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Introduction  
ISME, the Irish Small & Medium Enterprises Association, represents in excess of 10,500 

SME businesses throughout the 26 counties employing more than 245,000. We are an 

INDEPENDENT body representing owner managers of small & medium businesses in 

Ireland. We are independent because we rely solely on the resources of our members, not 

on banks, semi-states, or big business. We are the only independent representative body 

for SMEs in Ireland. 

ISME welcomes this opportunity to contribute to the Action Plan for Jobs 2018. In the years immediately 
ahead, the pressure on Irish companies to perform to the highest international standards will be 
heightened by Brexit. 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.  

Improving the Business Environment  

Competitiveness 
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. The passing of the Rent Pressure Zones legislation removes any constitutional 

impediments if they ever, in fact, existed. 

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. 
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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. 

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 Valuations Office is currently undertaking a revaluation of rates in all local authority areas. When 

this process commenced, ISME understood it would involve nominal upward or downward adjustments 

in the ARV. Following complaints, we surveyed members1 and found that most ARVs were increasing 

substantially.  

This is not acceptable, and imposes an intolerable burden on some businesses. The legislative basis for 

our rates system dates from 1898, and is unfit for purpose. Our members are willing to consider updated 

rates calculations systems. The current rates system requires substantial overhaul before it threatens 

business viability. 

Immediately reform the ARV system, introducing an objective, transparent system for the calculation of 

commercial rates. 

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 manner of calculation of the PSO Levy is anathema to 
this. 

Insurance 
Insurance costs remain a significant strain on SME finances.  

The Book of Quantum must be internationally bench-marked by injury type, and the assessments must 

be mandated as guidance for the judiciary.  

The book is currently out of date and this is leading to inappropriately large awards being granted.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

take account of international comparisons for the same injury, and it must take account of the more 

                                                           
1 https://www.isme.ie/ismes-local-authority-commercial-rates-survey-results 
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recent decisions by the Court of Appeal. Judicial discretion in the interpretation of the Book of Quantum 

must be regulated by law. 

There is also no moral hazard for the presentation of a false or exaggerated claim in our existing justice 

system. Therefore, we have argued for the introduction of a statutory offence of perjury2, and we want 

to see all personal injuries claims sworn under an affidavit of verification by the plaintiff prior to 

submission to the Injuries Board. 

Transport 

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

 

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 2018.  

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.  

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 

                                                           
2 https://isme.ie/assets/The-Case-for-a-Perjury-Act.pdf 
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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 2018: 

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 €5,000 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 

Irish consumers spend in excess of €5.9 billion per annum via on-line purchase. It is estimated that 60% 

of this spend, or €3.5 billion, is on overseas sales, representing a significant opportunity lost for Irish 

retailers. It is expected that the amount spent by Irish consumers purchasing on-line will increase to €12.7 

billion by 2020. 

The current Trading On-Line Voucher scheme provides only enough to establish a company’s website. It 

does not provide sufficiently to get them trading on line. Secure on-line trading remains a challenge for 

Irish retailers and the cost of establishing a presence in this market can be prohibitive.   

ISME urges the Government to increase the voucher value to €10,000 (for a secure, payments-enabled 

website) and introduce a tax-based scheme with the objective of giving a double tax allowance for the 

additional cost of establishing an on-line presence to SME businesses with a particular focus on selling to 

overseas consumers. 

 

Trading Online Vouchers of €10,000 per qualifying business must be introduced with no spending match 
requirement. The target number for these vouchers should be higher than the 2,000 target set in the 
first round- ISME suggests targeting 10,000 businesses and extended to all SMEs.  

 

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.  
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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. 

 

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.  

 

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. 

Statutory Redundancy Payments. 
One of the unintended effects of making redundancy more expensive or difficult for employers is that they are 

less likely to hire employees, and more likely to use agency or contracted labour. The Global Innovation Index3 

places Ireland 56th (of 128 countries) for ease and cost of redundancy. 

The Government reduced the rebate on Statutory Redundancy in 2012, and eliminated it in 2013. This was a 

mistake. Employers always had liability for a proportion of Statutory Redundancy payments, but the State 

provided an ‘insurance policy’ via the social fund to pay the balance. The employers’ contribution to this fund 

was set at 0.5% (recovered via PRSI) in the Redundancy Payments Acts 1979. This contribution was not 

terminated when the rebate ended. 

The employers’ payments to the redundancy fund generated a substantial surplus over the liabilities from the fund. 

Indeed in 2002, the then Department of Social Welfare was able to pay €635m to the Exchequer. While stating that 

removal of a rebate (which employers were already paying for) was wrong, we acknowledge it was done in 

                                                           
3 https://www.globalinnovationindex.org/gii-2017-report 
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straitened times. This justification no longer exists; yet the continued refusal to rebate redundancy payments 

discourages employers from taking on employees in potentially marginal cases. 

The Statutory Redundancy rebate should be reinstated at its 2012 level (60%). Failing this, the requirement to pay 

statutory redundancy should be eliminated, or, employers’ PRSI should be reduced by 0.5% in lieu. 

Reintroduce the Statutory Redundancy Rebate at the old rate of 60% (in default, eliminate Statutory 
Redundancy, or reduce Employers’ PRSI by 0.5%).  

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. 

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 
The introduction of the Entrepreneurial Relief Scheme in Budget 2016 was a welcome development. 

However, it is still a far less attractive relief than that offered by the British. The Irish CGT on similar gains 

is 20%, down from 33%, up to €1 million lifetime limit. 

In Britain capital gains realised on the disposal of certain businesses are taxed at a rate of 10% on the first 

£10 million of the gain achieved. The excess over that is taxed at 28%. This leaves Irish SMEs at a massive 

disadvantage to their UK counterparts. 

Increase the limit on gains to €15million, and reduce the tax to 10% CGT. 

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. 
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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 

• 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.  
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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. 

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 
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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.   

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. 
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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, 

 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. 
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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. 

The UK’s departure from the EU means this particular area will not be governed by state aid rules for 

British companies. We ask the DBEI to be cognisant of this.  

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 
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. 

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.  

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. 

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. 
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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 programs, 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. 

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 2018 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: DBEI, 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; 
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• 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 

departments and public bodies having received a Crystal Mark - which is the Plain English Campaign’s seal 

of approval. 

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

place. 

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. 
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Prompt Payment Awareness Code and Portal 
The Prompt Payment portal was launched earlier this year. As yet, we are not seeing a step-change in 

debtor-days improvement for our members. We reserve our position on seeking a more robust approach 

(as we did in the past).  

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. 

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).  

The current  

ISME has the following recommendations for improving public procurement: 

• We continue to believe that the current TAS system requires external oversight, and therefore 
call 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.  

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

 

Public Sector Reform  
The cost of running the public sector, is way beyond what we can afford. Public sector pay and pensions now 

account for more than one-third of all current spending. The sector remains overstaffed in certain areas, despite 

over-generous packages and has not delivered on the real efficiencies required and promised through various 

benchmarking, Croke Park, Haddington Road and Lansdowne Road 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. 

The gap between public and private sector pay4 is an established factual and statistical reality. Yet any time we 

point this out, ISME is accused of right-wing, neo-liberal disregard for the public services (usually, but not 

exclusively, by the same people who are arguing for an increase in the public-private sector pay gap). 

                                                           
4 http://cso.ie/en/releasesandpublications/er/elcq/earningsandlabourcostsq42016finalq12017preliminaryestimates/ 

 

http://cso.ie/en/releasesandpublications/er/elcq/earningsandlabourcostsq42016finalq12017preliminaryestimates/
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The issue is no longer merely fiscal, it is moral. The continued unchallenged diversion of State resources into 

public service current expenditure represents an unjustified transfer of wealth from the poorer, exposed majority 

to the cosseted minority, at the expense of infrastructural spending, and the future generations who will have to 

repay our profligacy. A decade after we sustained our last fiscal crash, we are steadily building towards another.  

For too many years, Government has avoided meaningful modernisation of 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 political pressure invariably means they will get their way. 

If it comes to a choice between widespread and damaging industrial unrest, or a repeat of the fiscal crash of 

2008-2010, the former is far preferable to the latter. 

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. 

 

 The Public-Private pay gap has declined from 46% in 2012 to 37% in 2017. The State should 

commit to reducing this gap to 10% by 2025. 

 Use GNI* as the key denominator to measure State costs. By using GDP as the denominator, 

which is roughly than 30% greater than GNP, we greatly underestimate our per capita 

expenditure on health, education and other social costs. This yields materially incorrect results 

for our public spending KPI measures. Apply this GNI* benchmarking rule to all Gov. Spend, with 

EU comparatives, and make it part of CSO quarterly reporting.  

 Adopt Accruals Based Accounting for Government accounting. This is in line with OECD and best 

international practise and give a more realistic account of national figures. 

 Provide for termination by way of redundancy for State employment contracts. 

 Provide for robust means of dismissal for under-performing State employees. 

 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 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. 

 Have IT investment in Health & Education benchmarked against the best systems 

internationally, and make it part of the 4% Infrastructural investment objective noted in 

Rebooting the Domestic Economy above. 

 A number of services, including administration, should be outsourced to the private sector. 

 Ensure the maintenance of a statutory retirement age 

 

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 
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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. 

 

 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. 

 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. 

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. 
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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.  

 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. 


