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FOREWORD

The UK is set to leave the European Union on 31 October 2019, barely three weeks after Budget Day and
just three years after the Referendum result. On whatever basis the UK may leave the EU, everybody will
have to adjust – the UK, Ireland and the EU – and Ireland needs to go forward from a position of strength,
stability and resilience.
The repeated message of the Members of the British Irish Chamber of Commerce (businesses trading
between and from both islands and sustaining over two million jobs) is simple – Ireland is a committed
member of the EU and will always have a unique and valuable relationship with the UK as our nearest
neighbour and our largest trading partner. Budget 2020 is the Government’s opportunity to make sure the
Irish economy is strong enough to withstand a “Brexit Shock” while ensuring that our own competitiveness
and our public finances are kept on a stable footing. It is within this context that this Budget submission has
been developed in autumn 2019.
At this critical time, we all have to balance short term uncertainty with long term imperatives. We have to
simultaneously protect the vulnerable, maintain stability during change and invest in our future wellbeing
and sustainability. In the following pages, reflecting the views of our Members from across Ireland and the
UK and from all sectors from Agriculture to Energy to Tech and more, we outline the budgetary approach
that we believe will deliver for the Irish economy in the short, medium and long-term. For an upward and
outward looking Ireland, we need to enable an economy that supports indigenous business as well as
foreign direct investment, that rewards risk as well as managing it and that incentivises innovation and the
open markets that grow jobs.
The coming years will remain uncertain and they have the potential to be game-changing for Ireland. If we
make smart decisions now, we can secure our immediate future and we can look to the next decade with
confidence and purpose for all our people.
John McGrane

SUMMARY OF RECOMMENDATIONS
1. PROTECTING THE IRISH ECONOMY
The Government should look to reduce Ireland’s reliance on volatile Corporate Tax receipts for the
coming years by increasing the Budget surplus or by increasing the allocation to the rainy-day fund;
Ÿ The Government should resist using “excess” corporate tax revenue for unplanned current
expenditure;
Ÿ Funding for the National Development Plan should be prioritised even if exchequer resources tighten.
Ÿ

2. ADDRESSING THE BREXIT CHALLENGE
Ireland should continue to seek temporary exemptions from EU State Aid rules to enable the provision
of assistance to businesses severely impacted by Brexit. The Chamber reiterates its view that an EU
wide Brexit Mitigation Fund should be established by the European Commission;
Ÿ To reassure Irish businesses and to offer immediate confidence to the Irish economy, the Chamber is
calling for the Irish Government to establish a €1bn “Brexit Response Fund.”
Ÿ

3. REBALANCING THE IRISH ECONOMY
Given the volatility of corporate tax receipts and increased external pressure, Ireland must look to
rebalance its economy by incentivising potential entrepreneurs to found, operate and sell their business
here. Recommendations within this Paper include:
The Government should look to incrementally reduce Ireland's headline Capital Gains Tax (CGT) rate;
The Chamber reiterates its call that the CGT Entrepreneur Relief be expanded to a lifetime limit of
€15m;
Ÿ The criteria for accessing the Key Employee Engagement Programme (KEEP) needs to be reformed;
Ÿ The process for applying for the Research and Development (R&D) Tax Credit is overly burdensome for
SMEs and must be simplified.
Ÿ
Ÿ

4. INVESTING IN IRELAND’S FUTURE NEEDS
Keeping Ireland competitive is reliant on investing in the future needs of the economy. In addition to
safeguarding the funds allocated to the National Development Plan, the Chamber would like the
Government to prioritise:
Funding for the Higher Education and Research Sector, with additional resources for UK – Ireland
initiatives;
Ÿ The Transition to a Low-Carbon Economy. The Chamber supports the ambition outlined in the Climate
Action Plan and encourages initiatives such as establishing a ‘Green Fund’ where carbon taxes are ringfenced to support low-carbon initiatives and to incentivise research in to decarbonising national
emissions;
Ÿ Housing: The Government should consider ways to divert some of the spending on the Housing
Assistance Payment (HAP) towards developing social and affordable housing or acquiring housing to
build up the portfolio of state-owned property;
Ÿ Water Infrastructure: A long-term investment is required in order to strategically address Ireland’s
water needs. The Government should ensure that funding is in place to deliver key projects.
Ÿ
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SETTING THE CONTEXT | BUDGET 2020
Since the Brexit referendum result, the Chamber has spent the past three years working with our
members preparing them for every Brexit scenario and feeding their concerns into the highest echelons of
the UK and Irish governments as well as the European Commission, Council and Parliament.
At a macro-level, the Chamber has made a positive contribution to the debate on the future relationship
between the UK and the EU by proposing our seminal Brexit Paper 'How to Make Brexit Work for All: Big
Principles for a Strong Brexit Partnership', which offered a balanced pathway forward to resolve the Brexit
deadlock .
At a micro-level, the Chamber has worked across all facets of the UK - Ireland relationship to identify
specific sectoral policy concerns in both a “Central Case” and “No Deal” Brexit scenarios. This work has
ranged from an Energy Forum on the future of the Single Electricity Market (SEM) to a UK- Ireland Ports
and Transit Dialogue. In addition, the Chamber hosted detailed policy seminars, presented in front of
Oireachtas and Westminster committees, met various UK and devolved ministers and submitted evidence
on Brexit numerous times.
It is the Chamber’s remit and work that makes us uniquely placed to comment on this Budget.
Budget 2020 takes place at a time when the probability of a “No Deal” Brexit outcome is greater than ever.
Such an outcome would put in place the biggest obstructions to UK – Irish trade since the Second World
War. Therefore, Budget 2020 may be one of the most consequential budgets in the history of the State.
The commentary and recommendations contained within this submission are within the context of a
potential “No Deal” Brexit on one hand and the potential overheating of the Irish economy on the other. It
is with this at the forefront of the Chamber’s deliberations that we have centred this submission around 4
key pillars:

1) Protecting the Irish Economy;
2) Addressing the Brexit Challenge;
3) Rebalancing the Irish Economy;
4) Investing in Ireland’s Future Needs.

While the intricacies and importance of the Irish border have rightly taken prominence in the Brexit
debate in Ireland, we should not lose sight of the importance of east-west trade with the UK to the Irish
economy and the unparalleled social and cultural relationship between the two islands. In a post- Brexit
scenario, the Chamber and others will need to play an active part in ensuring that the UK - Ireland
relationship continues to flourish and Budget 2020 should take account of this.

https://www.britishirishchamber.com/wp-content/uploads/
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/ /Big-Principles-Final.pdf

In developing our proposals for Budget 2020 across the 4 areas listed above, it has not always been
possible to distinguish between measures that are distinctly UK- Ireland focussed and measures that are
primarily aimed at Ireland’s own policy agenda and wellbeing. Consequently, the body of the document is
drafted on a more holistic basis. However, there are a number of measures set out in our proposals that
are distinctly UK- Ireland based. These include:

Brexit Response Fund;
Creation of UK - Ireland Bilateral Research Streams;
Establishment of a North South Academic Corridor;
Key Employee Engagement Programme;
Support for Irish, North - South and East - West
Energy Infrastructure.
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UK - IRELAND KEY STATISTICS
In 2018, Ireland exported €16.1bn worth of
goods to the UK, while nearly a quarter
(€19.9bn) of all Irish goods imports came from
the UK².
In 2017, the UK was Ireland’s largest services
export market with 16.4% (€26.3bn) of all
services exports going to the UK³.
The Revenue Commissioners estimate that
there are approximately 90,000 Irish traders
that either export to or import from the UK⁴,
while over 38,000 Irish companies do
business in the UK.
The Dublin - London air corridor is the second
busiest in the world.
It is estimated that between 35 – 40% of all
Irish SME goods exports go to the UK.
In 2018, Enterprise Ireland (EI) Client
companies had €7.9bn worth of exports to
the UK, the largest market for EI clients
representing 33% of all client exports⁵.
Approximately 40% of roll-on/roll-off and
load-on/load-off trade to continental EU
transits through the UK landbridge⁶.
Foreign Direct Investment by UK firms into
Ireland is valued at €61bn, while Irish direct
investment in the UK is valued at €94 bn⁷.
In 2018, €4.5bn (37% of all Irish food and drink
exports) went to the UK⁸.
In 2018, Great Britain was Ireland’s largest
tourist market. Residents of Great Britain
made over 3.7 million trips to Ireland
representing 35% of all overseas trips here.
British (excl. NI) holidaymakers spent over
€980m, over 19% of all expenditure by
overseas travellers⁹.
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There are 61,000 UK nationals employed in
Ireland¹⁰, while there are over 280,000 UK
born people living in Ireland.
The UK is a significant research partner for
Ireland with 50% of all Horizon 2020 funds
draw-down to date including a UK partner¹¹.
T h e re a re c u r re nt l y t wo e l e c t r i c i t y
interconnectors connecting the island of
I re l a n d w i t h B r i ta i n , t h e Ea st We st
Interconnector (EWIC) and the Moyle
Interconnector.
There are three gas interconnectors linking
the island of Ireland with Scotland. There is a
“South-North pipeline” from Gormanston,
Co. Meath, to Belfast. A North – South
electricity Interconnector is also planned,
while the ‘Greenlink’ electricity
interconnector between Rosslare and
Pembroke is currently at an advanced stage of
development.
Approximately 30,000 people commute
across the border for work every day¹².
According to Transport Infrastructure Ireland,
last year there were 3.9 million HGV crossborder traffic movements across 15 border
locations between Ireland and Northern
Ireland¹³.
It is estimated that there were 758,000 goods
export deliveries from NI businesses to
customers in Ireland in 2016, while there were
4 1 0 , 0 0 0 d e l i ve r i e s i n t h e o p p o s i te
direction¹⁴.

https://www.cso.ie/px/pxeirestat/statire/SelectVarVal/saveselections.asp
https://www.cso.ie/px/pxeirestat/statire/SelectVarVal/saveselections.asp
Revenue Commissioners: Customs Consultative Committee
https://www.enterprise-ireland.com/en/Publications/Reports-Published-Strategies/Export-Performance-in-Global-Markets- .pdf
https://www.imdo.ie/Home/sites/default/files/IMDOFiles/
% IMDO% The% Implications% of% Brexit% on% the% Use% of% the% Landbridge% Report% % Digital
% Final.pdf
https://www.dfa.ie/news-and-media/speeches/speeches-archive/ /april/tanaistes-address-to-the-british-irish-chamber-of-commerce-spring-dinner.php
https://www.bordbia.ie/globalassets/performance--prospects- - /export-performance-prospects- - .pdf
https://www.cso.ie/en/interactivezone/visualisationtools/brexitindicators/#
https://www.cso.ie/en/interactivezone/visualisationtools/brexitindicators/#
¹¹https://data.europa.eu/euodp/en/data/dataset/cordisH projects
¹²http://borderpeople.info/wp-content/uploads/ / /Briefing- -revision June .pdf
¹³Traffic Counts of Vehicles at the Main Northern Ireland-Ireland Border Crossing Locations,
¹⁴https://www.economy-ni.gov.uk/sites/default/files/publications/economy/Cross-Border-Trade-Survey-results-June- % VERSION% FOR% WEB.PDF
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PROTECTING THE IRISH ECONOMY
The Chamber is supportive of the Minister’s approach to Budget 2020. The juxtaposition of the Irish
economy between potential overheating on the one hand with a “No Deal” Brexit on the other means that
it is prudent with this uncertainty to adopt a two-fold strategy to the upcoming budget. For the past three
years, the Chamber has suggested that the macro-economic positioning of the Irish economy through
successive Budgets should be implemented with Brexit at the forefront of the Government’s
deliberations. Given the shadow now cast over the Irish economy because of the very real possibility of a
“No Deal” outcome and the potential implications of Base Erosion and Profit Shifting (BEPS) as well as
other external pressures, the Chamber is of the view that the following principles should underpin the
macro-economic approach to Budget 2020:
1) GUARD AGAINST THE VOLATILITY OF CORPORATE TAX REVENUE
The substantial increase in Ireland’s corporate tax receipts since 2014 has been well documented with
numerous stakeholders, including the Chamber, offering a note of caution against over reliance of this tax
stream for current expenditure. According to the Irish Fiscal Advisory Council (IFAC) in its June Fiscal
Assessment Report, “between €3bn to €6bn of the €10.4bn of last year’s corporate tax revenue could be
considered excess” . Table 1.1 illustrates the growth in corporate tax revenue between 2014 and 2018
and the gap between forecasts and receipts.

Corporate Tax Forecast vs Receipts
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Source: Department of Finance “Previous Budgets”

The Chamber acknowledges and welcomes the establishment of the National ‘Rainy Day Fund’, but
questions, considering the level of estimated “excess” in corporate tax revenue, whether such an
allocation is sufficient.

https://www.fiscalcouncil.ie/wp-content/uploads/
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/ /Full-Draft-Fiscal-Assessment-Report-June-

..pdf

RECOMMENDATION:

The Government should look to reduce Ireland’s reliance on volatile Corporate Tax receipts
for the coming years by either increasing the Budget surplus or by increasing the allocation
to the rainy-day fund. As a temporary measure, if facing an impending “No Deal” Brexit, the
Chamber recommends that €1bn of Corporate Tax revenue should be reallocated to a
“Brexit Response Fund” to be made available to support the sectors most impacted by
Brexit. This is elaborated on in the section “Addressing the Brexit Challenge.”

2) CURTAIL DISCRETIONARY CURRENT EXPENDITURE
It is to the credit of successive governments and the hard work, sacrifice and ingenuity of the Irish people
that Ireland emerged so quickly from the economic crisis that engulfed the country. While acknowledging
that government expenditure has not returned to the unsustainable levels of growth seen during the
Celtic Tiger years, in recent years there has been a significant upturn in current expenditure, which has
risen by close to 20% since 2015. The Chamber appreciates the need to re-invest in public and social
services after the crash. However, given that Ireland’s debt to GNI* remains elevated, any economic shock,
Brexit or otherwise, would jeopardise Ireland’s economy and create a void in the public finances.
RECOMMENDATION:

The Government should resist using “excess” corporate tax revenue for unplanned current
expenditure. Such consistent overruns should no longer be accepted by the Minister. Any
additional expenditure increases should be offset with expenditure reductions or revenue
raising measures elsewhere. By adopting a cautious approach in the short and medium
term, the Government will allow itself sufficient space to support the Irish economy and
specific sectors in a “No Deal” scenario.

3) SAFEGUARD FUNDING FOR THE NATIONAL DEVELOPMENT PLAN
The Chamber welcomes the Government’s commitment that the funding of €116 billion allocated to
capital expenditure under the National Development Plan will be protected in upcoming budgets. Capital
expenditure, which was decimated during the crash, is essential for growing the capacity of the economy
in the medium to long-term or providing an appropriate stimulus in a potential disorderly Brexit.
RECOMMENDATION:

Funding for the National Development Plan should be prioritised even if exchequer
resources tighten.
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ADDRESSING THE BREXIT CHALLENGE
SETTING THE CONTEXT
Every analysis undertaken has concluded that the consequences of Brexit will be severe to the Irish
economy. The ESRI’s March 2019 report ‘Ireland and Brexit: modelling the impact of deal and no-deal
scenarios’ projects that:
“in the long run (after ten years), the level of real output in the Irish economy would be
2.6 per cent, 4.8 per cent and 5.0 per cent lower in the Deal, No-Deal and Disorderly NoDeal scenarios, respectively, compared to a situation where the UK stays in the EU ”.
In consecutive pre-budget submissions, the Chamber has called on the Government to enact various
initiatives in order to mitigate against the severity of Brexit for the Irish economy. These recommendations
have included :
Commission a working group to identify the impact of Brexit on each tax heading
and to make suggestions for the appropriate response;
Increase resources for Brexit-facing state funded agencies;
Seek temporary exemptions from EU State Aid rules to enable the provision of
assistance to businesses severely affected by Brexit if required;
Simplify government supports;
Introduce a Marketing Grant for Irish companies with a presence in the UK;
Introduce a Customs Voucher Scheme to support Irish companies dealing with
customs processes for the first time;
Introduce an Import VAT Deferral Licence scheme;
Reduce the interest rate applied to the Brexit Loan Scheme.
The Chamber acknowledges the various initiatives that the Irish Government has introduced over the past
number of Budgets. The Parliamentary Budget Office (PBO) estimates that Brexit related expenditure
increased by between €92m and €171m in Budget 2019 . In particular, the Chamber welcomes the
increased funding for the Department of Agriculture, Food and the Marine, the Department of Business,
Enterprise and Innovation and the Revenue Commissioners.
More recently, the Chamber welcomes the increase in the state aid ceiling for ‘rescuing and restructuring’
to €200m and the introduction of ‘exceptional aid’ of €100m for Ireland’s beef sector from the exchequer
and the EU.
However, the Chamber calls on the Minister to build on these initiatives by working with the European
Commission to agree emergency provisions to relax state aid and competition rules for Agrifood and other
exposed sectors in the event of a “No Deal” Brexit. The importance of this measure has been further
underlined by recent calls by Britain’s food and drinks industry for a suspension of competition law in the
event of a no deal Brexit.
https://www.esri.ie/system/files/publications/QEC2019SPR_SA_Bergin.pdf
https://www.britishirishchamber.com/wp-content/uploads/2018/08/Budget-2019-WEB-Version-1.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2019/2019-06-17_tracing-brexit-related-exchequer-expenditure-budget-2019_en.pdf
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The most repeated mantra by members of the Chamber in consideration of Brexit is the need for clarity
and to be re-assured that the Irish economy can withstand a “Brexit shock”. The Chamber has long
advocated that this should be addressed at an EU-wide level with the introduction of a ‘Brexit Mitigation
Fund’ from which resources are allocated to States and sectors most exposed to the consequences of
Brexit. In the short term, the Irish Government should make it clear in Budget 2020 that it is fully behind
Irish businesses and will allocate resources necessary to shore up the indigenous sector.
RECOMMENDATION:

To reassure Irish businesses and to offer immediate confidence to the Irish economy, the
Chamber is calling for the Irish Government to announce a €1bn “Brexit Response Fund”, which
would be in addition to general mitigants already announced by the Government. Such a fund
could be used to:
Offer targeted supports for the sectors and regions most severely impacted by a “No Deal”
Brexit. Such supports should be open, transparent and easily accessible to applicants.
Re-assure workers directly impacted by a “No Deal” Brexit. In line with revisions to the
‘European Globalisation Adjustment Fund’, readjustment supports should be made available to
workers who may lose their jobs as a consequence of a “No Deal” Brexit.
Resource workers and companies that need to introduce new training/up-skilling
programmes to address impending Brexit challenges.
Introduce a support grant for Irish SMEs that export to the UK.
Introduce a customs voucher scheme to support Irish companies dealing with customs
processes for the first time. Thousands of Irish traders who trade with the UK do not have an
EORI number, an essential requirement for trading with a non-EU country.
Offer financial support for the freight and haulage ‘Intermediary’ Sector in Ireland. The
freight and haulage sectors currently have a skills deficit in customs expertise and are excluded
from Irish Government supports as they are currently considered ‘service providers’. It is our
recommendation that the Irish Government support the ‘Intermediary’ sector to hire/upskill
customs clearance agents.
Julie Sinnamon, CEO of Enterprise Ireland speaking at the Chamber's Brexit Seminar in Belfast.

Invest in recruitment and training of official agents with responsibility for ensuring
compliance with food and drug safety rules and quality standards. Maintaining access to the
European single market for Irish and NI producers will be essential post-Brexit and one way to
build confidence in the robustness of our regulatory inspections and controls is to invest in
additional personnel to conduct the necessary inspections as required.
Encourage the economic, social and cultural relationship between the UK and Ireland. As a
principle, the Chamber believes that some resources allocated to Brexit should be spent on
enhancing the unique relationship between the UK and Ireland. This includes investments in
bilateral arrangements in areas such as Culture, Education and Research, Heritage and Tourism.
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REBALANCING THE IRISH ECONOMY
For the past three years, the Chamber, working with its member firms and through its various policy
committees, has developed policy positions for rebalancing the Irish economy from its over reliance on
FDI to improving the environment in which indigenous Irish businesses can start, scale-up and compete
globally. To achieve this goal, the Chamber has made the following recommendations across our various
submissions.
THE STANDARD RATE OF CAPITAL GAINS TAX

RECOMMENDATION:

The Government should incrementally reduce Ireland's headline Capital Gains Tax (CGT)
rate to pre-crisis levels;
In the short term, a reduced CGT rate should be introduced for entrepreneurs engaged in
innovation activities to recognise the distinction between speculative gains and innovative
investments.

CGT Revised Entrepreneur Relief
In his final Budget (2017), former Finance Minister Michael Noonan promised to “review the €1 million
lifetime limit in future budgets”. Subsequent to that budget there has been no changes to the relief. In
addition, the Programme for Government sets out a commitment to “reduce the rate of Capital Gains Tax
for new start-ups to 10% from 2017 (held for five years and subject to a €10million cap on gains).”
Stakeholders have called for this change, the Government has promised it, and it should now be
implemented.

RECOMMENDATION:

The Chamber reiterates its call that the CGT Entrepreneur Relief be expanded to a lifetime
limit of €15m.

THE EMPLOYMENT AND INVESTMENT INCENTIVE (EII) SCHEME
In our previous submission the Chamber noted that, when compared to the UK’s EIS scheme, the EII
scheme is less attractive. In order to increase the number of investors who avail of the scheme, the
Government should adjust the criteria.
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RECOMMENDATION:

The annual investment limit should be increased from €150,000 to €2m;
Gains in the value of shares should be subject to capital gains tax as opposed to income tax.

THE KEY EMPLOYEE ENGAGEMENT PROGRAMME (KEEP):
In the Chamber’s ICT Policy Paper (2017) ‘Brexit: Turning an Opportunity into a Challenge’ , the Chamber
outlined that reforming the tax regime of share options in Ireland should be considered a top priority for
the Government’s ICT strategy. The Chamber outlined then and reiterates now that:
“For start-ups it is impossible to compete with multinationals in terms of salary
remuneration therefore incentives such as offering shares in the company are essential to
attracting and maintaining talent”.

The Chamber welcomed the announcement of the Key Employee Engagement Programme (KEEP) in
Budget 2018 as a positive step in the right direction. Furthermore, the Chamber welcomes amendments
to the KEEP scheme in the Finance Act 2019 that:
Doubled the maximum annual market value of shares that may be awarded to 100% of the
employee’s salary;
Replaced the three-year limit with a lifetime limit;
Increased the quantum of share options that can be granted under the scheme from €250,000 to
€300,000.
However, it is generally acknowledged that take-up of the scheme has been lower than expected.

RECOMMENDATION:

Increase the CAP on share options in issue and unexercised at any one time to €10m.
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REBALANCING THE IRISH ECONOMY
Under the current criteria, share options must have an exercise price that is not less than the market value
of the underlying shares on the date the option is granted. This is quite difficult to achieve as start-ups are
unaware of their potential market value.

RECOMMENDATION:

Publish Explicit Guidelines from Revenue on how to value share options;
That Revenue introduce a “safe harbour” approach to valuing shares;
Amend the scope of qualifying companies. As currently applied, Fintech companies are
excluded from the scheme, yet these represent one in every four start-ups;
Amend the qualifying individual criteria. As currently stipulated, it is required that the
employee must be working full-time to avail of the scheme. This fails to recognise the
reality that many start-up employees are part-time as the company is not yet able to offer
full-time hours;
Currently, shares in a holding company will only qualify where the business of the holding
company is “wholly” of the holding of shares “directly” in the qualifying company. In
practice, virtually no holding company can meet these requirements. The Chamber
recommends that the better approach taken for the Entrepreneur Relief be logically
adopted for the KEEP scheme.

THE RESEARCH AND DEVELOPMENT (R&D) TAX CREDIT
According to the Business Expenditure on Research and Development Survey 2017-2018, almost €2.8bn
was spent on research and development activities by enterprises in Ireland in 2017 . The 100 largest
businesses for R&D expenditure accounted for 75% of total R&D spend in 2017, of which 82% can be
attributed to foreign owned enterprises. The Research and Development (R&D) Tax Credit is an important
feature in incentivising innovation in the Irish economy. The Department of Finance’s Tax Expenditure
Review found that the R&D tax credit was responsible for 60% of R&D conducted here. In addition, the
same report estimated that for every €1 forgone in tax revenue, more than €2.40 in additional R&D was
conducted. As Irish indigenous companies are among the least innovative in the EU, the Chamber
welcomes the Department of Finance’s review of the R&D tax credit to which the Chamber contributed.
RECOMMENDATION:

The relief be simplified to make it applicable to SMEs;
The R&D Tax Credit be increased to 30%;
Revenue introduce a pre-approval process for claimants;
Increase the current limits to third parties and universities.
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https://www.britishirishchamber.com/wp-content/uploads/ / /British-Irish-Chamber-of-Commerce-ICT-Policy-Paper-Sep .pdf
https://pdf.cso.ie/www/pdf/
_Business_Expenditure_on_Research_amp_Development_ _ _full.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/ / - - _tax-expenditures-in-ireland-key-issues-for-consideration_en.pdf
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INVESTING IN IRELAND’S FUTURE NEEDS
Ireland is facing multifaceted changes in the medium to long-term between a rising population, a new
approach to climate and the environment, a new economic relationship with its closest neighbour and
most important trading partner. To grasp the opportunities from these changes, the Chamber would like
the Government to prioritise:
1) HIGHER EDUCATION AND RESEARCH
Over the past three years, working with our members from industry and the higher education and
research sector, the Chamber has advocated for higher education and research to be made a key
component of the Government's Brexit Strategy. The Chamber reiterates its calls for the:
Creation of a UK - Ireland bilateral research stream: Bilateral funding mechanisms between
Ireland and the UK have already been established through interagency co-operation. We now
have the opportunity to use these mechanisms to ensure continued close collaboration on
research and innovation.
RECOMMENDATION:

Establish an UK-Ireland cooperation fund to focus on areas of common interest such as,
Agri-food; Renewable energy / Climate action; Cybersecurity / AI; Smart and creative cities;
Marine; Cultural heritage; Manufacturing; Social innovation; Migration; and Financial
services. Investment by both governments would be a strong signal of their belief in a
shared future partnership. Priority should be given to sectors identified as areas at risk as
the UK leaves the EU and areas in which common regulation across the UK and Ireland will
be beneficial to both. The fund should be open to research performing organisations
working in partnership with industry and civic society organisations in both jurisdictions.

Creation of a North-South Academic Corridor: This should underpin and increase levels of
North-South student and staff mobility, enhance North-South collaborative research initiatives
and further develop existing and new multi-lateral international partnerships involving
universities in Ireland, Northern Ireland and in other countries. A practical first step in this
approach would be the establishment of a 'North-South Research Fund' financed by the UK and
Irish governments to foster areas of mutual strength.
The UK Government is committed to developing a UK Shared Prosperity Fund (UKSPF) as a replacement
for EU structural funds. Universities UK proposes that “European Structural and Investment Funds (ESIF)
should be replaced by equivalent alternative domestic funds at a UK and devolved administration level,
including funding for innovation-focused capital investment projects, of which the UKSPF must form a key
part. This could offer the opportunity for a specific funding stream for UK- Ireland collaboration.
The Chamber welcomes the recent mid-term review of Innovation 2020 by the Department of Business,
Enterprise and Innovation which highlighted that "funding for bilateral research programmes may need to
be reviewed to ensure that the fruitful collaborations between the Irish research community and its
counterparts based in the UK can continue."
15

RECOMMENDATION:

From an Irish perspective, it is proposed that additional resources of €20m per annum be
made available from central exchequer revenue as part of the national response to Brexit
to support new bilateral research funding programmes with match funding from the UK
Government.

Increased Funding for the Higher Education and Research Sector: Brexit initiatives cannot be
applied in a vacuum. There is little chance of Ireland maximising the opportunities presented
within higher education and research if the sector is not sufficiently funded.

RECOMMENDATION:

The Government should commit to plugging the funding gap for higher education over a
series of budgets. The IUA’s “Cassells Scorecard”, which looks at actual exchequer funding
for higher education against the recommended amount outlined in the Cassells Report,
illustrated a real deficit in 2019 of €138 million as against the recommendation. The
Chamber recommends that the Government steady the ship by setting out a pathway to
close the Cassells gap;
Increase the Government’s investment in R&D pursuant to the targets laid out in’
Innovation 2020’ strategy: ‘Innovation 2020’ set out the roadmap for continuing progress
towards the goal of making Ireland a ‘Global Innovation Leader.’ While stakeholders within
R&D in Ireland have made significant strides, the promise to increase total investment in
R&D in Ireland to 2.5% of GNP by 2020 has fallen significantly short. The Chamber urges the
Government to look to other countries such as the UK, which continues to ramp up its
investment in research and innovation;
The construction of an innovation campus in Dublin surrounded by a rebranded innovation
district is vital to enhance Ireland’s reputation as a top tier location for investment.
Government should work with all the Irish universities to make good on the plan
announced by the Taoiseach in July 2018 for such a campus. This would create an
internationally visible reference point for excellence in innovation in Ireland that would
help both domestic firms and multi nationals planning to invest here.

In addition, while notable progress has been made on the future skills agenda, the Chamber notes that
Ireland still falls behind in facilitating part-time education and distance learning. The route to part-time
education in Ireland is curtailed as part-time courses (with the exception of the Springboard / Skillsnet
initiatives) are not covered by the free-fees scheme. Full-time employees wishing to participate in higher
education through part-time or distance learning may see their opportunities to do so impaired by
prohibitive financial costs.
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INVESTING IN IRELAND’S FUTURE NEEDS
RECOMMENDATION:

The Chamber recommends that the Government work with partners in higher education to
look at pathways that would alleviate both financial and logistical burdens placed on
employees who wish to participate in part-time/distance learning.

2) THE TRANSITION TO A LOW-CARBON ECONOMY
The transition to a low-carbon economy will present both opportunities and challenges for Irish and UK
businesses. The Chamber welcomes the publication of the Government’s Climate Action Plan and notes
and supports the similarities between this and the policy infrastructure in the UK; for example the use of
explicit Carbon budgets, support for the decarbonisation of the electricity system and the progressive
electrification of the heat and transport sectors. The Chamber supports the ambition outlined in the
Climate Action Plan and recognises the importance of policy across both Islands remaining reasonably
aligned into the future.
It is worth noting that the target in relation to Electric Vehicles represents a significant challenge, both in
terms of ensuring investment in Charging Stations and also in terms of delivering electric vehicles on the
roads in Ireland. In relation to the former, the Chamber welcomes the Climate Action Fund and respect of
the latter, the Chamber draws attention to the fact that Ireland and the UK will have a unique dependence
on right hand drive vehicles when compared to other developed nations and the need for manufacturers
to ramp up production. It should also be noted that even with the ambitious targets set out in the Climate
Action Plan, there will still be significant dependence on the internal combustion engine in the period to
2030.
One specific concern is the current trend whereby used car imports, particularly from the UK, displace
new car sales in Ireland. This will have implications for climate strategy, tax strategy and economic activity
in Ireland. It impacts climate strategy because used cars emit higher levels of CO2 when compared to new
cars; it impacts tax strategy as the new car sales offer approximately twice the level of tax take to the Irish
exchequer when both VRT and VAT are considered than used car sales; and it impacts economic activity as
the decline in new car sales challenges the viability of the Irish dealer network. Ireland is currently
trending toward one import for every new car sale by 2020.
The Chamber believes that it is incumbent on the Government to realise current opportunities while
addressing the challenges that we face.
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RECOMMENDATION:

Continue to recognise the mutual interdependencies between the energy systems in
Ireland, Northern Ireland, Great Britain and the European Union and ensure that energy or
fiscal policies do not create unnecessary divergences that negatively impact efficiency;
Establish a ‘Green Fund’ where carbon taxes are ring-fenced to support low-carbon
initiatives;
Increase investment in Ireland’s terrestrial grid and back-up generation capacity
infrastructure, as well as Ireland’s electricity and gas interconnections with Great Britain
and electricity interconnection with France in order to support a low carbon and secure
energy system;
Increase support in research initiatives such as Carbon Capture and Storage (CCS) and
Hydrogen, which can play a key role in decarbonising national emissions;
Resource the development of bioenergy projects that capitalise on the waste by-products
of the Agri-Food and wider agricultural sector. Such projects would align with the principles
of the 'circular economy' concept as well as contribute to the enhancement of the sector's
emissions performance;
Support the development of the North – South, Celtic and Greenlink Interconnectors;
As outlined previously consider Tax measures to ensure that “used car” imports primarily
from the UK, and which emit higher levels of Green House Gases compared to new vehicles
do negate the Climate Action Plan transport emissions targets by displacing sales of lower
emissions new cars.

3) HOUSING DEMAND
As outlined in previous publications, feedback from Chamber members including UK members
considering relocation to Ireland is that the availability of suitable housing and accommodation in Ireland
is a significant concern. To alleviate pressure on the market, the Chamber asks the Government to consider
the following:
Housing Assistance Payment (HAP) scheme: The Chamber is of the view that the Housing
Assistance Payment (HAP) scheme, while serving a worthwhile purpose, has a number of
unintended consequences, not least unintentionally fuelling rental inflation. The cost of providing
HAP is increasing year-on-year and the State never owns the end product.
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INVESTING IN IRELAND’S FUTURE NEEDS
RECOMMENDATION:

The Government should consider ways to divert some of the spending on HAP towards
developing social and affordable housing or acquiring housing to build up the portfolio of
state-owned property.

Reduce VAT on new Build-to-Rent accommodation: There has been considerable focus in recent
times on the Build-to-Rent model, which offers a high-quality rental product provided by the
private sector. The viability of the Build to Rent model and the ultimate rental cost for occupants
could be improved considerably by the removal (possibly temporarily) of VAT on new
construction.
RECOMMENDATION:

To free up rental property stock for social and affordable end users, the Government should
consider reducing/removing VAT in certain circumstances.

4) IRELAND’S WATER NEEDS
A long-term investment is required in order to strategically address Ireland’s water needs.

RECOMMENDATION:

The Government should ensure that funding, planning and policy mechanisms are in place
to deliver projects including the Water Supply Project – Eastern and Midlands Region and
Greater Dublin Drainage in a timely manner.
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The British Irish Chamber of Commerce (the Chamber) was
founded in 2011 ahead of the historic visit of HM Queen
Elizabeth II to Ireland and the subsequent State visit of
President Michael D. Higgins to Britain. The Chamber’s raison
d'être is to champion, protect and grow the trading and
economic relationship between the UK and Ireland, a trade
which now exceeds €70bn per annum and directly supports
400,000 jobs evenly spread across the two countries. One of
the key goals of the Chamber has been to ensure that any
barriers that may impede the trade between the UK and
Ireland are overcome and to plot a course forward for the
closest possible economic and trading relationship.
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