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Introduction and Context: 

The British Irish Chamber of Commerce (the Chamber), the only organisation representing business 

activities with interests across the two islands of Great Britain and Ireland, welcomes the opportunity 

to respond to the consultation paper ‘Your Vision, Our Future’ by the Commission on Taxation and 

Welfare. The Chamber’s submission aligns with the organisation’s raison d'être of maximising the 

trade and economic relationship between the UK and Ireland. Therefore, this submission focuses on 

tax reform as opposed to Welfare, with the explicit aim of creating a tax system that is conducive to  

trade and investment. The recommendations contained within this submission are derived from a 

Consultative Forum held with appropriate representatives and experts from within the Chamber’s 

membership supplemented with previous pre-Budget submissions.  

Key Recommendations: 

• The Chamber advises that the Department of Finance move away from the traditional Static 

scoring for revenue forecasting of tax changes which fails to consider behavioural changes. 

Dynamic Scoring should be the preferred model for tax revenue forecasts.  

 

• The Irish tax system is now unnecessarily burdensome and at times contradictory to the 

detriment of individuals, indigenous businesses, and foreign direct investment. To address 

this, the Chamber recommends the establishment of a body equivalent to the UK’s Office of 

Tax Simplification. 

 

• As a consequence of impending changes to Ireland’s Corporate Tax regime due to the OECD’s 

Base Erosion Profit Shifting (BEPS) framework, Ireland will need new differentiators in its tax 

offering. To this end, the Chamber recommends significant reform of Ireland’s anti-

competitive marginal income tax rate.  

 

• Incentivising Investment in the Irish Economy. The Chamber is of the view that the exchequer 

is now overly reliant on Corporate Tax receipts from the Multinational Sector therefore reform 

in taxes applied to indigenous businesses is essential to incentivise investment in the Irish 

economy. This submission includes suggested changes to Ireland’s Capital Gains Tax regime 

and R&D tax credit, as well as other tax reliefs that should be amended to ensure the economy 

is appropriately balanced between FDI and the indigenous sector. 

 

 

http://www.britishirishchamber.com/


3 | P a g e  
 

Dynamic Scoring: 

The Chamber is of the view that the Commission should recommend that the Department for Finance 

move away from the traditional Static scoring in its approach to estimates, which fails to consider 

behavioural changes. Dynamic scoring, on the other hand, assumes that changes to tax influence 

behaviours, and therefore impact savings, investments, and expenditures.  By failing to adopt to a 

dynamic scoring modelling the Department is likely to understate potential benefits of certain tax 

reliefs or tax cuts. Such examples include the benefits derived from the Special Assignee Relief 

Programme (SARP) and the potential net positive income effect for the exchequer that a cut in Capital 

Gains Tax would have. 

Simplification of the Taxes Applied to Businesses:  

One of the key principles of an efficient tax system is “simplicity”- so that individuals and businesses 

are aware of the tax rules and their corresponding obligations. A tax system should aim to be as clear 

and straightforward as possible as to alleviate unnecessary time delays and additional costs. 

Participants at the Consultative Forum believed that Ireland’s tax system was in urgent need for an 

overhaul as it had become too convoluted for businesses completing their returns. In turn, the 

structure and burdensome nature of Ireland’s tax system is now acting as a disincentive for foreign 

investors considering locating in Ireland. Participants gave examples of the multiple tax rates applied 

to businesses across numerous sources of revenue such as the three rates of Corporation Tax currently 

applied in Ireland (12.5%, 25%, 33%). In addition, participants noted that the topic of “surcharges” are 

generally absent in discussions surrounding Ireland’s corporate tax regime. Upon the introduction of 

a global minimum effective tax rate of 15%, this will further complicate the corporation tax regime. 

To provide clarity and keep Ireland competitive as a jurisdiction to both attract FDI but also encourage 

growth of indigenous businesses, the corporation tax rate applying to the disposal of any asset used 

in the course of the trade should be taxed at the trading tax rate. Applying the capital gains tax rate 

to profits on the disposal of assets used in a trade is more of a significant factor in determining location 

choice for FDI than applying a 25% rate to passive income.  It was the view of some participants that 

there is now a disconnect between the external message that the IDA promotes that Ireland’s tax 

regime is simple with the reality as applied today. This is being further exacerbated by the layering of 

additional rules and obligations onto our tax system, such as the Anti-Tax-Avoidance Directive (ATAD) 

and the OECD’s Base Erosion Profit Shifting (BEPS) measures, without amending our wider tax rules, 

often leading to overlaps and contradictions between rules in the tax system.  

With the additional layering of tax rules through the adoption of international agreements on tax, our 

tax system is becoming complicated, with both new and existing tax provisions addressing the same 
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tax risk.  For example, layering a general interest limitation rule on top of our pre-existing targeted 

interest measures risks creating business distortion, an unnecessary compliance burden and 

unintended consequences. As such a holistic approach needs to be taken to assess these potential 

pitfalls and whether the existing tax provisions are still required. 

Recommendation: The Chamber is of the view that the Commission should recommend the 

establishment of an Office for Tax Reform akin to the UK’s Office for Tax Simplification (OTS). In the 

UK, the Office of Tax Simplification is a statutory body that offers recommendations and advice to the 

Chancellor of the Exchequer about how to make the UK tax system simpler, not least for smaller 

businesses. Its responsibilities include providing and publishing advice to the Chancellor, on request, 

or as the OTS considers appropriate, on the simplification of the UK tax system. 

R&D Tax Credit  

While Ireland’s research and development (R&D) tax credit scheme is generous in comparison to some 

of its international peers, it is limited in its application and is restrictively tailored towards the largest 

multinationals. The largest 100 firms in this space account for 75% of total R&D expenditure in Ireland, 

of which over 80% can be attributed to foreign owned enterprises. The R&D tax credit covers 60% of 

the research conducted in Ireland but many smaller companies struggle to navigate the administrative 

process as they don’t have the resources needed to complete the extensive documentation required. 

In addition, companies must also demonstrate a scientific or technological advancement- this can be 

challenging for smaller firms if they fail to demonstrate this subjective requirement. The Chamber 

heard numerous representations that Ireland’s R&D tax credits scheme is not fit for purpose and the 

difficulty involved in securing funding acts as a strong disincentive for engaging with it. Jurisdictions 

like Belgium and Austria offer R&D funding on a cash per headage basis as opposed to Ireland’s credit 

system. The Chamber heard from members who have specifically located jobs in these countries over 

Ireland as a direct result of this.  The Chamber supports the findings of the OECD report 'SME and 

Entrepreneurship Policy in Ireland' whose recommendations include setting a clear objective to 

increase the intensity of R&D and innovation activity by smaller Irish-owned enterprises and to adapt 

the R&D tax credit instrument to encourage innovative collaborations by SMEs. 

Recommendation: Simplification of the application process for R&D supports that gives businesses 

more certainty about their entitlements, akin to the UK’s simplified “SME friendly” version for 

businesses with less than 500 staff.  
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Ireland in a Post-BEPS Environment  

For sixty years Ireland's economic policy has been firmly focussed on attracting and retaining Foreign 

Direct Investment (FDI). A central pillar of this approach has been Ireland's internationally competitive 

corporate tax rate of 12.5%.  This strategy has been highly successful for Ireland with global household 

names making Ireland their European headquarters; over 250,000 workers are employed in Irish based 

multinationals. In addition, Corporate Tax revenues have now exceeded €15bn, representing nearly a 

quarter of the exchequer’s total tax revenue.  However, Ireland has now signed up to the OECD’s anti-

Base Erosion and Profit Shifting (BEPS) 2.0 plan which will result in a 15% minimum effective rate on 

multinationals with a turnover in excess of €750 million, to take effect from 2023. With just ten 

corporations accounting for over half of Ireland's corporate tax revenue, significant disruption to 

Ireland's corporate tax regime would have a profound impact on the exchequer. According to the 

Department of Finance, approximately €2 billion of Ireland's annual Corporate Tax revenue could be 

in jeopardy, although others including the Irish Fiscal Advisory Council suggest it could be significantly 

higher.  

To ensure Ireland remains an attractive proposition for foreign direct investment to both locate and 

remain here, other key differentiators will become more important. Since the introduction of BEPS 

and EU Anti-Tax Abuse Directives, the substantive presence of a company in a jurisdiction will be more 

influential where taxes are paid, i.e. where employees are physically located will impact where a 

company has obligations to pay its tax. With the narrowing of the corporate tax rate differential 

between Ireland and other countries upon introduction of a global minimum effective tax rate, 

building a reputation as being an attractive place for talented people to locate will be essential. This 

is in addition to other tax factors and nontax factors that will play an important part in attracting FDI 

and talent to Ireland. If companies have more substance in Ireland, the country will benefit twice over- 

from more corporation taxes as well as more income taxes from the jobs themselves. Therefore, the 

personal tax regime will be an important element for Ireland to attract and retain high value talent.  

Ireland's marginal rate of income tax is currently a significant outlier in the OECD with only flat tax 

countries having a lower entry point to their marginal rate than Ireland. This is already impeding 

Ireland’s ability to attract talent and will be exacerbated further in 2023 when BEPS is applied. Table 

1.1 outlines how Ireland’s effective tax rate widens significantly in comparison to other English-

speaking countries as incomes rise. These countries tend to be the same countries Ireland competes 

with for talent.  
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Table 1:1 ‘OECD Taxing Wages 2021’ 

 Source: OECD ‘Taxing Wages 2021’. 

 

A Chamber member from the Forum who represents a medium sized multinational articulated that 

Ireland’s current marginal tax rate is already impacting upon their company’s ability to attract talent 

to the country. Furthermore, the company has had to move away from locating some high earning 

positions from Ireland due to the onerous tax wedge on the potential employee, which would amount 

to an effective pay cut should they relocate here. Previously, this company “tax equalised” in terms of 

paying beyond the standard rate to ensure theses employees net income was not unduly impacted by 

the move to Ireland but now, they are simply locating the jobs elsewhere. For example, they could not 

fill a role in Ireland due to the tax impediment, so they hired a Senior VP in the UK. This member 

predicted that further jobs which report to this Senior VP will have to be in the UK in the future as new 

employees desire to be situated close to decision makers, a potential loss of dozens of subsequent 

jobs due to the inability to locate the Senior VP in Ireland.  

A second participant from a professional services firm spoke of a multinational which tried to transfer 

some employees to Dublin. They brought several prospective employees over, had them sold on the 

job and their prospective lifestyle in Dublin, but when faced with the effective pay cut paying Irish tax 

would entail, each employee decided against the move. In a post-BEPS environment, the exchequer 

will face the double hit of losing the income tax from the high earners and from further reliant jobs 

but also to Corporation Tax, as the company now has a larger substantive presence in a third country 

and must pay a proportion of its tax there. 

 

Country  Tax as a % of Income: (Single 

person on the Average Wage) 

Tax as a % of Income: 

(Single person on 167% 

of the Average Wage) 

Ireland  33.6 42.1 

UK  30.8 37.2 

US 27.2 33.8 

Australia 28.4 34.7 

Canada  30.9 34.1 

New Zealand  19.3 24.6 
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Relying on employers to pay higher salaries to compensate for the high personal tax regime in Ireland 

is not sustainable and disincentivises businesses locating to Ireland. In particular, the amount of social 

insurance contributions, for both employer and employees, is high and out of sync with many other 

European countries that place a cap on the amount of earnings that are subject to social insurance.  

Covid-19 has also brought to the fore working from home and the location of mobile/offsite 

employees. Participants gave numerous examples of clients who had allowed their employees to work 

from home outside of the Irish State over the past two years. They noted that it came with headaches 

around tax by having foreign payrolls but with the huge tax burden on individuals in Ireland, keeping 

the jobs abroad may, on balance, be more beneficial.  One participant has heard of companies doing 

this  already. These are typically the more high-end jobs and are directly due to onerous taxation. Post-

pandemic, remote working has become normalised making locating employees abroad increasingly 

viable. The tax system must adapt to ensure that mobile employees working in multinational 

companies are appropriately incentivised to stay in Ireland. Failure to address this issue will have 

significant consequences for the exchequer going forward. 

Recommendation: Substantive presence requirements following BEPS make the attraction of jobs to 

Ireland ever more important for sustainable tax receipts. Ireland should reform the personal tax 

regime (including social insurance contributions) to ensure Ireland remains an attractive place for 

employees and entrepreneurs to locate. 

Special Assignee Relief Programme (SARP) 

SARP provides Income Tax relief for people who qualify who are assigned to work in Ireland from 

abroad. The views of the British Irish Chamber of Commerce is that the SARP scheme, while far from 

ideal in terms of its applicability, is an important instrument in attracting talent to Ireland and should 

be maintained. The Chamber is of the view that the “cost” of SARP as a tax expenditure should not be 

discussed in isolation from its economic benefits. According to the Department of Finance, SARP is 

estimated to cost €40m per annum but it supports close to 1,500 highly paid executives up from 100 

in 2012. It makes a significant contribution to the exchequer and to the economy. In relation to SARP, 

one Chamber member said, “it was key for four or five people in her organisation and those senior 

executives act as a magnet, employees want to be close to the decision makers.” In an ideal scenario 

there would be no need for SARP but given other countries have these types of regimes to attract high 

value talent, Ireland also needs a competitive SARP regime. In a post-BEPS context, SARP will be an 

important instrument in attracting talent to Ireland, enabling substance and value creation which will 

become even more imperative than it is now. 
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However, the current criteria applied to SARP has its drawbacks and is considered as less 

comprehensive as similar schemes adopted by many of Ireland’s competitors.  The Chamber believes 

that the scheme as currently implemented disadvantages indigenous Irish businesses and sectors such 

as the tertiary sector as it is not applicable to new hires, only intra-company transfers. Many 

indigenous businesses do not have presences abroad to transfer employees from and as such cannot 

avail of this relief in attracting talent. 

Incentivise Investment in the Economy 

Taxation is an important lever that the Government can use to drive economic growth, improve 

competitiveness, and incentivise investment in the economy. Over the past five years, the Chamber 

has been advocating for the rebalancing of 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. The Chamber believes that Ireland's new economic model should be one that continues to 

attract the best FDI in the world and one that fosters indigenous talent and innovation. However, for 

this to be achieved taxes applied to indigenous businesses need to be reformed.  

Capital Gains Tax: 

Ireland's standard rate of Capital Gains Tax (CGT) is the third highest in the OECD. The Chamber has 

consistently stated that Ireland's CGT rate is an impediment to investment. The Chamber strongly 

disagrees with the current static forecasting model adopted by the Department for Finance which 

forecasts a loss to the exchequer if the standard CGT rate was to be reduced. There is currently a 

deadweight loss to the exchequer from the high rate of CGT. Reducing this rate would allow businesses 

to dispose of assets and re-invest this, to the overall benefit of the exchequer. The previous time the 

Minister for Finance cut the CGT rate to 20% from 40% tax receipts ballooned, even when excluding 

property transactions. This view is shared not just by the Chamber but by most business 

representative groups and tax experts including the OECD which stated that:  

 “The Irish Capital Gains Tax rate of 33% is high compared to the OECD mean, which may discourage 

investment and entrepreneurship”. 

Some ideas that the Commission should consider when assessing the Capital Gains Tax Rate and 

application include:  

• CGT relief should be offered to businesses that dispose of a sizeable property in an area 

primed for residential development. Rollover relief for the business would apply if the 

business reinvested in qualifying assets.  
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• The Chamber has always advocated for the standard rate to be reduced to 20%, however in 

the short term the Government should consider two separate regimes for speculators and 

investors. 

• The CGT Entrepreneur Relief lifetime cap should be raised to €15m and include external 

investors. 

• This entrepreneur relief should be expanded to cover dividends paid out from a business. 

The relief can only be realised now upon the disposal of a business which does not 

incentivise long term investment. 

Key Employee Engagement Programme (KEEP) 

The Key Employee Engagement Programme (KEEP) needs to be amended if it is to succeed in its 

objective to assist start-ups in attracting and retaining staff. Take up has been poor which indicates 

that the scheme is not appealing. An agreed 'Safe Harbour' approach with Revenue should be adopted. 

This would mean that Revenue would offer assurances to the taxpayer that the share valuation is not 

less than market value for tax purposes where the taxpayer had adopted the safe harbour approach 

to KEEP shares. In addition, the cap on options granted should be removed. 

Conclusion:  

The global tax environment in which Ireland has been successfully operating under for decades is 

about to be fundamentally changed with the implementation from BEPS. The Chamber is of the view 

that the Commission should use this opportunity to shore up Ireland’s global offering by improving 

other factors that FDIs consider when assessing their global locations such as the tax wedge on their 

employees. In addition, the Chamber is of the view that indigenous sector’s potential growth and in 

turn taxable revenue has been diminished by Ireland’s anticompetitive indigenous tax environment. 

It is the view of the Chamber that reform in areas such as CGT will yield greater revenue for the 

exchequer.  

 


