme.  

 Faoinár scéimeanna irise agus nuachtán, cuimsíonn na conarthaí atá aontaithe le 

tuairisc.ie, Nós agus Comhar riachtanais an oileáin ar fad.   

 Under our News and Periodicals scheme, the contracts agreed tuairisc.ie, 

Nós and Comhar have an island-wide remit.  

 Faoi scéimeanna Chlár na Leabhar Gaeilge tugtar tacaíocht d’fhoilsitheoirí agus 

do scríbhneoirí sa dá dhlínse.  

 Under the Irish-language Books schemes publishers and writers are 

supported in both jurisdictions. 

 

Tá freagrachtaí ar Fhoras na Gaeilge i leith na foclóireachta agus na téarmaíochta 

(focloir.ie; teanglann.ie; tearma.ie, agus an Coiste Téarmaíochta), agus i gcomhlíonadh 

na bhfreagrachtaí sin cuirimid riachtanais na Gaeilge ó thuaidh, ó dheas agus sna 

hInstitiúidí Eorpacha san áireamh.  

Foras na Gaeilge has responsibility for lexicography and terminology (focloir.ie; 

teanglann.ie; tearma.ie, and the Terminology Committee), incorporating the 

Irish-language needs of the whole island and the EU institutions. 

Tá cúraimí ar Fhoras na Gaeilge i leith foilsiú téacsleabhar don dá chóras oideachais ar an 

oileán, agus déantar iarracht a chinntiú go mbíonn an soláthar ón nGúm agus ón 

Áisaonad Lán-Ghaeilge curtha in oiriúint do scoileanna ar fud an oileáin. 

  

Forsa an Geigle is responsible for publishing textbooks for the two education 

systems on the island and every attempt is made to ensure that provision made by 

An Gum and An tÁisaonad Lán-Ghaeilge are adapted for schools throughout the 

island.  
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FTA Ireland is a not-for-profit membership trade association for the Irish freight, passenger and logistics 
industries. We are wholly owned and governed by our members, and will act solely in advancing their 
best interests. FTA Ireland covers all aspects of private and public freight transport, passenger transport 
and logistics supply chain, including road, rail, sea and air. FTAI represents some of the largest freight 
and passenger operators in Ireland, with more than 25,000 employees and 10,000 vehicles operating 
between them. 
 

FTAI Contact details: 
FTA Ireland - Unit 1, Airport Business Park, Cloghran, Co Dublin – http://www.ftai.ie/ 
Aidan Flynn, General Manager: aflynn@ftai.ie / +353 1844 7516  
 

 

The UK: a key commercial partner for Ireland 
 

No other country in the EU is as reliant on the UK as Ireland – both as a trade partner, and for access to 
the wider EU market, through the UK land-bridge. 
  
The UK is Ireland’s second biggest market after the US:  

 12.8% or almost €15 Billion of Irish exports went to the UK in 20161  

 The UK purchases 50% of Ireland’s beef exports, 42% of Ireland’s food and drink exports and 55% 
of Ireland’s timber and construction sectors’ exports2. 

 
Ireland is also heavily reliant on UK products: most goods imported by Ireland in 2016 came from the UK 
(€16,6 Billion)3. 
 

Transportation options to and from continental Europe 
 

Transportation options to and from continental Europe are limited: 

 Air: air freight is primarily used for high value goods and currently accounts for 5% of the total 
volume and 35% of the value of goods moved into and out of Ireland. Capacity is limited and the 
Dublin-Heathrow air link is the busiest in Europe. 

 Sea: expansion opportunities to continental Europe are limited. Crossings by sea take time, making 
this option less competitive than the UK land-bridge, the frequency of services is limited and ports 
face space constraints.   

 Land-bridge through Great Britain: this is currently the main point of access to the rest of the EU, 
as well as the most efficient route from a financial and time-competitiveness point of view. 
Typically, trucks will cross by ferry to Holyhead and go to Dover where they will take a ferry or use 
Eurotunnel facilities to cross to Calais.   

 
 

                                                 
1 Source: Central Statistics Office, Trade statistics, December 2016 - 
http://www.cso.ie/en/media/csoie/releasespublications/documents/externaltrade/2016/trade_dec2016.pdf   
2 Statistics for 2013 – Source: Joint Economic Study – ‘Evaluating the value of the economic relationship between the United 
Kingdom and Ireland’ 2013, UK ONS, Tourism Ireland, IDA, Enterprise Ireland, Bord Bia, VisitBritain 
3 Source: Central Statistics Office, Trade statistics, December 2016 - 
http://www.cso.ie/en/media/csoie/releasespublications/documents/externaltrade/2016/trade_dec2016.pdf 

http://www.ftai.ie/
mailto:aflynn@ftai.ie
http://www.ftai.ie/-
mailto:aflynn@ftai.ie
http://www.cso.ie/en/media/csoie/releasespublications/documents/externaltrade/2016/trade_dec2016.pdf
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Ten recommendations for a smooth Brexit 
 

Priority 1: No hard border with Northern Ireland & no barriers to trade with the UK 
 

Recommendation 1: Avoid checks at the border 
The unique level of interdependence between the Republic of Ireland and Northern Ireland is particularly 
acute in the field of manufacturing and logistics. Production processes and supply chains are highly 
integrated, with many businesses operating on an island of Ireland basis and many products being partly 
produced and processed on one side of the border before being sold on the other.  
 

Customers and businesses have grown accustomed to the flexibility brought by the current arrangements. 
Bringing back the borders of the past would create unnecessary delays and disturb supply chains. A hard 
border would also create difficulties for Irish businesses located in Donegal and Sligo, considering that the 
best route to reach the port of Dublin for them is to go through UK territory.   
 

It is essential that both negotiating teams find solutions that will work for all parties and which will not 
cause undue delays and disturbance to trade and supply chains on the island of Ireland. An all-island of 
Ireland approach needs to be taken during the negotiations.  
 
Recommendation 2: Preserve the Common Travel Area 
The Common Travel Area is an open borders area comprising Ireland, the United Kingdom, the Isle of Man 
and the Channel Islands. The internal borders of the Common Travel Area (CTA) are subject to minimal or 
non-existent border controls and can normally be crossed by British and Irish citizens with minimal 
identity documents, with certain exceptions. Irish nationals have a special status in UK law which is 
separate to and pre-dates the rights they have as EU citizens.  
 

The Common Travel Area needs to be protected during and after the Brexit negotiations, as additional 
immigration checks would create unnecessary delays and disruption to the movement of vehicles and 
workers between Ireland and the UK. 
 
Recommendation 3: Ensure that no tariffs or quotas are introduced for trade with the UK 
The UK and Ireland are important trade partners: the UK is Ireland’s second market after the US, and 
Ireland imports more products from the UK than any other market. Falling back on WTO rules for trade 
with the UK – which is the default option if no trade deal can be negotiated and no suitable transition 
period is in place – would see the introduction of duties on Irish products sold on the UK market, and vice 
versa. For instance, the bound average tariffs registered by the EU for goods from most favoured nations 
are of 35.5% for dairy products and 19% for beverages.  
 

The UK Government has signalled that its aim is to establish the UK schedules in a way that replicates as 
far as possible its current position as an EU Member State. Considering how price sensitive manufacturing 
and food products can be, the imposition of tariffs would negatively impact trade between Ireland and 
the UK, and in turn, the Irish economy. Placing quotas on UK products in Ireland and vice versa would also 
have a detrimental impact on Ireland. 
 

No tariffs or quotas should be introduced for trade with the UK, and a solution must be found to avoid 
falling back on MFNs tariffs.    
 
Recommendation 4: Minimise the level of non-tariff barriers & avoid checks at ports and airports  
Non-tariff barriers, such as sanitary and phytosanitary measures, conformity assessments, pre-shipment 
inspections or formalities related to rules of origin, to name but a few, could have a detrimental impact 
on trade with the UK post-Brexit. All these obligations will come at a cost to industry, increase red tape 
and might force businesses who are currently not equipped to deal with such complex procedures to 
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increase their resources or source external help to be able to cope with these new obligations. Likewise, 
Irish manufacturers and producers need to be confident that EU approvals for products and packaging 
will be recognised in the UK – and vice versa.  
 

Physical port infrastructure is constrained by lack of space in Ireland. However, if no preferential customs 
deal is agreed with the UK, most goods coming to and departing from the Port of Dublin, for instance, will 
require some forms of checks. The Port of Dublin estimates that it will require at least 3 hectares of land 
to deal with customs checks for traffic into and out of the UK post-Brexit if the UK opts out of the customs 
union and the single market, as indicated by the UK Government. There are 1 million roll-on roll-off 
movements per annum between Dublin and Holyhead, with 690,000 containers shipped each year: each 
ship landing will result in 4 km of tailbacks if stopped at customs checks. Similar issues will be faced in 
Dover, a port heavily used by Irish operators and exporters to reach continental Europe.   
   

Non-tariff barriers should be reduced as much as possible through an ambitious free trade agreement 
with the UK. Formalities should be kept to a minimum, and controls should take place away from the 
ports and airports, whenever possible. The impact and extent of controls should be minimised through 
greater prioritisation of controls and the use of smart technologies. Mutual product recognition 
between the EU and the UK should also be guaranteed post-Brexit.    
 

Priority 2: Seamless transport links between Ireland and the UK 
 

Recommendation 5: Protect access to the UK road transport market for Irish operators 
Transport & logistics companies often operate on an island of Ireland basis, and many Irish road transport 
companies have operations in Northern Ireland4. Going through Northern Ireland is often unavoidable 
due to the high level of interconnection of supply chains across the border, and is sometimes the most 
efficient route to link North-Western regions of Ireland with Dublin. Many Irish companies will perform 
cabotage operations on the way, to improve the usage of their fleet and avoid empty runs. This level of 
flexibility needs to be retained post-Brexit.    
 

Most trade movements between the EU and Ireland also transit through the UK to reach the continent. 
This is by far the most efficient route to continental Europe today. This land-bridge needs to be protected, 
and Irish hauliers going through UK territory to access the EU should benefit from fast-track access to 
avoid unnecessary delays at the borders. Access to the UK road transport market should not be contingent 
on a limited number of permits. 
 

Ireland needs efficient and flexible road transport links to Northern Ireland and Great Britain, as well as 
an efficient land-bridge to continental Europe. Solutions should be found to preserve the seamless & 
flexible aspects of these transportation links, without the constraints of permits or cabotage 
restrictions, and to ensure that delays and red tape are kept to a minimum.  
 
Recommendation 6: Ensure mutual recognition of documents, qualifications & licenses  
Transport documents, drivers’ licenses and qualifications, as well as operator licenses are recognised on 
both sides of the border and most road transport rules are aligned north and south of the border. The 
Irish Road Transport Act 2016 has also introduced mutual recognition of driving disqualifications between 
Ireland and the UK. This has allowed many companies to organise their operations on an island of Ireland 
basis and needs to continue post-Brexit.  
 

Mutual recognition of transport documents, qualifications and licenses for road transport operators 
should continue post-Brexit to limit disruptions to road transport and logistics operations.   
   

                                                 
4 This is the case for 46% of FTAI members according to a recent FTAI survey 
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Recommendation 7: Guarantee fair treatment to Irish transport companies in the UK post-Brexit  
There needs to be mechanisms in place as part of the new arrangements to ensure that all companies can 
operate on the UK market on an equal footing regardless of their country of origin, and that any disputes 
can be arbitrated in an efficient way. A close dialogue will need to take place with UK authorities to ensure 
that Irish & other European operators get treated in a fair way and that future accreditation schemes 
remain accessible to all companies that fulfil requested criteria. 
 

Post-Brexit, it is important to ensure that all companies get treated in a fair way by authorities, 
regardless of their country of origin. The future agreement with the UK needs to contain provisions on 
arbitration in case of disputes.          
 

Priority 3: A seamless transition to the post-Brexit era 
  

Recommendation 8 – Avoid creating a cliff edge & provide as much clarity as possible to businesses   
Political uncertainty has a negative impact on business operations – not least because of currency 
fluctuations. A sustained period of uncertainty must therefore be avoided to allow businesses to plan 
ahead and investments to be made. Negotiators should address the issue of the future relationship with 
the UK as early as possible in the negotiations, with a specific focus on Ireland. 
 

No deal at the point of exit, with the obligation to fall back on WTO rules, would be the worst-case scenario 
for businesses, especially if changes take place with very limited or no advanced notice. If a new trade 
deal cannot be concluded on the day of Brexit, which is likely, negotiating teams should agree a sufficient 
transition period between the point of exit and the entry into force of the new agreement to limit 
disruptions to trade as much as possible. 
 

Avoiding a cliff edge for businesses should be the priority of negotiators on both sides of the border. The 
future relationship with the UK should be discussed as early as possible in the negotiation, with a 
transition phase to bridge the gap between Brexit and the entry into force of the new agreement.   
         
Recommendation 9 – Allow enough time for a smooth adaption to new rules & processes 
Once a new free trade agreement has been adopted, businesses will need a period of phased 
implementation to adapt to new rules. Public authorities will also need time to adapt to new 
arrangements for a seamless transition. Practical solutions should be devised in close cooperation with 
industry to ensure that the flow of goods is not hindered. This will be particularly important for Ireland, 
considering the high volume of trade with the UK. Ports should also have enough time and resources to 
find solutions to overcome their inherent lack of space and adapt their infrastructure. 
 

Negotiators need to agree a phased implementation of new rules to allow businesses, authorities and 
entities responsible for critical infrastructure, such as ports, to adapt to new arrangements post-Brexit. 
 
Recommendation 10 – Provide training & support to industry 
Trading and operating across borders as part of the single market is almost as easy as trading and 
operating domestically. Many businesses have built their supply chains and operations around this and 
will need support to adapt to a more complex environment. This is particularly true for small and medium 
size businesses, many of which have no experience of trading with or operating in third countries. Many 
of these smaller businesses will be part of bigger supply chains, either as part of the production process, 
or as part of the logistics chain.  
  

Industry will need clear and simple processes, but also time and support to train its workforce. 
Dedicated help should be provided to businesses that have less experience of international trade and 
operations – especially SMEs.  



Safeguarding 
business, jobs 
and trade

Brexit –  
the challenge 
for the food 
and drink 
sector



Contents
Foreword  01
Executive Summary  02
1. Introduction  04
2. Why the current weakening of Sterling against the Euro is  

more problematic for Irish exporters now than in the past  05
3. Economic analysis  07
4. Market impact and business implications  17
5. A new trading relationship  20
6. Recommendations: an immediate Brexit response package  21



Ireland’s largest manufacturing sector is facing 
a set of unprecedented challenges following the 
UK vote to leave the EU. Over the longer term the 
entire basis of our trading relationship with our 
most important export market will be renegotiated. 
Immediately however, we face a currency shock 
that is structural rather than cyclical. Urgent action 
is now required to protect our vital exports to the 
UK market, limit damage in the domestic market 
from imports and address competitive pressures 
arising from the decline of Sterling. Action and 
significant measures are needed now to avoid 
the undermining of Irish food exporters’ preferred 
supplier position in the UK food and drinks supply 
chain and the erosion of our €4.4 billion export 
business. Failure to do so will severely damage our 
exports, result in substantial job losses and weaken 
our trading position in the post-Brexit environment.

Brexit – the challenge for the food and drink sector

Foreword
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Whilst the outcome of exit negotiations between the EU 
and UK will potentially have a huge impact on our trading 
relationship with the UK and the fundamental basis of our 
export model and domestic market, the sector already 
faces one major challenge – a large and rapid weakening 
of Sterling with a significant further weakening of the pound 
against the Euro in prospect.

This report outlines the severe impact on exports and jobs 
that this currency shift will have on a UK focused export 
sector like food and drink. The current change in currency 
value is structural not cyclical and there have also been 
many fundamental changes to the economic and business 
environment domestically and in the UK which make  
this very different to previous Sterling weaknesses.  
These include:

n	 Brexit means that the current Sterling weakness is 
different from the normal exchange rate cycle and 
things could get much worse; 

n	 Limited capacity for Irish exporters to drive further 
efficiencies in their businesses;

n	 Total export values to the UK have grown strongly in 
recent years, so losses could be greater; 

n	 Pricing strategy of UK retailers in a deflationary 
environment for food;

n	 Impact on supply chain policies of UK retailers and 
food services sector on food and drinks companies;

n	 Market renationalisation – domestic sourcing policies 
growing across Europe;

n	 Much more competitive retail food sector in UK – 
hard discounters have doubled market share to 10%;

n	 Risk of loss of domestic market share – retailers have 
supply chains in place to do this;

n	 Complication of operations and administration for all 
island food and drinks businesses.

Ibec’s Brexit survey of more than 450 companies found 
that food and drink companies were much more worried 
than other business sectors about the downside risks 
brought about by Brexit despite twice as many having 
hedging or pricing arrangements in place.

An analysis of the historical exchange rate and agri-food 
export relationship shows that a 1% weakness in Sterling 
results in a 0.7% drop in Irish exports to the UK. If Sterling 
was to weaken further towards the £0.90 mark, this would 
translate to losses of over €700 million in food exports and 
about 7,500 Irish jobs.

A structural shift in exchange rate relationship, combined 
with Brexit related trade risks means that UK buyers are 
planning significant supply chain restructuring – the real 
threat is a loss of confidence in Ireland as a competitive 
supply base resulting in loss of markets and exports.

The UK vote to leave the EU is the largest and most 
immediate challenge facing the Irish agri-food sector.  
The UK is our largest trading partner for food and drink. 
41% of food and drink exports go to the UK (€4.4bn) and 
Ireland is the UK’s second largest supplier of food and drink. 

Executive 
summary

Brexit – the challenge for the food and drink sector2



The Irish agri-food model is dependent on stability in 
currency exchange rates. But it is also dependent on a cost-
competitive manufacturing environment, access to finance, 
access to export markets and a state support network.

There are two areas in particular where Irish companies 
are at a significant competitive disadvantage to their 
UK counterparts – labour costs and capital costs. Past 
research has shown these are also the major costs items 
for manufacturing business. As a result Ireland already 
has significant cost disadvantages from both an Opex and 
Capex point of view for food and drinks companies when 
compared with the UK.

The market impact will be felt not just in reduced exports 
to the UK but also the overall growth and export targets of 
Food Wise 2025. It will cause damage domestically where 
imports (and cross border trading) will displace indigenous 
products and in other export markets where UK food 
exports are competing with Irish exports – continental 
European and international markets.

The exit negotiations between the EU and the UK will have 
major implications for our trading relationship with the UK. 
The main objective must be to maintain full unfettered 
access to the UK market. In addition UK access to the 
EU single market is much more preferable to UK bi-lateral 
agreements with third countries.

In the short term however, the Government’s objective 
must be to put in place mitigating measures to help 
companies manage their businesses and safeguard farmer 
incomes through the ongoing uncertainty caused by the 
currency shift and the exit negotiations. The focus must 
be on maintaining markets in the UK, developing other 
markets as well as ensuring that in the domestic market, 
companies remain competitive against imports and the 
threat of cross-border shopping. Issues related to specific 
problems faced for example with regard to 32 county 
Geographical Indication’s also need to be considered. 

This requires an immediate Brexit response package  
that includes:

n	 A review of the impact of Brexit on the objectives 
contained in the national agri-food strategy, Food 
Wise 2025;

n	 A Government established taskforce led by the 
Department of the Taoiseach to engage with the food 
and drink sector on the implementing immediate 
measures that will safeguard today’s business and 
trade flows in the face of this major challenge to our 
competitive position;

n	 The re-introduction of the Employment Subsidy 
Scheme and the Enterprise Stabilisation measures 
which were last applied in 2009-11;

n	 €25m in funding for market diversification and 
product innovation measures;

n	 An access to finance package that includes 
sustainable financing via funding from the Irish 
Strategic Investment Fund and improved State  
Aid rules;

n	 An intense ongoing focus on cost competitiveness 
led by the Department of Jobs, Enterprise and 
Innovation in areas such as labour, energy  
and insurance;

n	 A fully ‘Brexit-proofed’ Budget which will address  
tax competitiveness against the UK.

“ The real threat is a loss of confidence in Ireland as a 
competitive supply base resulting in loss of markets  
and exports.”

3Brexit – the challenge for the food and drink sector



01
Whilst the sector faces many challenges in reaching this 
target, the most immediate however is the UK vote to 
leave the EU. The UK is our largest trading partner for food 
and drink. Ireland is the UK’s second largest supplier of 
food and drink. 41% of food and drink exports go to the 
UK (€4.4bn). This includes:

n	 70% of prepared consumer foods (PCF) exports;

n	 56% of total meat exports;

n	 30% of dairy exports (including 60%  
of cheese exports);

n	 32% of alcohol exports.

The outcome of exit negotiations between the EU and 
UK will potentially have huge market access issues with 
associated trade and regulatory implications. Many of 
these cannot yet be foreseen. However the sector already 
faces one major challenge – a large and rapid weakening 
of Sterling with a significant further weakening of the pound 
against the Euro in prospect. This differs from previous 
currency shifts being structural rather than cyclical. 

The analysis undertaken by the Ibec Economic Unit and 
detailed in this report clearly indicates the severe impact 
on exports and jobs that this currency shift will have on a 
UK focused export sector like food and drinks. The report 
looks at the following:

n	 Why the current weakening of Sterling against  
the Euro is more problematic for Irish exporters  
now than in the past;

n	 Economic analysis
• Margin and pricing pressures 
• Exchange rate impacts of food and drinks exports
• Business cost comparisons;

n	 Market impact and business implications
• UK market
• Displacement by imports
• Other export markets
• Cross border shopping;

n	 A new trading relationship;

n	 Recommendations.

Food and drink is Ireland’s largest indigenous sector with 
230,000 linked jobs has seen exports grow by over 50% 
since 2009 to reach €10.8 billion in 2015. The sector’s 
continuing ambition is reflected in the €19 billion export 
target in Food Wise 2025.

“ Urgent action is now required to protect our vital UK 
exports. Failure to do so will severely damage our exports, 
result in substantial job losses and weaken our trading 
position in the post Brexit environment.”

Introduction

Brexit – the challenge for the food and drink sector4
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Currency risk is a factor that Irish food and drink 
exporters have had to deal with for our nearest and 
largest market for a number of decades. However 
the rapid and recent change in currency value is 
different and more serious than that experienced 
during the major depreciation of Sterling in the  
late 2000s. The current change is structural not 
cyclical. There are also many fundamental changes 
to the economic and business environment.  
These differences are outlined overleaf.

Why the current 
weakening of 
Sterling against 
the Euro is more 
problematic for 
Irish exporters now 
than in the past

5Brexit – the challenge for the food and drink sector



2010 2016

Brexit means 
that the current 
Sterling weakness 
is different from the 
normal exchange 
rate cycle and 
things could get 
much worse 

Monetary policy cycle and economic issues 
in the UK and Eurozone were the main issues 
impacting on the exchange rate. 

Further weakening of Sterling is likely as 
the full economic consequences of Brexit 
become clearer.

Capacity for Irish 
exporters to drive 
efficiencies 

From the start of the great recession in 
2008, Irish manufacturers and in particular 
food processors implemented very effective 
productivity and change strategies through 
lean and other measures. This greatly 
improved the overall competitive position of 
Irish exporters. 

Following a number of years on intensive 
efficiency measures, capital deepening 
and business transformation, most food 
processors now have limited opportunities for 
further productivity gains. This means that the 
exchange rate movement cannot be offset 
through business efficiency improvements.

Total export values 
are higher, so 
losses could be 
greater

Food exports to the UK in 2010 were €3.4bn. Irish food exports to the UK in 2015 were 
€4.4 bn and the gains made since 2010 could 
easily be reversed, hence resulting in a greater 
overall negative impact for the economy.

Pricing strategy of 
UK retailers 

Currency and commodity related import food 
inflation in 2010 was passed through to UK 
consumers in the form of higher prices – UK 
retail food prices increased by over 5% in 2010.

UK retailers have already flagged that they 
will cut food prices in response to Brexit and 
are strongly refusing currency-related price 
increases of any level. UK retail food price 
inflation is currently negative. 

Impact on supply 
chain policies of UK 
retailers and food 
services sector 

No real long-term impact as UK buyers saw 
Sterling weakness as cyclical. 

Concerns about a more structural shift in 
exchange rate relationship, combined with 
Brexit related trade risks means that UK 
buyers are planning significant supply chain 
restructuring – a loss of confidence in Ireland as 
a competitive supply base will accelerate this.

Market 
Renationalisation

With the exception of beef, origin labelling 
was voluntary.

In UK and other EU states, there is a growing 
move by some retailers towards domestic 
sourcing policies for meat and dairy. Piloting of 
mandatory country of origin labelling for meat 
and dairy ingredients is starting in France and 
proposed in other states. It has the same 
objective of favouring domestic production.
Mandatory original labelling is also required 
by EU law for other meat products.

UK retail food and 
drinks sector now 
more competitive 

Market dominated by traditional big four 
retailers.

Strong growth by hard discounters who have 
doubled their market share to 10% at the 
expense of larger retailers.

Displacement 
by imports – the 
Prepared Consumer 
Foods example 

The depreciation of Sterling was the main 
trigger for a fundamental realignment of supply 
chains in the domestic grocery sector which 
saw PCF imports rise from €1.96bn in 2006 to 
€2.35bn in 2010 and to €2.75bn in 2012 – a 
period of decline in the overall grocery market.

The conditions have now been created 
in supply chains for this realignment to 
accelerate at the expense of domestic 
producers.

Analysis of business conditions 2016 V 2010
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03Economic 
analysis
3.1 Margin and pricing pressures  

have increased
Brexit has pushed the Euro/Sterling exchange rate which 
is key for Irish companies in the agri-food sector from 
an average of 0.73 in 2015 to 0.85 today. Most analysts 
expect that the Euro will continue to strengthen versus 
Sterling over the coming months and move toward 0.90. 
If the UK economy weakens over the coming years  
there is a growing possibility the exchange rate could 
reach parity. 

There are a number of ways in which the market for Irish 
food and drinks producers has changed since the last 
sustained period of similar exchange rates in 2010. In 
the first instance, margins in the Irish industry are much 
tighter than in 2010, in addition the potential to reduce 
costs in the industry is much more constrained with most 
companies having gone through significant restructuring 
during the last decade. 

In addition to the constraints on companies’ ability to 
internally adjust in the face of a weak Sterling their ability 
to pass through price in both of their main markets is now 
significantly weaker than in 2010. Since 2010 much of the 
food and drinks industry has seen a period of sustained 
growth in both volumes and turnover. This, however, 

has been built on much tighter operations and lower unit 
prices. Since 2010 volumes in the Irish food industry have 
grown by 46%; on the other hand turnover has grown 
by 27%. The gap signifies a significant tightening of unit 
prices on their 2010 levels. 

Figure 1: Industrial production in food indices (2010 Q1 = 100)
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Ibec Brexit Survey –  
food and drink more worried,  
even though better prepared

n	 Ibec’s Brexit survey of more than 450 companies found that food and 
drink companies were much more worried about the downside risks 
brought about by Brexit. 

n	Overall 45% of companies said that exchange rate movements would 
have a negative impact on their business but a much higher proportion 
(64%) of food and drink companies felt this. 

n	 In terms of exports, 42% of food and drink companies said Brexit would 
have a negative impact on the value of export sales, while only 26% of 
total companies said this. 

n	42% of food and drink companies said exchange rate volatility was their 
main challenge, compared to 22% of total firms. 

n	More food and drink companies had a hedging or pricing arrangement in 
place – 51.5% compared to 24% overall.

Irish food exporters in 2010 were selling into a market 
where rising food prices meant that exchange rate led 
margin erosion could be passed on to the consumer. In 
2010 average food prices in UK retail rose by 3% year-on-
year. Thus far in 2016 they have been falling by 3% on the 
previous year. As a result it is now impossible to pass on 

the increased exchange rate cost. This makes Irish goods 
less attractive relative to their peers in the UK market. 
An additional pressure point is that UK imports are also 
becoming cheaper, in a cost sensitive Irish environment, 
increasing the probability that major retail outlets will begin 
to source outside their Irish market.  

Figure 2: Food prices in Ireland and the UK
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3.2 Exchange rate impacts on demand 
for Irish food and drinks exports

In the coming years the Irish agri-food sector will be 
shadowed by a UK political decision which will have 
significant implications for Ireland and Europe over the 
medium to long term. Expectations of a slowdown 
have emerged in the UK as businesses and consumers 
re-evaluate their position. Early post-Brexit Purchasing 
Managers Index (PMI) and consumer data, although in 
no way comprehensive, has been sufficiently weak as to 
warrant concern. While this means that the outlook for 
Ireland in 2017 is now considerably more uncertain, it is 
still too early to tell what the full effect of Brexit will be, 
either domestically or internationally. 

This depends as much on the ability of the political 
system in the UK to engender confidence in consumers 
and business over the coming months as on any external 
factor. As of now, little has changed in the Ireland-
UK trading relationship at a fundamental level. In the 
immediate the major item of concern for Irish exporters 
is the deterioration of Sterling and the consequences for 
Irish export competitiveness in the UK market. 

Previous exchange rates
Although the level of volatility and uncertainty in Sterling 
is unprecedented it is worth looking at how Irish agri-food 
trade has reacted to past movements in the Euro/Sterling 
exchange rate. The challenge from a planning point of 
view is that the events over the coming years are likely 
to be ‘out of sample’ in a sense. This means forecasts 
of potential impacts must come with appropriate health 
warnings. Past relationships may provide some guide to 
the future but can only go so far.

Figure 3 looks at relationships between Euro/Sterling 
and Irish agri-food exports since the introduction of 
the Euro. It shows three distinct periods in the Euro/
Sterling relationship and its impact on the growth of Irish 
good exports. The most striking period is the consistent 
year-on-year fall in Irish food exports during the 2009-10 
period as a confluence of factors damaged UK consumer 
confidence and the Euro/Sterling exchange rate turned 
against Irish exports. 

Figure 3: Euro/Sterling exchange rate and annual growth  
in Irish agri-food exports, 2003-2016

Figure 4 shows in greater detail the increase in Euro/
Sterling between Sept 2008 and mid-2009 and its effect 
on Irish agri-food exports to the UK. Between September 
2008 and January 2009 in particular the Euro/Sterling 
exchange rate climbed by almost 15% while monthly Irish 

agri-food exports fell by 25%. It is worth noting that UK 
food retail sales fell by only 2.6% over the same period. 
Of course due to other factors it is difficult to say how 
much of a role the exchange rate played on its own. 
What is clear, however, is that role was significant. 
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The pace of change 

Another element to the problems facing Irish companies 
is the pace at which the Irish position versus Sterling 
has changed. Figure 5 is a proxy measure of the 'shock 
effect' of the referendum result. On only a handful of 
occasions since 1990 has the daily exchange rate (either 

in Euro or Sterling) between Ireland and the UK moved 
by more than 2.5% away from its moving average over 
the month previous. The two previous examples, in both 
1993 and 2009, signalled severe downturns in Irish food 
exports over the months to follow. 

Figure 4: Euro/Sterling exchange rate and annual growth  
in Irish agri-food exports, 2003-2016

Figure 5: Ireland/UK exchange rate – difference between daily rate  
and its monthly moving average
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Figure 6: Fitted values of Irish food exports to the UK  
and the Euro/Sterling exchange rate

When compared to the monthly averages the pace and 
scale of movement in the daily exchange rate since Brexit 
is on a scale which is comparable with Ireland’s currency 
crisis in 1992/3 and only marginally below the exchange 
rate shock which accompanied the financial crisis in 
2009. Given many companies have little or no hedging 
or pricing protection the pace of change poses serious 
challenges. The current exchange rate level, although high 
by historical standards, may not fully reflect the pain being 
felt by exporters.

Econometric estimates
In order to get a better idea of the relationship between 
Irish agri-food and drinks exports and exchange rates 
over the long term we have performed some econometric 
analyses. The results point to some major challenges 
facing Irish agri-food exporters in the months ahead. 

Firstly we performed a panel regression containing data 
on 12 of our largest export partners1 across 13 years 
from 2002 to 2015. These countries accounted for 79% 
of Irish food and drinks exports in 2015. We include 
other variables in our model such as GDP per capita, 
population, EU membership, presence of a common 
language and distance between capital cities along with 
the exchange rate. Various specifications of our model 
suggest that Irish food and drinks exports have a log-log 
elasticity of between -0.3 and -0.95 with the most robust 
specifications suggesting an elasticity of around -0.7. This 

means that on average a 1% increase in the strength of 
the Euro against a trading partner’s currency reduces Irish 
food exports to that country by 0.7%. 

This elasticity would imply that a move in the Euro/Sterling 
exchange rate from an annual average of 0.73 (avg. for 
2015) to the 0.9 last reached in 2009 would reduce Irish 
food and drinks exports by around 16% (€721 million). 
Given the agri-food sector has an employment intensity of 
around 10.5 per €1 million in output (Matthews et al, 2005) 
this would result in the loss of almost 7,500 jobs across 
the economy. This represents an immediate threat to the 
Irish food and drinks sector, even before any negotiation 
commences on the future longer term trading relationship 
with the UK post-Brexit.

Given a cost to Government of €20,000 for each job lost, 
the potential impact on the national exchequer of losing 
7,500 jobs will run to €150 million.

Of course, the relationship between exchange rates and 
exports may not be linear. The rate at which exports fall 
may accelerate above some tipping point for example. 
Anecdotal evidence from company feedback suggests 
the point of pain for Irish exporters in the UK is generally 
in the region of 0.80 Euro/Sterling or above. To examine 
this, taking 157 months of data since January 2003, we 
regress the Euro/Sterling exchange rate and its quadratic 
form (the rate squared) on the annual growth in Irish food 
exports to the UK. 

1. Those for whom a full series of exchange rate data is available – UK, France, Netherlands, Germany, Italy, US, Belgium, Spain, Hong Kong, Poland, 
Sweden and Denmark
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The results are displayed in Figure 6 – they indicate 
that the tipping point for Irish food and drinks exports is 
somewhere approaching a Euro/Sterling exchange rate 
of 0.8.  The growth rate of Irish agri-food exports to the 
UK begins to fall at an exchange rate level of around 0.8. 
Approaching 0.88 Irish agri-food exports to the UK begin 
to fall, with annual falls of around 17% predicted at parity 
in Euro/Sterling. Of course given this is only based on 
past data future impacts may vary from these values.  

A common trend is clear from each of these separate pieces 
of statistical work. Both our econometric results suggest 
that a move toward a Euro/Sterling exchange rate of 0.90 
from its 2015 level of 0.73 would see Irish agri-food exports 
to the UK decline substantially. They show that it is likely the 
growth of Irish food exports has already slowed somewhat 
and that further exchange rate movement beyond the 
current exchange rate (0.85 average in August) will put us 
above the inflection point for Irish agri-food exports to the 
UK. Furthermore given the export intensity of the sector 
it is likely that there will be substantial impacts for both 
employment and household income in predominantly rural 
communities as a result of the relative weakened Sterling. 

“ Analysis of the historical exchange rate and agri-food 
export relationship shows that a 1% weakness in Sterling 
results in a 0.7% drop in Irish exports to the UK. If Sterling 
was to weaken further towards the £0.90 mark, this would 
translate to losses of over €700 million in food exports  
and about 7,500 Irish jobs.”

Brexit – the challenge for the food and drink sector12



3.3 Business cost comparisons

There are two areas in particular where Irish companies 
are at a significant competitive disadvantage to their 
UK counterparts – labour costs and capital costs. Past 
research has shown these are also the major costs 
items for manufacturing business. As a result Ireland 
already has significant cost disadvantages from both an 
Opex and Capex point of view for food companies when 
compared with the UK.

Labour costs
On the back of the circumstances outlined above control 
over costs is more important than ever. KPMG data 
quoted by the National Competitiveness Council in their 
recent report on the cost of doing business in Ireland 
showed that typically labour costs (including income tax) 
can constitute between 49% and 72% of business costs 
in manufacturing. In this context the existing labour cost 
differential between Ireland and the UK will put Irish firms 
at a further cost disadvantage when competing in the UK 
market post-Brexit. 

The National Competitiveness Council in  
the Costs of Doing Business in Ireland 2016 
report 2 found that: 

n	The EU is among the most expensive locations for electricity and 
gas globally, and within the EU, Ireland is one of the most expensive 
countries for electricity for both large and small users – it is the 5th most 
expensive location in the Euro area 17 for large electricity users;

n	The cost of credit continues to act as a drag on the 
enterprise sector, inhibiting investment and growth, 
particularly amongst start-ups and SMEs;

n	 In November 2015, the interest rate in Ireland on loans 
of up to €0.25 million was more than 80% above the 
Euro area average rate for new business; the rate on 
loans of up to €1 million was more than 60% more 
expensive in Ireland;

n	Furthermore, Irish interest rates for commercial loans 
have been noticeably more volatile than Euro area 
rates. Irish and Euro area interest rates diverged 
further in 2014 and 2015;

n	 Ireland remains an expensive location in which 
to do business with a price profile which can be 
described as “high cost, rising slowly”.

2. http://www.competitiveness.ie/Publications/2016/Costs%20of%20Doing%20Business%20in%20Ireland%202016.html 

 

 

Costs of Doing Business in 
Ireland 2016  

April 2016  
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Services Manufacturing

Labour & Benefits 72-86% 40-57%

Of which: Salaries & Wages 52-61% 28-40%

Statutory Plans 8-10% 5-7%

Other Benefits 12-14% 7-10%

Facility Costs 4-15% 2-5%

Transportation Costs – 6-21%

Utility Costs 0-1% 2-7%

Capital Costs 0-8% 11-25%

Taxes 3-16% 10-18%

Of which: Income Taxes 10-15% 9-15%

Property Taxes 1-2% 1-2%

Other Taxes 0-1% 0-1%

Table 1: Relative Significance of Location Sensitive Costs  
(% of total location sensitive costs), 2016

For small trading companies in Ireland Brexit would have 
a number of effects including regulatory divergence with 
a main trade market, cost competitiveness and product 
sourcing issues, energy cost increases and possibly 
reductions in trade between Ireland and the UK. In 

addition to this, if Euro/Sterling moved to parity, as many 
commentators are predicting, this would leave the wage 
floor for Irish exporting firms at 29% higher in Sterling than 
its UK equivalent. 

When it comes to manufacturing wages Ireland there are 
at current exchange rates about £6 per hour higher than 
their UK counterparts. At a 90c exchange rate this would 
increase to £7.50. Wages in the Irish food manufacturing 
sector are the 6th highest in the EU and €5 per hour (14%) 
ahead of their UK counterparts (latest data 2012). A similar 

difference exists for overall personnel costs (13.7%) once 
social security costs are included. Given these differentials 
there is no doubt that Ireland is a very high cost location for 
the majority of food and drinks manufacturing companies 
and much higher than their UK counterparts.

Source: KPMG Competitive Alternatives 2016, National Competitiveness Council

Figure 7: Irish minimum wage and UK living wage in Sterling
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Insurance costs
The rising cost of personal injury claims as a result of 
excessive judicial awards and a litigation culture is putting 
pressure on insurance premiums. A recently published 
report from Ibec3 found that average employer liability (EL) 
insurance premiums in 2015 for firms in the manufacturing 
sector were 1.6% of payroll. The report also found that 
across a range of minor injuries, Irish compensation 
guidelines are typically double that of the UK – and Irish 
court judgements are often far higher than the guidelines. 
This is reflected in the report which found that the average 
annual cost of EL insurance (expressed as a proportion 
of payroll) rising by 5% in 2012, remaining static for the 
following two years, and then rising by a further 7% in 2015. 

Capital costs
The second largest cost item for many manufacturing 
businesses is the cost of capital. This can take up between 
11 and 25% of a company’s total cost base. Central Bank 
research (2016) has shown that adjusting for company 
specific variables such as turnover size and change, sector, 
age and numbers employed that Irish companies paid a 
significant interest rate premium when compared to similar 
companies in most other EU countries

“ There is no doubt that Ireland is a very high cost location 
for the majority of food and drinks manufacturing 
companies and much higher than their UK counterparts.”

Figure 8: Average wage and personnel costs per FTE in EU food manufacturing  

3. http://www.ibec.ie/IBEC/DFB.nsf/vPages/Occupational_Health_and_Safety~News~ibec-personal-injury-claims-report-july-2016-22-07-
2016!OpenDocument&SK=T&Click=#.V7n9LvkwjIU
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Figure 9: Country specific interest rate premium once company-specific  
issues removed (relative to Ireland)

Compared to their UK counterparts Irish firms paid an 
interest rate premium of over 1% once other factors has 
been adjusted for adding significantly to their cost of capital 
and expansion costs within the Irish market. 
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04Market impact 
and business 
implications
4.1 UK market
As our analysis of the historical exchange rate and agri-
food export relationship shows that a 1% weakness in 
Sterling results in a 0.7% drop in Irish exports to the UK. 
If Sterling was to weaken further towards the £0.90 mark, 
this would translate to losses of over €700 million in food 
exports and about 7,500 Irish jobs in that sector alone. 
The analysis has also determined that the structural and 
fundamental changes to the economic and business 
environment, within the Irish food industry and within 
the UK market, mean that a weakened Sterling is more 
problematic for exporters now than it was in the past. 
Key issues include:

n	 A structural shift in exchange rate relationship, 
combined with Brexit related trade risks means that 
UK buyers are planning significant supply chain 
restructuring – the real threat is a loss of confidence 
in Ireland as a competitive supply base resulting in 
loss of markets and exports;

n	 €4.4bn of trade to the UK is threatened including the 
€1bn growth in exports in recent years. This volume 
growth was hard won in the highly competitive 
UK market through a combination of process and 
product innovation and improved competitiveness 
and now has the potential to be reversed;

n	 Exporters trying to respond to Sterling losses, need 
assistance from Government, as currency costs 
cannot be passed through to customers due to 
the structural and fundamental changes in the UK 
economic and business environment.

“ Currency impacts are felt not just in export markets, but by 
displacement by imports in the domestic market as well.”
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The Prepared Consumer Foods (PCF) Sector has a domestic market that is 
almost as large as its export market. As a result currency impacts are felt not 
just in export markets but by displacement by imports in the domestic market 
as well.

This is illustrated by the performance of the PCF sector over the period 
2006 – 2013 during which imports grew from just under €2bn to €2.85bn. 
PCF imports now have a 60% market share of the domestic market. Much of 
market share growth was initially achieved during the 2007-2009 period when 
Sterling depreciated. PCF exports suffered and it is clear that domestic PCF 
sales suffered in the face of displacement by cheaper imports. 

Of even greater concern is that PCF import growth accelerated post 2009 as a 
result of structural shifts in supply chains that were given impetus by the initial 
currency shift.

4.2 Displacement by imports –  
the experience of prepared 
consumer foods

Figure 10: Imports v Exports (PCF)
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4.3 Other Export Markets

4.4 Cross border shopping

Apart from the direct impact of the weakening Euro/
Sterling exchange rate on reciprocal trade flows between 
Ireland and the UK, the weaker Sterling has a secondary 
impact where UK food exports are competing with 
Irish exports in continental European markets. UK food 
exports into Eurozone countries have had a significant 
boost in competitiveness as Sterling weakens. An 
example of this is Irish lamb exports to France and 
other northern European markets which have suffered 

in recent months from an increasingly competitive UK 
offering as Sterling progressively weakens. Similarly 
Irish whiskey competing in continental European and 
international markets will face an increasingly competitive 
Scottish whisky offering. In addition, reduced exports to 
the UK would further reduce competitiveness in a wider 
Eurozone context through lower capacity utilisation in 
Irish factories – resulting in further market erosion.

A weakened Sterling also presents the threat of an 
increase in cross border shopping. In 2009 a report was 
prepared for the Minister for Finance by the Office of the 
Revenue Commissioners and the Central Statistics Office 
on the implications of cross border shopping for the Irish 
Exchequer. It estimated the potential loss in Exchequer 
revenues due to cross-border shopping arising from 

reduced VAT and excise yields in 2008 at between 
€58m and €90m. It also tentatively estimated a possible 
corporation tax revenue loss in the range of €15m to 
€24m. This reflected the negative impact on businesses 
such as food and drinks companies and grocery retailers 
due to decreased consumer transactions south of the 
border with resulting job losses.
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05A new trading 
relationship
The exit negotiations between the EU and the UK will 
have major implications for the Irish agri-food sector. The 
UK market is by far our most important export market 
and is almost always the first export market for SME food 
and drinks producers. Ireland also competes with the UK 
in other EU and international markets. 

Irish agri-food is also in a unique position within the 
European Union with deeply entwined business and trade 
relations with the UK. The two way flow trade flow between 
Ireland and UK comprises raw materials, ingredients 
and finished products and takes place internally within 
companies as well as between businesses.

The main objective must be to maintain full unfettered 
access to the UK market. In addition UK access to  
the EU single market is much more preferable to UK  
bi-laterals with third countries.

Specific trade and regulatory issues that will need to be 
addressed include:

n	 Avoidance of tariffs or other import quota regimes;

n	 Avoidance of requirements for certification / 
customs which would introduce barriers and 
administrative costs;

n	 Addressing all-island ingredient sourcing and 
labelling issues; 

n	 Addressing all-island Geographical Indications;

n	 Minimising food regulation divergence.  
Over time this would be problematic and  
potentially become a non tariff barrier.
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06Recommendations: 
an immediate Brexit 
response package 

We acknowledge the existing Department of Agriculture 
Consultative Committee of Stakeholders on Brexit which 
will address the longer term post-Brexit elements of 
the trading relationship with the UK; however, a review 
should now be undertaken of the impact of the objectives 
contained in Food Wise 2025.

The Government should also establish a taskforce led by 
the Department of the Taoiseach to engage with the food 
and drink sector. The taskforce should comprise high level 
representatives from relevant Government departments and 
agencies as well as business leaders from across the food 
and drink sector. The remit of the taskforce should be to 
monitor the implementation of measures that will safeguard 
today’s business and trade flows in the face of this major 
challenge to our competitive position. 

Specific immediate measures should include:

1. Financial measures 
An enterprise stabilisation and employment support 
fund available to the worst affected firms, similar to the 
measures introduced following the 2008 crisis.  In the 
period 2009-11, the Irish Government supported Irish 
companies to the tune of €200m through the Employment 
Subsidy Scheme (€116m) and the Enterprise Stabilisation 
Fund (€80m). These now need to be re-established and 
supplemented by an employers PRSI exemption applying 
to new employees for a period of five years.

Access to sustainable long term finance via a €500m 
agri-food fund from the Irish Strategic Investment Fund to 
support plant renewal, expansion and the introduction of 
enabling technologies.

A concerted drive to secure exemptions to EU state aid 
restrictions to allow the Irish government to match grant 
aids for plant renewal expansion and the introduction of 
enabling technologies which will be available to UK-based 
manufacturers without EU state aid constraints after Brexit.

2. Markets – safeguarding,  
diversifying, developing
“In order to achieve the growth opportunities which are 
available to the Irish agri-food sector over the next ten 
years there needs to be a focus on market development 
underpinned by appropriate resources to prioritise market 
opportunities and the development and protection of 
Ireland’s credentials and systems of producing high 
quality, safe and sustainable food”.

Food Wise 2025

Food Wise 2025 identifies market development as one 
of the key strategic pillars to deliver growth. Brexit has 
put that aspiration into sharp focus with a fundamental 
challenge on the currency front and the likelihood post 
Brexit of a different trading relationship requiring greater 
efforts to maintain UK market share. 

To help the Irish food and drink industry manage these 
unprecedented challenges and safeguard farmer incomes, 
Government must urgently create the conditions to provide 
certainty to business in the new exchange rate environment 
so that it can maintain its most important export market.
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A market diversification and product innovation strategy  
is required which focusses particularly on maintaining  
UK market share, increasing exports to other EU  
and international markets and investing more in  
product development. 

Government should allocate €25m in Budget 2017 to 
support the following:

n	 Government departments must be provided  
with the necessary resources to support rapid 
market access;

n	 State agencies (Bord Bia and Enterprise Ireland) 
must be provided with the necessary resources 
to support market development – in-market 
intelligence; in-market promotion, and in market 
trade support in the UK and other markets;

n	 Enterprises must be provided with support  
through the state agencies for market  
development and investment in international  
sales and marketing in the UK and other markets. 
This should include support for placement of 
marketing executives in international markets by 
food and drink businesses;

n	 State supported trade financing should be examined 
as part of a wider ‘access to finance’ package.

3. Cost competitiveness
An intense ongoing focus on cost competitiveness in areas 
such as labour costs and the minimum wage, on policy 
decisions that would adversely impact energy costs and 
on insurance costs. The Department of Jobs, Enterprise 
and Innovation should establish and lead a taskforce, with 
industry participation to take specific responsibility for 
ensuring measures to improve cost competitiveness are 
implemented, specifically:

n	 An increase in the National Minimum Wage is not 
justifiable in the current economic environment and 
would only intensify cost pressures on businesses;

n	 Business energy costs should be reduced to the EU 
average and in addition policy decisions that impact 
on the scale of PSO levies should minimise the cost 
burden on industry. Further support can by given to 
food and drink businesses by excluding them from 
PSO levy costs;

n	 Measures to reduce the burden of personal injury 
claim cost as outlined in the Ibec insurance report 
(see Section 3.3).

4. Taxation 
A fully ‘Brexit-proofed’ Budget which will address tax 
competitiveness challenges against the UK and facilitate 
Ireland to take advantage of any FDI opportunities which 
will arise. See www.ibec.ie/0/budget2017 for full details.
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Ibec Head Office 
84/86 Lower Baggot Street, Dublin 2 

T: + 353 1 605 1500, E: membership@ibec.ie, W: www.ibec.ie/membership

Food and Drink Industry Ireland (FDII)
84/86 Lower Baggot Street    

Dublin 2  
T: + 353 (0)1 605 1500 

E: fdii@ibec.ie   
W: www.fdii.ie 
@fooddrink_irl

FDII is the main trade association for the food and drink industry in Ireland.  
It represents the interests of over 150 food, drink and non-food grocery manufacturers and suppliers.

FDII is committed to ensuring an environment exists that is conducive to the success and further growth of the food and drink industry in Ireland.

FDII provides leadership and direction on a number of key strategic issues, including the economic importance and reputation of the sector,  
competitiveness, innovation, trade, skills, regulation and general food chain policy.
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The UK vote to leave the EU is a fracture of the single market and it is the first time a country 

has left. The vote is also the largest and most immediate challenge facing the Irish agri-food 

and drink sector. The accession process for new members of the Union is structured and in 

a similar way, departure needs to be structured, take place over a period of years and 

affected economies and sectors supported. 

The principle underpinning EU state aids rules is that efficient operation of the single market 

is undermined by Government interventions except for clearly defined circumstances such 

as market failures. However Article 107 of the Treaty states that the Commission “may 

declare compatible with the common market aid ‘to remedy a serious disturbance in the 

economy of a Member State”. Brexit is not just a single market phenomenon. It is a fracture 

and thus a serious disturbance to the Irish economy…..hence a different approach required 

to remedy this disturbance. 

In Ireland the food and drink sector now faces a serious economic disturbance as a result of 

this fracture. A detailed analysis of the impact on the food and drink sector is undertaken in 

this report. What is clearly demonstrated by that analysis is the unique position and 

importance of the Irish food and drink sector in the overall Irish economy. In particular: 

 Extensive regional impact of the food and drink sector and economic weakness of 

those regions (when measured by GDP per capital (PPP)) 

 Majority of Irish economy expenditure in the Irish economy and high employment 

multiplier 

 Exclusive outlet for farmer/SME output and value addition and thus importance for 

farming incomes 

means that the fracture to the single market and its deep and unique impact on the food and 

drink sector in Ireland have an economy wide impact. 

Accordingly exceptional policy responses continue to be required and these should include a 

general block exemption for state aid supports for the Irish food and drink sector in order to 

maintain and sustain economic activity and jobs and the scope of the supports should not be 

restricted to SMEs. These state aid supports should be targeted as follows: 

 Enterprise Stabilisation – Short term measures to allow the Irish Government to 

introduce enterprise stabilisation measures 

 Investment in Competitiveness – Medium term measures to allow the Irish 

Government to introduce investment aids to support Irish food and drink companies 

invest in enabling technology, plant renewal and expansion, refinancing, market 

development and innovation to regain competitiveness following single market 

fracture 

 Diversification – Trade support measures including export trade financing and 

export credit guarantees to support the continued development of international export 

markets 

 

Introduction & Summary 



 

 

The UK vote on Brexit has pushed the Euro-Sterling exchange rate which is key for Irish 

companies in the agri-food and drink sector from an average of 0.73p in 2015 to a new level 

in the range of 0.90p. Most analysts expect that if the UK economy weakens over the 

coming years there is a growing possibility the exchange rate could reach parity. Currency 

risk is a factor that Irish food and drink exporters have had to deal with for our nearest and 

largest market for a number of decades. However the rapid and recent change in currency 

value is different and more serious than that experienced during the major depreciation of 

sterling in the late 2000s. The current change is structural not cyclical. There are also many 

fundamental changes to the economic and business environment. These are outlined in 

Appendix 1 and the net effect of all this is that revenue is down 25% across a range of 

products with no price inflation compensation and no ability to absorb it at processor level. 

Exposure of the Irish Agri-food sector 

The UK is our largest trading partner for food and drink. Ireland is the UK’s largest supplier 

of food and drink. 41% of food and drink exports go to the UK (€4.4bn). This includes: 

• 56% of total meat exports 

• 30% of dairy exports (including 60% of cheese exports) 

• 70% of prepared consumer foods (PCF) exports 

• 32% of alcohol exports (including almost 50% of beer and over 80% of cider) 

But the deeply entwined trading relationship is about more that exports. The aggregate 

transaction values between ROI and UK equate to €9bn. This comprises: 

 Exports to UK   €4.4bn 

 Imports from UK  €3.5bn 

 Cross border   €1bn plus 

 

On average 45 % of Irish Agrifood and drink output is traded/impacted by UK/Sterling. This 

compares with an EU average 9% (Agra Europe) 

Impact 

An analysis of the historical exchange rate and agri-food and drink export relationship shows 

that a 1% weakness in sterling results in a 0.7% drop in Irish exports to the UK. If sterling 

was to weaken further towards the £0.90 mark, this would translate to losses of over €700 

million in food exports and about 7,500 Irish jobs. The propensity for cross border shopping 

increases with weakening sterling causing a loss of revenue to the exchequer as consumers 

head North to purchase their shopping with the relative cost of alcohol (due to weak currency 

and high domestic excise on alcohol) in particular a key driver. 

Given the export intensity of the sector it is likely that there will be substantial impacts for 

both employment and household income in predominantly rural communities as a result of 

the relative weakened Sterling. 

Background  



This loss of jobs equates to a cost of €150 million/annum to the state in lost revenue and 

social welfare -doing nothing costs! 

The preference should be to use the money to support/keep jobs and enable industry to 

survive the transition. Time is needed to adjust to the new currency range /competitiveness 

challenge. 

In the short term the objective must be to put in place mitigating measures to help 

companies manage their businesses through the on-going uncertainty caused by the 

currency shift and the exit negotiations. The focus must be on maintaining markets in the 

UK, developing other markets as well as ensuring that in the domestic market, companies 

remain competitive against imports and the threat of cross-border shopping. 

An immediate Brexit Response 

Industry is focussed on improving cost competitiveness, maintaining existing markets and 

diversifying markets. 

Some of this is achievable through internal company measures and national policy 

responses including currency exposure, cost cutting, promotional supports and risk 

management. 

However state aid restrictions impact on the ability of the Irish states to address critical 

stabilisation support measures and strategic transformation initiatives. 

Enabling strategic supports 

The UK vote to leave the EU is a fracture of the single market and it is the first time a country 

has left. The vote is also the largest and most immediate challenge facing the Irish agri-food 

sector. 

The accession process for new members of the Union is structured and in a similar way, 

departure needs to be structured, take place over a period of years and affected economies 

and sectors supported. 

The principle underpinning EU state aids rules is that efficient operation of the single market 

is undermined by Government interventions except for clearly defined circumstances such 

as market failures. However Article 107 of the Treaty (Article 87 of the previous Treaty) 

states that the Commission “may declare compatible with the common market aid ‘to remedy 

a serious disturbance in the economy of a Member State”.  

Brexit is not just a single market phenomenon. It is a fracture and thus a serious disturbance 

to the Irish economy…..hence a different approach required to remedy this disturbance. 

  



 

 

The Irish food and drink sector occupies a unique position in the Irish economy. It’s €10.8bn 

of exports account for 10% of goods exports. However it accounts for half of the direct 

expenditure (payroll, Irish materials and Irish services) by the entire manufacturing sector in 

the Irish economy. This reflects the deep linkages of the sector to the wider economy with 

the sector having an output multiplier of 2.151. . In addition farmer SME /growth is the driver 

for the investment requirement of processors which are the gateway for agricultural products 

to value added markets. 

The principle of systemic importance of regional actors is acknowledged by the European 

Commission in its Communication Guidelines on State aid for rescuing and restructuring 

non-financial undertakings in difficulty where it notes “the exit of an undertaking with an 

important systemic role in a particular region or sector would have potential negative 

consequences”2 

This is particularly applicable when 80% of food and drink manufacturing employment is 

outside Dublin and a clear demonstration that regional economies across Ireland have a 

strong reliance on the sector. As we show later in this paper these regions in which the 

sector is primarily located are economically disadvantaged relative to the EU average 

Characteristics of the Irish food and drink sector 

The Irish food and drink sector is characterised as a high capital cost sector with relatively 

low margins over time .The primary processing sector for example in both meat and dairy 

processing would show a 1-2 % net margin over time (Census of Industrial Production – 

CSO). 

The main barrier to developing a higher margin sector stems from Irelands unique 

seasonality dependent production (high proportion of commodity products) and a very small 

domestic market relative to the scale of production by a multiple of about ten to one giving 

rise to an usually large dependence on exports- mainly commodity related products. This set 

of circumstances places the Irish food industry in category equivalent to New Zealand in 

terms of export dependence but burdened by an EU high cost of living and cost of 

production structure. 

This combination of high entry levels of capital investment and low returns requires medium 

to long term financing facilities that are currently not available in the Irish economy. This is 

exacerbated by overall lack of credit in the Irish economy (see next graph). This lack of 

suitable finance restricts both the capability of existing processors to expand production 

capacity and acts as a barrier to entry for new companies into the sector. 

                                                           
1
 Sharing the Harvest, FDII 2012 

2
 Communication from the Commission — Guidelines on State aid for rescuing and restructuring non-financial 

undertakings in difficulty; Article 44 (c)  

Irish food and drink and the wider Irish economy 

http://www.fdii.ie/Sectors/FDII/FDII.nsf/vPages/News_and_Events~Press_release_archive~fdii-says-that-the-right-policies-will-ensure-food-sector-will-deliver-%E2%82%AC12bn-exports-by-2020/$file/Sharing%20the%20Harvest.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A52014XC0731(01)
http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A52014XC0731(01)


 

The EU recognised this challenging environment ( in effect a market failure) in the past3 

through the provision of processing grants for both Annex 1 and non-annex 1 (processed) 

sectors of the Agri industry. 

Food and Drink Industry Ireland in this submission outlines the unique and very challenging 

circumstances that Ireland finds itself in at present. Moreover, by European standards, the 

food and drink sector is a disproportionately large part of the economy. Measures to facilitate 

the stimulation of growth in the food and drink sector, including state aid supports, will have 

a hugely beneficial effect on the wider economy. 

In addition to having a very significant linked employment and Irish economy expenditure 

function, the sector is also important in terms of food security, ensuring population nutrition, 

utilising the output of the agricultural sector and thus underpinning the wider rural economy. 

Its complex supply chain from farm to fork is both remarkably sensitive and resilient at the 

same time. Moreover as a result of the combination of innovation and cost competitiveness 

measures there is a greater capability in production/processing of value added materials. 

These typically fall outside the scope of agricultural products listed in Annex 1 of the Treaty 

and thus are not covered EC guidelines for state aid in the agriculture sector. 

As mentioned above the economic profile of the sector is different to other manufacturing 

sectors – it is a stable industry with significant growth potential but low margins aside from 

some of the strong drinks consumer brands. The net effect of this low long term return and 

high capital cost is that financing for investment and expansion purposes is not as readily 

available as for other sectors. This absence of commercial finance even in non-recessionary 

times has meant that over time specific state resourced banking facilities were created State 

support has less of a market distorting effect than would be the case where the state is 

competing with commercial finance providers   Thus in the case of food and drink, special 

                                                           
3
 European Agricultural Fund for Guidance and Guarantee (FEOGA) 



consideration needs to be given to the appropriateness of a general block exemption rather 

than simply relying on a completely horizontal approach to regional aid. 

Over the following pages this submission will highlight by means of an economic analysis a 

number of issues which are unique either to Ireland or to the food sector. If addressed 

through a general block exemption, economic activity and employment in the Irish economy 

can be maintained in the face of severe economic disruption. 

  



 

 

 

In this section we look at the economic case for State aid exemptions for the Irish food 

industry. These include: 

 

1. Irish food and drink exports are more exposed to the UK than any other European 

sector across a large number of categories 

2. The importance of the manufacturing sector for incomes in supplier sectors such as 

agriculture  

3. The industry is mainly based in regions which are weak by European comparison 

 

Industry exposure levels 

The exposure of Ireland’s agri-food and drink industry to Brexit is much greater than any 

other European country. In fact, it is over three times greater than that of any other EU15 

country and 11.7 percentage points higher than any other country in the EU28.  

Figure 1: UK % of food and drink exports, 2015

 

This differs across subsectors, the Irish Prepared Consumer Foods, Meat, Dairy and 

Beverage industries are particularly exposed. Within meat for example 71.5% of poultry 

exports go to the UK and 52% of beef.  

The Economic Case for State Aid Exemptions for the Irish food 

and drink industry  



Figure 2: UK % of exports by subsector
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When it comes to the dairy side 43.2% of exports go directly to the UK including 60% of 

cheese. Again, this is in the region of 5 times higher than the European average. For 

prepared consumer foods 70% go directly to the UK, over six times the European average 

Within alcoholic beverages beer with almost 50% of exports going to the UK and cider at 

over 80% of exports are particularly exposed. From these figures we can see that the Irish 

food and drink industry categories are between four and six times more exposed than the 

average EU country to Brexit. Another aspect of export exposure is the extent of exports as 

a percentage of overall output – e.g. beef exports 90% of output, dairy exports over 80% of 

output. 

It is clear that the Irish food industry is in a position of extreme exposure to trade losses 

associated with Brexit. Diversification to other EU markets will also be difficult and take some 

time given the unique UK trade deficit in food (Figure 3), the integration of the UK and 

Ireland retail supply chains and common taste factors. 

 Figure 3: Food trade deficit/surplus €bn, 2015 

 

In the following sections we outline its importance to rural communities which rely on the 

Irish food and drink sector on more detail.  



 

Importance of the sector to agri-incomes 

The CSO’s most recent I-O tables show that secondary Irish food production has output of 

€22.42 billion per annum. Adjusted by the 17.6% turnover growth in the sector between 2012 

and 2015 it is likely that total industry output is in excess of €26 billion today. Of this 70% or 

€18 billion per year is spent on intermediate consumption in other sectors of the economy. A 

further 9.3% or €2.1 billion is spent on compensation of employees in the sector, around 

25% of value added. 

Purchases from the agricultural sector made up 39.7% of total ex-industry intermediate 

consumption of the food and beverage production sector in 2012. On the other hand the 

€4.3 billion of intermediate purchases made by food and drinks producers from the 

Agriculture sector in 2012 made up 94% of the total external product flows from the 

agricultural sector.  

This level of purchasing is the main facilitator of farm incomes and investment across the 

board. Loss of market share in the UK and squeezed margins will eventually be appreciated 

materially by the primary processing sector, depressing farm incomes and reducing primary 

investment. 

Figure 4: Extra-industry intermediate consumption by secondary Irish food and 

beverage producers 

 

Regional economies and reliance on the sector 

In the previous sections we showed that the Irish industry is more exposed than its 

European counterparts. We also demonstrated the importance of the food processing sector 
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for on-farm incomes and output. In this section, we show that the sector is also primarily 

located in regions which are economically disadvantaged relative to the EU average. Table 1 

shows the placement of Irish regions in a European context at NUTS3 level. It also shows 

their relative reliance on the agrifood sector.  

 

Two points are clear from this data. Firstly, over half of the overall Irish Agri-food and drink 

sector (primary & secondary activities) is located in regions in the bottom 60% of NUTS3 EU 

regions as measured by GDP per capita (PPP). Secondly, half of employment in the sector 

is in the 4 NUTS3 regions with GDP per capita PPP below the EU average. The sector 

accounts for 9.7% of total employment in the sector in each of those four weakest regions. 

 

Table 1: Irish regions in context 

 Nominal 
GDP rank 
(of 1331 
NUTS3 
regions) 

Purchasing 
power rank (of 
1331 NUTS3 
regions) 

Decil
e 
(ppp) 

% at work agri-food 
and beverages 
sector (primary 
occupation) 

% of employment 
in the sector 

Dublin  33 33 10 1.4% 5.9% 

South-
West 

88 99 10 9.1% 19.2% 

Mid-
West 

287 325 8 9.7% 11.1% 

West 356 409 7 9.4% 13.0% 

South-
East 

542 606 6 11.4% 16.7% 

Mid-
East 

596 670 5 5.9% 10.0% 

Border 694 774 5 10.6% 15.7% 

Midland
s 

892 990 3 10.1% 8.4% 

 

The Mid-East, Border and Midlands regions are all in the bottom 50% of European regions 

when it comes to GDP per capita adjusted for purchasing power. The South East is in the 

lowest 60% with Dublin and the South-West in the top 10% of regions in the block. These 

regions are also more reliant on agri-food and drink as a sector with over 10% of workers in 

both the Border and Midlands regions employed in the sector. 



Figure 5: Ratio of GDP to Actual individual consumption

 

Finally it is worth noting that GDP per capita may be a misleading figure to use in an Irish 

context due to the well noted impact of multinational companies on Irish national accounts. 

Actual individual consumption which Eurostat has noted as a “more useful for comparing the 

relative welfare of consumers across various countries” in Ireland is much lower in 

comparison to GDP than among other EU states. Although figures for AIC are not available 

at a regional level the figures above should be adjusted downward by a factor of up to 26% 

in order to reflect the relative welfare of consumers. If this was applied across regions then 

these four regions would each have AIC per capita of less than 75% of the EU average (the 

cut off for EU state aid rules). The Border would have little over 62% and the Midlands little 

of 52% of EU average AIC per capita.  
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In 2009 the Commission in a Communication noted that the “current global crisis requires 

exceptional policy responses4” and cited Article 87(3)(b) of the Treaty that the Commission 

“may declare compatible with the common market aid ‘to remedy a serious disturbance in 

the economy of a Member State’. In this context, the Court of First Instance of the European 

Communities has ruled that the disturbance must affect the whole of the economy of the 

Member State concerned, and not merely that of one of its regions or parts of its territory. 

This, moreover, is in line with the need to interpret strictly any derogating provision such as 

Article 87(3)(b) of the Treaty”. This was the basis for the introduction by the Commission of 

the Temporary Framework in 2008 which amongst other things allowed for an increase in de 

minimus levels, state backed credit insurance etc. 

The Commission produced a staff working paper5 in Oct 2011 which noted “The Temporary 

Framework of aid to the real economy complemented the framework put in place to allow a 

swift and coordinated response during the crisis. Whilst its take-up has been limited, it has 

been a useful safety net allowing for an emergency response during the crisis. Whilst its 

take-up has been limited, it has been a useful safety net allowing for an emergency 

response tailored to tackling the difficulties arising from financial turmoil” 

In Ireland the food and drink sector now faces a serious economic disturbance as outlined by 

the analysis in the previous chapter. What was also demonstrated by that analysis is the 

unique position and importance of the Irish food and drink sector in the overall Irish 

economy. In particular: 

 Extensive regional impact of the food and drink sector and economic weakness of 

those regions (when measured by GDP per capital (PPP)) 

 Majority of Irish economy expenditure in the Irish economy and high employment 

multiplier 

 Exclusive outlet for farmer/SME output and value addition and thus importance for 

farming incomes 

means that the fracture to the single market and its deep and unique impact on the food and 

drink sector in Ireland have an economy wide impact. Accordingly exceptional policy 

responses continue to be required and these should include a general block exemption for 

state aid supports for the Irish food and drink sector in order to maintain and sustain 

economic activity and jobs. The scope of the support should not be restricted to SMEs – see 

Appendix 2. 

These state aid supports should be targeted as follows: 

 Enterprise Stabilisation – Short term measures to allow the Irish Government to 

introduce enterprise stabilisation measures 

                                                           
4
 OJ C 14, 21.1.2009, p.4 

5
 DG Competition – The effects of temporary State aid rules adopted in the context of the financial and 

economic crisis – Commission Staff Working Paper (October 2011) 

Remedies to economic disturbance in the Irish food and drink 

sector 



 Investment in Competitiveness – Medium term measures to allow the Irish 

Government to introduce investment aids to support Irish food and drink companies 

invest in enabling technology, plant renewal and expansion, refinancing, market 

development and innovation to regain competitiveness following single market 

fracture 

 Diversification – Trade support measures including export trade financing and 

export credit guarantees to support the continued development of international export 

markets 

  



 

 

 

 

Analysis of business conditions 2016 V 2010. 

 2010 2016 

Brexit means that the 

current sterling weakness 

is different from the 

normal exchange rate 

cycle and things could get 

much worse  

Monetary policy cycle and economic 

issues in the UK and Eurozone were 

the main issues impacting on the 

exchange rate  

Sterling could weaken much 

further as the full economic 

consequences of Brexit 

become clearer  

Capacity for Irish 

exporters to drive 

efficiencies  

From the start of the great recession 

in 2008, Irish manufacturers and in 

particular food processors 

implemented very effective 

productivity and change strategies 

through lean and other measures. 

This greatly improved the overall 

competitive position of Irish exporters.  

Following a number of years 

on intensive efficiency 

measures, capital deepening 

and business transformation, 

most food processors now 

have limited opportunities for 

further productivity gains. This 

means that the exchange rate 

movement cannot be offset 

through business efficiency 

improvements 

Total export values are 

higher, so losses could be 

greater  

 

 

Food exports to the UK in 2010 were 

€3.4bn  

Irish food exports to the UK in 

2015 were €4.4bn and the 

gains made since 2010 could 

easily be reversed, hence 

resulting in a greater overall 

negative impact for the 

economy. 

Pricing strategy of UK 

retailers  

Currency and commodity related 

import food inflation in 2010 was 

passed through to UK consumers in 

the form of higher prices – UK retail 

food prices increased by over 5% in 

2010. 

UK retailers have already 

flagged that they will cut food 

prices in response to Brexit. 

UK retail food price inflation is 

currently negative.  

Impact on supply chain 

policies of UK retailers 

and food services sector  

No real long-term impact as UK 

buyers see sterling weakness as 

cyclical  

Concerns about a more 

structural shift in exchange 

rate relationship, combined 

with Brexit related trade risks 

means that UK buyers are 

planning significant supply 

chain restructuring  - a loss of 

confidence in Ireland as a 

competitive supply base will 

accelerate this 

Market Renationalisation With the exception of beef, origin 

labelling was voluntary 

In UK and other EU states, 

there is a growing move by 

some retailers towards 

domestic sourcing policies for 

Appendix 1 - Analysis of business conditions 2016 V 2010 



meat and dairy. Piloting of 

mandatory country of origin 

labelling for meat and dairy 

ingredients is starting in 

France and proposed in other 

states. It has the same 

objective of favouring 

domestic production. 

Mandatory original labelling is 

also required by EU law for 

other meat products 

UK retail food and drinks 

sector now more 

competitive  

Market dominated by traditional big 

four retailers 

Strong growth by hard 

discounters who have 

doubled their market share to 

10% at the expense of larger 

retailers 

Displacement by imports 

– the Prepared Consumer 

Foods example  

The depreciation of sterling was the 

main trigger for a fundamental 

realignment of supply chains in the 

domestic grocery sector which saw 

PCF imports rise from €1.96bn in 

2006 to €2.35bn in 2010 and to 

€2.75bn in 2012 – a period of decline 

in the overall grocery market 

The conditions have now 

been created in supply chains 

for this realignment to 

accelerate at the expense of 

domestic producers 

 

  



 

 

 

 

The European Commission has acknowledged6 that small midcaps and innovative midcaps 

can face the same market failure as SMEs. 

Access to state aid in the Irish food and drink industry should not be evaluated on the size of 

the company as the profile of different industry sectors in terms of average margins, growth 

potential, capital requirements, exposure to the UK market etc. are very different. Evaluation 

should be on the basis of quality of the investment, its expected impact on the economy and 

on its effect on competition.  

Small mid cap and innovative mid cap enterprises form a hugely important part of the Irish 

food and drink industrial base. Large businesses (over 250) employ over 380,000 people in 

the Irish economy, over 30% of the Irish workforce. In the food sector 6% of enterprises are 

classified as large7 compared with the European average of 1% and almost all are mid-caps. 

This reflects the strong export orientation of Irish industry combined with a small domestic 

market but also the scale required to operate successfully on an international basis.   

Larger enterprises tended to record higher labour productivity ratios than SMEs due to 

economies of scale, higher levels of capital intensity and their ability to adopt or develop 

innovations8. Rather than this been seen as a negative in relation to SMEs, it is the case that 

these larger businesses underpin local and regional economic development by forming 

important value chains with SMEs (sub-supply, services, logistics etc.).  

  

                                                           
6
 http://ec.europa.eu/competition/state_aid/modernisation/risk_finance_guidelines_en.pdf  

7
 Census of Industrial Production 2010, Central Statistics Office, Dublin 

8
 Business economy – size, class, analysis, Eurostat, March 2011 

Appendix 2 - Scope of State Aid Supports–small midcaps and 

innovative midcaps in addition to SMEs 

http://ec.europa.eu/competition/state_aid/modernisation/risk_finance_guidelines_en.pdf
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the way; supporting 
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sector, national and 
international level.”
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About Ibec

Ibec is the national voice of business in Ireland. 
The organisation and its sector associations, work 
with government and policy makers nationally and 
internationally, to shape business conditions and drive 
economic growth. Ibec’s strength lies in its diversity. We 
offer our members a range of professional services and 
training on human resource management, occupational 
health and safety, employee relations and employment law.
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Introduction from 
Danny McCoy

F
or Ireland, the relationship with our closest neighbour, ally and of course 
competitor is set to change fundamentally. This presents challenges to the 
economy as a whole, but also to the many individual businesses that will be 
affected. Long before the vote, Ibec was working to ensure the concerns and 

interests of Irish businesses were forcefully communicated and advanced. This work has 
intensified since the referendum result.

The Ibec approach to Brexit is threefold. 

Firstly, we are 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. We need to take immediate action in areas under our control.

Secondly, we are working at a national, UK and EU level to ensure Irish interests are 
protected in the complex exit negotiations and in the new trading relationship the UK will 
have to forge with Europe. Business comes with new ideas and a constructive approach.

And thirdly, we are working to support member companies as you navigate the challenges 
of Brexit. This Ibec report, with the support of Accenture, is central to this work. It sets out 
the potential implications of Brexit for companies, and proposes pragmatic steps that your 
business can take to assess the risks and prepare a response.

I hope you find it to be an invaluable resource in trying to understand how Brexit 
may impact your business, your market, your suppliers and your customers.

As the challenges and opportunities of Brexit crystallise, Ibec will be with you 
every step of the way; supporting you at a company, sector, national and 
international level. 

Please get in touch if we can help in any way.

Danny McCoy
Ibec CEO

Since the UK vote to leave, developments have been 
rapid and dramatic. The outcome has reshaped 
British politics, significantly increased economic 
uncertainty and will dominate much of the domestic 
and European agenda over the coming years. 

Brexit: a guide for your business 3



Brexit: a guide for your business4

Executive summary

A
mongst other things, these implications may 
include a prolonged period of currency volatility, 
divergent regulatory frameworks, tariff and non-
tariff trade barriers, restrictions on movement of 

people, new competition and market access constraints

There has been a lot of comment about Ireland’s unique 
relationship with the UK, not least because of the 
land border with Northern Ireland. The issue featured 
prominently in Prime Minister Theresa May’s ‘12 Point Plan’ 
speech which set out UK Brexit negotiation objectives. 
However, there can be no guarantee of special treatment.2 
There is a lot to play for in negotiations.

The future model for the UK’s relationship with the EU is 
unclear, and timelines for execution are not yet established, 
but Brexit’s potential implications for Irish business are 
so profound that companies cannot afford to take a wait 
and see approach. Irish businesses not only have to deal 
with the impact of weak sterling on trade flows, but also 
the future complexity of operating under dual regulatory 
frameworks, new overheads associated with trading with 
a non-EU country; additional supply chain complexity; and 
new competitive and market access pressures.

It will affect different companies in very different ways, 
but businesses need to be proactive and prepare 
their responses by identifying where the key risks and 
opportunities lie, to ensure they are not left behind when 
the uncertainty clears. 

Despite the significant risks to Irish trade, many businesses 
are not preparing for Brexit. A recent Ibec survey found 
that 54% of businesses have not taken any action to 
understand the implications for their business and how 
they might respond.3 

This report identifies the potential implications of Brexit 
for Irish business, and proposes pragmatic steps that 
businesses can take to assess the risks and prepare  
their responses.

Acknowledgement
During the course of preparing this work, more than 50 
interviews were carried out with CEOs, policy specialists 
and sector associations, covering the full spectrum of 
Irish business life. This comprehensive research and the 
subsequent feedback was invaluable in informing the 
approach, identifying the pertinent issues and determining 
how best companies can begin to address these 
challenges, notwithstanding the level of uncertainty that 
Brexit presents. We want to thank all those who gave their 
time and insights so generously, without whom this report 
would not have been possible.

1. http://www.cso.ie/en/media/csoie/newsevents/documents/pressreleases/PRBrexit.pdf as accessed on 11/01/2017
2. Prime Ministers Speech, https://www.washingtonpost.com/news/worldviews/wp/2017/01/17/full-transcript-theresa-mays-speech-on-

brexit/?utm_term=.cfca62fa515d 
3. https://www.ibec.ie/IBEC/DFB.nsf/vPages/Research_and_surveys~Business_environment~brexit-report-2016?OpenDocument#.

WHYgTfmLTIU as accessed on 11/01/2017

A UK exit from the EU will be particularly challenging for 
Irish business. As Ireland’s largest EU trading partner, 
the UK accounts for 14% of our total exports and 26% of 
imports.1 This headline exposure however doesn’t reflect 
the importance of this trade to the wider economy. These 
exports are concentrated in key, jobs-intensive sectors 
that have footprints across all regions. The effect of any 
significant disruption could be severe.
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Understanding  
the background  
to Brexit
With the UK government now publicly stating that it intends 
to leave the EU’s Single Market and the EU’s customs union 
as we now know it, and with disparate political agendas 
starting to shape negotiations, businesses cannot afford  
to just wait and see what happens.

Brexit: a guide for your business8

O
n Thursday 23 June 2016, the UK voted to leave 
the EU, initiating a process that has become 
known as Brexit (British Exit). Article 50 of 
the Lisbon Treaty needs to be invoked before 

negotiations can officially begin between the UK and EU. 
The formal exit negotiating phase then begins.

Hard or soft option
The post-Brexit political and economic landscapes remains 
uncertain, as both sides grapple with the complexity of 
unwinding 43 years of treaties and agreements. While not 
strictly defined, the terms ‘soft’ or ‘hard’ Brexit have been 
used to describe the opposing ends of the exit spectrum. 
The table below shows the possible outcomes from  
either scenario. 

In January 2017, the UK government published details of its 
desired future relationship with the EU, bringing additional 
clarity to its negotiating position. These details include: 
leaving the Single Market and the EU customs union as 
currently constituted; full control over immigration, and 
ending the jurisdiction of the European Court of Justice 
(ECJ) in the UK, while maintaining the Common Travel Area 
with Ireland amongst other things. One of the key objectives 
the UK Prime Minister outlined is to keep a distinct and 
preferred relationship with Ireland, but mechanisms of this 
agreement remain uncertain. Although the UK may seek 
such an agreement, it is not clear how Ireland would be 
allowed to do this because of its EU membership. While 
a hard Brexit is now increasingly likely, the final shape 
of our future relationship with the UK will depend upon 
negotiations, political will and palatability of trade-offs. 

Soft Brexit

n	 Access to the Single Market 

n	 ‘Passporting access’

n	 Free movement of capital

n	 Free movement of labour with some  
‘soft’ controls

n	 Contributions to EU budget

n	 Strict compliance to EU regulations with  
limited ability to influence their direction. 

Hard Brexit

n	 Have freedom to set policy/ legislation in 
areas such as tax, employment law, inward 
investment and ownership

n	 Lose access to the Single Market 

n	 Need to negotiate preferential trade deals 
with EU for goods and services

n	 Need to re-apply to WTO as a full member 

n	 Lose ‘passporting’ access

n	 Sever free movement of labour between UK 
and EU.

V
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A slow divorce?
Once Article 50 has been invoked, both sides have two 
years to negotiate the terms of the split. The negotiation 
timelines may be extended but only if all countries agree. 
However, there are experienced senior EU and UK officials 
throwing doubt on the achievability of these timelines, 
particularly in the case of hard Brexit, with some estimating 
that a comprehensive deal could take seven to nine years 
to complete.4 

While a transition deal may be agreed to cover the period 
while negotiations are finalised, this, like all things, cannot 
be guaranteed. There is a risk of the UK crashing out of the 
EU with no new or transitional deal being reached by the 
end of the negotiation period. They would then likely default 
to the existing WTO rules for trade. This would present 
additional challenges for UK trade.

Politics plays into negotiations
Negotiations will take place against a backdrop of growing 
political uncertainty and change that may have significant 
implications for the course and outcome of talks.

Across Europe there has been a growth in anti-
establishment, nationalistic sentiment and a corresponding 
rise in populist anti-EU political parties. With a number 
of key national elections taking place in 2017, including 
German national elections and French presidential 
elections, there is the prospect of parties with anti-EU 
agendas gaining more influence, placing the stability  
of the EU project further at risk.

Different perspectives also inform the UK political debate. 
Within the UK, support for Brexit was split geographically 
as England and Wales voted to leave while the majority 
of voters in London, Scotland and Northern Ireland 
backed remaining, which raises the risk of internal 
fissures as negotiations progress. Young UK voters voted 
overwhelmingly to remain in the EU while older voters voted 
to leave. London also bucked the English trend and voted 
definitively to remain in the EU. 

It is unclear what role non-EU countries will play in 
shaping negotiations. Both the US and New Zealand, for 
example, have expressed interest in a post-Brexit trade 
deal with the UK.5,6 The new US administration’s trade and 
economic policies indicate a move to a more nationalist 
and protectionist stance which may also have significant 
implications for Ireland and the EU as a whole.

Proactive business response
With so much uncertainty, it might seem prudent to 
wait and see what happens and not expend valuable 
resources dealing in hypothetical scenarios. However, 
most businesses cannot afford to take this approach. The 
UK Government has stated that it will not look to remain 
within the Single Market or the EU’s customs union as it 
is currently constituted. The UK’s hard Brexit approach is 
potentially disruptive for Ireland, with significant implications 
for Irish business, and consequences that may need time 
and resources to prepare for.

4. “Britain warned it could take five years to agree trade pact with ‘impossible’ EU as Canada says the ‘ball’s in Europe’s court’ to rescue landmark deal“. The 
Telegraph. http://www.telegraph.co.uk/news/2016/10/21/eu-is-impossible-to-do-deals-with-canada-says-sparking-fears-abo/ as accessed on 11/01/2017

5. Trump, Donald. Interview with Michael Gove and Kai Diekmann. The Times, London. 16 January 2017
6. “UK and New Zealand plan free trade deal after Brexit”. BBC. http://www.bbc.com/news/uk-politics-38608716 as accessed on 16/01/2017



Brexit exposure: 
close ties leave 
Ireland vulnerable 
The UK is one of our most important trading partners, and 
the primary market for many Irish businesses due to its size, 
ease of access, shared languages, similarities in culture and 
consumer tastes, and comparable legal framework. 

Brexit: a guide for your business10

Trade exposure
While Irish business has made progress diversifying in to 
other markets in recent years, the UK remains our second 
largest export market after the US. Two-way trade between 
the UK and Ireland is approximately €60bn per annum and 
is estimated to directly support 400,000 Irish jobs.

In 2015, €15.6 billion, or 14%, of exported goods, and 
€18bn, or 18%, of exported services went to the UK 
alone, with the top five Irish exports to the UK being 
computer services; food and live animals; chemicals; 
insurance/financial services; and transport equipment.  
In 2014, the turnover of Irish multinationals based in  
the UK was €37.6 billion.7 

7. UK Department of Environment, Food and Rural Affairs. “British food and farming at a glance” London, March 2016
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These figures in themselves do not paint the full picture 
with some job-intensive, geographically-spread sectors 
more heavily exposed to the UK market. For example, 
41% of all food and drink exports and 70% of Irish timber 
exports go to the UK every year. These sectors support not 
only direct jobs, but provide very significant support to local 
suppliers and regional economies.

Ireland is also a significant market for UK goods and 
services; we are its fifth largest trading partner after the 
US, Germany, the Netherlands and France, receiving 
€11.4 billion of UK service exports and €18 billion in goods 
exported. Ireland is heavily exposed to the UK, but the UK 
is also dependent upon Irish imports. For example, the 
UK’s total food and drink imports in 2014 were £38.5 billion 
against total food and drink exports of £18 billion.8

Shared labour market
Even before Ireland and the UK joined the then EEC, 
the common travel area allowed for the free movement 
of people and goods between the UK and Ireland, and 
enabled businesses to establish operations on an all-island 
basis. Northern Irish dairy farmers, for example, supplied to 
creameries north and south of the border. 

The longstanding family, historic, language and cultural ties, 
combined with free movement, means that Ireland and the 
UK effectively share a labour market. This has provided  
a very important “safety valve” for the Irish economy at 
times when high unemployment has forced workers to  
look abroad to find work.

One in four UK citizens claim Irish ancestry, 395,000 Irish 
people are currently estimated to live in the UK and  
112,000 people living in Ireland have UK passports.

It is estimated that there are up to 300 major and minor 
road crossings along the 500km border between the 
Republic of Ireland and Northern Ireland, and that 35,000 
people cross the border each day.9

Tourists and business travellers from the UK accounted 
for 41% (3.5 million) of all journeys to the Republic in 
2015 generating almost €1 billion in revenue 23% of total 
tourism revenues. And of the total number of business 
trips into Ireland in 2015, 600,000 (48%) were made by 
British residents.

Both Ireland and the UK have stated in advance of formal 
negotiations that they are determined to avoid a return to 
a hard land border. However, maintaining free movement 
of people without maintaining other EU freedoms could 
present significant challenges in itself. 

Shared consumer market 
Ireland’s unique relationship with the UK goes beyond trade 
and a common border. Our intertwined histories, common 
language, proximity, flow of peoples and shared media, 
among other things, have facilitated a cross-pollination  
of ideas and similarities in culture, consumer taste  
and world view. 

8. UK Department of Environment, Food and Rural Affairs. “British food and farming at a glance” London, March 2016”
9. European Union Committee. “HL Paper 76. Brexit: UK-Irish relations” London, December 2016”

“ Around 300 roads cross the 500km border 
between the Republic of Ireland and Northern 
Ireland, with 35,000 people crossing each day.”



Our similarity, and familiarity, with the UK has meant it is 
often the first country Irish businesses look to when looking 
to grow outside of Ireland. And vice versa, many of the 
UK’s most recognisable brands have operations in Ireland 
and are visible in towns and cities across the country.

Connectivity 
The Irish and UK energy markets are also tightly integrated, 
with Ireland importing a significant portion of its energy 
needs from the UK through gas and electricity connectors. 
On the other hand, Northern Ireland will increasingly 
depend on Ireland for electricity imports to make up for 
insufficient local production capacity.

More generally, the UK plays a crucial role in connecting 
Ireland to the rest of the world. Key transport, energy and 
digital infrastructure routes connect Ireland to the UK, but 
also provide vital links to EU markets and beyond.

Legal and policy
Ireland and the UK are common law jurisdictions, unlike 
most other European countries, and, as a result, Irish 
law closely mirrors UK law in many areas. This makes 
it easier for Irish businesses operating in the UK, 
particularly when looking for a second market  
outside of Ireland, and vice versa. 

The UK and Ireland have historically been closely aligned 
within the EU. The UK has been a particularly strong ally 
when it came to negotiations and policy creation across 
a range of areas, while Ireland has also benefited from 
access to UK policy research, and its administrative  
scale and experience.

Peace and prosperity 
The Good Friday Agreement has delivered peace 
and stability for business across the island. The Irish 
Government is prioritising the need for any new EU-UK 
settlement to not undermine what has been achieved. The 
EU and UK sides have expressed a similar desire. How 
achievable that is remains to be seen. Heightened political 
instability is certainly a risk as a result of Brexit. 

Brexit: a guide for your business12

Brexit exposure / continued

“ We have an 85% dependency on the UK 
for our energy needs”
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“ Even before joining 
the then EEC, the 
common travel 
area allowed for 
the free movement 
of people and 
goods between  
the UK and 
Ireland.”



Brexit and  
your business: 
potential impacts
With a hard Brexit looking increasingly likely, Irish 
business needs to reassess its tightly intertwined UK 
relationships and look beyond that market for growth.  
We have identified ten broad areas where Brexit may 
have implications for Irish business.

Theme Description Timeframe Potential 
impact

Likelihood

 

Weak sterling has been an immediate impact of Brexit, 
putting pressure on exporters to the UK and increasing 
cross-border competition. Only 27% of Irish businesses 
exposed to sterling have a currency hedging strategy in 
place. A prolonged period of currency volatility may have 
implications for the viability of some businesses and markets.

Short 
term

The UK and Ireland are both members of the Single Market 
and EU customs union allowing free movement of goods 
between both our countries. The introduction of tariff barriers 
and border controls is looking more likely. If implemented, 
they will disproportionately impact Irish businesses due to 
the reliance on the UK market for raw materials; high trade 
volume, low-margin goods; and tightly intertwined cross-
border supply chains.

Long 
term

Subject to the UK’s future relationship with the EU,  
there are potential implications for rights and obligations, 
particularly with regard to contracts that run beyond  
the exit date. 

Short 
and 
long 
term

In the short term, there may be a slowdown and delays in 
investment decisions as the details of the UK’s relationship 
with the EU are determined, while increased volatility in 
capital markets may make access to funding more difficult. 
In the long term, loss of Single Market access presents 
opportunities for Ireland to attract additional foreign direct 
investment (FDI) from the UK, while new partnerships  
may be needed to access EU research funding. 

Short 
and 
long 
term
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Theme Description Timeframe Potential 
impact

Likelihood

Post-Brexit labour market restrictions may impact Irish 
businesses dependent upon the flexibility to allocate 
resources and place an additional administrative burden on 
businesses. Increasing demand for key skills, e.g. customs 
expertise, as a result of Brexit may put increased demand on 
scarce talent pools. Uncertainty for foreign nationals working 
in the UK may also present opportunities for Irish firms 
looking to attract global talent to Ireland. 

Long 
term

Business technology systems may require significant updates 
to meet changes in operating environments and additional 
administrative overheads. EU data protection laws put 
restrictions on movement of data outside of the EEA with 
potential implications for businesses with operations reliant 
on the free flow of data between Ireland and the UK. 

Long 
term

UK regulation derived from EU legislation will remain the 
same post-exit unless the UK Government makes changes. 
Long-term implications will depend upon the UK’s relationship 
with the EU after exit and on the freedom this allows the UK 
to set its own regulatory policy. For example, notified bodies 
in the UK may no longer be authorised in the EU. Divergent 
standards would add additional complexity for exporters, as 
would monitoring adherence to standards on imports. Ireland 
will also be losing an ally in policy negotiations within the EU. 
For example, the liberalisation of financial markets has been a 
consistent policy position for the UK and Ireland in Europe.

Long 
term

The Irish Tax Institute has identified a number of areas of 
taxation that may be impacted by Brexit, including Import 
VAT, Withholding Tax and application of EU tax reliefs. 
Depending upon the future tax regime, this may have 
implications for how companies operating in, or trading  
with, the UK, structure and locate operations in order  
to drive tax efficiency.

Long 
term

In the long term, Brexit may have implications for customer 
buying behaviour and market demand. The introduction of 
trade barriers, threat of non-EU competition, or slowdown 
in UK economic growth, for example, may put the viability of 
Irish business in some UK markets into question. Small and 
medium Irish businesses have a higher degree of UK market 
exposure. They will need to place particular attention on how 
they remain competitive in the UK following Brexit, but also 
look for ways to develop new markets. 

Long 
term

Businesses with an operations footprint in the UK or with 
a high-proportion of trade between the UK and EU may 
also need to re-align operating structures (i.e. legal entity, 
trade entity) and geographic locations in light of changes to 
regulatory, taxation and governance rules.

Long 
term
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01 Currency
The UK is one of our most important trading partners, and 
the primary market for many Irish businesses due to its size, 
ease of access, shared languages, similarities in culture and 
consumer tastes, and comparable legal framework. 

Trade exposure
The fall in sterling’s value has been one of the immediate 
impacts of Brexit for Irish business. In the months following 
the vote, the sterling/euro exchange rate moved from an 
average of 0.73p in 2015 to 0.86p.10

n	 Impact on exporters 
A weak sterling is a particular challenge for sectors 
with significant exposure to the UK, for example 
41% (€4.4 billion) of Irish food and drink exports 
go to the UK annually. While exporters with euro 
price agreements may expect some protection, 
businesses are already seeing UK buyers pushing 
back on currency-related price increases. 

n	 Impact on importers 
While importers from the UK with sterling price 
agreements may expect to benefit from weaker 
sterling, global supply chains mean that UK 
manufacturers are also coming under cost  
pressure as non-UK input costs rise, so  
any benefits may be short-lived.

n	 Impact on retailers 
Currency volatility is also impacting Irish retailers  
with an increase in cross-border and online trade,  
as consumers shop around to benefit from a  
weak sterling.

A recent Ibec survey shows that only 27% of Irish business 
with exposure to UK currency have a currency hedging 
strategy in place.11 It is less than 15% when it comes to 
small firms. Uncertainty caused by Brexit means that Irish 
business should prepare for a potentially extended period 
of currency volatility.
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10. UK Department of Environment, Food and Rural Affairs
11. EU Select Committee Report accessed on 11/01/2017
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02 Supply chain
Supply chains between the UK and Ireland currently 
function on the principles of the Single Market. This 
allows for the unobstructed circulation of goods, 
services, people and capital between members with 
no internal tariffs or quotas. 

This free circulation is protected by a customs union, 
involving a common external tariff with checks at the 
external borders. The UK and Ireland are currently both 
members of the Single Market and the customs union, 
allowing for the smooth operation of supply chains 
between both countries. 

n	 Tariffs on trade 
The UK has indicated it will seek to leave the 
Single Market and the customs union as currently 
constituted, and that it will negotiate a new trade 
agreement with the EU and a bespoke customs 
arrangement that will enable continued “friction-
free” movement of goods. The worst-case scenario 
would see the introduction of VAT and duties on 
trade between UK and Ireland with no free trade 
agreement i.e. trading under WTO rules. EU common 
external tariffs, which the EU currently applies to all 
3rd countries, vary from 0% on cotton, 11.5% on 
clothing, 25.6% on sugar and confectionery, to 45% 
on certain dairy products. The final tariff will depend 
upon the product and the outcome of negotiations, 
however sectors with tight margins and high-volume 
trade with the UK, such as the agri-food sector, are 
particularly exposed to new trade barriers.

n	 Non-tariff barriers 
Even if a free trade agreement were to be negotiated 
between the UK and EU, some form of customs 
border will be required to ensure the integrity of the 

Single Market and adherence to the agreement 
rules, such as compliance to technical standards, 
labelling rules, and rules of origin. This could present 
significant logistical barriers, delay trade and add to 
business costs. 

 Many of the border and customs delays seen 
at EU’s external borders are not due to a lack of 
infrastructure. For example, the Turkish-Bulgarian 
border is one of the busiest land crossings in the EU. 
Turkey has invested hundreds of millions of dollars in 
making the process on their side more efficient and 
the same is true of Bulgaria with modernised border 
gates and more lanes for trucks. Despite this, Turkish 
trucks approaching the Bulgarian border crossing 
face lines up to 17km and truck drivers face reported 
delays of up to 30 hours per vehicle passing through 
border and customs controls.12

n	 Demand for new capabilities 
Businesses that don’t already have customs and 
trade expertise in-house will need to consider how 
to develop this capability along with any system, 
process and control changes that may be needed. 
Restrictions on the movement of goods and services 
may also have implications for after-care support 
and reverse logistics costs, delivery lead times – 
especially for time-sensitive deliveries – and  
treatment of goods transiting through the UK. 

12. Mehul Srivastava and Alex Barker, “Turkey border gridlock hints at pain to come for Brexit Britain” The Financial Times, London. 17 February 

“ EU common external tariffs vary from 0% on 
cotton, 11.5% on clothing, 25.6% on sugar 
and confectionery, to 45% on certain dairy 
products and 60% on some beef cuts.”
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03 Contracts
While there should not be any immediate impacts on 
commercial contracts, there are likely to be a number 
of longer-term contract risks for Irish businesses. 

n	 Changing rights and obligations 
The implications for commercial contracts that run 
beyond 2019 are unclear, particularly those with UK 
counter-parties. Businesses should consider the 
effect that Brexit might have on their contractual 
rights and obligations. For example, is there an 
assumption on free movement of goods or people, 
or that the UK is in the EEA? Is there a dependency 
on EU or state aid? Is it clear how disputes will be 
resolved? How will intellectual property rights be 
protected? Business may have to move contracts to 
new jurisdictions within the EU to ensure the same 
rights and entitlements are maintained under EU law.

n	 Intellectual property 
The EU has created a Unitary Patent designed to 
recognise an applicant’s intellectual property in 25 
EU member states. It will this through a yet-to-be-
established Unified Patent Court (UPC). 

 Following Brexit, the UK may no longer participate 
in this pan-EU initiative and as a result the 
implementation of the Unitary Patent will be delayed. 
It is likely that claimants to the UPC will also have 
to start separate parallel proceedings in the UK to 
defend patents.

n	 Alternatives to UK law 
UK law is a preferred jurisdiction when contracting 
with non-EU parties due to its mutual familiarity. 
Businesses may need to consider alternative 
jurisdictions agreeable to both parties where  
such relationships exist.

n	 Shorter contract durations 
While uncertainty prevails, businesses are contracting 
for shorter durations in order to mitigate potential 
commercial risks. This in itself causes challenges 
for long-term business planning, as well as creating 
the additional administrative cost of more frequent 
contract renewals.

n	 Dispute resolution 
Where trade disputes arise in EU member states, 
the ECJ has primacy, especially in instances of 
cross-border trade issues. Brexit could see the UK 
leave the ECJ regime and the UK courts would hold 
primacy over that jurisdiction. Hence, if there is a 
cross-border supply chain dispute, particularly if it 
involved Ireland, the UK and another EU country,  
the jurisdictional element of the dispute resolution 
would be very unclear.

Potential impacts / continued
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04 Finance and funding
Post-Brexit uncertainty, along with global volatility, may 
have implications for FDI decisions, access to capital 
markets and access to EU funding programmes. 

n	 Access to capital 
Brexit may have implications for mergers and 
acquisitions and investment, as businesses delay 
decisions while uncertainty prevails or find it more 
difficult to access money due to volatility in capital 
markets. For example, the value of private equity 
deals in Europe decreased by nearly a quarter during 
the first nine months of 2016 compared with 2015, 
and the pace of deals in the UK and Ireland showed 
a marked decline following the EU referendum.

 In the long term, Brexit may provide the opportunity 
for Ireland to attract FDI from the UK. The UK is 
currently the leading recipient of FDI within the EU. 
Its membership and access to EU markets has 
played a role in securing this investment. The loss of 
Single Market access, passporting rights for financial 
services, and free movement of people, would likely 
make the UK less attractive. 

 However, if the UK lowered corporation tax, increased 
incentives and reduced regulation to attract business 
investment, Ireland could be under intense competitive 
pressure for foreign investment in the future. 

n	 Access to EU funding 
Brexit may have implications for businesses reliant 
on EU funding. The UK was the top recipient of EU 
research funding in 2016. For example, the UK was 
the top recipient of EU research funding in 2016.  
The UK is Ireland’s largest research partner under  
the current EU funding framework, Horizon 2020. 
Under the previous framework (EU Research 
Framework Programme 7), 72% of all Irish 
drawdowns involved a UK partner.

n	 Working capital 
The introduction of duties, import VAT and additional 
administrative burdens, along with currency volatility, 
could drive up the cost of doing business and impact 
cash flow and working capital needs. 

“ 72% of all Irish funding under EU Research 
Framework Programme involved a UK partner.”



05 Workforce
Movement of people is one of the EU’s four core 
freedoms. New limits and controls on immigration 
is one of the “red line” issues for the UK as it enters 
Article 50 negotiations. 

n	 Restrictions on free movement 
In existence for almost a century, the Common Travel 
Area is an open borders area with minimal and at 
times no internal border controls between the UK 
and the Republic of Ireland. It is an essential element 
of the strong trading links between the two countries, 
and its maintenance is a key priority for Irish and  
UK negotiators. 

 The introduction of border controls and travel 
restrictions could have significant impact on Irish 
business with cross-border or British operations, 
restricting the flexibility to allocate resources, and 
resulting in additional administrative burdens. 
And many believe Brexit will have indirect impact 
on both contingent workers and companies with 
dependencies upon them in the UK.

n	 Access to talent 
The UK has pledged to guarantee the rights of EU 
citizens currently living in the UK if they receive a 
reciprocal deal with the EU as part of the Article 50 
negotiations. However, Brexit has created uncertainty 
for many skilled non-UK nationals working in the 
UK, which may present opportunities for Irish firms 
looking to attract global talent to Ireland. 

 An indirect, and less obvious, implication may be 
increasing demand for in-demand skills locally 

as international firms look to relocate operations 
to Ireland to maintain Single Market access (for 
example employees with central bank certifications), 
or demand for new skills to support the post-exit 
operating environment (for example trade and 
customs expertise), putting a strain on the local  
talent market. 

n	 Divergent employment law: While a major 
divergence from EU employment law is unlikely  
in the short term, the UK could have additional 
flexibility to set its own laws. Irish businesses with 
operations in the UK should monitor any changes  
in UK employment law to ensure they understand 
their obligations and implications for their business. 
Any watering down of UK employment rights may 
have implications for Irish firms’ competitiveness 
against UK competitors. 

n	 Defined benefit pension deficits increase: 
Irish employers with operations in the UK should 
also be aware of the impact the vote to leave may 
have had on their UK pension liabilities. Businesses 
have acknowledged that their pension deficits have 
increased in the UK following the vote due in part to 
foreign exchange rate and interest rate changes. 

Brexit: a guide for your business20

“ 57% of UK start-ups stated that access 
to talent and ability to bring people into 
UK are key issues for their businesses”

Potential impacts / continued



06 Technology
Brexit may introduce additional complexity to the 
way that Irish businesses dealing with the UK market 
operate, and it may have knock-on implications for 
business technology systems. 

n	 Systems enablement 
Enterprise resource planning (ERP) and finance 
systems, for example, may require reconfiguration 
or even upgrades to enable operations in relations 
to changes in regulation, employment law, custom 
controls and tax. 

n	 Restrictions on data movement 
Another potentially thorny issue is data protection 
and privacy. The UK currently complies with the EU 
Data Protection Act, but if it leaves the EEA, EU 
data protection laws will no longer directly apply to 
the UK. EU data protection laws put restrictions on 
movement of data outside of the EEA. While the 
UK may seek a European Commission adequacy 
decision to get over the data transfer issues, there 
may be restrictions on the transfer of data between 
Ireland and the UK. This may have implications for 
Irish businesses with operations reliant on the free 
flow of customer or personnel data across borders.
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07 Regulation
Existing UK regulation derived from EU legislation will 
remain applicable post-Brexit unless the UK Government 
makes changes. The long-term implications on the 
UK regulatory framework will depend upon the future 
relationship that the UK has with the EU and the freedom 
this allows the UK to set its own regulatory policy.

n	 Divergent regulation 
There are a number of potential short- and long-
term regulatory challenges for Irish business. In the 
short term, following the conclusion of the Article 50 
negotiations, businesses may no longer be covered 
by existing EU regulations. For example, airlines 
require majority EU control and ownership by EU 
nationals to maintain their European aviation licence. 
Businesses with large UK ownership stakes may no 
longer fit this requirement.

 In the long term, standards may diverge from 
EU norms over time, such as in food labelling 
regulations. Exporters would need to deal with the 
added complexity of maintaining compliance across 
multiple regimes.

 Any new settlement may provide the UK with 
additional flexibility to amend regulations and policies 
in order to make it easier to do business. 

 For Irish businesses, the UK’s regulatory flexibility 
may put them at a competitive disadvantage if they 
will need to comply with more onerous regulation and 
targets. These changes could also prevent the UK 
from achieving regulatory equivalency or passporting 
within the EU. They may hinder the ability of UK 
businesses to compete effectively within the EU. 

n	 Regulator location 
Highly regulated industries such as medical 
technology which use notified bodies currently based 
in the UK, designated to assess the conformity 
of certain products to EU standards before being 
placed on the market, may also be impacted.

n	 Access to UK contracts 
Irish business with significant dependence upon UK 
public sector contracts could find themselves at a 
competitive disadvantage if the UK were to pursue 
more protectionist “Buy British” procurement policies. 
Once outside the EU’s state aid rules, the UK could 
potentially increase the aid available to domestic and 
UK-based businesses beyond what the EU would 
allow within remaining member states. 
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Potential impacts / continued



08 Tax
Brexit may have significant tax implications for business 
operating within, or dealing with, the UK. 

The Irish Tax Institute, for example, has highlighted 
the following areas of taxation that may be impacted 
depending upon the outcome of negotiations:

n	 Import VAT on imports from the UK

n	 Withholding tax on certain payments  
between Irish and UK companies

n	 Applications of tax reliefs which only apply  
within the EU.

The UK has also signalled that it may use tax (corporation, 
VAT, etc.) and other policies to seek to protect its 
competitive position post-exit. This is a strategy first 
highlighted by former UK chancellor George Osborne 
following the vote to leave in June 2016.13

Depending on the future tax regime both in the UK and EU, 
companies may need to reorganise operating structures, 
supply chains and geographic footprints to mitigate the 
tax impact and minimise cost to serve, which will affect 
underlying processes, roles and systems.
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13. https://www.ft.com/content/d5aedda0-412e-11e6-9b66-0712b3873ae1 access on 13th February 2017
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09 Market
Any potential increase in the cost or complexity of 
Irish trade with the UK, in conjunction with an increase 
in non-EU competition or slowdown in UK economic 
growth, as examples, may place the viability of Irish 
business in some UK markets in to question. 

Small and medium Irish businesses, in particular, have a 
higher degree of UK market exposure and will need to 
place particular attention on how they remain competitive 
in the UK following Brexit, while also looking for ways to 
develop new markets. 

n	 Increase in international competition 
Irish retail businesses are already experiencing an 
increase in competition from cross-border and online 
UK trade in their local market, along with pricing 
pressure from UK customers driven by currency and 
demand volatility. 

 In the long term, Brexit may have more fundamental 
implications for business models, particularly where 
there is significant exposure to the UK market. For 
some sectors, the cost of trade barriers, favourable 
trade agreements resulting in new competition for the 
UK market from non-EU countries, or a slowdown in 
UK economic growth, may put the viability of trading 
with the UK into question.

n	 Change in consumer buying behaviour 
The impacts of a UK exit could ultimately accelerate 
ongoing changes in consumer trends, including the 
growth in campaigns to “buy British goods” and the 
rise in online retail.

 UK businesses are reassessing supply policies  
which may make it dificult for Irish businesses  
selling into the UK.

n	 Risk of economic slowdown 
The UK economy is expected to see consumer 
spending come under pressure from rising inflation 
and slower growth. If demand outside the UK also 
dampens, this could further reduce consumer 
company growth prospects as consumer confidence 
sees declines caused by the potential contagion. 
There is also a risk that major trading partners 
could face declining confidence due to contagion, 
impacting the demand and growth in other markets 
that consumer companies operate within.

n	 Barriers to new market entry 
Businesses will need to be ready to adapt their 
business model in response to changes in their 
markets, whether through diversification in to new 
markets, changes to products or routes to markets.

 The close historical links between our two countries 
may make it difficult for some sectors to adapt 
quickly. Many packaged consumer foods, for 
example, have been produced for the tastes of 
the UK and Irish consumer, and don’t always 
have a ready-made alternative market. Many Irish 
businesses are not familiar with markets outside of 
the UK and Ireland, and don’t have the business 
relationships or channels to market already in place.

“ Ireland produces many products that particularly 
cater to the preferences of the UK market. The UK is 
currently the largest buyer of Irish cheddar cheese, 
importing 60% of production each year and Irish 
beef, accounting for 52% of total beef exports.”

Potential impacts / continued



Brexit: a guide for your business 25

10 Operating structure
EU membership provides businesses licence to operate 
across borders. Businesses operating as a single 
trading entity across the UK and EU, and/or with a high-
proportion of trade between the UK and EU, may need 
to change how they structure themselves in light of 
changes to regulatory, taxation and governance rules.

n	 Market access 
Companies with a high proportion of UK-to-EU, or 
EU-to-UK trade may want to review their operating 
structure options and geographic footprint to 
minimise cost to serve, tax and risk.

 Assuming that passporting (i.e. when a company 
is authorised to provide cross-border services in 
other EEA states by establishing a branch or agent) 
in its current form is removed, or radically reduced, 
some businesses will need to assess their business 
models and make participation choices around EU 
business. Rebalancing their business (i.e. moving 
some UK business to EU subsidiaries and vice-versa) 
may have significant impact on both business and 
operating models. In extreme cases, this rebalancing 
may require new entities to be incorporated and 
authorised, product holdings to be transferred 
between entities, customers to be migrated and 
support functions to be scaled up (and/or down) to 
support new geographic centres.

 This may also prompt businesses to reshape their 
balance sheets and capital structures to ensure 
viability and regulatory compliance against a new 
target model, and impact how profits or losses are 
repatriated/consolidated.

n	 Cross-border shared services 
The UK is currently one of the more popular locations 
for shared services operations in Europe. However, 
the challenges of servicing the Single Market while 
no longer a member, including restrictions on the 
movement of data and people, may make the UK a 
less attractive location for these services and prompt 
the relocation of some services. This may also 
present opportunities for Ireland as an alternative  
EU location.

n	 Increased demand for real estate 
While there are opportunities for Ireland, along with 
other European locations, to attract investment away 
from the UK, an indirect implication may be upward 
pressure on scarce infrastructure such as commercial 
property – driving up costs in local markets.

 

14. Stephen Morris & Richard Partington. “Brexit: HSBC may move 20% of its London banking operations to Paris, chief executive Stuart Gulliver 
says”. http://www.independent.co.uk/news/business/news/brexit-latest-news-hsbc-bank-move-20-per-cent-fifth-london-banking-operations-
paris-chief-executive-a7532711.html accessed on 8 February 2017

“ Major UK-based banks have indicated that 
up to 20% of their banking operations 
may have to move to other EU cities.” 14
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What’s ahead  
in Retail?
Storing up trouble: short-term challenges and 
longer-term pressures for retailers

The Irish retail market is one of the country’s largest 
employers, with 275,000 people working in the sector. 
Most retail businesses (90%) are small Irish-owned 
operations, of which 77% are family owned. 73% of Irish-
owned retail businesses employ fewer than 10 staff and 
75% of retail jobs are located outside Dublin.15 

UK links
A significant number of high street brands operate across 
both the UK and Ireland. Most are UK-headquartered, but 
a small number of prominent Irish brands operate store 
networks in the UK. Many other Irish retailers sell into the 
UK through online channels. Several larger retailers also 
operate all-island businesses and use all-island supply 
chains that are tightly integrated with the UK. 

Key trends
While sales volumes have returned to pre-financial crisis 
levels, sales values have not recovered to the same degree. 
The retail sector operates on very tight margins and is still 
recovering from the impact of the financial crisis. Turnover 
levels in December 2016 were 13% lower than the same 
month in 2007.16

Discounting and heavy promotional activity has been 
required to drive footfall and secure sales. This has resulted 
in sales volumes growing at 2.3 times that of the value rate. 

Irish consumer confidence softened in the second half of 
2016. This was reflected in softening retail sales as growth 
in sales values slowed from 3% in the first half of 2016 to 
1% in the latter half. Increasing numbers of Irish consumers 
are looking to Northern Irish retailers to benefit from 
weaker sterling and competitive pricing. At its peak, the 
euro increased in value against sterling by close to 23%. 
In the months after the Brexit vote, the volume of southern 
consumers shopping in the North began to approach 2008 
levels, the highest of the past 10 years.17

Irish consumers are also using online shopping more. 50% 
of Irish consumers made an online purchase in 2016 and 
the total value of online purchases by Irish consumers in 
2015 was €9.1 billion.18 

15. Retail Ireland, “Strategy for Retail 2014-2016”. Dublin, 2014
16. Retail Ireland, “Q2 Retail Ireland Monitor”. Dublin, 2016
17. Intertrade Ireland, “Cross Border Shopping” as accessed at http://www.intertradeireland.com/researchandpublications/trade-statistics/cross-border-shopping/ 

on 20th January 2017
18. “Sterling collapse to put pressure on “fragile” retail sector, warns IBEC” as accessed at http://www.industryandbusiness.ie/tag/currency/ on 20th January 2017

Sectoral perspectives / continued
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Key Brexit impacts for the Retail sector

Impact Key issues

Currency 1. Hedging: Due to currency volatility, existing hedging rhythms are no longer appropriate. 
Many retailers who source products in the UK have moved from three-month currency 
hedging windows to a month-to-month hedging position. This adds practical costs to the 
system and makes business planning more difficult.

Supply chain 2. Interlinked supply chains: If introduced, tariff and non-tariff barriers will introduce new 
costs and time delays for retailers with interlinked supply chains across the UK and Republic. 
They could also disrupt Irish imports from the UK and products in transit to Ireland through 
the UK from mainland Europe.

Finance  
and funding

3. Investment delays: Investment decisions to modernise supply chains may be deferred 
due to the ongoing Brexit-related uncertainty.

Regulation 4. Regulatory divergence: The UK may diverge from EU norms on packaging 
requirements, safety standards, and inspections compliance. Irish retailers may incur 
increased costs associated with maintaining compliance across UK and Irish markets.

Market 5. Cross-border competition: More consumers from the Republic are shopping in the 
North. Weaker sterling has made Northern Irish retailers increasingly price-competitive. 

6. Margin erosion: In the short term, Irish retailers are selling UK-sourced products at 
significantly reduced margins. In many instances, products were bought at higher older 
exchange rates. Retailers are not benefiting from weaker sterling but reducing their margins 
to remain competitive.

7. Online competition: UK-based online businesses are well developed and have strong 
Irish market penetration. Currency volatility is currently giving them a competitive cost 
advantage in Ireland.

8. Upward price pressure: New duties and customs checks could make UK imports 
more expensive. This could also cause suppliers to pass on these costs to retailers and 
necessitate retailers passing on costs through higher consumer prices.

9. Declining consumer sentiment: A slowdown of the UK economy will impact Irish 
economic performance and cause a decline in Irish consumer sentiment. The retail sector is 
the first to feel downturns in consumer sentiment, and experiences them acutely.
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What’s ahead  
in Manufacturing?
Assembling alternatives: Trade barriers and 
two jurisdictions make twin challenges

Irish manufacturing in 2015 had a net sales value of €52.6 
billion, excluding the pharmaceuticals and food sectors, 
contributing to 21% of Irish GDP. There are 14,600 
manufacturing businesses in Ireland employing 159,000 
people. Indigenous manufacturers account for 23% of total 
Irish manufacturing turnover. 

UK links
Certain Irish sectors are over-reliant on the UK market. For 
example, 70% of Irish timber is exported to the UK every 
year.19 Cheaper sterling has already increased competitive 
pressure for Irish manufacturers exporting to the UK. In 
2015, Ireland exported €15.6 billion (13.9%) of goods to 
the UK. The largest three manufacturing sector goods 
exported to the UK were: medical products (€1.5 billion); 
organic chemicals (€1.0 billion); and essential oils, perfume 
materials (€0.8 billion). UK and Irish manufacturing industry 
supply chains are tightly integrated, both between the 
Republic and Britain and north-south on an all-island basis. 

Key trends
Irish manufacturers have already undertaken extensive 
cost-cutting over the last 10 years and continue to operate 
on tight margins. Irish SME manufacturers rely heavily on 
bank funding and particularly short-term funding.

Medical technology
Ireland is one of the largest exporters of medical 
technologies (MedTech) in Europe with annual exports 
of €8.5 billion and the Irish MedTech sector is a prime 
contributor to Irish economic growth, representing 9% 
of all exports. Some 29,000 people work in MedTech 
across 450 businesses, making Ireland the second largest 
MedTech employer in Europe per capita. The sector is 
diverse with 18 of the world’s top 25 MedTech companies 
having a base in Ireland. 

UK links
MedTech operates in a highly regulated environment 
which is undergoing change in Europe with the imminent 
introduction of new regulations. However, the UK 
approach to compliance with current and future European 
regulation for medical technologies is uncertain. MedTech 
manufacturers in Ireland frequently use UK-based 
regulatory bodies, also known as Notified Bodies, to 
assess devices for placing on the EU market. 

Key trends
The MedTech industry is characterised by rapid and 
frequently iterative product design and development 
undertaken by large multinationals, and both established 
and disruptive SMEs. 

With potential regulatory instability facing the industry, 
it will be increasingly important to capitalise on Ireland’s 
reputation as one of the top five global hubs for MedTech.

19.  Coillte, “Irish sawmills exporting over 70% of their production to the UK”

Sectoral perspectives / continued
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Key Brexit impacts for the Manufacturing sector

Impact Key issues

Currency 1. Weak Sterling: Weak sterling makes Irish goods more expensive in the UK and UK 
substitutes are more attractive to UK businesses. 

Supply chain 2. Interlinked supply chains: Non-tariff barriers will introduce new costs and time delays 
for Irish manufacturers with interlinked supply chains across the UK and Ireland.

3. Capability gaps: The introduction of trade barriers will require Irish manufacturers to 
invest in capabilities to fill gaps in trade experience. These capabilities may be scarce and in 
high demand following Brexit.

Finance  
and funding

4. Investment decisions paused: Investment decisions are being put on hold as a result of 
Brexit uncertainty.

5. Access to finance: Brexit-based uncertainty may cause a slowdown in the UK economy, 
reduce demand for Irish exports and in turn make lenders less inclined to support Irish 
business. This risk is particularly relevant for Irish SME manufacturers.

6. FDI opportunity: The UK’s loss of Single Market access may make Ireland a more 
attractive location for FDI.

Tax 7. Financial trade barriers: The introduction of tariff and other tax barriers may increase 
the cost of Irish manufacturing exports to the UK. It may also increase the cost of UK imports 
into Ireland, impacting both finished and unfinished products. 

Regulation 8. Divergent standards: Regulatory divergence from EU standards may require Irish 
manufacturers to meet new UK standards. This could increase costs and complexity to 
produce for Irish business. Divergences could include new content, labelling and process 
requirements specific to the UK.

9. Switching notified body: Medical devices must adhere to stringent EU regulations. 
Regulators, known as notified bodies, ensure products meet required European standards. 
Irish producers with approvals from UK regulators may need to switch to notified bodies in 
other EU countries to retain Single Market compliance.

Market 10. Over-reliance on UK market: Some Irish manufacturing sectors are overly reliant on 
the UK market. This makes them more prone to Brexit impacts and makes business planning 
harder. Irish SME manufacturers are more exposed to this risk than international businesses 
with Irish operations.

11. New market entry: With so many uncertainties in the UK, Irish manufacturers are 
assessing how they could enter new EU and international markets. Irish business, particularly 
small firms, have limited experience in developing other channels in new markets, and it can 
typically take 3-5 years.

12. Competitiveness: Irish manufacturers are assessing whether operating in both the UK 
and the Republic will remain viable following Brexit. Moving production to the UK may limit 
heightened currency and trade risks of serving the UK market. This will be more difficult for 
SME businesses as the investment and skills required may not be easily accessed. 
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What’s ahead in 
Food and Drink?
Tough to digest: food and drink exporters 
already impacted

The UK is Ireland’s largest trading partner for food and 
drink and Ireland is the UK’s second-largest supplier of 
food and drink. 37% of Irish food and drink exports go 
to the UK (€4.4 billion) including 65% of all prepared 
consumer food exports, 50% of beef, 30% of dairy 
(including 60% of cheddar) and 32% of alcohol. A number 
of industries in the food sector are run on tight margins. 
The sector is jobs-intensive, deeply embedded in local 
economies and spread across all regions. Since the 2008 
financial crisis, Irish manufacturers, and in particular food 
processors, have implemented very effective productivity 
and change strategies through lean and other measures. 
This was critical to improving the overall competitive 
position of Irish exporters and, together with State support 
through the Enterprise Stabilisation and Employment 
Subsidy Schemes, the sector overcame the challenge 
posed by the financial crisis. 

UK links
UK and Irish food and drink industry supply chains are 
intrinsically linked: east-west between the Republic and 
Britain and north-south between Northern Ireland and 
the Republic. The fall in the value of sterling, which is 
structural as opposed to cyclical, has already intensified 
the competitive pressure on Irish exporters into the UK. 
Currency- and commodity-related import food inflation  
in 2010 was passed on to UK consumers through  
higher food prices. 

Key trends
Deflationary food prices, low margins and a highly 
competitive UK retail sector makes price recovery more 
difficult. In conjunction, Irish food and drink companies 
went through an intensive period of increased increased 
efficiency measures, greater capital deepening and 
business transformation during the recent recession. Most 
food processors have limited opportunities for further 
productivity gains. 

Hard discounters have doubled their market share to 
20% at the expense of larger retailers over the last six 
years, creating a stronger focus on consumer prices and 
increasing cost pressures on food processors.

Sterling’s depreciation was the main trigger for a 
fundamental realignment of supply chains in the domestic 
grocery sector which saw packaged consumer foods 
imports rise from €1.96 billion in 2006 to €2.35 billion in 
2010 and to €2.75 billion in 2012 – a period of decline in 
the overall grocery market. Any economic hit for the sector 
would have a disproportionate knock-on impact on the 
wider economy.

Sectoral perspectives / continued
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Key Brexit impacts for the Food and Drink sector

Impact Key issues

Currency 1. Weak sterling: A weak sterling makes Irish exports more expensive in the UK and UK 
substitutes more attractive to UK consumers. This makes it much more difficult for Irish 
companies to maintain competitiveness, retain market share and secure revenue returns. 
Bord Bia has estimated the loss in export value to the UK in 2016 at €570 million.

2. Currency volatility: With so many uncertainties, Brexit negotiations are likely to mean 
additional currency volatility into the future. This makes business planning and investment 
much more difficult.

Supply chain 3. Interlinked supply chains: Many firms around Ireland use materials or production 
processes that start in one jurisdiction and are finished in another. These companies are 
particularly exposed to any trade barriers and tariffs.

4. All-island production: The supply chain relationships between Northern Ireland and 
Ireland are particularly intertwined. Dairy, beef, live animals and other ingredients and 
intermediate products all cross the border in both directions for processing. 

5. UK supplier review: UK food producers and retailers are reviewing their supply chain 
policies. If currency movements or trade barriers increase the price of Irish goods, Ireland’s 
attractiveness as a supply base for UK customers will fall. 

6. Domestic sourcing policies: In the UK and elsewhere in Europe, some retailers are 
developing domestic sourcing policies for beef and dairy. Piloting of mandatory country of 
origin labelling for beef and dairy ingredients is starting in France and has been proposed in 
other states. This increases the challenges of diversification.

7. New transport and customs barriers: Many Irish food and drink producers transport 
produce through the UK to other EU markets as well as directly to the UK. Any trade barriers 
with the UK would disrupt and add costs and time to this process.

Finance  
and funding

8. Access to finance: Brexit-based uncertainty may cause a slowdown in the UK economy, 
and reduce demand for Irish exports. This risk is particularly relevant for smaller Irish-owned 
and operated food and drink producers. 

Tax 9. New tariff barriers: Any new tariffs introduced as part of a new EU-UK trading 
relationship could significantly increase the cost of Irish goods in the UK market. If current 
WTO tariffs were to apply, this would have a dramatic effect on the viability of many Irish food 
products in the UK market, potentially increasing prices by up to 60%.

Regulation 10. Regulatory divergence: Regulatory divergence from the EU norm may require Irish 
food and drink producers to meet new UK manufacturing, labelling and packaging standards 
and certification requirements. This could increase costs and complexity to produce for Irish 
business. 
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Impact Key issues

Market 11. Limited scope to cut costs: Irish food and drink companies went through an intensive 
period of efficiency and cost-cutting during the recent recession. There is limited scope for 
further savings to maintain price competitiveness in the UK market.

12. Intense retail competition: The growth of hard discounters in the UK retail market and 
aggressive competition across the retail sector has put additional pressure on Irish producers 
to remain price competitive. This is exacerbated by a weak sterling. It is very difficult to pass 
on cost increases to customers/consumers.

13. Similar consumer market: The UK is a very advanced, high-value food and drink retail 
market. UK consumers are much closer to Irish tastes than other EU or global markets. Trade 
diversion is complex and can result in less value being placed on exports. This makes market 
diversification away from the UK very difficult for Irish producers. 

14. Operating structure: Irish food producers are assessing whether moving production 
to the UK will help offset the heightened currency and trade risks of serving the UK market. 
This is particularly the case for companies with existing production in the UK. It is also being 
proposed/encouraged by some UK customers. This is more difficult for Irish SME producers 
with limited resources to expand or relocate their businesses

36 Brexit: a guide for your business

Sectoral perspectives / continued



What’s ahead  
in Financial 
Services?
Other side of the coin: Ireland to attract UK-
based financial services business post Brexit? 

According to the latest available official statistics, the Irish 
financial services (FS) sector had a turnover of more than 
€50 billion in 2012.20 The outlook is for strong potential 
growth out to 2020 and beyond.21 The sector comprises 
domestic and international banks and insurers but also 
incorporates more specialised FS businesses in fund 
and asset management, reinsurance, treasury, specialist 
lending such as aircraft leasing and more recently, fintech 
and payments. A total of 38 institutions hold Irish banking 
licences. 13 of these have a significant involvement in the 
Irish domestic banking market.22 The insurance industry 
holds €200 billion in assets in Ireland. A significant majority 
of the more than €20 billion in cross-border life insurance 
business written in Ireland each year is in single-premium 
savings and investment products.23 The Irish funds industry 
has more than €1.8 trillion in funds administered and 
€3.8 trillion of assets under administration. Ireland is the 
fourth-largest exporter of financial services in the EU with 
international financial services (IFS) accounting for 10% of 
Irish GDP. 250 of the world’s leading FS firms, including half 
of the world’s top 50 banks and half of the top 20 insurance 
companies, have internationally-focused operations in 
Ireland, employing more than 40,000 people in 20 counties 
around the country.24 

UK links
Ireland’s domestic banking sector has close links to the UK. 
The three largest retail banks all operate across the island of 
Ireland and have operations in the UK. Following the vote to 
leave the EU, IFS-businesses based in the UK may consider 
relocating to maintain Single Market access and passporting 
rights. The UK is a key source for IFS jobs in Ireland and 
many Irish FS professionals work or have worked in the  
UK during their careers.

Key trends
The EU regulatory environment is key to facilitating the FS 
single market. Under the relevant single market directive, a 
Financial Services firm authorised in a European Economic 
Area (EEA) state is entitled to carry on permitted activities 
in any other EEA state by either exercising the right of 
establishment (of a branch and/or agents) or providing 
cross-border services, referred to in Financial Services 
and Markets Act 2000 (FSMA) as an EEA right. This 
right is known as ‘passporting’). The activities that are 
‘passportable’ are set out in the relevant EU single market 
directives. Dublin is competing as a relocation destination for 
City of London businesses, alongside Frankfurt, Amsterdam, 
Luxembourg, Paris, and for some activities, Warsaw. 

The Central Bank of Ireland (CBI) has received queries from 
international institutions about locating businesses in Ireland. 

London is currently the EU’s largest fintech hub. It is an 
attractive start-up location, enabling entrepreneurs to start 
businesses in a very large and mature FS market. Dublin  
has a smaller but highly developed fintech ecosystem. 

20. CSO data
21.  CSO data
22. FSI Data
23. Insurance Ireland, “Ireland for Insurance”
24. IDA, “Delivering Global Financial Services”
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Key Brexit impacts for the Financial Services sector

Impact Key issues

Finance  
and funding

1. Financial firms may seek to relocate in Dublin. A report by Bruegel, the independent 
think tank, estimates that a significant portion of wholesale banking activity currently located 
in London could seek to relocate in Dublin, where clients within the EU27 will still be servable.

Workforce 2. Demand for talent: As new institutions locate in Ireland, there is likely to be rising 
demand for qualified staff – especially for those with prior approvals from CBI. More 
international talent will also be attracted here. 

Technology 3. Data protection: Post Brexit, the UK may not be afforded data protection equivalence. 
This may affect how and where businesses based in Ireland host consumer data for UK  
and EU customers. This will impact how FS businesses operate in Ireland, given the 
international focus on the IFS sector and the interconnectedness of domestic businesses 
with the UK market.

4. Attracting fintech: Following Brexit, London may become less attractive for start-ups 
as access to the Single Market is restricted and immigration controls are put in place. This 
presents an opportunity for the Irish FS sector to attract fintech businesses.

Tax 5. New trading barriers: Irish FS businesses with UK operations currently avail of EU tax 
reliefs and other Single Market benefits. Following Brexit, there may be tax implications for 
Irish-based FS businesses with operations in the UK. Services may be subject to new taxes, 
increasing the cost and making business between the two islands harder.

Regulation 6. Access to infrastructure: Following Brexit, UK financial institutions may lose their rights 
to passporting across the EU, impacting access to key international financial infrastructure. 
Relocating to remain in the EU will allow businesses to continue accessing infrastructure and 
schemes, including SEPA and Target 2, messaging standards, in markets: euro exchanges, 
euro clearing houses, central counterparties and central security depositories, etc. There is 
an opportunity for Ireland if UK-based businesses relocate here to maintain access.

7. Getting approval to operate: The CBI’s capacity to process new applications efficiently 
and to engage with new companies consistently as they acclimatise themselves to Ireland 
will be important to maintain confidence in Ireland as a location in which to operate. If the 
number of licences grows, the CBI will need increased resources to regulate a larger financial 
services sector. 

8. Regulatory divergence: The UK may diverge from EU norms and require institutions 
operating within and outside the UK to deal with dual regulatory regimes. There is likely to be 
increased regulatory complexity for Irish business operating in the UK – if, for example, the 
UK increased the basic requirements for open banking regulation beyond those of the EU’s 
current Payment Services Directive.

9. Loss of a policy ally: As the UK leaves the EU, it will no longer play a role in shaping FS 
regulation in Europe. Ireland benefited from aligning the interests of its FS sector with those 
of the UK. The UK’s absence in the future will present new challenges for Ireland’s FS sector 
and will require Ireland to form new EU alliances on FS policy.
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Impact Key issues

Market 10. Risk of market volatility: Brexit impacts for FS include increased uncertainty, market 
volatility, revised cost of funding, revised access to liquidity, fluctuating exchange rates, 
interest rates, growth rates, ratings, and revised risk. These factors could impact interbank 
lending, funding from the European Investment Fund and other institutions, trading facilities 
and access to European Central Bank liquidity pools.

11. Increased competition in the Irish market: The increased presence of UK institutions 
locating in Ireland post Brexit could affect local banking and insurance markets both in terms 
of competitive pressure but also technological change.

12. Loss of UK market access: Irish-based firms selling services into the UK may be 
impacted by changes to passporting rights and could see costs in the UK increase as a 
result of new trading barriers.

13. Increasing demand for limited resources: If more companies relocate to Ireland 
following Brexit, there will be increased demand for limited office space, housing, and 
education. This is also an opportunity to spread IFS jobs further outside of Dublin and to 
promote regional locations, some which have existing FS hubs such as Cork and Limerick.

Operating 
structures

14. Disrupted legal structures: Following Brexit, Irish FS businesses in the UK may need 
to adapt existing cross-border entity structures to new circumstances. This will impact how 
profits or losses are repatriated/consolidated and how Irish-based businesses operate under 
new UK regulation and governance regimes.
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What’s ahead 
in Technology, 
Telecoms and AV?
Ireland calling: immigration restrictions and limited 
Single Market access hinder UK business 

Ireland is the second-largest exporter (€57 billion per 
annum) of computer and IT services in the world. We 
exported €6.9 billion in computer services directly to the 
UK in 2015 and 24% (€225 million) of telecommunications 
and sound equipment exports. Ireland hosts some of the 
world’s largest technology and telecoms firms with nine of 
the top 10 global software companies, four of the top five 
IT services companies and the top 10 ‘born on the internet’ 
companies. Measured on a per capita basis, Ireland has 
more venture funding available than in any other country in 
Europe. More than €800 million is available through seed, 
venture and angel capital firms. 

UK links
Businesses locating in Ireland have access to the Single 
Market, an English-speaking workforce and the same 
time zone as the UK. Ireland attracts a broad range of top 
technology talent through leading international companies 
that are based here and the quality of life available. Ireland 
has become the European data centre location for many 
recognisable global internet and cloud brands. The UK 
also has considerable data centre businesses. In many 
instances, businesses have data centres in both Britain 
and Ireland to service different markets. Ireland hosts the 
major regional headquarters at EMEA (Europe, the Middle 
East and Africa) or EALA (Europe, Africa and Latin America) 
levels for many larger technology companies. 

Key trends
All EU-based organisations and start-ups currently have 
access to the EU Digital Single Market (DSM). It aims to 
improve access to digital goods and services, enhance 
digital networks and services, and harness digital for 
economic growth in Europe. The GDPR (EU General Data 
Protection Regulation) will be in operation from 2018. This 
regulation is designed to strengthen and unify personal 
data protection for individuals across the EU.

Brexit: a guide for your business40

Sectoral perspectives / continued



Key Brexit impacts for the Technology, Telecoms and AV sector

Impact Key issues

Currency 1. Weak sterling: Weak sterling makes Irish exports more expensive in the UK. This makes 
it much more difficult for Irish technology and audiovisual businesses to compete on pricing 
in the UK.

Contracts 2. Moving jurisdiction: Irish-based technology and AV businesses currently contract 
with UK and international customers under UK law. Following Brexit, firms might not be 
guaranteed the same legal protections they enjoyed during the UK’s membership of the EU. 
Businesses may have to move contracts to a new jurisdiction in the EU to continue receiving 
the same rights and entitlements under EU law.

Workforce 3. Greater access to talent: There is a huge drive from companies based in Ireland to 
attract more international talent here. Brexit immigration restrictions and limited Single  
Market access, coupled with Ireland’s dynamic technology scene, may make Ireland even 
more attractive to EU and international citizens as a location to develop their technology  
or AV careers.

Tax 4. New Trade barriers: Any new tariff or non-tariff barriers introduced as part of a new  
EU-UK trading relationship could significantly increase the cost of Irish technology exports  
in the UK market. 

Regulation 5. Regulatory divergence: The UK might not ratify the GDPR in 2018 during the Article 
50 negotiations process. This would prevent it from receiving regulatory equivalence for 
data protection. This would restrict how Irish business host consumer data for UK and EU 
customers and would impact how businesses operate in Ireland, given the level of business 
interconnectedness that exists. It could also be an opportunity for Ireland to acquire more EU 
data centre business as customers move away from the UK data centres.

Market 6. Maintaining DSM access: Post Brexit, Ireland could provide continued access to the 
DSM for businesses wishing to relocate within the EU.
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What’s ahead  
in Education?
Double lesson: new research partners may be needed, 
but scope to attract top academics

The UK and Ireland are part of a connected Anglophone 
higher education network. These connections are between 
institutions, academics, and students all contributing to 
research and shared learning outcomes. Student numbers 
in Ireland are set to increase significantly over the next 
15 years, including a 30% increase on higher education 
students by 2030 compared with 2012 volumes. All Irish 
institutions will need to address potential demographic 
challenges. Austerity has also had a significant impact on 
Irish higher education and funding of Irish institutions has 
been consistently poor.

UK links
There is a high degree of student and academic mobility 
between the UK and Ireland. There are 12,000 Irish 
students currently studying in the UK; 791 NI students 
in Ireland; and 2,000 Irish in Northern Ireland. Ireland is 
the seventh-largest source country for students in the 
UK. There are 2,330 Irish academics in the UK university 
system. There is a shared academic career system and 
environment for post-graduate and post-qualification 
experience. Post-doctoral fellows, early stage researchers, 
mid-career and senior academics seek opportunities 
in each other’s domain. The UK and Ireland have a 
long history of cooperation on educational initiatives 
including the EFFECT (European Forum for Enhanced 
Collaboration in Teaching) and Erasmus+. At present, 
Erasmus applications to study in Ireland are three times 
oversubscribed. The UK Government has indicated it is 
eager to continue to collaborate with European partners  
on major science, research, and technology initiatives. 

Key trends
The UK has played a prominent partnership role in the 
acquisition of Ireland’s research funding. Partnering with 
two other EU member states for funding is an essential 
element of the EU research application process. The 
current research framework, Horizon 2020, is the biggest 
EU Research and Innovation programme ever with nearly 
€80 billion of funding available. The UK is Ireland’s largest 
research partner under Horizon 2020 with 13.4% of 
projects won, followed very closely by Germany (13.3%) 
and Spain (10.9%). In the previous EU research framework, 
72% of total Irish drawdown for projects involved a UK 
partner. The British Prime Minister has indicated that the 
UK will seek agreement to continue to collaborate with 
its European partners on major science, research, and 
technology initiatives.
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Key Brexit impacts for the Education sector

Impact Key issues

Supply chain 1. New trade barriers: If introduced, new tariffs and customs checks will make sourcing 
from the UK less attractive for Irish educational institutions. 

Finance  
and funding

2. Reduced access to funding: The current level of interconnection between Irish and 
UK research projects may not continue following Brexit. This may reduce the amount of 
EU research funding Irish institutions can access. In the short term, during the negotiation 
process, Irish applications with UK partners may be judged less favourably because 
of the UK element of the project. However, there may be opportunities to develop new 
partnerships with other EU higher education institutions and attract large EU flagship 
projects/centres to Ireland.

3. Cross-border collaboration: There are a number of cross-border educational 
initiatives, like the EU-run and funded INTERREG programme, which may no longer be 
viable following Brexit.

Market 4. Restrictions on immigration: The UK is a popular destination for international students. 
Post-Brexit EU immigration restrictions may have an impact on international education 
programmes such as Erasmus+ and high-prestige degree programmes such as medicine 
by limiting the availability of university places all non-UK students. Irish students might move 
from the lower fees of EU citizens to the higher international fees in the UK, making education 
much more expensive and much less accessible. Irish students may have fewer opportunities 
to study in the UK.

5. Increased demand: Post Brexit, possible new UK immigration rules will place greater 
pressures on Irish institutions as more Irish students opt to stay in Ireland. It is likely that more 
EU and international students will apply for places in Irish institutions as access to the UK is 
reduced, placing further demand on Irish institutions. 

Workforce 6. Professional development: Following Brexit, Irish academics may have limited access 
to the UK, reducing research opportunities but also limiting early career development and 
professional training experiences.

7. Attracting more international talent: As the largest English-speaking nation within 
the EU, Ireland could become a major education destination for international students and 
academics unable to live and work in the UK due to immigration restrictions. However this 
will require significantly increased investment in education and research to provide the Irish 
system with the required capacity.

Regulation 8. Loss of policy ally: There is a history of higher education policy sharing between the UK 
and Ireland. Brexit could change how Ireland approaches education policy at an EU level as 
the UK will no longer be involved in these policy discussions. 

9. Divergent regulation: Divergence in UK and EU research regulations over time could 
negatively affect how ongoing and future Irish research with UK institutions is conducted. For 
example, changes in standards on health and safety, ethics and funding, could damage the 
research process and outcomes.
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What’s ahead  
in Energy?
Power cut: energy dependency vulnerable to  
possible trade disruption 

Ireland has an overall import energy dependency of 85%. 
In 2014, 97% of Irish energy imports were fossil fuels; oil 
(56%), natural gas (31%), and coal (10%). The remaining 
3% of Irish energy imports were electricity (2%) and 
biofuels (1%). Electricity network infrastructure is currently 
being planned and run on an all-island basis. Renewable 
energy capacity is also expanding, a new procedure to 
integrate wind power has been introduced, and there 
has been a large increase in investment in energy-related 
research and development over the last 10 years. 

UK links
The British and all-island electricity markets are connected 
through the East West Interconnector and the Moyle 
Interconnector. The Irish and UK gas markets are 
connected through the Moffat Interconnector and the 
Scotland to Northern Ireland Pipeline (SNIP). 46% of Irish 
electricity generation comes from natural gas. Roughly 
40% of gas powering Irish homes, businesses and power 
stations comes from the Corrib field with the remaining 
60% arriving from Britain via Moffat. 

Several energy providers (and also the network operators) 
have business interests/HQs and operations in the UK. 
While Ireland is a net importer of electricity from Britain, 
Northern Ireland is a net importer of electricity from Ireland. 

Key trends 
Due to declining North Sea oil and gas production, the UK 
is now a net importer of crude oil, oil products and natural 
gas. It increasingly sources its energy imports from outside 
the EU and the OECD, and this has a knock-on effect on 
Irish energy security. 

The European Commission has driven an energy markets 
harmonisation policy for 25 years and the UK has been  
at the forefront of this agenda. Following the 2009  
energy crisis, EU regulations provided for the sharing  
of energy resources between member states in  
emergency circumstances. 

A major element of the EU climate and energy framework 
is the European Union Emissions Trading System (EU ETS), 
the largest greenhouse gas trading scheme in the world. 
Under a ‘cap and trade’ model, a maximum (cap) is set  
on the total amount of greenhouse gases that can 
be emitted by all participating installations. Emissions 
allowances are auctioned, and then traded among 
participants of the scheme. The UK also has national 
commitments as an EU Member State under the Effort 
Sharing Decision/Regulation. 

The biggest project currently underway in the Irish 
electricity sector is the establishment of I-SEM (Integrated 
Single Electricity Market). It is a set of new common EU 
guidelines, procedures and codes to enable a single 
wholesale electricity market so that electricity and  
gas can be traded freely across the EU. 

A long-term objective of Internal Energy Market (IEM) is to 
connect Ireland to the mainland Europe electricity market 
through a French interconnector, making the EU more 
interconnected. It is uncertain how the project costs  
and associated benefits would be shared between  
Ireland and France. 
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Key Brexit impacts for the Energy sector

Impact Key issues

Supply chain 1. I-SEM impact: If Northern Ireland leaves the I-SEM post Brexit, Ireland’s market would 
become less efficient as it will have to engage with both UK and EU energy regimes. It will 
also leave Ireland exposed to UK market-specific risks outside the remit of EU regulation  
and supervision.

2. Longer-term energy security: Ireland relies on the UK for energy supplies and currently 
has guaranteed access to emergency energy supplies under EU law. Post Brexit, the UK 
would not be bound by EU regulation and it may be more difficult for Ireland to access supply 
in an emergency.

Finance  
and funding

3. Investment uncertainty: Energy is a long-term business and the sector requires as much 
certainty as possible to invest.

Tax 4. New trading barriers: Following Brexit, the introduction of tariffs and non-tariff barriers 
could increased costs for energy providers and consumers in both Ireland and the UK.

Regulation 5. Carbon trading scheme disruption: Post Brexit, the UK may not be subject to the EU 
ETS and could increase the price of carbon credits or change its emissions targets. This 
could make Irish energy imports more expensive. NI could also remain in the I-SEM and as a 
result potentially distort competition between generators. 
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What’s ahead  
in Transport  
and Tourism?
Stop the bus: transport and tourism impacted by UK 
immigration restrictions and border controls 

Transport
The Irish transport sector is made up of roads, rail, 
marine, and aviation transport. There were 9.8 billion road 
freight tonne-kms driven; 99.8 million rail freight tonne-
kms 50 million tonnes of goods handled through marine 
routes; and 149,700 tonnes of air freight in 2015. Irish 
public transport had 224.1 million passengers in 2015. 
The Irish government had almost €1.5 billion in transport 
expenditure in 2015.
 

UK links
There is a Common Travel Area between the UK and 
Ireland. This means there are no physical or financial 
customs barriers preventing the movement of people  
and goods between the two jurisdictions. For example, 
freight can leave Ireland on a truck designated as  
airfreight as long as it is then flown from a UK airport. 
Ireland and Northern Ireland have a highly integrated 
transport network with extensive cross-border road  
and public transport connections 

Key trends 
The Common Travel Area has allowed businesses, 
especially agri-food and manufacturers, to operate on 
an all-island basis. This means that raw materials, semi-
finished and finished goods are transported between both 
jurisdictions in large volumes on a daily basis. It also allows 
large UK and Irish retail chains to operate island-wide 
supply chains. The EU-US Open Skies Agreement and the 
European Common Aviation Area (ECAA) allow EU- and 
US-owned airlines to fly between any points in the US and 
EU. Airlines need to hold a US or EU aviation licence to 
access these agreements. Majority control and ownership 
by EU nationals is required to receive an EU aviation licence.

Tourism
The tourism sector was particularly exposed to the 
recession, with reduced visitor numbers and spending 
as consumer confidence weakened both in Ireland and 
internationally. Tourism is one of the island of Ireland’s 
largest indigenous industries, responsible for more than 
4% of GNP in the Republic of Ireland and employing 
approximately 143,500 people.
 

UK links
In 2016, approximately 10.5 million overseas visitors 
generated roughly €5.4 billion in revenue to the island of 
Ireland. There are over 3.5 million journeys made from the 
UK to Ireland every year, including both UK residents and 
international tourists coming through the UK. Most UK 
visits to Ireland are for leisure. Currently, the UK and Ireland 
recognise each other’s visas for international tourists. The 
UK allows travellers to enter on an Irish tourist visa and 
Ireland does the same with UK visas

Key trends 
Among other measures to revive the sector, Irish tourism 
VAT was reduced to 9% and a special tourism event, The 
Gathering Ireland, was launched for 2013. The sector has 
returned to growth over the last three years with record 
visitor numbers in 2016. 
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Key Brexit impacts for the Transport and Tourism sector

Impact Key issues

Currency 1. Weaker sterling: Weaker sterling is making Ireland more expensive for UK tourists. This 
will have a knock-on impact for Ireland’s tourism sector and may also reduce the volume of 
business travellers to the island. 

Supply chain 2. New trading barriers: Brexit is likely to cause a significant increase in new tariff and 
non-tariff barriers. This will mean increasing the volume of customs declarations as goods are 
transported in and out of the UK, delays in airports and ferry terminals as passport and visa 
checks increase and an increase in the administrative burden driving up logistical costs.

3. NI border: Should new trade barriers be introduced, it will be hard to create a fit-for-
purpose customs process for the land border following Brexit. This would reduce the 
volumes of goods and people moving across the border due to delays and increased costs 
of transporting goods in and out of Northern Ireland.

Finance  
and funding

4. New customs investment required: Post-Brexit introduction of new trading barriers 
may require installation of new customs equipment such as customs cages to hold stock for 
examination. Businesses will also need to apply new internal customs processes.

Regulation 5. New business status: Following Brexit, businesses may need additional licences to 
import and export out of the UK. (e.g. becoming an Authorised Economic Operator). These 
licences are expensive and take time to acquire.

6. Ownership impact: EU airlines require majority EU ownership to operate. Post Brexit, 
UK shares of an airline may no longer contribute to EU ownership. Affected airlines would no 
longer be compliant with EU ownership rules, and would lose their EU licences and access to 
Open Skies and ECAA.

7. Registration of transport vehicles: Following Brexit, non-UK aircraft and shipping may 
not be able to register to operate in the UK. This could impact Irish- and EU-owned transport 
companies operating in the UK. 

Market 8. Visa restrictions: Brexit could impact the British-Irish Visa Scheme and reduce  
the volume of international short-stay tourists coming to Ireland as part of planned trips  
to the UK.

Operating 
structure

9. Changes in demand profile: Restrictions on movement of goods and people in and out 
of the UK may result in changes to the demand profile on logistics and transport network 
with implications for business models and network structures.
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What’s ahead  
in Biopharma?
The hard cell: Ireland’s post-Brexit chance for 
increased biopharma investment 
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Irish biopharma manufacturers export more than €39 
billion a year and employ over 25,000 people directly and 
a further 25,000 indirectly around Ireland. In 2015, €1.5 
billion in Irish pharmaceutical products were exported to 
the UK. Around 120 international biopharma companies 
operate in Ireland today, including nine of the ten largest 
pharmaceutical companies in the world. The sector has 
made a capital investment of approximately $8 billion 
in new facilities in Ireland, most of which has come in 
the last ten years. The main pharmaceutical activities in 
Ireland are R&D, global business service centres, high-
value manufacturing, headquarters, Intellectual Property 
management, and supply chain management. The industry 
has significantly diversified in Ireland recently, with ten new 
facilities dedicated to the manufacturing of therapeutic 
proteins or vaccines. 34 Irish pharma and biopharma 
facilities have US Federal Drug Administration approval.

UK links
Through programmes such as Horizon 2020 and the 
Innovative Medicines Initiatives (IMI), the EU provides 
funding and coordinates research collaborations. The 
UK is Ireland’s most significant partner when securing 
EU research funding. There have been a number of 
pharmaceutical and biopharmaceutical-related research 
centres and clusters established in Ireland with EU and 
national funding. Cross-border research initiatives have 
also been established. Pharmaceutical research and 
development accounts for 20% of all Irish business  
R&D spend. 

UK and Irish biopharma supply chains, manufacturing 
capabilities and distribution methods are highly linked. For 
example, materials for products are sourced internationally, 
the product is manufactured in Ireland and then shipped 
to the UK for global distribution. These businesses include 
global leaders in the sector with UK headquarters.

Key trends
This is a highly regulated sector with EU and national 
regulators supervising human and veterinary medicines, 
medical devices, blood components, human tissues and 
cells. At EU level, the sector is regulated by the European 
Medicines Agency (EMA) which is based in London. Ireland 
is bidding to host this Agency in the future, as it will have to 
move once the UK leaves the EU.



Key Brexit impacts for the Biopharma sector

Impact Key issues

Supply chain 1. Interlinked supply chains: Any new trade barriers will introduce costs and time delays 
for international biopharma businesses with interlinked supply chains across the UK and 
Ireland. They will also disrupt products in transit to and from Ireland through the UK from 
mainland Europe.

Contracts 2. Slower ratification of the UPC: The UK is currently a compulsory member of the 
committee to ratify the establishment of the UPC. Following Brexit, the UK may no longer 
participate in this pan-EU initiative and as a result the implementation of the Unitary Patent 
will be delayed. It is likely that claimants to the UPC will also have to start separate parallel 
proceedings in the UK to defend patents.

Finance  
and funding

3. Investment decisions paused: Biopharma investment decisions are being reviewed 
as a result of Brexit uncertainty. Ireland could benefit from companies wanting to ensure 
investment is made within the Single Market.

4. Reduced access to funding: The current level of interconnection between Irish and UK 
research projects through Horizon 2020 and the IMI may not continue following Brexit. This 
may reduce the amount of EU research funding that Irish biopharma businesses can access 
and impact the volume of cross-border collaboration. 

5. Planning uncertainty: Lead times in biopharma are often longer than in other, more 
rapid manfacturing industries; plans are completed in years as opposed to months. Brexit-
related uncertainty will make business planning, investment and supply chain management 
more difficult. 

Tax 6. New tariff barriers: The introduction of new tariff barriers will increase the cost of Irish 
biopharma exports to the UK. They may also impact the cost and availability of Irish imports 
from the UK.

Regulation 7. Regulatory divergence: Regulatory divergence from the EU norm may drive significant 
cost for biopharma companies selling to the UK. The UK could move away from EU 
standards on medicines and medical devices regulation, IP protection mechanisms (including 
regulatory data protection, supplementary protection certificates, and orphan and paediatric 
incentives) and existing EU regulatory procedures.

8. Disruption to the regulator: The EMA is currently based in London and following Brexit 
will need to relocate within the EU. This could disrupt the EMA’s approval process and 
increase approvals lead times for medicines and devises across the EU.

Operating 
structure

9. Relocation of operations: BioPharma businesses are looking at ways they could remove 
the UK from supply chains by shipping goods directly to mainland Europe from Ireland, which 
could lead to the re-location of production, support services and distribution from the UK to 
Ireland or other EU locations.

Brexit: a guide for your business 49



50 Brexit: a guide for your business



Brexit  
Toolkit 
“No regret” actions to manage  
Brexit in your business
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“No regret” actions 
to manage Brexit

Step 1: Contain
1. Senior sponsorship: Brexit has potentially 

far-reaching consequences for business. 
Ensure you give it the appropriate 
management attention. Make a member 
of your management team accountable for 
overseeing your company’s response.

2. Start a discussion: Don’t just assign the 
“Brexit problem” to a single person to analyse 
by themselves. Start by pulling together people 
from across your business into a room and 
use the framework we’ve provided to rapidly 
identify hypotheses and areas of exposure.

3. Communicate widely and often: 
Communicate your response to Brexit broadly, 
to leadership and the wider organisation,  
to reassure them and to ensure the 
organisation continues to work in a “ 
business as usual” way. 

4. Build support networks: Avoid duplicating 
effort and building expertise from scratch; use 
external support to accelerate your response. 
Engage in forums inside and outside your 
industry to share best practices, discuss  
any legislation changes and ways to connect 
with government officials and regulators.  
Don’t go it alone.
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Step 2: Assess
5. Assess impact: Understand the likely 

scenarios and size their impacts on the 
functioning of your business (supply chain, 
markets, workforce, regulation, pricing, 
locations for activities, operating model, 
systems, data, tax etc.). Deal in probabilities, 
not myths. Refer to assessing impact and 
planning your response section below.

6. Sharpen strategies: Evaluate existing 
strategies/programmes in light of the 
scenarios – where something is definitely  
or probably right, whatever the scenario, 
proceed at pace. Where only possibly right  
or worse, then reverse engineer to make  
right or postpone.

7. Find the opportunities: Scan for new 
opportunities which are enabled under 
the different scenarios. What advantages 
might emerge? Examples include regulatory 
advantage, new markets, staff utilisation, etc.

8. Seek advice: In areas of your business with 
limited or no capability, such as legal, finance, 
technology, customer, operations or talent, 
seek external advice. Professionals in these 
areas can advise on how best to improve 
these capabilities.

9. Stay informed: Ensure your business has 
the latest business-relevant information 
when planning for Brexit. Ibec is a source for 
pertinent and timely information concerning 
your sector and Brexit. In addition, be sure to 
attend industry events to remain connected to 
what is happening in the wider economy.
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Step 3: Position
10. Establish your position: Establish what a 

desirable outcome for the business would  
look like, or more particularly, what trade- 
offs are preferable.

11. Establish channels: Establish channel(s) 
to the Government for your position or work 
through existing collective channels (likely 
through a consolidator/co-operation to avoid 
fragmentation and ensure maximum impact). 
Ibec and Ibec’s sector associations are 
actively working with companies to ensure 
that the concerns and priorities of Irish 
business are fully reflected in public policy.

Step 4: Take action
12. Contingency planning: Prepare 

contingency plans from your business 
impact analysis and agree budgets. 
Postpone actions to when there is  
greater certainty unless lead times 
demand otherwise. 

13. Monitor and prepare to act: Identify 
the information sources you will use to 
monitor changes in the assumptions 
underpinning your scenario plans. Don’t 
just focus on your business; monitor your 
partners and suppliers for contagion risk. 
Have budgets and approvals in place.  
Be ready to act.

14. Accelerate strategy: Innovate your 
disruptive response – now is as good  
a time as any to innovate your business 
model or invest in different ways  
of working.

The businesses that will thrive in this uncertain environment 
are those who take action now to understand the 
challenges and opportunities, and take advantage of:

n	 Competitors failing to adapt quickly to changes in their operating environment

n	 Changes in consumer buying behaviours in order to create a more competitive business model

n	 Volatility in asset prices in order to acquire at the right time

We have identified “no regret” actions to guide businesses through this period of uncertainty.



Impact assessment 
– future scenarios
The UK Government has stated that it will seek to leave the 
Single Market, the Customs Union as currently constituted 
and the jurisdiction of the European Court of Justice, while 
striving for a frictionless border with Ireland. What the 
world will look like for Ireland post-Brexit, however, will 
depend on the cut and thrust of the negotiations.

Businesses should avoid planning for just one outcome. Consider across the spectrum of exit scenarios and plan for  
the worst. Using the impact assessment tool, plan your likely responses to Brexit impacts and then stress test them  
using these guideline scenarios.

Scenario Description

Amicable 
transition
UK stays within the 
Single Market; four 
freedoms remain 
largely unaffected

n	 The UK maintains access to the Single Market
n	 The UK is required to accept all EU laws and rules; some soft loosening of rules on 

immigration
n	 Subsequently, new momentum in EU integration to remove some of the eurozone’s  

systemic shortcomings
n	 Short-term uncertainty of Brexit quickly overcome; financial markets recover relatively  

quickly post-exit
n	 Long-term eurozone growth outlook may improve.

Special 
relationship
UK leaves the Single 
Market; Ireland 
secures special 
arrangement on 
border

n	 The UK loses access to the Single Market 
n	 The UK has freedom to set policy/legislation in areas such as tax, employment law, inward 

investment and ownership
n	 The EU agrees to a bilateral UK-Irish agreement on trade and customs, although some 

controls on movement of people and trade will be inevitable
n	 Common Travel Area between Ireland and UK allowing for free movement of people.

Hostile 
separation 
No agreement 
between EU-UK; 
UK implements 
protectionist policies; 
threat of EU disunity 
increases

n	 Difficult negotiations: the EU defends its interests, discourages others from following the  
UK out of the EU

n	 The UK leaves talks abruptly, with few agreements in place; UK-EU trade relations end up  
at the lowest point

n	 Immediate removal of four freedoms (goods, capital, services and people)
n	 The UK implements changes to law and tax regimes to encourage FDI and entrepreneurship, 

quickly makes trade agreements with non-EU countries. 
n	 Signs of EU disunity lead to uncertainty and growing economic instability.

Clean break
UK leaves the Single 
Market and negotiates 
new trade deal  
with EU

n	 The UK loses access to the Single Market 
n	 The UK has freedom to set policy/legislation in areas such as tax, employment law, inward 

investment and ownership
n	 EU common external tariffs in place while the EU and the UK negotiate preferential trade 

deals for goods and services
n	 Border controls introduced, with restrictions on movement of people between Ireland  

and the UK
n	 Economic growth impacted by burden of sentiment of UK-EU negotiations. 
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Assessing 
impact and 
planning your 
response 
In the following section, we have identified  
actions that you can take to assess the  
impact and mitigate short-term risk against  
each of our ten themes (do now), and to  
plan your response and prepare your  
business (plan and be ready). 
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Checklist 
question DO NOW PLAN AND BE READY

Do you buy or 
sell goods or 
services with 
the UK?

First, understand your level of exposure and 
protect yourself from short-term volatility:

n	 Identify areas of exposure. Do you have 
areas of significant exposure to currency 
exchange? Look at your cost base and 
revenue streams.

n	 Stress test. At what exchange rate does 
business become unviable? Run scenarios on 
different euro/sterling FX rates to identify where 
your threshold lies.

n	 Check your contracts. Do they allow for 
currency-linked price adjustments? How might 
this impact your exposure?

n	 Hedging options. What is your appetite for 
risk? Do you hedge to manage short-term 
currency risk? If you don’t, then start talking to 
your financial advisor about options.

Identify your options for managing prolonged 
period of volatility:

n	 Explore natural hedging options. Could you 
move operations in to the UK to service your 
UK customer base? Do you have UK-based 
suppliers servicing your UK customers that 
you could pay in sterling? Could you use UK 
sources for raw materials to counter-balance 
price pressure?

n	 Look to new markets. Are you over-exposed 
to the UK market? Do you need to look for 
new markets to reduce your exposure? 

n	 Innovate your cost base. Are there 
innovations that you can make to reduce your 
cost base? For example, new digital channels 
to market, product re-engineering, etc.

Currency
One of the immediate impacts of Brexit has been a weakening of sterling against the euro.  
As with all things Brexit, we don’t know if this is temporary or a fundamental shift.

If you are exposed to sterling and you’re not actively managing foreign exchange risk, then now is the time 
to ask what your risk is, what euro/sterling exchange rate can you sustain, and how does your business or 
minimise the risk of a long-term sterling weakness?
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Checklist 
question DO NOW PLAN AND BE READY

Do you import 
or export 
goods and 
services to or 
from the UK?

Does your 
supply chain/
production 
flow across 
the border? 

Do you 
operate on 
an all-Ireland 
basis?

Do you 
transit goods 
through the 
UK? 

Do you use 
the UK as a 
land-link to 
the rest of 
Europe?

Understand how duties and border controls 
could affect your supply chain and overall 
competitiveness:

n	 Map goods: Identify your flow of goods in and 
out of the UK today to understand the scale 
of your UK trade and the possible challenge 
points in your supply chains where new costs 
and processes may be required.

n	 Processing costs: How would additional 
administrative burden impact costs? How 
would border controls impact lead times?

n	 Sensitivity: How would trade barriers 
impact price and costs? How sensitive are 
your customers to price? How tight are your 
margins? Can you absorb some of the cost? 
How will time-sensitive deliveries be impacted?

Explore options for optimising your supply 
network for duties and border controls:

n	 Supply chain reconfiguration: Could 
production capacity be moved to avoid 
customs? Are there alternative sources for  
raw materials? What alternative transport 
routes are available for goods currently  
being transported via the UK? 

 Implement initiatives to improve logistics and 
increase flexibility (e.g. managed service, 
re-letting client’s 3PL contracts to meet new 
network requirements)

n	 Assess network risk: Assess your customer 
and supplier base. How is currency volatility 
impacting their business? Are they looking for 
or resisting price increases? Are they at risk 
and what does this mean for you?

n	 Plan for borders: Identify what additional 
capability your business would need to put  
in place to support customs and start  
planning now:
• Do you have in-house trade expertise 

needed to support cross-border trade? Are 
you familiar with import/export declarations? 
If not, then plan now to plug this gap.

• Do you have a customs clearance 
agency authorised to certify and manage 
consignment across countries? If not, then 
plan the sourcing process now.

• Do you have an alternative route to 
mainland Europe if there are transit  
barriers in the UK?

Are your systems ready for border controls?  
How easily can they be reconfigured? How  
long will this take?

Supply chain 
As negotiations proceed, it will become clearer if and how Brexit will impact the movement of 
goods, services and people between the UK and Ireland. 

Businesses need to consider not only how tariffs and duties might impact their cost base and overall 
competitiveness, but also consider what capability they may need to put in place to support a customs 
border and if their current supply chains are optimised in light of potential Brexit outcomes.
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Checklist 
question DO NOW PLAN AND BE READY

Do you have 
commercial 
contracts with 
UK counter-
parties or 
under UK 
law?

n	 Conduct contract audit: Review commercial 
contracts, particularly those that run after 2019 
and assess risk, for example:

• Do contracts assume the UK is a  
member of the EU? 

• Does their ability to meet obligations 
assume free movement of goods,  
people, etc.? 

• Do contracts assume common  
regulatory regimes? 

• Do contracts allow for price increases  
in the event of tariffs? 

n	 Mitigate Brexit risk: Identify strategies to 
mitigate risk on future contracts, such as 
strengthening terms and conditions.

n	 Alternative jurisdiction: Explore options  
for alternative contract jurisdictions for 
contracts currently under UK law with  
non-UK counterparties.

Contracts 
The impact on commercial contracts in the short term may be limited, but Irish business should 
assess existing and new contractual agreements – particularly those running beyond 2019 when 
negotiations are due to be completed – to mitigate against any potential contract risks.

Finance and funding 
Post-Brexit uncertainty (along with global volatility) may have implications for FDI decisions, 
access to capital markets and access to EU funding programmes.

Businesses need to look at their investment plans and sources of finance. Are these still prudent  
and how will they be funded?

Checklist 
question DO NOW PLAN AND BE READY

Do you rely 
on FDI or EU 
grants for 
funding? 

Would capital 
market 
volatility 
impact your 
investment 
plans? 

May 
additional 
investment 
be needed in 
response to 
Brexit?

n	 Review investment plans: Review your 
investment plans. How are these impacted 
by Brexit? Do you need to delay or cancel 
investments while uncertainty prevails? Are you 
dependent upon UK partnerships for access to 
current/future EU funding?

n	 Test funding sources: Review your current 
sources of funding. How are these being 
impacted by Brexit? Is there a risk that funding 
may be stopped, restricted or costlier?  
How would volatility in capital markets  
impact your business?

n	 Scope additional funding needs: Are you 
looking at diversification, restructuring, system 
changes, etc. in response to Brexit?

n	 Line up budget approval: Scope out 
potential investment required in response 
to Brexit. Do you have budgetary approval 
lined up? Have you sources in place to meet 
additional capital requirements?

n	 New funding partners: If you are dependent 
upon UK partnerships for access to EU funding 
then start to explore alternative partnerships 
with other EU jurisdictions.

n	 Access to capital: If there is a risk to your 
sources of funding, then start to explore 
alternative sources of capital.

n	 Working capital: Assess how Brexit might 
impact cash flow (e.g. currency volatility, 
administration overheads, etc.) and potential 
implications on working capital needs. How are 
you going to fund them? Are there optimisations 
that can be made to your business to reduce 
working capital requirements? 
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Workforce 
Businesses with UK operations, or a dependency on free movement of people in and out 
of the UK, need to consider how visa restrictions may impact operations. Businesses also 
need to consider what skills they might need in the future and start putting in place plans 
to address gaps where they exist. 
 
Businesses also need to manage communications with staff, keep them abreast of changes and 
reassure them. 

Checklist 
question DO NOW PLAN AND BE READY

Do you have 
workforce in  
the UK? 

Is your 
business 
model 
dependent 
upon flexible 
allocation of 
resources 
across 
borders? 

n	 Assess impact: Assess the impact of 
restrictions on the movement of people on your 
operations and workforce:

• Do you have staff in the UK that could be 
impacted by visa restrictions? Engage  
your suppliers to audit the current state  
of your contingent workforce.

• How would restrictions on allocating 
resources across borders impact  
your business model and ability  
to deliver service?

• How would restrictions on immigration and 
longer lead times on sourcing talent impact 
operations in the UK? 

• Should recruitment plans be delayed or 
changed due to the uncertainty caused  
by Brexit plans?

n	 Communicate with employees: Start to 
communicate with staff and management.  
Give reassurance that you are on the front  
foot with Brexit.

n	 Reduce your exposure: For UK operations, 
review your long-term workforce planning 
and assess dependency on non-UK workers. 
Explore outsourcing opportunities or  
labour arbitrage.

n	 Plan for movement restrictions: If your 
business depends on flexible allocation of 
resources across borders, then evaluate 
alternate options for service delivery.

n	 Plan to fill skills gaps: Are you missing skills 
in areas that may be required post-exit, e.g. 
customs and trade expertise? Where might 
there be future over-demand for scarce talent 
as a result of Brexit? Plan how you are going  
to fill critical gaps.

n	 Opportunistically attract talent: Does 
the uncertainty caused by Brexit provide an 
opportunity to attract non-UK nationals to 
address the skills gaps that you have today?

n	 Communicate frequently: Monitor 
implications for employees as information 
emerges. Keep staff informed; maintain a  
two-way flow of communication.
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Checklist 
question DO NOW PLAN AND BE READY

Do you 
transfer 
personal data 
between the 
EU and UK?

Does your 
business have 
data centres 
in the UK?

Are your 
systems 
flexible to 
respond to 
trade barriers, 
etc.?

n	 Audit systems: Conduct a high-level 
evaluation of your system readiness in light 
of Brexit scenarios. Are your systems flexible 
enough to meet changes in border controls, 
travel restrictions, tax, legal entity, etc.? How 
significant an investment would you need to 
reconfigure or upgrade your systems?

n	 Assess data risk: Look at where you host 
and use personal data. What implications 
would restrictions on transfers of data to 
and from the UK have on your ability to do 
business? What does this mean for your  
data infrastructure?

n	 Refresh investment plans: Refresh your 
IT investment plans. Are there projects that 
should be delayed – or even expedited – while 
the outcome of a UK exit remains unclear? 
What are the lead times on critical system 
changes that may be needed? Do you have 
budgets in place or approved in principle?  
Are there changes that you can’t afford to  
“wait and see” on?

n	 Update your IT Strategy: Organisations with 
robust, flexible IT systems and infrastructure 
will, by definition, be quicker and better 
enabled to respond to Brexit impacts and 
wider digital disruption. Is now the time to 
move your business to the cloud, or restructure 
your IT functions to be more agile?

Technology 
Any impact on trade, laws or tax may have implications for IT systems requiring additional 
functionality and data to support business operations post-exit. 
 
Potential restrictions on the flow of data from inside the EU to the UK may have implications for where 
data is hosted and used.

Regulation 
Regulations are unlikely to diverge overnight, existing UK regulation derived from EU 
legislation will remain applicable post-Brexit. However, the impact on planned or future 
regulation implementation is less certain.

Divergence in regulation has the potential to create additional complexity for businesses or alter the 
competitive dynamic with UK businesses.

Checklist 
question DO NOW PLAN AND BE READY

Is your 
business 
subject to 
regulation and 
standards? 

n	 Conduct a quick scan: Regulatory risks 
are low in the foreseeable future so start by 
identifying where you might be exposed. 
Conduct a quick scan of your business to 
identify where divergence in regulation may 
have an impact. Focus on planned regulatory 
changes that have not yet been implemented. 
Where are the areas that divergence could 
have a significant impact?

n	 Monitor: Identify information sources/bodies 
that you will use to understand the impact of 
negotiations on planned regulation pre-Brexit 
and any changes in the UK regulatory regime 
post-Brexit. Assess the operational implications 
of any divergence, what would divergence 
mean to your business and is there anything 
you need to start doing now in response?

n	 Authorised representatives: Manufacturers 
dependent upon UK based authorised 
representatives to verify compliance to EU 
standards may want to source alternative 
representatives or confirm current 
representatives’ plans post-Brexit.
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Checklist 
question DO NOW PLAN AND BE READY

Do you have 
significant 
exposure 
to the UK 
market?

Are you at risk 
of increasing 
competitive 
pressure from 
UK or non-EU 
businesses  
as a result  
of Brexit?

n	 Stress-test business strategy: Assess  
the weakness and opportunities in your  
current business model. Survey your 
customers and determine the value you bring 
them, look at what your competitors are doing, 
assess industry and cross industry trends. 
Conduct scenario analysis to understand how 
sensitive your business model and business 
forecasts are to Brexit (and wider global 
change). For example:

• How sensitive is your UK customer  
base to price changes?

• How would a slowdown in economic growth 
impact your markets?

• Are there capacity or capability weaknesses 
in the UK that may be exposed by Brexit 
and could play to your advantage?

• Is your business exposed to changes 
in consumer sentiment and behaviours 
that Brexit might accelerate, e.g. digital 
channels, “Buy British” campaigns, etc.?

• How would changes in regulation, state aid, 
non-EU competition hinder, or aid, market 
competitiveness?

n	 Evaluate strategic options and start to  
act: Identify and evaluate strategic options. 
Don’t wait for an external change to force  
you to change. Start to adapt your business 
model today. 

Options to consider include:

n	 Market diversification: Now may be the 
time to explore opportunities to diversify into 
new markets, whether organically or through 
acquisition, to protect against uncertainty in 
current markets – or to take advantage of 
Brexit impacts on competitors.

n	 Product innovation: As Brexit adds cost 
and complexity to doing business with the 
UK, businesses may want to look at how 
they can add value to differentiate themselves 
from lower-cost competitors. Look across 
your industry’s value chain and where value 
is added for the customer. Could you change 
your business model to incorporate these 
activities? Or can the products or services you 
provide be re-engineered to reduce production 
costs or deliver more efficiently?

n	 Strategic cost reduction: While much of 
the low-hanging fruit may already have been 
taken out during the downturn years, if cost 
competitiveness is critical to your business 
success then now may be the time to look 
at more fundamental cost reduction options. 
Examples might include process automation, 
using digital channels to bypass other routes to 
market, using data analytics to drive efficiency, 
restructuring operations to avail of lower-cost 
countries, outsourcing, etc. 

n	 Customer centricity: While customer 
experience has become a bit of buzzword, 
customer expectations are definitely changing 
– they are more empowered, less loyal, and 
have easy access to information about your 
business and your competitors. Customer 
data analytics and digital channels can enable 
businesses to become more attuned to their 
customers’ needs and more adept at meeting 
their expectations.

Market 
Brexit may have a direct impact on not just the cost and complexity of doing business with the 
UK, but also on economic growth, consumer sentiment and competitiveness of Irish business, 
both versus the UK and non-EU competition. 
 
Businesses, particularly those with a significant exposure to the UK market, need to assess the sensitivity of 
their markets to Brexit and adapt their business model to the changing competitive landscape.
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Checklist 
question DO NOW PLAN AND BE READY

Do you have 
operations 
in the UK 
dependent 
upon free 
access to 
the Single 
Market and 
EU market 
infrastructure, 
or vice versa?

n	 Operational assessment: Assess Brexit 
impact on existing operational footprint and 
operating structure. Realign operating structure 
(legal entity, trading entity) in light of Brexit 
impact. For example:

• Will possible trade barriers necessitate  
a review of where various operations  
are located?

• Do you have services in the UK that depend 
upon access to the Single Market or EU 
market infrastructure (or vice versa)? Do 
high proportion of UK to EU exports /  
EU to UK imports?

• Do you have services that depend on 
transferring data between the UK  
and Ireland?

• Do you have partners in the UK whose 
service is dependent upon access to  
the Single Market and/or free movement  
of data?

• Do you have an existing tax-efficient supply 
chain model?

n	 Evaluate options: Begin evaluating options 
for re-locating operations/services and 
preparing transition plans. Finding suitable 
property and transitioning operations does not 
happen overnight. Line up approvals and begin 
taking small steps now.

 Think creatively: relocation and duplication of 
services may not be the only option. Don’t be 
afraid to ask if this is an opportunity to operate 
in a different way. Is there an opportunity to 
automate services, outsource, etc.? 

n	 Don’t forget the home market: While by no 
means certain, Brexit may lead to even greater 
demand for scarce commercial property in 
Ireland. If you have plans to grow headcount 
in Ireland or relocate to Ireland, then start 
planning now.

n	 Assess location planning: Consider if  
Brexit may require the relocation of talent.  
Are new UK-based operations or  
partnerships required?

Operating structures 
Brexit is likely to have an impact on many aspects of individual Irish businesses. 

Irish businesses need to consider how they structure themselves in Ireland and the UK to ensure they 
maintain their competitiveness and profitability. 
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Who can you talk 
to about Brexit?
Ibec is here to help Irish business understand 
Brexit and be ready for its impacts. Monitor  
the latest developments at Ibec’s Brexit Hub: 
www.ibec.ie/Brexit. You’ll find the latest political 
and economic analysis for Irish businesses  
and practical supports to help plan for Brexit.

Ibec
Ibec is the group that represents Irish business both 
domestically and internationally. Together, our 7,500 
members employ more than 70% of the private sector 
workforce in Ireland. Ibec and its sector groups lobby 
government, policy makers and other key stakeholders 
nationally and internationally to shape business  
conditions and drive economic growth.

Further information
For further information on how Brexit will impact your 
business, please contact Ibec:
Web search: “Ibec Brexit”
Key contact: Arnold Dillon
arnold.dillon@ibec.ie
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Loughs Agency Opening Statement 
 
Background Note 
 
Loughs Agency Headquarters are based along the banks of the Foyle at 
Prehen in Derry-Londonderry, with a Regional Office in Carlingford, Co 
Louth. 
 
Loughs Agency (the Agency) was established by the Foyle, Carlingford and 
Irish Lights Commission (FCILC), a North / South Implementation Body 
established under the Good Friday Agreement.   The Agency inherited the 
functions and responsibilities of the Foyle Fisheries Commission with 
regard to the conservation, protection, management and improvement of 
the fisheries of the cross border Foyle Area. 
 
The FCILC is legislated by the North South Co-operation (Implementation 
Bodies) (Northern Ireland) Order 1999 and the British Irish Agreement Acts 
1999 and 2002.  The Board of the FCILC reports to the North South 
Ministerial Council (NSMC) and our Government Sponsor Departments, 
both North and South - Department of Agriculture, Environment and Rural 
Affairs (DAERA) in the North and the Department of Communications, 
Climate Action and Environment (DCCAE) in the South.    
 
Loughs Agency aims to provide sustainable social, economic and 
environmental benefits through the effective conservation, management, 
promotion and development of the fisheries and marine resources of the 
Foyle and Carlingford Areas. 
 
The statutory functions of the Agency are set out in North/South Co-
operation (Implementation Bodies) (NI) Order 1999, the British-Irish 
Agreement Acts 1999 and 2002, the Foyle Fisheries Act (NI) 1952 (as 
amended) and the Foyle Fisheries Act 1952 (as amended).  
 
The Agency manages over 3,600km of rivers in both the Foyle and 
Carlingford Catchments.  It is also responsible for both sea loughs and in 
the case of Lough Foyle its jurisdiction includes an area extending 12 miles 
out to sea.  As you will see from the maps attached at Annex 1 our 
jurisdictional remit covers a wide geographical area. 
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The Agency has operated cross border with relative ease since 1952 and is 
part of the accepted structure and organisation of conservation, protection 
and development of fisheries and marine resources in the border counties 
in Foyle and Carlingford Areas. 
 
History of Loughs Agency  
 
Loughs Agency’s predecessor, the Foyle Fisheries Commission was 
established with the introduction of the Foyle Fisheries Acts in 1952 – “the 
original cross border body”. 
 
This followed a legal challenge in the 1940s which resulted in the Foyle 
Fisheries Acts being simultaneously enacted in the House of Commons in 
the United Kingdom and the Dáil Èireann in Ireland – the Foyle Fisheries 
Act 1952 in Ireland and the Foyle Fisheries Act (Northern Ireland) 1952.  
The Commission acted on behalf of the Irish and British Governments to 
manage a commercial fishery (predominantly salmon) on the Foyle, this 
included the river, lough and the sea area 12 miles out from Malin Head in 
Donegal and arcing across to Downhill in Northern Ireland.  
 
The 1952 legislation created the Foyle Fisheries Commission to conserve 
and protect the fisheries in the Foyle area on a cross border basis.  It was 
recognised then, as it is today, that salmon, poachers and pollution don’t 
recognise borders.  These are unique pieces of legislation that are in still in 
effect on both sides of the border.  They provide the Loughs Agency with 
the powers to enforce the terms of the legislation in a cross border manner. 
They empower the Fishery Protection staff to act in both jurisdictions 
allowing them to pursue prosecutions on the basis of domicile of the 
offender, irrespective of the jurisdiction in which the offence occurred within 
our catchment areas.  
 
At the time the Northern Ireland Attorney General, Edmond Warnock, 
speaking in the House of Commons said that: 
 
“I think we are making history, I think we are making good history because 
it is a great experiment in co-operation which has evoked a very 
considerable measure of goodwill”. 
 
That experiment has stood the test of time and has now been in place for 
over 65 years. 
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In 1999 the Loughs Agency was established by the North South 
Implementation Bodies Order and the British Irish Agreement Acts which 
gave the Agency the following functions: 
 

 Promotion of development of Lough Foyle and Carlingford Lough for 
commercial and recreational purposes in respect of marine, fishery 
and aquaculture matters;  

 Management, conservation, protection, improvement and 
development of the inland fisheries of the Foyle and Carlingford 
Areas; 

 Development and licensing of aquaculture and shellfisheries; and 

 Development of Marine Tourism. 
 
Challenges & Solution – Pre/Post Brexit 
 

 Legalisation 
 

We operate on a cross border basis provided by the Foyle Fisheries Acts 
and the North South Implementation Bodies Order and the British Irish 
Agreement Acts.  Post Brexit, at this point we are confident nothing will 
change in terms of our primary legislation.  
 
Although that said, the United Kingdom’s withdrawal from the European 
Union is potentially one of the biggest threats to the environment in the 
medium to long term. 
 

 Environmental Enforcement 
 
While the UK have transposed EU Directives into national legislation, as 
time passes and amendments are made to EU and UK legislation it is likely 
that both will fall out of sync. In cross border catchments how will this work?  
Although depending on the eventual deal agreed between the UK and the 
EU, the UK may have to abide by at least some EU legislation including 
environmental directives. 
 
To ensure best practice is maintained within the Agency’s remit we will 
work closely with our counterparts in Ireland, Northern Ireland and the rest 
of the UK.  We have already developed relationships at a level where this 
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will be possible to maintain in the future. The Agency also has Scientific 
Advisors from both jurisdictions, a long standing arrangement carried 
forward from the Foyle Fisheries Commission.   
 
Going forward the Agency can play a pivotal role in the delivery of Marine 
Spatial Planning (MSP), helping both jurisdictions in implementing this 
directive in the Foyle and Carlingford Areas.  Reference has been made in 
public fora to the Agency as a mechanism for implementing the NI Marine 
Act in the cross border catchments.  We are also heavily referenced in the 
NI Assembley Report on the Marine Bill as a body with a significant role in 
facilitating MSP on a cross border basis.  The Agency is a member of the 
NI Interdepartmental Marine Co-ordination Group (IMCG) which is 
facilitating co-ordination of MSP and other marine issues.    
 
The Agency will proactively continue to forge strong relationships at 
international, regional and local levels, reminding government agencies 
that we can be the delivery mechanism for many diverse issues from 
marine spatial planning, marine tourism, angling development, 
environmental conservation and protection and many more that require 
transboundary cooperation on the island of Ireland.  We will work with like-
minded organisations to ensure best practice is maintained across our 
areas. 
 

 EU Funding  
 
Loughs Agency has been successful in delivering a range of EU funded 
projects including IBIS – Integrated Aquatic Resources Management 
between Ireland, Northern Ireland and Scotland.  The IBIS project grew 
from a genuine partnership that spanned all 3 countries.  The project was 
totally and absolutely cross-border in operation, management and 
implementation.   35 researchers working on 38 separate project topics 
giving the partners 70 years of applied science supporting marine and 
freshwater management. This aquatic resource project has and will make a 
significant contribution to the region’s responsibilities under the Water 
Framework Directive and the Habitats Directive.   
 
EU funding has also acted as a catalyst in delivering cross border 
infrastructure projects such as the Malin Head development in Donegal, 
Arc Beach Activity Centre at Benone Beach, in the Causeway Coast and 
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Glens Council area and the Foyle Marina in Derry City and Strabane 
District Council area.  Funding also supported angling access projects at 3 
sites.   
 
Where these types of funded programmes are no longer available, the rate 
of growth of the tourism sector in the border areas may be negatively 
affected. Valuable and much needed environmental initiatives may cease 
and the excellent work already established could fall by the wayside.  It 
would be preferential for these programmes to continue the cross border 
work which has been undertaken over the last 20 years and target the 
underdeveloped border areas. Northern Ireland and Ireland border region 
will require a focused solution.   
 
Ms Gina McIntyre, CEO SEUPB, in her statement to the Committee 
referred to the fact that this is not something new in Europe, precedents do 
exist where non-EU countries partner EU countries. 
 

 Development of the Foyle & Carlingford Areas 
 
Protecting, enhancing and promoting Lough Foyle and Carlingford Lough 
as a destination for a variety of Marine Tourism based activities, including 
angling – game, coarse and sea.  This work will be ever more important 
post Brexit as the Agency proactively seeks to develop the tourism offering 
for local, national and international visitors.   
 
We are custodians of unique Border areas, which have endured a legacy 
from ‘the troubles’.  We have an opportunity in the border corridors to 
develop some of the least known (undiscovered) and yet best sea, coarse, 
match and salmon fishing in Europe.  This development potential will bring 
benefit to local communities, which have some of the highest levels of 
unemployment and social deprivation. 
 
In support of all of the above there is a clear need to have a dedicated 
cross border intervention programme that will tackle some of the existing 
issues and help to mitigate against future issues, as they arise.  
 
We must also continue to promote the “island of Ireland” as a destination 
for world class marine and freshwater tourism which will include angling.  
The Agency together with DAERA Inland Fisheries Division (NI) and Inland 
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Fisheries Ireland have been successfully working on this initiative and 
promoting the angling resources of the island as “Angling Ireland”.  This 
work will continue to be developed post Brexit. 
 
In Conclusion 
 
The Agency’s unique strength is the fact that it has been working on a 
cross border basis since 1952, pre EU, through “the troubles” and has 
gone from strength to strength since the Good Friday Agreement.  We have 
well established relationships and partnerships on both sides of the border.  
The experiment in co-operation and goodwill referred to in 1952 will 
continue post Brexit. 
 
Working together with 2 government sponsor departments, DAERA in 
Northern Ireland and DCCAE in Ireland, is not an issue, it is the life blood of 
the organisation.  We are funded 50:50 North and South, we operate under 
agreed governance and statutory obligations through the North South 
Ministerial Council.  We employ staff both in the North and the South.  We 
work to 2 sets of employment laws and tax regimes.  Our Board has 12 
Members, 6 southern appointees and 6 northern appointees, all working 
together for the success of the organisation. 
 
We are involved in many partnerships and work on an all island approach. 
Cross border partnership working has been key to the success of the 
Agency’s strategic plans in the Foyle and Carlingford Areas over the years. 
The Agency has developed a number of strong partnership working 
relationships, Memorandums of Understanding (MoUs) and Service Level 
Agreements (SLAs) with councils, community groups, the private sector, 
other statutory agencies and many other stakeholders on both sides of the 
border. 
 
The Foyle Fisheries Acts of 1952 pre-date the accession of either Ireland or 
the United Kingdom to the European Union.  As such, the Acts were 
conceived at a time before the cross border elements brought about by EU 
membership were introduced.  The Acts were further strengthened by the 
Good Friday Agreement and conferred more functions to the Agency.   
 
The role of Loughs Agency is unique in that it forms a template for the 
effective management and development of natural resources which 
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straddles both sides of an international border, sponsored and supported 
by 2 governments.   
 
Regardless of what the future holds for the United Kingdom and the EU we 
will continue to build and consolidate upon our past successes. We will 
continue to develop the work of the Agency through partnerships at 
international and national level, with local government agencies, with other 
government departments and local communities along the border corridor. 
The Agency has always recognised the importance of working in 
partnership to create better local environments which enhances peoples’ 
lives, supports sustainable development and protects the rich, diverse 
natural environment and resources under our care. 
 
At this time there are a lot of unknowns and uncertainty appears to be the 
biggest threat to the border regions.  The All-Island Dialogue on Brexit and 
other such events are bringing together local and central government 
agencies, the private sector and community groups.  They are providing in 
a forum where they can engage and discuss the uncertainty and the way 
forward positively for a future together whatever deal is agreed between 
the United Kingdom and the EU.   
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