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Introduction 
 
 

The Government’s recent roadmap to recovery has given greater clarity to business but it also made 

clear that our economy would be re-opening at a more conservative pace than most of our peers  

who have begun to step down the measures taken to suppress their economies in the interest 

of public health. Therefore, Ibec strongly welcomed the announcement from Government on 

Friday of the acceleration of the Covid roadmap, as well as the extension of the Temporary Wage 

Subsidy Scheme (TWSS).  

 

The length of the lockdown in Ireland will help determine the scale of the fall in economic activity. If 

our lockdown was significantly longer than most developed countries then we cannot, at the same 

time, plan to run a deficit which is at the lower end of that same group of countries. That is, unless, 

we plan to do much less to protect the economy from the economic fallout, which in turn would 

slow the recovery. In Ibec’s Quarterly Economic Outlook, we stated that it is possible to do any two 

of these three things, but not all three. This is the trilemma which the next Government will have the 

task of solving. Our view is that further significant measures will need to be taken over the coming 

months to protect the balance sheets of households and business, get people back into jobs, and 

bring forward maintenance and investment projects from an extended capital plan. 

 

 

Key Responses and Observations 

 

1.  How sustainable are these payments beyond Quarter 2 2020? 

 

Significant measures will need to be taken over the coming months to protect households and 

business, get people back into jobs, and bring forward maintenance and investment projects from an 

extended capital plan. It is essential that we initiate a phased removal of crisis related State income 

supports in line with the phased re-opening of the labour market; child and elder care operations, 

and the ability of people to return to the workplace, to avoid unintended consequences for 

individuals and society.   

 

How quickly sectors can reopen and how they recover operating under distancing and capacity 

constraints must direct much of the recovery approach and the knock-on effect towards payments.  

 

While all sectors have seen an increase in unemployment over recent weeks, the sectors most 

impacted are retail, accommodation and hospitality, and construction. A recent Ibec CEO survey 

found that almost half (48%) of respondent organisations expected some decreases in employee 

numbers and substantial decreases in staffing levels were expected in around one in ten 

organisations (10%). Four out of ten organisations expected to maintain their current employee 

levels. The impact of social distancing may make some businesses non-viable in the short-medium 

term. Ibec research found that almost half of CEOs expect a return to pre-COVID demand to take six 

months or more. In a best-case scenario unemployment will fall from a current 28% to 16% by the 

end of 2020 and falling to 7% by the end of 2021. All of this has an impact on what the needs of the 

recovering labour market will be. 
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Central Bank data shows total spending (credit, debit, ATM withdrawals) fell by around €795 million 

a week between the first week in March and the last week in April, most of which happened before 

lockdown and the pubs closed. In addition, early signs in other economies are that consumer fear of 

the virus and ongoing social distancing will play a major role along the path to demand 

normalisation. As such the impact of living with COVID-19 is likely to last a year or more. At the same 

time the risk of a cliff-edge Brexit happening in December 2020 and a prolonged reduction in global 

economic capacity and the uncertainty of global tax reform continues. Against that backdrop we 

need to provide a recovery strategy flexible enough to address these realities and supported by 

payments. 

 

 

2. How will the special employment and unemployment supports be tapered back to the levels of 

“regular” support payments? 

 

We welcome the extension of the Temporary Wage Subsidy Scheme to the end of August for all 

sectors and we believe it will then need to be tapered for a period of months for those sectors still 

not recovering. For example, hospitality may need this assistance beyond the end of the year.  If 

supports are withdrawn too quickly, they may trigger redundancies that will need to be paid out of 

the redundancy payments scheme adding further costs to the Exchequer. In the alternative, the 

Government may consider employer supports similar to the Redundancy Rebate Scheme to support 

employers needing to restructure resulting from COVID-19 impact. 

 

3. Are there targeted, sector specific supports that might continue after the PUP and TWSS have 

ceased? 

 

Labour market activation programmes will need to be targeted towards specific sectors and regions 

hardest hit by the crisis to encourage a faster recovery and the avoidance of labour market 

blackspots.  

 

There are a number of targeted sector specific supports that could be introduced or continued after 

the PUP and TWSS have ceased. They include:  

 

• A return and extension of the 9% VAT rate for the hospitality and other related sectors: 

Hairdressing, restaurants and cafés will have to make large investments in order to reopen 

and encourage customers back into their premises. 

• Continuing and extending Government financial support: Reduction in commercial rates on 

a pro-rata basis to reduction in turnover until full recovery. Greatly enhance state agency 

supports, e.g. Fáilte Ireland’s domestic tourism campaign; Bord Bia marketing supports, etc. 

•  Government should examine the range of supports required for the childcare sector based 

on the reopening strategy, the numbers of children, whether funded programmes are 

running and the fact that overheads and costs remain the same. 

• Extend the commercial rates waiver period: The Government backed ‘rates holiday’ should 

be extended beyond the three-month period for impacted tourism, hospitality and leisure 

companies. Extension to individual sub-sectors should be determined on a case-by-case 

basis to reflect businesses facing extended recovery timelines. Local authority charges to be 
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frozen and restrictions on outside-seating relaxed to allow compliance with social distancing 

guidelines.  

• Injecting additional liquidity to get the domestic food supply chain back to full operation 

(including food service and hospitality supply chains) and improve resilience of exporters: 

This should consist of a €2 billion State funded zero interest working capital fund, 12-month 

zero interest loans on State supported schemes, ISIF commercial paper purchase 

programme of €2 billion, in addition to the Pandemic Stabilisation and Recovery Fund. 

• Leveraging state backed guarantees to increase the financing available to the food and 

drink sector: Extend the proposed SME credit guarantee scheme to cover re-financing, 

increase the guarantee to 90% & facility cap to €5 million, remove facility premium on credit 

guarantee and provide State cover for loan interest. 

• Fast-track licensing for critical dairy infrastructure: Work with regulators such as the EPA to 

fast track licensing for critical dairy infrastructure; ensuring all milk being produced can be 

processed. At present, there are long unnecessary delays in the process. 

• Enhance effectiveness of S.481 tax relief in the audio-visual sector: Extend it to cover 

payments to individuals forced to work from abroad due to the COVID-19 crisis, subject to 

the individual subsequently locating to Ireland to complete the role. Finalise processing 

S.481 applications that are currently experiencing severe delays in the compliance process. 

• Government should examine the range of supports available to companies through 

Enterprise Ireland and IDA Ireland. These organisations have a large existing network of 

client companies and can be used to channel new support initiatives to their clients as a 

direct response to the COVID-19 crisis. 

 

4. Are these payments, in certain sectors/cases, acting as perverse incentives and discouraging a 

return to work? 

 

From the introduction of the Pandemic Unemployment Payment of €350 per week, employers were 

experiencing the emergence of a potential disincentive to work. Initially this was in sectors where 

the need for staff had increased (e.g. grocery retail) and where they struggled to get applicants for 

their roles. Now as we return to the workplace on a phased basis this disincentive remains and has 

spread to other sectors. This was of course an unintended consequence of the swift introduction of 

necessary measures but nonetheless will need to be urgently addressed to avoid further impacts on 

key sectors and a distortion of the unemployment figures. It is wholly appropriate to have 

introduced and keep under review, the changes to the PUP whereby those whose prior earnings 

were above €200 will continue to get €350 per week but those below €199.99 per week, will get a 

PUP of €203 per week. 

  

5. Will similar measures be implemented should any additional periods of lockdown be required? 

 

The response will need to be agile and flexible to be able to ramp up or down necessary supports 

depending on emerging conditions and additional periods of lockdown. 
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6. What will be the requirement in additional expenditure to address increased unemployment in 

2021? 

 

The crisis has altered the labour market, rapidly and radically. From a position of strength in early 

2020 with a very low level of unemployment, to a potential headline rate of over 20% 

unemployment in Q2 2020. Given the urgency and scale of this unemployment crisis, coupled with 

high levels of business disruption, a major back-to-work effort is required. The focus must be on 

labour market activation, boosting employment and individual employability to support people in 

getting back to work as quickly as possible. Recovery will be incremental and disjointed across the 

labour market as different industries recover at a different pace. It will also be important to 

recognise that Brexit and other future of work challenges are likely to have an impact in many of the 

sectors already hit by the COVID-19 crisis and planning for activation supports will be important in 

this context too.  

 

Ibec believe in addition to the cost of the TWSS and PUP schemes, an investment of €700 million in 

labour market activation measures and €300 million in increased Jobs Plus funding will be required 

to achieve the necessary outcomes. 

This would include: 

 

• Investment in new or reimagined labour market activation programmes to support the 

rapid re-employment of those newly unemployed: It is essential that individuals displaced 

by the crisis are supported to successfully resume work as a matter of priority as the 

economy comes out of hibernation.   

• Targeting labour market activation programmes towards specific sectors and regions 

hardest hit by the crisis: This would enable a multifaceted approach to encourage a faster 

recovery and the avoidance of labour market black spots.   

• Providing particular supports for youth unemployed building on the Youth Employment 

Support Scheme: This is essential if we are to keep them, especially those further 

disadvantaged by low education or skills levels, close to the labour market and avoid the 

long-lasting crisis impact on their future earnings, employment opportunities, health and 

wellbeing.   

• Enhancing short-time working programmes to provide government funded labour market 

training on the “off” days: This would allow organisations to upskill employees for new 

labour market challenges as they return to activity incrementally.  

• Redirecting funding of Labour Market Activation Programmes towards those evaluated as 

being most effective in achieving their goals (e.g. Back to Work Enterprise 

Allowance; JobBridge; JobPath and JobsPlus): This would ensure that 

the most beneficial interventions are prioritised.   

• Increasing employment support funding through JobsPlus: Hiring grants should be doubled 

to €15,000 and €20,000 (as appropriate based on eligibility criteria) over 24 months for firms 

or regions worst impacted by COVID-19. These changes should be left open-ended until the 

unemployment rate falls below 6%.  
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