
 
 

ISME Submission to the Select Committee on Budgetary Oversight 

 

1. What are the key decisions you would like to see included in Budget 

2021? 

 

ISME’s budget priorities 2021 are as follows: 

 

• Extend fiscal life-support to SMEs through targeted, grant-based 

liquidity supports. 

• Implement in full the 20 key tax recommendations made by the Irish 

Tax Institute. 

• Make permanent the temporary reduction in the punitive 23% VAT rate 

to 21%. 

• Our taxes on property, commercial rates and LPT, need to be reformed. 

• While spending on infrastructure is now at the levels we have previously 

sought, we are concerned about value for money, particularly on the 

National Broadband Plan. 

• Our inheritance Tax regime must be reformed to incentivise the scaling 

up rather than sale of family businesses. 

• Government continues to ignore the reports by the Irish Fiscal Advisory 

Council (IFAC). In view of where the global economic cycle is at present, 

this is a matter of concern. 

• Our further education and training regime is inconsistent with activating 

a bigger workforce, or training the unskilled. We also acknowledge that 

our domestic SME base requires extensive training to improve its 

productivity. We are thus advocating a basic business diploma for all 

business owners/managers (The ‘Blue Cert’), tax-incentivised similarly 

to the Teagasc ‘Green Cert.’ 

 

2. Have you costed these policies and if so, how much would they cost? 

ISME lacks State income sources and thus cannot produce statistical output 

from its own resources. However, some of our proposals would be revenue 

generative. See 5 below. 

 

 

3. Can you propose any KPIs that would allow for the impact of the policy 

to be measured? 

Despite the Covid-19 pandemic and other societal challenges, Ireland remains 

a relatively good place to live compared to some of its peers. Yet political 

discourse is regularly suffocated by cries suggesting Ireland is a third world 

country with public services to match. We therefore need an objective, 

politically neutral basis on which to identify those areas where improvement 

is, in fact, required. 

 



 
ISME therefore considers it essential that Ireland develops a Social Progress 

Indicator, hopefully agreed through the National Economic Dialogue process, 

which would contribute far more to the budgetary debate than an endless 

discursion on our GDP and our GNI*. 

 

This would require agreement among social partners on key metrics beyond 

the financial that would inform our national performance on things that mark 

our quality of life. Issues that the OECD has raised, such as numerical ability, 

literacy and problem-solving ability, and health outcomes, could be included. 

We should also incudes metrics measuring innovation and human 

development.   

4. How sustainable do you think the present expenditure levels are into 

the medium term? 

We respectfully suggest that the premise of this question does not make sense. 

We are well aware that the present trajectory of expenditure is unsustainable 

in the long and indeed medium term. However, it is the duty of good 

Governments to spend counter-cyclically. The issue ISME has with Government 

expenditure is not what it does when times are bad, but what it does when the 

economy is expanding.  

We entered the pandemic with a per capita debt of about €43,000 for every 

citizen. DFIN numbers suggest that this figure is now about €49,000. Yet we 

uncritically commit to a 2% pay rise for the public service at a time of record 

unemployment.  

Covid-19 is not our biggest budgetary problem. The fact that Ireland borrows 

a lot when times are good, and borrows a lot more when times are bad, is our 

most pressing problem.  

 

5. Are there any revenue raising measures that you would recommend 

and if so, how much do you think they could generate? 

However, because of the absence of behavioural effects in the Revenue Ready 

Reckoner, we believe that a reduction in the CGT rate to 25% would likely be 

revenue generative to the value of approximately €100m. 

 

Similarly, our proposal for a ‘Blue Cert’ for business owners and managers 

would likely cost in the €30m-€50m per annum, far lower than the equivalent 

supports to farmers. But if that spend resulted in just 1% increase in SME 

export performance, it would generate an additional €364m in SME export 

sales1 (2016 figures). 

 

 

6. How much do you think the Government should borrow to fund 

expenditure in 2021? 

 
1 Trade by Enterprise Characteristics 2016, CSO 

https://www.cso.ie/en/releasesandpublications/ep/p-tec/tec2016/ees/


 
 

 

See 4 above. 

 

The issue is not how much Government should borrow at a time of recession. 

The issue is when to stop borrowing afterwards. Even if Covid-19 endures for 

two years, it is less likely that the ‘tail’ of the recession will be as long as that 

of the Great Recession. This issue therefore is when do we get our current 

spending under control, and ensure value for money for what we spend. 

 

7. What do you think the cost of Covid-19 will be in 2021 via: 

 

a. Impact on tax receipts; and 

Impact on PAYE  

Impact on social 

Impact on VAT 

b. Covid-19 support expenditure. 

 

Exchequer figures as of 2nd October show revenues holding up better than 

expected, but this reveals systemic issues with the tax system. 

 

Income taxes were down 7.1%, less than expected. However, this is a function 

of the very high levels of progressivity in our tax system. Progressivity is 

almost universally viewed as good, yet the exemplars of social expenditure we 

typically look to in Scandinavian countries and Germany have a lower degree 

of progressivity, and everyone pays some level of tax. Our PAYE revenues are 

holding up because most are harvested from a cohort which has been less 

badly hit by the Covid-19 pandemic. We are lucky this time. Next time we may 

not be. 

 

VAT receipts are down almost €1bn in Q3. If this trend continues, Christmas 

shopping will be decimated. 

 

Corporation tax receipts are up, reflecting the negligible or positive impact of 

the pandemic on multinationals. 

 

Social and health expenditures reflect the vast majority of the increase in 

current Government spending. 

 

8. Would it be prudent to borrow in excess of what is required to avail of 

the historically low interest rates? Rather than run the risk of 
borrowing at higher interest rates in the medium term should interest 

rates rise? 
 
Yes. Seeking the longest dated debt on the lowest possible terms would be 

prudent in view of the massive size of our current Government debt. If more 
of this was borrowed domestically, it might overcome some of the problems 

we are encountering with negative interest rates on cash deposits. 



 
 

9. What are the opinions on the introduction of a digital sales tax as a 

revenue raising measure? 

 

While the levy of a digital sales tax is always regarded as an attractive option 

when considering the sales of foreign multinational giants, executing a credible 

sales tax without unintended effects upon our own retailers, especially as many 

of them migrate online, is very difficult.  

Would it be in addition to or in lieu of domestic VAT? We also see the threats 

by the US to retaliate against the UK and France for their planned digital taxes. 

We consider the risks to a small country imposing a digital sales tax on a 

unilateral basis, without OECD agreement and coverage, to be risky. 

 

10.Have you undertaken any work to forecast or estimate the 

performance of the Irish economy in 2021? Have you any projections 

for the following? 

 

ISME enjoys no income from the State, and therefore is not in a position to 

support an economics function. 

 

However, the CSO’s Q2 2020 National Accounts figures showed a decline of 

6.1% in GDP and 7.9% for GNP. This is a negative deviation of 21% towards 

a more serious contraction in the national income figures. Since SMEs are far 

more represented in the GNI* figures, which are more aligned with GNP, we 

believe the decline in the domestic economy will be significantly worse than 

the GDP figures would suggest.  

 

Regarding personal consumption, ISME saw a progressive improvement in 

sentiment throughout the pandemic, until September, and the Kildare, Laois 

Offaly lockdown. We believe trends in personal consumption will be highly 

correlated to Covid-19 restrictions, especially as we approach Christmas. 

 

We are very concerned about the continuing very high rates of youth 

unemployment, and the long-term scarring effects this could have.  

 

Regarding wealth and inequality levels, the Covid-19 pandemic is very different 

from the Great Recession. Inequality metrics (such as the Gini coefficient) fell 

during the Great Recession as unemployment peaked. The effects of 

unemployment were more evenly spread across the economy. 

 

The greater impact of Covid-19 on the hospitality, restaurant, services and 

entertainment sectors means there is a disproportionate and asymmetric hit to 

workers employed there, while workers who are capable of working from home 

have in many cases not suffered an income hit. We therefore expect the 

inequality figures to decline during the pandemic, with a proportionate rise in 

poverty and deprivation levels. 

 



 
There will be severe and lasting effects on these sectors, and the people 

employed within them, unless we are capable of adapting our ‘living with Covid-

19’ plans to them. 

 

  


