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Introduction  
ISME, the Irish Small & Medium Enterprises Association, is the only INDEPENDENT body 

representing owner managers of small & medium businesses in Ireland. Small and 

Medium Enterprises (SMEs) constitute 99% of all businesses in Ireland, employ over 

800,000, which equates to 68% of Private Sector employees and 52% of total employees. 

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. 

Our organisation’s members employ over 225,000, from the sole trader operation right up 

to businesses with 250 employees. We also are a ‘broad church’, representing all 

sectors, from importers to exporters, agri-food to engineering, retail, manufacturing, 

distribution, service industries, including accountants, solicitors and other professions. 

ISME welcomes this opportunity to contribute to the Action Plan for Jobs 2016. In the years immediately 
ahead, the pressure on Irish companies to perform to the highest international standards will be 
heightened by intensifying international competition. Irish SMEs, whether trading locally or in foreign 
markets, will increasingly face competition from major international players with highly sophisticated 
business models, coupled with economies of scale in every aspect of their operation. In this environment, 
only the strongest and fittest SMEs will survive. 

The next Action Plan for Jobs must be primarily focused on stimulating and protecting the SME sector 

through enterprise-boosting policies and initiatives. Actions must be tangible, results-oriented and 

progressive; the plan must be cognisant of the vital importance of the SME sector and the significant 

contribution of the sector to the economy.  
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Improving the Business Environment  

Competitiveness 
Ireland's decreasing cost competitiveness is a huge concern for SMEs as our IMD ranking has decreased 
from 15th to 16th in the past year. Our open economy relies far too heavily on exports and global 
competition for us to allow our competitiveness to be eroded. Government must act now to address this 
issue and to reduce the unsustainable cost base that is crippling SMEs 

The National Competitiveness Council must track actual SME costs separately from the costs of larger 
companies as the two are not comparable. Analysing all costs in aggregate leads to a distorted view of 
the cost burden being borne by SMEs. We need to be weary of cost-creep and the subsequent impact 
that has on competitiveness. 

ISME recommends that, in addition to tracking actual SME costs and competitiveness, targets for their 
reduction be set and strict timeline be put in place in specific international rankings.  

Upward Only Rent Reviews  
After wages, rent is the next largest cost for many businesses. On the matter of rents and in particular 

upward only reviews (UORR), which have crucified many enterprises; there is no easy way of saying it 

but our Government has let us down badly. The pre-election manifestos promised legislation, which 

post-election was reneged on. In many cases companies are currently paying rents which have little or 

no correlation with the market value of their property. Rents in Ireland are almost twice the 

international average and will have to reduce. The pity is that this will happen too late for many 

businesses.  

The only way out of the UORR is to put your business into examinership, a process too expensive for the 

vast majority of businesses. Apologists for UORR, banks, insurance and pension funds have been 

successful in retaining legacy UORR. 

In the absence of any government initiative on the rent situation, where enterprises are paying ‘tiger 

rents’, which have no correlation with market rents and creating unsustainable losses, that they be 

allowed a double tax allowance on their rent cost. This will at least reduce the impact of uneconomic 

rents, while allowing asset yields to remain, thus keeping the loan covenants intact and more 

importantly maintain jobs.  

ISME recommends a double tax allowance on excessive rent cost due to upward only rent reviews. 

Transport and Utilities  
The cost of transport  and utilities must be reviewed and benchmarked against international 

competitors. 

PRSI – Lower rate for Employers 
The standard rate of employer PRSI is 10.75%. A lower rate of 8.5% applies to employee earnings which 

are €356 or less per week. As part of the 2011 Jobs Initiative, Michael Noonan reduced this rate to 

4.25% until the end of 2013. This welcome support for job creation was not renewed for 2014 and later 

years, creating a massive negative effect on payroll costs.  

ISME recommends that this measure should be reintroduced for a further 3 years to assist in 

sustaining and creating jobs. 
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Wage Gross to NET Calculator on ROS 
Currently small businesses spend a disproportionate amount on payroll software. To assist the employer 

and employee who negotiate wages on a ‘net basis’ a tax calculator could be introduced on the Revenue 

site and promoted.  

Tax compliance costs for small businesses in Ireland could be reduced by a Gross to Net and a Net to 

Gross calculator on ROS.  

Commercial Rates 
The current commercial rates system is characterised by a distinct lack of flexibility based on ability to 

pay or commercial circumstances, which is stifling profitability.  There is a need for amendments to the 

Valuation Act to allow for an appeal to rates based on a change in economic circumstances and also a 

further change to allow the relevant local authority managers to address hardship cases.  The 

Department of Environment’s Audit Service has reported that the 2009 rates arrears have more than 

doubled.  The reason is simple, businesses do not have the money. 

• We need an immediate implementation of the Review Group on Local Authorities  with a 

substantial part of the savings ring-fenced for rate relief and 

• The total cost of running Local Authorities needs to be substantially reduced and this reduced 

figure needs to be spread over all sectors of the community. 

The net result of the above should lead to a 15% reduction per annum over three to four years on the 

current rate payers.  In essence this only requires a 5% reduction in Local Authority costs in those years. 

The savings required to deliver the above can be achieved by  

• implementation of the recommendations of the Review Group on Local Authorities; 

• a reduction in the number of Local Authorities to reflect one Local Authority per 250,000 

people; and 

• a root and branch analysis of all spending within Local Authorities with a view to achieving the 

desired results. 

The current system is working against employment, is working against jobs and is working against 

businesses.  These recommendations will give is a fairer, more equitable and an affordable system that 

allows Local Authorities to get on with doing the job and small and medium businesses to get on with 

providing employment.   

Local Authority Rates Moratorium  
Local Authority (LA) Rates are seen as a deterrent to business set-up.  

In the not too distant past Local Authorities were allowed, if they thought fit, to remit two-thirds of a rate 

levy-able by them in respect of industrial premises in their areas, which has been provided by, or by means 

of a grant made by, the IDA, Enterprise Ireland, Shannon Development or Udaras na Gaeltachta. 

We propose investigating the circumstances under which it may be allowable for LAs to reduce the levy-

able rates on new enterprises, either by direct reduction or by some form of moratorium/ deferral of 

rates over a period of years. E.g. Ten year reduction, reducing each year – Y1 Full remission, Y2 9/10 

remission, Y3 8/10 remission.  

The cost/benefit analysis must be estimated and the fiscal effect on LA income in the short term. 
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Energy Costs 
Rising energy costs continue to be a big issue for SMEs and must be addressed.  

Every effort should be made to increase the level of competition in the energy sector to stimulate price 
competition.  

Electricity charges must be reduced for SMEs. 

The decision to introduce a carbon tax should be reversed as a matter of urgency. 

Insurance 
Insurance costs can be a strain on SME finances.  

ISME asks that Government review the Book of Quantum in relation to awards and compare with UK 

awards.  

The book is currently out of date and this is leading to inappropriately large awards being granted.  

The practice by insurance companies of settling claims without reverting to the insured has increased in 

the last few years, from evidence from ISME members. In many of these cases the clear 

instructions/advices to the insurers is to defend as the claims are either spurious or exaggerated. However 

claims are being settled, having repercussions on the insured. Figures for these type of settlements are 

not available from the insurance companies.  

ISME recommends that directions should be given by the Department of Jobs, enterprise and Innovation 

to the insurance companies to consult with the insured before final settlement. 

ISME recommends that the Injuries Board and the Department should be informed by insurers of the 

numbers of claims that are settled pre-court and the amounts agreed.  

Transport 

The cost of transport must be reviewed and benchmarked against international competitors. 

Legal & professional services 

ISME recommends that the Legal Services Bill be enacted without further delay. 

 

VAT- Cash Receipts Basis 
The annual VAT cash receipts basis threshold for Irish SMEs increased from €1.25m to €2m on the 1st of 

May 2014. This will assist SMEs in improving cash-flow and reducing administration. The primary benefit 

of the Cash Receipts basis of accounting is the pressure it removes from businesses to pay VAT which has 

not yet been received. It is particularly helpful for start-ups and expanding companies.  

The Cash Receipts Accounting Basis is merely a deferral of revenue for the exchequer- it does not amount 

to a revenue loss.  

The VAT cash receipts basis threshold is still too low. It excludes many companies who would benefit from 

a higher threshold.  

The Association requests that this threshold by increased to €2.5m in Budget 2015.  

This will further support SMEs in organising cash flow and reducing administration.  
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VAT Rates  
The top rate of VAT is acting as a disincentive to spend in the economy. 

The likely effects of any decrease in VAT rates should be costed and analysed by the Department of 

Finance to determine what reduction can reasonably be made. 

 The average standard rate of VAT in the EU is 21.5%. In order to build our competitiveness we must beat 

this rate.  

The highest 23% rate of VAT should be decreased to 21% to boost domestic demand.  

Regulatory Impact Analysis- Business Proof Policies 
In conducting regulatory impact analyses and assessments Government must be focused on protecting 

and promoting the needs of enterprise.  

All policies, initiatives and decisions must be business-proofed i.e. they must not have any detrimental 

impact on business and, preferably, must have the potential to improve the current business 

environment.  
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Innovation 
SMEs often view R+D and innovation as being beyond their scope. It is seen as a ‘big business’ activity 
that is too costly and cumbersome for SMEs to engage in. Ireland’s enterprise RD&I expenditure is 
dominated by foreign owned firms. In 2012, only 33% of RD&I expenditure was by indigenous business. 
There are low levels of collaboration between businesses and higher education institutions. Irelands 
share of businesses involved in new product and development of services research is low in comparison 
with other countries. This must change if Ireland is to become a truly innovative and progressive 
business environment.  

ISME recommends that the following initiatives be prioritised in APJ 2016: 

Innovation Voucher Scheme  

The Innovation voucher scheme has had limited success due to a lack of promotion. Greater SME 
involvement in R&D can be achieved by streamlining more and better focused efforts to promote 
cooperation between industry and researchers.  

ISME recommend that the existing €5000 innovation vouchers (Max €12,500) should be extended to 
€25,000 to ensure more meaningful development is carried out by SMEs and by third level institutions 
on their behalf.  

Bringing SMEs Online 

Internet shopping is now a huge, and rapidly increasing, industry. Online retailers have the advantage of 
easily targeting a wider geographic area and a wider audience. Online retailers often operate solely from 
warehouses and do not require expensive retail units in which to display their wares. Traditional Retail 
businesses find it difficult to compete with these lean cost models. The solution, of course, is to develop 
a website and complement shop sales with online sales. Unfortunately, this requires a speedy and 
reliable broadband infrastructure, something we are still waiting for, and an initial cash injection to 
commence trading online. Retailing has evolved to a point where people expect to view products online 
prior to visiting a store. Consumers also expect to order online and collect in store or to have fast 
delivery of goods. The stores that survive in the coming years will be the ones that adapt to the evolving 
world of retail now, in order to meet their customer’s expectations in the future.  
 
We often hear rhetoric discussing the opportunities for growth that exist for businesses who embrace 
the world of internet sales. However, we are also aware of the alarmingly low numbers of Irish 
businesses who are actually engaging in online selling at present. We need to understand the reasons 
behind this as it is not enough to simply draw conclusions based on assumptions and anecdotal 
evidence. Irish businesses are lagging behind in the digital revolution and many now face a difficult 
game of catch-up.  
 

An in-depth review of the obstacles hindering businesses from trading online must be conducted.  

 
We need to know if it is simply a lack of finances, expertise, interest or understanding that is holding 
businesses back from developing an online presence or if other issues are posing a problem. It is clear 
that there is a problem with regard to Irish businesses getting themselves online so we need to fully 
understand the reasons for this. Only then will we be able to implement successful initiatives and 
training to redress the problem.  
 
The Online Trading Vouchers launched as part of the National Digital Strategy should potentially get 
more businesses online but the low number and alarmingly slow roll out of these has meant the scheme 
has been ineffective thus far.  
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ISME recommends increased promotion of this scheme and also an expansion of the scheme beyond 
the promised 2000 vouchers. ISME also believes that the eligibility criteria of the scheme should be 
relaxed to allow companies with up to 50 employees rather than the current maximum of 10.  

 
Government needs to prioritise this issue immediately. We are an export-focused economy that is 
allowing the vast majority of businesses to miss out on the e-retailing and export opportunities offered 
by trading online. Further to this, and at a more basic level than the need for online retailing, is the 
requirement to improve computer literacy in Irish businesses. Further training and training grants are 
needed for business owners in order to assist them in utilizing technology to grow their business.  
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Entrepreneurship 
Entrepreneurs are the lifeblood of the economy and the commitment and hard work of people owning, 
running and working in SMEs have contributed greatly to the current turnaround in Ireland’s economic 
fortunes. The economy is growing, stability is being restored and we now have the opportunity to have 
more people in work in Ireland by 2020 than ever before. SME’s are at the heart of this growth. 

We in ISME would like to see Government initiate a programme of ‘cultural change’ towards 
entrepreneurship. Too often entrepreneurs are wrongly perceived in a negative light. This must change. 
The efforts of real entrepreneurs, who risk their own resources, create businesses and jobs, must be 
recognised and rewarded, and this is true both for policymakers at all levels and for society at large. 

SME’s throughout the Country are central to the recovery and are central to the realisation of 
opportunities. SMEs comprise 99.7 per cent of all employer firms and account for almost 70 per cent of 
private sector employment. SMEs are also key for the creation of new jobs: 67 per cent of all new jobs 
created in Ireland are in businesses which are in the first five years of existence. 

Entrepreneurs are motivated by opportunities where they perceive that the potential rewards outweigh 
the risks.  

Social Welfare system and Self-employed & Proprietary directors. 
While we recognise the essential role of entrepreneur and the SME, there continues to be a stigma 

around the failure of a business, rather than seeing it as a “badge of honour” as in other countries.  

To encourage more entrepreneurs to start a business and take the risk they should be afforded an equal 

level of protection as their employees in the event of business failure. The lack of sufficient Social 

Welfare supports to entrepreneurs who have lost their business and livelihood sends out the wrong 

message in promoting an enterprise culture and disregards the significant contribution that these 

individuals have made to the economy. 

A voluntary PRSI rate for self-employed should be created, such as a variation on PRSI Class A, could be 

used to allow self-employed people to make a combined contribution both as an employer and an 

employee. This would need to be introduced on a voluntary basis and could be promoted and 

encouraged over a period of time to gain traction. 

In many European countries, self-employed people opt-in to the social insurance scheme, with their 

rates/taxes varying depending on the nature of their business. In France the self-employed can benefit 

from a range of benefits including family; health; illness; and pensions. There are exemptions for 

unemployed people starting up a business. The tax for Micro-enterprises is calculated on a % of their 

turnover. 

In the USA, both the employed and the self-employed pay a Social Security tax. In general the self-

employed pay twice what the employer pays for an employee with some exemptions. However there is 

a lower rate  of Social Security for self-employed creating employment.  

We recommend the following: 

• Self-employed and proprietary company directors be allowed choose a higher PRSI contribution 

for themselves to guarantee equal status if injured or unemployed. This can be introduced as a simple 

choice of opting in or out of an improved benefit system.  

• The method of assessing the self-employed for Jobseekers allowance should be simplified with 

regard to income, spousal income, assets and savings. 

• A national awareness and information campaign should be conducted, aimed at the self-

employed in relation to entitlements and benefits and the effect of voluntary contributions.  
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2nd Starters –‘startover’. 

Specific financial supports/initiatives should be available for second starters for example, the 
introduction of a Social Protection “Start Over” initiative as called for by the Advisory Group on Small 
Business where, for a defined period, an individual could legitimise their tax/earning status on the 
basis of forgiving the past and moving forward. Penalties could be increased in the event of any 
fraudulent declarations. 

Redundancy Payments. 

Amendments have recently been made to the redundancy rebate. Budget 2012 reduced the redundancy 
rebate from 60 per cent to 15 per cent for redundancies where the date of dismissal occurred in 2012, 
while from January 1st 2013 the employer statutory redundancy rebate was abolished. In situations 
where the employer is unable to pay or refuses or fails to pay the statutory redundancy, the employee 
can apply for direct payment from the Social Insurance Fund.  

The removal of the rebate has made the redundancy process more expensive for employers. 
Furthermore, when the economic cycle enters the next downturn and redundancies escalate again, 
businesses will be less likely to survive the downturn without the rebate. 

If young SMEs are to survive near-terminal mistakes, or fluctuating demand, they need to be able to 
reduce staff costs quickly and cheaply when necessary. The contingent cost of redundancy if the 
business was to experience a downturn or failure is a big concern and can be a huge drain for a small 
company. Large severance packages also make it much harder for start-ups to recruit the professional 
managers that can take them into the big league. Experienced executives are loath to forgo such 
reassuring goodies by resigning. 

Surely every encouragement should be put in place to create jobs and take people off the dole even if, 
sometimes, that period of employment is finite.  

ISME recommends the reintroduction of a redundancy rebate, which was reduced and then abolished 
by the current government.  

Multi-National Companies and SME Linkages 

The potential for increased linkages between indigenous SMEs and MNCs is not being exploited to the 
full. 

Unlike larger economies, Ireland’s domestic demand will never get us out of the recession and therefore 
‘exports’ is the name of the game. Our main exporters are large multinationals, as a result of the IDA’s 
excellent campaign over the years in attracting FDI. Therein also lies the weakness, as their ties to the 
country are weak and shifts in markets, costs and consumer preferences can drive these multinationals 
elsewhere. 

We are not doing enough to gain experience from these foreign owned firms through linkages as a quid 
pro quo for the grants distributed. It wouldn’t take much to insist that for each grant aided project, Irish 
talent in local SMEs be mentored in a two-way manner, by taking them into the multinational and/or 
seconding foreign talent into the SME for a specified duration. 

The linkage need not necessarily be within the same industrial sector and, while manufacturing is the 
most obvious, it is time that more emphasis was placed on Ireland’s own comparative advantages, such 
as ‘green’ agribusiness and tourism, both excellent export markets. 

While the SME recipient company should have a business plan and an idea of how to use the Link, it is 
important that the recipient not be confined to Enterprise Ireland clients but open to all. 
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This type of Linkage is an unexploited opportunity on the domestic industry’s own doorstep which can be 
introduced relatively quickly and inexpensively and will certainly help tackle the issue of insufficient 
management expertise at SME level. 

ISME recommends that Government stipulate in all IDA and Enterprise Ireland contracts with MNCs that 
a certain number of linkages be formed, with specific outcomes in Tech Transfer, Business Education & 
Mentoring, Introductions to global buyers, supply chain engagement etc. This will be part of the quid 
pro quo of grants and other assistance. 

Capital Gains Tax & CGT Entrepreneurs Relief 
This relief was introduced by Section 45 of Finance (No 2) Act 2013, which inserted a new Section 579A 

into the Taxes Consolidation Act 1997 to give effect to the capital gains tax relief announced in the 

Budget.  

The Relief applies to Entrepreneurs who: 

• have made disposals of assets since 1 January 2010 on which they have paid capital gains tax; 

• invest at least €10,000, in the period from 1 January 2014 to 31 December 2018, in acquiring 

chargeable business assets that will be used in a new business and who subsequently (after a minimum 

period of 3 years) dispose of those chargeable business assets at a gain giving rise to a capital gains tax 

liability. 

The relief will be given on the tax due on any chargeable gain arising on the subsequent disposal of the 

chargeable assets after a minimum period of 3 years and will amount to the lower of: 

• the full amount of capital gains tax paid on the initial disposal made since 1 January 2010 or  

• 50% of the CGT payable on the disposal of the new chargeable business assets.  

The current proposal excludes investment companies whereby investors with funds held in corporate 

investment structures are excluded.  

ISME recommends that this rule should be removed to make the relief criteria less restrictive.  

The 50% relief under the current CGT rates would mean that the relief would be less attractive to that 

provided in the UK with 10% CGT on any qualifying profits with a lifetime claim of up to £10 million of 

relief in total. 

ISME suggests removing the full time executive requirement to attract serial entrepreneurs with 

multiple investments. 

 

Start-Up Relief for Entrepreneurs (SURE) 
SURE provides tax relief for specified individuals who invest in companies that are carrying on trading 

activities coming within the EII scheme (Employment and Investment Incentive). There is currently a low 

level of usage of the scheme which indicates that changes need to be made to promote its uptake. The 

scheme is intended to incentivise Entrepreneurs to leave employment and start their own business and 

this objective must be supported and prioritised.  

The condition that states that the investor must have been in employment (apart from one year prior to 

investing in the business) is too restrictive and excludes: 

• Employees who for example are made redundant or leave employment and have not set up the 

new business in the tight timeframe i.e. are not employed for more than the one prior tax year 
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• Self-employed individuals with no employment in the prior years  

ISME recommends that the condition that the individual has to have employment income in the prior 

year’s qualifying for relief should be removed.  

This would include previously employed and self-employed individuals on equal basis and the likelihood 

of successful business ventures would increase.  

The investment must be made in two tranches even though the grant aid comes in 3 stages. This causes 

practical difficulties and the 3rd stage of grant aid can be paid outside the time limit for investment 

which has the effect of prohibiting further SCS investment.  

The investment should be paid in three tranches and amendments made to tax legislation to allow 

investment timing and stages to be the same as the grant aid 

The individual must become a full time director/employee of the new company in the tax year in which 

the investment is made or within 6 months from the date of the investment. This is too short a period of 

time, therefore allow a one year time limit during which the investor can become a director/employee 

of the company invested in.   

The exclusion for individuals who have previously owned 15% or more of the share capital of another 

trading company in the year prior to investment is unfairly restrictive and could be changed to that no 

prior SCS shares were held. 

The maximum per year of €100k should be removed as this is a tax credit, not a total refund i.e. you will 

get a max of 41% of this. So the people paying higher taxes are punished for doing so. 

The maximum relief per annum of €100,000 is too restrictive and minimises potential investments.  

ISME recommends that the maximum relief be increased to €150,000.  

This would make the maximum relief equal to that available in the Employment Investment Incentive 

Scheme.  

ISME believes that criteria for being a qualifying company is overly restrictive and should be opened 

up to all sectors and industries.  

ISME recommends that some of the refund be eligible to be used to cover part of the investment as 

recently unemployed persons do not have sufficient funds to invest in a company.  

 

Employment Investment Scheme 
The Employment Investment Incentive Scheme (EIIS) is a tax relief incentive scheme that provides relief 

for investment in certain corporate trades. The scheme replaced the Business Expansion Scheme (BES) 

and was announced in Budget 2011.  

We in ISME hold the view that the scheme is not resulting in the appropriate levels of involvement by 

SMEs, despite the moderate success subsequent to Budget 2015 changes. The conditions are still too 

restrictive, even keeping in mind the EU State Aid rules. 

For example, an investor receives 30% tax relief on investment, then 11/41sts (nearly) four years later if 

the employment has increased. If an investment is made during 2014, receipt of the relief of 11/41sts is 

delayed to the end of 2018 only if the employment has increased. 
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ISME recommends that this restriction be removed so that the maintenance of employment leads to 

qualification for the relief.  

In addition there is a lifetime cap of €10m for BES/EII investments.  

The cap should be doubled to €20m to allow successful enterprises to continue to raise EII funds.  

Investors currently receive tax relief of 30% in Year 1 and must then wait 4 years for the remaining 11%. 

This means the investment is less attractive to investors. Increase the tax relief on Year 1 to 41%.  

The holding period of three years is too short. Increase the holding period to 7 years. 

Start-up unused tax credits 
No account is taken in the income tax codes of the reality that many entrepreneurs might have paid 

themselves a subsistence salary, or nothing at all, for several years in order to build their business. 

Many entrepreneurs are forced, through economic circumstances or decide to take a minimal salary 

from their business in the first years, not fully using all their available tax credits and standard rate 

bands in those years.  

The tax system should allow entrepreneurs to carry forward their unused tax credits and standard rate 

bands to future years. 

Encourage employee share-based remuneration in private companies 
When compared to other jurisdictions, the regime in Ireland is extremely uncompetitive. It is now very 

difficult to attract entrepreneurs to establish a business in Ireland. 

Improved employee share ownership schemes will assist employee retention in SMEs and facilitate the 

alignment of interests between entrepreneurs, owners and key employees. For example the UK Employee 

Shareholder Relief scheme allows the first £2k of shares received by an employee to be exempt from UK 

income tax and NIC, and the first £50k of any capital gain arising on a future disposal of the shares is 

exempt. 

The UK Government appointed Graeme Nuttall as their Independent Advisor on employee ownership, 

and “the Nuttall Review”, published in July 2012, was commissioned “to identify the barriers to employee 

ownership and help find the solutions to knock them down”.   

General benefits of Employee Share Ownership 

To quote former Deputy Prime Minister, Nick Clegg, “Businesses that are owned by their employees 

produce more, grow faster, keep their workforce happier, and pay staff more fairly.  Graeme’s report 

makes clear that sharing ownership means sharing success.”  

Employee Share Ownership: 

 significantly improves employee commitment which in turn drives stability while significantly 

increasing productivity, and 

 considerably reduces absenteeism. 

There is a competitive disadvantage for Entrepreneurs versus PLC’s when hiring key staff 

The current share based schemes in Ireland are suited to PLC’s but not private companies.  This places 

entrepreneurs and High-Potential-Start-Ups at a competitive disadvantage versus listed companies when 

competing for staff.   
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Due to the inability to offer effective share-based remuneration, entrepreneurs have greater difficulty 

than listed companies when seeking to attract suitable skilled staff from within the global talent pool.  The 

recently published Digital Technology Index indicated that it was easier for indigenous technology firms 

to raise capital than recruit key staff.    

Importance for Entrepreneur maintaining adequate level of equity 

In order to motivate the original entrepreneur to continue applying their unique skills and expertise to 

the growing business, it is necessary that such an entrepreneur maintain an adequate level of equity.  

When accessing various rounds of Venture Capital and other funding, the shareholding of the 

entrepreneur can often become diluted.  In many cases Venture Capital investors recognise this, and seek 

to reflate the shares of the original entrepreneur with share options or other share awards.  However, 

reflation is currently unattractive because of the immediate tax liabilities triggered. 

Current Tax Treatment of share based remuneration in Ireland 

When employees receive shares or exercise share options, immediate personal tax liabilities, typically at 

52% of the market value of the shares are triggered.  This tax must be paid by the employee via the PAYE 

system and is deducted from their net pay.  In the case of listed companies, some of the shares received 

can be sold to discharge the tax liabilities; however, the key issue for private companies is that there is no 

readily available market for the shares.  In practice the immediate tax liabilities triggered result in little or 

no use of employee share-based remuneration by private companies. 

Importance of reducing costs and administrative burdens and ensuring flexibility 

In addition to addressing the timing of triggering tax liabilities, it is important that any scheme targeted 

at entrepreneurs would be straightforward and that the administrative burdens would be low.  The 

existing share based schemes in Ireland are suited to schemes involving a minimum of 50-60 employees, 

and high costs and significant administrative burdens are imposed by the need for Revenue approval and 

an external administrator.  The existing schemes must be provided to all employees and therefore lack 

the flexibility required to target the incentive towards key employees. 

UK Enterprise Management Initiative 

The UK Enterprise Management Initiative provides for both a tax reduction and deferral of the timing of 

tax liabilities for companies with less than Stg30 million in assets and less than 250 employees.  The 

lifetime employer limit in terms of value of shares is Stg3 million, while a lifetime limit of Stg250k per 

employee applies.  Companies have the flexibility to target the incentive at key employees.  Property 

development, hotels and professional service companies are excluded. 

In order to make employee share-based remuneration more attractive to entrepreneurs, introduce a 

scheme with a framework similar to the UK scheme, as outlined above, that would provide for a deferral 

of the triggering of tax liabilities until there is a suitable market for the shares or until there is a sale of 

the business.   

Specifically, companies with: 

 less than the equivalent of Stg30 million in assets, and 

 less than 250 employees,  

This could provide share based remuneration to employees: 

 up to a ‘lifetime’ company limit of the equivalent of Stg3 million, 
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 a ‘lifetime’ limit of the equivalent of Stg250k per employee, without triggering immediate tax 

liabilities. 

The owner-manager entrepreneur, as an employee, would also be entitled to receive share-based 

remuneration up to the employee limit without triggering tax liabilities.  This would facilitate the practice 

of Venture Capital investors reflating the shareholding of the original entrepreneur. 

Reduce costs and administrative burdens, and ensure flexibility 

In order to reduce costs and administrative burdens, and to ensure flexibility, key design considerations 

include: 

 Revenue notification as opposed to Revenue Approval, 

 No requirement for external administrator, and 

 Flexibility for company in terms of selecting employees to offer the scheme to. 

 Promote the proposed new scheme via an awareness campaign 

The new scheme would need to be promoted with an awareness campaign.  In the March 2013 Budget 

the UK Government announced that it will provide €50M annually from 2014-15 to support employee 

ownership models and incentivise growth in the sector.   

Cost Considerations 

Employee share based remuneration within private companies is almost non-existent; therefore there are 

no timing costs of any significance from the perspective of allowing a deferral of the tax payment. 

Any costs associated with the proposal are timing costs, no reduction in tax rates is proposed. 

State-Aid Considerations 

The UK Scheme, the Enterprise Management Initiative, received EU approval under State-Aid rules.  It is 

envisaged that this scheme would be subject to State-Aids approval. 

In the US if an employee holds an Incentive Stock Option for at least two years from the grant of the 

option and holds the shares for at least one year following the exercise of the option, no income tax 

applies on the grant or exercise of the option. Instead, capital gains tax (at 20%) will apply when the shares 

are sold. No more than $100,000 worth of shares can become eligible for exercise in a calendar year.  

In the UK, in general PAYE (and sometimes National Insurance) are payable on share options. However 

SMEs can avail of the Enterprise Management Incentive scheme (EMI). The granting of such options is tax 

free, income and NHI and on exercise, can be subject to Entrepreneurs’ Relief in relation to CGT. 

Share options with a market value of up to £250,000 may be granted to a qualifying employee of a 

qualifying company, subject to a total share value of £3 million. 

In addition, the UK Government has introduced a new “employee shareholder” status who will have 

different employee rights and shares worth a minimum of £2,000 in the company in which they work. 

Gains on up to £50,000 of shares acquired by employee shareholders will be exempt from capital gains 

tax.  

Travel Expenses for non-executive directors 
Irish companies will often seek the skills of individuals to serve on their Boards. This practice ensures that 
our companies are benefiting from the best experience available and again, is a critical element of any 
strategy that requires substance and value to be added in the Irish operation. Revenue’s interpretation of 
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the current legislation and case-law on travel expenses for these directors is articulated in Revenue eBrief 
61/14 and requires these expenses to be subject to PAYE/USC.  

This interpretation is creating significant additional cost for companies seeking to attract very skilled 
individuals from home and especially overseas who have the option of working on other boards globally. 
Clear legislation is required which supports the underlying policy objective of attracting top talent to Irish 
boardrooms.  

ISME suggest that a practical and workable approach should be adopted with regard to travel and 
subsistence expenses generally. The tax regime should be modernised so that it better reflects current 
working practices for all individuals including non-executive directors. 
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Education and Training  
Management Training in SMEs 

The performance – and even the survival – of a small business depends in large measure on the 
competence and capability of its management. Many studies have shown a strong association between 
management practice and enterprise performance, in terms of productivity, profitability and sales growth. 
SMEs are engaging in management training and development only to a very limited extent, for reasons of 
time and cost, but also because the available management training programmes are not perceived to be 
relevant to the needs of small businesses, and seem to be more appropriate for management in large 
companies. 

 Small business owner/managers also need help in assessing their management development needs, so 
that they can identify and participate in the most appropriate programmes. Assessment methods could 
range from management quizzes in the business and sectoral press to customised, interactive diagnostic 
toolkits delivered on the internet. The content and form of these assessment instruments should be 
agreed with the small business representative organisations.  

ISME recommends a significant awareness campaign to generate demand for management 
development programmes.  

The campaign should use sectorally based case studies, and use all media – National, local & trade press, 
local and national radio, TV etc. to reach as broad a small business audience as possible. The campaign 
should be organised by the Department of Jobs, Enterprise and Innovation, in concert with the 
Department of Education & Skills and the small business representative organisations. 

In ISME we have found that owner/managers were unwilling and ‘unable’ (their own perception) to be 
involved in the traditional ‘talk & chalk’ management courses, mainly due to perceptions of relevance to 
their needs and, to a lesser extent, time constraints and cost. 

To that end we in ISME set out to ‘customise’ the offering. We did this in a number of ways; 

Introduction of a mixture of ‘chalk & talk’ and ‘walk the walk’, through a ratio of 2:1 classroom and 
mentoring – eight days classroom and four days mentoring, spread across the duration of the course. The 
mentor was also picked specifically for the aspect of the participant’s knowledge gap and the needs of the 
relevant business, based on initial consultations. 

Other than the usual ‘post- programme’ feed-back from the participants to illicit satisfaction with the 
process, we have not carried out a full analysis. 

However a recent un-scientific analysis of 20 enterprises, 10 participants in our Advance Business 
Programme and 10 random ISME member companies, we found: 

The increase in employment in the participants’ companies was 3.6 times the non-participants. 

Participant companies were 6 times more likely to send their employees on training programmes, 
subsequently. 

Business ambition increased as seen in business and succession planning. 

Increase in sales and new markets. 

Ensuring an adequate and appropriate supply of training  

Many SME owner/managers feel – rightly or wrongly – that the available training options are not relevant 
to their needs. In order to assess the current provision of management development programmes, an 
audit of current offerings should be undertaken. To ensure that owner/managers are directed to the most 
appropriate courses, a full inventory of training options should be made available on a Website, which 
should be maintained. 
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To ensure a good match initially between supply and demand, a SME Management Development Group 
should be established under the aegis of the Department of Jobs, Enterprise and Innovation to ensure 
that the available training programmes adequately cater for the needs of SME owner/managers. 

We have seen some progress with regard to different measures to increase management development 
participation. Skillnets have set up ManagementWorks as part of APJ 2012. The LEOs are also involved to 
some extent in ‘Accelerate’, which includes mentoring support. Enterprise Ireland has offerings for its own 
client base.  

It is our contention that the progress in Management Development is slow and lacks a LEADER with a 
TRANSFORMING PROGRAMME. 

Therefore the ISME main recommendation for APJ 2016 is; 

Deliver a Step-Change in SME Management Development across Micro, Small and Medium enterprises 
through a properly funded National Programme of Management Excellence.  

This will be measured against criteria such as Employment increase, Productivity uplift, Enterprise Scale 
achievement, increase in enterprise innovation and exporting/foreign revenue earnings. There will also 
be a requirement to see increases in enterprise start-ups and SME survival rates. 

Further measurement will be the raising of the standard of management in Irish SMEs to the level of best 
international practice, as measured by the OECD, by 2020. 

Responsibility: DJEI, DES, relevant State Agencies and SME representative organisations. 

Plain English Tax Guides  
A recurring theme for small businesses in Ireland is that it is difficult to get the information they need as 

and when they need it. The owner/manager of a small business and entrepreneur needs to get to grips 

quickly with a broad range of areas so that he is well informed from the start.  

However, the information available is not necessarily written in Plain English, nor is it written specific to 

the target audience, often being overly legalistic, technical or complex. 

The main principles of what qualifies as Plain English include: 

• The use of everyday English, avoiding jargon; 

• Consistent and correct use of punctuation and grammar, and break-up of dense text; 

• The use of lists; 

• An average sentence length of 15 – 20 words; 

• The use of ‘active’ rather than ‘passive’ verbs; 

• An explanation of technical terms, abbreviations and acronyms; 

• Avoiding Latin and French expressions; 

• Use of clear headings, standing out from the text, and emphasising other text carefully; 

• The use of words like ‘we’, ‘I’ and ‘you’; and 

• good type size and clear typeface. 

A Plain Writing Act was introduced in the US in 2010 which requires that federal agencies use “clear 

Government communication that the public can understand and use”. In the UK the Plain English 

Campaign, advocated by a private sector commercial entity, resulted in almost all UK Government 
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departments and public bodies having received a Crystal Mark - which is the Plain English Campaign’s 

seal of approval. 

There is an opportunity now to enhance the level of information available and the format in which it is 

produced through a Plain English initiative involving all government departments and agencies dealing 

with small businesses. 

• Considerable benefits could be achieved, from what is a relatively low cost initiative:  

• Improved small business capability with strong understanding of the need to know basics; 

• Enhanced understanding of regulations and tax compliance in particular, which should 

result in stronger compliance and a reduction in firms (sometimes inadvertently) operating 

outside of the system, for example in employment matters.  

• Firms will be better equipped to Start Right; 

• Improved communications between government and businesses – increased clarity, and reduced 

frustrations; 

• Reduction in government spending and resources - less resources used in answering calls 

and explaining already available pieces of information.  

It would be useful if, as part of this move to improve the tax environment for SMEs, Revenue produced 

plain English guides to all tax-related business matters. This would help ease the burden of compliance 

on SMEs and ensure that they do not waste time trying to understand complex tax instructions.  

ISME recommends that immediate plans to rewrite all Revenue leaflets in plain English are put into 

place. 
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Access to Finance 

Peer to Peer Lending  
The challenges faced by SMEs in relation to accessing credit are well documented. Peer-to-Peer (P2P) 

lending improves this situation by providing another avenue of funding for business owners to explore. 

As well as assisting businesses, Peer-to-Peer lending allows individuals who aren’t typically involved in 

investing in businesses to get a greater interest return on their savings.  

The UK government decided to lend £20m to small businesses through FundingCircle.com (A UK P2P 

website) in March 2013. Within 2 months of the announcement, FundingCircle.com lending increased 

from £1m per week to £5m. The raised levels of awareness and credibility from the governments 

lending promoted P2P lending as an option and led to a huge increase in the funding available via this 

method. A similar funding injection into a P2P company by the Irish Government would increase 

awareness of this type of lending and also make it more attractive to investors and borrowers. 

 Peer-to-Peer lending is currently unregulated in Ireland. This makes investing in P2P lending less 

attractive.  

The UKs Financial Conduct Authority has regulated P2P lending in the UK from April 2014. These 

regulations could act as a template. 

ISME requests that a set of regulations for Irish P2P lending be created and implemented as soon as 

possible.  

Awareness and investment levels need to be raised so that P2P funding can become a credible 

alternative to bank funding for Irish SMEs.  

ISME recommends that the Government follow the UK successful example of promoting the P2P 

lending industry through a cash investment. This investment would increase awareness of this funding 

stream and encourage savers to invest. 

Prompt Payment Awareness Code and Portal 
The Prompt Payment awareness code and portal was launched earlier this year. ISME does not believe 

that the code in itself is a sufficient solution to the issue of delayed payments in Irish business.  

Legislation must be enacted to make payment within 30 days mandatory.  

The most recent ISME survey (Q2’15) shows that SMEs are waiting an average of 58 days for payment. 

This leads to cash flow issues and can prevent a small business from expanding and hiring new staff. The 

Prompt Payment Code may help to relieve this issue by changing the payment culture in Ireland. 

However, the code and its supporting portal will be useless if it is not advertised sufficiently. ISME has 

promoted the code in several weekly and monthly ezines, included a two page spread on the portal in 

our quarterly magazine, sent tweets and placed information about the code on our website.  

Government must promote the portal through an awareness campaign.  

 

Public Procurement 
Public procurement is an important driver for economic growth and employment and its smart use can 
help maximise the impact of public spending. The development of small and medium enterprises is vitally 
important to the national economy and public procurement can be an important source of business for 
SMEs. The national procurement system must be designed with a long-term vision and from a “think small 
first” perspective, a concept recommended by the EU. 
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By pursuing the drive for lower short term costs the smaller business is being excluded from the process, 
thereby putting SMEs and their employees at risk. Public procurement must be focused on selecting the 
most economically advantageous tender (MEAT).  

SMEs are encountering a myriad of obstacles when submitting public procurement tenders and the major 
issues being reported are: 

• The centralisation of purchasing and aggregation of requirements, resulting in bigger contracts, is 
resulting in the exclusion of SMEs from the tendering process. 

• The Government policy of dealing with fewer suppliers as part of a more efficient materials and 
supply chain management policy on the part of public purchasers is proving to be detrimental to SMEs. 

 

ISME has the following recommendations for improving public procurement: 

• To ensure accountability, transparency and best value for money is achieved, ISME is calling for 
a procurement Ombudsman who can audit buyers, contract awards, and hear from suppliers to make 
recommendations for improvement. 

• Where possible, public sector organisations are encouraged to split contracts into lots to provide 
access for SMEs to offer innovative solutions. Encouraging innovation stimulates competition and lower 
prices. Breaking a contract into lots stimulates innovation and promotes competition. The provision for 
the sub-division of lots in 10/14 only asks buyers to split contracts into lots if it is reasonable, efficient 
and good value for money. ISME believes that these allowances will act as a disincentive for buyers to 
split contracts.  

• When tendering, buyers must be clear on their estimated budget for the goods or services being 
procured over the lifetime of the contract. This better informs potential suppliers on whether to tender 
or not. Circular 10/14 calls for buyers to consider the Life Cycle Costs of a tender, these projected life 
cycle costs should be available to suppliers.  

• Larger tenderers should be asked to indicate the proportion of the tender price that will be 
subcontracted to SMEs so that this can also be included on the etenders website by the awarding 
authority. 

• The value and the number of contracts below EU threshold awarded to SMEs should be 
monitored on an annual basis.  

• The profile and professionalism of the procurement function within the public sector should be 
raised. 

• The accreditation of all procurement training courses availed of by public sector officials is 
strongly recommended to ensure a harmonised competency based approach. 

• “Risk Management” and not “risk avoidance” should become part of the procurement process. 
Public procurers should receive training in risk management. 

• Sectoral networks of public procurers should be established to share best practice in encouraging 
innovation. 

• A separate but linked site to the etenders website should be developed for all contracts below 
the EU threshold, (similar to the UK site Supply2.gov.uk advertising contracts typically under £100k) 
particularly for smaller contracts as this will encourage more SMEs to tender and therefore stimulate 
innovation. 

• To encourage innovation, all public sector organisations should include a “Doing business with 
us” section on their website, including an indication of their future needs for the coming year. 
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• Develop the etenders website to facilitate detailed reporting of statistics. This would also require 
the following: 

• Awarding authorities should issue contract award notices (CANs) for all public procurement 
tenders on the etenders website regardless of the value. Electronic reminders could be sent to awarding 
authorities to ensure compliance. 

• Introduce on the etenders website a field to indicate if innovation/environmental factors are 
being sought in a request for tender. 

• Introduce on the etenders website a field so that the Contract Award Notice could indicate the 
category of company i.e. Micro-enterprise, SME or large company that were awarded the contract. 

• Buyers, when starting the tendering process, should be satisfied that there is no known barrier 
that will prevent bringing the tender process to an early conclusion. 

• Insurances and financial accounts sought should be appropriate to a given competition and 
proportionate to the value of the contract. 

• Buyers should ensure that funding for goods or a service being procured is available prior to the 
tendering process. 

• Prior Information Notices (PIN) should be used by procurers, as early notice gives a longer lead 
time to all suppliers to prepare their tenders. 

• All buyers must actively provide feedback to both successful and unsuccessful tenderers, as part 
of the normal procurement process. 
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Public Sector Reform  
The cost of running the public sector, is way beyond what the Country can afford. Public sector pay and 

pensions, now account for more than one-third of all current spending. The sector is still overstaffed in 

certain areas, despite over-generous packages and has not delivered on the real efficiencies required 

and promised through various benchmarking and pay agreements. 

Annual increments, perks and privileges continue despite efforts to curtail them. It is extremely difficult 

therefore for SME owner managers and their staff to fund extraordinary pay and conditions for the 

public sector, when the SME sector has experienced severe drops in income and minimal supplementary 

pension protection for themselves, beyond the State Pension. 

For too many years Government have avoided introducing cuts to the public sector for fear of a backlash 

from the public sector unions. This effectively has led to the situation where one sector of the economy 

can hold the Country to ransom, knowing that a little pressure on the politicians means that invariably 

they will get their way.  

For the future of the economy the Government has no option but to insist on reductions in public sector 

pay and pensions, together with a measurable, transparent and verifiable efficiency drive. We must 

reduce the burden of a sector that threatens to be a drag on economic growth and strangle the rest of 

the economy. We can, through a continued focus on productivity and reform deliver a world class public 

service that plays a necessary and strategic role in the economy. 

 

ISME key recommendation for the public sector is the introduction of an independent international 

oversight body with responsibility for ensuring that there is genuine, transparent and accountable 

reform of the public sector, highlighting measurable savings in efficiencies. 

ISME also recommends the following; 

Abolish the incremental system of rewarding public servants for service in years. 

Abolish all perks and have a basic salary for all. 

Reform sick pay schemes and insist on management accountability. 

The principle of ‘jobs for life’, should be abolished, with non-performers’ contracts terminated in line 

with the State’s industrial relations due process. 

A number of services, including administration, should be outsourced to the private sector. 
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The Shadow Economy 
The ISME position on the Black Economy is that a reduction of the shadow economy can be achieved 

using various channels the government can influence. The main challenge still is to bring shadow 

economy activities into the official economy, so that goods and services are still produced and provided 

at an economic cost while the government gets additional taxes and social security contributions. 

The Association presented its twelve point plan on the Hidden Economy to the Joint Oireachtas 

Committee on 16th April 2013, with emphasis on the urgency of action and the need to stamp out black 

economy trade through conversion to legitimacy, national awareness of the damage done and zero 

tolerance. 

 Develop and implement an awareness/advertising campaign to communicate the issues and to 

highlight the positive impacts of a reduction of hidden economy activity on the Irish economy, 

jobs and society, and also the negative consequences of dealing in the hidden economy for the 

consumer personally. The work of the Hidden Economy Working Group should be promoted 

and supported 

 A radical review of the current taxation and social welfare system to ensure that the ‘tax 

wedge’, the monetary difference between being gainfully employed and claiming social 

benefits, is changed.  

 Tax incentives should be offered to home owners who use tax compliant, verifiable trades 

people. 

 Many services for cash are carried out by people in commercial vehicles. Introduce a 

mechanism that ensures that information provided to the Gardaí on the taxing of commercial 

vehicles, ‘Goods Only Declaration’ is validated as a matter of course. 

 A number of initiatives have been put in place to deliver on the Revenue Commissioners 

Strategy on Combating the Illicit Tobacco Trade (2011-2013). Increased emphasis is needed to 

ensure the risk of detection is further enhanced. Increase awareness among retailers of the 

hot-line and manage expectations in terms of the confidential nature of the service. 

 Introduce container scanners at Irish ports where the volume and frequency of container traffic 

justifies the investment.  

 Harsher judicial penalties should be imposed on those caught operating in the black economy. 

 Encourage compliance at the earliest stage of the start of the business. Often tax issues are 

perceived as onerous and complex. As a consequence, businesses can either inadvertently 

become involved in operating illicit activities in the early stages of their establishment; or, 

having got into bad habits, continue to operate at least part of their business operations 

“under the counter‟.  

 Revenue to make visits to new traders for educational and risk assessment purposes. 

Encourage firms to use the existing system to request a visit from a Revenue official following 

tax registration  

 Review the ‘Starting in Business – A Revenue Guide’ to identify ways in which the content could 

be made more accessible to the owner/manager and to non-accountants (i.e. written in Plain 

English). 

 Rebrand relevant guides and materials as a Start Right initiative and use a variety of channels 

to make the guide available including: CEBs, BICs, Banks, enterprise agencies, business 

organisations, Local Authorities, solicitors, accountants, libraries, schools, universities/colleges, 

etc. Use company registration/VAT registration as a trigger to issue the Guide. Integrate the 

Start Right Guide as part of the Start Your Own Business Courses. 
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Town Centres 
The difficulties currently experienced by main streets and town centres are well documented.  Retailers 
are facing a myriad of issues such as competition from suburban shopping centres and decreased 
domestic demand, parking problems, the increasing popularity of internet shopping and high 
commercial rates and local charges. A reduction in footfall, stemming largely from decreased consumer 
spending, and empty premises are contributing to the ‘ghost-town’ effect we are currently seeing in so 
many town and village centres. The decay of Irish town centres did not happen overnight and a speedy 
resolution, while preferable, will not be possible. A sustained economic upturn would do much to 
revitalise once bustling high streets but this alone will not address the problems being encountered by 
town and village centre businesses. A comprehensive strategy for renewing main streets and town 
centres must be agreed and implemented as quickly as possible if the streets that were once the focal 
point of community life are to be maintained and revitalised. 

ISME has the following recommendations for renewing town centres and villages in order to make them 
more retail-friendly: 

 Free or discounted parking periods must be introduced where possible. Each council has the 
responsibility of consulting with relevant stakeholders to decide on a package of parking 
incentives that would best suit their town centre. Restoring footfall and rebuilding the ‘hustle 
and bustle’ previously seen on main streets must take priority over raising revenue through 
parking fees. Councils must think long-term and prioritise boosting footfall above the short-
term profit in parking fees and attendant fines collected. 

 Improve the aesthetics and atmosphere of town centres by encouraging landlords (through 
taxation policies if necessary) from leaving units vacant, reducing crime through the increased 
use of ASBOs and encouraging Irish towns to be pro-active in holding community events and 
festivals.  

 Introduce town teams who would take a collaborative, consensus based approach to 
rejuvenating main streets.  

 Introduce a rates freeze for existing businesses for the short to medium term future.  

 Organise a ‘shop local’ information campaign to encourage consumers to support local 
retailers to ensure that their money continues to circulate locally.  

Retail Code of Practice  
ISME has consistently called for the introduction of a relevant and effective legal framework to ensure 

responsible trading practices between retailers and all their suppliers. There is a need to provide a real 

balance in trading relationships between all suppliers and SME suppliers in particular and the buying 

power of multinational and multiple operating retailers.  

In the Irish market individual retailers can account for between 20% and 30% of a suppliers business and 

the top three retailers combined command approximately 70% of the market, giving them massive power 

and an unmatchable advantage in negotiations with their smaller suppliers. There has been an increase 

in additional and unfair demands being made beyond the normal contractual negotiations. SME suppliers 

must meet these demands or risk being delisted. This also is leads to silence from suppliers due to the 

dynamics of the retailer power. We need a legislative framework that allows reporting of abuses of 

dominance or near-dominance anonymously and bans unfair commercial practices. 

ISME recommends an immediate introduction of the Code as it is long overdue. 

The Code will ensure that:  

 Responsible trading practices between all grocery retailers and their SME suppliers is paramount.  

 An ombudsman is in place to investigate complaints of abuse of dominant power by retailers.  
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 Suppliers are not forced to pay for advertising, display of goods or ‘hello money’ unless there is a 

clear and justifiable benefit to both parties. 

 

 

 

 


