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Introduction and Executive Summary  

The Irish Small and Medium Enterprises Association (ISME) was formed in 1993 to guarantee that Small and 

Medium Enterprises in Ireland have an independent voice.  The Association represents in excess of 9,000 

SME businesses throughout the 26 counties. Our independence stems from the fact that as a business 

organisation we uniquely rely on the resources of our members. We are not reliant on big business which 

compromises other representative organisations. We are the only independent representative body for SMEs 

in Ireland. 

ISME welcomes the opportunity to present this submission in anticipation of the upcoming European and 

local elections in order to outline the priority agenda that the Association would like to see addressed with 

regard to the future development and growth of the SME sector. Obviously our concerns and observations 

are primarily focussed on SMEs and in particular, Owner managers, the risk takers of the Economy. 

Recognition of the contribution that entrepreneurs make to the economy of Ireland is long overdue. In addition 

to providing a range of goods and services to all sectors of the economy, they are a vehicle for economic 

growth, job creation, competitiveness, innovation and social cohesion.   

The current crisis has once again demonstrated that SMEs act as an important buffer in economic downturns 

and are much more reluctant to dismiss employees in difficult times. The number of large enterprises that 

reported during the first phase of the crisis a decrease in employment was twice as high as for small 

enterprises and three times higher than for micro enterprises, which makes SMEs an important stabiliser 

throughout business cycles.  

SMEs also play a central role in providing vocational education and training on the job, both highly relevant 

for the transition from education to employment and to ensure a qualified workforce, especially in times of 

high youth unemployment. 

In addition, SMEs play a key role as innovators in Ireland’s economy, even if most SMEs are not performing 

R&D activities, as traditionally defined. Indeed, SMEs perform innovation by relying on qualified entrepreneurs 

and employees and on cooperation with suppliers and customers, and their competitiveness depends on their 

capability to improve their products, services and distribution models. 

SMEs have the potential to contribute to the future greening of Ireland’s economy, by integrating resource 

efficient strategies and developing ecological and energy efficient products and services offering thereby new 

potentials for employment. 

Finally, SMEs play a crucial role for economic and social stability at local and regional level, where SMEs are 

the “basic fibre” by providing goods and services for the daily life. SMEs are also at the centre of the so-called 

Social Model.  

Owner-managers of these enterprises are, in general, more interested in the long-term development of their 

company and the local economy, while shareholders and management are primarily concerned with short-

term profit and boosting turnover. 

In general, SMEs are more responsible towards their employees and more integrated into local society. They 

play an important role in stabilising society and have a bridge-building function between workers and 

capital/equity owners. 

However SMEs suffer from the disadvantage of having limited human and financial resources and being more 

locally bound. In being small there is also strength, flexibility, innovation and the capacity to rapidly adjust to 

changing market conditions. All the hallmarks of true entrepreneurs. 

The key objectives for an agenda for entrepreneurship in Ireland must be to place entrepreneurs and their 

requirements at the centre of policy making.  Legislators must consciously take a “think small first” approach 

when drawing up new policies and legislation.  This approach will have direct benefits for 98% of businesses 

in Ireland and will manifest itself in greater productivity and job creation. 

In order to introduce these policies it is vitally important that SMEs and owner managers in particular are at 

the core of the decision making process. It is imperative that greater representation is afforded to the Owner 
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managers on key policy decision boards in order to promote and develop initiatives that will help indigenous 

business to compete on a level playing field with their international counterparts. 

Local representatives and MEPs have a vital role to play in encouraging and promoting small business and 

ensuring that the SMEs are at the centre of the Government's decision making process leading to a stronger 

indigenous sector and an economy that is not over-reliant on foreign direct investment. 

It is against that background that ISME sets out our priority agenda in the run up to the local and European 

elections. 

In Summary we recommend the following; 

 Encourage the creation of an entrepreneurial culture in Irish society and promote the status of 

Entrepreneurs as ‘local heroes’. Improve the Entrepreneurial eco-system by simplifying the existing 

enterprise support schemes to reduce their administrative burden and by raising awareness of the 

available supports.  

 

 Ensure that the transition of CEBs into LEOs does not adversely affect the quality of support available.  

 

 Government must make a concerted effort to reduce local authority influenced business costs and 

ensure that they are competitive.  

 

 Support the Upward Only Rents (Clauses and Reviews) Bill 2013.  

 

 Improve SME access to public procurement contracts.  

 

 Set up a State Strategic Investment Bank to allow SMEs greater access to finance. Non-bank lending 

and access to finance such as through Peer-to-Peer lending must be promoted. 

 

 Align the marginal tax rates for self-employed and employed to ensure equality. Increase the higher 

tax rate entry threshold.  
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Entrepreneurship  

There is a major job to be done to encourage and increase entrepreneurial activity and the efforts must 

include education, finance, taxation and both private and public enterprises and agencies. The most recent 

GEM report for Ireland noted that only 8.5% aspired to become entrepreneurs. It has been proven that 

cultural attitudes to failure deters individuals from entrepreneurial endeavours.  Private actors will involve 

themselves in business as long as the eco-system is supportive. The Government’s job is to ensure that 

eco-system is encouraging, especially for new entrepreneurs. Entrepreneurs are motivated by opportunities 

where they perceive that the potential rewards outweigh the risks. The current Irish tax system, where 

entrepreneurs can pay up to six times as much tax as their PAYE counterparts, does not incentivise self-

employment. 1 

ISME, the Irish Small & Medium Enterprises Association, cannot emphasise enough the importance of 

external supports in converting new and innovative ideas into commercial enterprises. We must have co-

ordinated and easily accessible information on all available support and services for entrepreneurs, access 

to independent advice, mentoring and networking. This is of utmost importance at pre-start-up stage. We 

need urgent and radical actions to restore stability and reignite short-term economic activity, appropriate 

policies and strategies need to be put in place to ensure that Ireland can indeed become an enterprise 

economy, where entrepreneurship is endemic throughout all aspects of society and where indigenous 

businesses are truly valued as creators of local wealth and employment and as the potential growth 

businesses of the future.  

Start-up and expanding Entrepreneurs must be able to access adequate advice and assistance easily. Until 

now this assistance had been available through the City and County Enterprise Boards network but these 

are now being subsumed into local authorities as Local Enterprise Offices (LEOs). This transition must be 

carefully managed to ensure that the quality of support for owner-managers is not diminished. LEO staff 

must be suitably qualified and trained to support Entrepreneurs in understanding the tax-relief schemes 

available to them.  

Currently, entrepreneurs who wish to start a business in Ireland can avail of loans from Microfinance 

Ireland, tax relief from the Seed Capital Scheme and Investment programmes such as the Employment and 

Investment Incentive. These programmes are under-utilised. The reasons for this must be investigated and 

addressed and entrepreneurship policies must be cognisant of the findings. Every assistance must be given 

to those who are applying for those programmes and red tape should be as minimal as possible. All 

entrepreneurship schemes must be more widely promoted and advertised. Qualifying criteria must be clear 

and the application process must be as efficient as possible.  

Entrepreneurs must be viewed and treated as ‘Local Heroes’ with business failures worn as a badge-of-

honour which influence future successes. The status of the Entrepreneur must be elevated to a position of 

                                                           
1 Public Policy.ie 
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esteem in Irish society to encourage people to aspire to it. Only then will we succeed in achieving a truly 

entrepreneurial culture which promotes innovation and risk-taking.  

Business Costs and Competitiveness 

State-Influenced Business Costs  

The Government is ignoring rising state-influenced business costs which are at the core of the difficulties in 

the SME sector and are acting as a barrier to job creation. Rising energy bills, exorbitant transport costs 

and excessive local authority charges are all damaging competitiveness. The Government’s main objective 

is jobs growth, yet they allow various state influenced cost increases without a thought for the 

consequences, naively congratulating themselves on the deceptive low inflation figure. SMEs will not create 

jobs until their cost structure allows.  

The National Competitiveness Council recently found that Ireland is a high cost location for a number of key 

business inputs. The Council points to the economy being at turning point in terms of cost competitiveness, 

with overall relative cost competitiveness dis-improving and a series of upward cost pressures emerging: 

the harmonised competitiveness indicators show that Ireland’s relative cost competitiveness is now 

deteriorating vis-à-vis our main competitors; labour costs are rising again following a number of years 

decline, industrial electricity prices have increased in recent years; and an upward trend is evident across a 

range of business service costs. The NCC is emphasising the importance of Ireland’s international cost 

competitiveness remaining a key economic priority for Government and is cautioning that further structural 

change is required to ensure that costs do not escalate and erode competitiveness gains already made.  

Upwards Only Rent Reviews  

Many SME businesses are struggling with upwards only rent reviews on legacy leases. These are 

preventing many businesses from competing effectively in today’s market and Government has a duty to 

address this issue. ISME calls on all candidates to support the Upward Only Rents (Clauses and Reviews) 

Bill 2013.  

Public Procurement 

Public procurement is an important driver for economic growth and employment and its creative use can help 

maximise the impact of public spending. The issue of how we use procurement to get the best effect and best 

value has become increasingly important. The problems around EU procurement are complex and well-

documented.  Initially, EU Directives were designed to ensure transparency and non-discrimination, leading 

to outcomes which represent good value for money.  But there has been a growing sense amongst Irish 

businesses that when it comes to EU procurement rules, the current system simply doesn’t function fairly and 

that our continental neighbours (and competitors) manage to support their domestic industry in a way that 

simply doesn’t happen enough in Ireland.  The quality of procurement practise across the public sector varies 

markedly and part of the problem is that there is still a fragmented approach with many departments operating 

in silos and purchasers often hiding behind EU law as ‘the problem’.  Public contracts have been difficult for 
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SMEs to win because the tendering processes tend to favour larger and foreign companies that have more 

resources.  

To date the procurement and tendering experience of SMEs has not been a positive experience. Many Irish 

SME business owners speak of an uneven playing field and how other European countries are able to fit the 

specifications of a contract to give a good chance to their own domestic suppliers.   

It is time to sweep away ridiculous rules and bureaucracy and seek to eliminate, for smaller contracts, 

assessment hurdles at the beginning of the process. Where information is required about a company's 

capability a simple, straightforward pre-qualification form is required. Fill it in once - and use it as the route to 

bidding for any government contract. Wherever possible, it should be compulsory to break up large contracts 

into smaller elements, so that SMEs can make a bid and get involved. 

The bottom line is that any procurement system must be designed from a “think small first” perspective, a 

concept recommended by the EU, but not currently enforced by Government.  

Access to Finance 

In order to prosper and grow SMEs must have access to adequate finance so that they can invest in their 

business and also ensure a sustainable cash flow. The shrinking Irish banking system is not fit for purpose in 

providing an adequate retail service or development fund for Irish SMEs. The decision of Danske Bank to exit 

the market, immediately after Rabobank’s similar retreat, is a further blow to SME banking prospects. Many 

SMEs are now having problems refinancing loans when their original banks have scarpered from the Irish 

market. The latest ISME Bank Watch Survey results continue to paint a bleak picture of the SME lending 

landscape.  

The refusal rate has increased by 4 points on the previous quarter to 54%, just as the Government cancelled 

the requirement for the bailed out banks to lend the required €8B to SMEs. A properly functioning banking 

system, where bank managers and business owners can work together to ensure business growth and 

sustainability, is still a pipe dream because of the reduction in bank credit and the lack of bank management 

expertise. The bank system is still not working and the duty of the Government is to see that it is. Any 

loosening of the control over the banks must be matched by an increase in viable and sustainable SME 

lending. This is not happening and Government must act. It is clear that Ireland needs a new Strategic 

Investment Bank to assist businesses to set-up and expand.  

 

Access to Finance does not only come from the banking system. New forms of lending such as Peer-to-

Peer (P2P) lending which come on stream must be supported and promoted by Government. Peer-to-Peer 

lending is currently unregulated in Ireland. This makes investing in P2P lending less attractive. The UKs 

Financial Conduct Authority will regulate P2P lending in the UK from April 2014. These regulations will soon 

be published and could act as a template. ISME requests that a set of regulations for Irish P2P lending be 



   7 of 7                                              14126preelection 
 

created and implemented as soon as possible. This necessary regulation will prevent future issues arising 

and will also increase public perception of P2P lending.  

Taxation 

The taxation system should be used as a tool to incentivise entrepreneurial activity and job creation. 

Taxation must be viewed as a stimulus for economic growth and not merely as a means of collecting money 

for the exchequer. Business investment schemes such as the Employment and Investment Incentive 

Scheme and the Seed Capital Scheme must be improved to ensure wider use and greater understanding. 

Schemes which assist entrepreneurs must be actively promoted through awareness raising campaigns. 

These enterprise support structures also need to be simplified and reformed and their administrative burden 

must be reduced.  

Self-employed persons pay higher rates of income tax in comparison with their employees. This is a huge 

disincentive to entrepreneurial activity and encourages people to remain within paid employment rather 

than setting up a business of their own. Tax rates for both the employed and self-employed must be aligned 

immediately.  

Employers and employees have seen substantial decreases in their net pay in recent years due to 

increased income taxes. This situation must be improved upon, as soon as revenues allow the necessary 

adjustments. ISME encourages Government to increase the threshold at which all workers begin to pay the 

higher tax rate.  

 

 

 

  

 


