
1 
 

 

Budget 2019 

Report on Tax Expenditures 

Incorporating outcomes of certain Tax 

Expenditure & Tax Related Reviews 

completed since October 2017 



2 
 

 
 
 
 
 
 
 
 
 

Report on Tax Expenditures 
 

Incorporating outcomes of certain tax expenditure & tax related reviews 
completed since October 2017  

 

 
 

 
October 2018 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Tax Policy Division 
Department of Finance 
Government Buildings,  
Upper Merrion Street, Dublin 2, 
D02 R583, Ireland 

E-mail: pat.mccolgan@finance.gov.ie 
Website: www.finance.gov.ie 

mailto:-mail:%20pat.mccolgan@finance.gov.ie
http://www.finance.gov.ie/


3 
 

Preface > 
 
 
 
 
The Department of Finance’s October 2014 “Report on Tax Expenditures” set out new Guidelines 

for best practice in ex ante and ex post evaluation of tax expenditures. By way of example it included 

a brief synopsis of some of the more recent tax expenditure reviews.  

In October 2015, the Department published its first annual Report on Tax Expenditures which built 

on the 2014 Tax Expenditure Guidelines. It contained a set of tables outlining the fiscal impact of 

the range of tax expenditures as required under the EU Budgetary Framework Directive1, and also 

the results of certain tax expenditure reviews that have been completed since the last Budget.   

This Report, the Report on Tax Expenditures 2018, is the fourth such report, and continues in a 

similar format to those published previously, in that it contains the findings of five tax 

expenditures/tax related reviews, as well as the tables referred to above.  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
1 http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv:ec0021 
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1: Introduction and Summary 
 

This report is the fourth such annual report2. It sets out the tax expenditures that have been in effect 

since the previous such report (which was published in October 2017). 

Tax Expenditures  

As was set out in the precursor 2014 Report3, the definition of a tax expenditure in Irish legislation 

draws on an OECD definition and describes a tax expenditure as a transfer of public resources that 

is achieved by: 

a) Reducing tax obligations with respect to a benchmark tax rather than by direct expenditure; 

or 

b) Provisions of tax legislation that reduce or postpone revenue for a comparatively narrow 

population of taxpayers relative to the tax base. 

Tax expenditures may take a number of forms such as exemptions, allowances, credits, preferential 

rates, deferral rules etc. They are general government policy instruments used to promote specific 

social or economic policies and are closely related to direct spending programmes.  

The introduction of an obligation on Member States to publish information on the impact of tax 

expenditures in the context of the Budgetary Frameworks Directive was driven by the fragmented 

and un-transparent nature of information about tax expenditures previously available. This was 

seen as acting to both hinder the effectiveness and efficiency of fiscal policy making by Member 

States, and to render the identification of possible improvements to fiscal and tax arrangements 

more difficult.   

The tables of Tax Expenditures having effect in the period between October 2017 and September 

2018 are in section 34 of this report, showing data for the last two years for which it is available.  

 

 

                                                           
2 The 2017 version of this report can be found at: 

http://www.budget.gov.ie/Budgets/2018/Documents/Report_on_Tax%20_Expenditures_2017.pdf 

The 2016 version of this Report can be found at: 

http://www.budget.gov.ie/Budgets/2017/Documents/Tax_Expenditures_Report%202016_final.pdf 

The 2015 version of this Report can be found at: 

http://budget.gov.ie/Budgets/2016/Documents/Tax_Expenditures_Report_pub.pdf 

3 http://www.budget.gov.ie/Budgets/2015/Documents/Tax_Expenditures_Oct14.pdf 

4 It has not proved possible to include projections for all current tax expenditures in this report, therefore 

only the most recently available data for the preceding full two years is shown.   

http://www.budget.gov.ie/Budgets/2018/Documents/Report_on_Tax%20_Expenditures_2017.pdf
http://www.budget.gov.ie/Budgets/2017/Documents/Tax_Expenditures_Report%202016_final.pdf
http://budget.gov.ie/Budgets/2016/Documents/Tax_Expenditures_Report_pub.pdf
http://www.budget.gov.ie/Budgets/2015/Documents/Tax_Expenditures_Oct14.pdf
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Recent developments in the tax expenditures area 

Driven by the ever increasing awareness of the important, but often overlooked, role played by tax 

expenditures as a stand-alone category within the tax policy sphere, as part of the 2017 Tax Strategy 

Group (TSG) process, a paper entitled “Tax Expenditure Review 2017” was prepared for that Group’s 

consideration when it met in July 2017.  

The TSG 2017 paper looks at: 

 official policy on tax expenditures; 

 defining tax expenditures; 

 the merits and demerits of tax expenditures; 

 the evolution of the analysis and overview of the most significant tax expenditures in 

Ireland; and, 

 the evaluation of tax expenditures 

This paper was subsequently published and can be found at http://www.finance.gov.ie/wp-

content/uploads/2017/07/TSG-17-13-Tax-Expenditures-PL.pdf 

The Parliamentary Budget Office recently (21/09/2018) produced a paper “Tax Expenditures in 

Ireland: Key Issues for Consideration”5. This paper puts forward four “key messages”: 

 Key message 1 – defining the benchmark system: consideration might be given to 

establishing a definitive list of benchmark measures and tax expenditures that are in effect 

in Ireland. At present, there are discrepancies between the Revenue Commissioners and 

the Department of Finance regarding the classification of measures as tax expenditures;  

 Key message 2 – costing tax expenditures: consideration might be given to alternative 

methods of estimating the costs of tax expenditures, given the underlying weakness 

inherent in the standard revenue foregone method. Although the PBO acknowledges the 

complexities of this approach, as an alternative, the final revenue foregone approach which 

incorporates behavioural effects and the interaction of different policy measures might be 

considered;  

 Key message 3 – data accessibility and transparency: consideration might be given to 

improving the access, availability and transparency of data on tax expenditures. The PBO 

recognises that, in this instance, there is a need to strike a balance between data 

transparency and the administrative burden this may place on taxpayers. Nevertheless, 

consideration might be given to consolidating the data provided by the Revenue 

Commissioners and the Department of Finance in respect of the cost of tax expenditures 

(following on from PBO Key Message 1). Furthermore, consideration might be given to the 

publication of the aggregated cost of tax expenditures for each year, and to the publication 

                                                           
5 https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-09-21_tax-expenditures-

in-ireland-key-issues-for-consideration_en.pdf  

http://www.finance.gov.ie/wp-content/uploads/2017/07/TSG-17-13-Tax-Expenditures-PL.pdf
http://www.finance.gov.ie/wp-content/uploads/2017/07/TSG-17-13-Tax-Expenditures-PL.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-09-21_tax-expenditures-in-ireland-key-issues-for-consideration_en.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-09-21_tax-expenditures-in-ireland-key-issues-for-consideration_en.pdf
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of the estimated cost of tax expenditures for the year ahead (on an individual and aggregate 

basis); and,  

 Key message 4 – systematic review and evaluation: consideration might be given to a 

systematic approach to the routine review of all tax expenditures. The Department’s (and 

the Commission on Taxation’s) own guidelines around tax expenditure evaluation might be 

enforced. This would involve systematic ex ante reviews of all tax expenditures to assess 

their appropriateness and planned implementation (and the likely data requirements for 

sufficient ex post analysis), and timed ex post analysis of their effectiveness and success in 

implementation. 

These “key messages” will be assessed by the Department of Finance and Revenue in due course.      

Tax Expenditure & Tax Related Reviews 

Over the course of each year, a number of reviews of tax expenditures and other tax related matters 

take place, to ensure that the tax expenditures and taxes remain fit-for-purpose, to ascertain 

whether existing tax expenditures and taxes should be amended, continued, extended or ended, or 

to otherwise review certain taxes (existing and proposed) or groups of taxes. These are carried out 

in-house by the Department of Finance (in co-operation with the Office of the Revenue 

Commissioners and where appropriate other relevant Departments), by the Office of the Revenue 

Commissioners, or through availing of specialised consultants, again with the input of this 

Department, Revenue and other relevant Departments (where appropriate).   

The opportunity presented by the need to publish this Tax Expenditures Report, is being availed of 

again to include a small number of the reports which have been completed in this area since Budget 

2018.  

Five reports, as listed on the contents page, are included in Section 2 of this document. 
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2: Tax Expenditure Reviews 
 
 
Progress Implementation Update of the 

Agri-taxation Review 2014 

Report of the Agri-taxation Working Group  

OCTOBER 2018 
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 Executive Summary 
This report is presented by the Agri-taxation Working Group (AWG) comprising officials from the 

Department of Finance; the Department of Agriculture, Food and the Marine; the Department of 

Public Expenditure and Reform, and the Revenue Commissioners.6 

In 2014, the Minister for Finance and the Minister for Agriculture, Food and the Marine published 

the Agri-taxation Review, henceforth referred to as the 2014 Agri-taxation Review. The 2014 Review 

made twenty-five recommendations under three policy objectives to: increase the mobility and 

productive use of land; assist succession; and complement wider agriculture policies and schemes, 

as well as general recommendations.  

In 2017, the Minister for Finance and Public Expenditure and Reform, and the Minister for 
Agriculture, Food and the Marine jointly asked the AWG to review the progress made on the 
implementation of the twenty-five recommendations contained in the 2014 Agri-taxation Review 
and, given the evolving economic context in the years subsequent, to consider certain other matters. 
As part of this review, input from the sector itself was invited by way of a public consultation process.  

In the process of completing the current report, the AWG examined the implementation of the 

twenty-five recommendations and found that all recommendations have been implemented or are 

in the process of being implemented.  

The AWG recognises that the primary agricultural sector is inherently volatile in terms of input and 

output prices and, as a result, farm incomes can fluctuate from one year to the next. While there 

are already a number of tools available to those operating in the sector, additional support or 

enhancements to existing supports, must be kept under consideration. As part of this report, the 

Economics Division of the Department of Finance carried out an economic analysis of a proposed 

income stabilisation tool involving income deferral. This analysis (set out in chapter five) focussed 

on the dairy sector using data on average incomes and milk production over a retrospective period 

from 2007-2017. The analysis found that this tool would have had an estimated economic cost of 

up to €15.3 million per year over the period 2007 to 2009 and up to €41.9 million per year in revenue 

foregone.   

Chapter six of the report maps out the cost of existing direct expenditure and tax expenditure 

measures that directly benefit the sector. On the basis of Revenue data from 2016, the AWG found 

that the sector benefits from over €800 million in tax expenditures and just under €1.8 billion in 

direct expenditures.    

                                                           
6 Agri-taxation Working Group Members 

Department of Finance  

Joe Cullen 

Patrick Brennan 

Colm Roche 

Hazel Ryan  

 

Department of Agriculture, Food and the Marine 

Sean Bell 

Bernard Harris 

 

Department of Public Expenditure and Reform 

Georgina Hughes Elders 

Niall McCabe 

 

Office of the Revenue Commissioners 

Clare Lucey 

Norma Daly 
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 Chapter 1: Introduction and Approach 
Introduction 
In 2017 the Minister for Finance and Public Expenditure and Reform, and the Minister for 
Agriculture, Food and the Marine jointly asked the AWG to assess the progress made on the 
implementation of the twenty-five recommendations contained in the 2014 Agri-taxation Review 
and to consider certain other matters.  

The agri-food sector is Ireland’s largest indigenous sector contributing 7.8 percent of GNI*7, 7.9% of 
total employment and 11.1% of all merchandise exports in 2017. Agri-food exports have grown by 
over 70% from 2009 to 2017 when they reached €13.6 billion. The sector faces a number of 
challenges in the near future, from the UK departure from the European Union, to reforms to the 
Common Agricultural Policy (CAP) and climate change. In 2017, the UK market received 38% of the 
exports from the agri-food and fisheries sectors; uncertainties regarding market access in the future 
as well as currency volatility have the potential to cause issues for those operating in the sector. The 
decoupling of farm payments and the abolition of milk quotas has contributed to volatility of 
incomes in recent years, especially in the dairy sector. At the same time, agriculture is predicted to 
account for the largest share of Ireland’s non-ETS8 emissions in 2020 at approximately 44 percent of 
GreenHouse Gas (GHG) emissions. Each of these challenges and the policies adopted in the 
respective areas are discussed in chapter three.  

Food Wise 2025, launched in 2015, sets out the current ten-year plan for the industry. The plan aims 
for an 85% increase in exports, the creation of 23,000 additional jobs, a 70% increase in value added 
and a 60% increase in primary production by 2025. 

The 2014 Agri-taxation Review was announced in 2013 with the goal of assessing the benefits and 
the costs of the various measures directed at the primary agricultural sector and the alignment of 
the wider tax policy with the objectives as set out in Food Harvest 2020, the predecessor of Food 
Wise 2025. Indecon Economic Consultants were selected to carry out the cost benefit analysis and 
the international benchmarking exercise. A public consultation was also undertaken by the working 
group. The Indecon Review of Agricultural Tax Incentives made thirty recommendations, many of 
which mirrored the final twenty-five recommendations made by the working group to the Minister 
for Finance and the Minister for Agriculture, Food and the Marine in 2014.  

The third point in the terms of reference for the AWG required the group to detail the 
implementation progress which has been made on the twenty-five recommendations contained 
within the 2014 Agri-taxation Review. The majority of the recommendations have been 
implemented in budgets subsequent to the 2014 Review, which was recognised by a number of 
submissions made to the group in the public consultation process. Recommendation 24A 
recommends “(examining) the feasibility of introducing a risk deposit scheme”. That particular 
recommendation is being examined in this review.  

It is recognised that farm income can be volatile and there are a number of policies implemented to 
aid farmers in combating this volatility, such as the income averaging scheme. The SBCI Agriculture 
Cash-flow Support Loan Scheme was a once-off initiative in this regard, introduced to leverage a 
loan scheme using EU exceptional aid funds granted as a result of very low commodity prices in 
2016. The income averaging scheme has been altered a number of times to make it more effective 

                                                           

7 GNI* or Modified Gross National Income is a measure developed to exclude globalisation effects that 

disproportionally impact the measurement of the size of the Irish economy. 

8 Emission Trading System 
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in fulfilling its purpose of stabilising incomes. In Budget 2015, the averaging period was extended 
from three years to five. A step-out from the scheme was introduced in Budget 2017, thus allowing 
farmers to pay the actual tax due that year as opposed to the average of the current year and the 
last four. Other tools could be developed to tackle income volatility in the sector. Chapter five 
provides an economic assessment of one such tool, i.e. a farm deposit scheme which largely takes 
the form of the 5-5-5 model proposed by ICOS9 in a number of their recent pre-budget submissions. 
The analysis finds that the scheme could have an annualised economic cost of up to €15.3 million 
from 2007 to 2009 and that the cost in revenue forgone could be up to approximately €42 million 
in a given year if directed at the dairy sector alone.  

 

Terms of Reference and Scope 
The terms of reference for the working group are as follows: 
 
A comprehensive examination of the progress made in achieving the recommendations of the 2014 
Agri-taxation Review and recommendations in relation to income stabilisation and data collection 
including:   
 

 A summary of the context, background, and process of the 2014 Agri-taxation review; 

 An update of the context since the completion of the Agri-taxation review to include: Brexit, 
climate change and the abolition of milk quotas; 

 A summary of the outcome of the Agri-taxation review and its implementation in Budgets 
2015, 2016 & 2017. In particular, regard should be given to: 
1. Analysing income stabilisation and the proposed farm deposit scheme, including a 

public consultation process with analysis of resultant submissions from stakeholders, 
and 

2. The recommendation in the agri-taxation review on data collection and management in 
order to comply with state aid requirements. 

 The mapping of direct and tax expenditure supports available to the agricultural sector. 
 

 

Methodological Approach 
This report of the AWG incorporates the following elements: 
 

1. an examination of the implementation of the recommendations of the 2014 review, 
2. the results of a public consultation process, 
3. an ex-ante analysis of a proposed measure for income stabilisation, 
4. commentary on the issue of data sharing between Revenue and DAFM for state aid 

reporting purposes, and 
5. Mapping of direct and tax expenditure supports available to the agricultural sector. 

 

Structure  
The remainder of the review is structured as follows. Chapter two outlines the 2014 Agri-taxation 

Review. Within that chapter the three elements of the 2014 review are presented: the econometric 

analysis, the cost-benefit analysis and the review of agri-tax measures in other countries which were 

carried out by Indecon Economic Consultants. The Report of the 2014 Agri-taxation Working Group 

to the Minister for Finance and the Minister for Agriculture, Food and the Marine is presented with 

                                                           
9 The Irish Co-operative Organisation Society 
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a summary of the public consultation process and the conclusions and recommendations the AWG 

made.  

Chapter three summarises the economic and policy context of the sector. First, the AWG addresses 

the progress that the sector has made in meeting the goals laid out for it in the Food Harvest 2020 

strategy, then it presents the next set of goals for the sector as stated in the Food Wise 2025 

strategy. Finally, some of the challenges facing the sector are summarised, namely: Brexit, Common 

Agricultural Policy (CAP) reform and climate change, including some of the policies implemented to 

guard against these challenges.  

The progress made in implementing the twenty-five recommendations made in the in the 2014 Agri-

taxation Review is presented in chapter four. The policies are listed with reference to the Budget in 

which they were implemented, from Budget 2015 to Budget 2019. Policies which were not formal 

recommendations of the 2014 review but which contribute to the policy objectives are also listed.  

The policy objectives are:  

a. Increase the mobility and the productive use of land,  

b. assist succession, and  

c. Complement wider agriculture policies and schemes.  

Chapter five presents the Department of Finance economic evaluation of an income stabilisation 

tool which has been put forward as a proposal, in various iterations, by a number of farming 

organisations in previous pre-budget submissions and as part of the most recent public consultation.   

Chapter six presents a mapping exercise of the direct expenditure and tax expenditure measures 

that benefit the sector. 

The public consultation, which was undertaken as part of this process, is discussed in chapter seven, 

beginning with an outline of the main themes of interest. The recommendations made in the 

submissions to the AWG are grouped together by consultation question and by tax head, with a 

break-down of the respondents being provided. Copies of the submissions made to the group are 

to be made public on the Department of Finance website at a future date.10  

The final chapter concludes the report. 

 

 

 

  

                                                           
10 Available at: https://www.finance.gov.ie 

https://www.finance.gov.ie/
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 Chapter 2: The 2014 Agri-taxation Review 
Background 
The 2014 Agri-taxation Review was announced in 2013 with the goal of analysing the benefits of the 

various agri-tax measures to the agriculture sector and the wider economy versus the costs, and to 

ensure that tax policy aligned with the objectives set out in Food Harvest 2020, the predecessor 

strategy to Food Wise 2025. The review consisted of two parts: the report of the Working Group 

and the Indecon report.11 

 

There are a number of taxation measures which are exclusively aimed at the farming community, 

while farmers can also avail of many of the measures that are not exclusive to the sector. The main 

categories of taxation measures examined in the 2014 Agri-taxation Review were:  

 

 Income Averaging, 

 Capital Allowances,  

 Stock Reliefs, 

 Income Tax exemptions for land leasing,  

 Income Tax exemptions for profits from woodlands, 

 Capital Gains Tax measures,  

 Capital Acquisitions Tax measures, and  

 Stamp Duty measures. 

 

The 2014 Review was overseen by a working group made up of officials from the Department of 

Finance, the Department of Agriculture, Food and the Marine and the Revenue Commissioners. The 

working group set out terms of reference for the Review to include three main elements: 

 

1. A public consultation, 

2. A cost benefit analysis,  

3. An international benchmarking exercise. 

 

The group examined taxation relating to the primary production sector only.12 The primary 

agriculture sector provides the raw materials that underpin the Irish food and drink industry. It is a 

key driver of the rural economy with the Central Statistics Office (CSO) estimating the output of the 

primary agriculture sector in 2013 at €7.25 billion (the equivalent figure for 2017 was over €8 

billion). The CSO estimates intermediate consumption of almost €5.7 billion, the majority of this 

expenditure being spent on local wages and raw materials and services sourced in Ireland.  

 

 

                                                           
11 Following a competitive tendering process, Indecon Economic Consultants were appointed to carry out 

the independent cost benefit analysis and the international benchmarking exercise.   

12 The focus of the 2014 Review was on the primary production sector. This includes crop and animal 

husbandry as well as forestry and logging. 
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Indecon Review of Agricultural Tax Incentives 
Following a competitive tendering process, Indecon Economic Consultants were appointed to carry 

out the econometric analysis, independent cost benefit analysis and the international benchmarking 

exercise of agricultural tax incentives.  Indecon attended the consultative meetings with 

stakeholders and liaised extensively with the Department of Agriculture, Food and the Marine, the 

Department of Finance, and the Revenue Commissioners. Indecon Economic Consultants presented 

an independent report to the working group, which can be summarised in three parts: 

 

 

1. Econometric Analysis 

 

The Indecon report found a positive relationship between investment in capital and stock and 

increased output. It also found that a trained farmer had 12% higher levels of output compared 

with an untrained farmer and that farmers over sixty-five typically had output that was between 

4% and 7.1% lower than farmers who were under sixty-five.   

 

 

2. Cost Benefit Analysis 

 

Indecon estimated that the direct annual exchequer costs of agri-taxation measures amounted 

to nearly €340 million. When administration and other imputed costs were included, the total 

economic cost of the agri-taxation measures was estimated at €681 million per annum. 

Balancing these costs against the estimated benefits of agri-taxation measures, which the report 

estimated at €790 million, provided a benefit-cost ratio of agri-taxation measures of 1.16. This 

suggests that, in aggregate, the agri-taxation measures, as they were constituted, had a positive 

net economic benefit to the Irish economy.  

 

 

3. Review of Agri-tax Measures in Other Countries 

 

The 2014 Report reviewed agri-taxation measures in the UK, the Netherlands and France. In 

particular capital allowances, stock relief, capital gains tax measures, capital acquisition tax 

measures, stamp duty and income averaging were analysed. It also considered other specific 

agri-taxation measures in these countries, as well as specific agri-tax measures in New Zealand 

and Australia.  The review of agri-tax measures in other countries provided context to the review 

of Irish measures and demonstrated that a number of other EU Member States had particular 

reliefs available to the farming sector generally and to young farmers in particular. It found that 

in general, there were more sector specific agri-taxation reliefs in Ireland than some of the other 

countries reviewed but in a number of other countries tax reliefs available to all businesses or 

to SMEs may have had similar benefits for farmers.   

 

 

Indecon Review of Agricultural Tax Incentives Conclusion: 

 

The Indecon Review of Agricultural Tax Incentives concluded, ‘analysis suggests that the existing 

agri-tax reliefs have a marginal net economic benefit and support a critical sector of the Irish 

economy. However the ownership structure and age profile of the Irish agricultural sector is 
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preventing it from realising its potential. Indecon’s analysis suggests that with better targeting, the 

contribution of the incentives to agricultural policy objectives could be enhanced. In particular, there 

is a need for a new focus on facilitating land access and enhancing the relative incentives for leasing. 

There is also a need to redirect tax measures to support active farmers and to target the measures 

to achieve other objectives........With appropriate reforms, Indecon believes the expansion of Irish 

agricultural output and employment can be accelerated. The proposed reforms would underpin 

Ireland’s inherent comparative advantages in this sector. However, failure to introduce radical 

effective measures to increase long term leasing and to facilitate younger age farmers would 

represent a lost opportunity for the Irish economy.’ The Indecon Report sets out thirty 

recommendations, many of which mirror the Working Group recommendations. 

 

 

The Report of the Agri-taxation Working Group to the Minister for Finance and 

the Minister for Agriculture, Food and the Marine 
The AWG of the 2014 Agri-taxation Review met on a regular basis and considered the written 

submissions to the public consultation, the consultative meetings held with key stakeholders and 

the independent Indecon Report.  The Working Group considered options to better achieve existing 

policy goals, with particular reference to Food Harvest 2020, the Common Agricultural Policy and 

the Programme for Government; particularly the Government commitments to assist further 

expansion of the agri-food sector and to promote greater land mobility and involvement of young 

farmers. Coherence with wider tax policy and any cross-sectoral consequences were also 

considered, as well as the prevailing economic environment. Taking all of the above into 

consideration, the Working Group in their report, concluded that it is justified to continue support 

for the primary agricultural sector through taxation measures, with some additions and 

amendments. The working group found that the newly defined agri-taxation policy objectives and 

the resulting range of recommendations fulfilled its brief and will contribute to maximising the 

potential of the primary agriculture sector. 

 

Public Consultation 

 

The working group undertook a public consultation process consisting of written submissions and 

consultative meetings with key stakeholders. There was a substantial response to the written 

submission phase of the public consultation process; forty-six submissions were received with over 

300 detailed suggestions across a range of tax-heads. The working group and Indecon held 

consultative meetings with twenty-one key stakeholders. The submissions and meetings included 

proposals to amend current measures and new proposals, all of which were considered in the course 

of the Review.  

 

Conclusion and Recommendations 

 

Acknowledging that taxation policy for the primary agriculture sector and the resultant taxation 

measures had grown incrementally over many years, the working group set out a strategy for agri-

taxation policy for the future and concluded that the key policy objectives are: 

 

1. Increase the mobility and the productive use of land.  
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Access to land and the low level of land mobility was one of the main challenges facing farmers 

who wanted to increase their productivity. There was a growing consensus that the actual use 

of land was becoming more of an issue than ownership. While there was an active rental market, 

the majority of these cases were for short-term conacre lettings. Long-term leasing has a 

number of advantages over the conacre system and the report recommended measures to 

assist in rebalancing the market in its favour. 

 

2. Assist succession. 

  

The age profile of Irish farmers was increasing and it was recognised that there are social and 

economic reasons why succession management was a challenge for farmers. Assisting 

succession and the transfer of farms has been a central part of agri-taxation policy and the 2014 

Report included a number of recommendations to maintain and strengthen that support. 

 

3. Complement wider agriculture policies and schemes, such as supporting: 

 

 Investment to enhance competiveness, including assisting new entrant, young trained 

farmers, 

 Environmental sustainability, including the improvement of farm efficiency, 

 Alternative farming models such as farm partnerships, and 

 Responses to increasing income volatility. 

 

Consistent with agriculture policy generally, an overarching principle of policy in this area is to 

ensure existing resources, especially land, are focussed on active productive farmers. Increasing the 

mobility and the productive use of land and assisting succession are policy objectives which are 

primarily supported through the taxation system. The objectives listed at 3 above are primarily 

supported through other policies such as the CAP (Pillar I direct payments and the Rural 

Development Programme), but taxation measures have a specific role to play in these areas.  

 

The Working Group set out twenty-five recommendations, grouped by key policy objectives. The 

report also recommended the continuation of the Agri-taxation Working Group to ensure the 

successful implementation of the Report, to examine some outstanding issues further and to ensure 

better data collection on costs and benefits, so that resources can remain targeted for the benefit 

of the sector and the economy generally. Table 1 lists the recommendations made in the 2014 

report. 

 

Key findings on Indecon’s cost benefit and econometric analysis 

 

The Review findings of the independent cost-benefit analysis and associated econometric analysis 

were positive in terms of continuing supports for the primary sector through taxation measures. The 

econometric analysis found: 

 

 A positive relationship between investment in capital and stock and increased output. 

 A trained farmer had 12% higher levels of output compared with an untrained farmer. 

 Farmers over 65 typically had output that was between 4% and 7.1% lower than farmers who 

were under 65.  
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Table 1: The 2014 Agri-Taxation Review Recommendations  
 

Recommendation 

A.       Increase the mobility and the productive use of land 

1. Retain Relief for certain income from leasing of farm land. 
2. Increase the income thresholds for relief from leasing income by 50%. 
3. Introduce a fourth threshold for lease periods of 15 or more years with an exemption for the first €40,000 per annum. 
4. Remove the lower age threshold of 40 years of age for eligibility for the long-term leasing tax relief. 
5. Allow non-connected limited companies as an eligible lessee for the long-term leasing tax relief. 
6. Relieve stamp duty on long-term leases (5 years or more) for agricultural land. 
7. Raise awareness among land owners of the current reliefs for long-term leasing. 

B.       Assist succession 

8. Retain Agricultural Relief from Capital Acquisitions Tax. 
9. Target Agricultural Relief from Capital Acquisitions Tax to qualified or full-time farmers or to those who lease land out on a 
long-term basis. 
10. Retain Retirement Relief from Capital Gains Tax at current levels. 
11. For transfers under Retirement Relief (from capital gains tax), extend the eligible letting period of a qualifying asset to 25 
years. 
12. For transfers other than to a child under Retirement Relief, as a once-off measure until the end of 2016, allow conacre 
lettings as eligible. 
13. Extend Stamp Duty Consanguinity Relief on Non-Residential Transfers to the end of 2017. 
14. Retain current stamp duty exemptions on transfers of land. 

C.        Complement wider agriculture policies and schemes 

15. Retain the current Capital Allowances available to the sector. 
16. Retain current Stock Reliefs. 
17. Retain CGT relief on farm restructuring, allow whole-farm replacement and extend the measure to the end of 2016. 
18. Retain as tax exempt, profits or gains from the commercial occupation of woodlands. 
19. Examine the broadening of the scope of Sustainable Energy Authority of Ireland’s (SEAI) ACA scheme to incentivise 
investment in energy efficient equipment by making it available to non-incorporated businesses. 

D.       Alternative farming models such as farm partnerships 

20. Retain the current measures and review in the context of new partnership register and supports under the RDP. 

E.        Responses to increasing income volatility 

21. Retain and enhance Income Averaging by increasing the period from 3 to 5 years. 
22. Allow averaging to be availed of where a farmer and/or their spouse receive income from an on-farm diversification trade or 
profession. 

F.        General recommendations  

23. Examine the scope for extending income averaging to forestry clear-felling profits. 
24. The Agri-taxation Working Group should remain in place to monitor the agri-taxation measures and examine other issues 
arising; and specifically to: 
      a.        Examine the feasibility of introducing a risk deposit scheme 
      b.        Examine the feasibility of introducing a ‘Phased Transfer Partnership’  
      c.        Examine the tax system to determine unintended barriers to female participation 
      d.        Examine other issues as necessary. 
 
25. The Agri-taxation Working Group should also work to ensure better data collection on costs and benefits. 
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Chapter 3: Economic and Policy Context  
Overview of the Agri-food sector 
The agri-food sector is Ireland’s largest indigenous industry, including primary production, food and 

beverage production as well as forestry, contributing 7.8% of GNI* and generating 11.1% of all 

merchandise exports in 2017. It accounts for 7.9% of total employment or some 174,000 jobs.  The 

agri-food sector has performed well in recent years with the value of agri-food exports reaching 

€13.6 billion in 2017, marking growth of over 70% since 2009. This compares to targets set out in 

Food Harvest 2020 of achieving exports of €12 billion by 2020. Much of the sector is rurally based, 

contributing to balanced development. In 2016, the year of the most recent data, there were 

137,500 farms in the state.13  

 

Food Harvest 2020 and Food Wise 2025 
The 2014 Agri-taxation review took account of the food strategy of the time, namely Food Harvest 

2020. The successor strategy is Food Wise 2025.  

The main targets of Food Harvest 2020 were:  

 Increasing the value of primary output of the agriculture, fisheries and forestry sector by 

€1.5 billion; 

 Improving the value added in the sector by €3 billion;  

 Achieving an export target of €12 billion for the sector;  

 Increasing milk production by 50%;  

 Adding 20% to the value of the beef sector;  

 Improving cost competitiveness of the sector by 20%; and 

 Doubling of the industry spend on R&D.  

 

Food Wise 2025, launched in 2015, sets out a ten-year plan for the agri-food sector, underlining 

the sector’s unique and special position within the Irish economy, and illustrating the potential 

which exists for this sector to grow further. A key feature of the Food Wise strategy was the level 

of engagement by stakeholders and Government, which resulted in a collaborative strategy which 

is fully owned by all: farming organisations, the food industry, environmental NGOs, retailers and 

academics, as well as the Department of Agriculture, Food and the Marine and relevant state 

agencies. On the basis of available data, the Food Wise Committee believed that the following 

growth projections were achievable by 2025: 

 Increasing the value of agri-food exports by 85% to €19 billion. 

 Increasing the value added in the agri-food, fisheries and wood products sector by 70% to 

in excess of €13 billion. 

 Increasing the value of Primary Production by 65% to almost €10 billion. 

 The creation of an additional 23,000 direct jobs in the agri-food sector all along the supply 

chain from primary production to high value added product development. 

 

In addition to specific sectoral recommendations, Food Wise 2025 has five cross-cutting themes: 

market development, competitiveness, innovation, human capital, and sustainability. Over 400 

recommendations are made in the report to achieve these targets.  

                                                           
13 CSO data 
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Brexit 
Brexit has the potential to pose challenges for the agri-food and fisheries sectors by virtue of their 

exposure to the UK market, which received 38% of exports in 2017. The most immediate challenge 

was to mitigate the impact caused by the significant drop in the value of sterling against the euro 

and then to intensify market diversification efforts in order to reduce the exposure to the UK market. 

A range of measures covering the Food Wise 2025 themes of Competitiveness and Market 

Development have been implemented to address potential challenges posed by Brexit. 

 

Budget 2017 introduced a number of measures including a €150 million low-cost loan scheme, new 

agri-taxation measures and increased funding under the Rural Development Programme. Further 

measures announced in Budget 2018 amounted to a package of over €50 million, including: 

consideration of the development of potential Brexit response loan schemes for farmers, fishermen 

and for longer-term capital financing for food businesses; supports for Bord Bia (for example for its 

market prioritisation initiative); Teagasc (the new National Food Innovation Hub); and capital 

investment in the food industry. In Budget 2018, a new joint DAFM/DBEI “Brexit Loan Scheme” was 

announced, which will make up to €300 million of working capital finance available to SMEs, at least 

40% of which will be made available to food businesses, though the scheme is not open to the 

primary agriculture sector.   

 
The Minister for Agriculture, Food and the Marine recently announced the opening of the Chinese 

beef market to exports from Ireland. The opening of this key market presents an opportunity for the 

Irish beef sector, from farmers through to processors. Opening and developing new markets is a key 

response to market uncertainties. The Minister has led a programme of trade missions (including to 

the UK) and has engaged in a round of bilateral meetings with his counterparts in Member States. 

 

Common Agriculture Policy Reform (CAP) 
With the gradual decoupling of farm payments under the CAP and the abolition of milk quotas in 

2015, Irish and EU farmers have become more exposed to fluctuations in global prices. Figure 1 

shows fluctuations in Irish farm income from 2008 to 2017 for some types of farms. There have been 

a number of policies introduced to deal with this issue, such as the Agri Cashflow Support Scheme 

and various enhancements to income averaging.  

 

The European Commission published its Communication on the future of the CAP in November 

2017: “The Future of Food and Farming”.  It is intended to frame the Commission’s thinking in 

advance of legislative proposals that will define the shape of the Common Agricultural Policy after 

2020. The communication touches on a number of critical themes. These include farm incomes, 

environmental sustainability, innovation & technology adoption, competitiveness, risk management 

and the position of farmers in the supply chain. 
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Figure 1: Farm Income by Type 

 

Source: Teagasc Farm Income for farm income, CSO Average annual earnings by economic sector  
Note: Total earnings for all economic sectors included as reference. CSO Average annual earnings  

  

 

Brexit also poses challenges to the CAP. The UK is a net contributor to the scheme and their potential 

exit from the CAP could leave a funding gap. A report by the European Parliament finds that Brexit 

will leave a permanent shortfall of €10.2 billion per year in the EU budget which could be closed 

either through increased contributions by Member States or reduced expenditure. Large 

programmes such as CAP, which was 41% of the total EU spending in 2016, are likely to be 

scrutinised to help finance this shortfall.  

 

Climate Change  
Under the EU’s Climate and Energy Package, Ireland has a legally binding target to reduce non-ETS 

greenhouse gas emissions by 20 per cent by 2020 (on 2005 levels). This target rises to 30 percent by 

2030.  According to the Environmental Protection Agency’s (EPA) 2018 Emissions Projections report, 

agriculture is the single biggest contributor to Ireland’s non-ETS greenhouse gas emissions with the 

sector projected to account for approximately 44% of Ireland’s non-ETS GHG emissions in 2020 

under the EPA’s With Additional Measures scenario.14 This is the highest proportion of any EU 

Member State. The EPA also project that agricultural emissions will increase by 4 percent to 2020 

from current levels. Climate change is discussed further in the public consultations chapter as a 

number of submissions were received on this subject. 

 

 

                                                           
14 For More information see: 

http://www.epa.ie/climate/emissionsinventoriesandprojections/nationalemissionsprojections/ 
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 Chapter 4: Implementation 
This chapter documents the progress that was made in the implementation of the recommendations 

made in the 2014 Agri-taxation Review. The chapter is broken into subsections, with each subsection 

outlining the implementation progress made in each individual Budget from Budget 2015 to Budget 

2019. Additional measures are included that, while are not recommendations made in the 2014 

Agri-taxation review, do benefit the sector, such as the increase in the earned income credit in 

Budget 2016. Table 2 at the end of this chapter sets out each recommendation made in the 2014 

Agri-taxation Review and the Budget it was implemented.  

 

Budget 2015 
Budget 2015 gave effect to many of the Review recommendations. This section lists the policies 

implemented in Budget 2015 grouped by the policy objective they contribute to.  

 

Policy objective 1: Increase the mobility and the productive use of land 

The first main policy objective of agri-taxation is to increase land mobility and the productive use of 

land. Access to land and the low level of land mobility is one of the main challenges facing farmers 

who want to increase their productivity. The public consultation process of the 2014 Agri-taxation 

Review found that there was a growing consensus that access to land, and its productive use, was 

becoming more of an issue than ownership. While there was an active rental market, the majority 

of those cases were traditionally for short-term conacre lettings, which are agricultural leases for 

eleven months or less. Long-term leasing has a number of advantages over the short-term conacre 

system, it allows progressive farmers to enlarge their farm holdings and increase productivity and 

also: 

 

 allows young farmers and new entrants to the sector cheaper access to land through long-term 

leasing, as opposed to the relatively high cost of land purchase; 

 provides security of tenure and the certainty required to encourage lessees to maintain and 

make investments in improving land;  

 is especially important in accessing bank credit (financial institutions generally match loan terms 

to lease duration and longer duration allows for phased repayment on capital investment); and 

 Provides a route to retirement for older farmers, assisting in generational renewal. 

 

The existing relief for income from leasing of farm land was retained and five new measures to assist 

in rebalancing the market in favour of longer-term leases were introduced in budget 2015, the 

measures introduced were: 

 

 an increase of 50% in the thresholds of relief for long-term leasing income, 

 the introduction of a fourth threshold for lease periods of fifteen or more years, 

 the removal of the lower age threshold of forty years for long-term leasing relief eligibility, 

 the inclusion of non-connected limited companies as an eligible lessee for long-term leasing 

relief, and, 

 The relief of stamp duty on long-term leases (five years or more) for agricultural land. 
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Some key facts on land mobility and access to land: 

 

 Less than 0.5% of the total land area is currently sold per annum and around 47,000 farmers (or 

34% of farms) rent or lease land from other land owners in 2016.15 

 In 2014 nearly 54,000 farmers (or 41% of farms) rented or leased land from other land owners.16 

 

Policy objective 2: Assist Succession 

The second main policy objective of agri-taxation is to assist succession. The age profile of Irish 

farmers is increasing, according to the latest CSO Farm Structure Survey in 2016, and it is recognised 

that there are social and economic reasons why succession management is a challenge for farmers. 

Assisting succession and the transfer of farms has been a central part of the Government’s agri-

taxation policy and Budget 2015 included a number of measures to maintain and strengthen that 

support, specifically the retention of Agricultural Relief from Capital Acquisitions Tax, Retirement 

Relief from Capital Gains Tax and the stamp duty exemptions on transfers of land. Four new 

measures were introduced: 

 

 A targeting of Agricultural Relief from Capital Acquisitions Tax to qualified or full-time farmers 

or to those who lease land out on a long-term basis. Non-farmers who may have qualified for 

Agriculture Relief under the less restrictive criteria no longer qualify. 

 For transfers under Retirement Relief, the extension of the eligible letting period of a qualifying 

asset to twenty-five years. This is mainly for family situations where successors are too young 

to take over a farming business. 

 For transfers other than to a child under Retirement Relief, as a once-off measure until the end 

of 2016, the inclusion of conacre lettings was deemed eligible. There was a cohort of farmers 

who were effectively caught in conacre arrangements without exit options. During the period 

to the end of 2016, they could have either decided to transfer their land and qualify for 

Retirement Relief or enter into a long-term lease and qualify for Retirement Relief in the future. 

 The extension of Stamp Duty Consanguinity Relief, i.e. relief to related persons, on non-

residential transfers to the end of 2017. 

 

 

 

 

 

 

 

 

                                                           
15 Analysis of CSO data, Agri-Taxation Review (2014) found 1% of land area came to the market with less 

than 0.5% achieving a successful sale.  

16 As taken from the 2014 Agri-Taxation Review, published as part of Budget 2015. 
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Some key facts on succession:17 

 The number of farmers aged under thirty-five fell by almost 10% between 2013 and 2016 to just 

5.4% of all holders.  

 More than half (55.3%) of all farm holders in 2016 were aged fifty-five years or older, while more 

than a quarter (30%) of all farm holders were aged over sixty-five years. 

 An estimated 50% of farmers aged over fifty years did not have an identified farming successor 

in 2014.18 

 

Policy objective 3: Complement wider agriculture policies and schemes  

The third policy objective of agri-taxation is to complement wider agriculture policies and schemes. 

Taxation measures have a specific role to play in areas that are primarily supported through other 

policies such as the CAP. Three new measures were introduced: 

 

 To encourage greater farm efficiency and environmental sustainability, the farm restructuring 

measure (i.e. relief from Capital Gains Tax on eligible transactions) was extended to the end of 

2016 (it was subsequently extended in Budget 2017; see below) and now includes whole-farm 

replacement as eligible.  

 In response to increasing income volatility, the Income Averaging measure was enhanced by 

increasing the averaging period from three to five years, and also, 

 Averaging was permitted in circumstances where a farmer and/or their spouse receive income 

from an on-farm diversification trade or profession. 

 

Retention of existing agri-taxation measures 

As well as the twelve new measures introduced in Budget 2015, important existing agri-taxation 

measures were retained, as follows: 

 To support investment, enhance competiveness and assist new entrants and young trained 

farmers, the Capital Allowances and Stock Reliefs available to the sector were retained. 

 To assist environmental sustainability, profits or gains from the commercial occupation of 

woodlands remained tax exempt. 

 To support alternative farming models such as farm partnerships, the measures available at the 

time were retained. 

 

 

Budget 2016  
It was not possible to implement all of the Agri-taxation Review recommendations in one budget 

alone and important additional measures were announced in Budget 2016, including:  

 

Succession Farm Partnership 

                                                           
17 Analysis of CSO data 

18 Macra na Feirme, (2014). “Land Mobility and Succession in Ireland” Available at: https://www.ifa.ie/wp-

content/uploads/2014/01/Land-Mobility-and-Succession-in-Ireland-Report.pdf 

https://www.ifa.ie/wp-content/uploads/2014/01/Land-Mobility-and-Succession-in-Ireland-Report.pdf
https://www.ifa.ie/wp-content/uploads/2014/01/Land-Mobility-and-Succession-in-Ireland-Report.pdf
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The examination of this measure to incentivise earlier inter-generational transfers of farms was 

included in the Agri-taxation Review recommendations. There are a number of barriers identified to 

increasing the number of life-time transfers of family farms: 

 

• The requirement for two generations to derive an income stream from the farm.  

• Financial security concerns for the older generation.  

• The full transfer of the family farm is sometimes considered too abrupt a transition.  

 

‘Succession Farm Partnership’ is a structure in which individuals enter into a partnership, and 

appropriate profit-sharing agreement, with the provision for the transfer of the farm to the younger 

farmer at the end of a specified period (not exceeding ten years).  To support this transfer, a tax 

credit of up to a maximum of €5,000 per annum for five years, can be allocated to the partnership, 

thereby incentivising the transfer and mitigating some of the financial concerns. The partnership 

model enables a gradual transfer of control and also facilitates knowledge transfer from one 

generation to another. Following negotiations on EU State Aid approval and finalisation of 

administrative arrangements, the scheme was launched in June 2017. 

 

The removal of forestry income from the ‘High Earners Restriction’ for active foresters 

Income from woodlands managed on a commercial basis and with a view to the realisation of profits 

is tax exempt. However since 2006 this income had been subject to the ‘High Earners Restriction’ 

limits. It had been stated that this restriction had a disproportionate effect on forest owners as the 

majority of income comes at a single point in time, i.e. clear-felling, and that it was impacting long-

term decision making and afforestation planting targets. Thus the removal of forestry income from 

the ‘High Earners Restriction’ was seen as a significant measure in support of national forestry policy. 

Forestry is of major economic importance in rural Ireland, as well as providing social and recreation 

benefits. Forestry also plays a role environmentally in terms of carbon sequestration, the potential 

of biomass energy and the preservation of biodiversity and natural habitats.  

 

Renewals 

Budget 2016 also announced that four existing tax measures on stock relief and stamp duty relief 

were renewed for three years: 

 25% General Stock Relief on Income Tax 

 50% Stock Relief on Income Tax for Registered Farm Partnerships 

 100% Stock Relief on Income Tax for Certain Young Trained Farmers 

 Stamp Duty Exemption on Transfers of Land to Young Trained Farmers. 

 

Changes in the taxation of the self-employed 

Most farmers, foresters, fishermen and food entrepreneurs are self-employed and saw their tax 

liability fall with the introduction of the ‘Earned Income Tax Credit’ of €550 and reduced USC rates. 

These changes meant over €800 in additional net income, or 3.5%, based on the average Family 

Farm Income,19 at the time.  

 

 

 

                                                           
19 Average Across Sectors - €23,848, Teagasc National Farm Survey, 2016.  
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Budget 2017  

 
Income Volatility Measures 

The Agri-taxation Review included two recommendations specifically to help address farm income 

volatility, both of which were introduced in Budget 2015 (see above under Policy objective 3). 

Budget 2017 included an adjustment to the farmers’ ‘Income Averaging’ system, allowing an opt-

out for an exceptional year. Income averaging for farmers is a recognition that income in the sector 

is volatile and that the annual tax liability can vary significantly. The system works by averaging the 

last five years’ income on a rolling basis. The nature of income averaging means that it is pro-cyclical 

in that in years of higher income, the tax liability is lower than it would normally be and in years of 

lower income, it is higher. This opt-out facility for exceptional years (once in a five-year period) 

allows farmers to pay on the basis of actual income instead of the average income. The additional 

liability is then paid over the following four years.  

 

The Departments committed to engage further to consider potential ‘Income Stabilisation’ tools, 

whereby some income might be deferred in a period of high prices and drawn down in a period of 

lower prices.  

 

Budget 2017 also included the following: 

 

 The extension of the Sustainable Energy Authority of Ireland’s (SEAI) accelerated capital 

allowance scheme to non-incorporated businesses 

This scheme was available only to companies and the majority of farmers operate as sole 

traders.  The aim of the scheme is to incentivise investment in energy efficient equipment by 

farmers.  

 Renewal of CGT Restructuring Relief 

Introduced in Budget 2013, it is a ‘rollover’ relief granted where a more efficient farm holding 

results from the sale and purchase of land, i.e. where the newer farm parcels end up closer to 

the farming hub. Farm fragmentation is a feature of Irish farms, which had an average of 3.8 

separate parcels in 2010. The renewal of the measure is for a further three years. 

 

 

Budget 2018 
While the majority of recommendations made in the 2014 Agri-taxation Review were implemented 

in previous budgets, a number of measures of benefit to the agricultural sector were announced in 

Budget 2018 such as:  

 

 The extension of Consanguinity Relief from Stamp Duty for inter-family farm transactions for an 

additional three years and the removal of the upper age limit of sixty-seven for the transferor.  

 Complementary Stamp Duty relief to Capital Gains Tax relief for Farm Restructuring.  

 Where farmers lease farm land for solar panel use, it will be considered as eligible for 

Agricultural Relief and Retirement Relief to support environmental sustainability and promote 

renewable sources of energy. 

 The continuation of measures to promote and support entrepreneurship, as evidenced by the 

increase in the Earned Income Tax Credit by €200 to €1,150. Most farmers and foresters are 

self-employed and will see their tax liability fall with the increase in the tax credit.  
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 The new “Key Employee Engagement Programme” (KEEP) incentive to help small employers 

recruit and retain key employees.  

 The extension of the Sustainable Energy Authority of Ireland’s (SEAI) accelerated capital 

allowance scheme for energy efficient equipment to the end of 2020.  
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Table 2: Progress in Implementing the 2014 Agri-Taxation Review Recommendations  
  

Recommendation Budget implemented 

A.       Increase the mobility and the productive use of land 

1. Retain Relief for certain income from leasing of farm land. Retained 
2. Increase the income thresholds for relief from leasing income by 50%. Introduced in Budget 2015 
3. Introduce a fourth threshold for lease periods of 15 or more years with an exemption for the first €40,000 per 
annum. 

Introduced in Budget 2015 

4. Remove the lower age threshold of 40 years of age for eligibility for the long-term leasing tax relief. Introduced in Budget 2015 
5. Allow non-connected limited companies as an eligible lessee for the long-term leasing tax relief. Introduced in Budget 2015 

6. Relieve stamp duty on long-term leases (5 years or more) for agricultural land. 
Introduced in Budget 2015, 
commenced in 2018 

7. Raise awareness among land owners of the current reliefs for long-term leasing.  Ongoing 

B.       Assist succession 

8. Retain Agricultural Relief from Capital Acquisitions Tax. Retained 
9. Target Agricultural Relief from Capital Acquisitions Tax to qualified or full-time farmers or to those who lease 
land out on a long-term basis. 

Introduced in Budget 2015 

10. Retain Retirement Relief from Capital Gains Tax at current levels. Retained 
11. For transfers under Retirement Relief (from capital gains tax), extend the eligible letting period of a qualifying 
asset to 25 years. 

Introduced in Budget 2015 

12. For transfers other than to a child under Retirement Relief, as a once-off measure until the end of 2016, 
allow conacre lettings as eligible. 

Introduced in Budget 2015 

13. Extend Stamp Duty Consanguinity Relief on Non-Residential Transfers to the end of 2017. 
Extended in Budget 2015 and 
renewed in Budget 2018 

14. Retain current stamp duty exemptions on transfers of land. 
Retained and renewed in Budget 
2016 

C.        Complement wider agriculture policies and schemes 

15. Retain the current Capital Allowances available to the sector. Retained 

16. Retain current Stock Reliefs. 
Retained and renewed in Budget 
2016 

17. Retain CGT relief on farm restructuring, allow whole-farm replacement and extend the measure to the end of 
2016. 

Changes introduced inBudget 2015 
and renewed in Budget 2017 

18. Retain as tax exempt, profits or gains from the commercial occupation of woodlands. Retained 
19. Examine the broadening of the scope of Sustainable Energy Authority of Ireland’s (SEAI) ACA scheme to 
incentivise investment in energy efficient equipment by making it available to non-incorporated businesses. 

Introduced Budget 2017 

D.       Alternative farming models such as farm partnerships 

20. Retain the current measures and review in the context of new partnership register and supports under the 
RDP. 

Retained 

E.        Responses to increasing income volatility 

21. Retain and enhance Income Averaging by increasing the period from 3 to 5 years. Introduced in Budget 2015 
22. Allow averaging to be availed of where a farmer and/or their spouse receive income from an on-farm 
diversification trade or profession. 

Introduced in Budget 2015 

F.        General recommendations  

23. Examine the scope for extending income averaging to forestry clear-felling profits. 

Forestry income was removed from 
the ‘High Earners Restriction’ in 
Budget 2016, thereby negating the 
need for averaging. 

24. The Agri-taxation Working Group should remain in place to monitor the agri-taxation measures and examine 
other issues arising; and specifically to:   
      a.        Examine the feasibility of introducing a risk deposit scheme Is being considered  
      b.        Examine the feasibility of introducing a ‘Phased Transfer Partnership’  Introduced  in Budget 2017 
      c.        Examine the tax system to determine unintended barriers to female participation Please see Appendix 5 
      d.        Examine other issues as necessary. 
 

 

25. The Agri-taxation Working Group should also work to ensure better data collection on costs and benefits.  Ongoing 
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 Chapter 5: Evaluation of income 
stabilisation  
Introduction 
This chapter presents the economic evaluation of an income stabilisation tool based on similar 

proposals that have been made by the Irish Co-Operative Society in recent pre-budget submissions. 

The chapter begins with an introduction, outlining what is already available to the farming sector in 

terms of income (and tax liability) smoothing, namely “income averaging”, and why stabilising 

incomes in the sector may be warranted. It then compares the existing income averaging scheme 

and a version of an income stabilisation tool using a stylised example. Some important concepts and 

frameworks from the tax expenditure guidelines are then discussed.20 The following section goes 

into the economic evaluation of the proposed income stabilisation tool, i.e. the deferral of 5 percent 

of receipts (pre income tax), over a five year period. The final section summarises the findings of the 

evaluation.   

The agricultural sector is inherently volatile in terms of input and output prices and, as a result, 

income. The volatility in the sector is rooted in its global nature, the fragmented and heterogeneous 

structures involved, and the dependence on weather conditions. Dairy income is especially volatile. 

Teagasc, the agricultural development authority in Ireland, forecasts the average dairy farm will earn 

family farm incomes of around €45,000 in 2018, down from €86,000 in 2017 – a fall of around 48 

percent.21 2017 was an exceptionally good year for dairy income, following a 16% drop in 2016. 

Figure 2 illustrates the volatility that farmers can face in income levels from year to year.  

 

                                                           
20 See Department of Finance, (2014). “Report on Tax Expenditures”. Available at: 

http://www.budget.gov.ie/Budgets/2015/Documents/Tax_Expenditures_Oct14.pdf 

21 Teagasc. (2018). “Situation and Outlook. July 2018”. Available at: 

https://www.teagasc.ie/media/website/publications/2018/Situation-and-Outlook_July-2018.pdf  

http://www.budget.gov.ie/Budgets/2015/Documents/Tax_Expenditures_Oct14.pdf
https://www.teagasc.ie/media/website/publications/2018/Situation-and-Outlook_July-2018.pdf
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Figure 2: Average Farming Income by Farm Type 

 

Source: Teagasc on farming income, CSO on all sectors 
 

 

Due to the volatile nature of the sector, and all other things being equal, a farmer could incur higher 

cumulative tax liabilities than a PAYE employee with similar average earnings and a more stable 

income over the medium to long term. A scheme to enable farmers to smooth their income and/or 

tax liability from year to year would provide an additional support to farmers in this respect. One 

such tool currently available to farmers is income averaging. Eligible farmers can opt to calculate 

their taxable income as the average of their income in the current year and the previous four years 

(prior to 31 December 2014 income averaging was calculated over a 3 year period) thus smoothing 

their tax liability. A drawback with the income averaging scheme is that in years of low income, the 

tax liability is higher than it would have otherwise been were the farmer outside the income 

averaging scheme. Conversely, in years of high income, the tax liability is lower than would 

otherwise have been the case. The tax code allows for one step-out in a year of exceptionally low 

income over a five year period. Income averaging will be further explained in the next section.  

An income stabilisation tool involves deferring a portion of income to a future year to aid with cash 

flow and smooth tax liabilities in volatile sectors. This evaluation examines a proposal that up to 5 

percent of milk receipts of dairy farmers can be deferred for a period of up to 5 years and held in a 

deposit account with their co-op. This income will not be liable for tax in the year it is deposited, it 

will become liable and included in taxable income in the year it is drawn down. A dairy farmer could 

thus lower their tax liability through deferring income in years of higher income and drawing down 

in years of lower income thereby fully utilizing credits and reliefs available to them.  

 

Income averaging and income stabilisation comparison 
The existing income averaging scheme allows eligible farmers to pay tax on the average profits and 

losses of their farming trade over a five year period. It helps farmers to smooth their tax liability 

from year to year. This can be particularly beneficial when income levels are close to the cut-off for 

the marginal rate of income tax in certain years (i.e. €34,550 for a single person in 2018). Figure 2 
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shows incomes by farm types in relation to the income tax bands. The scheme is currently only open 

to full time farmers where neither they nor their spouses have any self-employed off farm income. 

However, the scheme does allow farmers who are themselves (or their spouses) engaged in a 

profession in relation to on-farm diversification, such as cheese production or wind power 

installations, to participate.  

In the current tax system one step-out from income averaging in a five year period is allowed. This 

allows farmers to pay the actual tax due in that year as opposed to the tax on the five year average 

income. In a year of lower income, the average will be elevated above the actual income of that 

year, which will result in a higher tax liability that year than would have been the case in the absence 

of the income averaging scheme. This step-out assists the farmer in years of stress as it lowers their 

tax liability to actual taxable income as opposed to the average income in that year. The resulting 

deferred tax liability is then payable over the next 4 years or immediately if the farmer ceases 

trading.   

While income averaging smooths the farmers tax liability, it is pro-cyclical as less tax is paid in years 

of higher income. By contrast, in years of lower income, taxes are above what would otherwise have 

been the case. This is considered pro-cyclical in fiscal policy terms as, during good years, tax liabilities 

are in effect lowered thus adding to the momentum of the economic cycle and vice-versa.  

Income stabilisation works to smooth taxable income through a different mechanism to income 

averaging. Farmers can reduce their taxable income in a given year by depositing funds into an 

account with their co-op before paying income tax, and only pay tax on this income when the funds 

are drawn down. It is proposed that dairy farmers are allowed to defer up to 5 percent of their milk 

receipts in a given year, which will be deposited with their co-op. The funds can be deferred up to a 

maximum of 5 years and will be subject to income tax in the year they are drawn down. This will 

smooth taxable income, and thus income tax, from year to year, thus potentially allowing the farmer 

to reduce his tax liability. 

Benefits to the sector are increased when income stabilisation is combined with income averaging. 

Each system has benefits over the other. Income averaging has the benefit that the difference 

between farming income and taxable income is not subject to a cap, as with income stabilisation 

(i.e. on the maximum possible deferral). Therefore in extremely volatile markets income averaging 

is more beneficial than an income stabilisation scheme which includes a cap on the deferral amount.  

Income stabilisation has the advantage over income averaging that it allows for greater flexibility. 

Under income stabilisation a farmer may elect not to defer any income any year, though they do 

have the option each year. In the current system of income averaging there is an allowance for a 

step out as long as the tax owed is subsequently cleared by the farmer. 

The system where the two are combined offers the greatest advantages to the farmer. In this case 

taxable income attracting the marginal rate of income tax is minimised. However, this combined 

regime therefore also has the highest exchequer cost to the state in terms of revenue forgone.  

 

Tax expenditure guidelines  
This section introduces the reader to some important economic concepts that are used in the 

economic evaluation section that follows and also the poses the key evaluation questions set out in 

the guidelines. The concepts introduced are: shadow price of public funds, the discount rate and the 

associated present value (PV) of funds. The shadow price of public funds and the discount rate, 
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whose parameters are both taken from the Public Spending code,22 adjust the simple cost of a 

scheme to obtain the economic cost, which will also be presented below.  

Shadow price of public funds 

The shadow price of public funds accounts for the fact that a tax expenditure for one group in society 

requires higher taxes in other areas to compensate. This introduces distortions to economic 

incentives and behaviour elsewhere in the economy. For example taxation creates a wedge between 

what employees receive for their labour and what employers pay in the case of income tax, or a 

wedge in what firms receive for their goods and services and what consumers pay in the case of 

Value Added Tax (VAT). These distortions in incentives cause economic activity to deviate from what 

it would be in the absence of taxation.  

To account for these distortions, the cost of the scheme is scaled by a multiplier known as the 

shadow cost of public funds to obtain an economic cost. The Public Spending Code sets the shadow 

cost of public funds multiplier at 130 percent. 

Discount rate and present value  

The discount rate accounts for the timing of receipt of funds. Future cash flows are discounted to 

allow for both inflation and the opportunity cost of not receiving the funds in the current period. 

For example funds of the same nominal value received in the current period could be invested and 

earn an economic or social return for later periods. The opportunity cost and inflation imply that the 

true value of a nominal amount is lower in later periods than earlier ones, i.e. the same funds could 

purchase more goods and services in earlier periods than in latter ones.  

 

 
 

The present value of funds is the nominal value of funds received in latter periods adjusted for a 

discount factor which takes into account a discount rate and the number of periods in the future 

                                                           
22 Available at: https://publicspendingcode.per.gov.ie/technical-references/ 

Box 1: present value formula 

𝑃𝑟𝑒𝑠𝑒𝑛𝑡 𝑉𝑎𝑙𝑢𝑒 = (𝐹𝑢𝑡𝑢𝑟𝑒 𝑣𝑎𝑙𝑢𝑒 𝑜𝑟 𝐶𝑎𝑠ℎ𝑓𝑙𝑜𝑤) ∗ 𝑟𝑒𝑙𝑒𝑣𝑎𝑛𝑡 𝑑𝑖𝑠𝑐𝑜𝑢𝑛𝑡 𝑓𝑎𝑐𝑡𝑜𝑟 

𝐷𝑖𝑠𝑐𝑜𝑢𝑛𝑡 𝑓𝑎𝑐𝑡𝑜𝑟 =  
1

(1 + 𝑑𝑖𝑠𝑐𝑜𝑢𝑛𝑡 𝑟𝑎𝑡𝑒)𝑛
 

𝑊ℎ𝑒𝑟𝑒 𝑛 = 𝑡𝑖𝑚𝑒 𝑝𝑒𝑟𝑖𝑜𝑑 

 

For example, this formula can be used to obtain the present value of €100 received in two years’ 

time: 

𝐷𝑖𝑠𝑐𝑜𝑢𝑛𝑡 𝑓𝑎𝑐𝑡𝑜𝑟 =  
1

(1 + 0.05)2
= 0.9070 

𝐷𝑖𝑠𝑐𝑜𝑢𝑛𝑡𝑒𝑑 𝑉𝑎𝑙𝑢𝑒 𝑜𝑓 €100 𝑟𝑒𝑐𝑒𝑖𝑣𝑒𝑑 𝑖𝑛 2 𝑝𝑒𝑟𝑖𝑜𝑑𝑠 𝑡𝑖𝑚𝑒 = (€100) ∗ 0.9070 = €90.70 

https://publicspendingcode.per.gov.ie/technical-references/
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the funds are received. The Public Spending Code advises a discount rate of 5 percent in evaluations. 

The formula for obtaining the present value of funds received in the future is presented in box 1.   

Economic cost 

The economic cost of a tax expenditure takes the shadow costs and discounting into account. For 

the evaluation of the income stabilisation measure this involves adjustments in the cost to account 

for the present value and the shadow price of public funds. When tax revenue is deferred to a latter 

period under the scheme, discounting is applied to account for the lower present value of funds 

received in the future. The difference between the present value of deferred tax revenue and the 

nominal is included as an economic cost in the scheme.  

The cost of the discounted deferred tax revenue is added to revenue foregone to obtain the cost 

(the next section will go into further detail on revenue foregone). Finally the multiplier of 1.3 is 

applied to account for the shadow cost of public funds.  

 Key Evaluation Questions 

The Tax Expenditure guidelines set out five questions that should be addressed when an ex-ante 

evaluation is carried out. These are  

1. What objective does the tax expenditure aim to achieve?  

2. What market failure is being addressed?  

3. Is a tax expenditure the best approach to address the market failure?  

4. What economic impact is the expenditure likely to have?  

5. How much is it expected to cost? 

Other important considerations, as per the tax expenditure guidelines, include data considerations 

for ex-post evaluations of a tax expenditure. 

The income stabilisation measure’s objective is to reduce volatility in dairy farm income from one 

year to the next. This in turn could reduce the sum of income tax liabilities of the farmer over the 

years and bring it in line with what a PAYE earner on a similar income would pay. The aim of the 

scheme is to produce a more optimal tax scenario for the farmer where they can utilise more of 

their credits and reliefs each year.  

However, there is no explicit market failure being addressed in the scheme. Incomes in the 

agricultural sector are more volatile than those in other sectors of the economy. The volatility that 

farmers face in their income can contribute to increased uncertainty in the market and potentially 

result in higher tax liabilities for farmers over the medium to long term than those in PAYE 

employment. This may in turn increase volatility in tax revenue for the State. A combination of 

income stabilisation and income averaging could reduce the uncertainty in the taxable income of a 

farmer and therefore uncertainty in the tax liability in a given year.  

The purpose of the income stabilisation scheme is therefore to remove some of the volatility in the 

taxable income of farmers and provide a source of cash flow in times of lower income; both 

objectives are enhanced when operating in conjunction with income averaging. Although the 

proposed tax expenditure does not address a market failure, as per the tax expenditure guidelines, 

the measure is addressing a taxation issue.  

The economic impact the expenditure is likely to have is to reduce uncertainty for the farmer in 

terms of taxable income and tax liability. This may result in less demand from the sector for 

alternative tax reliefs and direct payments. However, there is a cost in terms of a negative impact 
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on the public finances, as less tax revenue will be received in times of high milk prices than would 

be the case in the absence of the scheme, with some of this revenue being recouped at a later date.  

It has been noted that some dairy farmers are now choosing to incorporate, mainly for tax reasons. 

The introduction of a tool such as this could act as an incentive for farmers to remain as sole traders 

thus having a positive effect on income tax receipts. 

The cost of the scheme is dealt with in the next section. It is estimated that the economic cost of the 

scheme would have been maximally around €15.3 million per year from 2007 to 2009 were the 

income stabilisation scheme in operation in those years.   

Economic cost of income stabilisation  
This section analyses the economic cost of the income stabilisation element of the proposal where 

an individual can defer receipt of up to 5 percent of their milk receipts in a given year pre-tax and 

the income becomes liable for income tax in the year it is drawn down. Income averaging is an 

established tool currently available to the sector.  

 

Table 3: Illustrative Comparison of Income Averaging and Income Stabilisation - hypothetical scenario 
based on available data 
  

Year 

Average 
farming 
income 

Taxable income 
under income 

averaging 

Max deposit 
permissible (5% 
of milk receipts) 

Flow to 
deferral 
account 

Taxable income 
under income 
stabilisation 

Income averaging 
combined with income 

stabilisation 

2007 €51,000  €4,128 €4,128 €46,872  
2008 €45,700  €4,135 €4,135 €41,565  
2009 €23,684  €2,923 -€8,263 €31,947  

2010 €47,171  €4,214 €0 €47,171  

2011 €68,570 €47,225 €5,023 €5,023 €63,547 €46,220 

2012 €49,290 €46,883 €4,493 -€5,023 €54,313 €47,709 

2013 €62,994 €50,342 €5,764 €1,946 €61,048 €51,605 

2014 €67,598 €59,125 €5,853 €5,853 €61,745 €57,565 

2015 €62,141 €62,119 €5,170 €1,093 €61,048 €60,340 

2016 €52,155 €58,836 €4,771 -€8,892 €61,047 €59,840 

        

Source: Teagasc on farming income, CSO on milk receipts, DAFM and Revenue on number of famers 
 

 

The modelling of the decisions of the average dairy farmer is presented in table 3 using Teagasc data 

on dairy farm income,23 data from the Department of Agriculture, Food and the Marine and the 

Revenue Commissioners on the number of dairy farmers, and CSO data on total milk production in 

order to calculate milk receipts per dairy farmer. The data employed in this analysis can be found in 

table 10 in the annex. The modelling exercise applies current tax rates and bands to past year’s data 

to examine comparability across years.  

Table 3 reads as follows: column 2 contains the average dairy farmer’s farming income, which is not 

affected by income averaging. Column 3 shows the farmer’s taxable income under the income 

                                                           
23 Teagasc National Farm Survey. 2017 National Farm Survey available at: 

https://www.teagasc.ie/media/website/publications/2018/NFS2017_web.pdf 

https://www.teagasc.ie/media/website/publications/2018/NFS2017_web.pdf
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averaging scheme. Column 4 shows the maximum allowed deferral of income for each year which 

was calculated as 5 percent of milk receipts and column 5 shows the actual deferral that was made 

in each year. Column 6 and column 7 present the taxable income for the farmer under the income 

stabilisation scheme and the combined income stabilisation and income averaging schemes 

respectively.  

In this scenario the farmer effectively faces three deferral periods. In the first, from 2007 to 2009, 

the farmer starts with a relatively high income in 2007 and 2008 and a lower income in 2009. They 

thus defer the maximum amount permissible, 5 percent of total milk receipts in 2007 and 2008, and 

draw down the entirety of the funds in 2009 when income is exceptionally low. There is no deferral 

or drawdown in 2010 as income was low in the previous year with the individual drawing down all 

funds in the deferral account. The second period relates to 2011 and 2012. In 2011 the farmer defers 

the maximum permissible amount before then drawing down all funds in the account in 2012 

(€5,023) to smooth their income. The last period is from 2013 to 2016, where the farmer defers in 

the first three years and draws the funds in the fourth year.  

The largest cost to the Exchequer arises from the first deferral period where the farmer defers 

income in 2007 and 2008 when their marginal tax rate is the higher rate of 40 percent. They then 

draw the funds down when their marginal rate is the lower standard rate of 20 percent thus saving 

the difference between the marginal and standard rate of income tax (20 percent) on the deferred 

funds. This saves the farmer €1,652.60 in tax liabilities. Scaling this by the number of dairy farmers 

active in these three years and calculating the present value (revenue is lost to the exchequer in the 

earlier years and only gained in the third year) gives an estimate of the total cost to the exchequer 

in net present value terms for this period. This also needs to be scaled up by the shadow price of 

public funds to arrive at the overall economic costs.  Box 2 shows the breakdown of the economic 

cost. The annualised economic cost is €15.3 million in the first three year period of the scheme based 

on 2007-2009 data.  

 

 
 

Though the annualised economic cost in the first three years runs at €15.3 million, in this scenario 

the initial cost is much higher. The cost in the first year including discounting and the shadow cost 

of public funds runs at €22.7 million and the second year at €23.1 million. The latter two deferral 

Box 2: Cost* of income stabilisation of first period of income stabilisation (2007 – 2009) 

Cost to the exchequer per farmer:  

€1,768.80 

Total Economic cost in first three years: 

        €45.8 million 

Annualised Economic cost from 2007 to 2009: 

        €15.3 million 

 

*Cost includes the cost of the reduced present value of deferred funds due to discounting 
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periods do not incur a cost to the exchequer other than through the discounted value of funds, i.e. 

funds received in later years are worth less than the same nominal value received earlier. In the 

second deferral period, 2011 to 2012, the average annualised economic cost is €2.8 million. In the 

third period, from 2013 to 2016, it is €3.9 million. 2009 was a year of exceptionally low income per 

farmer, which corresponds to the low milk prices that year, see figure 1. Income volatility increases 

the economic cost of the scheme.  

This income stabilisation tool allows for income generated in one year to be stored and drawn down 

at a time of lower income not more than five years after the deposit. In years of higher income, 

there is exchequer revenue foregone and in years of lower income there are additional exchequer 

revenues than otherwise would have been the case. However, these additional revenues may not 

match the revenue foregone, as the scheme may allow taxable income to be managed in order to 

avoid being taxed at the higher rate. Table 4 shows the revenue foregone for each year from 2007 

to 2016. In years of higher income there is a positive figure implying that there is revenue forgone 

for the exchequer. In years with a negative number, such as 2009, 2012 and 2016, the exchequer 

receives revenue in that year above which it would have received in the absence of the scheme as 

farmers are drawing down the stored income and paying income tax on it.  

As shown in table 4 the most costly year in terms of revenue foregone would have been 2014 when 

€41.9 million in liable income tax would have been deferred to 2016 to compensate for the lower 

income in 2016. In 2016 an extra €63.8 million is collected than would have otherwise been 

attributable to that year. In 2010 there is no revenue foregone or additional revenue as the average 

farmer does not defer or draw down income. These numbers are all based on the figures for the 

average farmer and scaling by the number of farmers and assumes that farmers will aim to smooth 

taxable income to the greatest possible extent. 

 

Table 4: Annual Revenue Foregone  
 

Year Revenue Foregone 

2007 €33,349,286 

2008 €32,560,644 

2009 -€32,954,965 

2010 €0 

2011 €36,696,000 

2012 -€36,696,000 

2013 €13,999,524 

2014 €41,862,000 

2015 €7,953,105 

2016 -€63,814,629 
   

Source: Department of Finance analysis 
 

 

Table 5 presents the average annual cost of the scheme in each of the three periods including 

discounting and the shadow price of public funds. The economic cost in the first period is by far the 

largest. Next is the period from 2013 to 2016 with an average annual economic cost of €3.9 million. 

The period of the lowest average annual economic cost is from 2011 to 2012 of €2.2 million.  

 

 

 



38 
 

Table 5: Average Annual Economic Cost   
 

Period Average Annual Cost to society 

2007-2009 €15,280,454 

2011-2012 €2,184,286 

2013-2016 €3,860,538 

  

Source: Department of Finance analysis 
 

 

Summary 
This chapter presented the economic evaluation of an income stabilisation measure. The measure 

would help with combatting income volatility in the dairy sector by allowing dairy farmers to deposit 

up to 5 percent of their milk receipts in a deferral account with their cooperative for a period of up 

to 5 years. The income is not liable for tax in the year it is deferred and is instead assessed with 

taxable income in the year that it is drawn down. It is envisaged that the tool could operate in 

conjunction with the income averaging tool currently available to the sector.  

The evaluation found that the income stabilisation scheme could have an economic cost of €15.3 

million per year if introduced in the dairy sector alone. Were the scheme in operation between the 

years 2007 and 2016 it is estimated that revenue forgone could fluctuate between €8 million up to 

€41.9 million from year to year. In some years revenue foregone may even be negative, implying 

that the exchequer would collect additional revenue with the scheme in operation in some years 

than it would have in the absence of the scheme.  

The evaluation was carried out using actual data on milk receipts and dairy farmer numbers and a 

hypothetical scenario where the actions of the average farmer were modelled. The scheme is far 

more costly when income in the sector fluctuates greatly over a five year period. A number of 

caveats apply to the evaluation. It is based on the average dairy farmer as scaled up by the number 

of dairy farmers in the market. Therefore in periods where the average dairy farmer does not 

fluctuate between the standard and marginal rate bands there is no nominal cost to the exchequer 

as the total tax paid will be equivalent whether or not the income stabilisation tool is modelled. The 

analysis also assumes that the average farmer is a single person with the marginal tax rate applied 

to income above €34,550 (the 2018 threshold). The economic evaluation also assumes that there 

would be 100 percent up take among dairy farmers and that the hypothetical farmer modelled will 

know their future income.  

The analysis estimates the cost were the scheme in operation in previous years but applying the 

current tax bands to past data. Putting a cost for the next year is very difficult for a scheme such as 

this as forecasting the price of milk, as well as volumes and dairy farm income is a near impossible 

task. It is also difficult to forecast the uptake of the scheme among farmers. 

 Lower prices for milk imply less of a cost, as farmers would be unable and unwilling to defer income 

when income is low, years of higher income would entail a higher cost as this is when most farmers 

may be in a position to defer a portion of their income.  
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 Chapter 6: Mapping of Direct and Tax 
Expenditure Supports Tax and Direct Expenditures 
This section details the direct and tax expenditure supports directed at the agricultural sector. In 

total there are 14 tax expenditures and 18 direct expenditure measures (in 2016) directed at the 

agricultural sector specifically. These range from stock relief and VAT refunds to forestry premia and 

funds for the beef genomic programme. In 2016 tax expenditures directed at the agricultural sector 

amounted to over €800 million, with just under €200 million of these directed at the agricultural 

sector alone. Direct expenditures going to the sector are greater than the tax expenditures at just 

under €1.8 billion.  

This section also outlines some of the issues with providing costings for some of the tax expenditures 

directed at the sector. It also presents some of the changes that can be made in collecting data in 

order for the costings for these tax expenditures to be provided in the future.  

 

Tax Expenditures 
Table 6 shows the total number of claims under each tax expenditure and the total cost to the 

exchequer in foregone revenue from 2012 to 2016. The most costly tax expenditure directed at the 

agricultural sector are the capital allowances for machinery and plant for farms at almost €400 

million. The least costly tax expenditure directed at the sector is stock relief for registered farm 

partnerships at €500,000. The total cost to the exchequer in 2015, the most recent year available, is 

€830 million.  
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Figure 3 depicts the cost to the exchequer in revenue foregone and the total number of claims of all 

the tax expenditures directed to the sector from 2012 to 2016. Overall the trend in the total cost is 

relatively flat with a slight decrease from 2012 to 2014 a slight increase in the following year 

followed another a further decrease from 2015 to 2016. The trend in total number of claims follows 

a similar transformation in this period though there is an increase in the number of claims from 2015 

to 2016.  

Table 6: Tax Expenditures Directed at the Agricultural Sector 
           

Relief 

Cost 
(€m) 
2012 

Claims 
2012 

Cost (€m) 
2013 

Claims 
2013 

Cost (€m) 
2014 

Claims 
2014 

Cost (€m) 
2015 

Claims 
2015 

Cost (€m) 
2016 

Claims 
2016 

Stock Relief 
(Partnerships)* 0.1 30 0.1 30 0.3 30 0.1 60 

 
0.5 

 
360 

Stock Relief for YTF* 1.1 280 1.1 310 1.1 280 1.4 460 
 

1.4 
 

500 
Stamp duty relief 
consanguinity*   3.7 2344 2.0 1208 3.0 1796 4.7 2071 

 
2.1 

 
864 

Stamp Duty relief for 
YTF* 7.9 1157 3.8 714 4.7 722 5.2 989 

 
4.6 

 
735 

General Stock Relief* 5.2 7720 5.2 8950 5.2 9100 6.1 10690 
 

6.4 
 

11010 

Exempt Rental 
Income from leasing 7.3 3980 7.3 4370 9.2 5130 13.9 6830 

 
 

19.4 

 
 

8490 

Farmer VAT refunds* 48.3 17506 50.1 17095 50.5 16556 54.4 16526 
 

55.7 
 

17666 
CGT Retirement relief 
(outside family)1 NA 424 NA 341 NA 270 NA 391 

 
NA 

 
391 

CA Miscellaneous 67.0 11687 63.0 11053 62.0 10704 57.0 9894 
 

49.0 
 

8899 
CA Case V Rental 
Income 63.0 8132 66.0 8930 55.0 9055 42.0 9324 

 
36.0 

 
9956 

CGT Retirement relief 
(within family)1 NA 237 NA 211 NA 234 NA 294 

 
NA 

 
264 

Farmer CAT relief* 201.0 1747 163.0 1594 164.0 1581 215.0 2024 
 

118.0 
 

1263 
CA Industrial 
Buildings 191.0 35131 190.0 33158 184.0 33039 175.0 32851 

 
167.0 

 
33168 

CA Machinery and 
Plant 396.0 63312 395.0 64609 390.0 65577 376.0 66738 

 
370.0 

 
69483 

Total Cost 991.6  946.6  929.0  950.8  830.1  

*Total Cost 
Agriculture specific  267.3  225.3  228.8  286.9  

 
188.7 

 
 

           

Source: Revenue 
Note: An individual farmer may avail of a number of reliefs, the total figure does not reflect the number of individual farmers but the number 
of claims made under each relief.  
*The table shows total tax expenditures directed at the agriculture sector were valued at €830 million in 2016. Most of these measures are 
business reliefs available to all SMEs/sole traders. The table shows that agriculture specific tax measures were valued at €188.7 million in 
2016, mainly reliefs aimed at encouraging land mobility and the earlier transfer of family farms 
* Reflects reliefs directed specifically at the agriculture sector, in 2016 the cost of these reliefs amounted to €188.7 million. 
1 Revenue cannot provide costings on the as the relevant tax returns do not seek information in respect of the chargeable gain.  
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Figure 3: Tax Expenditures Cost and Total Number of Claims  

 
Source: Revenue 

 

 

Direct Expenditures 
Table 7 shows the direct payments benefiting the agricultural sector from both the national and 

European Union budgets. The total amount had been declining in recent years from 2011 to 2015. 

In 2016 there was an increase of around €200 million from €1.6 billion in 2015 to €1.8 billion in 2016. 

A description of these payments can be found in appendix 2. Figures 4 and 5 further illustrate the 

cost of the payments. Figure 4 omits the two Common Agricultural Policy (CAP) payments: the Basic 

Payment Scheme (BPS) and the Areas of Natural Constraint (ANC), due to their size relative to the 

other payments. These are included in figure 5, which shows that the BPS alone makes up 72 percent 

of total direct payments administered by the Department of Agriculture, Food and the Marine 

(DAFM) and together with the ANC they make up 83 percent of the total. In figure 5 all payments of 

less than €30 million are grouped together as other. In total there are twelve “other” direct 

payments comprising two percent of the total. Table 8 shows the direct payments benefiting the 

agricultural sector from both the national and European Union budgets in 2017. Table 9 gives a 

breakdown of EU contributions in respect of 2016 and 2017.  
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Table 7: Direct Payments Directed Specifically at the Agricultural Sector 
        

Direct Payment  2010 2011 2012 2013 2014 2015 2016 

Single Payment Scheme €1,144.9 €1,316.0 €1,248.4 €1,202.1 €1,178.4 NA NA 

Area-Based Compensatory 

Allowance Scheme €208.2 €233.8 €206.3 €201.3 €194.2 NA NA 

Upland Sheep Scheme €2.0 €0.0 €0.0 NA NA NA NA 

Sheep Scheme, Burren Life & 

Dairy Efficiency €0.0 €22.5 €40.0 €18.6 €16.5 NA NA 

Suckler Cow Welfare Scheme €33.0 €30.8 €28.2 €9.3 €0.5 NA NA 

Arable Aid €0.2 €0.3 €0.0 NA NA NA NA 

Brucellosis Eradication Scheme €0.0 €0.0 €0.0 €0.0 NA €0.0 NA 

Rural Environment Protection 

Scheme & AEOS NA NA €251.0 €204.7 €199.6 NA NA 

Installation Aid for Young Farmers €2.5 €0.4 €0.2 €0.0 NA NA NA 

Payments to Sugar Beet Growers €0.1 €0.3 NA NA NA NA NA 

Production Aids - Dried Fodder €0.1 NA NA NA NA NA NA 

Basic Payment Scheme (1) NA NA NA NA NA €1,095.5 €1,297.3 

Areas of Natural Constraint (2) NA NA NA NA NA €205.9 €206.5 

GLAS NA NA NA NA NA €11.5 €102.6 

Forestry Premia €68.8 €71.9 €73.0 €73.7 €76.2 €71.6 €69.2 

Beef Data & Genomics 

Programme NA NA NA NA NA €29.0 €55.5 

AEOS €0.0 €14.1 NA NA NA €80.3 €32.6 

Bovine Tuberculosis Eradication 

Scheme €12.7 €13.8 €14.3 €12.7 €15.2 €13.4 €14.0 

Organics NA NA NA NA NA €8.0 €8.1 

Dairy & Pig Volatility Payment NA NA NA NA NA €24.0 €2.9 

Rural Environment Protection 

Scheme €323.8 €262.9 NA NA NA €31.1 €1.8 

Burren Life NA NA NA NA NA €1.0 €1.2 

Beef Data Programme NA NA NA NA NA €10.7 €0.2 

Beef Genomic Scheme NA NA NA NA NA €3.5 €0.1 

Scrapie Eradication Programme €1.0 €1.1 €0.0 €0.1 €0.1 €0.0 €0.1 

BSE Scheme (slaughter of herds) €0.4 €0.1 €0.0 €0.0 NA €0.2 €0.0 

Grassland Sheep Scheme NA NA NA NA NA €0.7 €0.0 

Bioenergy €1.0 €0.4 €0.2 €0.2 €0.1 €0.1 €0.0 

Premia Schemes €0.1 €0.7 €0.3 €0.0 NA €0.0 €0.0 

Total €1,798.9 €1,969.1 €1,862.0 €1,722.7 €1,680.8 €1,586.6 €1,792.1 
        

Source: Department of Agriculture, Food and the Marine.  

Note: Figures are in millions of €. 

A number of payments are EU payments such as the Single Payment Scheme, its successor the Basic Payment scheme, the Area-Based 

Compensatory Allowance Scheme, and its successor the Areas of Natural Constraint. Other schemes are funded through a combination of 

National and EU funding. 

Direct supports to farmers are an essential part of the EU’s Common Agriculture Policy, Pillar I and II, and have largely replaced the previous 

market supports system. 
. 
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Table 8: Direct Payments Directed Specifically at the Agricultural Sector in 2017 
  

Payment  Amount 

Basic Payment Scheme 
€1,190.4 

Areas of Natural Constraint €205.3 

Sheep Welfare Scheme €15.9 

Premia schemes €0.0 

Weather related Crop Loss Support Measure 2017 €0.3 

Flood Damage Relief Measure 2017 €0.4 

Beef Data & Genomics Programme €44.7 

Dairy & Pig Volatility Payment €0.0 

Burren Life €0.9 

Bovine Tuberculosis Eradication Scheme €14.1 

Brucellosis Eradication Scheme €0.0 

BSE Scheme (slaughter of herds) €0.0 

Scrapie Eradication Programme €0.2 

Bioenergy €0.1 

Rural Environment Protection Scheme €0.1 

AEOS €16.5 

Organics €8.8 

GLAS €195.6 

Forestry Premia €67.1 

Total €1,760.2 
  

Source: Department of Agriculture, Food and the Marine 
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Figure 4: Direct Expenditure by Scheme 2016 (1) 

 
Source: Department of Agriculture, Food and the Marine 
Note: Excludes Basic Payment Scheme and Areas of Natural Constraint due to dominance of these 
payments 
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Table 9. EU receipts under EAGF, EAFRD and Veterinary Funds 
 

Fund 2016 2017 

EAGF €1,100.0 €1,228.0 

EAFRD €383.0 €186.0 

Veterinary Fund €11.0 €11.0 

Fisheries (FIFG, EFF, EMFF) €3.0 €23.0 

Other €4.0 €3.0 

Total  €1,501.0 €1,451.0 
   

Source: Department of Agriculture Food and the Marine. 
Note: Figures are in millions of €. 
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Figure 5: Direct Expenditure by Scheme 2016 (2) 
 

 
Source: Department of Agriculture, Food and the Marine 
Note: Includes Basic Payment and Areas of Natural Constraint. Payments with less than €30million spend 
are grouped together as other.  

 

 

Data Considerations 
In the process of the mapping of direct expenditures and tax expenditures it was found that costings 

were not available for a number of tax expenditures directed at the agricultural sector, namely: the 

Capital Gains Tax for retirement relief for transfers within the immediate family, the Capital Gains 

Tax for retirement relief outside the immediate family and the potential cost of the income 

averaging scheme for farmers.  

Costings are not available for the two Capital Gains Tax reliefs as only the disposal consideration is 

requested on the tax return, but this cannot be used to estimate the cost of these reliefs. With 

regard to the income averaging scheme, the potential cost of the scheme arises where averaging 

results in a farmer paying tax at the standard rate in a year as opposed to the marginal rate that 

would have otherwise applied. It was noted in the 2014 Agri-taxation review that this relief is 

difficult to cost, but a figure €5.63million per annum was assumed based on 2010 estimates. Data 

on the uptake is captured by Revenue through the Form 11. 
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The AWG notes that progress has been made in the area of data collection, with Revenue publishing 

an Annual Profile on the farming sector on their website24. These publications provide interesting 

statistical insights into the sector, with data being provided on average farm incomes, age profiles 

of farmers and the use of various tax reliefs by the sector.  

Data Management- State Aid 
For the purposes of compliance with EU State Aid rules, a number of agri-taxation reliefs are 

classified as de minimis aid. This creates a requirement for Ireland, as an EU Member State, to 

monitor aid granted to individual undertakings to ensure the relevant ceilings are not exceeded and 

the cumulation rules are complied with.  

To meet this obligation, DAFM have set up a central register with complete information on all de 

minimis aid granted to undertakings during the fiscal year concerned and the previous two fiscal 

years, so as to verify that any new grant of aid does not exceed the relevant ceiling. DAFM receive 

this taxpayer information from the Revenue Commissioners. The statutory basis for this exchange 

of information has been provided for via a number of amendments to the Taxes Consolidation Act 

in the years subsequent to the 2014 review.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
24Available at: https://www.revenue.ie/en/corporate/information-about-revenue/statistics/other-

datasets/farming-sector.aspx  

https://www.revenue.ie/en/corporate/information-about-revenue/statistics/other-datasets/farming-sector.aspx
https://www.revenue.ie/en/corporate/information-about-revenue/statistics/other-datasets/farming-sector.aspx
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 Chapter 7: 2018 Public Consultation 
Public Consultation 
The AWG undertook a public consultation as part of this report. The consultation period ran for 4 

weeks to Friday 25th May. In total fifteen submissions were received from a range of organisations 

and a number of individuals, detailed in table 9 at the end of this chapter. Almost eighty different 

recommendations were made in the process of the consultation across many of the tax heads.  

The Agri-Taxation working group would like to thank all those who made submissions. Copies of all 

submissions made will be made public on the Department of Finance website.  

In responding stakeholders were invited to gives their views on the following: 

1. The implementation of the Agri-taxation Review 2014.  

2. How the tax system might further address income stability in the primary agriculture sector?  

3. How developments such as Brexit, climate change, the abolition of milk quotas etc. affect 

the context in which the recommendations of the 2014 Agri-tax Review were made?  

4. Given the ambition to grow the sector and the urgent need to reduce emissions, the 

question arises, what is the role of agri-taxation in the achievement of this target in the 

context of Food Wise 2025 and the increased global demand for food?  

5. Other priority areas or future challenges that the tax system should seek to address in the 

context of the primary agriculture sector? In responding, you should keep in mind the tenets 

of Department of Finance Guidelines for Tax Expenditure:  

 What objective does the tax expenditure aim to achieve?  

 What market failure is being addressed?  

 Is a tax expenditure the best approach to address the market failure?  

 What economic impact is the tax expenditure likely to have?  

 How much is it expected to cost? 

 

 

Consultation Feedback 

Q1. The implementation of the Agri-taxation Review 2014. 
The consensus across the submissions is that the majority of recommendations arising from the 

2014 review have been fully or partially implemented.  

A common theme across the submissions was the call for the retention of various taxation measures 

that were implemented on foot of the recommendations made in the 2014 Agri-taxation Review. As 

well as this, amendments were suggested and some new measures were proposed. The feedback 

suggests that incentives such as stock relief and long-term leasing exemptions have been successful 

in effecting incremental changes in farming practice in line with policy objectives. A number of 

stakeholders called for greater promotion of the incentives and more training for professionals 

within the sector to raise awareness and increase uptake within the farming community. 
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Q2. How the tax system might further address income stability in the primary 

agriculture sector? 
Given that the consultation questions mentioned income stability specifically, most submissions 

made recommendations in this area.  

Respondents outlined that income averaging is a popular measure and the various enhancements 

to it were welcomed. A number of submissions called for an amendment to the scheme to allow 

farmers with off-farm trading income to be able to access income averaging.  There were also calls 

for increased flexibility in income averaging to allow farmers to elect to ‘step out’ of averaging more 

than once in a five year period.  

The majority proposed the introduction of a ‘farm deposit scheme’ (i.e. an income deferral scheme), 

with varying suggestions as to how this could be structured. This would be an entirely new scheme 

in the context of the Irish tax system.  

The Irish Co-operative Organisation Society (ICOS) submitted a detailed plan for such a measure 

where famers could voluntarily enter a scheme to defer up to 5 percent of their gross annual income 

before tax. The funds in this proposal could then be drawn down over the next five years and would 

be subject to income tax at the time of draw down. The co-operative would hold these funds in a 

bank account designated for this purpose.  

The Consultative Committee of Accountancy Bodies (CCAB) noted the potential risk for there to be 

State Aid issues with such a scheme. However, they made reference to a French targeted risk deposit 

scheme which operates to assist farmers when specified events such as fodder shortages occur.  

 

Q3. How developments such as Brexit, climate change, the abolition of milk 

quotas etc. affect the context in which the recommendations of the 2014 Agri-

tax Review were made? 
 

Brexit  
A number of stakeholders expressed their views on the potential impact of Brexit on the farming 

sector. Concerns were raised regarding the physical land border, the sector’s perceived high 

dependence on the UK market, the potential for tariffs, currency exchange rate volatility and 

uncertainty in relation to the CAP budget post 2020, arising from the potential cessation of the UK’s 

net contributions to the EU budget. Stakeholders were in favour of existing customs/VAT 

arrangements remaining in place.  

 

A number of stakeholders expressed concern over the status of agricultural land which is situated 

in Northern Ireland, and the potential implications for CAT when evaluating agricultural relief if such 

land is no longer deemed to be situated within the European Union.  

Climate Change  
The consultation document set out Ireland’s general obligations and goals in the area of carbon 

neutrality in the farming and land-use sector, alongside the aim of sustainable food production. 

Under the EU’s Climate and Energy Package, Ireland has a legally binding target to reduce non-

Emission Trading System (ETS) greenhouse gas emissions by 20 percent by 2020 (on 2005 levels), 

with this target increasing to 30 percent by 2030. Agriculture is the single largest contributor to 
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Ireland’s non-ETS greenhouse gas emissions and it is projected that agricultural emissions will 

increase by 4 percent by 2020 from current levels.25 

 

Professor Alan Matthews highlighted the role that taxation can play in influencing behaviour and 

called for increased education and awareness of how agricultural practices contribute to 

greenhouse gas (GHG) emissions and what can be done to mitigate them. Reference was made to 

the recent submission Professor Matthews made to the Citizen’s Assembly which called for a levy 

on GHG emissions from agricultural production, with the proceeds being returned back to the farm 

sector to help pay for carbon sequestration.  

 

An Taisce highlighted the issue of the climate pollution costs attributable to agriculture. They 

expressed the view that if the sector is not made to contribute towards these costs, that this in itself 

is a subsidy to the sector. They drew attention to the recommendations arising from the Citizen’s 

Assembly, most notably that 89% of those polled believed that there should be a tax on GHG 

emissions from agriculture. 

 

Q4. Given the ambition to grow the sector and the urgent need to reduce 

emissions, the question arises, what is the role of agri-taxation in the 

achievement of this target in the context of Food Wise 2025 and the increased 

global demand for food?  
Most stakeholders were cognisant of the fact that the agricultural sector has a role to play in 

supporting the implementation of government climate mitigation policies. It was noted that there 

is an inherent conflict between recent expansion in the dairy sector and Ireland’s commitment to 

reduce greenhouse gas emissions. Professor Matthews summarised the situation as follows: 

“Ireland has the objective of decarbonising its economy, as well as approaching 

carbon neutrality in agriculture and the land use sectors, by 2050. The agriculture 

sector will contribute 35% of Irish GHG emissions in 2020 before land use offsets are 

taken into account. Agriculture emissions have decreased since 1990, but since 2012 

have started to increase again. With the ambitious growth targets for the sector 

under Food Wise 2025, there is a danger that agricultural emissions will continue to 

move in the wrong direction in the coming period.” 

A number of stakeholders suggested mitigating measures to reduce energy usage be introduced. 

Many stakeholders proposed a scheme of accelerated capital allowances for emission efficient farm 

equipment, a similar incentive already exists under the SEAI ACA scheme for energy efficient 

equipment.   

The IFA proposed an extension to the qualifying works allowed under the Home Renovation 

Incentive to allow for fossil fuel displacing renewable technologies. Another topic addressed was 

that of biomass energy production systems and potential support which could be provided to 

farmers to invest in this area.  

                                                           
25 Environmental Protection Agency’s (EPA) 2017 Emissions Projections Report 
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Teagasc suggested a carbon link scheme whereby the increase in dairy farm livestock unit numbers 

would be linked to a required balancing increase in the number of additional hectares of forestry in 

order to offset the increased emissions from this subsector. 

A number of stakeholders called for a separate review/consultation process to take place on this 

specific matter. 

Q5. Other priority areas or future challenges that the tax system should seek 

to address in the context of the primary agriculture sector? 
Below is a summary of some of the recommendations made broken down by tax head: 

 

Stamp Duty 
The most common recommendation made under the Stamp Duty heading was for the retention of 

existing Stamp Duty measures. Other recommendations made include the removal of agricultural 

land from the commercial property definition for the purposes of Stamp Duty, and in a similar vein 

for a lower level of Stamp Duty to apply to the agricultural sector in general to aid with the low 

margins in the sector. A number of submissions recommended the enforcement of stamping of all 

leasing agreements in order to incentivise long-term leasing. One submission recommended that 

agricultural land purchased to lease be subject to the commercial rate of Stamp Duty and genuine 

farmer purchases subject to a lower rate of 2%. One stakeholder recommended that the Stamp Duty 

relief be allowed retrospectively when a short-term conacre lease is converted to a long-term lease, 

this, as well as the enforcement of stamping of all land rental agreements would, in the view of 

Teagasc, move the sector to long-term as opposed to short-term conacre leasing.  

 

Capital Acquisitions Tax 
Many stakeholders made reference to the ageing profile of the farming population and the need to 

support inter-generational farm transfers and succession planning through the tax code. Reference 

was made to the Capital tax code and the fact that it is generally supportive of succession. 

Under Capital Acquisitions Tax (CAT) no individual recommendation was made by more than one 

submission to the public consultation. It was recommended that the current relief that reduces the 

value of the land by 90 percent for the purposes of calculating CAT be maintained. A range of 

amendments were proposed such as increasing the required retention period of the gifted/inherited 

land to 15 years to avail of CAT relief and that either the transferor or transferee, or some 

combination of both, should have farmed the land for at least 10 years to avail of the tax relief, both 

in order to further direct the relief at genuine active farmers. It was proposed to allow land 

transferred into joint ownership with a spouse to be eligible for Agricultural CAT relief as long as one 

individual in the marriage meets the criteria of the relief, such as is allowed under the Stamp Duty 

relief for Young Trained Farmers. Other recommendations include the reduction of the standard 

CAT relief, an increase in the tax free threshold and the introduction of a cap on the amount of CAT 

relief availed of in an individual’s lifetime. One submission recommended the introduction of a tax 

to promote lifetime transfers over inheritance. This tax would be levied at the maximum rate of 

Stamp Duty payable in the sector initially 1% rising to 3% in future years.  

Eligibility of leased land for Business relief on Capital Acquisitions Tax was mentioned by a number 

of stakeholders. It was suggested that there is an anomaly whereby land which is leased on a long-
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term basis is not regarded as ‘relevant business property’ for the purposes of CAT relief, which is at 

odds with the general tax policy of encouraging long-term leasing. 

Capital Gains Tax  
A number of recommendations were made with regard to Capital Gains Tax (CGT) the most widely 

made recommendation was for CGT relief be made available where one spouse meets the active 

farmer requirement when both are co-owners of the land.   As well as this it was recommended that 

reliefs be indexed to inflation as a hedge against the increasing value of land and to further stimulate 

the land transfer market.  

 

Income Tax 
The treatment of capital allowances was widely remarked upon in submissions. It was 

recommended that accelerated allowances of 100 percent be introduced for energy efficient or farm 

safety equipment. Some submissions recommended a floating proportion of the capital allowances 

be allowed to carry over to later years in order for the farmer to get maximum benefit from the 

measure. Capital allowances were the main mechanism recommended to aid with combatting 

climate change.  

Multiple submissions recommended the retention of the Stock relief and some suggested 

amendments such as increasing the period of relief for Young Trained Farmers (YTF) from 4 to 6 

years and to allow unused portions of the relief to be carried over in that 6 year period  

 

Farm Partnership  
A number of amendments were suggested regarding Farm Partnership. These included the removal 

of the minimum three year period for Farm Partnership Model where the farmer will be above 35 

at the end of the 3 years, the availability of succession tax credit for non-farming income and the 

lock in of land values at commencement of the partnership. It was also suggested that if entering 

phased partnership with a Young Trained Farmer under 40, stamp duty should be 0% 

 

 

Summary 
Overall the consensus was that work should continue towards a tax system which supports the 

competitiveness of the sector through incentivising capital investment, structural reform and 

intergenerational transfer especially in light of the challenges that Brexit and climate change have 

the potential to impose.  
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Table 10: Submissions from respondents 
 

Respondent Group/Sector (if known) 

Aisling Meehan Individual 
Prof. Alan Matthews Individual 
Irish Tax Institute Accounting/Tax Body 
The Consultative Committee of Accountancy Bodies-
Ireland 

Accounting/Tax Body 

The Irish Co-operative Organisation Society (ICOS) Industry/Farmer Association 
ICSA Industry/Farmer Association 
IFA Industry/Farmer Association 
Teagasc Agricultural Development Authority 
Macra na Feirme Industry/Farmer Association 
IFAC Industry/Farmer Association 
Kieran Coughlan Individual 
Kieran Twomey  Individual 
ICMSA Industry/Farmer Association 
An Taisce  Environment 
Association of Farm & Forestry Contractors in Ireland 
(FCI) 

Contractor Association 

  

  

 

Figure 6. Grouping of Submissions to the Public Consultation. 
 

 
 

 

 

Accounting/Tax Body – These are organisations that represent accounting and tax consultants. 

Submissions from this group were received from The Consultative Committee of Accountancy 

Bodies Ireland and Irish Tax Institute.  
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Agricultural Development Authority – These organisations provide research, advisory and training 

services to the agricultural sector. Submissions from this group were received from Teagasc.  

Contractor Association – These organisations represent contractors in the agricultural and forestry 

sector. Submissions from this group were received from The Association of Farm & Forestry 

Contractors in Ireland (FCI) 

Environment – Submissions received from this group contain proposals primarily on issues relating 

to the environment. Submissions from this group were received from An Taisce.  

Industry/Farmer Associations – These organisations represent industry and farmers from a range of 

sectors in their membership. Submissions from this group were received from IFA, ICMSA, ICOS, 

ICSA, Macra na Feirme, and IFAC.  

Individuals – This group is comprised of individuals. Submissions from this group were received from 

Aisling Meehan, Alan Matthews, Kieran Coughlan and Kieran Twomey.  

 
  



54 
 

 Chapter 8: Conclusion 
 

The AWG, having particular regard to the submissions made in the process of the public 

consultation, considers that the recommendations made in the 2014 Agri-taxation Review to have 

been substantially implemented. Those recommendations that have not been successfully 

implemented are in the process of being implemented.  

Two outstanding issues identified by the AWG were as follows: 

1. Recommendation 24 of the Agri-Taxation Review stated: The Agri-taxation Working 

Group should remain in place to monitor the agri-taxation measures and examine other 

issues arising; and specifically to (inter alia): Examine the tax system to determine 

unintended barriers to female participation.  

 

The public consultation identified concerns that conditions relating to Agricultural Relief 

(from CAT) and Retirement Relief (from CGT) may have been preventing spouses from 

registering agricultural assets in joint names. Following examination of the issue, the AWG 

concluded that this particular concern may be overstated. Further clarification is available 

in the appendix of this document (see Appendix 5).  

 

2. Recommendation 24 also stated that the AWG would “examine the feasibility of 

introducing a risk deposit scheme”. The analysis contained in Chapter five of this report 

seeks to address this commitment. 

The AWG notes that the primary agricultural sector suffers from income volatility and Brexit 

has the potential to increase the volatility. There are a number of tools available to the 

sector to combat income volatility such as the enhanced income averaging tool. 

Nevertheless further support has been proposed over a number of budgets by the various 

farming organisations in the form of an income deferral scheme. The economic analysis of 

a version of this proposed scheme, presented in chapter five, found that such a scheme 

could have an annualised economic cost of up to €15 million and a cost to the exchequer in 

terms of revenue forgone of up to €42 million. The tool considered in the evaluation was 

directed at the dairy sector only, and subject to caveats listed in the chapter. The economic 

benefits of such a scheme, i.e. the economic benefits of reducing income volatility, would 

be difficult to quantify.  

The primary agricultural sector is an important sector of the Irish economy and benefits 

from a number of direct expenditures and tax expenditures as a result. The policy objective 

of these measures is to increase the mobility and productive use of land, to assist 

succession, and to complement wider agriculture policy. Chapter six maps the tax 

expenditures and direct expenditures benefitting the agricultural sector on the basis of data 

from 2016. Some of the data limitations in providing the cost in terms of revenue foregone 

for a number of tax expenditures is also presented.  
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The Terms of Reference for the Agri-taxation Working Group stated that the group should assess 

progress made on the issue of data collection and management in order to comply with state aid 

requirements. Chapter six also addresses progress made in this area.  

The public consultation was a valuable part of the process and provided insights from stakeholders 

into the challenges that the agri-sector faces, such as Brexit and climate change, and the continuing 

value of the existing tax expenditure measures that are available to the sector.  
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 Appendices 
Appendix 1 
The following is an indicative list of agri-tax measures available to the farming sector: 

Income Tax Measures 

 Exemption of Certain Income from Leasing of Farm Land 

 Income Averaging Farming 

 Capital Allowances 

 Capital Allowance for Farm Buildings and Other Works 

 Relief for Increase in Carbon Tax on Farm Diesel 

 25% General Stock Relief on Income Tax 

 100% Stock Relief on Income Tax for Certain Young Trained Farmers 

 50% Stock Relief on Income Tax for Registered Farm Partnerships 

 Relief for Stock Transfer due to discontinued Farming Trade 

 Profits from Occupation of Woodlands 

 Special Treatment of Profits from Compulsory Disposal of Livestock 

 Income Averaging for Compulsory Disposal of Livestock 

 Stock Relief for Compulsory Disposal of Livestock 
Capital Gains Tax Measures 

 Retirement Relief from Capital Gains Tax 

 Retirement Relief from CGT – Parent to child transfers 

 Retirement Relief from CGT – Transfers other than to a child 

 Capital Gains Tax Relief on Farm Restructuring 

 Capital Gains Tax Relief for Transfer of a Site from Parent to Child 

 Capital Gains Tax Relief for Woodlands 
Stamp Duty Measures 

 Stamp Duty Consanguinity Relief on Non-Residential Transfers 

 Stamp Duty Exemption on Transfers of Land to Young Trained Farmers 

 Stamp Duty Exemption for Certain Family Transfers 

 Stamp Duty Relief for Commercial Woodlands 

 Stamp Duty Exemption on Basic Farm Payment Entitlements 

 Stamp Duty relief on Farm Consolidation 

 Exemption for leases between six and thirty-five years 
Capital Acquisition Tax Measures 

 Agriculture Relief from Capital Acquisition Tax 

 Capital Gains Tax /Capital Acquisition Tax “same event” relief 
 

 

 

 

 

Appendix 2 
Explanation of Direct Expenditure schemes 

https://www.agriculture.gov.ie/agri-foodindustry/agri-foodandtheeconomy/agri-foodbusiness/agri-taxation/indicativelistofagri-taxmeasures/incometaxmeasures/
https://www.agriculture.gov.ie/agri-foodindustry/agri-foodandtheeconomy/agri-foodbusiness/agri-taxation/indicativelistofagri-taxmeasures/capitalgainstaxmeasures/
https://www.agriculture.gov.ie/agri-foodindustry/agri-foodandtheeconomy/agri-foodbusiness/agri-taxation/indicativelistofagri-taxmeasures/stampdutymeasures/
https://www.agriculture.gov.ie/agri-foodindustry/agri-foodandtheeconomy/agri-foodbusiness/agri-taxation/indicativelistofagri-taxmeasures/capitalacquisitiontaxmeasures/
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Basic Payment Scheme (1) – This replaces the Single Payment Scheme in January 2015, includes 
Greening Payments which is comprised of 3 parts: Crop diversification, ecological focus area and 
ploughing permanent pasture. Co-funded from the national and CAP budget. 

Areas of Natural Constraint (2) – Payments for areas with natural constraints, where farming 
conditions are particularly difficult such as mountain areas. Co-funded from the national and CAP 
budget.  

Bovine Tuberculosis Eradication Scheme - Compensation is paid to farmers who suffer a TB 
breakdown provided they  comply with (i) the rules governing the Disease Eradication Schemes, (ii) 
the national/EU legislative requirements and (iii) the controls administered by the Department of 
Agriculture Food and the Marine(DAFM) relating to bovine animals.  

The Disease Eradication Compensation Schemes are as follows: 

1. On-Farm Market Valuation Scheme for reactors removed  

2. Income Supplement Scheme 

3. Depopulation Grant Scheme  

4. Hardship Grant Scheme.  

Brucellosis Eradication Scheme - Brucellosis is a chronic, highly infectious disease of cattle caused 
by Mycobacterium bovis. The bacterium can cause disease in other domestic or wild animals and 
also in humans. Ireland was declared officially free from Brucellosis in 2009. In light of this 
achievement, a controlled reduction in the testing requirements of the brucellosis eradication 
programme has been commenced. Same requirements as the TB scheme apply.  

BSE Scheme (slaughter of herds) - Herds are no longer depopulated as a result of a BSE case. 
Following the diagnosis of a BSE positive animal, the herd is restricted to allow for all cohorts and 
progeny of the affected animal to be identified and traced. These animals are valued using the 
parameters of the live valuation scheme without the maximum/ceilings applying. Following 
completion of the valuation process the animals are removed for destruction and tested for BSE. 

Scrapie Eradication Programme - The scheme will be open only to sheep farmers whose flocks have 
a confirmed case of scrapie, and in relation to which the Department of Agriculture, Food and Rural 
Development considers it appropriate and necessary to depopulate the flock. 

1.  The payment of a depopulation grant, calculated by reference to market value, for sheep 
depopulated as a result of scrapie. Farmers whose sheep are depopulated are prohibited 
from farming sheep for a period of two years after depopulation, because there is scientific 
evidence of residual contamination of farmland for some considerable time after the 
destruction of sheep flocks.  

2. For a level of income support based on calculation of likely income foregone per animal over 
a period of up to three years. For the purpose of calculating income foregone from sales, 
the sales value are calculated in year 1 on the basis of a negotiated price of €4.06 per Kg, 
and in year 2 on the basis of the average market values for the previous two years. In year 
3, the sales values are based on the average market values of that year. The income loss 
calculation comprises the deduction from sales of lambs and wool and direct payments, of 
direct costs, costs of flock maintenance and a rate for possible alternative uses of land. 

Forestry Premia – This scheme is 100% exchequer funded. The primary objective of the Scheme is 
to increase Ireland’s forest estate. A fixed afforestation grant towards the costs, subject to the 
maximum of between €2165 and €5750 per ha depending on the type of tree planted, will be 
available to private land-holders, companies or municipalities for projects which comply with the 
requirements, terms and conditions of the Afforestation Grant and Premium scheme. Grants and 
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premiums will be available only for projects which, prior to planting, have been granted 
technical/pre-planting approval. 

Rural Development Programme Measures (€ National and European Agricultural Fund for Rural 
Development funding 2017); 

Measure 1 – Knowledge Transfer and Information Actions (€126m) 

Knowledge transfer (KT) discussion groups are farmer meetings facilitated by qualified advisors for 
the purpose of sharing information and best practice across the beef, sheep, dairy, equine, poultry 
and tillage sectors. Approximately 19,000 participants in almost 1,200 groups are currently active in 
the scheme. 

Measure 2 – Advisory Services (€8m) 

Continuous Professional Development (CPD) for Agricultural Advisors aims to enhance the 
knowledge base of agricultural advisors by ensuring that they are familiar with the latest techniques 
and regulatory requirements. There are four components to CPD. The first element, for advisors 
interested in training farmers on the carbon navigator for the BDGP and/or KT, was completed in 
2016. The second element on KT facilitation skills was also completed in 2016. The third element 
relating to advisor training for the Farm Health and Safety Training Programme was completed in 
2017. The final element of CPD, for advisors training farmers in the dairy sector on the Somatic Cell 
Check workshop, was completed in 2017. 

Measure 4 – Investments in Physical Assets (€425m) 

Targeted Agricultural Modernisation Schemes (TAMS II) provides grants to farmers to stimulate 
capital investments infrastructure, facilities and equipment which will promote increased 
competitiveness and sustainability in relevant sectors.  

 

Measure 7 – Rural Services and Renewal (€6m) 

The objective of the GLAS Traditional Farm Buildings is to ensure that traditional farm buildings and 
other related structures contributing to the character of the landscape, and of significant heritage 
value, are conserved for agricultural use. Participation in the GLAS is a prime eligibility condition for 
this scheme. A total of 102 projects have been supported by the scheme from its inception to the 
end of 2017. 

 

Measure 10 – Agri-environment-climate (€1,531m) 

The Green Low-Carbon, Agri-Environment Scheme (GLAS) has a three-tier structure designed to 
produce environmental benefits in the areas of climate change, water quality and the preservation 
of priority habitats and species. There are currently some 49,000 farmers active in the scheme. 

The Beef Data Genomics Programme (BDGP) requires farmers to undertake a range of actions 
designed to accelerate genetic improvement in the quality of the beef herd leading to associated 
climate benefits such as reduced emissions intensity. Central to the approach is the establishment 
and maintenance of a large-scale data collection system from commercial suckler cow herds. This 
feeds into a genomics based breeding index which ranks the efficiency of animals according to a 
star-based system. Overall, the scheme will assist farmers in selecting more efficient suckler cow 
and bull replacements. Around 25,000 farmers are currently participating in the scheme. The Burren 
Programme, which is an expansion of the Burren conservation scheme, currently has over 300 
participants. 
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Measure 11 – Organic Farming (€56m) 

The Organic Farming Scheme (OFS) encourages farmers to convert from conventional farming by 
applying organic methods and maintaining them after the initial conversion period. Its overall 
objective is to deliver enhanced environmental and animal welfare benefits and to encourage 
producers to respond to market demand for organically produced food. The total number of organic 
farmers being funded under the RDP is around 1,600, including some 250 farmers still under 
contract from the previous Programme at the end of 2017.  

 

Measure 12 – Natura 2000 payments (€73m) 

This measure is not part of the current Programme because Natura areas are targeted under 
measure 10. It is programmed exclusively to provide for ongoing commitments from the previous 
programming period. 

 

Measure 13 – Areas facing natural constraint (€1,370m) 

The Area of Natural Constraints (ANC) measure is based on the previous Less Favoured Areas 
Scheme and the Disadvantaged Areas Scheme. It compensates farmers for income foregone and 
additional costs linked to the disadvantage of the area concerned. A separate category of support is 
available for island farmers in recognition of the specific constraints on production faced by farmers 
in those areas.  

 

Measure 14 – Animal Welfare Scheme (€100m) 

The Sheep Welfare Scheme is aimed at improving the Irish sheep production system. Sheep farmers 
with breeding ewes can apply for support based on two actions they choose to undertake from a 
menu of options appropriate to their flock type (i.e. hill or lowland).  

The scheme was launched in December 2016 and there are almost 21,000 participants in the 
scheme. Farmers are paid on the number of eligible breeding ewes owned subject to the fulfilment 
of all scheme criteria.  

 

Measure 16 – Co-operation (€62m) 

European Innovation Partnerships (EIPs) aim to create greater linkages between research and on-
farm implementation. The various types of general and specific EIP projects are outlined below. 

Locally-led schemes for the Hen Harrier and the Freshwater Pearl Mussel are included under the EIP 
framework. Winning teams have been selected and contracts signed for both projects. A total 
budget of €35 million is available for these schemes during the lifetime of the current Programme  

Collaborative Farming grants are intended to address some of the structural, economic, and social 
challenges facing Irish agriculture such as a lack of land availability, small average farm size, work/life 
balance, development of the knowledge base and intergenerational transfer. All new registered 
farm partnerships are eligible to receive a contribution of up to 50% towards the legal, accounting 
and advisory costs involved in setting up the partnership, subject to a maximum grant of €2,500. 

 

Measure 19 – LEADER (€250m) 

LEADER supports actions in rural areas targeted at addressing local needs under the broad themes 
of economic development, social inclusion and rural environment. Local communities direct where 
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this funding is provided through the formation of, and participation in, Local Action Groups (LAGs), 
and the design and implementation of Local Development Strategies (LDS). LAGs have now been 
selected in all 28 sub-regional areas and funding agreements signed with all groups. 

 

Measure 20 – Technical Assistance (€8m) 

The main items of expenditure relate to payments for the running of the National Rural Network, 
the administration of the Burren Programme, several evaluation studies (e.g. a longitudinal study of 
the GLAS), EIP procurement, a contribution towards the costs of administering a database for the 
Animal Health and Welfare Scheme under Measure 2 and other ancillary costs. 
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Appendix 3 
 

Table 11: Data Employed in Analysis  
  

Year 
Number of 

Dairy Farmers 
Total milk production 

(in millions) 
Milk Production 
per Dairy Farmer 

Max deposit permissible 
(5% of milk receipts) Farming income 

2007 20,197 €1,667.5 €82,562 €4,128 €51,000 

2008 19,686 €1,628.1 €82,703 €4,135 €45,700 

2009 18,930 €1,106.5 €58,452 €2,923 €23,684 

2010 18,295 €1,541.9 €84,280 €4,214 €47,171 

2011 18,263 €1,834.8 €100,465 €5,023 €68,570 

2012 18,138 €1,629.8 €89,856 €4,493 €49,290 

2013 17,985 €2,073.4 €115,285 €5,764 €62,994 

2014 17,881 €2,093.1 €117,05 €5,853 €67,598 

2015 18,191 €1,881.1 €103,408 €5,170 €62,141 

2016 18,769 €1,790.8 €95,413 €4,771 €52,155 

      

Source: DAFM for number of farmers 2007 – 2014, Revenue for number of farmers 2015 – 2016, CSO for total milk 
production, Teagasc for farming income 
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Appendix 4 
The example in this section provides an example as to how income averaging and a form of 

income stabilisation may work both separately and in conjunction with each other. 

In the stylised example below it is shown that income averaging and simple income stabilisation can 

be equivalent. In this example income fluctuates from €100,000 in one year to -€25,000 in the next 

over a ten year period. As is the case currently income averaging works by averaging the farming 

income over the current and the 4 previous years.  

In this example farmers can defer up to 50 percent of their income. It is shown that in this scenario 

taxable income is the same under both regimes and therefore so is tax liability. The difference is in 

cash flow. Though in order to have an equivalent cash flow the farmer simply needs to save the 

difference between farming income and taxable income under the income averaging regime.  

 

Table 12: Comparison of Income Averaging and Income Stabilisation. Example  
      

Year 
Farming 
Income 

Taxable income 
under income 

averaging 

Flow to deferral 
account with Income 

Stabilisation 

Taxable income 
under income 
Stabilisation 

Taxable income under Income 
stabilisation combined with 

income averaging 

1 €100,000  €50,000 €50,000  
2 -€25,000  -€50,000 €25,000  
3 €100,000  €50,000 €50,000  
4 -€25,000  -€50,000 €25,000  
5 €100,000 €50,000 €50,000 €50,000 €40,000 

6 -€25,000 €25,000 -€50,000 €25,000 €35,000 

7 €100,000 €50,000 €50,000 €50,000 €40,000 

8 -€25,000 €25,000 -€50,000 €25,000 €35,000 

9 €100,000 €50,000 €50,000 €50,000 €40,000 

10 -€25,000 €25,000 -€50,000 €25,000 €35,000 

      
Note: The two systems are not necessarily equivalent, this example serves to demonstrate that under certain 
circumstances they could be and to provide a comparison as well as how the scheme could operate.  
 

 

Table 11 is read as follows: column 2 presents the farming income in the year, which is not altered 

by income averaging or stabilisation. Column 3 shows the taxable income of the farmer under 

income averaging, the first 4 rows of this column are blank as taxable income is assessed as the 

average income over the current year and the previous four. Column 4 shows the flow that takes 

place each year to the deferral account with the income stabilisation measure, in the high income 

years this is a positive flow and in the lower income years it is negative. In column five the taxable 

income under the income stabilisation system is presented. This is the farming income minus the 

flow to the deferral account. The last column shows the taxable income under a combined system 

of income stabilisation with income averaging and is calculated as the average of the current year 

and the previous four years of column 5. 

Under the income averaging and income stability regimes taxable income is €50,000 (€25,000) in a 

year when farming income is €100,000 (-€25,000). Farmers will defer the maximum income in high 

income years to compensate for the lower income years. Taxes due will be the same under both 

regimes (after year 5 when income averaging is in operation). In good years individuals will be on 



63 
 

the marginal rate of income tax and in worse years they will be on the standard rate. If some of the 

earnings in a high income year are banked to cover the negative cash flow in low income years, the 

two systems are equivalent as can be shown in years 5 to 10 in columns 3 and 5. 

Benefits to the sector are increased when income stabilisation is combined with income averaging. 

The earnings subject to the higher marginal rate will be minimized under the combined system, in 

the last column. Just over €5,000 is subject to the marginal rate of income tax of 40% every two 

years under the combined system. Under income averaging or income stabilisation alone just over 

€15,000 is subject to the higher rate every two years.  
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Appendix 5 
 

Unintended taxation barriers to female participation in agriculture 

Recommendation 24 of the Agri-Taxation Review stated: The Agri-taxation Working Group 

should remain in place to monitor the agri-taxation measures and examine other issues 

arising; and specifically to (inter alia): Examine the tax system to determine unintended 

barriers to female participation: In the course of this review and in consultation with 

stakeholders, a view was expressed that certain conditions around some of the agri-

taxation measures act as a de facto barrier to greater female participation in agriculture. 

The Working Group will attempt to identify any barriers and make any proposals necessary 

for their elimination.  

 

It was established through the public consultation that this referred to conditions relating 

to Agricultural Relief (from CAT) and Retirement Relief (from CGT) that may have been 

preventing spouses from registering agricultural assets in joint names. Since then, the 

Department has examined some of these issues with the Department of Finance and the 

Revenue Commissioners and a definitive clarification on Agricultural Relief has been 

agreed; that once the terms and conditions of the Relief continue to be met by the 

successor, a transfer of agricultural assets into joint ownership does not invalidate the 

Relief or trigger a claw-back, i.e. there is no technical taxation barrier in Agricultural 

Relief to the joint ownership by spouses of agricultural assets.  
 

There is a perceived issue with Retirement Relief, specifically the 10-year ownership and usage 

requirement for eligibility, which is more complex to resolve: To claim the relief, you must have 

owned and used the asset for a period of 10 years prior to transfer. While spouses can assume the 

ownership period of their other spouse in satisfying the ownership requirement, the spouse can 

only assume the usage period of the other spouse on death. This has two unintended effects: 

 It can discourage spouses from putting assets into joint names in the first place. 

 For spouses that have already put farming assets into joint names, it can stop early transfers as 

there are Capital Gains implications, which do not apply when transferring under a will. 

 

Spouses involved in a farming business on a joint basis should ensure that there is 

sufficient evidence to show that each spouse has used the land for farming purposes in 

order to qualify for CGT retirement relief. The following are indicative of usage by a 

spouse:  

 A  bank account relating to the farming business in joint names of both spouses Farm 

accounts and invoices relating to the farming business in joint names of both spouses 

 PRSI returns for both spouses in respect of  the farming business 

 Confirmation from a solicitor or accountant that each spouse has been engaged in the 

farming business. 
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Executive Summary 

Introduction and Background 

Indecon International Economics Consultants is a leading firm of research economists (subsequently referred 

to as Indecon in the report). Indecon was appointed by the Minister for Finance to undertake this 

independent review of the Employment and Investment Incentive Scheme (EII/EIIS) and the Start-Up 

Refunds for Entrepreneurs (SURE) incentive. 

The Employment and Investment Incentive (EII) is a tax incentive initiated in 2011 providing tax relief of up 

to 40% in respect of investments made in certain corporate trades. Initial tax relief of 30% of the amount 

invested is provided with a further potential 10% available three years after the initial investment should 

certain criteria on employment or R&D be met. 

The Start-Up Refunds for Entrepreneurs (SURE) scheme replaced the Seed Capital Scheme and is a modest 

tax incentive scheme for those looking to set up a new company who were previously in PAYE employment 

or were recently unemployed. The SURE scheme provides tax relief in the form of a refund of PAYE tax paid 

by claimants of up to 41% of the capital invested in the new business. 
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Market Failure and the Extent to Which Schemes’ Objectives Remain Valid 

The main objective of EII is to provide SMEs and start-ups with an alternative source of funding and to 

support the creation and retention of employment in SMEs across the economy. The SURE scheme aims to 

act as a source of finance to assist people to start their own businesses. In evaluating whether the objectives 

of EII and SURE scheme remain valid, it is important to consider if market failures exist in the provision of 

finance for SMEs and start-up firms. The following figure shows the potential effect of market failures on 

capital supply. In the absence of intervention, economic inefficiency may result in a lower amount of capital 

provided than what would be socially optimum. Of importance is whether there are wider externalities to 

the economy of such SMEs and start-up firms. The potential loss to society in terms of externalities, which 

could result from underinvestment in SMEs and start-ups, is highlighted in red. Such externalities, however, 

only arise if there are market failures as reflected in constraints on capital supply for viable businesses, and if 

any increase in capital is well used. This highlights the importance of evaluating the effectiveness and impact 

of the EII and SURE interventions. Also relevant is the extent to which economic deadweight may apply to 

the incentives. The deadweight loss refers to “the likelihood that an outcome or benefit would have occurred 

without the incentives”26 and is shown in blue in the following figure.  This highlights the need to tailor any 

incentives to support companies who would not otherwise be able to secure the required capital without 

the incentives. For firms who have no capital shortage providing a tax incentive is likely to represent a waste 

of scarce public expenditure. 

Economic Efficiency and Market Failure in Finance 

 

Source: Indecon  

In evaluating the existence or otherwise of market failure and the extent to which the schemes objectives 

remain valid, Indecon, as one input to the research, surveyed firms who received EII and SURE on their views 

of the existence of a market gap in the availability of equity funding for SMEs in Ireland. The following table 

shows that the majority of EII enterprises indicated their judgement that there is either a very significant or 

significant gap in the availability of equity funding for SMEs in Ireland. Similarly, a majority of companies 

who availed of SURE stated that they believe there is a gap in the availability of equity funding. Firms’ 

perspective on funding gaps may reflect their own experience, or the benefits of the incentive to them. 

Indecon therefore also reviewed the overall market for the provision of finance for enterprise.  This 

suggested that while there has been a significant improvement in funding channels in recent years, market 

gaps continue to exist for early stage start-ups and for higher risk SMEs. Enterprise Ireland’s as part of the 

consultations to this review indicated that EII scheme continues to be an important component of the 

funding landscape for Irish enterprise providing an alternative source of finance for SMEs and start-up 

enterprises. 

                                                           
26 See Gray, A. W., ‘A Guide to Evaluation Methods’, published by Gill and McMillan, 1995, p.44 
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Views of Respondents on the Existence of a Market Gap in the Availability of Equity Funding for SMEs in 
Ireland 

Market Gap % of EII Respondents % of SURE Respondents 

Very Significant Gap 52.0% 44.8% 

Significant Gap 33.7% 27.6% 

Minor Gap 8.2% 10.3% 

No Gap 2.0% 3.4% 

Don't Know 4.1% 13.8% 

Source: Indecon Confidential Survey of EII and SURE Participants 

Indecon’s analysis indicates that the objective of EII and SURE in providing funding for small firms and start-

ups remain valid although the related objective of creating additional employment is less relevant in the 

context of the current labour market. In relation to deadweight and additionality, which is important to the 

design of any incentives, around half of enterprises to our survey of enterprises indicated that they believed 

that their business would still have developed but on a smaller scale or at a slower pace without any EII 

investment. A small percentage of enterprises indicated they would have obtained investment from other 

sources. This suggests some level of economic deadweight in the scheme and the existence of deadweight is 

consistent with Indecon’s judgement based on reviewing the type of firms who were assisted. In relation to 

SURE scheme, most of these enterprises indicated that their business would either not have succeeded or 

would not have started without the SURE scheme or would have developed at a slower pace or smaller 

scale. 

Views of EEI/SURE Recipient Respondents on What Would Have Happened in the Absence of EII/SURE 

Situation in the absence of EII/SURE investment  % of EII Respondents % of SURE Respondents 

Would have obtained investment from other 

sources 
7.1% 6.9% 

Business would not have started  23.5% 13.8% 

Business would not have succeeded 10.2% 20.7% 

Would have developed but on a smaller scale or at 

a slower pace 
51.0% 58.6% 

Business would not have been able to refinance 8.2% N/A 

Source: Indecon Confidential Survey of EII and SURE Participants 

 

Indecon’s analysis indicates that many firms who secured EII funding recorded very significant increases in 

profitability in the immediate years following EII incentives. While this may demonstrate that the investment 

assisted the companies to develop, it suggests the possibility that some companies may have been able to 

raise finance without the incentive. 

 

Design of Employment and Investment Incentive 

Indecon analysed the profile of firms and take up of the EII, as well as other aspects of the design of the 

incentives. The figures show that 792 companies availed of the EII and there were 1,787 share issuances 
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under the EII by these companies. Over half of these companies had only one share issuance, whilst almost 

one quarter had three or more share issuances. The current design does not confine the incentive to high 

risk sectors or specific type of SMEs. Indecon notes that a limited number of non-internationally traded 

sectors are excluded and some risk minimisation requirements are in place. 

Number of Companies by Number of Share Issuances (EII) 

Number of Share Issuances Number of Companies Percentage of Companies 

1 421 53.2% 

2 166 21.0% 

3 96 12.1% 

4 42 5.3% 

5 or more 67 8.5% 

Source: Indecon analysis of Revenue data 

A total of €391.2 million was raised via the EII.  €164 million of this was raised by 50 companies who each 

secured EII incentives of more than €2 million. The evidence shows that the top eight companies raised 

€47.5 million and that the average level of funding raised by this small group of enterprises amounted to 

nearly €6m for each firm.  The profile of those benefitting shows that a large number of enterprises had a 

very low level of average funds raised. 

Number of Companies by Total Amount Raised (EII) 

  Number of Companies 
Total Amount Raised 

(€ Million) 

Average Amount Raised 

(€ Million) 

Top 1% 8 47.45 5.93 

Top 5% 40 143.75 3.59 

Top 10% 80 210.98 2.64 

Top 20% 159 283.81 1.78 

Top 50% 396 362.16 0.91 

Remaining 50% 396 29.01 0.07 

Source: Indecon analysis of Revenue data 

 

An important issue that the analysis of the profile of firms raises is whether the ‘one size fits all’ approach 

inherent in the current design of the scheme is appropriate. The design of the current EII Scheme is very 

complex and would appear costly and difficult for micro firms raising small amounts of funding. The design 

of EII involves an approval process which requires that the company must apply to Revenue before any 

investor can receive their relief. There can also be an earlier phase in the process whereby a company may 

apply to Revenue for Outline Approval as well as a third phase of approval for the final element of the relief.  

Of critical importance is that entitlement to EII relief is determined only when the share issue has taken 

place.   

The design of the scheme means that investors must make the initial investment prior to obtaining Revenue 

approval and complex mechanisms have been developed to take account of this element of the design of 

the process. Revenue approval is in the form of a certification which is issued to the company and allows 

relief to be claimed by the investor.  This is an unusual design structure in the Irish tax context and for 

tourism enterprises there is an additional process of pre-application to Fáilte Ireland.   
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Because of the need for the Revenue to establish that all of the eligibility criteria have been met, a long and 

complex system is inherent in the process.  This is related to the need to meet the requirements’ of GBER.  

The problems this causes for participants of the scheme was raised consistently in our consultations. For 

example, a submission from IBEC noted that: 

“Feedback from our members and users of the EIIS has shown that changes to the EIIS to make 

it compliant with State Aid Rules has increased the complexity of the scheme to the extent that 

firms and users of the scheme are finding it very difficult to operate the scheme (resulting in 

incomplete applications).  This has had a knock-on impact which has resulted in lengthened 

approval periods”. 

Our review suggests that the design of the EII is such as to cause major delays in obtaining approval and is 

simply not fit for purpose. Our analysis highlights the need for a much more simplified process for micro 

firms seeking to raise limited capital. 

 

Impact and Cost Effectiveness of EII 
The following table provides a breakdown of the annual tax cost to the Exchequer of the EII in each year. 

This shows that the overall tax costs of the scheme have been significant.  The estimated costs to the 

Exchequer to date amounts to nearly €112 million which is a significant percentage of the overall levels of 

investment raised. In evaluating the tax costs of note is that new evidence presented in this study shows 

that most of the EII firms availed of the R+D tax credit. 

Annual Tax Costs of the EII 

Year Tax Costs (€ Million) Investors 

2012 4.0 352 

2013 12.7 1,028 

2014 18.8 1,395 

2015 22.2 1,530 

2016 32.6 1,771 

2017 21.4 1,455 

Source: Revenue Commissioner data 
Note: Data for 2016 and 2017 is provisional and may change given the multi-year nature of the scheme. These costs do not include 
the final 10/40ths of the relief which may be due after a number of years have passed. Annual tax costs relate to the year in which 
the applicant’s details were processed on Revenue’s electronic system. 

 

In analysing cost effectiveness it is necessary to look at the potential benefits as well as costs of the scheme. 

As a first step in the process we reviewed some simple measures of the tax costs per employees while noting 

that any growth in employment may in part be due to other factors.  We note that there is a high 

opportunity cost of labour in Dublin and other parts of Ireland. These tax costs only refer to the costs of EII 

and not to other tax incentives which may be used by these companies. The evidence indicates that the 

majority of companies (60.3%) who raised funds through EII between 2012 and 2014 had a low EII tax cost 

per employee of less than €5,000. A further 22.4% of companies had a tax cost per employee of between 

€5,000 and €15,000. However, a small minority (4.6%) had a very high tax cost per employee in excess of 

€40,000 and as this is an average, it is likely that the costs of additional employment in some enterprises is 

even much higher. In the current labour market cost per employee is unlikely to be most appropriate 

measure to evaluate EII. This does, however, raises an issue of the criteria which triggers the third phase of 

the approval process and the importance of targeting the scheme.  
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Number of Companies by Tax Cost per Employee 

Tax cost per employee  

(employee number is from 

last relevant year) 

2012 2013 2014 2012-2014 
Percentage of 

Total 

0-5k 65 85 87 237 60.3% 

5-10k 15 17 29 61 15.5% 

10-15k 9 8 10 27 6.9% 

15-20k 5 6 7 18 4.6% 

20-25k 3 7 5 15 3.8% 

25-30k 3 1 4 8 2.0% 

30-35k 2 0 2 4 1.0% 

35k-40k 0 2 3 5 1.3% 

40k+ 5 7 6 18 4.6% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured on 
Revenue data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are met 

- however not all QCs have claimed the final 10/40s. 

 

The evidence on firms assisted shows that some of the companies are in lower risk sectors.  There is merit in 

considering whether the focus of the scheme can be amended in order to target companies most in need of 

finance and thereby reduce economic deadweight and Exchequer costs. 

In terms of overall employment supported, very useful data has been assembled on employment trends by 

the Revenue Commissioners on behalf of Indecon for a sub set of EII firms. This shows the change in the 

number of employees in the three years after the share issue. The figures show a strong overall growth in 

employment in firms who received EII. 

 

Breakdown of Employees in Companies who had EII Share Issuances 

Year of EII 

Share 

Issuance 

Number of 

Matched  

Qualifying  

Companies 

Employees in 

Year Prior to 

Share Issue 

Employees in 

Year of Share 

Issue 

Employees Three 

Years after Share 

Issue 

Difference Between Year 

Prior to Share Issue and 

Three Years After Share Issue 

2012 124 1,891 2,339 3,407 1,516 

2013 160 2,021 2,493 3,735 1,714 

2014 183 1,772 2,266 3,092 1,320 

Source: Indecon analysis of Revenue Commissioner data  
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured on 
our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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In addition to examining overall employment, it is also useful to review evidence on Enterprise Ireland and 

other agency assisted firms that obtained EII funding compared to a counterfactual control group of similar 

companies.  This is important as the beneficial impacts on company performance evident in the data may, 

simply reflect other factors including the improving economic environment.  To assist in evaluating this, 

Indecon undertook a counterfactual econometric modelling of the impact of the EII programme for those 

firms who are agency assisted and who benefited from the EII scheme compared with a control group who 

did secure this funding. The evidence suggests that EII firms perform better in terms of turnover, exports, 

and R&D growth but not employment growth relative to other similar firms.  While this does not represent 

all firms who have secured assistance it provides rigorous insights into the likely net impact of the scheme. 

The econometric results presented in the technical table below shows that there are benefits in terms of 

company growth and performance from the EII.  EII supported firms performed better than matched or 

weighted enterprise supported firms as measured by turnover, exports and R&D growth. The EII supports 

did not, however, give statistically significant values for net employment growth, compared to a 

counterfactual control group. 

Modelling Results – Average Treatment Effect on the Treated 

Variable/Model  IPWRA PSM RA IPW 

Turnover growth 17.7% 9.1% 13.3% 11.4% 

Employment growth 1.6% 1.6% 1.3% 1.5% 

Exports growth 23.3% 11.1% 16.1% 12.7% 

R&D growth 16.0% 8.6% 6.3% 5.8% 

Source: Indecon analysis 

Note: Bold indicates statistical significance 

 

Design of Start-Up Relief for Entrepreneurs 

The Start-Up Refunds for Entrepreneurs scheme was initiated in order to assist entrepreneurs in raising seed 

capital for their new business. In order to evaluate this scheme, Indecon analysed the profile of SURE firms. 

Indecon’s survey of companies who received SURE funding ascertained the status of the individual prior to 

establishing their business. 46.9% of respondents indicated that they had either been made redundant or 

were unemployed prior to establishing their business. A further 37.5% were in employment, while the 



76 
 

remainder were retired or on a career break prior to establishing their business with the SURE incentive. The 

results are aligned with the target profile inherent in the design of the SURE scheme. 

Indecon examined the level of funding raised by companies who received SURE. The figures show that a 

limited number of 137 companies availed of the SURE scheme, accounting for 175 share issuances. These 

companies raised €11.9 million through the SURE scheme. As the following table shows the top 1% of 

companies raised €1.3 million which was 11.1% of the total amount raised under the SURE scheme. The 

figures indicate that most of the recipients under SURE raised most levels of funding.  

 

 

 

 

 

 

Total Amount Raised by Amount Raised by Company 

Percentage of Amount 

Raised 
Number of Companies 

Total Amount Raised 

(€m) 

Average Amount Raised 

(€m) 

Top 1% 2 1.3 0.65 

Top 5% 7 3.4 0.49 

Top 10% 15 5.4 0.36 

Top 20% 28 7.1 0.25 

Top 50% 69 10.3 0.15 

Remaining 50% 68 1.6 0.03 

Source: Indecon analysis of Revenue data 

 

Indecon’s analysis suggests that the design of the SURE scheme is well targeted. One issue raised in the 

consultations was the restriction of the scheme on those who were previously mainly PAYE employees. This 

design element prevents those previously self-employed from benefiting. While such a group were not the 

target of this initiative, there is merit in assisting the self-employed to fund the establishment of new 

businesses. This may however, be more appropriately dealt with as part of a reformed EII. 

Impact and Cost Effectiveness of SURE 

In examining the impact and cost effectiveness of SURE, it is important to consider the overall level of 

Exchequer costs under this scheme. The following table shows the tax costs of the SURE scheme and its 

predecessor the Seed Capital Scheme (SCS). The tax costs in 2015, the year the SURE scheme replaced the 

SCS, were €1.8 million. The figures show that the tax costs of this scheme were modest. 

SURE/SCS Tax Costs and Number of Beneficiaries 

Year Tax Cost (€ Million) Number of Beneficiaries 

2004 2.7 106 

2005 1.3 42 

2006 1.2 42 
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2007 2.3 63 

2008 1.7 56 

2009 2.9 77 

2010 1.8 54 

2011 2.0 80 

2012 1.6 88 

2013 1.3 60 

2014 1.8 59 

2015 1.8 86 

2016 1.9 80 

Total 24.3 893 

Source: Revenue Commissioners 

 

Indecon survey research showed that the majority of enterprises indicated that SURE had a very important 

or important impact on their enterprise. The following table contains the breakdown of respondents’ views 

and shows that 90.7% of respondents stated that SURE funding had either a very important (71.9%) or 

important (18.8%) impact on establishing their business. 81.3% said that SURE funding had either a very 

important or important impact on securing finance which would not have otherwise been available. As many 

of these individuals were either unemployed or had been made redundant, it is understandable that this 

assistance with start-up financing was important. Similarly, for PAYE employees the decision to take the risk 

to establish a new business is likely to have been helped by this incentive. 

 

Impact of SURE Funding on Business and Cost of Finance 

Elements of Enterprise 

Development 

Very  

Important 
Important 

Neither  

Important Nor  

Unimportant 

Unimportant 
Very  

Unimportant 

Establishing business 71.9% 18.8% 6.3% 0.0% 3.1% 

Securing finance which would not 

have been otherwise available  
50.0% 31.3% 15.6% 3.1% 0.0% 

Lowering cost of finance  40.6% 15.6% 43.8% 0.0% 0.0% 

Source: Indecon Confidential Survey of SURE Participants 

 

Data provided by the Revenue for a matched sample of 554 firms who received assistance under the SURE 

or the previous seed capital scheme showed that employment in these firms amounted to 10,847.  This 

however may reflect the grouping of employee returns.  A separate analysis of a sample of companies who 

received a SURE refund in 2015 and 2016 indicated employment of 656 for this sub group.  

 

Examination of the Effect of GBER 

The European Commission, in 2014, outlined that aid to SMEs in the form of access to finance as one of the 

areas which may currently avail of state aid without notifying the European Commission under GBER 
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regulations. The general requirements for a scheme to be considered compatible with the GBER were 

related to ensuring that the aid met certain conditions as follows: 

 Serve a purpose of common interest; 

 Have a clear incentive effect (this is presumed to be the case for SMEs); 

 Is appropriate and proportionate; 

 Is granted in full transparency and subject to a control mechanism; 

 Is regularly evaluated; and 

 Does not adversely affect trading conditions. 

There are very detailed requirements concerning other conditions such as age of firms and the nature of 

investors and the amount of investment that must be met to qualify for GBER.  This restricts what is 

permitted compared to the previous state aid approved scheme.   Indecon understands that Ireland has 

agreed to operate under GBER for various schemes where this is feasible.  

On October 13th, 2015 changes were made to the EII to bring it in line with the EU Commission’s GBER on 

State Aid (2014). Restrictions were put in place on when a company can make its first or subsequent 

applications to the EII. Financial Resolution 4 in Budget 2016 stated that “a company that does not meet the 

requirements of paragraphs 5 and 6 of Article 21 of Commission Regulation (EU) No. 651/2014 of 17 June 

2014’ shall not be a qualifying company.” Changes were also made to the limits investors and companies 

could raise through the EII and SURE and also to the ineligibility of connected parties. 

The average amount raised by share issuances after the change, €358,277, was over twice as high as the 

average amount raised by share issuances prior to the October 13th changes, as shown by the following 

table. Companies who raised EII funding from October 13th 2015 onwards raised on average €603,331 

compared to the €348,966 raised by companies who raised EII funding prior to the changes. This may be a 

reflection of the additional complexities arising from the GBER which makes it more challenging for firms 

seeking to raise smaller levels of funding.   

 

Amounts Raised by Share Issuances Prior to Change in EII (13/10/2015) and since the Change in the EII 

  Prior to 13th October 2015 13th October 2015 onwards 

Amount Raised (€m) 205.2 185.9 

Number of share issuances 1,268 519 

Average amount raised (€) 161,849 358,277 

Source: Indecon analysis of Revenue data 

The most significant effect of GBER is that from an enterprise and investor perspective the need to comply 

with GBER conditions has made the EII Scheme much more difficult. The design of the Scheme to meet GBER 

requirements has resulted in significant delays in approval, much greater uncertainty on eligibility and is 

likely to lead to an increase in the number of applications which are deemed to be ineligible. The problem 

with meeting the new requirements as a result of GBER was a consistent theme of many of those who made 

submissions to the consultation process.   

 

Comparison of Incentives in Other Countries 

Indecon reviewed information on tax incentives for SMEs in other countries. As outlined in the following 

figure, there are a number of different types of SME tax incentives. The following figure shows that 

incentives include venture capital incentives and shareholder incentives. It is clear that in most competitor 

countries incentives to encourage enterprise investment are in place. 
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Major Income Tax Incetives for SMEs in the EU 

 

Source: Bergner et al (2017) 

 

 

Given the importance of the UK as a competitor for foreign investment and an export market for foreign 

investment, a comparison with the UK is particularly important. The Enterprise Investment Scheme (EIS) in 

the UK has some similarities to the EII in Ireland. It is a tax relief incentive which allows qualifying companies 

a tax relief of up to 30% of the investment which is a lower level than permitted under EII. There is a lifetime 

limit of £12 million, with an annual limit of £5 million. The EIS has an investor limit of (£1 million per annum) 

compared to €150,000 under the Irish EII scheme.  The UK Seed Enterprise Investment Scheme (SEIS) 

provides a relief of up to 50% of the investment with the aim of aiding entrepreneur and supporting 

employment.  
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Comparison of International Schemes  

Scheme  EII SURE UK EIS UK SEIS  

Relief Rate 
30% Y1; 10% after 

4yr holding period 
41% 30% 

50% (Subject to max 

of £50,000) 

Company 

Investment Limit  
€15m lifetime limit  

€100k pa 

£5m annual, £12m 

lifetime limit  
£150k lifetime limit  

Investor Limit  €150k pa £1m pa £100k pa 

Holding 

Period  
4 years 4 years 3 years 3 years 

Eligible Companies  

Most of the micro, 

small and medium 

sized enterprises 

Qualifying new  

venture and must 

not have taken over 

an existing trade; 

less than two years 

old  

Most Trading SME's  

Small companies <25 

employees + <£200k 

in assets 

Capital Gains 

Capital gains taxed 

at income tax levels 

and losses not 

allowable 

- 

Capital gains taxed at 

low rate and losses 

allowance 

- 

Source: Indecon and Enterprise Ireland 

 

Important differences between the UK and Irish schemes are the much higher levels of annual investment 

limits which apply in the UK compared to the EII limit.  This impacts on the ability of more significant funding 

being provided by individual investors and is likely to increase the costs faced by enterprises raising funds. It 

may also discourage longer term professional investors.  Investors in the EII in Ireland are disadvantaged in 

terms of the capital gains treatment both in terms of taxation on capital gains and in the use of capital losses 

but potentially have a higher level of percentage tax relief if the criteria for the second phase are met. 

 

Conclusions and Recommendations 

Based on our analysis Indecon has outlined recommendations for significant change in the EII Scheme.  

These are designed to enhance the efficiency and effectiveness of the incentives, to ensure they provide a 

platform for the effective operation of the reliefs and to improve the cost effectiveness from an Exchequer 

perspective.  A summary of the recommendations is provided in the following table. These deal with 

recommendations for an alternative approach to the current certification procedure. Changes are also 

proposed for the investment thresholds for investors and other aspects of the relief. We include a 

recommendation to enhance risks requirements and to address the need to incentivise accurate information 

provided by companies. Recommended changes are proposed relating to interaction with other aspects of 

the tax code, namely, the treatment of capital gains and to incentivise support for higher risk sectors where 

capital constraints are likely to be more severe. As well as continuing with a reformed EII Scheme Indecon 

recommends continuation of the SURE incentive.  
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Summary of Recommendations 

1. Tax relief should continue to be provided in order to facilitate funding for Irish based SMEs and 

Start-ups. 

2. An amended enterprise investment scheme should involve a simplified application process to 

facilitate efficient decision making and approval should focus on confirming the eligibility of 

companies. 

3. Confirmation that a company is eligible for relief should be final if information provided is 

correct and complete. 

4. Applications from companies to the Revenue Commissioners should be classified as Tax Returns. 

5. The requirement of tourism enterprises to have applications evaluated by Fáilte Ireland should 

be removed. 

6. EII scheme should prioritise attraction of risk capital in sectors with greatest levels of market 

failure. 

7. Restriction of non-connected parties should be eased for micro start-up enterprises.  

8. The annual investment limit should be increased for longer term EII investors and higher risk 

sectors and capital losses should be allowable for such investors. 

9. Eligibility for EII should include an explicit condition that investors face normal commercial risks 

as shareholders.  

10. Full Tax Relief should be provided in the year in which the investment is made and gains in the 

value of shares should be subject to capital gains rather than income tax. 

11. The definition of research and development should be amended to facilitate high tech start-ups. 

12. A simplified process involving less restrictive conditions should apply for start-ups who are 

raising limited investments. 

 

1. Tax relief should continue to be provided in order to facilitate funding for Irish based SMEs and Start-

ups 

The expansion of SMEs and start ups is a critical element of enterprise strategy in Ireland and is required to 

ensure the sustained development of the Irish economy. Facilitating access to risk capital is important for 

SME’s and start ups. Programmes such as EII and SURE if appropriately designed can be an effective 

mechanism to achieve this valid objective. Our analysis suggests that market failures exist in the provision of 

risk capital for start-up companies and that EII and SURE have a potentially important role in addressing 

these difficulties. This is particularly relevant in the context of Brexit related risks and we believe 

discontinuation of such schemes (which also exist in competitor countries), would not be appropriate. 

Enterprise Ireland indicated as part of this review that taxation policy retains an important role in supporting 

enterprise development in Ireland including in addressing market failures in funding and noted that it is a 

key factor in the overall competitiveness of Ireland as a place to do business.  Indecon recommends that the 

SURE Scheme continues and that the type of tax incentives provided by EII scheme are enhanced. Significant 

changes are recommended to EII in order to ensure that the scheme meets the requirements of enterprise 
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development and is focused on areas of greatest market failure in order to maximise the return on scarce 

Exchequer resources.  

2. An amended Enterprise Investment Scheme should involve a simplified application process based 

mainly on a self-assessment system with Revenue role confined to the eligibility of companies and to 

normal audit led supervision. 

There are currently major difficulties with the operation of the Employment Investment Incentive Scheme 

and in Indecon’s judgement these mean that the current design of the EII is not fit for purpose. The 

difficulties with the scheme were identified by many organisations consulted as part of this review. For 

example, The Halo Business Angel Network (HBAN) indicated that “the current investment climate, and in 

particular the current Employment Investment Incentive Scheme (EIIS) presents a number of significant 

challenges to both investor and investee alike.”  Part of the problems which exists with EII relate to 

compliance with the GBER which imposes significant additional constraints on the eligibility of firms and the 

operation of the scheme. The complex approval processes are in contrast to the self-assessment approach 

for most tax reliefs in Ireland. The three stage process of pre-approval, certification and approval of the final 

amount not only involves certification that the company and its trade meets the conditions for eligibility but 

also involves checking that all of the conditions for each investor are met and that all shares are subscribed.  

The existing design and the resultant time lags involved acts as a significant barrier to enterprise investment. 

The evidence on the time lags between initial applications and approvals, suggests that while there are many 

reasons for these delays including incomplete or inaccurate information provided by companies, the impact 

is that these lags damage the attractiveness, effectiveness and reputation of the EII Scheme. Indecon 

therefore recommends a radical reform of the administration of the scheme. This proposed amended 

scheme would involve self-assessment by taxpayers and their advisers that all investor quality conditions 

have been met including that the investors are not connected parties and that shares have been issued and 

paid for.   

Our recommendation is that under an amended scheme, Revenue approval should be restricted to 

confirming that the company is eligible for EII and to normal audit led supervision.  We had also considered 

the merits of complete self-assessment approach including for checking that companies were eligible but on 

balance our judgement is that this would not be appropriate and that confirmation of the eligibility of the 

company for the tax relief (as applies in the UK) has important advantages in terms of attracting investment 

and in addressing the imbalance in information between companies and investors.  

Under our proposal there will be a need for investors and their advisors to assess the risks in the companies 

and to ensure that all the investor related requirements for relief are met. Reflecting the changes in the Irish 

economy and the labour market there may also be a case to rename the scheme as the Enterprise 

Investment Scheme as a link with a requirement for small increases in employment is now longer 

appropriate.  

 

3. Confirmation that a company is eligible for relief should be final if information provided is correct and 

complete 

Providing companies submit accurate and complete information to the Revenue Commissioners, and that 

there has been no changes to the facts and circumstances, then Revenue confirmation of the eligibility of 

the company for the relief should be final. There should therefore be only one stage in the approval process, 

although under normal self-assessment rules investors and their advisors should ensure that the investor is 

entitled to any reliefs. This inter alia requires ensuring share capital is paid up and the investor is not a 

connected party.   

The design of the amended scheme should involve an online application process that includes prompts to 

clarify areas of potential uncertainty. Links to Revenue guidance and steps to require confirmation of key 

information provided by the companies could be provided. This should facilitate accurate and fast 
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processing of EII applications. This is important to address the imbalance of knowledge/control between 

company/investors although it remains critical that investors or their advisors undertake normal due 

diligence on the companies for which they are proposing to become shareholders. 

 

4. Application from companies to the Revenue Commissioners should be classified as Tax Returns 

A small legislative amendment which would classify submissions by companies for EII approval as 

representing a tax return should be introduced. This proposed change to deem that submission of 

information by the company as part of an application represents a tax return would mean that if incorrect 

returns are made this could expose the company to penalties and publication. This would enhance the 

integrity of information provided and encourage a greater level of care in making submissions. This would be 

of benefit to investors and to the reputation of the scheme, and would benefit compliant enterprises. 

 

5. The requirement of tourism enterprises to have applications evaluated by Fáilte Ireland should be 

removed. 

Indecon has examined the additional application requirements on tourism enterprises which Fáilte Ireland 

undertakes on behalf of the Revenue Commissioners. We see no reason why the information requested is 

needed and believe this an unnecessary and an additional bureaucratic step which does not apply to other 

sectors. We therefore recommend that this element of the process should be removed. Indecon notes that 

Fáilte Ireland in their submission agreed that they should have no role in this scheme. The merits of 

abolishing this aspect of the scheme was highlighted by a leading fund manager who indicated that there 

was no commercial requirement for the requirement for Fáilte Ireland input and it created an unnecessary 

layer of bureaucracy. 

 

6. EII scheme should prioritise attraction of risk capital in sectors with greatest levels of market failure 

Start up enterprises in certain areas such as internationally traded sectors face significant challenges in 

securing finance.  It is likely that market failure is greater for such firms and as a result the level of economic 

deadweight is much less than for other firms operating in lower risk sectors of the economy or where asset 

backed security is available.  An analysis of the sectors which benefitted from EII suggests that significant 

funds have been allocated to firms in areas which in our judgement may face lower risk and lower levels of 

market failure.  This is in contrast to the general eligibility criteria for enterprise supports provided by 

agencies such as Enterprise Ireland and IDA (Ireland).  Indecon accepts that there is a case for some supports 

for wider enterprise development and we therefore recommend that EII should continue to be available to 

support a wide range of sectors. The sectors which are eligible should, however, be reviewed and it is noted 

that certain trading activities are already excluded from the incentives.  In order to provide capital to higher 

risk sectors a number of specific changes for enhanced incentives or greater flexibility for higher risk sectors 

are outlined in subsequent recommendations.  

 

7. The Restriction on Connected Parties should be eased for Micro Start-up Enterprises  

Under the Irish legislation connected parties are defined as including associates of persons in partnership in 

a company.  Such associates include a spouse or civil partner, ancestor, lineal decedent or siblings.  For micro 

firms these associates are likely to be one of the few sources for initial small scale capital. These micro start-

up enterprises face particular challenges in attracting capital. Indecon recommends that associates should 

be permitted to invest up to an aggregate amount of €200,000 in the first 12 months of their establishment 

in micro enterprises employing less than 5 employees.   
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8. The annual investment limit should be increased for longer term EII investors and for higher risk 

sectors and capital losses should be allowable for such investors 

Individual investors are restricted to a maximum investment of €150,000 in each tax year.  This impacts on 

the profile of investors and focusses investment on a larger number of smaller scale retail investors some of 

whom are possibly more focused on securing a tax break rather than becoming long term enterprises 

investors. Such small scale investors may see the EII as a scheme by which they are effectively lending funds 

to companies for a defined period in return for a tax break.  While Indecon understands the reasons for the 

investor limit and for other personal tax limits, such an approach is likely to significantly increase the costs 

for enterprises and reduces the potential to build a group of longer term investors which could enhance 

enterprise development.  As a result the cost/benefit ratio of the desired outcome in terms of support 

secured by enterprises compared to the tax costs is higher than would otherwise be the case. 

Indecon recommends that the annual investment limit is significantly increased for investors who invest 

shares for a period of 10 or more years, or who invest in shares that are not redeemable and have no 

company commitment to buy back the shares. The importance of longer term investment was raised by the 

Irish Venture Capital Association who noted that the current EIIS means that the investment is treated as a 

type of debt with the company making a commitment to the investor to repay the investment at a capped 

upside after 4 years. The IVCA suggested that “feedback from investee companies is that this can be too 

short a turnaround period for the investee company to generate a return to the investor”.  Indecon 

recommends that instead of an annual limit for longer term investors or investment in higher risk sectors, an 

individual life time limit of tax relief under this scheme of between €500,000 and €2m should apply as part 

of a restriction of this relief for high earners. Indecon also recommends that for such investors who are 

focused on investing in the enterprise, any loss on an EII investment should be allowed for capital gains tax 

purposes. The capital gains treatment was highlighted by the Consultative Committee of Accountancy 

Bodies – Ireland who noted that the availability of tax relief on losses in the UK schemes was a very useful 

dimension which had made the UK EIS/SEIS investments more attractive for investors given the high risk 

nature of investments in start-ups. 

Enterprise Ireland in their submission highlighted the need to ensure that investments in productive 

activities are not disadvantaged versus investments in asset backed enterprises. They suggested that the 

review should examine whether additional incentives and greater scheme flexibility could be provided for 

such high risk knowledge intensive companies. Indecon would support the extension of enhanced incentives 

(higher investor limits and capital gains allowances for losses) for certain sectors which are likely to face 

greater market risks. Sectors which are likely to be subject to market risk and where constraints in securing 

funds are likely to apply include many of the high tech and knowledge intensive sectors who are exposed to 

international market competition. These include med tech, bio pharma, electronics and engineering, 

cleantech manufacturing, medical devices, pharmaceuticals, life sciences, consumer product manufacturing, 

food processing and international traded services. There may also be a case for permitting a higher level of 

tax allowances for investors in such sectors where capital constraints are more severe.  One option would be 

to restrict the tax allowance to 30% of the investment for short term investors in lower risk sectors which 

would align with the UK rate, but increase the relief to 45% of the investment as an allowance for investors 

in higher risk areas.  
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9. Eligibility for EII should include explicit conditions that investors face normal commercial risks as 

shareholders. 

The current EII specifies that qualifying shares must not carry any preferential rights which are designed to 

ensure investors face normal commercial risks.  However in some cases mechanisms have been put in place 

in order to protect investors against loss.  Such mechanism could discourage investment in areas where 

capital constraints are most significant and where economic deadweight is lower. An anti-overdue 

mechanism should therefore be introduced to ensure that tax incentives are directed to areas of risk capital. 

 

10. Full Tax Relief should be provided in the year in which the investment is made and gains in the 

value of shares should be subject to capital gains rather than income tax 

In order to avail of the full relief of the EII investment the company must submit a form for each share issue 

to demonstrate an increase in employment on R+D expenditures.  While Indecon understands the historical 

rationale for this additional phase, the requirements which trigger the additional relief are not in our 

judgement sufficient to justify this phased approach to the relief. We therefore recommend the abolition of 

the third phase on the process.  IBEC in their submission to Indecon noted that “the current system of split 

relief based on employment or R+D expenditure introduces a level of uncertainty for the investor over which 

they have very little control” and similar points were made by others as part of the consultation. Indecon 

recommends that full tax relief is provided in the year in which the investment is made.  

Indecon understands that under Section 130 of the Taxes Consolidation Act 1997 where a company acquires 

its own shares, any amount paid in excess of the original price is treated as a distribution and while there are 

some exemptions (TCA S177 (6)-(10)), this requires the shares are held for a minimum of five years. As noted 

by one of the submissions to the review this is causing problems for EIIS exits after four years. It is important 

to highlight that there is no legislative tax requirement to restrict exits to four years. 

Indecon recommends that capital gains secured on the subsequent sale of shares are treated as capital gains 

rather than the current approach to tax any such gains at income tax rates. This will incentivise genuine 

investors in enterprise and would remove a perceived competitive disadvantage compared to the UK. This 

change should not however apply to cases where a connected party is the investor.  Indecon are also 

supportive of the wider anti-avoidance restrictions to prevent capital gains tax applying to disguised profit 

distributions for Non EII investments.  

 

11. The definition of research and development should be amended to facilitate high tech start-ups 

The definition of R+D in the EII legislation is based on the definition used to secure the significant R+D tax 

credit. This means in practice that many small start-ups involved in R+D and innovation may not be eligible 

for the relief in the early period of the company before trading has occurred. While exceptions are provided 

for companies who begin to trade within two years of issuing EII shares or who sell an intangible asset to 

another company to use in their trading activities, many R+D firms could be excluded. Indecon recommends 

an amendment to the R+D definition to refer to expenditures on R+D or innovation activity. The definition of 

R+D+I should be aligned with the type of qualifying R+D+I definition used by the enterprise agencies in 

evaluating supports for research and development and innovation. 
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12. A simplified process involving less restrictive conditions should apply for start-ups who are raising 

limited investments. 

To be consistent with Article 21 ‘Risk Finance Aid’, GBER detailed conditions must be met. However, for 

firms who are obtaining aid of up to €200,000 in any three year period, assistance can be disregarded under 

“the de-minimum” rule. This point was raised by an EII investor who suggested to the consultation process 

that such investment should not have to meet the more onerous recent changes to the EII to meet GBER. 

Indecon supports this proposal and recommends a very simplified process should apply for such firms. This 

would assist Enterprise Ireland HPSU firms and other start-up firms to secure capital and would remove the 

need to meet certain of the more challenging conditions of GBER. This should also have the benefit of 

significantly reducing the overall time for approval of EII applications. 
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1 Introduction and Background 
1.1 Introduction 

Indecon International Economics Consultants is a leading firm of research economists 

(subsequently referred to as Indecon in the report). Indecon was appointed by the Minister for 

Finance to undertake this independent review of the Employment and Investment Incentive 

Scheme (EII/EIIS) and the Start-Up Refunds for Entrepreneurs (SURE) incentive. 

 

1.2 Background and Scope 

The purpose of this review is to assess the impact of the EII and SURE schemes. Both the EII and 

the SURE scheme represent measures to encourage investment and the commencement of 

businesses with the objective of enhancing employment and economic output.  The focus of the 

review is on the following elements: 

 An examination of the extent to which the objectives of the incentives remain valid; 

 An examination of the extent to which objectives of the incentives are being met; 

 An examination of the cost effectiveness of the incentives; 

 An examination of alternative options which may exist for the provision of state support; 

 An examination of the effect of GBER (the General Block Exemption Regulations) on the 
incentives; 

 A comparison of the incentives with similar incentives in operation in other EU Member 
States; 

 An examination of whether the incentives, as currently designed, provide a platform for 
the effective operation of the reliefs. 

 

1.3 Methodology for Study 
The following figure, Figure 1.1, outlines Indecon’s methodological approach for this study. 

Figure 1.1: Methodological Approach 

 

Source: Indecon  
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Indecon has utilised an evidence-based approach to the completion of this evaluation including: 

 A detailed analysis of extensive new evidence based Revenue data for which Indecon are 
very appreciative 

 Analysis of ABSEI data on firms that availed of either scheme (Thanks are due to Enterprise 
Ireland and the Department of Business, Enterprise and innovation for facilitating access to 
this evidence)  

 A comparison of similar international tax incentives  

 Detailed review of submissions made as part of the consultation process 

Indecon also undertook a survey of companies that availed of either scheme. A quantified 

counterfactual econometric analysis of the impact of the EII was also undertaken by Indecon. 

 

1.4 Report Structure 
The remainder of this report is structured as follows: 

 Section 2 provides and overview of the EII and SURE schemes 

 Section 3 contains a discussion of market failure and reviews the extent to which the 
schemes’ objectives remain valid 

 Section 4 discusses the design of the EII 

 Section 5 evaluates the impact of the EII  

 Section 6 contains a discussion of the design of the SURE Scheme 

 Section 7 analyses the impact of the SURE Scheme 

 Section 8 examine the effect of GBER on these schemes 

 Section 9 compare EII and SURE with incentives in other countries 

 Section 10 presents Indecon’s recommendations  
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2 Overview of EII and SURE Schemes 

2.1 Introduction 

This section provides an overview of the Employment and Investment Incentive (EII) and the Start-

Up Refunds for Entrepreneurs (SURE) incentives. 

 

2.2 Employment and Investment Incentive (EII) 

The EII has been in operation since 2011, when it replaced the Business Expansion Scheme (BES), 

which was introduced in 1984. The EII is a tax incentive which provides for tax relief of up to 40% 

in respect of investments made in certain corporate trades.27 This tax relief is available to 

unquoted micro trading companies, as well as SMEs, which have been in operation for less than 7 

years or which are preparing to enter a new market. Individual investors can obtain income tax 

relief up to a maximum of €150,000 per annum up to 2020, whilst a qualifying company can raise a 

maximum of €15 million risk finance using the incentive. 

There are four criteria which must be met at the time of share issue for a company to be able to 

qualify for the EII:28 

1. Be a micro, small or medium sized enterprise; 

2. Not be regarded as a firm in difficulty; 

3. When its initial EII investment is received, meet one of the following conditions:  

 has not operated in any market,  

 it is trading for less than 7 years, or the investment under EII is required to fund a new 
product or enter a new geographical market and the amount of the investment required 
under EII is greater than 50% of its average annual turnover for the preceding 5 years  

4. When any follow-on EII investments are being raised, these investments are only eligible for 
relief where the possibility of follow on EII investments was foreseen in the undertaking’s 
original business plan (being the business plan first used to raise financing under BES, SCS, 
SURE or EII). (This GBER requirement is a very challenging one for enterprises) 

Relief is initially available to an individual up to a maximum of 30% of the amount invested. A 

further 10% tax relief is available where it has been proven that employment levels have increased 

at the company at the end of the specified period (3 years) or where evidence is provided that the 

company used the capital raised for expenditure on research and development. The remaining 

10% of the EII investment is available upon the meeting of conditions in the fourth year after the 

EII investment, which are: 

 An increased number of qualifying employees; 
And 

                                                           
27 Revenue, 2018. Tax and Duty Manual – The Employment and Investment Incentive (EII). Available at: 

https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-

16/16-00-10.pdf 

28 Ibid. 
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 An increase in the wages paid by the company to the qualifying employees by at least the 
wages of one qualifying employee 
Or 

 An increase in the companies R&D expenditure 
In 2014 the Department of Finance published a review of the EII and Seed Capital Scheme, which 

looked at the background and rationale for the schemes, as well as the take up of the schemes, 

amongst other elements. This review identified that the aim of the EII is to “provide an alternative 

source of finance to SMEs and start-up enterprises and to support the creation and retention of 

employment in small and medium-sized enterprises across the economy.”29  

 

2.3 Start-up Refunds for Entrepreneurs (SURE) Scheme 

The SURE incentive replaced the Seed Capital Scheme (SCS) in Budget 2015. Like the EII SURE is a 

tax relief incentive scheme. However, SURE is a tax incentive scheme for those looking to set up a 

new company who were previously mainly in PAYE employment or were recently unemployed. 

Applicants to SURE may be entitled to income tax relief “of up to 41% of the capital that invested 

under SURE. Depending on the size of the investment applicants may be entitled to a refund of 

income tax paid over the 6 years prior to year in which the investment is made.”30 

There are a number of conditions required to be eligible for SURE. These are outlined below:31 

 “Establish a new company carrying on a qualifying trading activity;  

 Have mainly PAYE income in the previous 4 years. This would include a person currently in 
PAYE type employment, an unemployed person, a person recently made redundant or a 
retired person;  

 Take up full-time employment in the new company either as a Director or an Employee;  

 Invest cash into the new company by way of purchase of new shares.” 

 

The company must also not: 

 Have any special trading arrangements with your former employer company, or a company 
related to that former employer company. Normal business transactions are, however, 
acceptable, provided these are conducted on an arm’s length basis. 

 Carry on a trade which is similar to any other trade in respect of which you have or have had 
a controlling interest.  

 Be considered as a firm in difficulty for the purposes of the Community Guidelines on State 
aid for rescuing and restructuring firms in difficulty.  

                                                           
29 Department of Finance, 2014. Review of the Employment and Investment Incentive and Seed Capital 

Scheme. Available at: http://www.budget.gov.ie/Budgets/2015/Documents/EII_Report_pub.pdf 

30 Revenue, 2018. Tax and Duty Manual – Start-Up Refunds for Entrepreneurs (SURE). Available at: 

https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-

16/16-00-11.pdf 

31 Ibid. 
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 Control or be controlled by any other company, with the exception of controlling a qualifying 
subsidiary.32 

 

Revenue guidelines also outline the minimum and maximum limits to participation in the scheme. 

The maximum investment which can be claimed is €100,000 per year, leading to a potential 

maximum investment of €700,000. This is based on the previous six tax years and the current tax 

year, as seven years is the maximum number of years for participation in the scheme. This means 

that an investor can invest €700,000 in 2018 and claim €100,000 in each year from 2012 to 2018 

inclusive via the SURE scheme. 

There are also limits in place when a company raises funding via SURE and EII. Revenue’s Tax and 

Duty Manual states that “A company that raises both SURE and EII may raise a maximum of 

€2,500,000 in any one twelve-month period, up to a lifetime maximum of €10,000,000.”33 

 

2.4 Summary of Key Findings 

 The Employment and Investment Incentive (EII) is a tax incentive initiated in 2011 providing 
tax relief of up to 40% in respect of investments made in certain corporate trades. Initial tax 
relief of 30% of the amount invested is provided with a further potential 10% available three 
years after the initial investment should certain criteria on employment or R&D be met. 

 The Start-Up Refunds for Entrepreneurs (SURE) scheme replaced the Seed Capital Scheme 
and is a modest tax incentive scheme for those looking to set up a new company who were 
previously mainly in PAYE employment or were recently unemployed. The SURE scheme 
provides tax relief in the form of a refund of PAYE tax paid by claimants of up to 41% of the 
capital invested in the new business. 

                                                           
32 Ibid 

33 Ibid. 
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3  Market Failure and Extent to Which the Schemes’ Objectives Remain Valid 

3.1 Introduction  

In considering whether the schemes objectives in facilitating investments in SMEs remain valid it 

is important to consider whether there are any market failures in the financing of SMEs. It is also 

useful to consider the job creation objective in the context of changing labour market. 

 

3.2 Market Failures  

The main objective of EII is to provide SMEs and start-ups with an alternative source of funding 

and to support the creation and retention of employment in SMEs across the economy. The 

SURE scheme aims to act as a source of finance to assist people to start their own businesses. In 

evaluating whether the objectives of EII and SURE scheme remain valid, it is important to 

consider if market failures exist in the provision of finance for SMEs and start-up firms. The 

following figure shows the potential effect of market failures on capital supply. In the absence of 

intervention, economic inefficiency may result in a lower amount of capital provided than what 

would be socially optimum. Of importance is whether there are wider externalities to the 

economy of such SMEs and start-up firms. The potential loss to society in terms of externalities, 

which could result from underinvestment in SMEs and start-ups, is highlighted in red. Such 

externalities, however, only arise if there are market failures as reflected in constraints on 

capital supply for viable businesses and if any increase in capital is well used. This highlights the 

importance of evaluating the effectiveness and impact of the EII and SURE interventions. Also 

relevant is the extent to which economic deadweight may apply to the incentives. The 

deadweight loss refers to “the likelihood that an outcome or benefit would have occurred 

without the incentives”34 and is shown in blue in the following figure.  This highlights the need to 

tailor any incentives to support companies who would not otherwise be able to secure the 

required capital without the incentives. For firms who have no capital shortage providing a tax 

incentive is likely to represent a waste of scarce public expenditure. 

 

                                                           
34 See Gray, A. W., ‘A Guide to Evaluation Methods’, published by Gill and McMillan, 1995, p.44 
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Figure 3.1: Economic Efficiency and Market Failure in Finance 

 

Source: Indecon  

 

 

As noted in the Indecon Evaluation of Enterprise Seed and Venture Capital Scheme undertaken 

for the Department of Business, Enterprise and Innovation, in order to evaluate various market 

failures in the financing of SMEs it is important to identify the source of these failure. 

Kraemer-Eis, Signore and Prencipe (2016) summarize the main sources of market failure, in an 

EIF Working Paper. These were identified as “disproportionality between the cost of assessing a 

relatively small company’s need for finance and the potential financial return; asymmetric 

information and externalities.” 35  

The problem of uncertain returns is significant in the case of start-ups and SMEs because of the 

gap in information between the company and provider of capital.  This is in part because start-

ups cannot provide evidence of a proven track record.  The international research indicates that 

often it is more cost effective for investors to focus investment on more established or late-

stage companies as there is better information on these firms and risks are lower. This idea of 

not having a proven track record and the resultant difficulties for SMEs in obtaining finance was 

identified by the OECD (2017)36 who state “failures in financial markets, due to asymmetric 

information and agency problems, typically limit access to credit by SMEs and start-ups, which 

are often under-collateralised, have limited credit history and, and may lack the expertise 

needed to produce sophisticated financial statements.” De La Torre, Gozzi and Schmukler (2017) 

came to a similar conclusion and indicated that “prior to extending the loan, the creditor may 

have less information than potential borrowers about the quality of their investment projects 

and their willingness to repay. This information asymmetry can give rise to an adverse selection 

                                                           
35 Kraemer-Eis, H., Signore, S., and Prencipe, D. (2016). The European venture capital landscape: an EIF perspective. EIF 

Research &Market Analysis, Working Paper 2016/34. Available at: 

http://www.eif.org/news_centre/publications/eif_wp_34.pdf 

36 OECD, 2017. Enhancing the Contributions of SMEs in a Global and Digitalised Economy. Available at:  
https://www.oecd.org/mcm/documents/C-MIN-2017-8-EN.pdf 

http://www.eif.org/news_centre/publications/eif_wp_34.pdf
https://www.oecd.org/mcm/documents/C-MIN-2017-8-EN.pdf
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problem.”37 This is relevant to funding via the EII or SURE schemes and has implications for the 

need to focus assistance on those viable companies who find it most difficult to raise finance. 

In reviewing evidence on the existence or otherwise of market failure in the provision of funding 

for start-ups and SMEs, it is interesting to note that the European Investment Fund Access to 

Finance Index (ESAF) ranks countries on SME’s access to finance. The following figure shows a 

comparison of this ESAF across countries between 2013 and 2016.  This suggests an index for 

Ireland of approximately 0.37 which is in the lower half of the European countries included in 

the figure. Indecon, however, believes that there have been improvements in funding 

availability in Ireland which may not be fully recognised in the ranking in the EIF research. 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
37 De La Torre, A., Gozzi, J., and Schmukler, S. (2017). Innovative Experiences in Access to Finance. World 

Bank Group. Available at: 

https://openknowledge.worldbank.org/bitstream/handle/10986/27529/9780821370803.pdf?sequence=2 

https://openknowledge.worldbank.org/bitstream/handle/10986/27529/9780821370803.pdf?sequence=2
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Figure 3.2: ESAF Index (2013-2016) 

 

Source: Gvetadze et al, 201838 

 

 

The following table shows that the percentage of SMEs applying for loans in Ireland has declined 

in recent years, from 39% in 2012 to 23% in 2016. This may be due to an increase in equity 

funding or retained earnings although there is a possibility that this may be due to SMEs being 

discouraged from applying due to concerns that they would not meet bank funding 

requirements. 

 

 

 

 

                                                           
38  Gvetadze, S., Kraemer-Eis, H., Lang, F., Prencipe, D., Signore, S. and Torfs, W. (2018). EIF SME Access to 

Finance Index. EIF Research and Market Analysis Working Paper 2018/47. Available at: 
http://www.eif.org/news_centre/publications/eif-wp-47.PDF 

http://www.eif.org/news_centre/publications/eif-wp-47.PDF
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Table 3.1: Trends in SME Loan Applications (%) 

Country 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Change  

2015-

2016 

Austria .. .. 26.3 27.5 25.5 28.3 27.6 25.7 28.7 21.2 -7.5 

Belgium .. .. 22.2 26.5 30.2 29.3 29.4 39.3 36.6 36.7 0.1 

Canada 17.0 .. 14.9 18.0 24.0 26.0 30.0 27.8 23.0 26.0 3.0 

Chile 32.9 .. 32.4 .. .. .. 26.4 .. 24.6 .. .. 

China .. .. .. .. .. .. .. .. 69.9 63.1 -6.8 

Colombia 49.0 53.0 44.6 49.6 47.0 44.0 43.3 39.6 42.6 34.0 -8.6 

Denmark 20.0 .. .. 24.0 .. .. .. 13.0 .. .. .. 

Finland .. .. 13.8 18.4 20.8 21.5 21.9 27.7 22.0 23.9 1.9 

France           38.4 35.6 35.7 37.9 37.9 0.0 

Greece .. .. 37.9 39.6 30.8 29.9 21.4 25.5 18.8 21.5 2.7 

Ireland .. .. .. .. 36.0 39.0 36.0 31.0 30.0 23.0 -7.0 

Italy .. .. 34.8 36.1 32.2 34.1 34.5 35.5 35.8 36.5 0.7 

Luxembourg .. .. .. .. 18.2 .. 25.8 16.4 23.0 26.2 3.2 

Malaysia .. .. .. 12.5 .. .. 21.0 .. .. .. .. 

Netherlands .. .. 29.0 22.0 18.0 22.0 23.5 21.0 24.0 21.0 -3.0 

Portugal .. .. 24.5 30.1 26.3 23.7 .. 18.3 23.0 24.2 1.2 

Serbia .. .. .. .. .. .. .. .. 14.9 16.5 1.5 

Slovak  

Republic 
        17.0   16.0   23.0 18.0 -5.0 

Spain .. .. 38.1 36.3 34.7 31.9 31.5 34.4 33.8 32.8 -1.0 

United  

Kingdom 
.. .. .. .. 9.7 .. 13.0 18.0 18.0 15.0 -3.0 

Median 

Value 
.. .. 

29.0

0 

27.0

0 

25.8

9 

29.6

2 

27.0

2 

27.7

0 

24.3

0 

24.2

1 
.. 

Source: OECD (2018). Data compiled by the OECD from the individual country profiles of Financing SMEs and Entrepreneurs 2018 
and SAFE survey data. 39 
Note: Data for the United Kingdom is sourced from the annual SAFE survey and differs from the data in the individual profile. 

 

The OECD data also shows that Ireland’s loan rejection rate of 16% in 2016 above the OECD 

rejection rate of 6.21%, suggesting that Ireland has an above average loan rejection rate but is 

below levels in the UK.  Also of note is that the rejection rate in Ireland has declined significantly 

from 30% in 2011 to 16% in 2016, which may in part reflect the improvement in the 

                                                           
39 OECD, 2018. Financing SMEs and Entrepreneurs 2018 – An OECD Scoreboard. Available at: 

https://read.oecd-ilibrary.org/industry-and-services/financing-smes-and-entrepreneurs-

2018_fin_sme_ent-2018-en#page229 
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performance of the enterprise base and changes in the capitalisation of the financial 

institutions.  

Table 3.2: Trends in SME Loan Rejection Rates (%) 

Country 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Austria .. .. 10.2 2.6 0.8 0.4 2.7 6.0 5.5 2.5 

Belgium     0.5 5.1 6.4 10.4 10.9 5.9 5.7 6.1 

Canada .. .. .. 9.0 8.0 7.0 9.0 12.8 7.0 9.0 

Chile 41.4 .. 15.0 .. .. .. 12.3 .. 14.7 .. 

China .. .. .. .. .. .. 6.2 12.0 11.7 6.1 

Colombia 2.0 4.0 9.0 5.0 3.0 4.0 7.0 3.0 7.5 4.0 

Denmark 3.0 .. .. 12.0 .. .. .. 14.0 .. .. 

Finland .. .. 7.0 4.9 3.1 8.1 7.1 6.7 6.2 5.6 

France           11.1 8.0 6.6 7.6 6.2 

Georgia .. .. .. .. .. .. 4.6 .. .. .. 

Greece .. .. 25.8 24.5 33.8 28.3 26.0 21.5 19.9 18.2 

Hungary .. .. .. .. .. .. 68.8 67.0 84.4 71.6 

Ireland .. .. .. .. 30.0 24.0 20.0 14.0 15.0 16.0 

Italy 3.1 8.2 6.9 5.7 11.3 12.0 8.9 8.4 6.0 4.0 

Korea 41.5 45.8 38.2 44.3 38.9 36.9 34.9 40.8 34.9 27.1 

Malaysia   .. .. .. .. .. 14.6 8.3 24.0   

Netherlands .. .. 31.0 10.0 13.0 28.0 28.0 27.0 21.0 20.0 

New Zealand 6.9 11.6 18.4 20.9 11.4 14.6 9.4 8.4 10.6 4.8 

Portugal .. .. 15.5 6.0 14.7 11.4 12.2 7.3 8.7 5.4 

Serbia 18.7 17.2 28.4 27.1 15.8 32.0 32.2 25.1 24.3 28.1 

Slovak Republic         20.0   15.0   13.0 5.0 

Spain .. .. 22.7 15.9 12.8 18.5 12.9 9.8 7.9 7.0 

Thailand 28.5 25.9 14.7 26.9 .. .. .. .. .. .. 

United Kingdom .. .. .. 27.0 30.0 31.0 33.0 19.0 18.0 19.0 

Median Value 12.76 14.41 15.27 11.00 12.92 13.32 12.25 10.87 11.72 6.21 

Source: OECD (2018). Data compiled by the OECD from the individual country profiles of Financing SMEs and Entrepreneurs 2018 
and SAFE survey data. 40 

 

                                                           
40  OECD, 2018. Financing SMEs and Entrepreneurs 2018 – An OECD Scoreboard. Available at: 

https://read.oecd-ilibrary.org/industry-and-services/financing-smes-and-entrepreneurs-

2018_fin_sme_ent-2018-en#page229 
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3.3 Perspectives of Enterprises  
In evaluating the existence or otherwise of market failure and the extent to which the schemes 

objectives remain valid, Indecon, as one input to the research, surveyed firms who received EII 

and SURE on their views of the existence of a market gap in the availability of equity funding for 

SMEs in Ireland. The following table shows that the majority of EII enterprises indicated their 

judgement that there is a gap in the availability of equity funding for SMEs in Ireland. Similarly, a 

majority of companies who availed of SURE stated that they believe there to be a very 

significant or significant gap in the availability of equity funding. Firms’ perspective on funding 

gaps may reflect their own experience, or the benefits of the incentive to them. Indecon 

therefore also reviewed the overall market for the provision of finance for enterprise.  This 

suggested that while there has been a significant improvement in funding channels in recent 

years, market gaps continue to exist for early stage start-ups and for higher risk SMEs. 

Enterprise Ireland, as part of the consultations to this review, indicated that EII scheme 

continues to be an important component of the funding landscape for Irish enterprise providing 

an alternative source of finance for SMEs and start-up enterprises. 

Table 3.3: Views of Respondents on the Existence of a Market Gap in the Availability of 
Equity Funding for SMEs in Ireland 

Market Gap % of EII Respondents % of SURE Respondents 

Very Significant Gap 52.0% 44.8% 

Significant Gap 33.7% 27.6% 

Minor Gap 8.2% 10.3% 

No Gap 2.0% 3.4% 

Don't Know 4.1% 13.8% 

Source: Indecon Confidential Survey of EII and SURE Participants 

Indecon’s analysis indicates that the objective of EII and SURE in providing funding for small 

firms and start-ups remain valid although the related objective of creating additional 

employment is less relevant in the context of the current labour market. In relation to 

deadweight and additionality, which is important to the design of any incentives, around half of 

enterprises to our survey of enterprises indicated that they believed that their business would 

still have developed but on a smaller scale or at a slower pace without any EII investment. A 

small percentage of enterprises indicated they would have obtained investment from other 

sources. This suggests some level of economic deadweight in the scheme and this is consistent 

with Indecon’s judgement based on reviewing the type of firms who were assisted. In relation to 

SURE scheme, most of these enterprises indicated that their business would either not have 

succeeded or would not have started without the SURE scheme or would have developed at a 

slower pace or smaller scale. 
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Table 3.4: Views of EEI/SURE Recipient Respondents on What Would Have Happened in the 
Absence of EII/SURE 

Situation in the absence of EII/SURE investment  % of EII Respondents % of SURE Respondents 

Would have obtained investment from other sources 7.1% 6.9% 

Business would not have started  23.5% 13.8% 

Business would not have succeeded 10.2% 20.7% 

Would have developed but on a smaller scale or at a slower 

pace 
51.0% 58.6% 

Business would not have been able to refinance 8.2% N/A 

Source: Indecon Confidential Survey of EII and SURE Participants 

 

3.4 Summary of Key Findings 

 The main objective of EII is to provide an alternative source of funding for various SMEs 
and start ups and to support the creation and retention of employment in small and 
medium-sized enterprises across the economy.  

 The objective for the SURE scheme is to act as a platform to source finance for new 
businesses who find it difficult to source seed capital which will further lead to people 
starting their own businesses that will help create jobs in the economy.  

 Market failures of relevance to the EII and SURE schemes are the issues of information 
asymmetries and wider potential externalities, which can affect the availability of equity 
funding for SMEs in Ireland.   

 In evaluating the existence or otherwise of market failure and the extent to which the 
schemes objectives remain valid, Indecon, as one input to the research, surveyed firms 
who received EII and SURE on their views of the existence of a market gap in the 
availability of equity funding for SMEs in Ireland. The majority of EII enterprises indicated 
their judgement that there is either a very significant or significant gap in the availability 
of equity funding for SMEs in Ireland. Similarly, a majority of companies who availed of 
SURE stated that they believe there to be a very significant or significant gap in the 
availability of equity funding. Firms’ perspective on funding gaps may reflect their own 
experience, or the benefits of the incentive to them. Indecon therefore also reviewed the 
overall market for the provision of finance for enterprise, which suggested that while 
there has been a significant improvement in funding channels in recent years, market 
gaps continue to exist for early stage start-ups and for higher risk SMEs.  

 Indecon’s analysis indicates that the objective of EII and SURE in providing funding for 
small firms and start-ups remain valid although the related objective of creating 
additional employment is less relevant in the context of the current labour market. In 
relation to deadweight the evidence suggests that some EII firms who were assisted may 
have been able to secure capital without the incentive.  
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4 Design of the Employment and Investment 
Incentive 

4.1 Introduction 

In this section Indecon provides a profile of firms who availed of the EII and other aspects 

relevant to the design of the incentive. 

 

4.2 Application Process for EII 

The application process for EII is very complex and there are a number of detailed criteria that 

need to be met in order for a company to qualify for EII. In order to apply for the EII tax relief 

the company must first apply to the Revenue Commissioners for Approval. A company can 

submit a Form EII Outline to Revenue to apply for outline approval, prior to applying for the tax 

relief. This outline approval gives an indication as to whether the company might qualify for the 

EII. However, it is important to note that outline approval does not guarantee approval for or 

availability of the EII tax relief. 

In order to gain approval for a share issue a company must submit Form EII 1, which can be 

submitted: 

 Immediately, in the case of a company that has already been trading for more than four 
months, 

 In the case of a new company, when the company has been trading for four months, or 

 In the case of a company that is not yet trading but carrying on qualifying R&D, when 
30% of the money raised under EII is spent on R&D.41 

 

Should the company meet the qualifying criteria they will be issued an EII 2 certificate which 

authorises EII 3 certificates to be issued to individual investors for that share issue. The EII 3 

certificate then allows investors to claim 30/40s of their tax relief on their investment under the 

EII. Investors must make this claim no later than two years from the end of the investment.  

The final 10/40 of the EII investment may be claimed by submitting a Form EII 1A as follows:42 

 In a case where employment has been increased, the 1st January of the fourth year after 
investment, 

 In the case where the R&D spend increase, the day after the company’s accounting year 
end, in the year before the 4 year share holding period ends 

                                                           
41 Revenue, 2018. Tax and Duty Manual – The Employment and Investment Incentive (EII). Available at: 
https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-16/16-00-10.pdf 

42 Ibid. 

https://www.revenue.ie/en/tax-professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-16/16-00-10.pdf
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As in the previous phases if approved the company are issue a certificate (EII 2A) which allows 

that company to issue EII 3A certificates to investors for that share issue. The EII 3A certificate 

then allows the investor to claim the remainder of their tax relief. 

The design of the current EII Scheme is very complex and would appear very costly and difficult 

for micro firms raising small amounts of funding. The current design of EII involves an approval 

process which requires that the company must apply to Revenue before any investor can 

receive their relief.  There can also be an earlier phase in the process whereby a company may 

apply to Revenue for Outline Approval as well as a third phase of approval for the final element 

of the relief.  Of critical importance is that entitlement to EII relief is determined only when the 

share issue has taken place.  This means that investors must make the initial investment prior to 

obtaining Revenue Approval and complex mechanisms have been developed to take account of 

this element of the design of the process. Revenue approval is in the form of a certification 

which is issued to the company and allows relief to be claimed by the investor.  This is an 

unusual design structure in the Irish tax context.  This is an unusual design structure in the Irish 

tax context and for tourism enterprises there is an additional process of pre-application to Fáilte 

Ireland. Because of the need for the Revenue Commissioner to establish that all of the eligibility 

criteria have been met, a long and complex system is inherent in the process.  This is related to 

the need to meet the requirements’ of GBER.  The problems this causes for participants of the 

scheme was raised consistently in our consultations. For example, a submission from IBEC noted 

that: 

“Feedback from our members and users of the EIIS has shown that changes to the 

EIIS to make it compliant with State Aid Rules has increased the complexity of the 

scheme to the extent that firms and users of the scheme are finding it very difficult 

to operate the scheme (resulting in incomplete applications).  This has had a knock-

on impact which has resulted in lengthened approval periods”. 

Our review suggests that the design of the EII is such as to cause major delays in obtaining 

approval and is simply not fit for purpose.   In relation to the timeline of approvals, the following 

figure outlines the percentage of outstanding EII applications open for more than three months. 

Whilst it appears there has been a sharp increase in January 2018 to over 50%, this is in part due 

to the change in approval process by the Revenue Commissioners in August 2017 when the way 

cases were tracked was changed. Prior to August if an application form was received in July with 

follow up information requested in July it was marked as closed. However, in August if an 

application form came in and additional information was requested this was left as an open 

application with information outstanding. This means that more applications were classed as 

being open. It took some months for this effect to carry through to EII applications being open 

for more than three months, resulting in an increase in January. The turnaround time for 

Revenue for applications remains at thirty days but this is not necessarily a thirty-day 

turnaround time for approval. If all necessary information has been included with the 

application it may be approved within thirty days. Alternatively, if all information is not 

included, an information request will be issued within thirty days of receipt of the application. 
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Figure 4.1: Percentage of Outstanding EII Applications Open More than Three Months 

 

Source: IBEC Submission 

Part of the problems which exists with EII relate to compliance with the GBER which imposes 

very significant additional constraints on the eligibility of firms and the operation of the scheme. 

The complex approval processes are in contrast to the self-assessment approach for most tax 

reliefs in Ireland. The three-stage process of pre-approval, certification and approval of the final 

amount not only involves certification that the company and its trade meet the conditions for 

eligibility but also involves checking that all of the conditions for each investor are met and that 

all shares are subscribed. The existing design and the resultant time lags involved acts as a 

significant barrier to enterprise investment. The evidence on the time lags between initial 

applications and approvals, suggests that while there are many reasons for these delays 

including incomplete or inaccurate information provided by companies, the impact is that these 

lags damage the attractiveness, effectiveness and reputation of the EII Scheme. 

 

4.3 Profile of EII Firms 

The following table, Table 4.1, represents the year in which EII funding was raised respondents 

to Indecon’s confidential survey. The year in which more companies raised EII funding than any 

other was 2016, when 46.2% of companies raised EII funding. A small percentage of 

respondents stated that they raised EII funding prior to 2012. 
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Table 4.1: Years in Which Companies Availed of EII 

Year in Which Funding was Raised Percentage of firms  

2010 4.8% 

2011 7.7% 

2012 19.2% 

2013 22.1% 

2014 26.9% 

2015 34.6% 

2016 46.2% 

2017 27.9% 

2018 6.7% 

Source: Indecon Confidential Survey of EII Participants 
Note: Percentages do not sum to 100% because some firms raised EII funding in multiple years. 

 

The following table, Table 4.2, outlines the number of companies who raised funding through 

the EII by the number of share issuances each company made. Analysis of the Revenue data 

shows that 53.2% of the companies have issued shares via the EII once. Just over one fifth of 

companies availed of EII twice, whilst over 25% availed of EII three or more times. 

Table 4.2: Number of Companies by Number of Share Issuances (EII) 

Number of Share Issuances Number of Companies Percentage of Companies 

1 421 53.2% 

2 166 21.0% 

3 96 12.1% 

4 42 5.3% 

5 or more 67 8.5% 

Source: Indecon analysis of Revenue data 

Table 4.3 represents the number of shares issued by the amount raised by the shares and shows 

that 631 issuances raised less than €50,000 each. This accounts for 35.3% of total number of 

issuances. A further 31.1% of share issuances raised between €50,000 and €149,999, with the 

remaining third of share issuances each raising over €150,000. There were a small number of 

share issuances which raised over €2 million each, accounting for 1.5% of issuances. 
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Table 4.3: Number of Share Issuances by Amount Raised (EII) 

Amount Raised Number of Issuances Percentage of Issuances 

Less than 50,000 631 35.3% 

50,000 - 149,999 555 31.1% 

150,000 - 499,999 395 22.1% 

500,000 - 999,999 118 6.6% 

1,000,000 - 1,999,999 61 3.4% 

2,000,000 and above 27 1.5% 

Source: Indecon analysis of Revenue data 

Whilst over one third of share issuances raised less than €50,000 each, when aggregated these 

issuances accounted for less than 4% of the total amount raised (€14.2 million).  Share issuances 

which raised over €2 million accounted for almost 20% of the total amount raises, despite 

accounting for less than 2% of the total number of share issuances. €97.0 million was raised by 

share issuances which raised between €150,000 and €499,999 individually.  

Table 4.4: Amount Raised by Individual Share Issue Amount (EII) 

Individual Share Issuance 

Amount (€) 
Total Amount Raised (€ m) 

Percentage of Total Amount 

Raised  

Less than 50,000 14.2 3.6% 

50,000 - 149,999 45.9 11.7% 

150,000 - 499,999 97.0 24.8% 

500,000 - 999,999 82.7 21.1% 

1,000,000 - 1,999,999 78.0 20.0% 

2,000,000 and above 73.3 18.7% 

Source: Indecon analysis of Revenue data 

Table 4.5 shows the number of companies who availed of the EII, broken down by the amount 

raised by each company. 30.6% of firms raised between €150,000 and €499,999. A further 

44.6% raised less than €150,000 whilst 6.3% of firms raised over €2 million. 
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Table 4.5: Number of Companies by Total Amount Raised (EII) 

Amount Raised by Company Number of Companies Percentage of Companies 

Less than 50,000 145 18.3% 

50,000 - 149,999 208 26.3% 

150,000 - 499,999 242 30.6% 

500,000 - 999,999 86 10.9% 

1,000,000 - 1,999,999 61 7.7% 

2,000,000 and above 50 6.3% 

Source: Indecon analysis of Revenue data 

 

Table 4.6 shows that the 50 firms who raised over €2 million accounted for almost 42% of the 

total amount raised. These companies raised €164.0 million, with a further €81.6 million raised 

by companies who raised between €1 million and €2 million. 22.1% of the total amount raised 

(€86 million) was raised by the companies who raised less than €500,000 each, with these 

companies accounting for approximately 75% of the companies. 

 

Table 4.6: Total Amount Raised by Amount Raised by Company (EII) 

Total Amount Raised by Company Total Amount Raised (€m) 
Percentage of Total Amount 

Raised  

Less than 50,000 3.8 1.0% 

50,000 - 149,999 18.6 4.8% 

150,000 - 499,999 63.6 16.3% 

500,000 - 999,999 59.6 15.2% 

1,000,000 - 1,999,999 81.6 20.9% 

2,000,000 and above 164.0 41.9% 

Source: Indecon analysis of Revenue data 

 

A total of €391.2 million was raised via the EII. €164 million of this was raised by 50 companies 

who each raised more than €2 million. The evidence shows that the top eight companies raised 

€47.5 million and that the average level of funding raised by this small group of enterprises 

amounted to nearly €6m for each firm.  The profile of those benefitting shows that a large 

number of enterprises had a very low level of average funds raised. 
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Table 4.7: Number of Companies by Total Amount Raised (EII) 

  Number of Companies 
Total Amount Raised 

(€ Million) 

Average Amount Raised 

(€ Million) 

Top 1% 8 47.45 5.93 

Top 5% 40 143.75 3.59 

Top 10% 80 210.98 2.64 

Top 20% 159 283.81 1.78 

Top 50% 396 362.16 0.91 

Remaining 50% 396 29.01 0.07 

Source: Indecon analysis of Revenue data 

 

4.4 Summary of Key Findings 

 Indecon analysed the profile of firms and take up of the EII, as well as other aspects of 
the design of the incentives. The figures show that 792 companies availed of the EII and 
there were 1,787 share issuances under the EII by these companies. Over half of these 
companies had only one share issuance, whilst almost one quarter had three or more 
share issuances. The current design does not confine the incentive to high risk sectors or 
specific type of SMEs. Indecon notes that a limited number of non-internationally traded 
sectors are excluded and some risk minimisation requirements are in place. 

 An important issue that the analysis of the profile of firms raises is whether the ‘one size 
fits all’ approach inherent in the current design of the scheme is appropriate. The design 
of the current EII Scheme is very complex and would appear costly and difficult for micro 
firms raising small amounts of funding.  

 Our review suggests that the design of the EII is such as to cause major delays in obtaining 
approval and is simply not fit for purpose. Our analysis also highlights the need for a much 
more simplified process for micro firms seeking to raise limited capital. 
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5 Impact and Cost Effectiveness of EII  
5.1 Introduction  

The appropriateness of the State continuing to support small businesses with tax breaks for 

equity investors via the EII depends on the cost of the incentives and the impact these have on 

start-ups and small firms who face financing constraints.   

 

5.2 Tax Cost of EII 
The following table provides a breakdown of the annual tax cost to the Exchequer of the EII in 

each year. This shows that the overall tax costs of the scheme have been significant and over 

the estimated costs to the Exchequer to date amounts to nearly €112 million. 

Table 5.1: Annual Tax Costs of the EII 

Year Tax Costs (€ Million) Investors 

2012 4.0 352 

2013 12.7 1,028 

2014 18.8 1,395 

2015 22.2 1,530 

2016 32.6 1,771 

2017 21.4 1,455 

Source: Revenue Commissioner data 
Note: Data for 2016 and 2017 is provisional and may change given the multi-year nature of the scheme. These costs do not include 
the final 10/40ths of the relief which may be due after a number of years have passed. Annual tax costs relate to the year in which 
the applicant’s details were processed on Revenue’s electronic system. 

An analysis of how tax costs compare to the level of investment for a sub sample of firms has 

been prepared for Indecon by the Revenue. This indicates that the tax costs amount to around 

30 – 36% of the overall levels of investment, and so represents a significant level of subsidy. 

These tax costs relate to tax year in which shares were issued, whereas the previous table which 

outlines annual tax costs, relates to the year in which the applicant’s details were processed on 

Revenue’s electronic system.  These subsidies are shared by investors, advisors and the 

enterprises. 
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Table 5.2: Breakdown of Amount Invested and Tax Cost Among Companies who had EII 
Share Issuances by Year of EII Share Issuance 

Year of EII Share 

Issuance 

Number of Matched  

Qualifying Companies 

Amount Invested  

(€ Million) 

Tax Cost 

(€ 

Million) 

Tax Cost as % of 

Amount Invested 

2012 124 29.76 10.64 35.8% 

2013 160 35.51 12.07 34.0% 

2014 183 49.86 15.12 30.3% 

Total 467 115.14 37.84 32.9% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 
met - however not all QCs have claimed the final 10/40s. 

A sectoral breakdown is provided in Table 5.3, which shows how tax cost as a percentage of 

amount invested varies by sector.  

Table 5.3: Sectoral Breakdown of Amount Invested and Tax Cost Among Companies who 
had EII Share Issuances in 2014 

Sector 

Number of 

Matched  

Qualifying 

Companies 

Amount 

Invested  

(€ Million) 

Tax Cost  

(€ Million) 

Tax Cost as 

% of Amount 

Invested 

Wholesale and Retail Trade, and Repair of Motor 

Vehicles and Motorcycles 
23 5.07 1.63 32.1% 

Professional, Scientific and Technical Activities 34 10.52 3.21 30.6% 

Accommodation and Food Service Activities, and Arts, 

Entertainment and Recreation 
10 3.71 1.11 30.0% 

Electricity, Gas, Steam and Air Conditioning Supply, 

Construction, and Transportation and Storage 
11 5.16 1.55 30.0% 

Agriculture, Forestry and Fishing, and Water Supply, 

Sewerage, Waste Management and Remediation 

Activities 

10 2.20 0.66 30.0% 

Administrative and Support Service Activities, and 

Human Health and Social Work Activities 
10 4.74 1.42 30.0% 

Manufacturing 31 8.09 2.43 30.0% 

Financial and Insurance Activities, Real Estate Activities, 

Education, and Other Service Activities 
10 3.68 1.10 30.0% 

Information and Communication 44 6.70 2.01 30.0% 

Total 183 49.86 15.12 30.3% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 
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5.3 Impact on Employment 

In evaluating the costs of the tax measure it is useful to review the impacts of the incentive on 

employment and on other aspects of company performance. Data has been assembled on 

employment by the Revenue Commissioners on behalf of Indecon for a sub set of firms and 

shows the change in the number of employees. The figures show a strong overall growth in 

employment of firms who received EII. 

 

Table 5.4: Breakdown of Employees in Companies who had EII Share Issuances 

Year of EII 

Share 

Issuance 

Number of 

Matched  

Qualifying  

Companies 

Employees in 

Year Prior to 

Share Issue 

Employees 

in Year of 

Share Issue 

Employees Three 

Years after Share 

Issue 

Difference Between Year 

Prior to Share Issue and 

Three Years After Share 

Issue 

2012 124 1,891 2,339 3,407 1,516 

2013 160 2,021 2,493 3,735 1,714 

2014 183 1,772 2,266 3,092 1,320 

Source: Indecon analysis of Revenue Commissioner data  
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 

 

A significant part of the overall increase in employment is in sectors which are primarily non-

internationally traded as evident in the next table. This has implications for the relative 

attractiveness of investment in more high risk internationally traded sectors.  The merits of 

focussing tax incentives on traded sectors of the economy has been highlighted by economists 

for many years. 43 

 

 

 

 

 

 

 

                                                           
43 For example see Gray. A.W. (Ed), Responses to Irish Unemployment, The Views of Four Economists, 

(Jointly with Professor Kieran Kennedy, ESRI, Professor Dermot McAleese, TCD and Professor Brendan 

Walsh, UCD) Indecon, 1992 
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Table 5.5: Sectoral Breakdown of Employees in Companies who had EII Share Issuances in 
2014 

Sector 

Number of 

Matched  

Qualifying  

Companies 

Employees 

in 2013 

Employees 

in 2014 

Employees 

in 2017 

Difference Between 

Year Prior to Share 

Issue and Three Years 

After Share Issue 

Manufacturing 31 373 475 702 329 

Wholesale and Retail 

Trade, and Repair of 

Motor Vehicles and 

Motorcycles 

23 359 414 603 244 

Professional, Scientific and 

Technical Activities 
34 198 266 396 198 

Information and 

Communication 
44 289 397 484 195 

Accommodation and Food 

Service Activities, and Arts, 

Entertainment and 

Recreation 

10 242 322 425 183 

Administrative and 

Support Service Activities, 

and Human Health and 

Social Work Activities 

10 167 187 240 73 

Electricity, Gas, Steam and 

Air Conditioning Supply, 

Construction, and 

Transportation and 

Storage 

11 52 109 118 66 

Agriculture, Forestry and 

Fishing, and Water Supply, 

Sewerage, Waste 

Management and 

Remediation Activities 

10 63 73 93 30 

Financial and Insurance 

Activities, Real Estate 

Activities, Education, and 

Other Service Activities 

10 29 23 31 2 

Total 183 1,772 2,266 3,092 1,320 

Source: Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 

Related to the issue of risk and the inclusion of non-internationally traded sectors is whether the 

EII funds lower risk asset based companies. Table 5.6 outlines the response to Indecon’s 

question about the requirement of security of assets of the company by the EII investors. 91.3% 

of the survey respondents stated that their EII investors did not require any security of assets of 

the company other than those normally granted to the shareholders.  The evidence, however, 

indicates for some companies additional security is provided.  
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Table 5.6: Requirement of Security of Assets of the Company by EII Investors Other than 
those Normally Granted to Shareholders  

Security of assets required % of Responding Firms 

Yes 5.8% 

No 91.3% 

Don't know 2.9% 

Total 100% 

Source: Indecon Confidential Survey of EII Participants 

In analysing cost effectiveness it is necessary to look at some simple measures of the tax costs 

per employees while noting that any growth in employment may be due to other factors. These 

estimates exclude the tax costs of other incentives such as the R+D tax credit. Also of note is 

that there are high opportunity costs of labour in Dublin and other parts of Ireland.  The 

majority of companies (60.3%) who raised funds through EII between 2012 and 2014 had a tax 

cost per employee of less than €5,000, as can be seen in Table 5.7. A further 22.4% of 

companies had a tax cost per employee of between €5,000 and €15,000. However, a small 

minority (4.6%) had a very high tax cost per employee in excess of €40,000 and as this is an 

average, it is likely that the costs of additional employment in some enterprises is even much 

higher. In the current labour market cost per employee is unlikely to be the most appropriate 

measure to evaluate EII.  This does, however, raises an issue of the criteria which triggers the 

third phase of the approval process and the importance of targeting the scheme.  

Table 5.7: Number of Companies by Tax Cost per Employee 

Tax cost per employee  

(employee number is 

from last relevant year) 

2012 2013 2014 2012-2014 
Percentage 

of Total 

0-5k 65 85 87 237 60.3% 

5-10k 15 17 29 61 15.5% 

10-15k 9 8 10 27 6.9% 

15-20k 5 6 7 18 4.6% 

20-25k 3 7 5 15 3.8% 

25-30k 3 1 4 8 2.0% 

30-35k 2 0 2 4 1.0% 

35k-40k 0 2 3 5 1.3% 

40k+ 5 7 6 18 4.6% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 

When looking at companies who had EII share issuances in 2012, over half of these companies 

had 0-10 employees and they accounted for 37.1% of the tax cost of the matched companies 

who availed of the scheme (€3.95 million).  
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Table 5.8: Breakdown of Tax Cost of EII Among Companies who had EII Share Issuances in 
2012 by Number of Employees 

No. of Employees 
Number of Matched  

Qualifying Companies 
Tax Cost (€ Million) Percentage of Tax Cost 

0-10 65 3.95 37.1% 

11-20 17 1.43 13.5% 

21-30 12 1.20 11.3% 

31-50 14 2.24 21.1% 

>50 16 1.81 17.0% 

Total 124 10.64 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 

 

An analysis of the average tax costs by number of employees suggests that larger employers on 

average had higher average costs per employee. 

 

Table 5.9: Breakdown of EII Share Incentives Among Companies who had EII Share 
Issuances in 2013 - 2014 

No. of Employees 
Average Tax Cost Per Company (€ 000) 

2013* 2014 

0 – 10 67.72 64.41 

11 – 20 69.09 85.50 

21 – 50 87.74 128.83 

>50 102.90 128.95 

Source:  Indecon Analysis of Matched Revenue Commissioners  
Note: *Refers to companies with share issuances in the specified year 

 

5.4 Impact on Profits 

In considering the impact of EII it is also useful to review the impact on enterprise profits.  The 

adjusted profits of matched qualifying companies who had share issuances in 2012, 2013 or 

2014 are contained in Table 5.1010. It is important to note that these do not represent all 

companies with EII share issuances in those years, as some of those companies have not filed 

returns in each of the required years. The number of matched companies represents those 

companies that have filed CT1 return that is captured on the Revenue’s data extract in the year 

before the EII investment, the year of the investment and three years after the first investment. 

These matched companies experienced significant increased profits in the years following the EII 

share issuance. This increase in profits has benefits for the Exchequer in terms of increased 
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corporate tax.  While the increases in profits may demonstrate that the investment assisted the 

companies to develop it suggests the possibility that some of these companies may be able to 

secure capital without the EII tax relief.   

 

Table 5.10: Breakdown of Adjusted Profits in Companies who had EII Share Issuances  
(€ Million) 

Year of 

EII Share 

Issuance 

Number of 

Matched  

Qualifying  

Companies 

Adjusted 

Profits in 

Year Prior to 

Share Issue 

Adjusted 

Profits in 

Year of Share 

Issue 

Adjusted 

Profits Three 

Years after 

Share Issue 

Difference Between Year 

Prior to Share Issue and 

Three Years After Share  

Issue 

2012 124 9.42 14.51 26.73 17.32 

2013 160 9.70 10.69 23.00 13.30 

2014 183 9.16 12.15 20.94 11.78 

Source: Indecon analysis of Revenue Commissioner data  
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 

 

5.5 Impact on Exports 

The extent to which EII assisted firms were focussed on the domestic market was examined in 

Indecon.  Table 5.11 describe the percentage of annual sales generated by survey respondents 

in the Irish market and via export sales. The average percentage of annual sales generated by 

Irish market sales is 65.2%.  The median value of 89% of sales in the Irish market suggests that 

for many of the assisted firms the Irish market generates the majority of their sales.  This raises 

the possibility of displacement of sales in the Irish market from enterprises who have not 

secured this relief.  

  

Table 5.11: Percentage Of Annual Sales: Irish Market and Exports (EII Survey Respondents) 

Measure Irish Market (%) Exports (%) 

Mean 65.2 34.8 

Median 89.0 11.0 

Minimum 0 0 

Maximum 100 100 

Source: Indecon Confidential Survey of EII Participants 

 

The breakdown of annual sales driven by exports by survey respondents is contained in Figure 

5.1. Most of the survey respondents had very low levels of exports but for some firms a 

significant percentage of their sales was to export markets.  
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Figure 5.1: Percentage of annual sales for Exports (EII Survey Respondents) 

 

Source: Indecon Confidential Survey of EII Participants 

 

Figure 5.2, shows the percentage of respondents who have export sales. The majority of the 

respondents (58%) have some export sales, but 42% of the assisted firms had no export sales. 

The figures suggest that many of the assisted firms are focused on the Irish market.  

Figure 5.2: Percentage of Number of firms having No Export Sales (EII Survey Respondents) 

 

Source: Indecon Confidential Survey of EII Participants 

 

 

 

5.6 Impact on Research and Development Expenditure  

One of the potential targets for EII is knowledge intensive enterprises who are engaged in R+D.  

Indecon asked EII companies surveyed what percentage of annual sales was spent on R&D and 

Innovation; 26.5% of respondents said that they spend more than 10% of their annual sales on 

research and development, while some firms had no R+D spend.  
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Figure 5.3: Percentage Of Annual Sales Spent on R&D + Innovation   

 

Source: Confidential survey of EII participants 

 

Of relevance in considering the interaction of EII with other aspects of the tax code is the extent 

to which EII firms also secured the R+D tax credit. New evidence prepared for Indecon by the 

Revenue Commissioners shows that the percentage of matched firms who availed of the R&D 

tax credit.  The data indicates that 92% of matched firms who had EII share issuances in 2014 

also availed of the tax credit in either the year before the share issuance, the year of the share 

issuances or three years after the share issuance. For the relevant period the group of EII firms 

who secured R+D Tax Credit obtained additional incentives which had an Exchequer cost of 

€39.6m. 

Table 5.12: EII and R&D Tax Credit 

Year of 

Investment 

Matched EII 

Qualifying 

Companies 

Using R&D tax 

credit 
% of cost 

Total R&D Cost (Y-1 & Y1 & 

Y4) €M 

2012 124 87% 78% 12.3 

2013 160 89% 79% 13.1 

2014 183 92% 89% 14.2 

Source: Revenue Commissioners data 
Note: The number of matched QCs represent only those companies that have filed CT1 return that is captured on our data extract 
in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first investment (Y4). 
The number of EII QCs represent only those companies that have been matched. The R&D percentage represents only those QCs 
that availed of the R&D credit in any or all of Y-1, Y1 or Y3 according to their CT1 filed for those years. The cost percentage is based 
on the EII QCs who also availed of the R&D credit versus all matched QCs (e.g. 2012 - €10.6M) rather than a percentage of the 
overall cost of the EII Scheme for that particular year. 

 

5.7 Counterfactual Impact of EII 

The analysis in this report demonstrates that firms who secured EII had positive outcomes as 

measured by overall employment growth. This is consistent with international research that 

availability of small firm finance has a positive impact on businesses (Avnimelech and Teubal, 

2005; Chemmanur et al, 2011; Helmann and Puri, 2000 and 2002; Lerner and Kortum, 2000).  

However, it would be a mistake to attribute all the outturns to the EII scheme. It is therefore 
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useful to consider more formal analysis of the impacts using econometric modelling. The 

purpose of such modelling is to attempt to control for impacts that may be caused by factors 

other than the EII investments capital investment. There are a number of potential techniques / 

approaches to counterfactual modelling including, Randomisation, Matching, Regression 

Adjustment and Difference-in-Differences.  The description of these technical econometric 

models and the specific results can be skipped by non-economists but what is important to note 

is that these techniques are attempting to measure the specific impacts of EII incentives 

compared to other factors influencing company performance.  The key implications of the results 

are outlined subsequently. This approach of considering counterfactual is aligned with best 

practice evaluation methods.  

Randomization refers to the method of selecting two random samples.  One sample is then given 

the treatment, such as obtaining an additional equity investment, and one is not (it is also 

possible to then cross-over, i.e., switch the treatments – this is usually not done for firms, 

however).  If the sampling44 and treatment assignment is random then differences in mean 

outcomes between the two groups can be interpreted as net impacts of the programme or 

treatment. (McKenzie (2011). McKenzie (2016), Bruhn et al. (2013)). 

Matching is an alternative technique widely utilised used by economists and econometricians for 

counterfactual evaluation.  This is used in part because often random control trials are not 

possible, and so the essence of matching is to create a control sample that is ‘as if’ random by 

matching to the treated sample.  Statistical techniques are used to estimate the probability or 

propensity to be treated, and so these techniques are called propensity score matching (PSM) or 

invers-probability weights (IPW).  (Grilli and Martinu (2014)45 , Colombo and Murtinu (2016)). 

Difference-in-Difference (DID) methods are an alternative technique for counterfactual 

evaluations when certain conditions are present.  In essence, the DID estimator identifies the 

treatment effect by assuming the time-trend element of impacts is the same between the 

treated and control group.  The treatment effect is then the amount by which the treated group 

changed relative to the control group over time.  The technique requires panel data and a 

sample of firms not-treated, as well as a pre-and post-treatment period for the treated firms.  In 

other words, we need observations on treated firms before and after the treatment, and on non-

treated firms over the entire time period. (Benavente and Crespi (2003)46). Very often such panel 

data is not available but in relation to agency assisted firms such data is included in the ABSEI 

                                                           
44 It is possible the sampling might not be random, and then the results might be interpreted accordingly 

– for example, we might sample only new firms or only males, etc.  The applicability of the results to the 

wider population is then in question, but that is an alternative issue.   

45 Grilli, Luca and Murtinu, Samuele, Government, Venture Capital and the Growth of European High-Tech 

Entrepreneurial Firms (January 22, 2014). Research Policy 43(9), 1523-1543.. Available at SSRN: 

https://ssrn.com/abstract=2066867 or http://dx.doi.org/10.2139/ssrn.2066867   

46 Benavente, J.M., and Crespi, G. (2003) “The Impact of an Associative Strategy (the PROFO Programme) 

on Small and Medium Enterprises in Chile” SPRU Working Paper Series, University of Sussex. 
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database and we are very appreciative to the Department of Business, Enterprise and 

Innovation, for providing access to anonymised micro panel data as part of this study.  

In order to estimate the impact of equity funding on firms supported by EII, we examined data 

from the ABSEI database.  The following table gives descriptive statistics for the main variables 

in the ABSEI dataset. 

Table 5.13: Descriptive Statistics of Panel Dataset 

Variable  Mean (€) Std. Dev. (€) 

Turnover  14,467,114 61,706,524 

Exports  8,857,088 41,786,441 

Employment  25 64 

Services  2,482,737 17,198,923 

Materials  6,181,105 32,306,345 

Other Expenditure 801,567 3,326,088 

Payroll  2,527,596 7,882,495 

Source: Indecon using ABSEI data 

For our analysis, of particular importance is defining the treatment and outcome.  The vast 

majority of EII firms that were in ABSEI received EII funding between 2011 and 2015.  ABSEI has 

data up to 2017. We defined ‘treatment’, as the pooled sample of any firms that received EII 

between 2011 and 2014. We defined outcomes as the average growth rate in key variables 

2014-2017, for: turnover, employment, exports, and R&D.  

In analysing the data set for matching treatment and control firms, size of company and the size 

distribution in the dataset was examined.  Size was measured in terms of turnover or employees 

during the 2011-2014 period.  The size distribution of firms in ABSEI gives a picture of the types 

of firms in ABSEI – most firms are small, with a small number of large firms. We present in the 

following a graphical depiction of this for employment; similar results were found for turnover 

and variables that would proxy size. Figure 5.4 depicts size as number of employees for firms 

that are smaller than 100.  The distribution highlights the significance of very small firms.  Given 

this profile, we undertook an approach to ensure company size amongst other covariates was 

included in the matching undertaken is in our analysis. It is also important to remember that 

new knowledge companies can grow for a considerable period without major increases in 

employment. 
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Figure 5.4: Size Distribution of Firms on Employment (0-100 employees) 

 

Source: Indecon 

 

A similar depiction of firms with employment of more than 100 employees is presented in 

Figure 5.5.  This also shows a skewed distribution and highlights that there are a small number 

of large firms. 

Figure 5.5: Size Distribution of Firms on Employment (>100 employees) 

 

Source: Indecon 

 

While the data available represents a very comprehensive panel dataset which is rarely available 

to economists in evaluating the impact of incentives such as EII, a number of data limitations 

exist. For example, the dataset only includes data from when the firm first recorded 

employment and data in general is only available from a certain date. Similarly, firms in ABSEI 

may have been founded in years before they received agency support. 

In general, the models estimated were the growth rates in the pre- and post-treatment periods.  
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Where lnY and lnX were the first differences in the outcome and explanatory variables, lnrev, 

lnexp, lnemp, and lnrnd (revenue, exports, employment and R&D).  We used a variety of 

explanatory variables in the levels and average growth rates to control for size on company 

type, and related aspects of the company. One important point is we were not able to use 

company sector or ownership (Irish or foreign) as control variables as there was too little 

variation in the treatment sample among these, meaning a few sectors such as IT, and one type 

(Irish owned firms were accounting for the vast majority of firms with EII). The models in both 

the levels and the growth rates were estimated using the panel data commands in STATA.   

 

Models estimated 

We estimated a number of different models to test the sensitivity of the results to model 

selection, and model/matching strategy type.  The Inverse Probability Weighted Regression 

Adjustment model (IPWRA) was estimated and this model has the desirable property of being 

‘doubly robust’, in that even if the treatment model or the outcome model is mis-specified, then 

the model will still yield and consistent estimate of the Average Treatment Effect on the Treated 

(ATET). 

The impact of the EII as measured by the ATET is what is of interest.  We also estimated 

propensity score matching (PSM) and regression adjustment (RA) treatment type models.  The 

PSM model is a model which models treatment alone on covariates and then the average 

outcome of matched units is compared.  The RA model models outcomes based on covariates, 

and then ‘predicts’ the missing data for treated and non-treated samples, and takes the average 

of the predicted and actual outcome differences between treatment and non-treatment (the 

sample being augmented with the predicted values). 

When considering the estimation, particular attention was paid to the definition of the 

treatment and control variables.  Outcomes were evaluated as per the following definition---

Outcomes: lnrev_gr, lnexp_gr, lnemp_gr, lnrnd_gr, which are:  the natural logs of revenue 

growth, export growth, employment growth, and R&D growth from 2014-2017 (divided by 3). 

Outcomes were defined with respect to time for both before and after the treatment, i.e., when 

firms received the EII investment support.  Separate regression models were run using the 

propensity score matching (PSM) technique, the Regression Adjustment (RA) technique, and the 

inverse probability weights (IPW) and inverse probability weights -regression adjustment 

(IPWRA) estimator (which combines the robustness of weighted matching-type estimators and 

regression adjustment) using the statistical software STATA.  

Sensitivities were run using slightly different definitions of the explanatory variables, using 

squared terms of some of the explanatory variable, and added lagged values for the explanatory 

variables from the ABSEI data. Broadly, these sensitivities did not change the results, but adding 

more variables tended to improve the matching. 
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Results 

The methodology of counterfactual treatment effects is to estimate the probability of receiving 

the treatment and then effectively adjusting the outcome model for a matched or weighted 

sample between treatment and controls.  For each of the outcome variables in question, the 

ATET can be formally written as: 

𝐴𝑇𝐸𝑇 = 𝐸(∆|𝑥, 𝐷 = 1) = 𝐸(𝑦1|𝑥, 𝐷 = 1) −  𝐸(𝑦0|𝑥, 𝐷 = 1) 

After weighting/matching and estimation, it is then possible to compare the outcomes between 

the treatment and control groups. This can be represented as: 

𝐴𝑇𝐸𝑇 = 𝐸(∆|𝑝(𝑥), 𝐷 = 1) =  𝐸(𝑦1|𝑝(𝑥), 𝐷 = 1) − 𝐸(𝑦0|𝑝(𝑥), 𝐷 = 0) 

As a general representation of a treatment model, the model estimated is a probability or probit 

model of treatment, explained by the covariates of the form: 

𝑃𝑟𝑜𝑏{𝑇 = 1) = 𝛼 + +𝛽1𝑙𝑛𝑟𝑒𝑣 + 𝛽2𝑙𝑛𝑒𝑥𝑝 + 𝛽3𝑙𝑛𝑒𝑚𝑝 + 𝛽4𝑙𝑛𝑟𝑛𝑑 + 𝜀 

 

The results are presented in Table 5.14.  In the panel models these are presented for the 

dependent variable as the growth rate or the (log) level.  Numbers in bold are statistically 

significant.  The results are the % increase in the dependent variable. 

 

Implications of Results  

The results in Table 5.14 suggests that enterprises receiving EII supports did significantly better 

than matched or weighted enterprise supported firms for the variables turnover, exports and 

R&D growth.  The numbers being percentage-point increases in the growth rates of the 

dependent variables.  The EII supports did not give statistically significant values for 

employment growth across any of the models or sensitivities. 

Table 5.14: Modelling Results – Average Treatment Effect on the Treated 

Variable/Model  IPWRA PSM RA IPW 

Turnover growth 17.7% 9.1% 13.3% 11.4% 

Employment growth 1.6% 1.6% 1.3% 1.5% 

Exports growth 23.3% 11.1% 16.1% 12.7% 

R&D growth 16.0% 8.6% 6.3% 5.8% 

Source: Indecon  
Note: Bold indicates statistical significance 

 

 A variety of tests were undertaken to check the validity of the results.  This included checking 

sensitivity of the PSM results to trimming the supports, setting callipers, and allowing more 
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matches (e.g., 1:1, 2:1 matching, etc.).  The results were broadly not sensitive to these changes, 

in terms of statistical significance and direction.  The quality of the matching was mainly checked 

via graphical analysis and the following graphic gives a depiction of the before and after density 

of propensity scores from matching for one of the models.  All the models yielded similar results. 

 

Figure 5.6: Kernel Density of PSM Before and After Matching 

 

Source: Indecon 

 

The model gives a reasonable confidence of the overlap assumption and the ability of the 

treatment and matching to created comparable samples.  Further analysis was done on the 

distribution of errors, which suggested that the models were not yielding purely random errors, 

but broadly no indication of major problems such as outliers or un-modelled factors. There are a 

number of potential issues with all counterfactual models including PSM models and caveats 

need to be noted in interpreting the results.   

Figure 5.7: Distribution of Errors Log of R&D Growth 

 

Source: Indecon 
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5.8 Enterprise Perspectives on EII Funding 

In addition to formal econometric modelling it is also useful to consider the results of the 

Indecon survey of EII firms on the importance of EII funding on employment, sales, and product 

development as well as other on other areas. Table 5.15 shows that more than 57% indicated 

that EII funding has a very important impact on the maintenance of employment, with a further 

21.8% saying that it had an important impact. Over 85% of respondents said that the EII had a 

very important (66%) or important (19.4%) impact on the expansion of employment.  

 

Table 5.15: Impact of EII funding on Employment   

Elements of 

Enterprise  

Development  

Very  

Important 
Important 

Neither  

Important Nor  

Unimportant 

Unimportant 
Very  

Unimportant 

Maintenance of  

employment 
57.4% 

21.8% 10.9% 5.0% 5.0% 

Expansion of 

employment 

66.0% 19.4% 9.7% 1.0% 3.9% 

Source: Confidential survey of EII participants  

 

Further analyses of the views of respondents on the impact of EII funding on market sales 

indicates that the majority of respondents suggested that EII funding was important for 

expansion into both export and Irish markets. 45.4% of the survey respondents said EII funding 

was very important for the company’s expansion into export markets. A significant minority 

however, consider EII funding to be unimportant in the expansion of export. This is not 

surprising given the profile of firms who obtained this incentive.  A higher percentage (70.6%) of 

respondents stated that EII funding had a very important or important impact on expansion of 

Irish market sales.  This raises the issue of potential displacement of sales from non assisted Irish 

market competitors. 

 

Table 5.16: Impact of EII funding on Market Sales  

Elements of 

Enterprise  

Development  

Very  

Important 
Important 

Neither  

Important Nor  

Unimportant 

Unimportant 
Very  

Unimportant 

Expansion into 

export markets 
45.4% 14.4% 14.4% 12.4% 13.4% 

Expansion of Irish 

market sales 
40.2% 30.4% 14.7% 8.8% 5.9% 

Source: Confidential survey of EII participants  

 



 

 

123 
 

A majority of survey respondents suggested that EII funding was an important impact in terms 

of introducing new goods, improving efficiency and product quality.  

Table 5.17: Impact of EII Funding on New Product Development, Cost Efficiency and Product 
Quality   

Elements of 

Enterprise  

Development  

Very  

Important 
Important 

Neither  

Important Nor  

Unimportant 

Unimportant 
Very  

Unimportant 

Introduction 

of new goods 

and services 

54.9% 22.5% 8.8% 6.9% 6.9% 

Improvement 

in cost  

efficiency 

30.7% 30.7% 25.7% 5.0% 7.9% 

Improvement 

in product 

quality 

39.2% 30.4% 24.5% 0.0% 5.9% 

Source: Confidential survey of EII participants  

 

The following table, Table 5.18, contains the views of respondents on the impact of EII funding 

on securing finance which otherwise would not have been available and also lowering the cost 

of finance. The majority of enterprises suggested that EII funding was either very important or 

important for securing finance which would not otherwise have been available. The table also 

shows that over three quarters of respondents said that EII funding had either a very important 

or important impact on lowering the cost of finance.  

 

Table 5.18: Impact of EII funding on Availability and Cost of Finance 

Elements of 

Enterprise  

Development  

Very  

Important 
Important 

Neither  

Important Nor  

Unimportant 

Unimportant 
Very  

Unimportant 

Securing  

finance which 

would not  

otherwise have 

been available 

70.2% 
20.2% 5.8% 1.0% 2.9% 

Lowering cost of 

finance 

57.3% 19.4% 12.6% 2.9% 7.8% 

Source: Confidential survey of EII participants  

 

Table 5.19 shows that 43.4% of respondents suggest that EII funding has a very important 

impact on investment in R&D and innovation. A further 26.3% stated that EII funding has an 

important impact in this area, whilst a significant minority (15.2%) said that EII funding was 

either unimportant or very unimportant in terms of investment in R&D and innovation. 
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Table 5.19: Impact of EII Funding on Investment in Research and Development + Innovation 
(R+D+I)  

Element of  

Enterprise  

Development  

Very  

Important 
Important 

Neither  

Important Nor  

Unimportant 

Unimportant 
Very  

Unimportant 

Investment in 

R+D and  

Innovation 

43.4% 
26.3% 15.2% 7.1% 8.1% 

Source: Confidential survey of EII participants  

 

5.9 Summary of Findings 

 The estimated costs to the Exchequer to date amounts to nearly €112 million which is a 
significant percentage of the overall levels of investment raised. In evaluating the tax 
costs also of note is that new evidence presented in this study shows that most of the EII 
firms also availed of the R+D tax credit. 

 In analysing cost effectiveness it is useful to look at the potential benefits as well as costs 
of the scheme. As a first step in the process we reviewed some simple measures of tax 
costs per employees while noting that any growth in employment may in part be due to 
other factors.  We note that there is a high opportunity cost of labour in Dublin and other 
parts of Ireland. These tax costs only refer to the costs of EII and not to other tax 
incentives which may be used by these companies. The evidence indicates that the 
majority of companies (60.3%) who raised funds through EII between 2012 and 2014 had 
a low EII tax cost per employee of less than €5,000. A further 22.4% of companies had a 
tax cost per employee of between €5,000 and €15,000. However, a small minority (4.6%) 
had a very high tax cost per employee in excess of €40,000 and as this is an average, it is 
likely that the costs of additional employment in some enterprises is even much higher. 
In the current labour market cost per employee is unlikely to be most appropriate 
measure to evaluate EII. This raises an issue of the criteria which triggers the third phase 
of the approval process and the importance of targeting the scheme.  

 In terms of overall employment supported, very useful data has been assembled on 
employment trends by the Revenue Commissioners on behalf of Indecon for a sub set of 
EII firms. This shows the change in the number of employees in the three years after the 
share issue. The figures show a strong overall growth in employment in firms who 
received EII. 

 In addition to examining overall employment, it is also useful to review evidence on 
Enterprise Ireland and other agency assisted firms that obtained EII funding compared to 
a counterfactual control group of similar companies.  This is important as the beneficial 
impacts on company performance evident in the data may, simply reflect other factors 
including the improving economic environment.  To assist in evaluating this, Indecon 
undertook a counterfactual econometric modelling of the impact of the EII programme 
for those firms who are agency assisted and who benefited from the EII scheme compared 
with a control group who did secure this funding. The evidence suggests that EII firms 
perform better in terms of turnover, exports, and R&D growth but not employment 
growth relative to other similar firms.   

 Indecon’s analysis indicates that many firms who secured EII funding recorded very 
significant increases in profitability in the immediate years following EII incentives. While 
this may demonstrate that the investment assisted the companies to develop, it suggests 
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the possibility that some companies may have been able to raise finance without the 
incentive. 

 The evidence on firms assisted suggests that some of the companies are in lower risk 
sectors.  There is merit in considering whether the focus of the scheme can be amended 
in order to target companies most in need of finance and thereby reduce economic 
deadweight and Exchequer costs. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

126 
 

6 Design of Start-Up Relief for Entrepreneurs 

6.1 Introduction  

The Start-Up Refunds for Entrepreneurs (SURE) scheme was initiated in order to assist 

entrepreneurs in raising seed capital for their new business. In order to evaluate this scheme, 

Indecon will first provide a profile of SURE firms and discussing the take-up of the scheme and 

its costs.  

6.2 Profile of SURE Firms 

The Start-Up Refunds for Entrepreneurs scheme was initiated in order to assist entrepreneurs in 

raising seed capital for their new business. In order to evaluate this scheme, Indecon analysed 

the profile of SURE firms. Indecon’s survey of companies who received SURE funding 

ascertained the status of the individual prior to establishing their business. 46.9% of 

respondents indicated that they had either been made redundant or were unemployed prior to 

establishing their business. A further 37.5% were in employment, with the remainder were 

retired or on a career break prior to establishing their business with the SURE incentive. The 

results are aligned with the target profile inherent in the design of the SURE scheme. 

Indecon conducted a survey among the firms who took up the SURE initiative with background 

information on the SURE scheme and the firms presented below. The table outlined below 

represents the year in which the company that received SURE funding was started. Table 6.1 

shows that for majority of respondents, their company was started from 2015 onwards.  

 

Table 6.1: Year in Which Business Started 

Year  % of Respondents  

2009 3.1% 

2010 0.0% 

2011 0.0% 

2012 3.1% 

2013 12.5% 

2014 25.0% 

2015 28.1% 

2016 21.9% 

2017 6.3% 

Source: Indecon Confidential Survey of SURE Participants 

 

As can be seen in Table 6.2 the majority of the survey respondents (56.3%) operate in the 

‘other’ sector which includes software, tourism, etc. 12.5% of the survey respondents work in 

the manufacturing of food/beverages, with a further 12.5% operating in the exports sector.  
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Table 6.2: Sector in Which the Business Mainly Operates  

Sector  % of Respondents 

Manufacturing of Food/Beverages including Brewing and Distilling 12.5% 

Other Manufacturing  3.1% 

Export services 12.5% 

Education 3.1% 

Agriculture/Aquaculture 0.0% 

Renewable Energy 0.0% 

Nursing Homes 0.0% 

Pubs/Restaurants 0.0% 

Hotels/Other Accommodation Providers 0.0% 

Retail/Wholesale/Distribution 12.5% 

Other 56.3% 

Total  100% 

Source: Indecon Confidential Survey of SURE Participants 

In order to assess the SURE scheme, Indecon analysed data obtained from the Revenue 

Commissioners which summarizes further details on the characteristics of the companies. The 

table below outlines the number of companies for the SURE scheme in terms of the number of 

share issuances. Out of the 136 companies under the SURE scheme, a majority (77.2%) have 

only one share issuance. Just over 20% raised funding multiple times under the SURE scheme, 

with a small percentage of firms (2.2%) having 3 share issuances.  

Table 6.3: Number of Companies by Number of Share Issuances 

Number of Issuances Number of Companies Percentage of Companies 

1 105 77.2% 

2 28 20.6% 

3 3 2.2% 

4 0 0.0% 

5 or more 1 0.7% 

Total 137 100% 

Source: Indecon analysis of Revenue data 

 

Indecon examined the level of funding raised by companies who received SURE. The figures 

show that a limited number of 137 companies availed of the SURE scheme, accounting for 175 

share issuances. These companies raised €11.9 million through the SURE scheme. As the 

following table shows the top 1% of companies raised €1.3 million which was 11.1% of the total 



 

 

128 
 

amount raised under the SURE scheme. The figures indicate that most of the recipients under 

SURE raised very modest levels of funding.  

Table 6.4: Total Amount Raised by Amount Raised by Company 

Percentage of Amount 

Raised 
Number of Companies 

Total Amount Raised 

(€m) 

Average Amount Raised 

(€m) 

Top 1% 2 1.3 0.65 

Top 5% 7 3.4 0.49 

Top 10% 15 5.4 0.36 

Top 20% 28 7.1 0.25 

Top 50% 69 10.3 0.15 

Remaining 5% 68 1.6 0.03 

Source: Indecon analysis of Revenue data 

 

The current terms of the scheme state that the investor’s income from previous years must 

have been mainly liable to PAYE. However, income in the year immediately before the 

investment can be from any source.  

Indecon’s analysis suggests that the design of the SURE scheme is well targeted. One issue 

raised in the consultations was the restriction of the scheme on those who were previously 

PAYE employees. This design element prevents those previously self-employed from benefiting. 

While such a group were not the target of this initiative, there is merit in assisting the self-

employed to fund the establishment of new business. This may however, be more appropriately 

dealt with as part of a reformed EII. 

 

6.3 Summary of Key Findings 

 The Start-Up Refunds for Entrepreneurs scheme was initiated in order to assist 
entrepreneurs in raising seed capital for their new business. In order to evaluate this 
scheme, Indecon analysed the profile of SURE firms. Indecon’s survey of companies who 
received SURE funding ascertained the status of the individual prior to establishing their 
business. 46.9% of respondents indicated that they had either been made redundant or 
were unemployed prior to establishing their business. A further 37.5% were in 
employment, with the remainder were retired or on a career break prior to establishing 
their business with the SURE incentive. The results are aligned with the target profile 
inherent in the design of the SURE scheme. 

 Indecon also examined the level of funding raised by companies who received SURE. The 
figures show that a limited number of 137 companies availed of the SURE scheme, 
accounting for 175 share issuances. These companies raised €11.9 million through the 
SURE scheme. As the following table shows the top 1% of companies raised €1.3 million 
which was 11.1% of the total amount raised under the SURE scheme. The figures indicate 
that most of the recipients under SURE raised most levels of funding.  

 Indecon’s analysis suggests that the design of the SURE scheme is well targeted. One issue 
raised in the consultations was the restriction of the scheme on those who were 
previously PAYE employees. This design element prevents those previously self-employed 
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from benefiting. While such a group were not the target of this initiative, there is merit in 
assisting those self-employed to fund the establishment of new businesses. This may 
however, be more appropriately dealt with as part of a reformed EII. 
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7 Impact and Cost Effectiveness of SURE  

7.1 Introduction 

This section considers the available evidence on the cost effectiveness of the SURE Scheme.  

This involves a review of the tax costs and the potential benefits of SURE.  

7.2 Tax Cost of SURE 

In examining the impact and cost effectiveness of SURE, it is important to consider the overall 

level of Exchequer costs under this scheme. The following table, Table 7.1, shows the tax costs 

of the SURE scheme and its predecessor the Seed Capital Scheme (SCS). The tax costs in 2015, 

the year the SURE scheme replaced the SCS, were €1.8 million. The figures show that tax costs 

of this scheme were modest. 

Table 7.1: SURE/SCS Tax Costs and Number of Beneficiaries 

Year Tax Cost (€ Million) Number of Beneficiaries 

2004 2.7 106 

2005 1.3 42 

2006 1.2 42 

2007 2.3 63 

2008 1.7 56 

2009 2.9 77 

2010 1.8 54 

2011 2.0 80 

2012 1.6 88 

2013 1.3 60 

2014 1.8 59 

2015 1.8 86 

2016 1.9 80 

Total 24.3 893 

Source: Revenue Commissioners 

 

7.3 Impact on Employment  

The costs of the SURE / SCS funding has to be compared against the potential benefit of the 

Scheme Data provided by the Revenue Commissioners estimates that the companies who 

received SURE/SCS funding who have been matched with Corporation Tax Returns and 

employer returns, as of July 18th 2018, had 10,847 employees in 2016, with expenditure on 

salaries of €266 million.  Some of this employment may be due to other factors and may also 

reflect the grouping of employee returns in Revenue databases.  The above includes firms who 
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served assistance under the previous SCS Scheme.  A separate analysis of a sample of the 

companies who received a SURE refund in 2015 and 2016 indicted employment of 656 for this 

sub group. For SURE firms who responded to Indecon survey, employment had increased.  

7.4 Impact on Exports 

An analysis of Indecon’s survey responses from SURE enterprises indicates that many of the 

firms are largely focussed on the Irish market but a significant percentage have secured sales in 

exports markets.  

Figure 7.1: Percentage of Annual Sales for Exports    

 

Source: Indecon Confidential Survey of SURE participants  

 

Figure 7.2 analyses the percentage of survey respondents who have no export sales as a part of 

their annual sales. 30% of respondents indicated that they were operating solely in the Irish 

market, which is understandably for micro firms.  

 

Figure 7.2: Percentage of Number of firms having No Export Sales 

 

Source: Indecon Confidential Survey of SURE participants  
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7.5 Enterprise Perspectives on SURE Funding 

Table 7.2 analyses the views of survey respondents on the impact of SURE funding on 

establishing the business, securing finance and lowering the cost of finance. 90.7% of 

respondents stated that SURE funding had either a very important (71.9%) or important (18.8%) 

impact on establishing their business. 81.3% said that SURE funding had either a very important 

or important impact on securing finance which would not have otherwise been available.  

 

Table 7.2: Impact of SURE Funding on Business and Cost of Finance 

Elements of  

Enterprise  

Development 

Very  

Important 
Important 

Neither  

Important Nor  

Unimportant 

Unimportant 
Very  

Unimportant 

Establishing 

business 
71.9% 18.8% 6.3% 0.0% 3.1% 

Securing  

finance which 

would not 

have been 

otherwise 

available  

50.0% 31.3% 15.6% 3.1% 0.0% 

Lowering cost 

of finance  
40.6% 15.6% 43.8% 0.0% 0.0% 

Source: Indecon Confidential Survey of SURE Participants 

 

The following figure depicts the percentage of respondents who deemed the impact of SURE to 

have been either very important or important on each of the areas. It is clear that the vast 

majority of people deemed SURE to have had an important impact on establishing their 

business, with the majority of those people saying it had a very important impact. 

Figure 7.3: Percentage of Respondents who Said that SURE Funding Had a Very Important or 
Important Impact on Business and Cost of Finance 

 

Source: Indecon Analysis of DBEI Data 
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7.6 Summary of Key Findings 

The key findings on the cost effectiveness of SURE. 

 The tax costs in 2015, the year the SURE scheme replaced the SCS, were €1.8 million. The 
figures show that tax costs of this scheme were modest.  

 Indecon’s survey of SURE firms showed that the majority of enterprises indicated that 
SURE had a very important or important impact on their enterprise.  

 The costs of the SURE / SCS funding has to be compared against the potential benefit of 
the Scheme Data provided by the Revenue Commissioners estimates that the companies 
who received SURE/SCS funding who have been matched with Corporation Tax Returns 
and employer returns, as of July 18th 2018, had 10,847 employees in 2016, with 
expenditure on salaries of €266 million.  Some of this employment may be due to other 
factors and may also reflect the grouping of employee returns in Revenue databases.  The 
above includes firms who served assistance under the previous SCS.  A separate analysis 
of a sample of the companies who received a SURE refund in 2015 and 2016 indicted 
employment of 656 for this sub group.  
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8 Examination of the Effect of GBER 

8.1 Introduction 

The EIIS scheme commenced on 25 November 2011 having received state aid approval from the 

Commission (including approval for s.492 (a) of the TCA) to last until 31 December 2013. The 

state aid approval for the scheme as it stood at in 2013 was subsequently extended by the 

Commission to 2020. Following a review of the EII the TCA was amended by the Finance Act 

2014.  Initially it was intended to seek state aid approval for the 2014 changes but the 

simultaneous introduction of GBER led to correspondence between the Department of Finance 

and DG Competition setting out the Minister for Finance’s intention to rely on the exemption 

from notification for certain risk finance aid schemes (including those below €150m cost p.a.).  

It appears that in amending Part 16 of the TCA in the Finance Act 2015 to take account of the 

newly effective Group Block Exemption Regulations (EU) No. 651/2014 of 17 June 2014, an issue 

arises of whether the amendments properly took into account: the requirement under Article 

21(3) that risk finance measures may only be available to persons who are not already 

shareholders in an eligible undertaking, and the requirement in Article 1(4)(a) of the GBER to 

prohibit explicitly payments to beneficiaries of the aid where there is a recovery procedure in 

place (the “Deggendorf rule47”). 

As noted above on foot of a review of the GBER changes were made to the Part 16 of the TCA in 

Finance Act 2014.  This included changes so that the EII was expanded to include, subject to 

certain conditions, medium-sized enterprises in non-assisted areas, the management and 

operation of nursing homes and to internationally traded financial services as certified by 

Enterprise Ireland. Secondly, the amount that can be raised under the EII by a company in a 12-

month period was raised from €2.5 million to €5 million. The lifetime corporate limit on the 

amount that can be raised was increased from €10 million to €15 million. Thirdly, the holding 

period for shares issued under the EII has been increased from three to four years. Finally, the 

amount of tax relief available to an investor was revised in line with the reduction in income tax 

rates announced in Budget 2015.  

 

8.2 Requirements of GBER 

The General Block Exemption Regulations (GBER) outline the areas in which Member States of 

the EU are able to grant state aid without first notifying the European Commission. The 

European Commission, in 2014, outlined the following areas which may currently avail of state 

aid without notifying the European Commission:48 

 Regional aid; 

 Aid to SMEs in the form of: 

                                                           
47 Joined cases T-224/93 and T-486/93 

48 https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32014R0651&from=EN 

http://eur-lex.europa.eu/legal-content/EN/TXT/?qid=1404295693570&uri=CELEX:32014R0651
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o Investment aid 

o Operating aid 

o SMEs’ access to finance 

 Aid for environmental protection; 

 Aid for research and development and innovation; 

 Training aid; 

 Recruitment and employment aid for disadvantaged workers and workers with 
disabilities; 

 Aid to make good the damage caused by certain natural disasters; 

 Social aid for transport for residents of remote regions; 

 Aid for broadband infrastructures;  

 Aid for culture and heritage conservation; 

 Aid for sport and multifunctional recreational infrastructures; and, 

 Aid for local infrastructures. 

The Group Block Exemption Regulations (GBER) came into effect on 1 July 2014. The general 

requirements for a scheme to be considered compatible with the GBER were related to ensuring 

that the aid met certain conditions as follows: 

 Serve a purpose of common interest; 

 Have a clear incentive effect (this is presumed to be the case for SMEs); 

 Is appropriate and proportionate; 

 Is granted in full transparency and subject to a control mechanism; 

 Is regularly evaluated; and 

 Does not adversely affect trading conditions. 

Under the GBER, aid may not be granted to a firm in difficulty and maximum aid amounts must 

be specified. Details of aid recipients must be published in the usual manner with these details 

available for 10 years. The Commission must be notified of the existence of the scheme within 

20 days of the commencement of the scheme and an annual report must be furnished to the 

Commission.  

Large enterprises may receive aid, providing they comply with incentive effect conditions and 

analyse in an internal document the viability of the aided project/activity with and without the 

presence of aid. Government must verify that this document confirms a material increase in the 

scope of the project/activity or speed of completion of same. 

The annual budget for a measure may not exceed €150 million and a lifetime limit of €15 million 

per company must apply. The total amount of risk finance allowed per undertaking is important 

as, firms must sum the amounts they have received under the category of risk finance aid (i.e. 

aid under EII and SURE) to remain eligible for these schemes under GBER. Table 8.1 shows the 

number of companies by the amount they have raised under each scheme. Whilst three 

companies have received funding of over €5 million through EII, none have exceeded the €15 

million GBER threshold. Indecon’s analysis suggests that this requirement is met by the current 

EII. 
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Table 8.1: Number of Companies by Total Amount Raised 

Amount Raised by Company (€) Number of EII Companies Number of SURE companies 

Less than 50,000 145 72 

50,000 - 149,999 207 45 

150,000 - 499,999 243 18 

500,000 - 999,999 85 2 

1,000,000 - 1,999,999 59 0 

2,000,000 - 4,999,999 48 0 

5,000,000 - 9,999,999 2 0 

10,000,000 - 14,999,999 1 0 

15,000,000 and above 0 0 

Total 790 137 

Source: Indecon analysis of Revenue data 

 

 

It is important to also look at the cumulative funding raised through both schemes. The 

following table, Table 8.1 shows that even amongst firms that received both EII and SURE 

funding, none exceeded the €15 million GBER threshold.  

There are also specific GBER Requirements for Risk finance Aid for SMEs. Risk Finance Aid for 

SMEs can take three forms. It can be in the form of equity, a loan or a loss guarantee. The 

EII/SCS is aid in the form of equity. Of importance to considering GBER is that tax incentives are 

restricted to “independent private investors”, who are defined, in Art. 2(72) as: “a private 

investor who is not a shareholder of the eligible undertaking in which it invests, including 

business angels and financial institutions, irrespective of their ownership, to the extent that they 

bear the full risk in respect of their investment…” 

A qualifying SME is one that is unlisted and meets any one of the following criteria (Art. 21(5)): 

 Not commenced trading; 

 Trading less than 7 years; or 

 Needs further investment in order to enter a new market/introduce a new 
product which costs more than 50% of average turnover over the previous five 
years. A business plan is required. 

 

If a company has been trading for more than 7 years, it can also qualify providing that (Art. 

21(6)): 

 The lifetime limit of €15 million is not exceeded; 

 The possibility of the requirement for follow-on investment was envisaged in the 
original business plan; and 

 The company is not linked with another company that is not an SME. 
 



 

 

137 
 

As noted later, the issue of how to interpret the requirements that follow-on investment was 

envisaged in the original business plan can mean that many firms may be excluded under this 

provision.  

Replacement capital will qualify as an investment purpose if the new funding received 

comprises of at least 50% new capital. In addition, no more than 30% of funds raised can be 

used for liquidity management by companies that raise equity investments. 

The maximum thresholds (Article 23(5)) that apply to the amount of aid that may be provided 

are outlined in Table 8.2 overleaf. Indecon believes that EIIS conforms to these conditions. 

 

Table 8.2: Maximum Threshold Permitted under GBER 

Company Type Max Aid % 

Not yet trading 90% 

Trading less than 7 years 60% 

New product/market or follow-on investment in companies trading over 7 years 40% 

 

In the case of fund managers, if they invest in a spread of companies that encompass these 

company types, they must either ensure the relief amounts are not exceeded for a company 

type or apply a weighted average amount of relief. The scheme must be available to companies 

located in all Member States and these companies must have a viable business plan. Availing of 

the exemption from state aid notification under the GBER, in theory can simplify the process of 

administering and amending the scheme but can raise difficulties in implementation. Changes 

can be made to the scheme and commenced immediately without the delay of seeking prior 

approval from the European Commission, providing the changes comply with the GBER. 

Reporting requirements remain the same, with an annual report sent to the Commission and 

the details of companies who have received the aid being published. Indecon notes that the 

Revenue publish a list of companies assisted under the Scheme. 

 

8.3 Compliance with GBER 

Indecon understands that the Department of Finance wrote to the Commission on 17/02/2015 

to commence the formal state aid approval process for the changes contained in the Finance 

Act 2014.  In reply on 12/06/2105, the Commission reminded the Department of the existence 

of the GBER and the possibility that the changes to the EII in Finance Act 2014 might qualify for 

an exemption from the state aid notification requirement under GBER. The Commission, noted 

the Ireland should have notified it of the required changes to any risk finance aid measures to 

comply with GBER by 31/12/2014 but had failed to so. (The Commission reiterated these points 

in subsequent correspondence to the Department of Finance. In particular, the Commission 

expressed concern that the EII as it stood following Finance Act 2014 was not compliant with 

Article 21(5) of the GBER, viz: Eligible undertakings shall be undertakings which at the time of 
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the initial risk finance investment are unlisted SMEs and fulfil at least one of the following 

conditions: (a) they have not been operating in any market; (b) they have been operating in any 

market for less than 7 years following their first commercial sale: and (c) they require an initial 

risk finance investment which, based on a business plan prepared in view of entering a new 

product or geographical market, is higher than 50% of their average annual turnover in the 

preceding 5 years. 

On 22/06/15 the Department of Finance advised the Commission that it was examining the 

possibility of bringing the changes under the GBER exemption.  In Finance Act 2015 a further 

amendment (insertion of s.494(4A)) was made to the TCA to ensure compliance of the scheme 

with Article 23(5) of the GBER. By letter dated 06 November the Department advised the 

Commission “the necessary legislative amendments have been put in place to move the 

abovementioned scheme within the General Block Exemption Regulations. This will be notified to 

the Commission separately very shortly… “These changes took effect from 13 October 2015.”   

On 13 November the Commission requested further information on the structure of the 

legislative provisions for the scheme (Part 16 of the TCA) with particular regard to how they 

comply with the requirements of Articles 23(1) to (18).  The Department responded on 

27/11/2015 stating in relation to Art 21(3) inter alia, that “The scheme complies with paragraph 

3 as the aid is in the form of tax incentives to “private investors who are natural persons 

providing risk finance directly or indirectly to eligible undertakings”.   

It would appear that the EII may not have fully complied with some of the GBER requirements 

and these led to changes in EII/SURE. One of the issues with the original EII concerned the 

definition of independent private investment.  Article 2(72) of GBER provides that: ‘independent 

private investor’ means a private investor who is not a shareholder of the eligible undertaking in 

which it invests, including business angels and financial institutions, irrespective of their 

ownership, to the extent that they bear the full risk in respect of their investment. Upon the 

creation of a new company, private investors, including the founders, are considered to be 

independent from that company.  Article 21(3) of GBER provides: “3. At the level of independent 

private investors, risk finance aid may take the forms mentioned in paragraph 2 of this Article, or 

be in the form of tax incentives to private investors who are natural persons providing risk 

finance directly or indirectly to eligible undertakings.” 

S. 492(4) of the TCA was introduced into the TCA by s.33 of Finance Act 2014 and it sets out the 

classes of persons to whom the relief applies and identifies “connected persons” to whom the 

relief does not apply: An individual shall be connected with a company if he or she directly or 

indirectly possesses or is entitled to acquire more than 30 per cent of: (a) the issued ordinary 

share capital of the company; (b)the loan capital and issued share capital of the company, or 

(c)the voting power in the company.” 

 

 

 



 

 

139 
 

8.4 Changes to EII/SURE 

On October 13th, 2015 changes were made to the EII to bring it in line with the EU Commission’s 

GBER on State Aid (2014). Restrictions were put in place on when a company can make its first 

or subsequent applications to the EII. Financial Resolution 4 in Budget 201649 stated that “a 

company that does not meet the requirements of paragraphs 5 and 6 of Article 21 [outlined in 

Section 8.2 of this report] of Commission Regulation (EU) No. 651/2014 of 17 June 2014’ shall 

not be a qualifying company.” Other changes made to the EII on that date include: 

 Increasing the limit on amounts raised by companies in any 12 months period from €2.5 
million to €5 million; 

 Increasing the limit on the total amount raised by companies over their lifetime from 
€10 million to €15 million (the threshold set out by the GBER); 

 The minimum qualifying period for the holding of shares in an EII company increased to 
4 years from 3 years. 

Following these changes there was an increase in the average amount raised per share issuance 

through the EII. The data in Table 8.3 shows that there was an increase of almost 27% between 

the average amount raised in 2014 and in 2015 when the maximum threshold was raised. A 

greater increase of 54.3% can be seen in 2016 which was the first full year, following the 

increase in the maximum allowable amounts raised in a given year and over a company’s 

lifetime. 

Table 8.3: Amount Raised by Share Issuances by Year 

Year Average Amount Raised Maximum Amount Raised 

2010 10,000 10,000 

2011 162,759 1,384,500 

2012 159,721 2,490,000 

2013 153,201 2,100,000 

2014 188,050 2,500,000 

2015 238,339 5,000,000 

2016 367,797 5,000,000 

2017 293,425 1,891,000 

Source: Indecon analysis of Revenue data 

Table 8.4 shows the average amount raised by companies in each year via the EII. There was a 

general trend upwards in the average amount raised by companies until 2016, with 2016 having 

the highest average amount raised, just over €540,000. This was a considerable increase on the 

previous year and reflects the increase in limits in 2015. 

 

 

                                                           
49 http://www.budget.gov.ie/Budgets/2016/Documents/Budget_2016_Financial_Resolutions_pub.pdf 
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Table 8.4: Average Amount Raised by Companies in Each Year 

Year € 

2010 10,000 

2011 162,759 

2012 214,736 

2013 233,514 

2014 274,347 

2015 376,612 

2016 541,104 

2017 350,217 

Source: Indecon analysis of Revenue data 

The following table, Table 8.5, shows the difference in the average amount raised by share 

issuances prior to the changes made to the scheme in October 2015 and after those changes 

were made. The average amount raised after the change, €358,277, was over twice as high as 

the average amount raised by share issuances prior to the October 13th changes. 

Table 8.5: Amounts Raised by Share Issuances Prior to Change in EII (13/10/2015) and since 
the Change in the EII 

  Prior to 13th October 2015 13th October 2015 onwards 

Amount Raised (€m) 205.2 185.9 

Number of share issuances 1,268 519 

Average amount raised (€) 161,849 358,277 

Source: Indecon analysis of Revenue data 

There is a difference between the amounts raised by companies prior to and after October 13th 

2015. Companies who raised EII funding from October 13th 2015 onwards raised on average 

€603,331 compared to the €348,966 raised by companies who raised EII funding prior to the 

changes, as can be seen in Table 8.6. 

Table 8.6: Amounts Raised by Companies Prior to Change in EII (13/10/2015) and since the 
Change in the EII 

  Prior to 13th October 2015 13th October 2015 onwards 

Average amount raised by a company (€) 348,966 603,331 

Source: Indecon analysis of Revenue data 
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8.5 Indecon’s Assessments of the Effect of GBER 

Indecon understands that the Department is in consultation with the European Commission 

concerning the compatibility of the EIIS with SURE.  In the Financial Bill 2017 amendments were 

made to the incentives on advice from the Attorney General to ensure the Scheme is compatible 

with the GBER. It appears to us that the EII previously permitted individuals who had a 

shareholding in the company to claim relief was not consistent with the GBER. This has now 

been amended.  

The most significant effect of GBER is that from an enterprise and investor perspective the need 

to comply with GBER conditions has made the EII Scheme much more challenging. The design of 

the Scheme to meet GBER requirements also has resulted in significant delays in approval, much 

greater uncertainty on eligibility and is also likely to lead to an increase in the number of 

applications which are deemed to be ineligible. The problem with meeting the new 

requirements as a result of GBER was a consistent theme of many of those who made 

submissions to the consultation process.  For example, the Irish Tax Institute indicated that 

“there is a tight and restrictive administrative process under GBER which is stifling the use of this 

important tax relief……The inclusion of the EII Scheme within GBER is now locking businesses out 

of the opportunity to raise much needed capital, as the GBER provisions are being applied 

retrospectively to business plans prepared before its introduction.” Another submission by a 

competitive financial firm noted that “the introduction of the General Block Exemption 

Regulations (GBER) in 2015 has had a significant negative impact on the types of businesses that 

are deemed Qualifying Companies and the ability of said companies to raise follow-on funding. 

In recent years we have experienced significant delays in the turnaround times from Revenue 

and this has created uncertainty with both our private clients and potential EII investee 

companies.” 

 

8.6 Summary of Key Findings 

 The European Commission, in 2014, outlined the aid to SMEs in the form of access to 
finance as one of the areas which may currently avail of state aid without notifying the 
European Commission under GBER regulations. 

 The general requirements for a scheme to be considered compatible with the GBER were 
related to ensuring that the aid met certain conditions as follows: 

o Serve a purpose of common interest; 

o Have a clear incentive effect (this is presumed to be the case for SMEs); 

o Is appropriate and proportionate; 

o Is granted in full transparency and subject to a control mechanism; 

o Is regularly evaluated; and 

o Does not adversely affect trading conditions. 

 On October 13th, 2015 changes were made to the EII for it to be brought in line with the 
EU Commission’s GBER on State Aid (2014). Restrictions were put in place on when a 
company can make its first or subsequent applications to the EII. Financial Resolution 4 in 
Budget 2016 stated that “a company that does not meet the requirements of paragraphs 
5 and 6 of Article 21 [outlined in Section 8.2 of this report] of Commission Regulation (EU) 
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No. 651/2014 of 17 June 2014’ shall not be a qualifying company.” Changes were also 
made to the limits investors and companies could raise through the EII and SURE. 

 The most significant effect of GBER is that from an enterprise and investor perspective 
the need to comply with GBER conditions has made the EII Scheme much more difficult. 
The design of the Scheme to meet GBER requirements also has resulted in significant 
delays in approval, much greater uncertainty on eligibility and is likely to lead to an 
increase in the number of applications which are deemed to be ineligible. The problem 
with meeting the new requirements as a result of GBER was a consistent theme of many 
of those who made submissions to the consultation process.   

 

 

9 Comparison of Incentives in Other Countries 

9.1 Introduction 

This section examines from an international perspective how EII and SURE compares with 

schemes in other countries. 

 

9.2 Overview of Incentives in Other Countries 

SME tax incentives are used extensively throughout the EU Member States. A summary figure of 

the variety of major income tax-based incentives for EU SMEs is presented in the following 

figure. As can be seen, these are separated into tax reliefs applied at the firm and at the 

shareholder level. At the firm level, incentive mechanisms that are applied to firms’ inputs 

include accelerated depreciation incentives50, investment allowances, and tax credits. Output-

based incentives include special tax rates or regimes as well as outright exemptions. At the 

shareholder level (for which the EII scheme is included) programmes such as general 

shareholder relief and venture capital incentives are included.  

                                                           
50 Accelerated Depreciation allows for higher expenses initially which will lower the level of taxable 

income for a firm.  
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Figure 9.1: Major Income Tax Incetives for SMEs in the EU (2015) 

 

Source: Bergner et al (2017)51 

 

In considering comparisons with Ireland, of particular relevance are the incentives in UK, 

Germany and France.  The main incentives are examined in more detail below. 

 

 

 

 

 

 

 

 

 

                                                           
51 Bergner, S., Bräutigam, R., Evers, M. and Spengel, C. (2017). The Use of SME Tax Incentives in the 

European Union. Centre for European Economic Research, Discussion Paper No. 17-006. Available at: 

http://ftp.zew.de/pub/zew-docs/dp/dp17006.pdf 
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Table 9.1: Comparison of International Schemes  

Scheme  UK EIS UK SEIS  UK VCT UK SITR 

FRANCE 

"Madelin tax 

reduction"  

GERMANY 

"INVEST" Venture 

Capital Grant  

Relief Rate 30% 

50% 

(Subject to 

max of 

£50,000) 

30% (Subject to 

max of £200,000) 

30% (Subject to 

max of £300,000) 
18% 

Grant of 20% of 

investment 

Company 

Investment 

Limit  

£5m annual, 

£12m 

lifetime 

limit  

£150k 

lifetime 

limit  

£12m lifetime 

limit  

£250,000 over 3 

years 

€50k 

pa(individuals) 

/  €100k pa 

(couples)  

€3m pa 

Investor 

Limit  
£1m pa £100k pa £200k pa £1m pa €278k* €500k pa 

Holding 

Period  
3 years 3 years 

Shares in 

approved VCTs for 

5 yrs; No min 

holding period for 

the investments 

of the VCT itself. 

3 years 5 years 3 years 

Eligible 

Companies  

Most 

Trading 

SME's  

Small 

companies 

<25 

employees 

+ <£200k in 

assets 

Small companies 

<250 FT 

employees + 

<£15m in assets 

before investment 

+  <£16m in assets 

after investment + 

carry on a 

qualifying trade  

Social 

Enterprises with 

<500 FT 

employees + 

<£15m in assets 

before 

investment and 

<£16m in assets 

after investment  

Most trading 

SME's with 

<250 

employees + 

turnover 

<€10m + young 

company 

(<7yrs) 

Small companies 

with <50 employees 

(FTE) + < 7 years s + 

Turnover < €10m 

Capital 

Gains 

Treatment  

Gain on 

disposal 

 exempt if 

held for 3 

years 

Gain on 

disposal 

exempt if 

held for 3 

years 

Gain on disposal 

exempted 

Full relief of 

capital gains 

generated on 

disposal of 

qualifying 

investments. 

Gain on 

disposal 

exempted 

Refund of Capital 

Gains Tax of 25% of 

profit. Capped at 

80% of investment 

amount 

Share Loss 

relief  
Allowed  Allowed None None None None 

Pre-

Approval 

Process 

Yes (Non-

binding 

advanced 

assurance 

programme) 

Yes (Non-

binding 

advanced  

assurance 

programme) 

Yes (Non-binding 

advanced 

assurance 

programme) 

Yes (Non-binding 

advanced 

assurance 

programme) 

None 

Company applies 

online to certify 

eligibility prior to 

grant issuance 

Source: Indecon, EU Commission, Federal Ministry for Economic Affairs and Energy (Germany), HMRC (UK) 

 *Estimated based on maximum relief €50k represented 18% of investment 

 

9.3 Incentives in the United Kingdom 

Given the importance of the UK as a competitor for foreign investment and an export market for 

foreign investment, a comparison with the UK is particularly important. The Enterprise 

Investment Scheme (EIS) in the UK has some similarities to the EII in Ireland. It is a tax relief 

incentive which allows qualifying companies a tax relief of up to 30% of the investment. There is 

a lifetime limit of £12 million, with an annual limit of £5 million. The EIS has an investor limit (£1 

million per annum). The UK Seed Enterprise Investment Scheme (SEIS) provides a relief of up to 

50% of the investment with the aim of aiding entrepreneur and supporting employment.   

Indecon also notes that there is also a Social Investment Tax Relief Scheme in the UK (SIRT) as 

well as a Venture Capital Trust Scheme.  
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The VCT Scheme was introduced in 1995 with the objective of encouraging individuals to invest 

indirectly in a range of unquoted smaller, higher-risk companies via a trust/fund. These trusts 

are operated similarly to investment trusts and are managed by fund managers. Investors in the 

funds subscribe for shares in a VCT which invests on their behalf.  

Under the VCT scheme Investors receive an upfront tax relief on their investment in the form of 

a reduction in their income tax liability up to 30% of the value of the investment, which is 

capped at a maximum value of £200,000. Dividend payments also receive income tax relief. 

Capital gains tax from the disposal of shares are exempt. The qualifying criteria for the VCT 

Scheme differs from the other UK-based incentive schemes as the investments must be placed 

through a HMRC-approved Venture Capital Trust, which manages the pooled investment capital.  

 

Seed Enterprise Investment Scheme (SEIS) 

The SEIS was introduced in 2011, alongside a restructuring of the Enterprise Investment Scheme 

and Venture Capital Trusts. The scheme has the objective of helping small, early stage 

companies raise finance through equity issuance with the ultimate goal of stimulating 

entrepreneurship and kick-starting the economy. 

The scope of the scheme includes upfront income tax relief of 50% of the invested amount. SEIS 

also includes loss relief as well as an exemption from capital gains tax on share disposal, 

provided they have been held for the minimum period of 3 years. In terms of scope, the SEIS 

conforms almost entirely with the EU Commissions views on best-practice.  

The qualifying criteria of the SEIS are wide-ranging and include: 

 Business age, size, and sector targeting: The company must have fewer than 25 
employees, gross assets of less than £200,000, and trading for less than two years. Some 
specific economic activities are excluded from the scheme, such as banking, insurance, 
lending, property development, etc.  

 Investor, related parties, cross-border targeting: Overseas investors are welcome and can 
include UK Residents and overseas natural persons, provided there are sufficient tax 
liabilities from which to offset any relief. Individual investors are also permitted to 
participate in the company provided they are a director of the firm.  

 Equity-based, size-limited and new investment targeting: The scheme is equity-based 
and is available only for newly issued shares. There is also maximum investment size limit 
of £100,000 p.a. per investor. Investee companies can receive up to a maximum of 
£150,000 in share capital. 

According to the latest HMRC data52, the income tax relief element of the SEIS is forecast to cost 

£105 million in 2017/18, while the corporate tax relief element is estimated to be £5 million.  On 

an aggregated basis, the scheme has risen steadily in cost since 2015.  

                                                           
52 HMRC Estimated costs of principal tax reliefs 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/675345/Dec_17_Main_Reliefs

_Final.pdf and HMRC Minor tax reliefs https://www.gov.uk/government/statistics/minor-tax-expenditures-and-structural-

reliefs  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/675345/Dec_17_Main_Reliefs_Final.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/675345/Dec_17_Main_Reliefs_Final.pdf
https://www.gov.uk/government/statistics/minor-tax-expenditures-and-structural-reliefs
https://www.gov.uk/government/statistics/minor-tax-expenditures-and-structural-reliefs
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Figure 9.2: Cost of Seed Enterprise Investment Scheme, 2013/14 – 2017/18 (f) 

 

Source: Indecon analysis of HMRC 

 

Enterprise Investment Scheme (EIS) 

The EIS is a well-established tax relief scheme operational in the United Kingdom since 1994. 

The objective of the scheme is to encourage investments in small unquoted companies. This 

Scheme was reformed in 2015 which introduced several new characteristics including a lifetime 

fund raising limit per company (£12 million) and a time-limit for firms’ first EIS investment (7 

years). 

The scope of the EIS is wider than that of the SEIS. Relief is available on investor’s income tax 

relief for up to 30% of the amount invested, up to a maximum of £300,000. Capital Gains Tax is 

also exempted provided income tax relief was granted on the investment. No relief is given for 

dividend payments. 

In terms of targeting, the EIS is available only to companies with gross assets below £15 million, 

less than 250 employees, active engagement of company capital, and without the intention of 

becoming a listed company at the time of investment. As with the SEIS, financial, property, and 

other industries are excluded. Cross border investors are welcomed provided they have 

sufficient tax liabilities in the UK, and individual investors can participate in the management of 

the company under certain provisos. 

Once eligibility status is granted by HMRC, investors can claim tax relief through PAYE or their 

annual tax returns. In terms of scheme costs, the figure overleaf presents the costs of the 

Scheme in terms of income and capital gains tax reliefs. HMRC also provides a non-statutory 

pre-screening programme (Advanced Assurance Programme) for companies to determine their 

potential eligibility for the Scheme prior to share issuance.   

Data on the costs of the EIS are presented in the next table. This shows that EIS has very 

significant tax costs for the UK Exchequer.  
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Figure 9.3: Cost of Enterprise Investment Scheme, 2013/14 – 2017/18 (f) 

 

Source: Indecon analysis of HMRC 

 

9.4 Incentives in Germany 

‘INVEST – Venture Capital Grant’ 

The INVEST Venture Capital Grant programme in Germany is grant-based rather than a tax-relief 

scheme but has similar objectives to EII. The incentives aims at addressed the lack of funding 

options for start-up enterprises operating in Germany. The programme is targeted at young-

innovative companies and has the objective of motivating active angel investors to invest more 

in German firms. INVEST has supported 3,705 investments since 2013, with an average value of 

€78,000. 

 

Table 9.2: INVEST Venture Capital Grant, Facts and Figures, 2013-Present 

Measure Value 

Total Venture Capital Investment Supported €288 million 

Number of Investments 3,705 

Average Venture Capital Investment €77,733 

Percent of Firms in ICT Sector 64% 

Source: Federal Ministry for Economic Affairs and Energy (Germany) 

 

The INVEST grant is equal to 20% of the investment amount and is paid upfront on the 

acquisition of the shares. There is also capital gains tax relief equal to 25% of the profit earned, 

which has a maximum cap. The qualifying criteria for the scheme is based on business age (7 

years or less) as well as size (less than 50 FTEs and €10 million balance sheet). The INVEST 

scheme is sectorally targeted to ‘innovative’ sectors, which are defined by the commercial 

register. The Investor can be an individual or an investment company. An investor has an 
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investment limit of €500,000 per annum, and a company has an investment limit of €3,000,000 

per annum. There is a minimum holding period of 3 years. 

The Centre for European Economic Research (ZEW) on behalf of the German Federal 

Government produced an evaluation of the INVEST scheme, which indicated that for the period 

2013-2015 the cost of the grant to the Government was €19.2 million.  

 

Table 9.3: INVEST Venture Capital Grant Cost, 2013-15 

Measure Total Grant Cost (2013-2015) Actual 

Grant Cost €19,200,000 

Total Investment €104,300,000 

Source: Indecon analysis of Centre for European Economic Research (ZEW) 

 

9.5 Incentives in France 

‘Madelin’ Tax Reductions 

The Madelin tax reductions have been in existence since 1994 in various forms. This tax 

reduction provides an upfront incentive for individuals investing in small and medium 

enterprises. Tax relief is granted on personal income taxes in the form of a tax credit, to the 

value of 18% of the investment.  

In order to qualify for the tax reduction, the investment must be in a business with 2-250 staff 

members, and a turnover/balance sheet amount of 10 million. Financial and real estate 

companies are excluded from the scheme. There is also business age targeting (<7 years) as part 

of the scheme. There are restrictions on who can invest in certain companies insofar as current 

shareholders cannot claim the incentive on new share issues. Shares have a minimum holding 

period of five years. 

 

9.6 Summary of Key Findings 

 In many key competitor countries including UK, Germany and France incentives to 
encourage enterprise investment ae in place.  

 Given the importance of the UK as a competitor for foreign investment and an export 
market for foreign investment, a comparison with the UK is particularly important. The 
Enterprise Investment Scheme (EIS) in the UK has some similarities to the EII in Ireland. It 
is a tax relief incentive which allows qualifying companies a tax relief of up to 30% of the 
investment. There is a lifetime company limit of £12 million, with an annual limit of £5 
million. The EIS has an investor limit (£1 million per annum). The UK Seed Enterprise 
Investment Scheme (SEIS) provides a relief of up to 50% of the investment with the aim 
of aiding entrepreneur and supporting employment.  

 Important differences between the UK and Irish schemes is the much higher levels of 
annual investment investor limits of £1m Sterling which apply in the UK compared to the 
EII limit of €150,000.  This impacts on the ability of more significant funding being 
provided by individual investors and is likely to increase the costs faced by enterprises 
raising funds. It may also discourage longer term professional investors. Ireland is also 
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disadvantaged in terms of the capital gains treatment both in terms of taxation on capital 
gains and on the use of capital losses.  Of note however is, that the 30% tax relief on 
investments in the UK is lower than Ireland for those enterprises who met the criteria for 
the final phase of the relief inherent in the Irish Scheme.  
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10  Recommendations 

10.1 Introduction  

Based on our analysis Indecon has outlined recommendations for significant change in the EII 

Scheme.  These are designed to enhance the efficiency and effectiveness of the incentives, to 

ensure they provide a platform for the effective operation of the reliefs to improve the cost 

effectiveness from an Exchequer perspective.  A summary of the recommendations is provided 

in the following table. These deal with recommendations for an alternative approach to the 

current certification procedure. Changes are also proposed for the investment thresholds for 

investors and other aspects of the relief. We include a recommendation to enhance risks 

requirements and to address the need to incentivise accurate information provided by 

companies. Recommended changes are proposed relating to interaction with other aspects of 

the tax code, namely, the treatment of capital gains and to incentivise support for higher risk 

sectors where capital constraints are likely to be more severe.  As well as continuing with a 

reformed EII Scheme Indecon recommends continuation of the SURE incentive. 

Table 10.1: Summary of Recommendations 

1. Tax relief should continue to be provided in order to facilitate funding for Irish based SMEs 

and Start-ups. 

2. An amended Enterprise Investment Scheme should involve a simplified application process 

based on a self-assessment with Revenue role confined to the eligibility of companies and to 

normal audit led supervision 

3. Confirmation that a company is eligible for relief should be final if information provided is 

correct and complete. 

4. Applications from companies to the Revenue Commissioners should be classified as Tax 

Returns. 

5. The requirement of tourism enterprises to have applications evaluated by Fáilte Ireland 

should be removed. 

6. EII scheme should prioritise attraction of risk capital in sectors with greatest levels of market 

failure. 

7. Restriction of non-connected parties should be eased for micro start-up enterprises.  

8. The annual investment limit should be increased for longer term EII investors and higher risk 

sectors and capital losses should be allowable for such investors. 

9. Eligibility for EII should include on explicit condition that investors face normal commercial 

risks as shareholders.  

10. Full Tax Relief should be provided in the year in which the investment is made and gains in the 

value of shares should be subject to capital gains rather than income tax. 

11. The definition of research and development should be amended to facilitate high tech start-

ups. 
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12. A simplified process involving less restrictive conditions should apply for start-ups who are 

raising limited investments. 

 

1. Tax relief should continue to be provided in order to facilitate funding for Irish based SMEs 

and Start-ups 

The expansion of SMEs and start ups is a critical element of enterprise strategy in Ireland and is 

required to ensure the sustained development of the Irish economy. Facilitating access to risk 

capital is important for SME’s and start-ups. Programmes such as EII and SURE if appropriately 

designed can be an effective mechanism to achieve this valid objective. Our analysis suggests 

that market failures exist in the provision of risk capital for start-up companies and that EII and 

SURE have a potentially important role in addressing these difficulties. This is particularly 

relevant in the context of Brexit related risks and we believe discontinuation of such schemes 

(which also exist in competitor countries), would not be appropriate. Enterprise Ireland 

indicated as part of this review that taxation policy retains an important role in supporting 

enterprise development in Ireland including in addressing market failures in funding and noted 

that it is a key factor in the overall competitiveness of Ireland as a place to do business.   

Indecon also considers alternative options to EII and SURE. 

The four main alternatives would be as follows: 

 Introduction of a new direct state seed funding initiative. Indecon does not believe this 
would be appropriate and the state has little or no experience as a direct investor in 
evaluating investment opportunities in start-ups and SMEs. 

 Expand joint state/venture capital funding initiatives. Enterprise Ireland is already active 
in this area but there is a challenge in directing joint private sector/state investment into 
early stage seed funding. 

 Expand range of grants available to micro enterprise, for example, through Local 
Enterprise Offices or Enterprise Ireland or Fáilte Ireland.  

 Develop a financial instrument whereby SMEs and start-ups secure partially guaranteed 
loan finance. This option would require very careful design and the involvement of private 
sector financial institutions. This however would restrict the range of enterprises which 
could be supported.  

 The most significant challenge with the above alternatives is that none of the options 
would have the benefit of increasing private sector investment in enterprise. 

Indecon recommends that the SURE Scheme continues and that the type of tax incentives 

provided by EII scheme are enhanced. Significant changes are recommended to EII in order to 

ensure that the scheme meets the requirements of enterprise development and is focused on 

areas of greatest market failure in order to maximise the return on scarce Exchequer resources.  
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2. An amended Enterprise Investment Scheme should involve a simplified application process 

based mainly on a self-assessment system with Revenue role confined to the eligibility of 

companies and to normal audit led supervision 

There are currently major difficulties with the operation of the Employment Investment 

Incentive Scheme and in Indecon’s judgement these mean that the current design of the EII is 

not fit for purpose. The difficulties with the scheme were identified by many organisations 

consulted as part of this review. For example, The Halo Business Angel Network (HBAN) 

indicated that “the current investment climate, and in particular the current Employment 

Investment Incentive Scheme (EIIS) presents a number of significant challenges to both investor 

and investee alike.”  Part of the problems which exists with EII relate to compliance with the 

GBER which imposes significant additional constraints on the eligibility of firms and the 

operation of the scheme. The complex approval processes are in contrast to the self-assessment 

approach for most tax reliefs in Ireland. The three stage process of pre-approval, certification 

and approval of the final amount not only involves certification that the company and its trade 

meets the conditions for eligibility but also involves checking that all of the conditions for each 

investor are met and that all shares are subscribed.  

The existing design and the resultant time lags involved acts as a significant barrier to enterprise 

investment. The evidence on the time lags between initial applications and approvals, suggests 

that while there are many reasons for these delays including incomplete or inaccurate 

information provided by companies, the impact is that these lags damage the attractiveness, 

effectiveness and reputation of the EII Scheme. Indecon therefore recommends a radical reform 

of the administration of the scheme. This proposed amended scheme would involve self-

assessment by taxpayers and their advisers that all investor quality conditions have been met 

including that the investors are not connected parties and that shares have been issued and 

paid for.   

Our recommendation is that under an amended scheme, Revenue approval should be restricted 

to confirming that the company is eligible for EII and to normal audit led supervision.  We had 

also considered the merits of complete self-assessment approach including for checking that 

companies were eligible but on balance our judgement is that this would not be appropriate 

and that confirmation of the eligibility of the company for the tax relief (as applies in the UK) has 

important advantages in terms of attracting investment and in addressing the imbalance in 

information between companies and investors.  

Under our proposal there will be a need for investors and their advisors to assess the risks in the 

companies and to ensure that all the investor related requirements for relief are met. Reflecting 

the changes in the Irish economy and the labour market there may also be a case to rename the 

scheme as the Enterprise Investment Scheme as a link with a requirement for small increases in 

employment is now longer appropriate.  
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3. Confirmation that a company is eligible for relief should be final if information provided is 

correct and complete 

Providing companies submit accurate and complete information to the Revenue Commissioners, 

and that there has been no changes to the facts and circumstances, then Revenue confirmation 

of the eligibility of the company for the relief should be final. There should therefore be only 

one stage in the approval process, although under normal self-assessment rules investors and 

their advisors should ensure that the investor is entitled to any reliefs. This inter alia requires 

ensuring share capital is paid up and the investor is not a connected party.   

The design of the amended scheme should involve an online application process that includes 

prompts to clarify areas of potential uncertainty. Links to Revenue guidance and steps to require 

confirmation of key information provided by the companies could be provided. This should 

facilitate accurate and fast processing of EII applications. This is important to address the 

imbalance of knowledge/control between company/investors although it remains critical that 

investors or their advisors undertake normal due diligence on the companies for which they are 

proposing to become shareholders. 

 

4. Application from companies to the Revenue Commissioners should be classified as Tax 

Returns 

A small legislative amendment which would classify submissions by companies for EII approval 

as representing a tax return should be introduced. This proposed change to deem that 

submission of information by the company as part of an application represents a tax return 

would mean that if incorrect returns are made this could expose the company to penalties and 

publication. This would enhance the integrity of information provided and encourage a greater 

level of care in making submissions. This would be of benefit to investors and to the reputation 

of the scheme, and would benefit compliant enterprises. 

 

5. The requirement of tourism enterprises to have applications evaluated by Fáilte Ireland 

should be removed 

Indecon has examined the additional application requirements on tourism enterprises which 

Fáilte Ireland undertakes on behalf of the Revenue Commissioners. We see no reason why the 

information requested is needed and believe this an unnecessary and an additional bureaucratic 

step which does not apply to other sectors. We therefore recommend that this element of the 

process should be removed. Indecon notes that Fáilte Ireland in their submission agreed that 

they should have no role in this scheme. The merits of abolishing this aspect of the scheme was 

highlighted by a leading fund manager who indicated that there was no commercial 

requirement for the requirement for Fáilte Ireland input and it created an unnecessary layer of 

bureaucracy. 
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6. EII scheme should prioritise attraction of risk capital in sectors with greatest levels of 

market failure 

Start up enterprises in certain areas such as internationally traded sectors face significant 

challenges in securing finance.  It is likely that market failure is greater for such firms and as a 

result the level of economic deadweight is much less than for other firms operating in lower risk 

sectors of the economy or where asset backed security is available.  An analysis of the sectors 

which benefitted from EII suggests that significant funds have been allocated to firms in areas 

which in our judgement may face lower risk and lower levels of market failure.  This is in 

contrast to the general eligibility criteria for enterprise supports provided by agencies such as 

Enterprise Ireland and IDA (Ireland).  Indecon accepts that there is a case for some supports for 

wider enterprise development and we therefore recommend that EII should continue to be 

available to support a wide range of sectors. The sectors which are eligible should, however, be 

reviewed and it is noted that certain trading activities are already excluded from the incentives.  

In order to provide capital to higher risk sectors a number of specific changes for enhanced 

incentives or greater flexibility for higher risk sectors are outlined in subsequent 

recommendations.  

 

7. The Restriction on Connected Parties should be eased for Micro Start-up Enterprises  

Under the Irish legislation connected parties are defined as including associates of persons in 

partnership in a company.  Such associates include a spouse or civil partner, ancestor, lineal 

decedent or siblings.  For micro firms these associates are likely to be one of the few sources for 

initial small scale capital. These micro start-up enterprises face particular challenges in 

attracting capital. Indecon recommends that associates should be permitted to invest up to an 

aggregate amount of €200,000 in the first 12 months of their establishment in micro enterprises 

employing less than 5 employees.   

 

8. The annual investment limit should be increased for longer term EII investors and for 

higher risk sectors and capital losses should be allowable for such investors 

Individual investors are restricted to a maximum investment of €150,000 in each tax year.  This 

impacts on the profile of investors and focusses investment on a larger number of smaller scale 

retail investors some of whom are possibly more focused on securing a tax break rather than 

becoming long term enterprises investors. Such small scale investors may see the EII as a 

scheme by which they are effectively lending funds to companies for a defined period in return 

for a tax break.  While Indecon understands the reasons for the investor limit and for other 

personal tax limits, such an approach is likely to significantly increase the costs for enterprises 

and reduces the potential to build a group of longer term investors which could enhance 

enterprise development.  As a result the cost/benefit ratio of the desired outcome in terms of 

support secured by enterprises compared to the tax costs is higher than would otherwise be the 

case. 

Indecon recommends that the annual investment limit is significantly increased for investors 

who invest shares for a period of 10 or more years, or who invest in shares that are not 

redeemable and have no company commitment to buy back the shares. The importance of 

longer term investment was raised by the Irish Venture Capital Association who noted that the 

current EIIS means that the investment is treated as a type of debt with the company making a 
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commitment to the investor to repay the investment at a capped upside after 4 years. The IVCA 

suggested that “feedback from investee companies is that this can be too short a turnaround 

period for the investee company to generate a return to the investor”.  Indecon recommends 

that instead of an annual limit for longer term investors or investment in higher risk sectors, an 

individual life time limit of tax relief under this scheme of between €500,000 and €2m should 

apply as part of a restriction of this relief for high earners. Indecon also recommends that for 

such investors who are focused on investing in the enterprise, any loss on an EII investment 

should be allowed for capital gains tax purposes. The capital gains treatment was highlighted by 

the Consultative Committee of Accountancy Bodies – Ireland who noted that the availability of 

tax relief on losses in the UK schemes was a very useful dimension which had made the UK 

EIS/SEIS investments more attractive for investors given the high risk nature of investments in 

start-ups. 

Enterprise Ireland in their submission highlighted the need to ensure that investments in 

productive activities are not disadvantaged versus investments in asset backed enterprises. 

They suggested that the review should examine whether additional incentives and greater 

scheme flexibility could be provided for such high risk knowledge intensive companies. Indecon 

would support the extension of enhanced incentives (higher investor limits and capital gains 

allowances for losses) for certain sectors which are likely to face greater market risks. Sectors 

which are likely to be subject to market risk and where constraints in securing funds are likely to 

apply include many of the high tech and knowledge intensive sectors who are exposed to 

international market competition. These include med tech, bio pharma, electronics and 

engineering, cleantech manufacturing, medical devices, pharmaceuticals, life sciences, 

consumer product manufacturing, food processing and international traded services. There may 

also be a case for permitting a higher level of tax allowances for investors in such sectors where 

capital constraints are more severe.  One option would be to restrict the tax allowance to 30% 

of the investment for short term investors in lower risk sectors which would align with the UK 

rate, but increase the relief to 45% of the investment as an allowance for investors in higher risk 

areas.  

 

9. Eligibility for EII should include explicit conditions that investors face normal commercial 

risks as shareholders. 

The current EII specifies that qualifying shares must not carry any preferential rights which are 

designed to ensure investors face normal commercial risks.  However in some cases 

mechanisms have been put in place in order to protect investors against loss.  Such mechanism 

could discourage investment in areas where capital constraints are most significant and where 

economic deadweight is lower. An anti-overdue mechanism should therefore be introduced to 

ensure that tax incentives are directed to areas of risk capital. 

 

 

 



 

 

156 
 

10. Full Tax Relief should be provided in the year in which the investment is made and gains in the 

value of shares should be subject to capital gains rather than income tax 

In order to avail of the full relief of the EII investment the company must submit a form for each 

share issue to demonstrate an increase in employment on R+D expenditures.  While Indecon 

understands the historical rationale for this additional phase, the requirements which trigger 

the additional relief are not in our judgement sufficient to justify this phased approach to the 

relief. We therefore recommend the abolition of the third phase on the process.  IBEC in their 

submission to Indecon noted that “the current system of split relief based on employment or 

R+D expenditure introduces a level of uncertainty for the investor over which they have very 

little control” and similar points were made by others as part of the consultation. Indecon 

recommends that full tax relief is provided in the year in which the investment is made.  

Indecon understands that under Section 130 of the Taxes Consolidation Act 1997 where a 

company acquires its own shares, any amount paid in excess of the original price is treated as a 

distribution and while there are some exemptions (TCA S177 (6)-(10)), this requires the shares 

are held for a minimum of five years. As noted by one of the submissions to the review this is 

causing problems for EIIS exits after four years. It is important to highlight that there is no 

legislative tax requirement to restrict exits to four years. 

Indecon recommends that capital gains secured on the subsequent sale of shares are treated as 

capital gains rather than the current approach to tax any such gains at income tax rates. This will 

incentivise genuine investors in enterprise and would remove a perceived competitive 

disadvantage compared to the UK. This change should not however apply to cases where a 

connected party is the investor.  Indecon are also supportive of the wider anti-avoidance 

restrictions to prevent capital gains tax applying to disguised profit distributions for Non EII 

investments.  

 

11.  The definition of research and development should be amended to facilitate high tech start-ups 

The definition of R+D in the EII legislation is based on the definition used to secure the 

significant R+D tax credit. This means in practice that many small start-ups involved in R+D and 

innovation may not be eligible for the relief in the early period of the company before trading 

has occurred. While exceptions are provided for companies who begin to trade within two years 

of issuing EII shares or who sell an intangible asset to another company to use in their trading 

activities many R+D firms could be excluded. Indecon recommends an amendment to the R+D 

definition to refer to expenditures on R+D or innovation activity. The definition of R+D+I should 

be aligned with the type of qualifying R+D+I definition used by the enterprise agencies in 

evaluating supports for research and development and innovation. 

 

12. A simplified process involving less restrictive conditions should apply for start-ups who are 

raising limited investments. 

To be consistent with Article 21 ‘Risk Finance Aid’, GBER detailed conditions must be met. 

However, for firms who are obtaining aid of up to €200,000 in any three year period, assistance 
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can be disregarded under “the de-minimum” rule. This point was raised by an EII investor who 

suggested to the consultation process that such investment should not have to meet the more 

onerous recent changes to the EII to meet GBER. Indecon supports this proposal and 

recommends a very simplified process should apply for such firms. This would assist Enterprise 

Ireland HPSU firms and other start-up firms to secure capital and would remove the need to 

meet certain of the more challenging conditions of GBER. This should also have the benefit of 

significantly reducing the overall time for approval of EII applications.  
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 Additional Background Data  

Coverage of EII Firms in Revenue Commissioner Analysis 

Year of 

Investment 

EII Qualifying 

Companies (QCs) 

Matched 

QCs 

% 

Matched 

EII Cost All QCs 

(€M) 

EII Cost Matched QCs 

(€M) 

2012 209 124 59.3% 16.4 10.6 

2013 245 160 65.3% 19.4 12.1 

2014 295 183 62.0% 23.6 15.1 

Source: Revenue Commissioner data prepared for Indecon 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 
met - however not all QCs have claimed the final 10/40s. 

 

 

Sectoral Breakdown of Companies who had EII Share Issuances in 2012 

Sector Number of Companies Percentage of Companies 

Information and 

Communication 
35 28.2% 

Manufacturing 24 19.4% 

Professional, Scientific and 

Technical Activities 
23 18.5% 

Financial and Insurance 

Activities, Administrative and 

Support Service Activities, 

Human Health and Social Work 

Activities, Arts, Entertainment 

and Recreation, and Other 

Service Activities 

12 9.7% 

Agriculture, Forestry and 

Fishing, Mining and Quarrying, 

Electricity, Gas, Steam and Air 

Conditioning Supply, and Water 

Supply, Sewerage, Waste 

Management and Remediation 

Activities 

10 8.1% 

Construction, Accommodation 

and Food Service Activities, and 

Real Estate Activities 

10 8.1% 

Wholesale and Retail Trade, and 

Repair of Motor Vehicles and 

Motorcycles 

10 8.1% 
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Total 124 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 

 

Sectoral Breakdown of Amount Invested and Tax Cost Among Companies who had EII Share 
Issuances in 2012 

Sector 

Number of 

Matched  

Qualifying 

Companies 

Amount 

Invested  

(€ Million) 

Tax Cost  

(€ Million) 

Tax Cost as 

% of 

Amount 

Invested 

Professional, Scientific and Technical Activities 23 4.74 1.76 37.2% 

Construction, Accommodation and Food Service 

Activities, and Real Estate Activities 
10 2.50 0.91 36.5% 

Manufacturing 24 5.59 2.03 36.3% 

Agriculture, Forestry and Fishing, Mining and 

Quarrying, Electricity, Gas, Steam and Air 

Conditioning Supply, and Water Supply, Sewerage, 

Waste Management and Remediation Activities 

10 4.67 1.66 35.6% 

Information and Communication 35 7.73 2.72 35.2% 

Financial and Insurance Activities, Administrative and 

Support Service Activities, Human Health and Social 

Work Activities, Arts, Entertainment and Recreation, 

and Other Service Activities 

12 3.93 1.38 35.1% 

Wholesale and Retail Trade, and Repair of Motor 

Vehicles and Motorcycles 
10 0.61 0.18 30.0% 

Total 124 29.76 10.64 35.8% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 
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Sectoral Breakdown of Amount Invested Among Companies who had EII Share Issuances in 
2012 

Sector 
Number of 

Companies 

Amount 

Invested  

(€ Million) 

Average Amount 

Invested (€ 000) 

Percentage of 

Amount Invested 

Information and Communication 35 7.73 220.8 26.0% 

Manufacturing 24 5.59 232.9 18.8% 

Professional, Scientific and Technical 

Activities 
23 4.74 206.1 15.9% 

Agriculture, Forestry and Fishing, 

Mining and Quarrying, Electricity, 

Gas, Steam and Air Conditioning 

Supply, and Water Supply, Sewerage, 

Waste Management and Remediation 

Activities 

10 4.67 467.3 15.7% 

Financial and Insurance Activities, 

Administrative and Support Service 

Activities, Human Health and Social 

Work Activities, Arts, Entertainment 

and Recreation, and Other Service 

Activities 

12 3.93 327.3 13.2% 

Construction, Accommodation and 

Food Service Activities, and Real 

Estate Activities 

10 2.50 249.5 8.4% 

Wholesale and Retail Trade, and 

Repair of Motor Vehicles and 

Motorcycles 

10 0.61 61.0 2.0% 

Total 124 29.76 240.0 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Tax Cost of EII Among Companies who had EII Share Issuances in 
2012 

Sector 
Number of 

Companies 

Tax Cost  

(€ Million) 

Average Tax 

Cost (€ 000) 

Percentage of 

Total Tax Cost 

Information and Communication 35 2.72 77.7 25.5% 

Manufacturing 24 2.03 84.5 19.1% 

Professional, Scientific and Technical 

Activities 
23 1.76 76.6 16.6% 

Agriculture, Forestry and Fishing, 

Mining and Quarrying, Electricity, Gas, 

Steam and Air Conditioning Supply, 

and Water Supply, Sewerage, Waste 

Management and Remediation 

Activities 

10 1.66 166.2 15.6% 

Financial and Insurance Activities, 

Administrative and Support Service 

Activities, Human Health and Social 

Work Activities, Arts, Entertainment 

and Recreation, and Other Service 

Activities 

12 1.38 114.7 12.9% 

Construction, Accommodation and 

Food Service Activities, and Real 

Estate Activities 

10 0.91 91.1 8.6% 

Wholesale and Retail Trade, and 

Repair of Motor Vehicles and 

Motorcycles 

10 0.18 18.3 1.7% 

Total 124 10.64 85.8 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 
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Sectoral Breakdown of Corporation Tax Among Companies who had EII Share Issuances in 
2012 (€ 000) 

Sector 
Number of 

Companies 

Corporation 

Tax due in 

2011 

Corporation 

Tax due in 

2012 

Corporation 

Tax due in 

2015 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

Construction, Accommodation 

and Food Service Activities, 

and Real Estate Activities 

10 13.3 72.6 39.9 26.6 

Agriculture, Forestry and 

Fishing, Mining and Quarrying, 

Electricity, Gas, Steam and Air 

Conditioning Supply, and 

Water Supply, Sewerage, 

Waste Management and 

Remediation Activities 

10 99.2 182.2 92.7 -6.5 

Wholesale and Retail Trade, 

and Repair of Motor Vehicles 

and Motorcycles 

10 -28.7 -36.8 -190.3 -161.6 

Manufacturing 24 -466.8 -746.8 -628.8 -162.0 

Financial and Insurance 

Activities, Administrative and 

Support Service Activities, 

Human Health and Social Work 

Activities, Arts, Entertainment 

and Recreation, and Other 

Service Activities 

12 -199.5 -157.8 -651.5 -452.0 

Professional, Scientific and 

Technical Activities 
23 -551.0 -484.9 -1054.4 -503.5 

Information and 

Communication 
35 -653.6 -1280.0 -2056.6 -1,403.0 

Total 124 -1787.03 -2,451.5 -4,449.1 -2,662.0 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sector 

Number of 

Matched  

Qualifying  

Companies 

Adjusted 

Profits in 

2011 

Adjusted 

Profits in 

2012 

Adjusted 

Profits in 

2015 

Difference Between Year 

Prior to Share Issue and 

Three Years After Share 

Issue 

Manufacturing 24 1.34 2.26 9.31 7.97 

Professional, Scientific 

and Technical Activities 
23 0.85 3.55 5.39 4.54 

Information and 

Communication 
35 0.83 1.37 4.06 3.24 

Agriculture, Forestry and 

Fishing, Mining and 

Quarrying, Electricity, 

Gas, Steam and Air 

Conditioning Supply, and 

Water Supply, Sewerage, 

Waste Management and 

Remediation Activities 

10 3.43 4.04 5.07 1.64 

Construction, 

Accommodation and 

Food Service Activities, 

and Real Estate Activities 

10 0.72 1.05 1.41 0.69 

Wholesale and Retail 

Trade, and Repair of 

Motor Vehicles and 

Motorcycles 

10 0.33 0.37 0.83 0.50 

Financial and Insurance 

Activities, Administrative 

and Support Service 

Activities, Human Health 

and Social Work 

Activities, Arts, 

Entertainment and 

Recreation, and Other 

Service Activities 

12 1.91 1.88 0.66 -1.25 

Total 124 9.42 14.51 26.73 17.32 

Source: Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of PREM in Companies who had EII Share Issuances in 2012 (€ Million) 

Sector 
Number of 

Companies 
PREM in 2011 PREM in 2012 PREM in 2015 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

Information and 

Communication 
35 4.69 5.73 9.28 4.58 

Manufacturing 24 3.69 4.27 7.52 3.83 

Professional, Scientific and 

Technical Activities 
23 1.60 2.28 4.52 2.92 

Financial and Insurance 

Activities, Administrative and 

Support Service Activities, 

Human Health and Social Work 

Activities, Arts, Entertainment 

and Recreation, and Other 

Service Activities 

12 2.35 2.67 3.62 1.27 

Agriculture, Forestry and 

Fishing, Mining and Quarrying, 

Electricity, Gas, Steam and Air 

Conditioning Supply, and 

Water Supply, Sewerage, 

Waste Management and 

Remediation Activities 

10 0.53 0.78 1.60 1.06 

Construction, Accommodation 

and Food Service Activities, 

and Real Estate Activities 

10 1.12 1.23 2.09 0.96 

Wholesale and Retail Trade, 

and Repair of Motor Vehicles 

and Motorcycles 

10 0.51 0.59 0.94 0.43 

Total 124 14.50 17.55 29.56 15.06 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Employees in Companies who had EII Share Issuances in 2012 

Sector 

Number 

of 

Matched  

Qualifying  

Companie

s 

Employee

s in 2011 

Employee

s in 2012 

Employee

s in 2015 

Difference 

Between Year Prior 

to Share Issue and 

Three Years After 

Share Issue 

Manufacturing 24 523 627 963 440 

Construction, Accommodation and 

Food Service Activities, and Real 

Estate Activities 

10 341 498 623 282 

Information and Communication 35 334 382 588 254 

Professional, Scientific and 

Technical Activities 
23 147 194 332 185 

Agriculture, Forestry and Fishing, 

Mining and Quarrying, Electricity, 

Gas, Steam and Air Conditioning 

Supply, and Water Supply, 

Sewerage, Waste Management and 

Remediation Activities 

10 180 223 363 183 

Financial and Insurance Activities, 

Administrative and Support Service 

Activities, Human Health and Social 

Work Activities, Arts, 

Entertainment and Recreation, and 

Other Service Activities 

12 247 281 364 117 

Wholesale and Retail Trade, and 

Repair of Motor Vehicles and 

Motorcycles 

10 119 134 174 55 

Total 124 1,891 2,339 3,407 1,516 

Source: Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 

 

Breakdown of Companies who had EII Share Issuances in 2012 by Size of Company 

No. of Employees Number of Companies Percentage of Companies 

0-10 65 52.4% 

11-20 17 13.7% 

21-30 12 9.7% 

31-50 14 11.3% 

>50 16 12.9% 

Total 124 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 



 

 

166 
 

 

Breakdown of Tax Cost of EII Among Companies who had EII Share Issuances in 2012 by Size 
of Company 

No. of Employees Tax Cost (€ Million) Percentage of Tax Cost 

0-10 3.95 37.1% 

11-20 1.43 13.5% 

21-30 1.20 11.3% 

31-50 2.24 21.1% 

>50 1.81 17.0% 

Total 10.64 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 

 

Breakdown of Corporation Tax Among Companies who had EII Share Issuances in 2012 by 
Size of Company (€ 000) 

No. of 

Employees 

Number of 

Companies 

Corporation 

Tax due in 2011 

Corporation 

Tax due in 

2012 

Corporation 

Tax due in 

2015 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

0-10 65 -609.7 -777.9 -933.9 -324.2 

11-20 17 -452.6 -500.2 -485.9 -33.2 

21-30 12 -256.9 -322.8 -869.9 -613.0 

31-50 14 -373.4 -971.2 -1,268.1 -894.7 

>50 16 -94.3 123.4 -891.3 -797.0 

Total 124 -1,787.0 -2,448.7 -4,449.1 -2,662.1 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Breakdown of PREM in Companies who had EII Share Issuances in 2012 by Size of Company 
(€ Million) 

No. of 

Employees 

Number of 

Companies 
PREM in 2011 PREM in 2012 PREM in 2015 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

0-10 65 2.03 2.70 3.26 1.23 

11-20 17 1.31 1.62 2.20 0.89 

21-30 12 1.40 1.79 3.56 2.16 

31-50 14 4.47 4.77 7.71 3.25 

>50 16 5.29 6.67 12.82 7.53 

Total 124 14.50 17.55 29.56 15.06 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). Total “PREM” amounts in the attached tables is inclusive of USC, PRSI & Income Tax, these data are sourced from 
Annual P35 returns filed by the EII Qualifying Companies (QCs). 

 

Breakdown of Adjusted Profits in Companies who had EII Share Issuances in 2012 by Size of 
Company (€ Million) 

No. of 

Employees 

Number of 

Companies 

Adjusted 

Profits in 2011 

Adjusted 

Profits in 

2012 

Adjusted 

Profits in 

2015 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

0-10 65 2.10 2.96 5.38 3.28 

11-20 17 1.01 0.74 2.77 1.75 

21-30 12 0.13 0.52 2.29 2.16 

31-50 14 1.79 1.73 4.28 2.49 

>50 16 4.39 8.57 12.02 7.63 

Total 124 9.42 14.51 26.73 17.32 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Companies who had EII Share Issuances in 2013 

Sector Number of Companies Percentage of Companies 

Information and 

Communication 
43 26.9% 

Manufacturing 34 21.3% 

Professional, Scientific and 

Technical Activities 
24 15.0% 

Administrative and Support 

Service Activities, Education, 

Human Health and Social Work 

Activities, Arts, Entertainment 

and Recreation, and Other 

Service Activities 

15 9.4% 

Agriculture, Forestry and 

Fishing, and Construction 
12 7.5% 

Wholesale and Retail Trade, 

and Repair of Motor Vehicles 

and Motorcycles 

11 6.9% 

Accommodation and Food 

Service Activities, and Financial 

and Insurance Activities 

11 6.9% 

Electricity, Gas, Steam and Air 

Conditioning Supply, Water 

Supply, Sewerage, Waste 

Management and Remediation 

Activities, and Transportation 

and Storage 

10 6.3% 

Total 160 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Amount Invested Among Companies who had EII Share Issuances in 
2013 

Sector 
Number of 

Companies 

Amount 

Invested  

(€ Million) 

Average 

Amount 

Invested (€ 

000) 

Percentage of 

Amount 

Invested 

Information and Communication 43 7.04 163.8 19.8% 

Professional, Scientific and 

Technical Activities 
24 6.62 275.8 18.6% 

Electricity, Gas, Steam and Air 

Conditioning Supply, Water 

Supply, Sewerage, Waste 

Management and Remediation 

Activities, and Transportation 

and Storage 

10 4.84 483.6 13.6% 

Manufacturing 34 4.63 136.3 13.1% 

Administrative and Support 

Service Activities, Education, 

Human Health and Social Work 

Activities, Arts, Entertainment 

and Recreation, and Other 

Service Activities 

15 3.64 242.5 10.2% 

Agriculture, Forestry and Fishing, 

and Construction 
12 3.45 287.3 9.7% 

Accommodation and Food 

Service Activities, and Financial 

and Insurance Activities 

11 3.13 284.9 8.8% 

Wholesale and Retail Trade, and 

Repair of Motor Vehicles and 

Motorcycles 

11 2.16 196.5 6.1% 

Total 160 35.51 222.0 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Tax Cost of EII Among Companies who had EII Share Issuances in 
2013 

Sector 
Number of 

Companies 

Tax Cost  

(€ Million) 

Average Tax 

Cost (€ 000) 

Percentage of 

Tax Cost 

Professional, Scientific and 

Technical Activities 
24 2.22 92.6 18.4% 

Information and Communication 43 2.21 51.3 18.3% 

Electricity, Gas, Steam and Air 

Conditioning Supply, Water 

Supply, Sewerage, Waste 

Management and Remediation 

Activities, and Transportation 

and Storage 

10 1.71 171.1 14.2% 

Manufacturing 34 1.58 46.4 13.1% 

Agriculture, Forestry and Fishing, 

and Construction 
12 1.29 107.2 10.7% 

Administrative and Support 

Service Activities, Education, 

Human Health and Social Work 

Activities, Arts, Entertainment 

and Recreation, and Other 

Service Activities 

15 1.21 80.7 10.0% 

Accommodation and Food 

Service Activities, and Financial 

and Insurance Activities 

11 1.06 96.6 8.8% 

Wholesale and Retail Trade, and 

Repair of Motor Vehicles and 

Motorcycles 

11 0.79 72.2 6.6% 

Total 160 12.07 75.4 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 
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Sectoral Breakdown of Amount Invested and Tax Cost Among Companies who had EII Share 
Issuances in 2013 

Sector 

Number of 

Matched  

Qualifying 

Companies 

Amount 

Invested  

(€ Million) 

Tax Cost  

(€ Million) 

Tax Cost as 

% of 

Amount 

Invested 

Agriculture, Forestry and Fishing, and 

Construction 
12 3.45 1.29 37.3% 

Wholesale and Retail Trade, and Repair of Motor 

Vehicles and Motorcycles 
11 2.16 0.79 36.7% 

Electricity, Gas, Steam and Air Conditioning 

Supply, Water Supply, Sewerage, Waste 

Management and Remediation Activities, and 

Transportation and Storage 

10 4.84 1.71 35.4% 

Manufacturing 34 4.63 1.58 34.0% 

Accommodation and Food Service Activities, and 

Financial and Insurance Activities 
11 3.13 1.06 33.9% 

Professional, Scientific and Technical Activities 24 6.62 2.22 33.6% 

Administrative and Support Service Activities, 

Education, Human Health and Social Work 

Activities, Arts, Entertainment and Recreation, 

and Other Service Activities 

15 3.64 1.21 33.3% 

Information and Communication 43 7.04 2.21 31.3% 

Total 160 35.51 12.07 34.0% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 
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Sectoral Breakdown of Corporation Tax Among Companies who had EII Share Issuances in 
2013 (€ 000) 

Sector 
Number of 

Companies 

Corporation 

Tax due in 

2012 

Corporation 

Tax due in 

2013 

Corporation 

Tax due in 

2016 

Difference 

Between 

Year Prior to 

Share Issue 

and Three 

Years After 

Share Issue 

Administrative and Support 

Service Activities, Education, 

Human Health and Social Work 

Activities, Arts, Entertainment 

and Recreation, and Other 

Service Activities 

15 -97.2 14.5 773.2 870.5 

Agriculture, Forestry and 

Fishing, and Construction 
12 72.8 98.6 476.4 403.6 

Electricity, Gas, Steam and Air 

Conditioning Supply, Water 

Supply, Sewerage, Waste 

Management and Remediation 

Activities, and Transportation 

and Storage 

10 -92.1 58.4 178.9 271.0 

Wholesale and Retail Trade, 

and Repair of Motor Vehicles 

and Motorcycles 

11 1.3 31.2 -5.0 -6.3 

Accommodation and Food 

Service Activities, and Financial 

and Insurance Activities 

11 -20.9 -7.0 -102.7 -81.8 

Manufacturing 34 -752.2 156.4 -912.7 -160.5 

Professional, Scientific and 

Technical Activities 
24 -363.6 11.0 -868.5 -504.9 

Information and 

Communication 
43 -1,160.0 -181.7 -2,692.6 -1,532.6 

Total 160 -2,411.9 181.4 -3,152.8 -740.9 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Adjusted Profits in Companies who had EII Share Issuances in 2013 
(€ Million) 

Sector 

Number of 

Matched  

Qualifying  

Companies 

Adjusted 

Profits in 

2012 

Adjusted 

Profits in 

2013 

Adjusted 

Profits in 

2016 

Difference Between Year 

Prior to Share Issue and 

Three Years After Share 

Issue 

Agriculture, Forestry and 

Fishing, and Construction 
12 1.46 1.82 7.28 5.81 

Manufacturing 34 1.96 2.98 5.77 3.81 

Information and 

Communication 
43 0.44 0.49 2.38 1.94 

Administrative and 

Support Service 

Activities, Education, 

Human Health and Social 

Work Activities, Arts, 

Entertainment and 

Recreation, and Other 

Service Activities 

15 1.72 2.39 3.49 1.77 

Accommodation and 

Food Service Activities, 

and Financial and 

Insurance Activities 

11 0.79 0.21 1.01 0.23 

Professional, Scientific 

and Technical Activities 
24 0.28 0.18 0.49 0.21 

Wholesale and Retail 

Trade, and Repair of 

Motor Vehicles and 

Motorcycles 

11 0.65 0.42 0.78 0.13 

Electricity, Gas, Steam 

and Air Conditioning 

Supply, Water Supply, 

Sewerage, Waste 

Management and 

Remediation Activities, 

and Transportation and 

Storage 

10 2.40 2.20 1.80 -0.60 

Total 160 9.70 10.69 23.00 13.30 

Source: Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of PREM in Companies who had EII Share Issuances in 2013 (€ Million) 

Sector 
Number of 

Companies 
PREM in 2012 PREM in 2013 PREM in 2016 

Difference 

Between 

Year Prior to 

Share Issue 

and Three 

Years After 

Share Issue 

Information and 

Communication 
43 3.88 4.83 11.17 7.29 

Manufacturing 34 3.50 4.29 6.94 3.44 

Agriculture, Forestry and 

Fishing, and Construction 
12 1.24 1.65 3.01 1.77 

Administrative and Support 

Service Activities, Education, 

Human Health and Social Work 

Activities, Arts, Entertainment 

and Recreation, and Other 

Service Activities 

15 1.92 2.61 3.67 1.75 

Professional, Scientific and 

Technical Activities 
24 1.15 1.42 2.84 1.69 

Electricity, Gas, Steam and Air 

Conditioning Supply, Water 

Supply, Sewerage, Waste 

Management and Remediation 

Activities, and Transportation 

and Storage 

10 0.29 0.61 1.10 0.81 

Wholesale and Retail Trade, 

and Repair of Motor Vehicles 

and Motorcycles 

11 0.38 0.56 0.99 0.61 

Accommodation and Food 

Service Activities, and Financial 

and Insurance Activities 

11 0.63 0.64 1.11 0.48 

Total 149 12.36 15.98 29.72 17.35 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Employees in Companies who had EII Share Issuances in 2013 

Sector 

Number of 

Matched  

Qualifying  

Companies 

Employee

s in 2012 

Employee

s in 2013 

Employee

s in 2016 

Difference Between Year 

Prior to Share Issue and 

Three Years After Share 

Issue 

Manufacturing 34 479 585 889 410 

Information and 

Communication 
43 261 351 612 351 

Administrative and Support 

Service Activities, Education, 

Human Health and Social 

Work Activities, Arts, 

Entertainment and 

Recreation, and Other 

Service Activities 

15 408 402 649 241 

Agriculture, Forestry and 

Fishing, and Construction 
12 350 462 576 226 

Accommodation and Food 

Service Activities, and 

Financial and Insurance 

Activities 

11 238 284 402 164 

Professional, Scientific and 

Technical Activities 
24 120 182 255 135 

Wholesale and Retail Trade, 

and Repair of Motor 

Vehicles and Motorcycles 

11 141 193 252 111 

Electricity, Gas, Steam and 

Air Conditioning Supply, 

Water Supply, Sewerage, 

Waste Management and 

Remediation Activities, and 

Transportation and Storage 

10 24 34 100 76 

Total 160 2,021 2,493 3,735 1,714 

Source: Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Breakdown of Companies who had EII Share Issuances in 2013 by Size of Company 

No. of Employees Number of Companies Percentage of Companies 

0-10 82 51.3% 

11-20 33 20.6% 

21-50 26 16.3% 

>50 19 11.9% 

Total 160 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 

 

Breakdown of Tax Cost of EII Among Companies who had EII Share Issuances in 2013 by Size 
of Company 

No. of Employees Tax Cost (€ Million) Percentage of Tax Cost 

0-10 5.6 46.0% 

11-20 2.3 18.9% 

21-50 2.3 18.9% 

>50 2.0 16.2% 

Total 12.07 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 
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Breakdown of Tax Cost of EII Among Companies who had EII Share Issuances in 2013 by 
Number of Employees 

No. of Employees 
Number of Matched  

Qualifying Companies 
Tax Cost (€ Million) Percentage of Tax Cost 

0-10 82 5.55 46.0% 

11-20 33 2.28 18.9% 

21-50 26 2.28 18.9% 

>50 19 1.96 16.2% 

Total 160 12.07 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 

 

Breakdown of Corporation Tax Among Companies who had EII Share Issuances in 2013 by 
Size of Company (€ 000) 

No. of 

Employees 

Number of 

Companies 

Corporation 

Tax due in 2012 

Corporation 

Tax due in 

2013 

Corporation 

Tax due in 

2016 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

0-10 82 -599.7 71.8 4.1 603.8 

11-20 33 -306.2 27.3 -899.4 -593.2 

21-50 26 -1,207.0 -50.7 -1,927.6 -720.6 

>50 19 -296.9 133.0 -329.9 -33.0 

Total 160 -2409.84 181.4 -3,152.8 -743.0 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Breakdown of PREM in Companies who had EII Share Issuances in 2013 by Size of Company 
(€ Million) 

No. of 

Employees 

Number of 

Companies 
PREM in 2012 PREM in 2013 PREM in 2016 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

0-10 82 2.23 2.98 3.88 1.65 

11-20 33 1.52 2.24 4.77 3.25 

21-50 26 4.50 5.64 10.77 6.27 

>50 19 4.75 5.76 11.41 6.66 

Total 160 13.00 16.61 30.83 17.83 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). Total “PREM” amounts in the attached tables is inclusive of USC, PRSI & Income Tax, these data are sourced from 
Annual P35 returns filed by the EII Qualifying Companies (QCs). 

 

 

 

Breakdown of Adjusted Profits in Companies who had EII Share Issuances in 2013 by Size of 
Company (€ Million) 

No. of 

Employees 

Number of 

Companies 

Adjusted 

Profits in 2012 

Adjusted 

Profits in 

2013 

Adjusted 

Profits in 

2016 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

0-10 82 2.84 3.08 4.10 1.25 

11-20 33 0.57 0.72 4.64 4.07 

21-50 26 1.92 2.00 6.80 4.88 

>50 19 4.37 4.89 7.46 3.09 

Total 160 9.70 10.69 23.00 13.30 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Companies who had EII Share Issuances in 2014 

Sector Number of Companies Percentage of Companies 

Information and 

Communication 
44 24.0% 

Professional, Scientific and 

Technical Activities 
34 18.6% 

Manufacturing 31 16.9% 

Wholesale and Retail Trade, and 

Repair of Motor Vehicles and 

Motorcycles 

23 12.6% 

Electricity, Gas, Steam and Air 

Conditioning Supply, 

Construction, and 

Transportation and Storage 

11 6.0% 

Agriculture, Forestry and 

Fishing, and Water Supply, 

Sewerage, Waste Management 

and Remediation Activities 

10 5.5% 

Accommodation and Food 

Service Activities, and Arts, 

Entertainment and Recreation 

10 5.5% 

Financial and Insurance 

Activities, Real Estate Activities, 

Education, and Other Service 

Activities 

10 5.5% 

Administrative and Support 

Service Activities, and Human 

Health and Social Work 

Activities 

10 5.5% 

Total 183 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Amount Invested Among Companies who had EII Share Issuances in 
2014 

Sector 
Number of 

Companies 

Amount 

Invested (€ 

Million) 

Average 

Amount 

Invested (€ 

000) 

Percentage of 

Amount 

Invested 

Professional, Scientific and 

Technical Activities 
34 10.52 309.3 21.1% 

Manufacturing 31 8.09 261.1 16.2% 

Information and Communication 44 6.70 152.2 13.4% 

Electricity, Gas, Steam and Air 

Conditioning Supply, 

Construction, and 

Transportation and Storage 

11 5.16 468.8 10.3% 

Wholesale and Retail Trade, and 

Repair of Motor Vehicles and 

Motorcycles 

23 5.07 220.4 10.2% 

Administrative and Support 

Service Activities, and Human 

Health and Social Work Activities 

10 4.74 474.0 9.5% 

Accommodation and Food 

Service Activities, and Arts, 

Entertainment and Recreation 

10 3.71 371.1 7.4% 

Financial and Insurance 

Activities, Real Estate Activities, 

Education, and Other Service 

Activities 

10 3.68 367.7 7.4% 

Agriculture, Forestry and Fishing, 

and Water Supply, Sewerage, 

Waste Management and 

Remediation Activities 

10 2.20 220.0 4.4% 

Total 183 49.86 272.5 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Tax Cost of EII Among Companies who had EII Share Issuances in 
2014 

Sector 
Number of 

Companies 

Tax Cost (€ 

Million) 

Average Tax 

Cost (€ 000) 

Percentage 

of Tax Cost 

Professional, Scientific and Technical 

Activities 
34 3.21 94.6 21.3% 

Manufacturing 31 2.43 78.3 16.1% 

Information and Communication 44 2.01 45.7 13.3% 

Wholesale and Retail Trade, and Repair 

of Motor Vehicles and Motorcycles 
23 1.63 70.8 10.8% 

Electricity, Gas, Steam and Air 

Conditioning Supply, Construction, and 

Transportation and Storage 

11 1.55 140.6 10.2% 

Administrative and Support Service 

Activities, and Human Health and 

Social Work Activities 

10 1.42 142.2 9.4% 

Accommodation and Food Service 

Activities, and Arts, Entertainment and 

Recreation 

10 1.11 111.3 7.4% 

Financial and Insurance Activities, Real 

Estate Activities, Education, and Other 

Service Activities 

10 1.10 110.3 7.3% 

Agriculture, Forestry and Fishing, and 

Water Supply, Sewerage, Waste 

Management and Remediation 

Activities 

10 0.66 66.0 4.4% 

Total 183 15.12 82.6 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Amount Invested and Tax Cost Among Companies who had EII Share 
Issuances in 2014 

Sector 

Number of 

Matched  

Qualifying 

Companies 

Amount 

Invested  

(€ Million) 

Tax Cost  

(€ Million) 

Tax Cost as 

% of Amount 

Invested 

Wholesale and Retail Trade, and Repair of Motor 

Vehicles and Motorcycles 
23 5.07 1.63 32.1% 

Professional, Scientific and Technical Activities 34 10.52 3.21 30.6% 

Accommodation and Food Service Activities, and Arts, 

Entertainment and Recreation 
10 3.71 1.11 30.0% 

Electricity, Gas, Steam and Air Conditioning Supply, 

Construction, and Transportation and Storage 
11 5.16 1.55 30.0% 

Agriculture, Forestry and Fishing, and Water Supply, 

Sewerage, Waste Management and Remediation 

Activities 

10 2.20 0.66 30.0% 

Administrative and Support Service Activities, and 

Human Health and Social Work Activities 
10 4.74 1.42 30.0% 

Manufacturing 31 8.09 2.43 30.0% 

Financial and Insurance Activities, Real Estate Activities, 

Education, and Other Service Activities 
10 3.68 1.10 30.0% 

Information and Communication 44 6.70 2.01 30.0% 

Total 183 49.86 15.12 30.3% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 
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Sectoral Breakdown of Corporation Tax Among Companies who had EII Share Issuances in 
2014 (€ 000) 

Sector 
Number of 

Companies 

Corporation 

Tax due in 

2013 

Corporation 

Tax due in 

2014 

Corporation 

Tax due in 

2017 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

Administrative and Support 

Service Activities, and Human 

Health and Social Work 

Activities 

10 34.0 116.8 1,115.1 1,081.1 

Wholesale and Retail Trade, 

and Repair of Motor Vehicles 

and Motorcycles 

23 175.4 204.0 351.7 176.4 

Accommodation and Food 

Service Activities, and Arts, 

Entertainment and Recreation 

10 -22.2 26.3 120.1 142.3 

Electricity, Gas, Steam and Air 

Conditioning Supply, 

Construction, and 

Transportation and Storage 

11 27.7 33.9 164.0 136.3 

Information and 

Communication 
44 -46.2 -45.7 34.2 80.4 

Manufacturing 31 86.4 122.8 88.7 2.3 

Professional, Scientific and 

Technical Activities 
34 11.0 61.2 9.4 -1.6 

Agriculture, Forestry and 

Fishing, and Water Supply, 

Sewerage, Waste Management 

and Remediation Activities 

10 31.3 19.0 19.5 -11.8 

Financial and Insurance 

Activities, Real Estate 

Activities, Education, and 

Other Service Activities 

10 -6.6 -2.9 -19.9 -13.3 

Total 183 290.8 535.5 1,882.8 1,592.0 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of Adjusted Profits in Companies who had EII Share Issuances in 2014 
(€ Million) 

Sector 

Number 

of 

Matched  

Qualifying  

Companie

s 

Adjusted 

Profits in 

2013 

Adjusted 

Profits in 

2014 

Adjusted 

Profits in 

2017 

Difference Between Year 

Prior to Share Issue and 

Three Years After Share 

Issue 

Manufacturing 31 1.80 1.95 5.35 3.55 

Accommodation and Food 

Service Activities, and 

Arts, Entertainment and 

Recreation 

10 0.08 0.31 1.58 1.50 

Wholesale and Retail 

Trade, and Repair of 

Motor Vehicles and 

Motorcycles 

23 1.76 2.04 3.16 1.41 

Information and 

Communication 
44 0.55 0.52 1.95 1.40 

Electricity, Gas, Steam and 

Air Conditioning Supply, 

Construction, and 

Transportation and 

Storage 

11 1.67 2.17 2.96 1.29 

Administrative and 

Support Service Activities, 

and Human Health and 

Social Work Activities 

10 2.69 4.04 3.89 1.20 

Professional, Scientific 

and Technical Activities 
34 0.17 0.36 1.28 1.11 

Agriculture, Forestry and 

Fishing, and Water Supply, 

Sewerage, Waste 

Management and 

Remediation Activities 

10 0.44 0.67 0.76 0.32 

Financial and Insurance 

Activities, Real Estate 

Activities, Education, and 

Other Service Activities 

10 - 0.10 0.00 - 

Total 183 9.16 12.15 20.94 11.78 

Source: Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Sectoral Breakdown of PREM in Companies who had EII Share Issuances in 2014 (€ Million) 

Sector 
Number of 

Companies 
PREM in 2013 PREM in 2014 PREM in 2017 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

Information and 

Communication 
44 3.89 5.67 7.97 4.08 

Manufacturing 31 2.33 3.06 5.37 3.03 

Professional, Scientific and 

Technical Activities 
34 2.33 3.51 4.80 2.48 

Administrative and Support 

Service Activities, and Human 

Health and Social Work 

Activities 

10 1.71 2.00 2.84 1.14 

Accommodation and Food 

Service Activities, and Arts, 

Entertainment and Recreation 

10 0.82 1.15 1.79 0.97 

Wholesale and Retail Trade, 

and Repair of Motor Vehicles 

and Motorcycles 

23 1.12 1.41 2.05 0.94 

Electricity, Gas, Steam and Air 

Conditioning Supply, 

Construction, and 

Transportation and Storage 

11 0.36 0.53 0.82 0.45 

Financial and Insurance 

Activities, Real Estate 

Activities, Education, and 

Other Service Activities 

10 0.27 0.25 0.38 0.11 

Agriculture, Forestry and 

Fishing, and Water Supply, 

Sewerage, Waste Management 

and Remediation Activities 

10 0.89 1.07 0.93 0.04 

Total 183 13.73 18.64 26.96 13.22 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Breakdown of Companies who had EII Share Issuances in 2014 by Size of Company 

No. of Employees Number of Companies Percentage of Companies 

0-10 107 58.5% 

11-20 36 19.7% 

21-30 12 6.6% 

31-50 14 7.7% 

>50 14 7.7% 

Total 183 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 

 

 

 

Breakdown of Tax Cost of EII Among Companies who had EII Share Issuances in 2014 by Size 
of Company 

No. of Employees Tax Cost (€ Million) Percentage of Tax Cost 

0-10 6.9 45.6% 

11-20 3.1 20.4% 

21-30 1.8 11.7% 

31-50 1.6 10.4% 

>50 1.8 11.9% 

Total 15.12 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Breakdown of Tax Cost of EII Among Companies who had EII Share Issuances in 2014 by 
Number of Employees 

No. of Employees 
Number of Matched  

Qualifying Companies 
Tax Cost (€ Million) Percentage of Tax Cost 

0-10 107 6.89 45.6% 

11-20 36 3.08 20.4% 

21-30 12 1.78 11.7% 

31-50 14 1.57 10.4% 

>50 14 1.81 11.9% 

Total 183 15.12 100% 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). All the EII Cost amounts are inclusive of both the Initial relief (30/40) the further ten fortieths (10/40) of the EII 
investment which is available in the fourth year after the EII scheme investment was made providing that certain conditions are 

met - however not all QCs have claimed the final 10/40s. 

 

 

 

Breakdown of Corporation Tax Among Companies who had EII Share Issuances in 2014 by 
Size of Company (€ 000) 

No. of 

Employees 

Number of 

Companies 

Corporation 

Tax due in 2013 

Corporation 

Tax due in 

2014 

Corporation 

Tax due in 

2017 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

0-10 107 124.4 162.4 1,245.4 1,121.0 

11-20 36 11.9 31.9 180.0 168.1 

21-30 12 34.2 25.9 100.7 66.4 

31-50 14 10.1 97.4 95.9 85.8 

>50 14 110.1 217.8 265.8 155.7 

Total 183 290.79 535.5 1,887.8 1,597.1 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Breakdown of PREM in Companies who had EII Share Issuances in 2014 by Size of Company 
(€ Million) 

No. of 

Employees 

Number of 

Companies 
PREM in 2013 PREM in 2014 PREM in 2017 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

0-10 107 3.08 4.05 4.34 1.26 

11-20 36 2.47 3.55 5.48 3.01 

21-30 12 0.99 1.28 2.63 1.64 

31-50 14 3.51 4.55 5.97 2.46 

>50 14 3.68 5.20 8.53 4.86 

Total 183 13.73 18.64 26.96 13.22 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). Total “PREM” amounts in the attached tables is inclusive of USC, PRSI & Income Tax, these data are sourced from 
Annual P35 returns filed by the EII Qualifying Companies (QCs). 

 

 

Breakdown of Adjusted Profits in Companies who had EII Share Issuances in 2014 by Size of 
Company (€ Million) 

No. of 

Employees 

Number of 

Companies 

Adjusted 

Profits in 2013 

Adjusted 

Profits in 

2014 

Adjusted 

Profits in 

2017 

Difference 

Between Year 

Prior to Share 

Issue and 

Three Years 

After Share 

Issue 

0-10 107 2.74 3.36 5.42 2.68 

11-20 36 0.71 1.28 5.24 4.53 

21-30 12 0.47 0.50 3.55 3.08 

31-50 14 1.96 2.27 2.33 0.38 

>50 14 3.28 4.74 4.40 1.12 

Total 183 9.16 12.15 20.94 11.78 

Source: Revenue Commissioner data prepared for Indecon and Indecon analysis of Revenue Commissioner data 
Note: The number of matched Qualifying Companies represent only those companies that have filed CT1 return that is captured 
on our data extract in the year before the EII investment (Y-1) AND the year of the investment (Y1) AND three years after the first 
investment (Y4). 
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Review III: Review of the Application of 
Stamp Duty to the Stocks and 
Marketable Securities of Irish 
Incorporated Companies  

 

Preface: 

The report ‘Getting Ireland Brexit Ready’ which was published in October 2016 in conjunction 
with Budget 2017, committed the Department of Finance to conduct a review of stamp duty on 
share transactions in 2017.  

Following from this, the Department of Finance launched a review and associated public 
consultation under the title ‘Review of the Application of Stamp Duty to Stocks and Marketable 
Securities of Irish Incorporated Companies’ in September 2017.  

This report, which summarises the outcome of the public consultation, and outlines a number of 
options which could be pursued in this matter, represents the next step in the review process.  
 
An issue pertaining to the collection of this stamp duty post-Brexit has also arisen, and is also set 
out in this report.  
 

1. Introduction and Summary 

The objective of the this review and the associated public consultation, ‘Review of the Application 
of Stamp Duty to Stocks and Marketable Securities of Irish Incorporated Companies’53 is to 
examine the rationale for retaining stamp duty on share transactions in its current form in the 
context of a changing financial and economic environment. Any changes that might be introduced 
in this area would be designed to encourage the development of businesses listed on the Main 
Securities Market of the Irish Stock Exchange. In approaching this question, the potential impact 
that any such change may have on the Irish economy has also been borne in mind.  

 
As well as the main issues arising under the review, this Report outlines the background to, and 
form of, the public consultation and then summarises the main points put forward in the 
responses received to it. It then goes on to set out and consider a number of options that might 
be pursued in this area, and on which the Department of Finance will continue to work in the run 
up to Budget 2019 and Finance Bill 2018. 
 

                                                           
53 http://www.finance.gov.ie/wp-content/uploads/2017/09/Stamp-Duty-Shares-Public-Consultation-.pdf 
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As the purpose of the review/public consultation is to inform the Department as to possible 
options for addressing what is perceived by some as an outdated and damaging tax, it should be 
clearly understood that no decision has yet been taken as to what changes, if any, might be 
considered for, or introduced to, this particular Stamp Duty either this year or at a later date.    

This Report sets out: 

 the background to this public consultation exercise; 

 the matters covered by it; 

 a summary of the contents of the 12 responses received to it;  

 the related issue of the lack of a central securities depository in Ireland; and, 

 a number of possible courses of action for retaining or amending the stamp duty. 

While this report sets out three possible courses of action to address the matters encompassed 
by this review and its associated public consultation, no firm recommendations as to a particular 
course of action are made.   The information herein will however contribute to the considerations 
of the Minister for Finance in the run up to Budget 2019 and Finance Bill 2018. 

2. Background to and matters covered by the Review 

and Public Consultation exercise 

The objective of the public consultation was to seek an external viewpoint on the arguments for 
and against the retention of the current stamp duty regime on share transactions. This regime 
means that the transfer of stocks or marketable securities of an Irish incorporated company is 
liable to Stamp Duty at a rate of 1%.  
 
Concerns were raised about the level of and sustainability of Stamp Duty revenues in the context 
of engagement with the Irish Stock Exchange (ISE) on the rate of Stamp Duty as set out in its pre-
Budget 2017 submission.  
 
The then Minister for Finance agreed that a review should be carried out in 2017 of the application 
of Stamp Duty to stocks or marketable securities of Irish incorporated companies and the wording 
below was duly included in the 'Getting Ireland Brexit Ready' 54 document published on Budget 
Day (11th October 2016).   
 
"The transfer of stocks or marketable securities of an Irish incorporated company is liable to Irish 
stamp duty at a rate of 1 percent. It is proposed to carry out a review in 2017 of the application of 
stamp duty to stocks or marketable securities of an Irish incorporated company in the context of 
the sustainability of the stamp duty yield and the future UK relationship with the EU. The Review 
will also take account of competitiveness issues." 
 
The current equivalent UK rate of stamp duty is 0.5%, and Ireland’s 1% rate is very much an 
outlier, with many other EU countries not charging an equivalent stamp/tax, and those that do 
charging a much lower rate than Ireland’s. The impact of Brexit must also be factored into any 
decision on the future of this particular stamp duty. 
    

                                                           
54  http://www.budget.gov.ie/Budgets/2017/Documents/Getting%20Ireland%20Brexit%20Ready_final.pdf 
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Yields 

In their Annual Report for2017, Revenue reported that the revenue from Stamp Duty on share 
transactions was €449 million and the total net revenue from all Stamp Duties was €1,195 million. 
Stamp Duty on share transactions therefore made up over one-third of the Stamp Duty intake in 
2017. The table below shows the pattern of Stamp Duty revenues in the period 2003-2017.  
 

€Million 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

Stamp 

Duty on 

Shares 

256 261 324 406 609 419 208 182 195 172 252 282 424 410 449 

% of 

total SD 

receipts 

15% 13% 12% 11% 19% 24% 21% 19% 14% 12% 19% 17% 33% 35% 36%

  

Stamp 

Duty on 

Property 

1,075 1,461 2,002 2,989 2,381 1,045 330 199 135 105 152 275 301 389 381 

Other 

Stamp 

Duties 

334 348 348 236 254 299 464 581 1,053 1,149 929 1,122 551 380 365 

Total 

Stamp 

Duties 

1,664 2,070 2,673 3,632 3,244 1,763 1,003 962 1,383 1,426 1,333 1,680 1,276 1,180 1,195 

 

Commission on Taxation Review  

The Commission on Taxation Report (2009) recommended that Stamp Duty on share transactions 
be zeroed rather than abolished so that, if required, it could be easily re-introduced in the future. 
The report noted that many countries do not have a Stamp Duty charge on shares, and that the 
UK has a 0.5% stamp duty charge. The report states that "the case for removing stamp duty on 
share transactions is compelling on the grounds of supporting economic activity and sustaining a 
capital market in Ireland." 
 
In its pre-Budget 2019 submission, IBEC argues strongly for abolishing Stamp Duty on share 
transactions for largely similar reasons, and called on the Government to: 
 
“Reduce the level of stamp duty on equity to UK levels (0.5%) over a period of three years in order 
to increase liquidity, make raising capital easier for Irish firms and reduce the cost of raising capital 
significantly.” 
 
 
 

Public Consultation  
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A public consultation was launched on 29th September 2017, and ran to 14th November 2017 
(having been extended by two weeks at the request of submission makers).  
 
Its stated objective was to “review the rationale for retaining Stamp Duty on share transactions 
in its current form in the context of a changing financial and economic environment” in the 
context of encouraging the development of businesses listed on the Main Securities Market of 
the Irish Stock Exchange“.   
 
Commenting on the review at its outset Minister Donohoe said:  
 
‘This consultation provides an opportunity for interested parties to input their views to my 
Department’s review of the stamp duty regime that applies to share transactions in Ireland. This 
is another element of our on-going examination of the changing financial and economic 
environment in the context of Brexit’. 
 
In the public consultation document (see footnote 1) that provided the framework for this 
exercise, the Minister for Finance invited interested parties to make submissions on the matter, 
and particularly sought views on 7 specific issues:  
 

1. Whether stamp duty on share transactions continues to be justified as part of our overall 
taxation system; 

2. The extent to which Brexit related developments should influence policy on reducing or 
eliminating stamp duty on share transactions; 

3. What alternative revenue streams from the financial services area or elsewhere could be 
considered to replace the revenue forgone in the event of a reduction or elimination of stamp 
duty on shares; 

4. What direct impact stamp duty on share transactions would have on Ireland’s competitive 
position post-Brexit; 

5. Is there any evidence that reduction or elimination of stamp duty on shares will result in an 
increase in availability of equity finance for corporate entities; 

6. What impact, if any, will a reduction or elimination of stamp duty on shares have on trading in 
equities in terms of volume and share price volatility; and, 

7. Will a reduction or elimination of stamp duty on shares have any impact for pension funds or 
wealth management activity? 

   

3. Outcome of Public Consultation 

In all 12 submissions were received and a list of them can be found at Annex 1.  

What follows is a brief setting out of the majority view amongst the submissions received to the 

public consultation on each of the 7 consultation issues, and a summation based on the overall 

tenor of the submissions. More detail on how each submission addressed each of the 7 

consultation issues can be found at Annex 2, as well as a brief note on the core 

recommendation(s) made in each submission. 
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No attempt has been made to weight submissions according to the size/nature of the submitting 

organisation or person.  

1: Whether stamp duty on share transactions continues to be justified as part of our overall 

taxation system. 

The majority view is that Ireland’s high stamp duty rate is out of step with international norms 

and acts as a barrier to growth. 

2: The extent to which Brexit related developments should influence policy on reducing or 

eliminating stamp duty on share transactions.  

The majority view is that Ireland’s stamp duty is already an outlier, and with the UK leaving the 

EU, Ireland will be seen as having an unduly high rate of stamp duty when compared to the rest 

of the remaining 27 member states. 

3: What alternative revenue streams from the financial services area or elsewhere could be 

considered to replace the revenue foregone in the event of a reduction or elimination of stamp 

duty on shares? 

The majority view is that increased activity in the sector as well as increased receipts from 

resultant economic activity or income tax due to the relocation of firms would make up for, or 

exceed, the initial reduction in yield. 

4: What direct impact stamp duty on share transactions would have on Ireland’s competitive 

position post Brexit? 

The majority view is that relocating firms would view Ireland more favourably if our stamp duty 

regime was more in line with international standards. 

5: Is there any evidence that reduction or elimination of stamp duty on shares will result in an 

increase in availability of equity finance for corporate entities? 

The majority view is that as stamp duty increases the cost of equity financing and leads to an over 

reliance on debt for financing, it follows that a reduction in stamp duty would increase the 

opportunities for seeking equity finance. 

6: What impact, if any, will a reduction or elimination of stamp duty on shares have on trading 

in equities in terms of volume and share price volatility? 

The majority view is that a reduction or elimination of this stamp duty would result in an increased 

volume of trades, but there is no firm agreement in terms of its impact on volatility.  It should be 

noted that the Financial Services Division in the Department of Finance do not agree with this 

premise. 

7: Will a reduction or elimination of stamp duty on shares have any impact for pension funds or 

wealth management activity? 

The majority view is that removing stamp duty would increase investment by pension funds in 

Irish entities, and increase the total growth available to those funds. 
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Overall outcome of public consultation  

The responses received to this consultation came from a quite narrow range of sectoral interests, 

comprising 11 industry participants (direct and indirect) and 1 interested private individual. While 

all 10 of the 12 who indicated a preference called either for a reduction in, or the complete 

removal of, the 1% stamp duty on share transactions submissions, individually they raised a range 

of interesting and valid points.  

The majority of the submission argued for a reduction in the stamp duty on the purchase of shares 

to match that levied in the UK (0.5%), or for its being done away with completely. In this regard, 

two notable outliers are: 

 One submission which argues for the complete abolition of all types of stamp duty, with 

the resultant shortfall in revenue to be made up with a property tax; and, 

 One submission which proposes a “wait-and-see” attitude towards Brexit, and argue that 

the stamp duty may be seen as the price of accessing a common-law, recognisable 

corporate regime.   

Euroclear, who are (amongst other roles) the current central securities depository for the UK and 

Ireland, did not express a preference for any particular outcome. 

4. Central Securities Depository Issue 

Central Securities Depositories (CSDs) are specialist institutions which settle securities such as 
equities or debt instruments. Settlement is the final part of the trading process and integral to 
any trade. Ireland is the only Member State of the EU that does not currently have its own CSD 
and we currently use Euroclear UK & Ireland to settle securities traded on Euronext Dublin.  The 
EU legislation governing the authorisation and functioning of CSDs is the Central Securities 
Depositories Regulation which was transposed into Irish Law in 2016.  

In the event of a hard Brexit it may be no longer possible under the Central Securities Depositories 
Regulation (CSD-R) for Euroclear UK & Ireland to continue to offer its services within the European 
Union unless an equivalence decision is granted recognising the United Kingdom’s CSD legislative 
and regulatory framework as equivalent to the Union’s.  This would impact the Irish regulated 
market, Euronext Dublin, and Irish issuers listed on that market negatively.  

Euroclear in the UK collects the 1% stamp duty imposed on purchases of Irish listed equities on 
behalf of Revenue. This is done by a system called Crest and last year stamp duty collected via 
Crest yielded €347m net for the Irish Exchequer (the overall 2017 yield from this stamp duty was 
higher, as not all transactions take place through Crest, with stamp on off-market trades being 
collected through the E-stamping system).   

In order to protect the revenue currently received via Crest, it is necessary to devise another 
method of collection in order to enable counterparties trading Irish equities to meet their 
obligation to pay the 1% stamp duty.   
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The Crest system makes the calculation, collection and monitoring of this tax extremely efficient, 

and it would be the intention of any alternative mechanism for collection of the 1% stamp duty 

to be either equal to, or improve, efficiency and effectiveness.  

To ensure collection of the stamp duty, work is ongoing between the relevant parties involved, 
including Revenue and the Department of Finance, and any solution will be considered in tandem 
with the matters being examined in this Review.   

 

Other Brexit related risks 

As well as the risk to the ability to collect the bulk of the stamp duty on share transaction post-

Brexit, there are other possible Brexit related risks to the level of Exchequer revenue generated 

from this stamp. These include: 

 Capital flight:  Loss of access to the LSE (London Stock Exchange) could encourage 

firms currently listed on Euronext Dublin to seek listings on another country's stock 

exchange which would inevitably result in lost business to Euronext Dublin.  

 Share price movement: Companies with a heavy exposure to Brexit may lose share value 

as a result, which in turn impact on the amount of stamp duty that would be received on 

transactions in the shares of those companies. 

  

5. Possible Courses of Action 

Three possible courses of action are set out below, with the principal advantages and 

disadvantages of each outlined. These three are not intended to represent the full range of 

options available, but should rather be seen as indicative of the two extremes and a middle 

ground. The advantages and disadvantages set out include examples drawn from the submissions 

received as part of the public consultation exercise. 

Option 1: Retain rate of stamp duty on liable share transactions at 1%  

This would mean that there would be no change made to the current rate of stamp duty on 

transactions involving the stocks and marketable securities of Irish incorporated companies so 

that it would remain at its current rate of 1%. 

Advantages 

 Consistency: One of Ireland’s strongest pull and retention factors in terms of FDI (foreign 

direct investment) has been the consistency of our tax offering. Holding this stamp duty 

rate at 1%, despite some views that a partial reduction or cut to zero might be a pro-

business measure, could further indicate that Ireland remains committed to retaining its 

existing pro-business tax system.   
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 Revenue: As revenue from this stamp is currently running at over €400 million per annum 

(€449 million in 2017), it represents a significant source of tax revenue for the Exchequer 

(representing 36% of all stamp duty collected, and 0.6% of all taxes collected, in 2017). 

The current annual revenue from this stamp is, for example, not far below the current 

annual take from the Local Property Tax.  

The volatility of the revenue derived from stamp duty is well recognized, but in the 

absence of a viable alternative revenue source, particularly one that is equally efficient to 

collect (the Crest system, which collects approximately 80% of this stamp duty, is, as has 

already been noted, extremely efficient), retaining the current rate is the best means of 

protecting this revenue in full. 

 

Disadvantages 

 Disincentive for indirect investment: The 1% stamp duty on the purchase of shares in 

Irish companies, which is the highest such tax in the EU (where many countries have no 

equivalent tax), and is twice the UK rate of 0.5%, may act as a disincentive to investing in 

Irish companies, as any gain must be on top of the 1% stamp duty on purchase.  

 Disincentive for entrepreneurship: The existence of this stamp duty does not encourage 

entrepreneurs to set up, grow and continue to scale their businesses in Ireland if there is 

an option to locate (or relocate) their business to another jurisdiction where a 1% stamp 

duty on equity investment does not apply.  

 Disincentive for direct investment: The 1% Stamp duty on share transactions is seen by 

some as acting as a disincentive for companies to incorporate in Ireland.  

 Brexit:  Many UK companies are believed to be considering re-locating/re-domiciling in 

the run up to Brexit. Alongside any broader disincentive effect, the existence of a 1% 

stamp duty on the purchase of shares in Irish companies, could contribute to making 

Ireland significantly less attractive as a new location for such companies. 

Also, post-Brexit, the UK may reduce or remove their current stamp duty on share 

transactions, so further increasing Ireland’s disadvantage if we don’t cut our rate of stamp 

duty on such transactions from 1%.      

 CSD: The efficient collection of the stamp duty charge via Euroclear UK & Ireland may not 

be available to the Exchequer.   

 Raising Capital:  The 1% stamp duty discourages Irish incorporated companies from 

raising funding via equity offerings, leaving them more dependent on debt financing, with 

its associated disadvantages (e.g. debt has to be serviced and repaid, debt instruments 

can include restrictions on the borrowing companies activities, larger debt-equity ratios 

are seen as risky and so access to debt can be limited, need to offer collateral and/or 

personal guarantees).  This is on top of the debt/equity bias issue where interest is treated 

as a tax deductible expense whereas dividend payments are not tax deductible in Ireland 

(as is most countries).   
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Option 2: Reduce rate of stamp duty on liable share transactions from 1.0% to 0.5% 

This would mean that there would be a change made to the current rate of stamp duty on 

transactions involving the stocks and marketable securities of Irish incorporated companies which 

is currently 1%, and which would be reduced to 0.5%. 

Advantages 

 Brexit: Brings Ireland in line with UK, reduces incentive for firms to relocate/incorporate 

elsewhere. 

 Reduces disincentive effects: The disincentive for indirect and direct investment, and 

entrepreneurship, outlined under Option 1 are reduced. 

Disadvantages 

 Lost revenue: While recognizing that stamp duties by their nature provide a volatile 

source of Exchequer revenue, and ignoring any possible second round effects ( i.e. 

volume-related gains potentially offsetting the revenue foregone), based on the revenue 

generated through this stamp duty over the last number of years, over €200 million would 

be foregone through this measure. 

 CSD:  The efficient collection of the stamp duty charge via Euroclear UK & Ireland may not 

be available to the Exchequer.   

Option 3: Reduce rate of stamp duty on liable share transactions from 1% to zero.  

This would mean that there would in effect be no stamp duty charged on transactions involving 

the stocks and marketable securities of Irish incorporated companies. The rate would be reduced 

to zero, but the stamp duty per se would not be removed. This would allow for the possibility of 

a rate of stamp duty above 0% being applied at some future time. 

 Advantages 

 Removes disincentive effects: Any such effects that arise from the existence of the 

current 1% stamp duty would be negated entirely. 

 Brexit:  Ireland may gain a competitive advantage over the UK for so long as they retain 

their current 0.5% stamp duty, but this could be offset by other transaction costs. 

 CSD: Given that the stamp duty revenue would fall to zero, the issue surrounding the 

ability to efficiently collect stamp duty would not arise.  

Disadvantages 

 Lost revenue: While recognizing that stamp duties, by their nature, provide a volatile 

source of Exchequer revenue, and ignoring any possible second round effects, based on 

the revenue generated through this stamp duty over the last number of years, over €400 
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million would be foregone through this measure. This would have to be made up through 

reduced expenditure or increases in other forms of taxation. 

 

6. Conclusion 

The view of the Department of Finance is that in the absence of a viable alternative source for the 

approximately €400 million in revenue from this stamp duty each year (based on recent years 

receipts), that every effort should be made to protect it.  

Being charged at 1%, the recent trend in annual revenue would mean that there are in excess of 

€4 billion in trades subject to the stamp duty each year. This excludes those share sales which are 

not subject to the stamp, as a number of exemptions are in place. These exemptions include:  

 New equity Issuance  

 No Change in Beneficial Ownership 

 Central Counterparty (CCP) clearing related relief 

 The consideration is less than €1,000 and not part of a larger transaction or series of 

transactions  

 The trade is related to a security listed on the Irish Stock Exchange’s Enterprise Securities 

Market (ESM) 

 American Depository Receipts (ADRs) where listed and traded in the US and Canada  

This means that only the following transactions are subject to this stamp duty55: 

 Shares in Irish incorporated companies 

 Shares in foreign incorporated companies where the instrument of transfer of those 

shares “relates to“  Irish situate property 

 Bond transactions where the bond is not within the “loan capital” exemption, i.e. the 

bond is not issued by a foreign incorporated issuer and which relates the above matters 

(effectively only bonds that are index-linked or convertible, issued by Irish incorporated 

issuers and not held in bearer form outside Ireland are subject to Irish stamp duty).   

 Non-capital debt which meets the debt requirement (other than when sold in the 

ordinary course of business) 

                                                           
55 14/11/2017 submission of Arthur Cox to the public consultation exercise. 
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While the Department is open to considering alternative forms of taxation to replace the revenue 

derived from this stamp duty, we are also conscious that this should not shift the tax burden away 

to other tax payers, and we are concerned about narrowing the base.  

Cognizant of the Brexit and the related uncertainties, it is recommended that a decision in relation 

to the issue of retaining or amending the stamp duty on transactions involving the stocks and 

marketable securities of Irish incorporated companies, be deferred until there is greater clarity in 

relation to Brexit issues as they relate to shares.           
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Annex 1: List of the 12 Submissions Received56 

 

No. Submission from: 

1 Arthur Cox 

2 The Consultative Committee of Accountancy Bodies-Ireland (CCAB-I) 

3 Euroclear 

4 IBEC 

5 Irish Stock Exchange 

6 Kenmare Holdings 

7 Irish Association of Pension Funds (IAPF) 

8 Maples and Calder 

9 Goodbody Stockbrokers 

10 Banking and Payments Federation Ireland 

11 Irish Association of Investment Managers (IAIM) 

12 Mr Darragh Rogan (Private Individual)57 

 

  

                                                           
56 These submissions will be published on the Department of Finance website when this report is 

published.  

57 Mr Rogan has indicated his agreement to his name being associated with his submission. 
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Annex 2: Tables setting out responses received to the 

7 questions asked in the public consultation 

document, other comments made, and the main 

recommendation from each submission. 

Table 1: Whether stamp duty on share transactions continues to be justified as part of our overall 

taxation system. 

Table 2: The extent to which Brexit related developments should influence policy on reducing or 

eliminating stamp duty on share transactions.  

Table 3: What alternative revenue streams from the financial services area or elsewhere could be 

considered to replace the revenue foregone in the event of a reduction or elimination of stamp 

duty on shares? 

Table 4: What direct impact stamp duty on share transactions would have on Ireland’s 

competitive position post Brexit? 

Table 5: Is there any evidence that reduction or elimination of stamp duty on shares will result in 

an increase in availability of equity finance for corporate entities? 

Table 6: What impact, if any, will a reduction or elimination of stamp duty on shares have on 

trading in equities in terms of volume and share price volatility? 

Table 7: Will a reduction or elimination of stamp duty on shares have any impact for pension 

funds or wealth management activity? 

Table 8: Other comments 

Table 9:  Prinicipal recommendation from each submission 
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From Table 1. Whether Stamp Duty on share transactions continues to be 
justified as part of our overall taxation system 

Arthur Cox Argued for the complete abolition of all heads of stamp duty, and replaced 

with a property tax. 

 

CCAB-I Argued for the reduction of stamp duty on share transactions to 0.5%, as 

the duty dissuades international investment and alternative, broader 

taxation bases are available 

Euroclear No response 

IBEC Argued that stamp duty is an inefficient tax and has little affect in reducing 

volatility, it only serves to raise revenue. Noted the large number of 

nations with lower, or non-existent rates of stamp duty. Also argued that 

the ESRI said that the FTT would have little impact on volatility 

Irish Stock Exchange Argued that stamp duty has a negative effect on GDP, does not incentivise 

the creation of employment, reduces capital expenditure, and as such it is 

no longer justified 

 

Kenmare Holdings No response 

IAPF No response 

Maples and Calder Argued that stamp duty is anachronistic and out of step with modern 

corporate practices and suggested a review of the current system of 

exemptions and the operation of the tax 

 

Goodbody Listed several reasons outlining their position that stamp duty should be 

abolished, notably that stamp duty is an obstacle to growth and it requires 

Irish companies to deliver a higher return than their international 

competitors 

Banking and Payments 
Federation Ireland 

No response 

Irish Association of 
Investment Managers 

Cited an Oxera report which states that stamp duty has a negative effect 

on GDP and that the removal of stamp duty on shares would increase GDP 

Mr Darragh Rogan 
(Private Individual) 

Argued that as stamp duty is a "paper based" tax, it is out of line with 

modern, electronic trading norms 
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From Table 2. The extent to which Brexit related developments should 
influence policy on reducing or eliminating Stamp Duty on share 

transactions 

Arthur Cox Suggested that the abolition of stamp duties could keep companies in 
Ireland which otherwise might relocate to take advantage of larger 
exchanges elsewhere.                          

CCAB-I Pointed out the potential difficulty posed by CREST being operated by a UK 
company in collecting the stamp duty 

Euroclear No response 

IBEC No response 

Irish Stock Exchange Suggested that the stamp duty regime decreases the likelihood of 
companies seeking to re-locate to Ireland post-Brexit 

Kenmare Holdings No response 

IAPF No response 

Maples and Calder Suggested that a "wait and see" attitude towards Brexit may be more 
prudent than speculation. 

Goodbody Argued that companies seeking to relocate after Brexit may be deterred by 
the Irish stamp duty rate                                     

Banking and Payments 
Federation Ireland 

Argued that reducing the rate of stamp duty to match that in the UK would 
be a defensive move to make Ireland more attractive to UK-based firms 
seeking to relocate 

Irish Association of 
Investment Managers 

Suggested that UK-based companies which are seeking to relocate would 
be unlikely to consider Ireland as an alternative as long as the stamp duty 
regime remains in place. 

Mr Darragh Rogan 
(Private Individual) 

Argued that removing perceived "additional costs" to listing on the ISE 
compared to the LSE could make Ireland more attractive to UK-based firms 
seeking to relocate           
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From Table 3. What alternative revenue streams from the financial services 
area or elsewhere could be considered to replace the revenue forgone in 

the event of a reduction or elimination of Stamp Duty on shares 

Arthur Cox Argued for the complete abolition of all heads of stamp duty, and replaced 
with a property tax, but gave no indication of the amount of taxation to be 
raised from this tax. 

CCAB-I Suggested that decreasing the rate of stamp duty would generate 
increased commercial activity, and taxes on this commercial activity (PAYE, 
VAT etc.) are more stable than transaction-based stamp duties, but gave 
no analysis 

Euroclear No response 

IBEC Suggested that reduced stamp duty rate would result in an increase in 
activity and share prices, which in turn would offset the reduced yield by 
50-73%. Ibec came to this conclusion by using the methodology employed 
by the Institute for Fiscal Studies (IFS) in 2002  and the IMF in 2011 

Irish Stock Exchange Suggested that reduced stamp duty rate would result in an increase in 
activity, which in turn would offset the reduced yield by quoting Canadian 
and Chinese Increases in equivalent taxes which was followed by a 
decrease in activity 

Kenmare Holdings No response 

IAPF No response 

Maples and Calder No response 

Goodbody No response 

Banking and Payments 
Federation Ireland 

Suggested that increased economic activity in other sectors would offset 
the reduction in the stamp duty yield but gave no analysis 

Irish Association of 
Investment Managers 

No response 

Mr Darragh Rogan 
(Private Individual) 

Claimed that increased trading activities would bring in additional stamp 
duty from trading, and additional companies based here would result in 
increased corporation tax returns 
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From Table 4. What direct impact Stamp Duty on share transactions would 
have on Ireland’s competitive position post-Brexit 

Arthur Cox Did not make any firm comments, but stated that Post-Brexit, Ireland will 
be the only EU Member State which imposes a stamp duty, which leaves 
out the EU Member States which charge an FTT or equivalent      
                                                                        

CCAB-I Argued that Ireland's comparatively high stamp duty on shares makes the 
country less attractive that regions such as Germany, which has no such 
tax                                             

Euroclear No response 

IBEC Suggested that the stamp duty regime decreases the likelihood of 
companies seeking to re-locate to Ireland post-Brexit                                                                                       

Irish Stock Exchange Argued that the government's position that the FTT may encourage 
migration of firms to areas without an FTT is at odds with the stamp duty 
regime, which is set higher than the proposed FTT 

Kenmare Holdings No response 

IAPF No response 

Maples and Calder Argued that as Ireland's attraction as a common-law, recognisable 
corporate regime may increase, and the stamp duty may be seen as a 
"price of accessing such a regime" 

Goodbody Argued that Ireland's higher stamp duty rates places companies here at a 
competitive disadvantage compared to other countries, as they need to 
provide a greater return to compensate for higher investment costs 

Banking and Payments 
Federation Ireland 

Argued that reducing the rate of stamp duty to match that in the UK would 
be a defensive move to make Ireland more attractive to UK-based firms 
seeking to relocate                   

Irish Association of 
Investment Managers 

Suggested that UK-based companies which are seeking to relocate would 
be unlikely to consider Ireland as an alternative as long as the stamp duty 
regime remains in place.                                                                                             

Mr Darragh Rogan 
(Private Individual) 

Argued that Ireland's rates of stamp duty, which are higher than other EU 
nations, some of which do not charge stamp duty on shares could make 
Ireland unattractive for trading activities.                                                                                            
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From Table 5. Is there any evidence that reduction or elimination of Stamp 
Duty on shares will result in an increase in availability of equity finance 

for corporate entities 

Arthur Cox Suggested that the removal of stamp duties could incentivise companies to 
raise finances through equity rather than debt. 

CCAB-I No response 

Euroclear No response 

IBEC Argued that the stamp duty increases the preference for debt over equity  

Irish Stock Exchange Argued that by removing the "barrier" of stamp duty, Ireland would be 
more attractive as investors will seek to maximise their potential gains 

Kenmare Holdings Were of the view that the rate of stamp duty compared to the rate in the 
UK placed their business at a significant competitive disadvantage when it 
came to seeking equity finance and increases the difficulty in seeking 
international investment 

IAPF No response 

Maples and Calder No response 

Goodbody No response 

Banking and Payments 
Federation Ireland 

No response 

Irish Association of 
Investment Managers 

Argued that Ireland's high stamp duty rates increases the cost of equity for 
issuers. 

Mr Darragh Rogan 
(Private Individual) 

Quoted news reports and suggested that stamp duty may be a factor in 
investors decision-making criteria where an identical listing is available on 
the ISE and LSE 
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From Table 6. What impact, if any, will a reduction or elimination of Stamp 
Duty on shares have on trading in equities in terms of volume and share 

price volatility 

Arthur Cox Suggested a possible increase in volume of trading from companies 
seeking finance through equities. 

CCAB-I No response 

Euroclear No response 

IBEC Suggested that stamp duty has little impact on share price volatility and 
volume of trading 

Irish Stock Exchange Cited reports and argued that reducing stamp duty would increase trading 
volumes and reduce share price volatility 

Kenmare Holdings No response 

IAPF No response 

Maples and Calder No response 

Goodbody No response 

Banking and Payments 
Federation Ireland 

No response 

Irish Association of 
Investment Managers 

No response 

Mr Darragh Rogan 
(Private Individual) 

Suggested that the removal of barriers to high frequency trading would 
increase price volatility 

  

 

 

 

 

 

 

 

 



 

 

208 
 

From Table 7. Will a reduction or elimination of Stamp Duty on shares have any 
impact for pension funds or wealth management activity 

Arthur Cox No response 

CCAB-I No response 

Euroclear No response 

IBEC No response 

Irish Stock Exchange Suggested that a reduction in the stamp duty would result in an increased 
amount in trading in Irish companies by pension funds, and increased 
returns for same 

Kenmare Holdings No response 

IAPF Suggested that a removal or reduction in costs to investment would 
increase the potential investment gains to be made by pension fund 
investments 

Maples and Calder No response 

Goodbody No response 

Banking and Payments 
Federation Ireland 

No response 

Irish Association of 
Investment Managers 

Argued that the burden of stamp duty falls on investors and pension funds 
and it reduces investment performances and increases the requirement for 
pension funding                                                                                                      

Mr Darragh Rogan 
(Private Individual) 

Suggested that a reduction or elimination of stamp duty could encourage 
ETFs to list on the ISE, which could result in a reduction in pension fund 
investment fees, maximising the potential gain from a pension fund 
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From Table 8. Other comments 

Arthur Cox No response 

CCAB-I Also recommended the abolition of stamp duty on share transactions 
relating  

Euroclear Had no comments on the specific points raised in the consultation, but 
wanted to reaffirm their willingness to continue to provide a stamp duty 
clearing service, and offered to liaise with Revenue, should Brexit create a 
need to make technical changes to the CREST system. 

IBEC Suggested that the current stamp duty regime reduces the value of 
investing in Irish companies, and consequently adds to the cost of capital 
for those companies 

Irish Stock Exchange Argued that the international trend in taxes on securities transactions is 
downwards, as nations seek to lower capital costs and boost domestic 
market competitiveness 

Kenmare Holdings No response 

IAPF No response 

Maples and Calder Argued against the implementation of the FTT, as it is out of step with the 
current exemptions and reliefs from stamp duty. Suggested that the 
current system of exemptions do not appear to be linked to an overall 
strategy. 

Goodbody No response 

Banking and Payments 
Federation Ireland 

No response 

Irish Association of 
Investment Managers 

No response 

Mr Darragh Rogan 
(Private Individual) 

Suggested renaming the duty "large trade stamp duty", as it may be 
unclear to investors that a threshold exists, under which stamp duty is not 
charged on share transactions 
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From Table 9. Principal recommendation from each submission 

Arthur Cox Recommended the abolition of all stamp duties, and alternatively that if 
stamp duties were not abolished, they should be restricted to shares or 
debts of Irish Incorporated companies 

CCAB-I Recommended a reduction of stamp duty on share transaction of Irish 
listed companies to 0.5% 

Euroclear No response 

IBEC Reduce  stamp duty to match the UK rate (0.5%) in the short term, and 
ultimately, phase it out over a longer term 

Irish Stock Exchange Reduce stamp duty to match the UK rate (0.5%) in the short term, and 
ultimately, phase it out over a three-year term 

Kenmare Holdings Supported the recommendation of the Irish Stock Exchange by name 

IAPF A reduction or elimination of stamp duty on Irish shares. 

Maples and Calder No definitive recommendation, but general arguments made for a reform 
of the operation of stamp duty, or a further, in-depth analysis of the option 
of replacing stamp duty with an alternative tax such as the FTT 

Goodbody Recommended that the stamp duty on shares be abolished, using a similar 
rationale as that used when the Capital Duty was abolished, and argued 
that in a small economy like Ireland, high stamp duty rates have a 
distortive effect. 

Banking and Payments 
Federation Ireland 

Equalise the Irish stamp duty rate with that of the UK (0.5%) 

Irish Association of 
Investment Managers 

Recommended the removal of stamp duties, comparing to an FTT 
implemented at one of the highest rates in the world 

Mr Darragh Rogan 
(Private Individual) 

No definitive recommendation, but general arguments made for a 
reduction or elimination of stamp duty 
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1. Introduction 

Section 481 of the TCA 1997 provides relief in the form of a corporation tax credit related to the 

cost of production of certain films. The credit is granted at a rate of 32% of the lowest of:  

1. eligible expenditure 

2. 80% of the total cost of production of the film 

3. €70,000,000. 

The minimum amount that must be spent on the production is €250,000 and the minimum eligible 

expenditure amount to qualify is €125,000. 

Section 481 has received increased attention this year as it has been subject to a review under 

the Department of Finance’s tax expenditure guidelines. This is the first time the scheme has been 

reviewed since its transition from an investor based relief to a corporation tax credit system in 

2015. The parameters of this review have been restricted to a cost benefit analysis with a full a 

review of the scheme due to be undertaken in 2020.  

Section 481 has also been subject to increased focus this year due to being an integral part of the 

Department of Culture, Heritage and the Gaeltacht’s audiovisual action plan which has been 

created under the wider initiative, the Creative Ireland programme. As a result of this increased 

focus, the Department of Finance has been made aware of concerns regarding the need to signal 

the extension of the credit early in recognition of industry needs, in particular due to the nature 

of the production cycle. The Department is also aware of concerns regarding increasing delays 

with regard to obtaining the credit, the application of training on productions and alleged inflation 

of claims made under the scheme  by certain productions. 

 

2. How the scheme currently operates 
 

A producer company must apply to Revenue for a certificate confirming the production meets the 

conditions set out for the scheme. The Certificate is issued by the Revenue Commissioners but 

both the Minister for Culture, Heritage and the Gaeltacht and the Revenue Commissioners have 

specific responsibilities in relation to the certification process.  The Minister for Culture, Heritage 

and the Gaeltacht has responsibility to ensure that it is appropriate for the Revenue 

Commissioners to consider the issue of a Certificate for a film, having regard to – 

 

 The categories of film eligible for certification and;  

 The contribution a film will make to either or both the development of the film industry 

in the State and the promotion and expression of Irish culture. 

 

The Revenue Commissioners have responsibility to ensure that all other aspects of the project, 

including the financial aspects, have the potential to satisfy the requirements of the law. The 

Revenue Commissioners will not issue a Certificate unless they have received an authorisation 



 

 

214 
 

from the Minister for Culture, Heritage and the Gaeltacht and they are satisfied with the other 

aspects of the proposal.  

 

3. Transition to a Corporation Tax Credit  
 

Prior to 2015, film relief took the form of an investor tax relief which provided an incentive to 

individual and corporate taxpayers to invest in Irish film production.  The relief was granted by 

way of a deduction from total income of the amount invested for the year of assessment in which 

the qualifying film investment was made.  The relief was available to individuals in respect of 

investments in companies producing and distributing films, provided certain conditions were met.  

Although the immediate aid recipients were the eligible investors, the scheme provided an 

indirect net benefit to production companies.  In this way, the scheme aimed to stimulate private 

sector investment in film and independent television production by providing a cushion against 

the inherent risks of production investment.  The investor received a return on his investment in 

the film through the tax deduction but also in part from the film producer, depending on the 

individual agreement between the investor and the production company.  The producer benefited 

from the difference between the investment received and the return given to the investor.  In this 

way and on average, the tax relief’s worth to the producer stood at between 26% and 28% of the 

eligible expenditure.   

 

From 01 January 2015  
Finance Act 2013 amended the scheme such that rather than providing relief to investors, instead, 

from 01 January 2015 a payable tax credit of 32 per cent is payable directly to a producer 

company.  The tax credit reduces the corporation tax of the qualifying period in respect of which 

the return filing date immediately precedes the application for a film certificate.  Where the tax 

credit exceeds the tax due for the qualifying period (as reduced by the tax paid), the tax credit will 

be a payable credit. 

 

4. Rationale for the scheme 
 

The Scheme is intended to act as a stimulus to the creation of an indigenous film industry in the 

State, creating quality employment opportunities and supporting the expression of the Irish 

culture. Prior to 2015 the scheme operated by giving tax relief to individuals investing in the film 

industry. Since2015 the scheme has provided direct support to film producer companies in the 

form of a tax credit.  

 

5. Creative Ireland Programme 
 

Section 481 is a key element of Pillar 4 of the Government’s Creative Ireland programme. Creative 

Ireland is a five-year initiative, from 2017 to 2022, which places creativity at the centre of public 

policy.  It is a high-level, high-ambition, all-of-government initiative to mainstream creativity in 
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the life of the nation so that individually and collectively, in our personal lives and in our 

institutions, we can realise our full creative potential.  

Creative Ireland is a culture-based programme designed to promote individual, community and 

national wellbeing.  The core proposition is that participation in cultural activity drives personal 

and collective creativity, with significant positive implications for individual and societal wellbeing 

and achievement. 

Pillar 4 of the Creative Ireland Programme focuses on Ireland as a centre of excellence in media 

production.  Its overarching, long-term objective is to elevate the creative industries and foster 

innovation in enterprise.  The key focus is on Ireland's potential to be a global leader in film 

production, TV drama, documentary, children’s storytelling and animation for the screen.  

Creative Ireland provides a context and platform for a major initiative involving Screen Ireland, 

the independent production sector, third level institutions and other stakeholders to enable and 

position this sector to be an international leader.  With many new and highly resourced buyers 

and distributors now looking for high quality content and a globally connected audience, the 

opportunity for Ireland to become a global leader in this area is significant.58 

 

6. The Audio-visual Action Plan 
 

The Audio-visual action plan is an industry-wide, long-term plan, under the Creative Ireland 

Programme supporting the Government’s ambition for Ireland as a centre of excellence in media 

production. The core objective of the Audio-visual Action Plan is to provide the necessary 

environment for Ireland to become a global hub for the production of Film, TV drama and 

animation.  

The Plan incorporates an amount of €200m of investment in Media Production and the 

Audiovisual Industry over the 10 years of the plan provided under Investing in our Culture, 

Language and Heritage 2018—2027 which sets out the Government’s objectives for capital 

investment in Ireland’s Culture, Language and Heritage. The Departments of Culture, Heritage 

and the Gaeltacht; Communications, Climate Action and Environment; and Business, Enterprise 

and Innovation and their agencies are key partners in this Action Plan.   

The Action Plan has been generated from three key inputs; 

 

1. In December 2017, international audiovisual consultants Olsberg SPI with Nordicity 

completed a Report commissioned by the key partners above.  The Report encompasses 

an economic analysis of the Irish audiovisual industry and makes recommendations for 

policy interventions which would increase the value of employment and numbers 

employed in the sector.  The Report made 30 policy recommendations (grouped under 

eight policy sections) which describe the challenges faced by the audiovisual sector in 

Ireland.   

 

                                                           
58 https://creative.ireland.ie/en  

https://creative.ireland.ie/en


 

 

216 
 

2. In May 2017, the Minister for Culture, Heritage and the Gaeltacht hosted a Media 

Production Workshop at the Royal Hospital Kilmainham to invite input from the Irish 

audiovisual industry.  It was attended by over 150 representatives of the film, broadcast 

and animation sectors. 

 

3. Screen Ireland (formerly the Irish Film Board) and Broadcasting Authority of Ireland (BAI) 

commissioned consultants Crowe Horwath to produce a report on a “Strategy for the 

Development of Skills for the Audiovisual industry in Ireland” which was finalised in May 

2017. 

 

One of the key points in the plan recommends the Government consider extending Section 481, 

as well as increasing the expenditure ceiling, revising the regulations and extending the relief to 

Ireland’s games sector. 

 

7. Report by Consultants Olsberg SPI with Nordicity 
 

In December 2017, international audiovisual consultants Olsberg SPI with Nordicity completed a 

Report commissioned by the Departments of Culture, Heritage and the Gaeltacht, 

Communications, Climate Action and Environment, and Business, Enterprise and Innovation.  The 

Report encompasses an economic analysis of the Irish audiovisual industry, estimates its size and 

impact and makes recommendations for policy interventions which would increase the value of 

and numbers employed in the sector.59  It should be noted that this report was significantly 

broader in scope than the Department of Finance’s cost analysis in section 9 as the Department 

of Finance’s report was a cost benefit analysis focused specifically on the section 481 Film credit.  

 

The consultant’s report identified that the audiovisual & radio sectors supported nearly 17,000 

full-time jobs in 2016 and generated a total of approximately €1.1 billion in gross value added to 

the Irish economy in 2016.  

While the headline figures in this report encompassed the radio sector, the main focus of the 

Report is the audiovisual sector which includes  

(1) Film, TV and animation,  

(2) Commercial advertising, and  

(3) Video games.  

The consultants' recommendations are aimed at Ireland's audiovisual sector.  The study found 

that the audiovisual sector supported nearly 14,370 full-time equivalents jobs in 2016; with total 

compensation for employees in these sectors reaching €661.2 million (direct, indirect and 

induced) and that the audiovisual sector generated a total of €857 million in gross value added to 

the Irish economy in 2016.  The sector also provided valuable cultural exports with the ability to 

                                                           
59 https://www.chg.gov.ie/app/uploads/2018/06/economic-analysis-of-the-audiovisual-sector-in-the-

republic-of-ireland.pdf 

https://www.chg.gov.ie/app/uploads/2018/06/economic-analysis-of-the-audiovisual-sector-in-the-republic-of-ireland.pdf
https://www.chg.gov.ie/app/uploads/2018/06/economic-analysis-of-the-audiovisual-sector-in-the-republic-of-ireland.pdf
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reach substantial global audiences which brings benefits to other industries such as the tourism 

sector.  A large part of Ireland’s audiovisual sector is global-facing and the consultants found that 

these sectors generated an estimated €191 million in export earnings for the Irish economy in 

2016. 

The consultants concluded that with the implementation of their policy recommendations, 

Ireland’s “film, television and animation” sector could in a period of five years, double 

employment to over 24,000 full-time equivalents and a gross value added of nearly €1.4 billion. 

 

The report made 30 policy recommendations in total. The report put forward the following key 

recommendations in relation to Section 481: 

 

 Extend Section 481 beyond 2020 

 Increase the cap on eligible expenditure from €70 million to €100 million 

 Review the Section 481 regulations 

 Extend Section 481 to the gaming sector. 
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8. Finance Bill 2018 Options 
 

Extension of the credit 

The cost benefit analysis in section 9 takes into account quantifiable benefits directly linked to 

the credit, such as taxes on direct wages and indirect wages, social welfare savings, value added 

tax, corporation tax and taxes on earnings of foreign labour. Indirect wages are estimated using a 

multiplier on the spend on goods and services by the production companies. However, It does not 

factor in other indirect benefits such as accommodation spend by cast and crew, trickle-down 

spending in local economy, increased tourism as a result of productions based in Ireland or the 

unquantifiable benefit of developing a robust film industry in Ireland and the related Irish cultural 

impact referred to in the analysis as the 'cultural dividend'.  In essence, the cost identified in the 

analysis is the price paid for the cultural dividend of having a thriving film sector in the State. 

Should a decision be taken to continue the credit, options for Finance Bill 2018 include:   

 Legislate for an extension post a five year review to be undertaken in 2020. 

 Legislate for an extension this year in acknowledgement of the nature of the production 

cycle and the importance of early confirmation to provide the certainty industry needs to 

ensure its continued growth, but subject to continued monitoring of the administration 

of the scheme 

 

Administration 

Delays in relation to processing the credit have been raised on a number of occasions this year by 

industry stakeholders. It is therefore desirable to make an administrative amendment to ensure 

the credit works in a more efficient manner. 

Proposal 

It is proposed that the application process be split to allow for separate applications to be made 

to both the Revenue Commissioners and DCHG. 

Under the current legislative framework the entirety of the application must be made to the 

Revenue Commissioners. The Revenue Commissioners are responsible for reviewing the relevant 

data obtained from the applicant and for forwarding the parts relevant to the cultural element of 

the certification process to the DCHG. Once Revenue and DCHG are satisfied with an application 

a certificate is granted.   

This method has proved to be inefficient and can result in delays in the application process. It is 

proposed that the process should be separated between both agencies to ensure the credit 

certification process runs in a more efficient manner.  
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Self-Assessment 

There have been a number of concerns raised recently in both the media and the Dáil with regard 

to alleged inflated claims being made under section 481. 

Proposal 

It is proposed to place the credit on a self-assessment footing. This will put the credit inside the 

normal penalty and prosecution regime if an incorrect claim is made. Revenue have advised that 

this will not reduce the level of scrutiny applied to applications in the short term.  However, 

Revenue believe that the ability to impose penalties and publication, and to seek prosecution in 

extreme cases, should mean that over time the level of scrutiny required can be reduced and 

targeted on the highest risk cases.  This will be done in line with how Revenue assess the risk of 

non-compliance in other areas of the tax code. 

 

Training 

Section 481 requires that a producer company employees a certain number of trainees on a 

production for which the relief is received.  The number of trainees is directly linked to the 

amount of corporation tax relief claimed. A production must have two trainees for every €335,000 

of relief claimed, this is capped at a maximum of eight trainees per production. There have been 

a number of concerns raised this year with regard to the application of the trainee element of the 

scheme 

Proposal 

The splitting of the certification process will enable earlier engagement with production 

companies as to training obligations.  However it is acknowledged that training is a multifaceted 

issue and it is proposed to scrutinise this element of the credit further in 2019.  It is also proposed 

to utilise the audiovisual steering group as a platform engage with all Government Departments 

and stakeholders with an interest in section 481 to reach a viable solution to the issues that have 

been raised. 
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9. Cost Benefit Analysis of the Section 481 Film Tax Credit 
 

9.1 Introduction 
This section deals with the evaluation of the Section 481 (S481) scheme including the Department 

of Finance’s cost benefit analysis (CBA) of the relief, which follows the same process as the CBA 

carried out by the Department on the previous iteration of the scheme in 2012.  

This section begins with a brief overview of the types of productions that availed of the scheme 

from 2015 to 2017, namely: animation, creative documentaries, feature films and TV dramas. Due 

to data availability, the analysis is restricted to the years 2015 to 2017 as the scheme was changed 

from an income tax relief directed at investors to a corporation tax relief directed at the producer 

companies on January 1 2015. There follows an analysis of the budget size of the productions, 

going briefly into total production budget, S481 eligible budget and the corporation tax credits 

received. The next part sets out the progression of the cost of the credit from 2015 to 2017, 

following on from which the trainees employed in productions are discussed. The scheme 

requires a minimum of two trainees per €355,000 of corporation tax credit claimed up to a 

maximum of 8 trainees may be employed on a project. The final section of this chapter deals with 

the CBA carried out by the Department. The economic cost is estimated for the years 2015 and 

2016 as these are the latest years for which tax data are available for production companies that 

availed of the reformed S481 scheme. The economic impact of the scheme is estimated at -€40 

million and -€72.4 million in 2015 and 2016 respectively.  

The aim of the scheme is to provide support to maintain high quality domestic audio-visual 

infrastructure which can thereby support Irish culture. While the CBA incorporates many of the 

benefits attributable to the scheme, a number of significant benefits cannot be quantified and 

hence cannot be incorporated into the CBA. The most significant unquantifiable benefit of the 

scheme, and indeed the purpose of the scheme, is the cultural dividend that it provides the State. 

Other incidental unquantifiable benefits of the scheme include the increased tourism to the State 

as a result of productions locating in Ireland.  

 

9.2 Types of production 
From 2015 to 2017 inclusive there were 288 productions under the Section 481 tax relief scheme. 

These were across the 4 broad genres of animation, creative documentaries, feature films and TV 

drama.  

Figure 1 shows a breakdown of productions by genre. In 2015 feature films were the largest group 

accounting for 25 productions or 34 per cent of productions under the S481 scheme that year. In 

the two years that followed, the largest group was under the creative documentaries heading 

accounting for 36 per cent and 35 per cent of productions in 2016 and 2017 respectively. In 2015, 

the fewest productions came under animation at 12 that year. In 2016 and 2017 TV drama 

accounted for the fewest number of productions. In total, from 2015 to 2017, animation and TV 

drama each accounted for around 18 per cent of total productions under this scheme, creative 

documentaries made up 34 per cent, and the remaining 29 per cent was under the feature film 

heading. 60 

                                                           
60 A list of beneficiaries of the scheme can be found at: https://www.revenue.ie/en/companies-and-

charities/reliefs-and-exemptions/film-relief/beneficiaries-of-film-relief.aspx 

https://www.revenue.ie/en/companies-and-charities/reliefs-and-exemptions/film-relief/beneficiaries-of-film-relief.aspx
https://www.revenue.ie/en/companies-and-charities/reliefs-and-exemptions/film-relief/beneficiaries-of-film-relief.aspx
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Figure 1: Proportion of Production by Type of Production 
 

 

Source:  Department of Finance analysis of data provided by the Revenue Commissioners 

 

Production companies can avail of this scheme once the production meets at least three criteria 

from a list of eight provided in the guidelines.61 Criterion one was met by a significant number of 

productions, namely, that the production contributes to the development of the industry in the 

State and the production contributes to the development and enhancement of the national 

culture. In total from 2015 to 2017, 288 productions qualified for this scheme, all of which acted 

as a stimulus to film-making in Ireland. Furthermore, 275 of those contributed to the development 

and enhancement of the national culture (figure 2). A full list of the qualifying criteria can be found 

in the annex.  

 

                                                           
61 The guidance note on the credit can be found at: https://www.revenue.ie/en/tax-

professionals/tdm/income-tax-capital-gains-tax-corporation-tax/part-15/15-02-04.pdf 
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Figure 2: Does the Production meet the 'National Culture' Criteria? 

 

Source: Department of Finance analysis of data provided by the Revenue Commissioners 2015 – 2017 
 

 

9.3 Budget size 
Data provided by the Revenue Commissioners on the number of productions include the total 

production budget, the S481 eligible budget and the corporation tax credit, each grouped by 

monetary thresholds. The data reflect production company applications to the scheme from 2015 

to June 2018. The majority of productions in this scheme had smaller budgets with 59 per cent 

coming in with a total budget of less than €2 million, 59 per cent also had S481 eligible budgets 

of less than €1 million and 72 per cent of productions had corporation tax credits of less than 

€500,000.  

 

Figure 3: Number of Productions with Total and S481 eligible Budget and CT Credit in 

Thresholds 2015 - 2018 

 
 

Source: Department of Finance analysis of data provided by the Revenue Commissioners 
 

 

Figure 3 illustrates the number of productions that fall within each threshold for budget size, S481 

eligible budget and the ultimate S481 credit to the production. The production can claim the lower 
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of 32 per cent of: 1) the eligible expenditure amount, 2) 80 per cent of the total expenditure or, 

3) €70 million (see the Revenue Commissioners guidance). It is therefore intuitive that the largest 

bar in the first threshold is for the number of firms that received a CT credit of less than €500,000. 

Maximally eligible spend is 80 per cent of total spend and because of this S481 eligible 

expenditure is the second largest bar in this threshold followed by total production budget.    

There were 33 productions in this period with planned budgets greater than €10 million, of which 

11 had an eligible spend of greater than €10 million and 6 are to receive a corporation tax credit 

of more than €10 million. On the other end of the scale 237 claims were made where the CT credit 

to be received was less than €500,000, of these 128 had a S481 eligible budget and 86 a total 

budget of less than €500,000.  

 

9.4 Cost of the credit 
From 2015 to 2017 the estimated cost of the credit has grown from €51.5 million to €100 million. 

As this is a refundable credit, i.e. if the firm’s corporation tax liability is smaller than the credit, 

the Revenue Commissioners will pay the difference to the firm, the estimated cost of the credit is 

not expressed in the form of revenue foregone. It is instead 32 per cent of the firms’ eligible spend 

(or 80 per cent of total spend or of €70 million, whichever is lowest) based on the application 

made to the Revenue Commissioners. Table 1 below shows the progression of the estimated cost 

from 2015 to 2017, the years in which the newly structured scheme was in place. The total 

estimated cost for the credit in these years was €242.5 million.  

As firms can claim the credit in instalments, with the final instalment issued following the 

successful completion of the project, the total estimated cost of the credit has not yet been paid 

out. As per the guidelines on the S481, a compliance report must be submitted by the firm along 

with a report from the firm’s auditors confirming the work on the production was performed as 

required and that the financial requirements were met. From 2015 to 2017, €135.2 million has 

been dispersed to the production companies, or about 56 per cent of the total estimated cost of 

the credit. 

The estimated cost of €242.5 million does not include the full ‘economic cost’ of the relief. When 

one group benefit from a tax expenditure the rest of society must compensate the exchequer for 

the loss of funds through higher taxation. Due to the distortionary effects of taxation the cost to 

society is greater than the cost of the tax expenditure alone.62 The Department of Public 

Expenditure and Reform produces guidelines on the parameters to be used in CBAs.63 The 

parameter for the shadow cost of public funds is 130 per cent of the cost. This implies that for 

each €1 cost of a tax expenditure there is an overall cost to society of €1.30. The final column in 

table 1 shows the estimated cost of the credit including the shadow cost of public funds. From 

2015 to 2017, the total estimated cost of the S481 credit is €315.25 million.  

 

 

                                                           
62 “Report on Tax Expenditures”, Department of Finance, 2014.  

63 https://publicspendingcode.per.gov.ie/technical-references/ 

https://publicspendingcode.per.gov.ie/technical-references/
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Table 1: Estimated cost of credit 
 

Year of Application Estimated Cost of Credit (€m) 
Including shadow cost of public 
funds (€m)64 

2015 €52 €67 

2016 €91 €118 

2017 €100 €130 

TOTAL €243 €315 

   
   

 

9.5 Spending on Labour and Goods and Services 
Figure 4 shows the spending on labour and goods and services by firms availing of the scheme 

from 2015 to 2017. These figures refer only to “eligible expenditure” in Ireland as qualifying for 

the film credit, not to total production spend in Ireland. In 2016 and 2017, TV drama employed 

the most labour. In each year it was also the most labour intensive on a per production basis. TV 

drama had a particularly active year in 2017 with total labour costs of €111.5 million or €5.9 

million per production. Spending on goods and services was generally lower than that on labour, 

both in total terms and per production across years and types of production. TV drama also 

employed the most goods and services per production in each year.  

                                                           
64 Detailed explanations of the shadow price of public funds, in addition to other cost-benefit analysis 

concepts used in this report, are available in Section 1.8. 
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Figure 4: Total Spending on Labour and Goods and Services 
 

 

Source: Department of Finance analysis of data provided by the Revenue Commissioners 
 

 

Figure 5: Spending on Labour and Goods and Services per production 
 

 

Source: Department of Finance analysis of data provided by the Revenue Commissioners 
 

9.6 Trainees 
As evident from the eligibility criteria, an important aspect of the scheme is for the productions 

to act as a stimulus to film-making in Ireland through, among other things, the provision of quality 

employment and training opportunities. The guidelines state that a minimum of 2 trainees for 

each €355,000 of corporation tax credit must be employed up to a maximum of 8 per production. 

Table 2 provides the number of trainees employed each year from 2015 to 2017, as well as the 

number of trainees per production and the number of trainees per €355,000 of corporation credit 

received. 
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Table 2: Number of trainees employed in total, per production and per €355,000 in 
budget expenditure 
 

Year of Application No of Trainees Trainees per production Trainees per €355,000 

2015 259 3.5 1.8 

2016 484 4.3 1.9 

2017 456 4.5 1.6 

Total 1,199 4.2 1.8 
    

    

In 2015, the lowest absolute number of trainees is observed at 259 as well as the lowest number 

per production of 3.5. The highest absolute number was in 2016 at 484. In total over the three 

years there were 1199 trainees employed in S481 productions, an average of 4.2 per production 

and 1.8 per €355,000 in budget expenditure.  

Each year the number of trainees per €355,000 of corporation credit received comes in at less 

than the requirement of 2. This is a result of the ceiling of 8 trainees per production imposed by 

the scheme. The accompanying tax credit implied by the maximum of eight trainees is €1.42 

million (€355,000*4).  Therefore, for any productions that receive more than €1.42 million in 

corporation tax credit, the number of trainees per €355,000 will be less than 2 even while 

employing the maximum number of 8 trainees.  

 

9.7 Cost benefit analysis 
The cost benefit analysis (CBA) of the S481 scheme broadly follows that of the CBA conducted on 

the previous iteration of the scheme (Department of Finance, 2012), which is in line with the 

Department of Public Expenditure and Reform’s Public Spending Code65 and the Department of 

Finance’s “Report on Tax Expenditures”.66   

The data employed in this section are sourced from the Revenue Commissioners and include both 

administrative tax data as well as data provided by production companies applying for the relief 

on the application forms that the firms submit when applying for the S481 credit. Tax data are 

not yet available for the year 2017 and the cost benefit analysis is therefore limited to analysing 

the years 2015 and 2016. 

Before considering the CBA in detail, a number of important concepts involved are worth 

discussing, namely: the shadow price of labour and the deadweight of the scheme. The shadow 

price of public funds has been raised in the cost of the credit section and will be briefly discussed 

here.   

 

                                                           
65 https://publicspendingcode.per.gov.ie/ 

66 http://www.budget.gov.ie/Budgets/2015/Documents/Tax_Expenditures_Oct14.pdf 

https://publicspendingcode.per.gov.ie/
http://www.budget.gov.ie/Budgets/2015/Documents/Tax_Expenditures_Oct14.pdf
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9.8 Cost-Benefit Analysis Concepts 

Shadow price of labour 
The shadow price of labour enters into the CBA as a cost, reducing some of the labour benefits 

attributable to the scheme. This adjustment is made because there is not always a large pool of 

unemployed individuals readily available for projects to draw upon and reflects the opportunity 

cost of the scheme. As a result, production based in Ireland will not reduce unemployment one 

for one with the amount of jobs generated. In a scenario where the economy is in full 

employment, the introduction of a scheme will simply draw employment from other 

sectors/projects and the shadow cost of labour will be 100 per cent, i.e. none of the labour 

benefits associated with the grant/scheme are attributable to it.  

The Department of Public Expenditure and Reform recommends a shadow price of labour of 

between 80 and 100 per cent in Ireland. This should be based on the rate of sectoral 

unemployment, vacancy levels and unfilled vacancies, migration flows, skill levels, and regional 

considerations. This guidance implies that between 0 and 20 per cent of the labour component 

of the scheme may be included as a benefit in the appraisal.   

However, the impact of immigration is accounted for, with some of the shadow price of labour in 

effect added back. This adjustment allows for employment under the scheme being filled through 

additional immigration to Ireland, as the taxes on this labour income are also a benefit of the 

scheme.  

Shadow price of public funds 
As noted in the cost of the credit section, a shadow price must be included to account for the 

distortionary effects of tax on incentives to consume and provide labour. This is because there is 

an assumption that direct or tax expenditures provided to one sector must result in a proportional 

increase in taxation of the rest of the economy. The Public Spending Code in the technical 

guidance advises a shadow price of public funds of 130 per cent, implying that for each €1 given 

in tax expenditures the cost to society is €1.30.  

Deadweight 
As defined in the “Report on Tax Expenditures”, deadweight attempts to capture the activities 

that would have taken place in the absence of the tax expenditure. What this means in practice 

is that the benefits associated with the expenditure should be adjusted downwards to reflect the 

fact that some of these benefits would have occurred in the absence of the tax expenditure. A 

common method of estimating the deadweight of an expenditure is through surveys of 

stakeholders, although this is imperfect as there is no incentive to give accurate estimates.   

In this evaluation, a rather low deadweight figure of 35 per cent is used, which is drawn from the 

CBA conducted in 2012. This figure represents the weighted average of the estimated deadweight 

of incoming and domestic productions in the 2012 analysis. Due to the competition 

internationally to attract productions, incoming productions are assumed to have a very low 

deadweight of 10 per cent, i.e. only 10 per cent of the economic activity associated to these 

productions would have taken place in the absence of the scheme. Domestic productions were 

estimated to have a deadweight of 72 per cent, which was based on the amount of funding 

provided by investors. 

While the Revenue Commissioners do collect data on the sources of funding there is no agreed 

definition of domestic and income productions and therefore calculating a similar estimate was 

not feasible. The point estimate of 35 per cent is therefore the best estimate available. However, 
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by way of comparison, it is worth noting that this is much lower than the 60 per cent parameter 

Forfás recommended using for high potential start-ups.67 

 

9.9 Estimation 
The data employed in the estimation of the cost benefit analysis are sourced from the Revenue 

Commissioners and come from the applications submitted by the firms to avail of the credit as 

well as the associated tax data from 2015 to 2016.  

In particular, the costs of the scheme are estimated by the Revenue Commissioners using the 

submitted applications. Table 1 in the cost of the credit shows the cost of the credit annually from 

2015 to 2017. In total, including the shadow price of public funds (of 130 per cent), the cost over 

the two years under consideration, 2015 and 2016, is €185.3 million. The annual breakdown is as 

follows: €67 million in 2015 and €118.3 million in 2016.  

The annual net economic impact of the S481 tax expenditure factors in both the costs and the 

benefits of the scheme, including shadow prices and grant deadweight, to estimate the cost or 

benefit to society of S481.  

This analysis finds the net annual economic impact of the scheme to be -€40 million and -€72.4 

million in 2015 and 2016 respectively, factoring a shadow cost of labour set at 80 per cent and 

the grant deadweight of the scheme at 35 per cent. Both the shadow cost of labour and the grant 

deadweight use the same parameters used in the 2012 “Economic Impact Assessment of Section 

481 Film Relief”. The figure of 80 per cent is the minimum recommended in the Public Spending 

Code. The  estimated the deadweight of 35 per cent was calculated in the 2012 review of the 

scheme as the weighted average of the incoming and domestic production deadweight, which 

were estimated to be 72 per cent and 10 per cent respectively. The sensitivity analysis in section 

2.1 estimates the economic impact under different parameters for the shadow cost of labour and 

deadweight.  

Below the steps taken to estimate the economic impact for 2016 are presented (the calculations 

for 2015 are presented in the annex). No attempt is made to gauge the cultural impact of the 

S481 tax credit, and this economic cost can therefore be seen as the value society places upon 

the cultural dividend and other unquantifiable benefits accruing in respect of the relief. The 

cultural dividend reflects the benefits to the State of having a successful and dynamic audio-visual 

industry which is supported by the S481 scheme. In addition, incidental benefits accruing to S481, 

which are difficult to quantify and hence not captured in the analysis, include increased tourism 

resulting from productions locating in Ireland.  

Box 1 outlines how the benefits of the scheme are estimated, with further details on the specific 

calculations provided in Boxes 2 and 3. 

                                                           
67 Murphy, A., Walsh, B., and Barry. F. (2003). “The economic appraisal system for projects seeking 

support from the industrial development agencies”, Forfás 
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Box 2 below sets out the calculations of the B1 and B2 benefits for 2016. Detailed data for the 

year 2017 is excluded from the main analysis as data from the Revenue Commissioners on the 

taxes paid in that year is not yet available. As such, 2016 is the most recent year of data which 

predominantly reflects the reformed structure of the film relief. The benefit B1 represents the 

direct wage bill and B2 the indirect wage bill. The indirect wage bill was arrived at by multiplying 

the total spend on goods and services by the labour multiplier. The labour multiplier was found 

to be 0.54 which was calculated using the “Supply and use input output tables” from the CSO68. 

The parameter used in the 2012 report was 0.60. Both the direct and indirect wage bill are 

reduced by the shadow cost of labour to account for the opportunity cost of labour. Total direct 

wages earned by individuals employed on S481 productions plus indirect wages earned by 

individuals resulting from S481 productions was €233.6 million in 2016, this when adjusted by the 

shadow price of labour reduced the total to an estimated €46.7 million.  

 

 

                                                           
68 https://www.cso.ie/en/statistics/nationalaccounts/supplyandusetablesforireland/ 

Box 1: Estimation of Benefits 

GDW = Grant deadweight 
SPPF = Shadow price of public funds 
v = Shadow price of labour 
λ = Proportion of shadow price of labour attributable to immigration 
 
Benefits 
B = [1-GDW]*[(1-v)*B1 + (1-v)*B2 + B3] 
B1 = Direct wage bill 
B2 = Indirect wage bill 
B3 = λ*v*(taxes on direct wage bill) + λ*v*(taxes on indirect wage bill) + Reduction in deadweight 
burden of taxation 
 
Reduction in deadweight burden of taxation = (SPPF-1)[(1-v)*T1 +(1-v)*T2 + T3 + VAT +CT] 
 
T1 = taxes on direct wage bill + savings in social welfare 
T2 = taxes on indirect wage bill 
T3 = λ*v*(taxes on direct wage bill) + λ*v*(taxes on indirect wage bill) 
VAT = net Value Added Taxes  
CT = Corporation Taxes  

Box 2: Direct and indirect labour benefits in 2016 

(1) Direct wages (B1) = €164.7 million 

(2) Materials and services = €127.6 million 

(3) Indirect wage bill (B2) =  ((materials and services)*0.54) = €68.9 million 

(4) Total wages ((1) + (3)) = €233.6 million 

(5) Total wages reduced by shadow cost of labour ((4)* (1-0.8) = €46.7 million   

(1-v)(B1 + B2) = Labour benefit = €46.7 million 

https://www.cso.ie/en/statistics/nationalaccounts/supplyandusetablesforireland/
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Box 3 estimates the B3 element of the benefits associated with the scheme. Taxes are included in 

the labour component of the benefits (B1 and B2) but their contribution to the reduction in the 

burden and distortions of taxation are not. The purpose of the B3 term is to account for this gain 

to society, along with the benefits of the taxes on employment filled through immigration. 

Earnings of foreign workers are removed from the labour component (B1 and B2) through the 

shadow price of labour reduction, though the taxes on these earnings are a benefit to Irish society 

and they are added back here through the T3 term. The T3 term reflects taxes paid by foreign 

workers to the Irish Revenue Commissioners and therefore it also appears in the reduction in 

deadweight burden of taxation.  

T1 represents the tax on direct wages and must be reduced by the shadow price of labour to 

reflect the fact that a portion of those employed will have come from other jobs and increased 

employment in S481 productions will not reduce the unemployment level one for one. T2 

represents the tax on indirect wages and again must be reduced by the shadow price of labour. 

Included within the T1 term, and thusly the B3 term, are savings in social welfare. Social welfare 

savings are calculated using estimations of the full time equivalent (FTE) employees employed by 

S481 productions, which was produced by the Revenue Commissioners. In 2016 the Revenue 

Commissioners estimate the number of employees directly engaged in S481 productions to be 

2,158. The number of FTEs indirectly employed as a result of S481 productions is estimated by 

dividing the direct wage bill by the number of direct FTEs estimated by the Revenue 

Commissioners, which will provide a figure on the “wages per FTE”. The indirect wage bill is then 

by divided by the “wages per FTE” figure to estimate the number of indirect FTEs. The number of 

FTEs indirectly employed as a result of S481 production is estimated to be 902. 

The final element of B3 includes the addition of some of the taxes that were subtracted in T1 and 

T2 in the shadow price of labour deductions. This element is added back to the benefits of the 

scheme to account for immigration to Ireland of those employed on S481 productions. Such 

workers’ tax revenue would not have been collected in Ireland in the absence of the scheme. This 

is represented by λ in the equation, which takes the value of 55 per cent as with the 2012 

evaluation. This tax revenue is included as a standalone benefit and also in the part of the 

equation that compensates for the distortionary effect of taxation.  

Finally, the tax receipts are scaled by the shadow price of public funds as they add to the take of 

the exchequer and therefore reduce the burden on others. Because of the distortionary effect of 

taxation on incentives this implies that society’s benefit is larger than the monetary benefit to the 

State, the parameter used is 30 per cent (i.e. 130 per cent – 100 per cent to estimate the impact 

of reduced distortionary effects).  
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The total benefits of the scheme are the sum of the three elements reduced by the grant 

deadweight. The grant deadweight used in this analysis is 35 per cent, implying that 65 per cent 

of the perceived benefits are attributable to the tax expenditure alone. Box 4 presents these 

results for 2016 showing that the total perceived benefits to the scheme are €70.6 million. This is 

reduced to €45.9 million when the grant deadweight is included.  

When weighed against the cost including the shadow cost of public funds of €118.3 million it is 

found that the net economic impact of the S481 scheme is -€72.4 million in 2016. The economic 

impact for 2015 is estimated to be -€40 million and the calculations can be found in the annex.  

 

Box 3: Tax benefits in 2016 

(1) Taxes on direct wages = €26.8 million 

(2) Taxes on direct wages reduced by shadow cost of labour [(1)*(1-0.8)] = €5.4 million 

(3) Indirect wages = €68.9 million 

(4) Estimated Taxes on indirect wages ((3)*0.16) = €11.2 million 

(5) Taxes on indirect wages reduced by shadow cost of labour [(4)*(1-0.8)] = €2.2 million 

(6) Social welfare savings = €30 million 

(7) Social welfare savings reduced by shadow cost of labour [(6)*(1-0.8)] = €6 million 

(1-v)*T1 + (1-v)*T2 = (2) + (5) + (7) = €13.6 million  

(8) Taxes on direct wages reduced by λ and shadow cost of public funds [(1)*0.55*0.8] 

 = €11.8 million 

(9) Taxes on indirect wages reduced by λ and shadow cost of public funds [(4)*0.55*0.8] 

= €4.9 million 

Total adjustment for λ [(8) + (9)] = T3 = €16.7 million 

B3 = T3 + TDW [(1-v)*T1 + (1-v)*T2 + T3 + VAT + CT] 

= €16.7 million + (1.3-1)*[€13.6 million + €16.7 million + (-€7.5) million +              

€1.1 million]  

B3 = €23.9 million     

Box 4: Net economic impact of S481 

 Benefits = B = B1 + B2 + B3 = €46.7 million + €23.9 million  

 Total Benefits = €70.6 million 

 Benefits reduced by deadweight = €45.9 million  

 Total cost (cost*Shadow price of public funds) = €118.3 million 

Net Economic cost in 2016 = -€72.4 million 

Note: due to rounding individual totals may not total  
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9.10 Sensitivity analysis 
As part of the CBA, a sensitivity analysis was undertaken to assess under what circumstances the 

S481 tax expenditure provided a positive economic impact (before consideration of the 

unquantifiable benefits). This analysis is presented in table 3 below. In this table it can be seen 

that only under the conditions in the top right hand corner there is a positive economic impact 

from the tax expenditure. In the evaluation the minimum recommended shadow price of labour 

was used and as shown in table 3 there are no circumstances where there is a net benefit to 

society with the shadow price of labour parameter at 80 per cent. Under lower than 

recommended parameters for the shadow price of labour combined with a low grant deadweight 

there are net benefits to society from the tax expenditure. From this analysis we can assume with 

relative certainty that there is a net welfare loss to society with this S481 scheme before 

consideration of the unquantifiable benefits such as the cultural dividend or the increased tourism 

resulting from productions locating in Ireland. The sensitivity analysis for 2015 can be found in 

the annex.  

Table 3: Sensitivity analysis of the Department of Finance CBA results for 2016 
 

Shadow price of 
labour  100% 80% 60% 50% 40% 30% 20% 

Deadweight          

10% -€95.58 -€54.75 -€13.91 €6.50 €26.92 €47.34 €67.75 

20% -€98.10 -€61.81 -€25.51 -€7.36 €10.78 €28.93 €47.08 

35% -€101.89 -€72.40 -€42.91 -€28.16 -€13.42 €1.33 €16.07 

40% -€103.15 -€75.93 -€48.71 -€35.10 -€21.49 -€7.88 €5.74 

50% -€105.68 -€82.99 -€60.31 -€48.97 -€37.62 -€26.28 -€14.94 

60% -€108.20 -€90.05 -€71.91 -€62.83 -€53.76 -€44.68 -€35.61 

70% -€110.73 -€97.12 -€83.50 -€76.70 -€69.89 -€63.09 -€56.28 

80% -€113.25 -€104.18 -€95.10 -€90.57 -€86.03 -€81.49 -€76.95 

90% -€115.78 -€111.24 -€106.70 -€104.43 -€102.16 -€99.90 -€97.63 
        

Note: All costs are in millions of Euro (€m). 

9.12 Future Assessment Considerations 
In line with the Tax Expenditure Guidelines, this review notes that detailed future assessments of 

the Section 481 film relief will be contingent upon the availability of quality data. As discussed in 

earlier sections, this review’s analysis has been constrained by limited data availability due to the 

inherent lag effects associated with production completions and relief filings since the relief’s 

structural reform in January 2015. A further difficulty for any assessments of this industry lies in 

the large proportion of third-party contracts involved in these sectors – oftentimes sourced 

internationally. This implies that the cost and labour figures collected by the Revenue 

Commissioners may not reflect the entirety of what is borne by the production companies 

themselves. 

While this is an interim three-year review of the scheme, the more detailed five-year review will 

warrant more detailed data. Future evaluations would be supported by the collection of more 

detailed data with regards to third-party contracted labour (both contract employment and cost 

figures), in addition to details on employment activities of trainees (e.g. hours worked, nature of 

employment). Furthermore, breakdowns of the types of production (e.g. animation, 

documentary, etc.), budget size, sources of funding, labour and capital costs, and full time 
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employee equivalents for both employee and trainee numbers in particular, on a per-production 

basis would allow for a cross-analysis of these pivotal themes. 

The Department notes that these recommendations are contingent upon the feasibility for the 

Revenue Commissioners to undertake the necessary changes involved.  

 

9.13 Conclusion 
This review conducts a descriptive and cost-benefit analysis of the Section 481 film relief scheme 

which was reformed in January 2015. Using data from 2015 – 2017 from the Revenue 

Commissioners, the characteristics of productions availing of this scheme are briefly examined, 

and a subsequent cost-benefit analysis is undertaken predominantly for the year 2016.  The direct 

cost of this credit over the three years has amounted to approximately € 243 million, rising to a 

cost of approximately €315 million with the inclusion of the shadow cost of public funds. 

The most common production types involved in this scheme are creative documentaries, followed 

by feature films. The vast majority (95 per cent) of applications for the relief from 2015 – 2017 

have passed the Department of Culture, Heritage, and the Gaeltacht’s qualifying criteria which 

state that the production must contribute to the development of the domestic film industry and 

enhance national culture. The purpose of the S481 scheme is to contribute to the development 

of a successful and dynamic audio-visual industry in Ireland contributing to the promotion of 

culture in the State, which can be referred to as the cultural dividend of the scheme. 

Production budget sizes range under €500,000 to over €10 million – indicating that the scheme is 

assists both small and large scale productions. TV dramas had the highest costs for both labour 

and goods/services per production. The scheme was associated with almost 1,200 trainees over 

the period 2015 – 2017, though information on full-time equivalents or the nature of trainee tasks 

is not available. 

The Department’s cost-benefit analysis examines the economic cost and benefits of the scheme 

for the year 2016, while taking into account standard estimates of the shadow price of labour, the 

shadow price of public funds, and grant deadweight - subject to data availability. The total result 

of the cost-benefit analysis is a net economic cost to society of €72 million in 2016, before 

consideration of the cultural dividend and other unquantifiable benefits. The average net 

economic cost for 2015 and 2016 was €56.2 million. Sensitivity analyses provide strong evidence 

that a net economic cost to society is a reliable conclusion from the cost-benefit study, when the 

quantifiable benefits alone are included in the analysis. It is worth noting that many jurisdictions 

have schemes to support the development of a successful audio-visual sector such as the UK, 

France, Australia and Canada, as noted in the “Review of International Audiovisual State 

Supports”69 and for this reason the grant deadweight for incoming productions was set at just 10 

per cent in the 2012 review. Given the range of schemes open to productions internationally the 

S481 corporation tax credit can act as a catalyst in incentivising international productions to locate 

in Ireland.     

However, it is important to highlight that data constraints and the unquantifiable nature of the 

cultural return to society make it difficult to capture the entirety of economic benefits associated 

with this relief. In particular, no attempt has been made to quantify the cultural impact of this 

                                                           
69 Available at: https://taxpolicy.gov.ie/wp-content/uploads/2012/12/Report-on-International-Review-of-

Audio-Visual-State-Supports-2012.pdf 

https://taxpolicy.gov.ie/wp-content/uploads/2012/12/Report-on-International-Review-of-Audio-Visual-State-Supports-2012.pdf
https://taxpolicy.gov.ie/wp-content/uploads/2012/12/Report-on-International-Review-of-Audio-Visual-State-Supports-2012.pdf
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scheme. Indeed, being a location for high profile productions greatly benefits Ireland’s domestic 

film industry, providing support to maintain high-quality domestic audio-visual infrastructure 

which can thereby support Irish culture, which is the main purpose of the scheme. In this regard, 

the net economic cost can be interpreted as the revealed value which society implicitly places on 

this cultural dividend. Other incidental benefits include increased tourism to Ireland as a result of 

big budget productions choosing to locate in Ireland, which is not incorporated on the benefits 

side of the CBA.   

Finally, the review recommends several grounds upon which more detailed data collection could 

be implemented in order to facilitate a high-quality assessment of this scheme in its future five-

year review.  
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 Annex  

Eligibility criteria for S481 productions  
The decision on whether to authorise a film project will require a film to meet three of the 

following criteria and the producer should indicate their compliance with these criteria in the 

covering letter accompanying their application.  

 The project is an effective stimulus to film-making in Ireland and is of importance to the 

promotion, development and enhancement of creativity and the national culture through 

the medium of film, including, where applicable, the dialogue/ narration is wholly or 

partly in the Irish language or the production of a full Irish language version of the film is 

included as part of the total budget for the film. 

 The screenplay (or, in the case of a documentary film, the textual basis) from which the 

film is derived is mainly set in Ireland or elsewhere in the EEA. 

 At least one of the principal characters (or documentary subjects) is connected with Irish 

or European culture.  

 The storyline or underlying material of the film is a part of, or derived from, Irish or 

European culture and/or heritage; or, in the case of an animation film, the storyline 

clearly connects with the sensibilities of children in Ireland or elsewhere in the EEA.  

 The screenplay (or textual basis) from which the film is derived is an adaptation of an 

original literary work. 

 The storyline or underlying material of the film concerns art and/or an artist/artists. 

 The storyline or underlying material of the film concerns historical figures or events.  

 The storyline or underlying material of the film addresses actual, cultural, social or 

political issues relevant to the people of Ireland or elsewhere in the EEA; or, in the case 

of an animation film, addresses educational or social issues relevant to children in Ireland 

or elsewhere in the EEA. 

 

The following types of film, produced on a commercial basis with a view to the realisation of 

profit and produced wholly or principally for exhibition to the public in cinemas or through 

broadcasting, are eligible for certification:   

 Feature film,  

 Television drama,  

 Animation (whether computer generated or otherwise, but excluding computer 

games), or 

 Creative Documentary 
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Estimating the Economic Impact of the S481 scheme in 2015 

 

Box 5: Direct and indirect labour benefits in 2015 

(1) Direct wages (B1) = €98.7 million 

(2) Materials and services = €70.0 million 

(3) Indirect wage bill (B2) =  ((materials and services)*0.54) = €37.8 million 

(4) Total wages ((1) + (3)) = €136.5 million 

(5) Total wages reduced by shadow cost of labour ((4)* (1-0.8) = €27.3 million   

(1-v)(B1 + B2) = Labour benefit = €27.3 million 

Box 6: Tax benefits in 2015 

(1) Taxes on direct wages = €15.7 million 

(2) Taxes on direct wages reduced by shadow cost of labour [(1)*(1-0.8)] = €3.1 million 

(3) Indirect wages = €37.8 million 

(4) Estimated Taxes on indirect wages ((3)*0.16) = €6.0 million 

(5) Taxes on indirect wages reduced by shadow cost of labour [(4)*(1-0.8)] = €1.2 million 

(6) Social welfare savings = €17.0 million 

(7) Social welfare savings reduced by shadow cost of labour [(6)*(1-0.8)] = €3.4 million 

(8) (1-v)*T1 + (1-v)*T2 = (2) + (5) + (7) = €7.7 million  

(9) Taxes on direct wages reduced by λ and shadow cost of public funds [(1)*0.55*0.8] 

 = €6.9 million 

(10) Taxes on indirect wages reduced by λ and shadow cost of public funds [(4)*0.55*0.8] 

= €2.6 million 

Total adjustment for λ [(8) + (9)] = T3 = €9.6 million 

B3 = T3 + TDW [(1-v)*T1 + (1-v)*T2 + T3 + VAT + CT] 

= €9.6 million + (1.3-1)*[€7.7 million + €9.6 million + (-€2.3) million +              

€0.5 million]  

B3 = €14.2 million     

Box 7: Net economic impact of S481 

 Benefits = B = B1 + B2 + B3 = €27.3 million + €14.2 million  

 Total Benefits = €41.5 million 

 Benefits reduced by deadweight = €27.0 million  

 Total cost (cost*Shadow price of public funds) = €67.0 million 

Net Economic cost in 2016 = -€40.0 million 

Note: due to rounding individual totals may not total  



 

 

237 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 4: Sensitivity analysis of the Department of Finance CBA results for 2015 
 

Shadow price of 
labour  100% 80% 60% 50% 40% 30% 20% 

Deadweight          

10% -€53.47 -€29.60 -€5.73 €6.21 €18.14 €30.08 €42.01 

20% -€54.96 -€33.75 -€12.53 -€1.92 €8.69 €19.30 €29.90 

35% -€57.21 -€39.97 -€22.73 -€14.11 -€5.49 €3.12 €11.74 

40% -€57.96 -€42.05 -€26.13 -€18.18 -€10.22 -€2.27 €5.69 

50% -€59.46 -€46.20 -€32.94 -€26.31 -€19.68 -€13.05 -€6.42 

60% -€60.96 -€50.35 -€39.74 -€34.44 -€29.13 -€23.83 -€18.52 

70% -€62.46 -€54.50 -€46.54 -€42.56 -€38.59 -€34.61 -€30.63 

80% -€63.95 -€58.65 -€53.34 -€50.69 -€48.04 -€45.39 -€42.74 

90% -€65.45 -€62.80 -€60.15 -€58.82 -€57.50 -€56.17 -€54.84 
        

Note: All costs are in millions of Euro (€m). 
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Executive Summary 

Introduction and background 

Indecon International Economic Consultants (subsequently referred to as Indecon in the report) is a leading 
firm of research economists. Following a competitive tender, Indecon was appointed by the Minister for 
Finance to undertake this ex-post cost-benefit analysis (CBA) of the Help to Buy (HTB) incentive. The HTB 
scheme was announced in July 2016 as part of the Rebuilding Ireland: Action Plan for Housing and 
Homelessness. One of the policy aims of the HTB initiative is to assist first-time buyers of new homes to 
fund the deposit required under the Central Bank’s macro-prudential rules. The other main policy aim is to 
encourage the building of additional new properties. By restricting the initiative to certain categories of 
new dwellings, it was anticipated that the increase in effective demand for affordable new-build homes 
could encourage the construction of an additional supply of such properties. Indecon notes that the time 
limited nature of the HTB scheme is likely to represent an incentive for contractors to accelerate 
construction where feasible. 

Indecon was previously commissioned in 2017 by the Minister for Finance to conduct an independent 
interim assessment of the HTB, which was published as part of the Budget 2018 documentation. The 
analysis undertaken in this report constitutes a technical economic ex-post evaluation of the overall costs 
of the HTB to date and a quantification of the benefits of the incentive.  The analysis is aligned with the 
relevant requirements of the Public Spending Code and the Department of Finance’s Tax Expenditure 
Guidelines.   

Indecon’s methodological approach in this report has included the following: 

 Analysis of available data on property prices, rents and housing supply; 

 Survey of HTB contractors: 

 New econometric analysis of the impact of the HTB incentive on the prices of new homes; 

 Detailed data from a number of large contractors of changes in the prices of similar housing units 
in individual developments since the HTB was introduced; 

 Inputs from representative bodies and other stakeholders; and 

 Formal cost-benefit analysis modelling of the incentive. 

Indecon notes that the scheme is a relatively limited measure. The incentive is restricted to a segregated 
component of the overall market, namely new homes below a certain price level which will be occupied as 
a residence by a first-time purchaser. Despite the limited nature of the measure, Indecon, as noted in our 
interim report, believes that great care is needed in considering the costs and benefits of any property-
based incentives as there is a significant risk of unintended consequences.  In a previous review of property-
based tax incentives undertaken in 2005 for the Department of Finance, Indecon highlighted that, in many 
cases, property-based tax incentives had increased property prices and that there was no market failure or 

justification for the incentives.70 The previous incentives also encouraged investors and are likely to have 

contributed to the oversupply of properties in the Irish economy. As noted in Indecon’s preliminary 
evaluation of the HTB completed in 2017, the HTB scheme is different and was introduced at a time where 
instead of excess supply, there is evidence of significant undersupply of housing in the Irish market. There 
is, however, a danger that any incentive provided to buyers could result in higher prices. This highlights the 
importance of an assessment of the fundamental economic determinants of property prices and the factors 
influencing supply. In a market where the supply of new housing is low and the economy is expanding, the 

                                                           
70 Indecon Review of Property-Based Tax Incentives Scheme, Report for the Department of Finance, 

October 2005. 
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resultant misalignment between supply and demand will, unless addressed, result in a continuing rise in 
prices.  This was highlighted in our interim evaluation and is confirmed by the current cost-benefit appraisal. 

Developments in the Housing Market in Ireland  

The following figure illustrates the upward trend in the Residential Property Price Index (RPPI). This shows 
that property prices were rising significantly prior to the introduction of the HTB and have continued to 
increase since 2016 after the HTB was introduced.  The most recent figures, however, suggest some slowing 
down of price rises in Dublin. 

 Monthly Property Price Index 2011-2018 

 
Source: CSO Data 
Note: Red line denotes announcement of HTB in July 2016. 

 

On the supply side, there has been year-on-year growth in completions since 2014, with 14,446 completions 
in 2017 compared to 9,915 in 2016. While there has been a significant increase in the number of new 
dwellings completed, the number completed remains significantly below the level required to meet 
demand. The ESRI have estimated that housing demand is likely to be around 27,000 units in 2018, rising 
to 30,000 per annum by 2024 based on the rate of population growth and new household formation.71  This 
reinforces the critical importance of addressing supply problems.  

 

 Annual Dwelling Completions – 2011-2018 

Year Dwelling Completions % Change from Previous Year 

2011 6,994 - 

2012 4,911 -29.8% 

2013 4,575 -6.8% 

2014 5,518 20.6% 

2015 7,219 30.8% 

2016 9,915 37.3% 

2017 14,446 45.7% 

2018 Q1* 3,526 26.9% 

 Source: Indecon analysis of Department of Housing Data 

                                                           
71 ESRI, 2016, “Ireland’s Economic Outlook: Perspectives and Policy Challenges” 
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The Greater Dublin Area (GDA) has accounted for over half of all residential commencements since March 

2014. The below figure shows the movement in planning permissions granted. 2018 Q1 experienced the 

highest number of planning permissions since Q1 2010.  

 Planning Permission Applications Granted for Dwellings (2010 Q1 – 2018 Q1) 

 

 Source: CSO Data 
 

The imbalance between supply and demand for housing has also been reflected in rental values. The table 
below illustrates the percentage increase in monthly rents since 2011. Average rents have increased by a 
third in Dublin and Cork over this period.  

 

Percentage Increase in Average Monthly Rents Since 2011 

 % Increase in Monthly Rents Since 2011 

Dublin 34% 

Wicklow 25% 

Kildare 30% 

Cork City 33% 

Galway City 29% 

Limerick City 11% 

 Source: Indecon analysis of CSO data 

 

A key issue of relevance to the cost-benefit appraisal of the HTB incentive concerns changes in affordability. 
The following table shows the ratio of average total annual earnings to average house prices. This suggests 
that housing affordability improved post 2010 as a result of the collapse in property prices but has been 
consistently deteriorating since 2013. It should also be noted that the macro-prudential rules imposed on 
mortgage lenders by the Central Bank have placed a further constraint on access to mortgage financing by 
increasing the size of the deposit required by mortgage applicants. The required loan-to-value (LTV) ratios 
and loan-to-income (LTI) ratios have impacted on those seeking to purchase a home. The affordability of 
housing has, in part, been eased for those first-time purchasers of new housing who qualify for the Help to 
Buy scheme. 
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Research undertaken by the Central Bank in 201672 indicated that between mid-2014 and 2016 the time 
required to accumulate the savings needed for a deposit for a mortgage increased in Dublin by between 
one and two years and by under a year in other areas. Updated analysis undertaken by Indecon for this 
cost-benefit study suggests that the time-to-save has increased significantly since 2016. This reflects the 
ratio between average earnings and average house prices. 

Housing Affordability – Ratio of Average Earnings to Average House Prices 

 2010 2011 2012 2013 2014 2015 2016 2017 

Ratio of average earnings to 
average house prices 

7.1 6.3 5.6 5.7 6.0 6.2 6.8 7.3 

 Source: Indecon analysis of CSO data 

Evidence of the Impact of Help to Buy 

Impact of Help to Buy on House Prices 

An analysis of the housing market presented earlier demonstrated the increase in Irish property prices and 
the imbalance between supply and demand. Property prices are influenced by a number of factors and 
reflect the relationship between demand and supply as well as changes in the costs of house building. This 
is a critical issue as if the HTB incentive led to an increase in prices of 5% relative to the counterfactual 
scenario without HTB, this would be equal to the average HTB payment made to most purchasers. 

In order to consider what impact the HTB incentive may have had on prices, Indecon has undertaken 
econometric modelling to help to inform an assessment of the impact, if any, of the incentive on house 
prices. Indecon’s econometric models suggest that prices of dwellings may have increased marginally since 
the introduction of HTB above what would otherwise have been experienced in the absence of the 
incentive.  We note, however, that there were also changes in loan-to-value and loan-to-income rules over 
this period which may have impacted on prices and so it is difficult to identify any significant discrete impact 
on prices from this relatively limited HTB incentive. Our econometric analysis, however, suggests a minor 
impact on prices of 0.028 percent arising from the HTB. Caution should be exercised in interpreting these 
estimates in view of the inevitable uncertainty in disentangling the impacts of different factors. 

 Main Findings of Econometric Models of Impact of HTB Incentive on House Prices 

 (1) 

OLS 

(2) 

Prais Winston 

VARIABLES   

t_date0 8.03e-05*** 8.61e-05*** 

 (1.94e-06) (2.02e-06) 

d_htb6k -3.28e-05 -0.0183*** 

 (0.00399) (0.00413) 

d_new 0.0647*** 0.0637*** 

 (0.00385) (0.00385) 

d_new_d_htb6k_t_date0 0.000277*** 0.000274*** 

 (2.36e-05) (2.37e-05) 

Constant 11.68*** 11.69*** 

 (0.0130) (0.0131) 

Observations 312,699 312,699 

R-squared 0.295 0.295 

 Source: Indecon analysis 

Unpublished hedonic regression analysis undertaken by Professor Ronan Lyons of TCD for five regions since 
2015 seems to suggest a growing premium for new homes. A large but static premium would be consistent 

                                                           
72 Kelly, Connor & McCann, Fergal, 2016. "Rental markets, savings and the accumulation of mortgage deposits," Quarterly 

Bulletin Articles, Central Bank of Ireland, pages 56-70, October. 

https://ideas.repec.org/a/cbi/qtbart/y2016m10p56-70.html
https://ideas.repec.org/s/cbi/qtbart.html
https://ideas.repec.org/s/cbi/qtbart.html
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with new homes being of higher quality, but a growing premium may suggest something else is impacting 
on price changes for new homes. Indecon also notes that it is possible that there are different prices 
movements for HTB starter homes compared to all new homes. 

 

 Regression Coefficient for New Residential Developments by Region   

  

 Source:  Estimates provided to Indecon in July 2018 by Professor Ronan Lyons, Trinity College, Dublin. 

Given that it is possible that changes in the overall prices of new housing may not be an accurate measure 
of price changes for those residential units which have qualified for HTB, in the previous 2017 report 
Indecon obtained data on price movements for a number of comparable houses in the same developments.  
This showed price variance by type of houses.  (For example, prices in 2017 increased faster for 3-bed 
terrace houses than for 3-bed end-of-terrace).  A summary of the average price charged for 3-bed HTB 
houses from our 2017 report are included in the table below. 

Unweighted Average Growth Rates of Price All 3-Bed New HTB Houses 

2015 Q4 0.3% 

2016 Q1 0.0% 

2016 Q2 0.3% 

2016 Q3 0.4% 

2016 Q4 -1.1% 

2017 Q1 4.6% 

2017 Q2 3.3% 

Source:  Indecon Impact Assessment of the Help to Buy Tax Incentive, 2017  

 

 

 

For this study we obtained insights on how prices for new build units which qualified for HTB have changed 
since Q2 2017.  This is for a different group of housing developments than our previous research and so the 
figures are not directly comparable and do represent a consistent price series. The figures, however, are 
informative in highlighting how prices for HTB new builds have changed over the past year. The figures are 
representative of houses which would qualify for HTB in over 19 different housing sites and account for 
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over 1,600 of house sales over the period. Indecon notes that the evidence suggests that house price 
inflation for starter units for first-time buyers appears more constrained than overall new house price 
inflation and the most recent figures suggest a slowing down in price increases.  

 

 Price Changes for HTB 3-beds in Case Study (2017 Q3 -2018 Q2) 

  Average Median 

2017 Q3 1.4% 1.4% 

2017 Q4 1.6% 1.0% 

2018 Q1 3.5% 1.8% 

2018 Q2 0.6% 0.0% 

 Source: Indecon analysis of data provided by contractors/auctioneers 2018 

 

In considering the impact of the incentive on prices, Indecon notes that house price inflation for properties 
which qualify for HTB are influenced by overall build cost inflation and other supply/demand factors and 
not just by the HTB incentive. Housing cost inflation in turn is impacted by any changes required to adhere 
to enhanced building regulations, as well as changes in material costs, labour costs and the cost of sites.   
On building regulations, there has been revisions to Part L (conservation of fuel and energy) and Part H 
(drainage and waste water disposal) regulations.  We also note that nZEB (near Zero Energy Building) on 
Part L regulations.  In addition, house prices are impacted by changes in the costs of purchasing sites. The 
cost of sites in turn are influenced by zoning policies and shortages in the availability of zoned lands 
inevitable impacts on housing prices.73  

The evidence considered in this report suggests that while there may have been a very small increase in 
prices attributable to the introduction of the HTB incentive, the primary driver of house prices remain wider 
economic conditions and the continued misalignment between demand and supply. There is, however, 
merit in continuing to monitor HTB house prices.  

 

Impact of Help to Buy on Housing Supply 

The available evidence suggests that following the introduction of the Help to Buy incentive there was a 
marked increase in supply. Indecon would caution against attributing this only to the HTB incentive. In 
terms of the impact on supply, over 70% of respondents to Indecon’s survey of registered qualifying 
contractors indicated that the scheme encouraged them to build additional new units. Indecon believes 
that factors other than the HTB are significant in influencing levels of supply.  However, our research 
suggests that the incentive is likely to have had an impact on the supply of housing in some price categories. 
The HTB may also impact on the mix of housing units on offer in the market.  

 

 Views of Respondents on Impact of HTB on the Decision to Build Additional New Housing 
Units 

  
Encouraged Building of 

Additional Units  
Resulted in Building 

Fewer Units  
No Impact on Number of 

Units 

Percentage of 
Respondents 

72.7% 0.0% 27.3% 

                                                           
73 The implications of bottlenecks on the supply of land resulting in higher site prices due to 

inappropriate zoning restrictions has been raised for many years by a number of economists.  For 

example, as far back as 1997 this was raised by Gray, AW in Challenges to Ireland in the Integrated 

European Union, in Ireland in the Coming Times.  Essays to Celebrate T.K. Whitakers’s 80 years.  

Published by the IPA 1997, page 51.  
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 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

 

Impact of Help to Buy on Affordability 

In modelling the affordability benefits, Indecon replicated a methodology previously utilised by the Central 
Bank of Ireland in estimating the time required to save for a mortgage deposit. This analysis relies on 
assumptions regarding the incomes of HTB claimants and the nature of their mortgage approval loan-to-
income (LTI) ratios.  

Indecon has modelled the impact of the incentive on affordability for claimants in terms of the time 
required to save for a mortgage deposit. The impact of the HTB assistance differs depending on the nature 
of the HTB claimant in terms of income and mortgage loan-to-income levels and other factors. The findings 
of Indecon’s modelling show that the availability of HTB has reduced the time to save for all claimants and 
improved the overall affordability of housing for these individuals. Almost two-thirds (64.1%) of 
respondents to Indecon’s survey of registered qualifying contractors suggested that the Help to Buy Scheme 
resulted in a very significant improvement in the affordability of housing.   

 

Costs and Benefits of Help to Buy Included in Cost-benefit Analysis 

The main costs of HTB are the costs of the claims made under the scheme. The following figure illustrates 
the direct costs of HTB claims. As of July 2018, the direct total cost to the Exchequer of the HTB claims was 
€110 million. We also include an indicative cost of administering the scheme of €3 million. When adjusting 
this cost for the shadow cost of public funds of 130%, the costs of the incentive for inclusion in the CBA 
modelling increases to €147 million.  

 

 Costs of HTB Incentive Accounting for Shadow Cost of Public Funds  

Direct Cost of HTB Incentive Claims to Date €143.1 Million 

Administrative Costs €3.9 Million 

Total Costs €147 Million 

 Source: Indecon analysis of Revenue Commissioners’ Data   

 

The benefits of the incentive included in the ex-post cost-benefit analysis focus on the impact of the 
incentive on housing affordability and on the quality of housing.  We also consider any impact of the 
incentive on housing supply. In our analysis we adjust the estimated benefit to take account of economic 
deadweight.74  We also adjust our estimates for any impacts due to the small increase in property prices 
attributed to the HTB incentive. The Indecon cost-benefit analysis (CBA) model includes an estimate of 
some additional taxation revenue accruing to the Exchequer due to sales of properties purchased by HTB 
recipients and the benefits of the HTB incentive on the supply of new housing.  While overall tax receipts 
are large for new HTB house sales, we have only included a very small element of the tax as an economic 
benefit in our CBA (namely 7.2% of tax revenues). This reflects our judgement that there are very high levels 
of deadweight in such tax receipts. 

The following table outlines the findings of the baseline CBA model. The model suggests that the HTB 
incentive has had a small positive net impact since its introduction with a benefit-cost ratio of 1.28. If the 
price of new HTB units was to increase due to the incentive, the net benefit would be reduced. This 
highlights the risks of any demand incentive in a market where supply is constrained. It also confirms the 
merits of restricting the incentive to first-time buyers of certain priced housing and the restriction to 

                                                           
74 Technically “the deadweight concept refers to the likelihood that an outcome or benefit would have 

occurred” without the incentive.  See Gray. AW. “A Guide to Evaluation Methods”, Published by Gill and 

Macmillan, 1995, p6. 
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purchasers who are seeking housing as their residence.  These design factors are likely to have reduced any 
price impacts of the incentive. 

 

 Findings of Baseline CBA Model  

 € Millions 

Costs  

Cost of Claims (Adjusted for Shadow Cost of Public Funds) 143.1 

Administrative Costs (Adjusted for Shadow Cost of Public Funds) 3.9 

  

Total Costs 147.0 

  

Tax Revenue Benefits   

Gross 316.1 

Net of Deadweight 22.81 

  

Value of the Reduction in Time to Fund a Deposit  

Total 126.3 

Net of Deadweight 90.6 

   

Savings from Lower Mortgage Payments than Rent  

Total 23.9 

Net of Deadweight 23.2 

   

Supply Benefit   

Total 14.8 

Net of Deadweight 13.2 

   

Housing Quality  

Total 61.4 

Net of Deadweight 38.9 

   

Total Benefits 188.8 

  

Net Benefits 41.7 

BCR 1.28 

 Source: Indecon analysis  
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The usual disclaimer applies, and all of the analysis and judgments in this independent report are the 
responsibility of Indecon economists. 

 

11 Introduction and Background 

Introduction 

Indecon International Economics Consultants is a leading firm of research economists 
(subsequently referred to as Indecon in the report).  Following a competitive tender, Indecon was 
appointed by the Minister for Finance to undertake this technical ex-post cost-benefit analysis 
(CBA) of the Help to Buy (HTB) incentive. 

 

Background and Context 

The background to this ex-post cost-benefit analysis of the Help to Buy scheme is the 
announcement of the scheme in July 2016 as part of the Rebuilding Ireland: Action Plan for 
Housing and Homelessness. One of the policy aims of the HTB initiative is to assist first-time 
buyers of new homes to fund the deposit required under the Central Bank’s macro-prudential 
rules. The other main policy aim is to encourage the building of additional new properties. By 
restricting the initiative to certain categories of new dwellings, it was anticipated that the increase 
in effective demand for affordable new-build homes could encourage the construction of an 
additional supply of such properties. Indecon notes that the time limited nature of the HTB 
scheme is likely to represent an incentive for contractors to accelerate construction where 
feasible. 

 

The Finance Act 2016 outlines the amount that people availing of the HTB can claim. It states that 
“An appropriate payment in relation to a qualifying residence or a self-build qualifying residence 
under this section shall not be greater than whichever of the amounts referred to in the following 
subparagraphs is the lesser, namely: 

 

i. The amount of €20,000, 

ii. The amount of income tax payable and paid by the claimant in respect of the 4 tax years 
immediately preceding the year in which an application is made under subsection (6), or 

iii. The amount equal to 5 per cent of the purchase value of the qualifying residence or self-
build qualifying residence, as the case may be.”75 

 

The maximum claim under the HTB is €20,000, with individual claims potentially being lower due 
to the amount of income tax paid in the four years prior to purchase or the value of the house 
being less than €400,000 (in which case 5% of the value would be less than €20,000). 

Indecon was previously commissioned in 2017 by the Minister for Finance to conduct an 
independent interim assessment of the HTB, which was published as part of the Budget 2018 
documentation. The analysis undertaken in this report constitutes an ex-post evaluation of the 
overall costs of the HTB to date and a quantification of the benefits of the incentive.   

                                                           
75 Finance Act 2016. Available at: http://www.irishstatutebook.ie/eli/2016/act/18/enacted/en/print#sec9 

http://www.irishstatutebook.ie/eli/2016/act/18/enacted/en/print#sec9
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Methodological Approach 
Indecon’s methodological approach to undertaking the cost-benefit analysis is aligned with the 
relevant requirements of the Public Spending Code and the Department of Finance’s Tax 
Expenditure Guidelines. Indecon’s approach in this report has included the following: 

 Analysis of available data on property prices, rents and housing supply; 

 Survey of HTB contractors; 

 New econometric analysis of the impact of the HTB incentive on the prices of new homes; 

 Detailed data from a number of large contractors of changes in the prices of similar 
housing units in individual developments since the HTB was introduced; 

 Inputs from representative bodies and other stakeholders; and 

 Formal cost-benefit analysis modelling of the incentive. 

Indecon notes that the scheme is a relatively limited measure. The incentive is restricted to a 
segregated component of the overall market, namely new homes below a certain price level 
which will be occupied as a residence by a first-time purchaser. Despite the limited nature of the 
measure, Indecon, as noted in our interim report, believes that great care is needed in considering 
the costs and benefits of any property-based incentives as there is a significant risk of unintended 
consequences.  In a previous review of property-based tax incentives undertaken in 2005 for the 
Department of Finance, Indecon highlighted that, in many cases, property-based tax incentives 
had increased property prices and that there was no market failure or justification for the 
incentives.  For most of the property incentives examined at that time, Indecon economists 
concluded that “there is absolutely no case for future government incentives. Continuing to 
approve new projects would contribute to oversupply and would represent a clear waste of scarce 
public resources.”76 The previous incentives also encouraged investors and are likely to have 
contributed to the oversupply of properties in the Irish economy.   

As noted in Indecon’s preliminary evaluation of the HTB completed in 2017, the HTB scheme is 
different and was introduced at a time where instead of excess supply, there is evidence of 
significant undersupply of housing in the Irish market. There is, however, a danger that any 
incentive provided to buyers could result in higher prices. This highlights the importance of an 
assessment of the fundamental economic determinants of property prices and the factors 
influencing supply. In a market where the supply of new housing is low and the economy is 
expanding, the resultant misalignment between supply and demand will, unless addressed, result 
in a continuing rise in prices.  This was highlighted in our interim evaluation and is confirmed by 
the analysis in the current report. 

 

Structure of Report 

The structure of the report is as follows: 

 Section 2 contains a discussion of the housing market in Ireland and the relevance of the 
Help to Buy incentive; 

 Section 3 presents evidence of the impact of the Help to Buy incentive; 

 Section 4 examines the costs and benefits of the Help to Buy scheme incentive benefit 
appraisal; and 

 

                                                           
76 Indecon Review of Property-Based Tax Incentives Scheme, Report for the Department of Finance, 

October 2005. 
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 The Housing Market in Ireland and the Relevance of Help to Buy Incentive 

Introduction 

Given the policy objectives of the HTB incentive to improve housing affordability and incentivise 
increased supply of housing for first-time buyers, it is important that any cost-benefit analysis of 
the incentive takes account of developments in the Irish housing market and the continued 
relevance or otherwise of the scheme.  

 

Trends in House Prices 

Figure 0.1 shows the upward trend in the Residential Property Price Index (RPPI) since the 
beginning of 2011, with the RPPI for all properties growing by 26.7% since the start of 2016. This 
shows that property prices were rising significantly prior to the introduction of the HTB and have 
continued to increase since 2016 after the HTB was introduced.   

 

 Figure 0.1: Monthly Property Price Index Since 2011 

 
Source: CSO Data 
Note: Red line denotes announcement of HTB in July 2016. 

 

Table 0.1 contains a breakdown of the residential house price index by region since January 2016. 
The results suggest there has been a slowing of residential property price increases in Dublin. 
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 Table 0.1: Residential Property Price Index by Region – Jan 2016 – June 2018 

Month Dublin 
Border 

excluding 
Louth 

Midland West 
Mid-East 
including 

Louth 

Mid-West 
including 

South 
Tipperary 

South-
East 

excluding 
South 

Tipperary  

South-
West 

2016M01 92.3 60.8 67.1 65.9 87.0 66.4 72.6 83.2 

2016M02 91.4 59.1 66.5 66.8 87.2 66.6 72.8 82.4 

2016M03 91.7 59.3 66.8 65.8 87.2 66.2 73.2 83.1 

2016M04 91.9 59.9 67.7 67.3 87.2 66.4 72.9 82.5 

2016M05 91.3 60.6 68.2 67.6 87.0 66.1 72.5 83.5 

2016M06 91.3 61.0 68.8 69.4 87.6 67.6 72.5 83.9 

2016M07 92.9 61.2 70.1 70.9 89.0 69.4 74.6 86.1 

2016M08 94.3 61.6 70.6 72.1 90.0 71.0 77.0 86.5 

2016M09 95.7 62.2 72.3 72.6 91.1 71.7 78.1 88.0 

2016M10 95.9 62.5 73.9 73.5 92.8 71.6 79.8 88.4 

2016M11 96.8 63.4 73.9 74.9 94.3 73.3 80.2 90.2 

2016M12 96.6 63.6 74.2 75.6 95.2 73.0 81.7 89.9 

2017M01 97.0 64.2 74.1 76.7 95.7 73.0 83.6 90.8 

2017M02 97.4 66.3 73.8 77.6 96.8 72.9 83.8 90.3 

2017M03 98.3 66.0 75.7 76.6 97.1 72.4 83.5 91.6 

2017M04 97.6 65.9 77.0 77.9 98.2 72.7 83.5 92.7 

2017M05 99.7 67.0 76.2 78.0 97.8 73.2 84.2 94.0 

2017M06 101.6 66.8 78.0 79.1 98.6 74.1 84.2 94.3 

2017M07 103.9 67.2 79.7 81.6 99.7 75.6 84.7 97.1 

2017M08 105.2 68.3 80.7 83.0 100.6 77.3 85.5 98.0 

2017M09 106.3 69.4 81.5 84.4 102.7 78.5 86.8 99.3 

2017M10 106.8 69.2 80.7 85.5 104.2 78.5 88.5 99.5 

2017M11 107.1 71.7 81.6 86.8 105.0 79.7 89.3 101.2 

2017M12 107.0 72.9 82.4 88.3 106.3 80.6 90.3 101.1 

2018M01 107.9 73.1 83.1 89.0 106.7 82.2 90.9 102.4 

2018M02 109.4 72.6 84.4 89.2 107.9 83.1 90.9 102.2 

2018M03 109.4 72.0 86.0 90.1 109.2 84.6 92.5 102.3 

2018M04 109.5 71.3 87.2 91.0 110.0 86.4 94.2 103.4 

2018M05 110.1 69.2 87.2 91.6 110.7 88.5 92.9 105.5 

2018M06 110.1 70.1 88.5 93.2 111.8 90.6 93.6 107.2 

Source: CSO Data: Base 100 – January 2005 

 Note: Red line denotes announcement of HTB in July 2016. 

 
Trends in new dwelling prices are outlined in Table 0.2.  Average sale prices have increased from 
just over €200,000 in 2012 to approximately €340,000 over the first six months of 2018. However, 
there is significant variation in changes in prices in different counties. The average sale price in 
Dublin rose by over €160,000 between 2012 and 2018, the largest increase in any county. There 
were however a number of counties (Cavan, Donegal, Kerry, Mayo, Monaghan, Offaly, 
Roscommon, Tipperary) where the average sale price over the first six months of 2018 was lower 
than in 2012. 
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 Table 0.2: Average New Dwelling Sale Prices (€000) 

 2012 2013 2014 2015 2016 2017 2018 

Carlow 122.7 136.1 140.2 152.2 185.5 208.0 177.8 

Cavan 154.7 101.5 89.8 93.0 114.8 118.5 128.6 

Clare 188.2 184.2 108.7 130.8 149.0 141.2 188.9 

Cork 211.7 203.4 190.0 201.1 236.3 265.8 319.2 

Donegal 155.1 131.7 91.5 136.7 154.7 169.8 150.0 

Dublin 264.6 253.9 317.4 328.4 422.9 396.0 430.7 

Galway 207.9 176.6 134.7 139.8 167.5 209.1 231.7 

Kerry 201.1 151.7 141.8 173.9 171.4 234.0 149.6 

Kildare 246.5 204.1 283.0 292.6 313.5 312.9 326.6 

Kilkenny 159.9 154.0 127.9 147.9 236.3 195.1 185.7 

Laois 114.9 96.1 100.6 113.6 159.3 180.3 174.1 

Leitrim 106.2 80.9 82.8 117.5 103.1 134.2 185.7 

Limerick 220.2 178.7 140.9 159.6 195.6 234.5 247.3 

Longford 99.0 89.8 88.8 81.2 96.6 143.6 109.1 

Louth 213.4 159.7 155.4 153.2 216.4 268.0 251.2 

Mayo 152.7 121.1 109.9 114.4 121.8 149.0 146.7 

Meath 191.0 215.9 191.8 260.1 259.3 293.0 306.3 

Monaghan 169.1 122.1 108.9 128.9 184.1 165.1 158.3 

Offaly 137.6 99.8 103.7 95.0 101.5 176.7 119.2 

Roscommon 125.1 84.8 90.0 110.4 95.9 119.1 97.9 

Sligo 134.4 126.0 130.5 117.6 153.5 148.3 198.0 

Tipperary 195.8 105.8 130.4 156.9 158.3 163.4 136.6 

Waterford 163.9 139.5 112.8 160.7 168.2 225.1 219.4 

Westmeath 123.6 127.4 121.8 120.2 159.9 208.7 189.5 

Wexford 153.6 127.5 142.1 135.6 157.1 187.7 235.4 

Wicklow 239.6 231.5 212.1 294.2 358.4 393.6 372.5 

All Counties 204.4 188.8 205.2 233.3 290.6 319.5 339.9 

 Source: CSO Data.  

 Note: 2018 figure based on average from January to June 2018. Based on Filings, All Sale Types. Red line 
denotes the year in which the Help to Buy Scheme was announced. 

 

Table 0.3 presents the percentage change in the average prices by quarter for new homes and 
existing dwellings. The average price of new homes in Ireland has increased in each quarter since 
the start of 2015. The figures for 2018 Q2 suggest a marked slowing of price increases and average 
new house prices grew by 0.2%.  
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 Table 0.3: Percentage Change in Average Dwelling Prices in Ireland from Previous 
Quarter 

Period New Homes Existing Homes All Dwellings 

2015 Q2 8.0% -0.9% 0.8% 

2015 Q3 14.1% 11.6% 11.3% 

2015 Q4 4.0% -3.9% -2.7% 

2016 Q1 1.6% -0.6% -1.4% 

2016 Q2 7.7% 2.1% 0.8% 

2016 Q3 7.5% 9.0% 8.5% 

2016 Q4 1.1% -0.1% 0.6% 

2017 Q1 1.0% -3.3% -1.4% 

2017 Q2 4.2% 2.0% 2.2% 

2017 Q3 3.3% 10.8% 8.8% 

2017 Q4 2.8% -1.4% 0.4% 

2018 Q1 4.7% -2.3% -1.3% 

2018 Q2 0.2% -0.9% 0.9% 

 Source: Indecon analysis of CSO data.  

 Note: Based on Filings, All Sale Types. Red line denotes the quarter in which the Help to Buy Scheme was 
announced. 

 

Table 0.4 shows the difference in the change in the average prices of new and existing homes in 
Dublin compared to the rest of Ireland. This suggests a decline in new house prices in Dublin in 
Q2 2018 following a significant increase in the previous quarter. 

 

 Table 0.4: % Change in Average Price from Previous Quarter in Dublin and the Rest 
of Ireland, based on CSO Data 

Period 

Dublin Rest of Ireland 

New 
Homes 

Existing 
Homes 

All Homes 
New 

Homes 
Existing 
Homes 

All Homes 

2015 Q2 -1.5% 0.8% -0.4% 12.1% 1.4% 3.4% 

2015 Q3 25.1% 16.0% 18.2% 10.2% 5.8% 5.7% 

2015 Q4 35.7% -6.9% -2.3% 0.5% 2.3% 2.8% 

2016 Q1 -14.7% -2.8% -4.4% 5.7% -2.0% -1.4% 

2016 Q2 9.6% 6.0% 7.3% 2.9% -0.4% 0.8% 

2016 Q3 1.4% 10.5% 9.1% 6.2% 8.0% 7.1% 

2016 Q4 -0.5% -1.8% -1.2% 3.3% 2.5% 3.2% 

2017 Q1 -16.3% -2.0% -4.7% 4.6% -5.9% -4.6% 

2017 Q2 14.9% 2.0% 4.7% 6.6% 4.8% 6.4% 

2017 Q3 0.5% 9.4% 7.3% 3.7% 9.0% 7.4% 

2017 Q4 0.3% -4.5% -3.1% 2.4% -0.2% 1.1% 

2018 Q1 9.8% -1.7% 0.7% 4.2% 0.3% 0.8% 

2018 Q2 -7.1% -1.4% -1.9% 1.9% -1.3% 0.1% 

 Source: Indecon analysis of CSO data.  

 Note: Based on Filings, All Sale Types. Red line denotes the quarter in which the Help to Buy Scheme was 
announced. 
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Given that the HTB incentive is aimed at first-time buyers of newly built homes, it is useful to 
examine changes in the prices of new dwellings for first-time buyers. Table 0.5 shows the average 
sale price of new dwellings bought by first-time buyers since 2012, by county. As can be seen in 
the following table, on average, the price of new dwellings bought by first-time buyers increased 
over the period, although there was a wide range of variance across the different counties. 

 

 Table 0.5: Average New Dwelling Sale Prices – First-time Buyers (€000) 

 2012 2013 2014 2015 2016 2017 2018 

Carlow 125.5 115.8 128.3 155.8 194.2 199.1 200.0 

Cavan 176.1 117.7 108.2 104.2 122.0 149.7 181.8 

Clare 189.6 161.1 149.3 158.8 139.9 171.2 227.3 

Cork 220.2 188.3 194.3 206.9 249.9 285.4 325.4 

Donegal 161.5 118.1 110.6 142.5 154.4 167.8 131.3 

Dublin 226.7 237.9 275.6 350.1 378.1 381.9 391.0 

Galway 192.9 150.8 142.3 162.1 187.9 229.7 249.0 

Kerry 174.6 164.5 153.1 154.4 157.9 261.3 200.0 

Kildare 238.7 212.3 236.5 271.3 307.1 314.5 338.5 

Kilkenny 152.3 141.6 146.7 184.8 193.4 146.0 200.0 

Laois 134.0 111.2 108.2 153.8 164.7 185.4 212.5 

Leitrim 120.9 81.9 70.1 106.8 110.0 138.2 175.0 

Limerick 212.1 164.7 144.6 180.1 210.3 232.7 247.5 

Longford 113.6 99.6 109.0 81.6 101.6 172.5 100.0 

Louth 206.2 161.0 154.4 178.9 219.1 238.7 254.3 

Mayo 146.4 113.5 113.0 116.4 121.4 156.3 190.0 

Meath 191.2 195.8 204.9 260.7 277.3 285.3 310.9 

Monaghan 157.4 85.9 120.9 151.3 205.5 177.6 185.7 

Offaly 141.4 119.2 107.6 189.6 160.9 191.5 138.5 

Roscommon 138.4 96.5 109.2 106.2 123.9 136.6 183.3 

Sligo 153.4 113.8 132.8 132.1 149.4 152.6 175.0 

Tipperary 203.2 104.8 109.0 150.9 165.1 173.0 153.3 

Waterford 161.7 142.9 123.0 175.1 184.7 204.7 215.0 

Westmeath 141.7 140.1 135.1 138.9 160.6 203.1 200.0 

Wexford 142.3 126.3 157.5 150.9 179.0 180.9 229.4 

Wicklow 234.6 200.4 240.5 295.7 288.3 342.1 358.1 

All Counties 195.5 181.1 195.2 240.1 279.5 312.0 334.0 

 Source: CSO Data.  

 Note: 2018 figure based on average from January to June 2018. Based on Filings, All Sale Types. Red line 
denotes the year in which the Help to Buy Scheme was announced. 
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The change in the median sale price of new dwellings bought by first-time buyers paints a similar 
picture as that for average prices. Table 0.6  demonstrates the significant increase in median 
prices from 2012 (€180,700) to 2018 (€321,900). Dublin had the highest median price in 2018 
(€353,100). This highlights the affordability problem for lower income purchasers in the Dublin 
region. 

 

 Table 0.6: Median New Dwelling Sale Prices – First-time Buyers (€000) 

 2012 2013 2014 2015 2016 2017 2018 

Carlow 120.6 107.8 136.2 155.0 201.0 204.8 231.2 

Cavan 160.0 85.1 110.6 90.8 106.0 148.5 176.8 

Clare 174.2 153.2 133.3 139.4 133.9 180.8 223.5 

Cork 193.0 175.0 190.0 199.0 250.0 290.0 321.2 

Donegal 157.0 119.2 107.3 139.0 150.0 160.4 131.8 

Dublin 198.6 210.0 249.5 311.9 340.0 340.0 353.1 

Galway 193.0 120.0 122.1 145.0 180.5 247.4 235.9 

Kerry 166.2 140.0 149.0 155.0 135.7 227.0 195.0 

Kildare 233.5 196.4 230.0 277.5 310.0 320.0 331.2 

Kilkenny 123.6 112.9 134.0 170.0 169.0 122.7 206.7 

Laois 119.6 106.7 95.0 156.7 160.0 180.0 193.7 

Leitrim 125.9 80.6 56.8 85.7 102.2 109.0 173.4 

Limerick 210.0 135.0 129.0 191.2 227.0 236.7 257.3 

Longford 108.3 90.8 103.3 58.0 98.0 180.7 108.4 

Louth 210.0 162.0 147.5 165.0 209.5 239.0 243.4 

Mayo 155.0 105.4 103.9 111.2 119.0 152.7 199.0 

Meath 194.7 183.1 194.7 268.5 275.0 280.0 308.5 

Monaghan 149.2 85.1 115.9 160.0 182.5 175.9 198.6 

Offaly 113.5 99.1 98.9 221.3 142.6 175.0 161.0 

Roscommon 146.6 83.7 90.7 90.8 116.4 150.0 190.4 

Sligo 163.4 97.7 130.0 121.4 145.3 145.5 171.3 

Tipperary 181.6 114.7 103.9 151.6 153.2 164.6 178.7 

Waterford 166.0 142.0 119.2 171.0 175.0 195.0 209.6 

Westmeath 140.9 136.2 111.7 135.0 130.6 181.9 209.4 

Wexford 131.0 138.4 153.1 149.2 172.7 176.7 223.6 

Wicklow 211.7 188.0 231.0 266.7 258.5 295.0 330.7 

All Counties 180.7 159.0 175.0 220.0 268.4 298.7 321.9 

 Source: CSO Data.  

 Note: 2018 figure based on average from January to June 2018. Based on Filings, All Sale Types. Red line 
denotes the year in which the Help to Buy Scheme was announced. 

 

The average asking prices for houses on Daft.ie are illustrated in Figure 0.2. The figure shows the 
upward trends in prices both nationally and in Dublin. The average asking price in Dublin 
(approximately €375,000) was higher than in the rest of the country (approximately €207,000).  
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 Figure 0.2: Average Asking Prices in Dublin and Nationally on Daft.ie (2012-2018)   

  

 Source:  Estimates provided to Indecon in July 2018 by Professor Ronan Lyons, Trinity College, Dublin. 

Section 2.3 examines the trends in housing supply. This shows an imbalance between supply and 
demand for housing and this has also been reflected in rental values. The table below illustrates 
the percentage increase in monthly rents since 2011. Average rents have increased by a third in 
Dublin and Cork over this period.  

 Figure 0.3: Trends in Average Monthly Rent 

 

 Source: Indecon analysis of CSO data 

 

Trends in mortgage approvals and drawdowns are indicative of demand for housing and the 
ability of purchasers to fund the required deposit and meet other lending criteria. Figure 0.4 
shows increased activity in the first-time buyer market.  

€0

€100,000

€200,000

€300,000

€400,000

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2

2012 2013 2014 2015 2016 2017 2018

A
ve

ra
ge

 A
sk

in
g 

P
ri

ce

National Dublin National (Excluding Dublin)

Announcement of 
HTB Scheme

0

200

400

600

800

1,000

1,200

1,400

1,600

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

A
ve

ra
ge

 M
o

n
th

ly
 R

en
t 

(€
)

Dublin Wicklow Kildare Cork City Galway City Limerick City



 

 

260 
 

 Figure 0.4: Mortgage Approvals and Drawdowns for First-Time Buyers, 2014 Q3 – 2018 
Q2  

 

 Source: Indecon analysis of Banking and Payments Federation Ireland data 

The ratio of mortgage approvals to mortgage drawdowns is graphically depicted in Figure 0.5. It 
shows that both first-time and mover/purchasers have a similar ratio of approvals to drawdowns.  

 Figure 0.5: Ratio of Mortgage Approvals to Drawdowns, 2014 Q3 – 2018 Q2  

 

 Source: Indecon analysis of Banking and Payments Federation Ireland data 
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Trends in Housing Supply 

On the supply side, there has been year-on-year growth in completions since 2014, with 14,446 
completions in 2017 compared to 9,915 in 2016. While there has been a significant increase in 
the number of new dwellings completed, the number completed remains significantly below the 
level required to meet demand. The ESRI have estimated that housing demand is likely to be 
around 27,000 units in 2018, rising to 30,000 per annum by 2024 based on the rate of population 
growth and new household formation.77  This reinforces the critical importance of addressing 
supply problems.  

 

 Table 0.7: Annual Dwelling Completions – 2011-2018 

Year Dwelling Completions % Change from Previous Year 

2011 6,994 - 

2012 4,911 -29.8% 

2013 4,575 -6.8% 

2014 5,518 20.6% 

2015 7,219 30.8% 

2016 9,915 37.3% 

2017 14,446 45.7% 

2018 Q1* 3,526 26.9% 

 Source: Indecon analysis of Department of Housing Data 

 Note: *Percentage compares to change from 2017 Q1. Red line denotes the year in which the Help to Buy 
Scheme was announced. 

Completions by dwelling type since 2011 are shown in the below table. Scheme houses are 
currently the most common type of dwelling, accounting for over half of completions since 2016. 
This represents a change from 2011-2014 where single houses made up the majority of dwelling 
completions.  

 Table 0.8: Annual Dwelling Completions by Type – 2011-2018 

Year Single House Scheme House Apartment Total 

2011 4,814 1,358 822 6,994 

2012 3,501 964 446 4,911 

2013 2,947 1,155 473 4,575 

2014 2,975 1,795 748 5,518 

2015 3,252 3,294 673 7,219 

2016 3,660 5,078 1,177 9,915 

2017 4,269 7,913 2,264 14,446 

2018 Q1 990 2,048 488 3,526 

 Source: Indecon analysis of Department of Housing Data 

 Note: *Percentage compares to change from 2017 Q1. Red line denotes the year in which the Help to Buy 
Scheme was announced. 

                                                           
77 ESRI, 2016, “Ireland’s Economic Outlook: Perspectives and Policy Challenges” 



 

 

262 
 

Figure 0.6 shows the number of housing commencements since January 2016.  

 

 Figure 0.6: Housing Commencements Since January 2016 

 

 Source:  Dept. of Housing Data 

Figure 0.7 presents data on housing completions compared to the same month in the previous 
year.  The figures are indicative of the continued increase in housing supply. 

 Figure 0.7: Housing Commencements – Change from Same Month in Preceding 
Year 

 

 Source:  Dept. of Housing Data 
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Table 0.9 presents the evidence on residential commencements broken down by local authority. 
The Greater Dublin Area (GDA) has accounted for over half of all residential commencements 
since March 2014.  

 Table 0.9: Residential Commencements by Local Authority 

Local Authority 2014* 2015 2016 2017 2018** 

Carlow County 33 62 94 242 127 

Cavan County 42 96 107 107 42 

Clare County 54 109 200 228 115 

Cork City 19 45 197 179 93 

Cork County 209 792 1,330 1,541 580 

Donegal County 50 231 310 345 105 

Dublin City 230 855 1,619 1,810 716 

Dun-Laoghaire Rathdown 172 825 1,264 1,395 261 

Fingal County 361 1,803 1,692 2,123 500 

Galway City 4 56 101 113 66 

Galway County 91 298 322 556 140 

Kerry County 62 187 212 339 137 

Kildare County 231 718 919 1,355 494 

Kilkenny County 36 111 170 187 74 

Laois County 12 105 182 177 54 

Leitrim County 4 21 18 34 8 

Limerick City and County 51 176 419 430 264 

Longford County 8 19 52 52 44 

Louth County 51 151 350 668 192 

Mayo County 51 141 211 321 95 

Meath County 133 381 1,028 1,575 444 

Monaghan County 32 72 103 143 33 

Offaly County 21 75 115 122 61 

Roscommon County 17 47 79 111 45 

Sligo County 20 41 77 125 34 

South Dublin County 112 403 829 1,659 536 

Tipperary County 35 96 133 160 46 

Waterford City and County 70 161 223 291 151 

Westmeath County 15 59 73 138 100 

Wexford County 90 208 279 473 181 

Wicklow County 137 403 526 573 562 

Total 2,453 8,747 13,234 17,572 6,300 

Dublin Local Authorities 875 3,886 5,404 6,987 2,013 

GDA - Greater Dublin Area 1,376 5,388 7,877 10,490 3,513 

 Source: Department of Housing Data  

 Notes: *March to December. **January to April. Red line denotes the year in which the Help to Buy 
Scheme was announced. 
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An evaluation of longer-term supply movements can be seen from annual new house registrations 
since 2007.  Figure 0.8 shows the collapse in new house registrations in the years to 2012. The 
build-up in new house registrations is evident with 2017 reaching 9,466, the highest level since 
2008.  

 Figure 0.8: Annual New House Registrations 

 

 Source: Indecon analysis of CSO Data 

Table 0.10 shows that in the first four months of 2018 new house registrations were at similar 
level to the same period in 2017. 

 Table 0.10: Recent New House Registrations by Month (Jan 2018 - April 2018) 

Month 2017 2018 

January 393 391 

February 978 1,035 

March 839 587 

April 780 896 

Total 2,990 2,909 

 Source: Indecon analysis of CSO Data 
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Planning Permissions 

Data on the number of planning permission applications granted for dwellings is illustrated in 
Figure 0.9. This is important in anticipating future supply changes. 2018 Q1 experienced the 
highest number of planning permissions granted since Q1 2010.  

 Figure 0.9: Planning Permission Applications for Dwellings (2010 Q1 – 2018 Q1) 

 

 Source: CSO Data 

 

Housing Supply in Dublin 

The Housing Supply Coordination Task Force for Dublin collates data on the number of units under 
construction in the four local authorities in Dublin. Table 0.11 shows the number of active sites in 
Dublin Area Local Authorities. The numbers suggest that there were 6,856 units under 
construction in Dublin in the second quarter of 2018. 

 Table 0.11: Construction Activity in Active Sites in Dublin Area Local Authorities, Q1 
2018 

Planning Authority 
No. Houses Under 

Construction 
No. Apartments 

Under Construction 
Total Units Under 

Construction 

Dublin City Council 553 1,620 2,173 

Fingal County Council 1,705 557 2,262 

Dún Laoghaire-Rathdown 463 925 1,388 

South Dublin County Council 924 109 1,033 

Total 3,645 3,211 6,856 

 Source: Housing Supply Coordination Task Force for Dublin, Department of Housing, Planning, 
Community and Local Government 

Data on the number of dwellings at various stages of development within Dublin local authorities’ 
areas is presented in the table below. This shows that there are very significant number of units 
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for which permission has been granted but for which construction has yet to be commenced. If 
the HTB incentive was to be abolished immediately it would be likely to impact on the rate of 
construction of these housing units. 

 Table 0.12: Number of Dwelling Units in Various Stages of Development within 
Dublin Local Authorities 

Stage of Development 2017 Q1 2017 Q2 2017 Q3 2017 Q4 2018 Q1 2018 Q2 

No. Completions per Quarter 929 1,721 644 570 248 149 

No. Built to Date 7,909 7,094 7,065 7,562 8,258 9,479 

No. Under Construction 5,800 6,282 7,393 7,316 7,353 6,856 

No. Permitted but not 
Commenced 

23,666 22,367 21,898 22,286 25,053 26,681 

On Serviced Land and Ready to be 
Developed 

47,615 45,423 44,022 42,554 47,312 46,966 

 Source: Housing Supply Coordination Task Force for Dublin, Department of Housing, Planning, 
Community and Local Government 

 

Trends in Housing Affordability 

A key issue of relevance to the cost-benefit appraisal of the HTB incentive concerns changes in 
affordability. The following table shows the ratio of average total annual earnings to average 
house prices. This suggests that housing affordability improved post 2010 as a result of the 
collapse in property prices but has been consistently deteriorating since 2013. It should also be 
noted that the macro-prudential rules imposed on mortgage lenders by the Central Bank have 
placed a further constraint on access to mortgage financing by increasing the size of the deposit 
required by mortgage applicants. The required loan-to-value (LTV) ratios and loan-to-income (LTI) 
ratios have impacted on those seeking to purchase a home. The affordability of housing has, in 
part, been eased for those first-time purchasers of new housing who qualify for the Help to Buy 
scheme and our estimates of this impact are included in Section 3 of this report, where we 
examine the impact of the HTB incentive. 

Research undertaken by the Central Bank in 201678 indicated that between mid-2014 and 2016 
the time required to accumulate the savings needed for a deposit for a mortgage increased in 
Dublin by between one and two years and by under a year in other areas. The updated Indecon 
analysis suggests that the time-to-save has increased significantly since 2016. This reflects the 
ratio between average earnings and average house prices. 

Table 0.13 table shows the ratio of average total annual earnings to average house prices. This 
suggests that housing affordability improved post 2010 as a result of the collapse in property 
prices but has been consistently deteriorating since 2013. It should also be noted that the macro-
prudential rules imposed on mortgage lenders by the Central Bank have placed a further 
constraint on access to mortgage financing by increasing the size of the deposit required by 
mortgage applicants. The required loan-to-value (LTV) ratios and loan-to-income (LTI) ratios have 
impacted on those seeking to purchase a home. 

                                                           
78 Kelly, Connor & McCann, Fergal, 2016. "Rental markets, savings and the accumulation of mortgage deposits," Quarterly 

Bulletin Articles, Central Bank of Ireland, pages 56-70, October. 

https://ideas.repec.org/a/cbi/qtbart/y2016m10p56-70.html
https://ideas.repec.org/s/cbi/qtbart.html
https://ideas.repec.org/s/cbi/qtbart.html
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Table 0.13: Housing Affordability 

 2010 2011 2012 2013 2014 2015 2016 2017 

Ratio of average earnings 
to average house prices 

7.1 6.3 5.6 5.7 6.0 6.2 6.8 7.3 

 Source: Indecon analysis of CSO data 

 

Summary of Findings 

 Property prices were rising significantly prior to the introduction of the HTB and have 
continued to increase since 2016 after the HTB was introduced.  The most recent figures, 
however, suggest some slowing down of price rises in Dublin. 

 The pressure on housing prices has also been reflected in rental values. Average rents have 
increased by a third in Dublin and Cork over this period.  

 On the supply side, there has been year-on-year growth in completions since 2014, with 
14,446 completions in 2017 compared to 9,915 in 2016. While there has been a significant 
increase in the number of new dwellings completed, the number completed remains 
significantly below the level required to meet demand. This reinforces the critical importance 
of addressing supply problems.  

 The Greater Dublin Area (GDA) has accounted for over half of all residential commencements 
since March 2014. 2018 Q1 experienced the highest number of planning permissions since 
Q1 2010.  

 A key issue of relevance to the cost-benefit appraisal of the HTB incentive concerns changes 
in affordability. Housing affordability improved post 2010 as a result of the collapse in 
property prices but has been consistently deteriorating since 2013. 
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12 Evidence of the Impact of Help to Buy 

Introduction 

The analysis of the housing market presented in the preceding chapter demonstrated the increase 
in Irish property prices and the imbalance between supply and demand. Property prices are 
influenced by a number of factors and reflect the relationship between demand and supply as 
well as changes in the costs of house building. This is a critical issue as if the HTB incentive led to 
an I  ncrease in prices of 5% relative to the counterfactual scenario without HTB, this would be 
equal to the average HTB payment made to most purchasers.  

In considering the impact of HTB on the Irish housing market, it is useful to consider the scale of 
uptake of the scheme. Table 0.14 shows that there have been 13,483 approved applications, with 
a further 5,352 applications pending. A further 17,212 were cancelled. 

 

 Table 0.14: Trend in Help to Buy Applicants (Monthly since January 2017) 

 Approved Pending Cancelled Total Applied 

January 2017 - - - - 

February 2017 - - - - 

March 2017 2,380* 2,318* 2,672* 7,370*  

April 2017 874 93 674  1,641 

May 2017 1,074 173 788  2,035 

June 2017 710 165 730  1,605 

July 2017 962 102 862  1,926 

August 2017 626 152 558  1,336 

September 2017 715 203 598  1,516 

October 2017 708 112 644  1,464 

November 2017 519 99 559 1,177  

December 2017 350 29 385  764 

January 2018 16 1,121 2,179 3,316  

February 2018 913 317 1,599  2,829 

March 2018 882 -20*** 1,256  2,118 

April 2018 919 182 1,390  2,491 

May 2018 710 26 837  1,573 

June 2018 562 85 774  1,421 

July 2018 563 195 707 1,465 

TOTAL 13,483 5,352 17,212 36,047 

 Source: Data from the Revenue Commissioners 

 * The relief was first made available for individuals who purchased or built between 19 July 2016 and 31 
December 2016 with effect from 1 January 2017 onwards. As a result of the processing timeline, the first 
data for 30 March 2017 is the cumulative of applications and claims up to that point. 

 *** Month on month change 

 

Table 0.15 outlines the number and value of Help to Buy claims. The figures show some monthly 
variance but it is clear that there has been no overall acceleration of claims since the scheme was 
introduced. This may reflect the relatively limited nature of the incentive and the difficulties 
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purchasers are experiencing in meeting mortgage requirements even with the assistance of the 
HTB.   

 

 Table 0.15: Number and Value of Help to Buy Claims (Monthly Since January 2017) 

Month No. of Claims Value (€) 

January 2017 - - 

February 2017 - - 

March 2017 534* 8.2* 

April 2017 423 6.1 

May 2017 525 7.4 

June 2017 448 6.4 

July 2017 599 8.3 

August 2017 469 6.6 

September 2017 453 6.4 

October 2017 431 6.1 

November 2017 520 7.4 

December 2017 422 6.0 

January 2018 336 4.9 

February 2018 369 5.6 

March 2018 394 5.7 

April 2018 430 6.3 

May 2018 427 6.4 

June 2018 440 6.5 

July 2018 438 6.4 

TOTAL 7,658 110.7 

 Source: Data from the Revenue Commissioners 

 * The relief was first made available for individuals who purchased or built between 19 July 2016 and 31 
December 2016 with effect from 1 January 2017 onwards. As a result of the processing timeline, the first 
data for 30 March 2017 is the cumulative of applications and claims up to that point. 

Table 0.16 contains data on the breakdown of Help to Buy claims by the value of the property the 
claim is being made on. Nearly half of claims were for properties worth €300,000 or less. There 
were however a small percentage of claims (5.63%) for properties worth over €450,000. There 
may be a case for restricting the incentive to properties below a specified level in order to 
minimise deadweight. There may also be a case for differentiating the level depending on average 
new property prices in different regions. 

 Table 0.16: Property Values of Help to Buy Claims 

Property Value Range € % of Claims 

0 - 150k    2.48% 

151k – 220k  12.72% 

221k – 300k 34.24% 

301k – 375k 31.90% 

376k – 450k 13.08% 
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Over 450k 5.63% 

Total 100% 

 Source: Data from the Revenue Commissioners  

Table 0.17 shows that approximately one-third of claims were associated with a loan to value 
(LTV) ratio of 90% and over. However, nearly a quarter of claims were for properties which had 
an LTV ratio of less than 80%. An important issue in considering the impact of Help to Buy and the 
potential levels of deadweight concerns whether the incentive was needed to help purchasers 
meet the required deposit conditions. For those with lower LTV the need for the incentive is less. 

 

 Table 0.17: Breakdown of Loan-to-Value Ratio for HTB-claimed Properties  

LTV Ratio % of Total  

70 - 74.99%  13.08% 

75 - 79.99% 11.76% 

80 - 84.99% 15.89% 

85 - 89.99% 26.12% 

90% and over  33.15% 

 Source: Data from the Revenue Commissioners  

 

Impact of Help to Buy on Prices 

In order to consider what impact, if any, the HTB scheme may have had on prices, Indecon has 
undertaken econometric modelling to help to inform an assessment of this issue. Indecon’s 
econometric models suggest that prices of dwellings may have increased marginally since the 
introduction of HTB above what would otherwise have been experienced in the absence of the 
incentive.  We note, however, that there were also changes in loan to value and loan to income 
rules over this period which may have impacted on prices and so it is difficult to identify any 
significant discrete impact on prices from this relatively limited HTB incentive. Our econometric 
analysis, however, suggests a minor impact on prices of 0.028 percent arising from the HTB. 
Caution should be exercised in implementing these estimates in view of the inevitable uncertainty 
in disentangling the impacts of different factors. 

 Table 0.18: Main Findings of Econometric Models of Impact of HTB Incentive on 
House Prices 

 (1) 
OLS 

(2) 
Prais Winston 

VARIABLES   

t_date0 8.03e-05*** 8.61e-05*** 

 (1.94e-06) (2.02e-06) 

d_htb6k -3.28e-05 -0.0183*** 

 (0.00399) (0.00413) 

d_new 0.0647*** 0.0637*** 

 (0.00385) (0.00385) 

d_new_d_htb6k_t_date0 0.000277*** 0.000274*** 

 (2.36e-05) (2.37e-05) 

Constant 11.68*** 11.69*** 

 (0.0130) (0.0131) 
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Observations 312,699 312,699 

R-squared 0.295 0.295 

 Source: Indecon analysis 

Figure 0.10 presents the coefficient for a new development variable which was included as a 
control in unpublished hedonic regressions completed by Professor Ronan Lyons of TCD. The 
results seem to suggest a growing premium for new homes. A large but static premium would be 
consistent with new homes being of higher quality, but growing premium suggests something 
else may be impacting on price changes for new homes. Indecon also notes that it is possible that 
different prices movements are applying to HTB starter homes than to all new homes.  
 

 Figure 0.10: Regression Coefficient for New Residential Developments by Region   

  

 Source:  Estimates provided to Indecon in July 2018 by Professor Ronan Lyons, Trinity College, Dublin. 

Given the possibility that changes in the average prices of all new housing may not be an accurate 
measure of price changes for those residential units which have qualified for HTB, in the previous 
2017 report Indecon obtained data on price movements for a number of comparable houses in 
the same developments.  This showed price variance by type of houses.  (For example, prices in 
2017 increased faster for three-bed terrace houses than for three-bed end-of-terrace).  A 
summary of the average for three-bed HTB houses from our 2017 report are included in the table 
below. 

 Table 0.19: Unweighted Average Growth Rates of Price for 3-Bed New HTB Houses 

2015 Q4 0.3% 

2016 Q1 0.0% 

2016 Q2 0.3% 

2016 Q3 0.4% 

2016 Q4 -1.1% 

2017 Q1 4.6% 

2017 Q2 3.3% 

Source:  Indecon Previous 2017 analysis  
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For this study we obtained insights on how prices for new build units which qualified for HTB have 
changed since Q2 2017.  This is for a different group of housing developments than our previous 
research and so the figures are not directly comparable and do not represent a consistent price 
series. The figures, however, are informative in highlighting how prices for HTB new builds have 
changed over the past year. The figures are representative of houses which would qualify for HTB 
in over 19 different housing sites and account for over 1,600 of house sales since the beginning 
of 2017. Indecon notes that the evidence suggests that house price inflation for starter units for 
first-time buyers appears more constrained than overall new house price inflation and the most 
recent figures suggest a slowing down in prices.  

 Table 0.20: Price Changes for HTB 3-beds in Case Study (2017 Q3 -2018 Q2) 

  Average Median 

2017 Q3 1.4% 1.4% 

2017 Q4 1.6% 1.0% 

2018 Q1 3.5% 1.8% 

2018 Q2 0.6% 0.0% 

 Source: Indecon analysis of data provided by contractors/auctioneers 2018 

In considering the impact of HTB on prices, Indecon notes that house price inflation for properties 
which qualify for HTB are influenced by overall build cost inflation and other supply/demand 
factors and not just by the HTB incentive. Housing cost inflation in turn is impacted by any changes 
required to adhere to enhanced building regulations, as well as changes in material costs, labour 
costs and the cost of sites.   On building regulations there has been revisions to Part L 
(conservation of fuel and energy) and Part H (drainage and waste water disposal) regulations.  We 

also note that nZEB (near Zero Energy Building) on Part L regulations will take effect from 2019. 
In addition, house prices are impacted by changes in the costs of purchasing sites.  The cost of 
sites in turn are influenced by zoning policies and shortages in the availability of zoned lands 
inevitable impacts on housing prices.79  

The evidence considered in this report suggests that while there may have been a very small 
increase in prices attributable to the introduction of the HTB incentive, the primary driver of 
house prices remain wider economic conditions and the continued misalignment between 
demand and supply. There is, however, merit in the continued monitoring of HTB house prices.  

 

Impact of Help to Buy on Housing Supply 

The analysis presented in the preceding chapter suggests that following the introduction of the 
Help to Buy incentive there was a marked increase in supply. Indecon would caution against 
attributing this solely to the impact of the HTB incentive. In terms of the impact on supply, over 
70% of respondents to Indecon’s survey of registered qualifying contractors indicated that the 
scheme encouraged them to build additional new units. Indecon believes that factors other than 
the HTB incentive are significant in influencing levels of supply. However, our research suggests 

                                                           
79 The implications of bottlenecks on the supply of land resulting in higher site prices due to 

inappropriate zoning restrictions has been raised for many years by a number of economists.  For 

example as far back as 1997 this was raised by Gray.AW in Challenges to Ireland in the Integrated 

European Union, in Ireland in the Coming Times.  Essays to Celebrate T.K. Whitakers’s 80 years.  

Published by the IPA 1997, page 51.  
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that the incentive is likely to have had an impact on the supply of housing in some price categories. 
The HTB may also impact on the mix of housing units on offer in the market.  

 Table 0.21: Views of Respondents on Impact of HTB on the Decision to Build 
Additional New Housing Units 

  
Encouraged Building of 

Additional Units  
Resulted in Building 

Fewer Units  
No Impact on Number of 

Units 

Percentage of 
Respondents 

72.7% 0.0% 27.3% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

The HTB incentive may have influenced supply by enhancing certainty that buyers will be in a 
position to afford the houses and will be able to meet deposit and other requirements to secure 
a mortgage. Some survey evidence presented in the Annex suggests that this may have been a 
factor in increasing supply. In addition the HTB may have assisted contractors to secure lending 
to construct the housing units. Table 0.22 indicates that around half of contractors suggested that 
the Help to Buy Scheme made it easier for them to obtain funding for the construction of the new 
housing units. 

 Table 0.22: Views of Respondents on Impact of HTB on the Ability to Obtain Lending 
to Build New Housing Units 

  
Made it Easier to 
Obtain Lending 

No Impact on Ability to 
Secure Lending  

Made it More Difficult 
to Obtain Lending  

Percentage of 
Respondents 

49.4% 50.6% 0.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

Table 0.23 contains the views of contractors on the impact of the Help to Buy incentive on the 
decision to build additional housing over the next two years. It shows that three-quarters of 
respondents (75%) stated that the Help to Buy was likely to incentivise more units over the next 
two years. In our economic ex-post cost-benefit modelling we have not included any potential 
future supply impact. Indecon accepts that the scheme may incentivise more units in the future 
but it is difficult to have precision on the likely scale of such inputs. 

 Table 0.23: Views of Respondents on Impact of HTB on the Decision to Build 
Additional Housing Units over the Next Two Years  

Impact Percentage of Respondents 

Likely to Incentivise More Units  75.0% 

Likely to Result in Less Units  0% 

No Impact on Building Plans  25.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 
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Evidence of Impact of Help to Buy on Affordability 

A key objective of the HTB incentive was to help first-time buyers to fund a deposit and improve 
affordability. Figure 0.11 presents the views of respondents to Indecon’s survey of registered 
qualifying contractors on the impact of the Help to Buy Scheme on affordability. Almost two-
thirds (64.1%) of respondents suggested that the Help to Buy Scheme resulted a very significant 
improvement in the affordability of housing as a result of the incentive.  

 

 Figure 0.11: Views of Respondents on Impact of HTB Incentive on Affordability  

 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

Indecon has undertaken a detailed quantitative assessment of the impact of the Help to Buy 
Scheme on affordability. Specifically, we replicate aspects of the methodology utilised in a 2016 
Central Bank research note80 using updated data and assumptions to estimate the time required 
to save for a deposit both with and without HTB assistance. The Central Bank paper estimates the 
time to save required for those in the 60th household income percentile and those in the 80th 
household income percentile. We replicate this approach and vary the income by country based 
on CSO data on differing mean incomes in different areas of the country from 2014 (the latest 
available year for this data). The data on household income percentiles is based on the results of 
the Survey of Income and Living Conditions (SILC) for 2016. The following table illustrates the 
estimates for household incomes in both income percentiles utilised in our modelling. 

 Table 0.24: Estimates of 60th and 80th Household Income Percentiles by Region  

 Regional Adjustment 60th Percentile 80th Percentile 

State 100% 50,253 80,003 

Dublin 112% 56,071 89,265 

Rest of Leinster 97% 48,504 77,219 

Munster 96% 48,230 76,783 

Connacht 93% 46,536 74,086 

Ulster (pt) 81% 40,761 64,892 

 Source: Indecon analysis of CSO and SILC data   

                                                           
80 Kelly, Connor & McCann, Fergal, 2016. "Rental markets, savings and the accumulation of mortgage deposits," Quarterly 

Bulletin Articles, Central Bank of Ireland, pages 56-70, October. 
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In calculating the annual savings towards a deposit accumulated under these household incomes, 

we follow the Central Bank paper by using the minimum expenditure guidelines from the 

Insolvency Service of Ireland (ISI)81 as an estimate of the minimum cost of living for these 

households. As was the case for the Central Bank research, we include a 20% mark-up on the ISI 

estimates to allow for the fact that these guidelines are designed for those likely to be in some 

level of financial difficulty. In our model we assume the expenditure guidelines for a two-adult 

household with a vehicle. These expenditure guidelines include guidance for non-housing 

expenditure. In line with the methodology used in the Central Bank analysis, we assume that 

those households saving for a mortgage deposit are currently renting a 2-bedroom apartment. 

The following table outlines the average monthly rent for 2-bedroom apartments in each county 

in 2017 as well as our assumed minimum expenditure on non-housing, total expenditure and total 

savings for households in the 60th and 80th income percentiles. 

 Table 0.25: Average Monthly Rent, Minimum Expenditure and Savings 

 

Average monthly 
rent for 2-
bedroom 

apartment - 2017 

Minimum Non-
Housing 

Expenditure 
(Monthly) 

60th Income 
Percentile - 

Monthly Savings 

80th Income 
Percentile - 

Monthly Savings 

Carlow 640 1,718 623 1,830 

Cavan 499 1,718 434 1,465 

Clare 563 1,718 689 1,890 

Cork 958 1,718 294 1,495 

Donegal 497 1,718 436 1,467 

Dublin 1,400 1,718 187 1,553 

Galway 896 1,718 283 1,449 

Kerry 645 1,718 607 1,809 

Kildare 989 1,718 275 1,482 

Kilkenny 737 1,718 527 1,734 

Laois 652 1,718 612 1,819 

Leitrim 446 1,718 734 1,899 

Limerick 714 1,718 538 1,739 

Longford 461 1,718 803 2,009 

Louth 817 1,718 447 1,654 

Mayo 559 1,718 621 1,787 

Meath 905 1,718 359 1,566 

Monaghan 544 1,718 389 1,420 

Offaly 565 1,718 699 1,906 

Roscommon 463 1,718 717 1,882 

Sligo 544 1,718 635 1,801 

Tipperary 533 1,718 719 1,920 

Waterford 611 1,718 641 1,842 

Westmeath 655 1,718 609 1,816 

Wexford 589 1,718 675 1,882 

Wicklow 1,076 1,718 188 1,395 

 Source: Indecon analysis  

In addition to income and savings, another key factor in estimating the average time required to 
save for a deposit is the average price of the houses being purchased. For our analysis, we use the 
average prices of houses purchased by HTB claimants on a county-by-county basis. The following 

                                                           
81 https://www.isi.gov.ie/en/ISI/GuidelinesUnderSection23-FINAL.pdf/Files/GuidelinesUnderSection23-FINAL.pdf  

https://www.isi.gov.ie/en/ISI/GuidelinesUnderSection23-FINAL.pdf/Files/GuidelinesUnderSection23-FINAL.pdf
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table illustrates these average dwelling purchase prices and the minimum deposit required to 
meet an LTV of 90%. However, given that the Central Bank mortgage lending rules also set 
restrictions on lending based on loan-to-income (LTI) ratios, we also include the deposits required 
for each of the income percentiles included in our analysis, assuming that any shortcoming in the 
LTI ratios must be made up for via a larger deposit. It should be noted that while the savings 
calculations outlined above are based on incomes net of taxation, the LTI calculations are made 
based on gross income, in line with the Central Bank mortgage lending rules. 

 Table 0.26: Average Purchase Price of Dwellings by HTB Claimants and Deposits 
Required for Different Income Percentiles and LTI Ratios 

 

Average 
Price 

Minimum 
Deposit 
(10%) 

60th 
Income 

Percentile 
& 3.5 LTI 

60th 
Income 

Percentile 
& 4.5 LTI 

80th 
Income 

Percentile 
& 3.5 LTI 

80th 
Income 

Percentile 
& 4.5 LTI 

Carlow 231,982 23,198 62,219 23,198 23,198 23,198 

Cavan 231,900 23,190 89,237 48,476 23,190 23,190 

Clare 253,824 25,382 85,018 36,788 25,382 25,382 

Cork 307,699 30,770 138,893 90,663 38,958 30,770 

Donegal 214,264 21,426 71,601 30,840 21,426 21,426 

Dublin 348,311 34,831 152,063 95,992 35,882 34,831 

Galway 266,167 26,617 103,291 56,754 26,617 26,617 

Kerry 264,499 26,450 95,693 47,463 26,450 26,450 

Kildare 328,957 32,896 159,194 110,690 58,692 32,896 

Kilkenny 285,105 28,511 115,342 66,838 28,511 28,511 

Laois 231,106 23,111 61,343 23,111 23,111 23,111 

Leitrim 229,372 22,937 66,496 22,937 22,937 22,937 

Limerick 259,121 25,912 90,315 42,085 25,912 25,912 

Longford 261,803 26,180 92,040 43,536 26,180 26,180 

Louth 251,844 25,184 82,081 33,577 25,184 25,184 

Mayo 267,041 26,704 104,165 57,628 26,704 26,704 

Meath 298,038 29,804 128,275 79,771 29,804 29,804 

Monaghan 232,815 23,282 90,152 49,391 23,282 23,282 

Offaly 231,858 23,186 62,095 23,186 23,186 23,186 

Roscommon 255,039 25,504 92,163 45,626 25,504 25,504 

Sligo 228,304 22,830 65,428 22,830 22,830 22,830 

Tipperary 243,993 24,399 75,187 26,957 24,399 24,399 

Waterford 227,267 22,727 58,461 22,727 22,727 22,727 

Westmeath 246,407 24,641 76,644 28,140 24,641 24,641 

Wexford 237,234 23,723 67,471 23,723 23,723 23,723 

Wicklow 326,405 32,641 156,642 108,138 56,140 32,641 

 Source: Indecon analysis  

 

Using the analysis outlined above, we estimate the average time required to save for a deposit 
for a given household income and LTI ratio. The time-to-save (TTS) is calculated as per the 
following formula, in line with the methodology in the Central Bank paper: 

𝑇𝑇𝑆 =
𝐷𝑒𝑝𝑜𝑠𝑖𝑡

(𝑁𝑒𝑡 𝑀𝑜𝑛𝑡ℎ𝑙𝑦 𝐼𝑛𝑐𝑜𝑚𝑒 − 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠 − 𝑅𝑒𝑛𝑡)
 

This formula can be used to estimate the TTS both with and without HTB assistance. In estimating 
the impact of HTB assistance, we assume that HTB assistance amounts to 5% of the value of the 
dwelling being purchased.  
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It should also be noted that we account for any potential impact of the HTB incentive on house 
prices in these calculations. The econometric analysis presented earlier estimated the impact of 
HTB on the prices of new build dwellings of approximately 0.03%, relative to how prices would 
have developed without the HTB incentive. We adjust the calculations of the deposit required 
under the counterfactual scenario in which HTB was not available to reflect the likely lower house 
prices and thus somewhat lower deposit requirements. This adjustment ensures that any impact 
of the HTB incentive on prices is accounted for in our analysis of affordability benefits. 

The following table outlines the TTS for each household type included in our analysis in terms of 
household income and LTI, on a county-by-county basis. The impact of HTB on savings time 
required is most significant for those on lower incomes with lower LTI ratios in those areas of the 
country with higher home prices. 

 Table 0.27: Time-to-save with and without HTB assistance (Years) 

 

60th Income 
Percentile & 3.5 

LTI 

60th Income 
Percentile & 4.5 

LTI 

80th Income 
Percentile & 3.5 

LTI 

80th Income 
Percentile & 4.5 

LTI 

  
TTS - No 

HTB  

TTS - 
With 
HTB  

TTS - No 
HTB  

TTS - 
With 
HTB  

TTS - No 
HTB  

TTS - 
With 
HTB  

TTS - No 
HTB  

TTS - 
With 
HTB  

Carlow 8.3 6.8 3.1 1.6 1.1 0.5 1.1 0.5 

Cavan 17.1 14.9 9.3 7.1 1.3 0.7 1.3 0.7 

Clare 10.3 8.7 4.4 2.9 1.1 0.6 1.1 0.6 

Cork 39.3 35.0 25.7 21.3 2.2 1.3 1.7 0.9 

Donegal 13.7 11.6 5.9 3.8 1.2 0.6 1.2 0.6 

Dublin 67.6 59.9 42.7 35.0 1.9 1.0 1.9 0.9 

Galway 30.4 26.5 16.7 12.8 1.5 0.8 1.5 0.8 

Kerry 13.1 11.3 6.5 4.7 1.2 0.6 1.2 0.6 

Kildare 48.3 43.3 33.5 28.6 3.3 2.4 1.8 0.9 

Kilkenny 18.2 16.0 10.6 8.3 1.4 0.7 1.4 0.7 

Laois 8.3 6.8 3.1 1.6 1.1 0.5 1.1 0.5 

Leitrim 7.5 6.2 2.6 1.3 1.0 0.5 1.0 0.5 

Limerick 14.0 12.0 6.5 4.5 1.2 0.6 1.2 0.6 

Longford 9.6 8.2 4.5 3.2 1.1 0.5 1.1 0.5 

Louth 15.3 13.0 6.3 3.9 1.3 0.6 1.3 0.6 

Mayo 14.0 12.2 7.7 5.9 1.2 0.6 1.2 0.6 

Meath 29.7 26.3 18.5 15.0 1.6 0.8 1.6 0.8 

Monaghan 19.3 16.8 10.6 8.1 1.4 0.7 1.4 0.7 

Offaly 7.4 6.0 2.8 1.4 1.0 0.5 1.0 0.5 

Roscommon 10.7 9.2 5.3 3.8 1.1 0.6 1.1 0.6 

Sligo 8.6 7.1 3.0 1.5 1.1 0.5 1.1 0.5 

Tipperary 8.7 7.3 3.1 1.7 1.1 0.5 1.1 0.5 

Waterford 7.6 6.1 3.0 1.5 1.0 0.5 1.0 0.5 

Westmeath 10.5 8.8 3.8 2.2 1.1 0.6 1.1 0.6 

Wexford 8.3 6.9 2.9 1.5 1.1 0.5 1.1 0.5 

Wicklow 69.4 62.2 47.9 40.7 3.3 2.4 1.9 1.0 

 Source: Indecon analysis  

The estimates of average reductions in months of savings required for different household types 
shows that the impact of the HTB assistance differs significantly depending on the nature of the 
HTB claimant in terms of income level and mortgage LTI ratio. The results also show that the 
availability of HTB has reduced the time to save for all claimants and has improved the overall 
affordability of housing for qualifying individuals. 
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Summary of Findings 

 The analysis of the housing market demonstrated the increase in Irish property prices in 
recetn years. Property prices are influenced by a number of factors and reflect the 
relationship between demand and supply as well as changes in costs of house building. This 
is a critical issue as if the HTB incentive led to an increase in prices of 5% relative to the 
counterfactual scenario without HTB, this would be equal to the average HTB payment made 
to most purchasers. 

 In order to consider what impact the HTB incentive may have had on prices, Indecon has 
undertaken econometric modelling to help to inform an assessment of the impact, if any, of 
the incentive on house prices. Indecon’s econometric models suggest that prices of dwellings 
may have increased marginally since the introduction of HTB incentive led to an increase in 
prices of 5% relative to the counterfactual scenario without HTB.  We note, however, that 
there were also changes in loan to value and loan to income rules over this period which may 
have impacted on prices and so it is difficult to identify any significant discrete impact on 
prices from this relatively limited HTB incentive. Our econometric analysis, however, suggests 
a minor impact on prices of 0.028 percent arising from the HTB. 

 Unpublished hedonic regression analysis undertaken by Professor Ronan Lyons of TCD for five 
regions since 2015 seems to suggest a growing premium for new homes. A large but static 
premium would be consistent with new homes being of higher quality, but a growing 
premium may suggest something else is impacting on price changes for new homes. Indecon 
also notes that it is possible that there are different prices movements for HTB starter homes 
compared to all new homes. 

 Given the possibility that changes in the average prices of all new properties may not be an 
accurate measure of price changes for those residential units which have qualified for HTB, 
for this study, we obtained insights into how prices for new build units which qualified for 
HTB have changed since Q2 2017.  The figures are informative in highlighting how prices for 
HTB new builds have changed over the past year. The figures are representative of houses 
which would qualify for HTB in over 19 different housing sites and account for over 1,600 of 
house sales since the beginning of 2017. Indecon notes that the evidence suggests that house 
price inflation for starter units for first-time buyers appears more constrained than overall 
new house price inflation and the most recent figures suggest a slowing down in prices.  

 In considering the impact of the HTB incentive on prices, Indecon notes that house price 
inflation for properties which qualify for HTB is influenced by overall build cost inflation and 
other supply/demand factors and not just by the HTB incentive. Housing cost inflation in turn 
is impacted by any changes required to adhere to enhanced building regulations, as well as 
changes in material costs, labour costs and the cost of sites. On building regulations there has 
been revisions to Part L (conservation of fuel and energy) and Part H (drainage and waste 
water disposal) regulations.  We also note that nZEB (near Zero Energy Building) on Part L 
regulations will take effect from 2019. In addition, house prices are impacted by changes in 
the costs of purchasing sites. The cost of sites in turn are influenced by zoning policies and 
shortages in the availability of zoned lands inevitable impacts on housing prices.  

 The evidence considered in this report suggests that while there may have been a very small 
increase in prices attributable to the introduction of the HTB incentive, the primary driver of 
house prices remain wider economic conditions and the continued misalignment between 
demand and supply. There is, however, merit in continuing to monitor HTB house prices.  

 The analysis presented suggests that following the introduction of the Help to Buy incentive 
there was a marked increase in supply. Indecon would caution against attributing this only to 
the HTB incentive. In terms of the impact on supply, over 70% of respondents to Indecon’s 
survey of registered qualifying contractors indicated that the scheme encouraged them to 
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build additional new units. Indecon believes that factors other than the HTB are significant in 
influencing levels of supply. However, our research suggests that the incentive is likely to have 
had an impact on the supply of housing in some price categories. The HTB may also impact 
on the mix of housing units on offer in the market.  

 Indecon has modelled the impact of the incentive on affordability for claimants in terms of 
the time required to save for a mortgage deposit. The impact of the HTB assistance differs 
depending on the nature of the HTB claimant in terms of income and mortgage levels and 
other factors. The findings of the modelling show that the availability of HTB has reduced the 
time to save for all claimants and improved the overall affordability of housing for these 
individuals.  
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13 Costs and Benefits of the Help to Buy Incentive 

Introduction 

The key policy objectives of the HTB incentive were to improve housing affordability for first-time 
buyers and to increase the supply of new homes. In light of the continued misalignment between 
supply and demand in the Irish housing market, the objectives of the HTB incentive to help first-
time buyers to afford a home and to also incentivise supply remain relevant.  Indecon notes that 
the time limited nature of the HTB scheme is likely to represent an incentive for contractors to 
accelerate construction where feasible. It is, however, critical to rigorously evaluate the costs and 
benefits of this and other incentives so as to ensure the best use of scarce Exchequer resources 
in addressing the scale of the housing challenges which exist. 

The benefits of the incentive included in the cost-benefit analysis focus on the impact of the 
incentive on housing affordability and the impact of the incentive on housing supply. We also 
consider any impact on housing quality and on any additional Exchequer revenues. It is, however, 
important to first consider the costs of the incentive. 

 

Costs 

The main costs of HTB are the costs of the claims made under the scheme. The following table 
illustrates the direct cost of HTB claims. As of July 2018, the direct total cost to the Exchequer of 
the HTB claims was €110 million. We also include an indicative administration costs of €3 million. 
When adjusting these costs for the shadow cost of public funds of 130%, the cost of the incentive 
for inclusion in the CBA modelling increases to €147 million.  

 

 Table 0.28: Costs of HTB Incentive Accounting for Shadow Cost of Public Funds  

Direct Cost of HTB Incentive Claims to Date €143.1 Million 

Administrative Costs €3.9 Million 

Total Costs €147 Million 

 Source: Indecon analysis of Revenue Commissioners’ Data   

 

Benefits 

The benefits of the incentive included in the ex-post cost-benefit analysis focus on the impact of 
the incentive on housing affordability and on the quality of housing.  We also consider any impact 
of the incentive on housing supply. In our analysis we adjust the estimated benefit to take account 
of economic deadweight.82  We also adjust our estimates for any impacts attributed to an increase 
in property prices due to the HTB incentive. Econometric modelling undertaken by Indecon 
suggests that there may have been a slight increase in house prices due to the HTB incentive.  
However, the evidence suggests that the increases in the price of starter homes has been more 
constrained than overall price changes. The Indecon cost-benefit analysis (CBA) model includes 
the benefits of the HTB incentive of some additional taxation revenue accruing to the Exchequer 
due to properties purchased by HTB recipients.  Our judgement, however, is that most of the tax 

                                                           
82 Technically “the deadweight concept refers to the likelihood that an outcome or benefit would have 

occurred” without the incentive.  See Gray. AW. “A Guide to Evaluation Methods”, Published by Gill 

and Macmillan, 1995, p6. 
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revenues would have accrued in any case to the Exchequer and this is taken account of in our 
cost-benefit modelling.   

The aims of the HTB incentive include improving housing affordability for first-time buyers and 
incentivising additional housing supply. As noted in Chapter 0 of this report, housing affordability, 
particularly in urban areas, has been deteriorating significantly in recent years. As indicated from 
our estimates of the impact of the HTB, affordability has improved as a result of the incentive.   

In estimating the affordability benefits to HTB claimants, Indecon have modelled an estimate of 
the likely amount of time required to save the deposit required to secure a mortgage for different 
households based on their location, their income and the nature of their mortgage. The impact 
of the HTB assistance differs significantly depending on the nature of the HTB claimant in terms 
of income level and mortgage LTI. We assume that areas with higher house prices will have a 
significantly higher proportion of both first-time buyer households in the higher income 
percentile and first-time buyers with mortgage approvals with the higher LTI ratio exemptions. 
The estimates of the months of saving no longer required due to the availability of HTB assistance 
are included as a key affordability benefit in our analysis. An illustrative example of the calculation 
of months of savings avoided for a claimant and how these months are monetised as benefits can 
be found in the annex to this report. 

We also utilise estimates of months of savings no longer required to calculate the benefits 
accruing to claimants of mortgage payments which are less than the rent being paid. In calculating 
the financial benefits of having a lower mortgage payment than the average rent (where this 
applies) we utilise average rent data from the CSO for 2017. We also assume that average rents 
for the period 2018 – 2020 will grow in each county by the same rate as rents increased between 
2016 and 2017. Average mortgage rates are calculated based on the average purchase price of 
HTB claimants. We assume that mortgages have an interest rate of 3.5% and have an LTV of 85%. 
For most counties, the average mortgage payment exceeds the average rental payment thus 
there is no direct financial benefit to the claimant other than the benefits of funding an asset. 
However, there is a benefit for HTB claimants in Dublin, which we include in our model. 

In our estimation of the benefits we also include an estimate of the benefit to claimants from 
improved housing quality. To quantify this benefit, we take the differential between the average 
mortgage payment for an apartment and the average mortgage payment for a three-bedroom 
house. We assume that the differential between these two payments equates to the benefit of 
living in a three-bedroom house over an apartment on a monthly basis. We adjust this benefit so 
that it is net of the additional cost of the mortgage for the house purchased by claimants over 
their previous monthly rent payments. The benefits only accrue for the additional months in 
which the claimant is living in the newly purchased three-bedroom house arising from HTB 
assistance. 

In estimating all benefits, we reduce the benefits to take account of deadweight. In calculating 
deadweight, we assume that any purchase made by an HTB claimant with a loan-to-value (LTV) 
ratio greater than that required to make the purchase after HTB assistance, considering Central 
Bank mortgage lending rules on LTI and LTV, is a purchase that could have taken place in the 
absence of the HTB assistance and constitutes deadweight. Our estimates suggest that 
deadweight is higher for areas with lower purchase prices. However, within areas with higher 
purchase prices, there is higher deadweight for claimants with higher income and higher LTI on 
their mortgages. 

The impact of the HTB incentive on increased housing supply is difficult to quantify. Following the 
introduction of the Help to Buy incentive there was a marked increase in supply. Indecon would 
caution against attributing this only to the HTB incentive. In terms of the impact on supply, over 
70% of respondents to Indecon’s survey of registered qualifying contractors indicated that the 
scheme encouraged them to build additional new units. Indecon believes that factors other than 
the HTB are significant in influencing levels of supply. However, our research suggests that the 
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incentive is likely to have had an impact on the supply of housing in some price categories and 
has also impacted on the mix of housing units on offer in the market. We have included an 
estimate of the benefit of the scheme in terms of supply side impacts. 

In estimating the supply side impacts, we assume that each dwelling purchased with HTB 
assistance in the Greater Dublin Area (Dublin, Wicklow, Kildare, Meath), contributes to easing the 
deficit between housing demand and housing supply in the region. As such, we assign a value of 
€2,500 for each newly purchased dwelling per year. While it is difficult to assign a specific value 
to the annual benefit of easing of housing shortages, our estimate has been informed by 
comparing rental values in areas of shortage and other international research on the economic 
costs of congestion. We believe our numbers may represent an underestimate of the supply 
inputs but because of the uncertainty in this area, a prudent approach is warranted so as to ensure 
that the benefits are not overestimated. For this reason, we also estimate this supply benefit net 
of deadweight as calculated for the affordability benefits. In addition, we include an additional 
deadweight level of 50% to reflect the fact that many of the homes purchased under the HTB may 
have been constructed without the HTB incentive. Our modelling suggests that the benefits 
amount to €13.2 million, net of deadweight. 

We also include as a benefit an estimate of the additional Exchequer income arising from the sale 
of HTB properties. Our figures are calculated based on the average price of FTB purchases under 
the scheme to date on a county level. For self-builds VAT is only charged on the construction costs, 
and is calculated on an assumed VAT-inclusive cost of 50% of the total price. 

As with all other benefits, Indecon have adjusted our estimates of taxation benefits to exclude all 
dwellings which HTB recipients could have purchased without HTB assistance. We also assume an 
additional 90% deadweight on Exchequer revenues on the remaining purchases under the HTB 
incentive to reflect the fact that, even without the incentive in place, we assume that most of 
these properties would likely have been built and purchased by other buyers or that other 
spending would have provided a similar Exchequer tax contribution. 
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Findings of Baseline Cost-Benefit Analysis Model 

The following table outlines the findings of the baseline cost-benefit analysis model. The findings 
of our analysis of the costs and benefits of the HTB suggests a small positive BCR. 

 

 Table 0.29: Findings of Baseline CBA Model  

 € Millions 

Costs  

Cost of Claims (Adjusted for Shadow Cost of Public Funds) 143.1 

Administrative Costs (Adjusted for Shadow Cost of Public Funds) 3.9 

Total Costs 147.0 

Tax Revenue Benefits   

Gross 316.1 

Net of Deadweight 22.81 

Value of the Reduction in Time to Fund a Deposit  

Total 126.3 

Net of Deadweight 90.6 

Savings from Lower Mortgage Payments than Rent  

Total 23.9 

Net of Deadweight 23.2 

Supply Benefit   

Total 14.8 

Net of Deadweight 13.2 

Housing Quality Benefits  

Total 61.4 

Net of Deadweight 38.9 

Total Benefits 188.8 

Net Benefits 41.7 

BCR 1.28 

 Source: Indecon analysis  

 

Conclusions 

 In light of the continued misalignment between supply and demand in the Irish housing 
market, the objectives of the HTB incentive to help first-time buyers to afford to purchase a 
home and to also incentivise supply remain relevant.   

 Econometric modelling undertaken by Indecon suggests that there may have been a slight 
increase in house prices due to the HTB incentive.  However, the evidence suggests that the 
increases in the price of starter homes has been more constrained than overall price changes. 

 Following the introduction of the Help to Buy incentive there was a marked increase in 
supply. Indecon would caution against attributing this only to the HTB incentive. In terms of 
the impact on supply, over 70% of respondents to Indecon’s survey of registered qualifying 
contractors indicated that the scheme encouraged them to build additional new units. 
Indecon believes that factors other than the HTB are significant in influencing levels of 
supply. However, our research suggests that the incentive is likely to have had an impact on 
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the supply of housing in some price categories. The HTB may also impact on the mix of 
housing units on offer in the market. 

 Indecon’s independent cost-benefit analysis modelling suggests the HTB incentive has had a 
small positive net impact to date.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

285 
 

Illustrative Example of Impact of HTB on Reduction in Time 
to Fund a Deposit 

The HTB incentive provides eligible first-time buyers with a subsidy equivalent to 5% of the 

purchase price of the dwelling, to a maximum of €20,000. This subsidy can have a significant 

impact for beneficiaries in terms of enhancing their ability to afford a newly build house. The HTB 

subsidy allows beneficiaries to accumulate the deposit required to secure a mortgage in 

significantly less time than would otherwise be required. The financial benefit of the HTB incentive 

represents a benefit to the recipients, while also representing a cost to the exchequer. In our 

modelling we include the financial benefit to HTB recipients as an affordability benefit of the HTB 

incentive, net of deadweight. We estimate deadweight as any benefits accruing to HTB 

beneficiaries who would have had a sufficient deposit to secure a mortgage for their property 

even without HTB assistance. Our modelling also includes the financial costs to the exchequer of 

the HTB incentive on the costs side of the model. These costs are adjusted for the shadow cost of 

public funds, as required by the Public Spending Code. The affordability benefits of the HTB 

incentive are thus included in the model net of the costs to the exchequer of offering the HTB 

incentive. 

The months of savings avoided due to the availability of HTB assistance leads to fewer months 

spent saving for a deposit. For some recipients of HTB this leads to a direct saving but only if the 

costs of the monthly mortgage are less than the previous rent paid. This has a direct financial 

benefit which is included as a value in our benefit model. In addition, the reduction in the time to 

fund a deposit means the recipients is in the new housing unit faster. This has a benefit in terms 

of housing quality which is also included as a value in our modelling.  The calculation of months 

of savings avoided due to the availability of the HTB incentive is thus a factor in estimating the 

benefits included in our model. The reduction in months of savings required will depend on a 

number of factors including the income of the beneficiary, the price of the house, the current rent 

being paid by the beneficiary and the nature of the mortgage obtained with regards to the loan-

to-income ratio.  

The time-to-save (TTS) is calculated as per the following formula, in line with the methodology in 
the Central Bank paper referenced previously: 

 

𝑇𝑇𝑆 =
𝐷𝑒𝑝𝑜𝑠𝑖𝑡

(𝑁𝑒𝑡 𝑀𝑜𝑛𝑡ℎ𝑙𝑦 𝐼𝑛𝑐𝑜𝑚𝑒 − 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠 − 𝑅𝑒𝑛𝑡)
 

 

This formula can be used to estimate the TTS both with and without HTB assistance. In estimating 
the impact of HTB assistance, we assume that HTB assistance amounts to 5% of the value of the 
dwelling being purchased.  

No data on the income levels of HTB recipients was available to Indecon. As such, in estimating 
income levels we replicate the approach in the Central Bank paper and examine the impact of the 
HTB incentive on beneficiaries with incomes in the 60th and 80th percentiles of the income 
distribution. 

Rent is estimated based on CSO data on the average rent in the county of a given beneficiary. In 
estimating average expenses, we follow the Central Bank paper by using the minimum 
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expenditure guidelines from the Insolvency Service of Ireland83 (ISI) as an estimate of the 
minimum cost of living for these households. As was the case for the Central Bank research, we 
include a 20% mark-up on the ISI estimates to allow for the fact that these guidelines are designed 
for those likely to be in some level of financial difficulty.   

What follows in this section are two examples to illustrate the impact of the HTB subsidy on 

savings time required for beneficiaries under certain assumptions. 

 

Example 1: HTB beneficiaries in Dublin with Income in 80th percentile and 
mortgage loan-to-income ratio of 4.5 

Example 1 involves a couple with household income in the 80th percentile for Dublin and a 

mortgage with a loan-to-income (LTI) ratio of 4.5. In our modelling we assume that this couple 

purchase a house for the average purchase price of HTB beneficiaries in Dublin. The following 

table illustrates the TTS calculation for this example both with and without HTB assistance. 

 Table A1.1: Reduction in Savings Time Required with HTB – Example 1  

Assumptions on Beneficiary  

Location Dublin 

Loan-to-Income Ratio 4.50 

Income Percentile 80th 

Gross Income 89,265 

Net Income 56,047 

House Price 348,311 

Maximum Mortgage under LTI: 401,694 

Assumptions for TTS Calculation  

Minimum Deposit Required 34,831 

Annual Expenses 20,615 

Annual Rent 16,796 

Annual Savings 18,636 

TTS 1.87 

Minimum Deposit Required with HTB 17,416 

TTS -With HTB 0.93 

Time Savings due to HTB (Months): 11.2 

 Source: Indecon analysis  

 

This table shows that for this beneficiary HTB assistance lowers the amount of time required to 

save for a deposit by just over 11.2 months. In our model this equates to a benefit of €787. This 

is comprised of a saving in rent for the couple of €15,688 over the 11.2 months and from this we 

deduct the mortgage payments for that 11.2 months, giving a benefit of €787.  We also estimate 

that there is a housing quality benefit for the couple over the 11.2 months of €1,398.  This value 

is based on the differential between the mortgage costs of a 2-bed apartment and the mortgage 

costs of a 3-bed house. We treat this differential as an estimate of the benefits accruing to living 

in the HTB assisted home relative to their existing accommodation. We restrict this benefit only 

to the 11.2-month period. Indecon notes that there is uncertainty concerning the precise 

                                                           
83 https://www.isi.gov.ie/en/ISI/GuidelinesUnderSection23-FINAL.pdf/Files/GuidelinesUnderSection23-FINAL.pdf  

https://www.isi.gov.ie/en/ISI/GuidelinesUnderSection23-FINAL.pdf/Files/GuidelinesUnderSection23-FINAL.pdf
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estimates of such benefits but given data availability, we believe this is a reasonable estimate of 

the benefits. 

 

Example 2: HTB beneficiaries in Mayo with Income in 60th percentile and 
mortgage loan-to-income ratio of 4.5 

Example 2 assumes that the HTB beneficiaries are seeking to purchase a new home in Mayo, have 

a household income in the 60th income percentile and have mortgage LTI ratio of 4.5. The 

following table shows the impact of HTB assistance under these assumptions. It should be noted 

that the minimum deposit required under this example exceeds the 10% LTV minimum as per the 

Central Bank mortgage lending rules due to the constraint of the loan-to-income restrictions 

under these same rules. We assume in this example that any shortfall in the total mortgage 

accessible by the beneficiaries will require a larger deposit in order to complete the purchase of 

the new dwelling. 

 

 Table A1.2: Reduction in Savings Time Required with HTB – Example 2 

Assumptions on Beneficiary  

Location Mayo 

Loan-to-Income Ratio 4.50 

Income Percentile 60th 

Gross Income 46,536 

Net Income 34,773 

House Price 267,041 

Maximum Mortgage under LTI: 209,413 

Assumptions for TTS Calculation  

Minimum Deposit Required 57,554 

Annual Expenses 20,615 

Annual Rent 6,704 

Annual Savings 7,454 

TTS 7.72 

Minimum Deposit Required with HTB 44,276 

TTS -With HTB 5.94 

Time Savings due to HTB (Months): 21.4 

 Source: Indecon analysis  

 

In this example, HTB assistance reduces the TTS by 21 months. In this example there is no rental 

savings compared to mortgage costs and so none is included in our modelling. There is, however, 

an estimated house quality benefit of €4,060.  

In our cost benefit modelling these and other benefits are included in our estimates but we note 

that there are costs to the Exchequer involved. Such costs are increased by the shadow price of 

public funds and are compared to the estimated benefits after taking account of deadweight. 
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Detailed Tables on HTB Applications and Claims 

 

 

 Applications by First-Time Buyers by Type of Application 

Type of Applicant Number of Applications 

Retrospective 1,569 

Non-Retrospective 17,266 

Total 18,835 

 Source: Data from the Revenue Commissioners 

 

 

 Number and Value of Help to Buy Claims by New Purchase and Self Build 
 (Monthly Since January 2018) 

Month No. of Claims 
Value (€) – New 

Purchase 
Value (€) – Self Build 

January 2018 336 60.8* 12.3* 

February 2018 369 4.5 1 

March 2018 394 4.8 1.1 

April 2018 430 5.2 1 

May 2018 427 5.4 1.1 

June 2018 440 5.3 1.2 

July 2018 438 5 1.4 

TOTAL 7,658 91 19.1 

 Source: Data from the Revenue Commissioners 

 * First month that data became available for this query 

 

 

 Help to Buy Claims by First-Time Buyers by Grouping 

Type of Applicant Number of Claims 

Single Application 1,336 

Group Application 6,322 

 Source: Data from the Revenue Commissioners 
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 Help to Buy Claims by First-Time Buyers 

Type of Applicant Number of Claimants 

New Build Retrospective 992 

New Build Non-Retrospective 5,686 

Self-Build Retrospective 330 

Self-Build Non-Retrospective 1,187 

 Source: Data from the Revenue Commissioners 

 

 Help to Buy Claims by Amount Claimed 

Amount Claimed (€) % of Claims 

0-4,999 2.93% 

5,000 – 9,999 12.52% 

10,000 – 14,999 35.86% 

15,000 – 19,999 36.06% 

20,000 12.71% 

 Source: Data from the Revenue Commissioners  
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 Geographical Breakdown of Help to Buy Claims  

County Number of Claims 
Percentage of Total 

Applications 

Carlow 57 0.70% 

Cavan 55 0.67% 

Clare 107 1.30% 

Cork 785 9.5% 

Donegal 72 0.88% 

Dublin 2,986 36.30% 

Galway 331 4.02% 

Kerry 68 0.83% 

Kildare 804 9.74% 

Kilkenny 63 0.77% 

Laois 115 1.41% 

Leitrim 22 0.27% 

Limerick 254 3.07% 

Longford 30 0.37% 

Louth 227 2.77% 

Mayo 109 1.33% 

Meath 988 12.00% 

Monaghan 58 0.71% 

Offaly 72 0.88% 

Roscommon 56 0.68% 

Sligo 48 0.59% 

Tipperary 135 1.65% 

Waterford 177 2.15% 

Westmeath 105 1.28% 

Wexford 122 1.49% 

Wicklow 384 4.64% 

Total 8,240 100% 

 Source: Data from the Revenue Commissioners 

 Note: Total of 8,240 includes 582 claims which have not yet been approved. 
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 Completed Help to Buy Transactions by Type and County 

County New Build 
New Build, 

Retrospective 
New Builds as  

% of Total 

Carlow 30 <10 0.56% 

Cavan 12 <10 0.22% 

Clare 37 <10 0.69% 

Cork 456 94 8.53% 

Donegal 25 <10 0.47% 

Dublin 2,374 405 44.40% 

Galway 119 33 2.23% 

Kerry 12 <10 0.22% 

Kildare 600 99 11.22% 

Kilkenny 10 <10 0.19% 

Laois 53 14 0.99% 

Leitrim <10 <10 NA 

Limerick 137 34 2.56% 

Longford <10 <10 NA 

Louth 154 14 2.88% 

Mayo 19 <10 0.36% 

Meath 734 77 13.73% 

Monaghan <10 <10 NA 

Offaly 27 <10 0.50% 

Roscommon <10 <10 NA 

Sligo 18 <10 0.34% 

Tipperary 38 <10 0.71% 

Waterford 114 26 2.13% 

Westmeath 36 <10 0.67% 

Wexford 50 <10 0.94% 

Wicklow 267 54 4.99% 

Total 5,347 928 100% 

 Source: Data from the Revenue Commissioners 
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 Completed Help to Buy Transactions by Average Price and County (€) 

County 
Overall Average (New 
build and self-build) 

New Build, Non-
retrospective 

New Build, 
Retrospective 

Carlow 230,905 218,733 243,833 

Cavan 231,710 162,542 123,333 

Clare 252,102 202,879 169,643 

Cork 306,731 305,070 286,843 

Donegal 214,243 182,744 161,688 

Dublin 349,193 349,582 345,412 

Galway 268,604 254,329 221,492 

Kerry 261,107 230,250 199,857 

Kildare 329,489 331,002 312,235 

Kilkenny 287,152 263,900 201,750 

Laois 229,043 205,458 194,418 

Leitrim 226,641 189,544 165,000 

Limerick 260,063 256,374 234,756 

Longford 252,658 202,500 56,000 

Louth 252,869 240,234 230,214 

Mayo 269,206 222,278 169,500 

Meath 299,278 294,458 268,605 

Monaghan 230,193 173,000 175,593 

Offaly 231,845 196,227 154,167 

Roscommon 264,739 177,875 175,240 

Sligo 238,819 204,917 130,625 

Tipperary 243,431 182,766 161,200 

Waterford 228,015 215,752 191,889 

Westmeath 249,212 204,610 217,800 

Wexford 239,982 219,317 215,900 

Wicklow 323,872 322,972 321,361 

Overall 308,919 313,624 296,996 

 Source: Data from the Revenue Commissioners 
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 Completed Help to Buy Transactions by Average, Highest and Lowest Price and County (€) 

County Average Price Lowest Price Highest Price 

Carlow 230,905 120,000 360,000 

Cavan 231,710 85,000 450,000 

Clare 252,102 77,500 430,000 

Cork 306,731 90,000 500,000 

Donegal 214,243 115,000 400,000 

Dublin 349,193 111,500 600,000 

Galway 268,604 90,000 498,000 

Kerry 261,107 130,000 480,000 

Kildare 329,489 89,900 545,000 

Kilkenny 287,152 130,000 432,000 

Laois 229,043 139,300 390,000 

Leitrim 226,641 120,000 340,500 

Limerick 260,063 115,000 480,000 

Longford 252,658 56,000 375,000 

Louth 252,869 115,000 495,000 

Mayo 269,206 69,500 475,000 

Meath 299,278 180,000 560,000 

Monaghan 230,193 110,000 350,000 

Offaly 231,845 120,000 450,000 

Roscommon 264,739 150,000 420,000 

Sligo 238,819 99,500 420,000 

Tipperary 243,431 72,000 453,000 

Waterford 228,015 146,000 450,000 

Westmeath 249,212 95,000 445,000 

Wexford 239,982 105,000 395,000 

Wicklow 323,872 187,500 545,000 

 Source: Data from the Revenue Commissioners 
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 Approved Developers by Size of Developments 

Number of Homes 
Per Planning 
Permission 

No. Contractors 
Total No. 

Homes 
% of Total 

Homes 
% of Approved 

Contractors 

0-25 Homes 393 2,117 32.88 84.70 

26-50 Homes 41 1,451 22.54 8.84 

51-75 Homes 18 1,113 17.29 3.88 

76-100 Homes <10 439 6.82 N/A 

101-150 Homes <10 439 6.82 N/A 

150+ Homes <10 879 13.65 N/A 

Not Specified 0 0 N/A N/A 

Total 464 6,438 100% 100% 

 Source: Data from the Revenue Commissioners 
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Results of Indecon Survey of HTB Contractors 

 

 

 Views of Respondents on Price Changes Since 1 January 2017  

  Reduced Remained Static Increased 

Percentage of Respondents 0.0% 50.0% 50.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

 

 

 

 Views of Respondents on Price Changes Since 1 January 2017 by Size of Registered 
Qualifying Contractor 

Size of Contractor Reduced Remained Static Increased 

Small (<50 units) 0.0% 38.5% 61.5% 

Medium (50-299 units) 0.0% 52.9% 47.1% 

Large (300+ units) 0.0% 55.6% 44.4% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

 

 

 

 Views of Respondents on Impact of HTB Incentive on the Price of New and Second-
Hand Houses (%) 

Impact 
Impact of HTB 

on overall price 
of new housing 

Impact of HTB on 
price of new housing 
for first-time buyers 

Impact of HTB on 
Price of Second 
Hand Housing 

Increased Prices  4.0% 8.1% 1.4% 

No Impact on prices  92.0% 83.8% 91.8% 

Reduced Prices by Encouraging 
More Supply  

4.0% 8.1% 6.8% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 
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 Views of Respondents on Impact of Help to Buy on the Prices of New and Second-
Hand Homes, by Size of Registered Qualifying Contractor 

  
Size of 

Contractor 
Increased 

Prices 
No Impact 

Reduced 
Prices 

Don’t Know 

Impact on 
Overall Price 
of New 
Housing 

Small 9.7% 90.3% 0.0% 0.0% 

Medium 0.0% 94.3% 5.7% 0.0% 

Large 0.0% 87.5% 12.5% 0.0% 

Impact on 
Price new 
homes for 
First-time 
buyers 

Small 12.9% 83.9% 3.2% 0.0% 

Medium 0.0% 88.6% 11.4% 0.0% 

Large 28.6% 57.1% 14.3% 0.0% 

Impact on 
Price of 
Second Hand 
Houses 

Small 3.3% 90.0% 6.7% 0.0% 

Medium 0.0% 100.0% 0.0% 0.0% 

Large 0.0% 57.1% 42.9% 0.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

 

 

 

 Views of Respondents on Significance of the following factors in Influencing any 
Price Increase of New Housing Units for Sale which Qualify for HTB Incentive 

  
Very 

Significant 
Significant 

Minor 
Significance  

No Impact 

Changes in Cost of Construction 64.7% 22.1% 2.9% 10.3% 

Changes in land prices 37.3% 34.3% 11.9% 16.4% 

Impact of Revised Loan to Value Mortgage 
Rules 

27.9% 35.3% 22.1% 14.7% 

Increased demand by first-time buyers 20.6% 44.1% 23.5% 11.8% 

Increased demand by owner occupiers 15.6% 46.9% 21.9% 15.6% 

Increased demand by investors 8.8% 36.8% 25.0% 29.4% 

Relative Returns on Other sectors of 
Property market 

7.7% 41.5% 20.0% 30.8% 

Impact of Help to Buy Scheme 7.4% 41.2% 30.9% 20.6% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 
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 Views of Respondents on Impact of HTB on the Ability to Obtain Lending to Build 
New Housing Units by Size of Registered Qualifying Contractor 

Size of Contractor 
Made it Easier to 
Obtain Lending 

No Impact on Ability to 
Secure Lending  

Made it More Difficult 
to Obtain Lending  

Small (<50 units) 20.7% 79.3% 0.0% 

Medium (50-299 units) 74.3% 25.7% 0.0% 

Large (300+ units) 66.7% 33.3% 0.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

 

 

 

 Views of Respondents on Impact of HTB on the Decision to Build Additional New 
Housing Units by Size of Registered Qualifying Contractor 

Size of Contractor 
Encouraged Building of 

Additional Units  
Resulted in Building 

Fewer Units  
No Impact on Number 

of Units 

Small (<50 units) 63.3% 0.0% 36.7% 

Medium (50-299 units) 82.9% 0.0% 17.1% 

Large (300+ units) 77.8% 0.0% 22.2% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

 

 

 

 Views of Respondents on Impact of HTB on the Decision to Build Additional Housing 
Units over the Next Two Years by Size of Registered Qualifying Contractor 

Size of Contractor 
Likely to 

Incentivise More 
Units  

Likely to Result in 
Less Units  

No Impact on 
Building Plans  

Don't Know  

Small (<50 units) 58.1% 0.0% 41.9% 0.0% 

Medium (50-299 
units) 

91.4% 0.0% 8.6% 0.0% 

Large (300+ units) 77.8% 0.0% 22.2% 0.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 
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 Views of Respondents on Significance of the Following Factors in Constraining the 
Supply of New Houses (%) 

  
Very 

Significant 
Significant 

Minor 
Significanc

e  
No Impact 

Uncertainty concerning ability of first-time 
buyers to obtain lending 

57.9% 28.9% 9.2% 3.9% 

Cost of building compared to market prices 56.0% 26.7% 13.3% 4.0% 

Difficulties in securing planning 52.6% 32.9% 10.5% 3.9% 

Difficulties in your ability to obtain finance to 
commence development 

44.7% 31.6% 10.5% 13.2% 

Uncertainty concerning ability of other 
buyers to obtain lending 

34.2% 42.1% 19.7% 3.9% 

Shortages of skilled construction workers 34.2% 35.5% 25.0% 5.3% 

Ongoing uncertainties on future demand for 
housing 

14.7% 34.7% 40.0% 10.7% 

More attractive returns in other segments of 
property market 

8.0% 24.0% 36.0% 32.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

 

 

 

 Views of Respondents on Impact of HTB Incentive on Affordability by Size of 
Registered Qualifying Contractor 

Size of Contractor 
Very Significant 
Improvement in 

Affordability  

Significant 
Improvement in 

Affordability  

Minor Impact on 
Affordability  

No Impact on 
Affordability  

Small (<50 units) 58.1% 29.0% 12.9% 0.0% 

Medium (50-299 
units) 

71.4% 22.9% 5.7% 0.0% 

Large (300+ units) 77.8% 22.2% 0.0% 0.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 
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 Views of Respondents on Importance of HTB Incentive in Assisting Eligible Buyers to 
put Together a Deposit 

 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

 

 

 

 Views of Respondents on Importance of HTB Incentive in Assisting Eligible Buyers to 
put Together a Deposit by Size of Registered Qualifying Contractor 

Size of Contractor Very Important Important Not Important 

Small (<50 units) 66.7% 33.3% 0.0% 

Medium (50-299 units) 82.9% 14.3% 2.9% 

Large (300+ units) 77.8% 22.2% 0.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 
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 Views of Respondents on Likelihood of First-Time Buyers Being Dependent on the 
Rental Market in the Absence of the Help to Buy Scheme 

 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

 

 

 

 Views of Respondents on Likelihood of First-Time Buyers Being Dependent on the 
Rental Market in the Absence of the Help to Buy Scheme by Size of Registered 

Qualifying Contractor 

Size of Contractor Very Likely Likely Unlikely Very Unlikely 

Small (<50 units) 48.4% 41.9% 6.5% 3.2% 

Medium (50-299 
units) 

65.7% 22.9% 8.6% 2.9% 

Large (300+ units) 77.8% 22.2% 0.0% 0.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 
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 Views of Respondents on Impact of the Absence of Help to Buy on Rental Prices and 
Rental Shortages 

Impact  Increased Rental Values  
Increased Shortages of Available 
Properties in the Rental Market  

Very Significant 61.0% 58.4% 

Significant 28.6% 31.2% 

Minor Significance  9.1% 9.1% 

No Impact 1.3% 1.3% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

 

 

 

 Views of Respondents on Impact of the Absence of Help to Buy on Rental Prices and 
Rental Shortages by Size of Registered Qualifying Contractor 

  
Size of 

Contractor 
Very 

Significant 
Significant 

Minor 
Significance  

No Impact 

Increased 
Rental Values  

Small (<50 
units) 

56.7% 30.0% 13.3% 3.3% 

Medium (50-
299 units) 

61.8% 32.4% 5.9% 0.0% 

Large (300+ 
units) 

77.8% 11.1% 11.1% 0.0% 

Increased 
Shortages of 
Available 
Properties in 
the Rental 
Market  

Small (<50 
units) 

46.7% 40.0% 13.3% 3.3% 

Medium (50-
299 units) 

68.6% 28.6% 2.9% 0.0% 

Large (300+ 
units) 

66.7% 11.1% 22.2% 0.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 

 

 

 Views of Respondents on Whether Market Failure in Supply of Houses Remains and 
Justifies Government Incentives to Help Affordability  

Response  Percentage of Respondents 

Yes  90.8% 

No  2.6% 

Don't Know  6.6% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 
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 Views of Respondents on Whether Market Failure in Supply of Houses Remains and 
Justifies Government Incentives to Help Affordability by Size of Registered 

Qualifying Contractor 

Size of Contractor Yes  No  Don't Know  

Small (<50 units) 87.1% 3.2% 9.7% 

Medium (50-299 units) 93.9% 3.0% 3.0% 

Large (300+ units) 100.0% 0.0% 0.0% 

 Source: Indecon Survey of HTB Registered Qualifying Contractors (June-August 2018) 
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Sensitivity Analysis on Cost-benefit Appraisal 

 

 

 Findings of CBA Model with 100% Shadow Cost of Public Funds  

Net Benefits 75.67 

BCR 1.67 

 Source: Indecon analysis  

 

 

 Findings of CBA Model with Alternative Assumptions on Claimant Incomes and 
Loan-to-Income Ratios  

All Claimants in 60th Percentile and 3.5 LTI 

Net Benefits 234.76 

BCR 2.60 

All Claimants in 60th Percentile and 4.5 LTI 

Net Benefits 211.47 

BCR 2.44 

 Source: Indecon analysis of Revenue Data   

 

  

 Alternative Assumptions on Household Income and Mortgage LTI – Scenario 1 

Household Income Percentile 

  60th 80th 

Dublin/Wicklow/Kildare/Cork 10% 90% 

Rest 90% 10% 

Loan-to-Income Ratios 

  3.5 4.5 

Dublin/Wicklow/Kildare/Cork 10% 90% 

Rest 90% 10% 

Model Findings 

Net Benefits 20.11 

BCR 1.14 

 Source: Indecon  
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 Alternative Assumptions on Household Income and Mortgage LTI – Scenario 2 

Household Income Percentile 

  60th 80th 

Dublin/Wicklow/Kildare/Cork 0% 100% 

Rest 100% 0% 

Loan-to-Income Ratios 

  3.5 4.5 

Dublin/Wicklow/Kildare/Cork 0% 100% 

Rest 100% 0% 

Model Findings 

Net Benefits 1.42 

BCR 1.01 

 Source: Indecon  

 

 

 Alternative Assumptions on Household Income and Mortgage LTI – Scenario 3 

Household Income Percentile 

  60th 80th 

Dublin/Wicklow/Kildare/Cork 50% 50% 

Rest 50% 50% 

Loan-to-Income Ratios 

  3.5 4.5 

Dublin/Wicklow/Kildare/Cork 50% 50% 

Rest 50% 50% 

Model Findings 

Net Benefits 98.44 

BCR 1.67 

 Source: Indecon  

 

 

 Findings of CBA Model with 10% Lower Benefits  

Net Benefits 22.86 

BCR 1.16 

 Source: Indecon analysis  
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3. Tables of Tax Expenditures having effect 
between October 2017 and September 
201884 

Table 1: Capital Gains Tax (CGT)/Capital Acquisitions Tax (CAT)/Pensions  

Type Description Further 
Information 

No. 
Utilising or 
No. of 
Claims in 
most recent 
year for 
which 
information 
is available 

Revenue 
Foregone in 
most recent 
year for 
which 
information 
is available 
(€ millions) 

No. Utilising 
/ No. of 
Claims in 
previous 
year* 

Revenue 
Foregone in 
previous 
year (€ 
millions)* 

CGT  CGT 
Retirement 
Relief 

Provides 
relief for 
disposals of 
business 
and farming 
assets. 

1,357 (in 
2016) 

Tax cost is 
not 
available as 
the only 
information 
in respect of 
this relief is 
the disposal 
consideratio
n rather 
than the 
actual 
taxable gain 
foregone. 

1229 (in 
2015) 

Tax cost is 
not 
available as 
the only 
information 
in respect of 
this relief is 
the disposal 
consideratio
n rather 
than the 
actual 
taxable gain 
foregone. 

CGT 
entreprene
ur relief 

Provides 
relief for 
disposals of 
business 
assets. 

N/A (This is 
a new relief, 
introduced 
in (2014, 
and data 
will not be 
available for 
a few years. 

N/A N/A N/A 

Revised CGT 
entreprene
ur relief 

Provides 
relief for 
disposals of 
business 
assets. 

406 20.4 (at 
reduced 
rate of 20% 
rate in 
2016) 

N/A N/A 

CGT 
principal 
private 
residence 
relief 

Provides 
relief for 
disposal of 
main 
residence. 

N/A N/A N/A N/A 

                                                           
84 All references to N/A in these 7 tables means “Not Available” unless otherwise indicated 
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CGT Farm 
consolidatio
n relief 

Provides 
relief for 
disposals of 
land in 
order to 
consolidate 
farm 
holdings. 

N/A N/A N/A N/a 

CGT relief 
for venture 
fund 
managers  

Provides 
relief in 
respect of 
carried 
interest 
earned by 
venture 
fund 
managers. 

N/A N/A N/A N/A 

CGT 
exemption 
on disposal 
of site to a 
child  

Provides 
relief for 
parents 
transferring 
a site to 
their 
children in 
order to 
build a 
house.  

84 (in 2016) Tax cost is 
not 
available as 
the only 
information 
in respect of 
this relief is 
the disposal 
consideratio
n rather 
than the 
actual 
taxable gain 
foregone. 

71 (in 2015) Tax cost is 
not 
available as 
the only 
information 
in respect of 
this relief is 
the disposal 
consideratio
n rather 
than the 
actual 
taxable gain 
foregone. 

CGT relief 
on works of 
art loaned 
for public 
display 

Provides 
relief for 
disposals of 
works of art 
loaned for 
public 
display. 

N/A N/A N/A N/A 

CAT CAT 
business 
relief  

Relief for 
transfers of 
businesses 
(90% 
reduction in 
market 
value for tax 
purposes) 

584 102.5 483 85.1 

CAT 
agricultural 
relief  

Relief for 
transfer of 
farms (90% 
reduction in 
market 
value for tax 
purposes) 

1,472 140.5 1,263 114.6 
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CAT 
exemption 
of heritage 
property 

Exemption 
from tax for 
transfers of 
heritage 
houses and 
objects 

Indicative 
information 
suggests the 
number 
using this 
exemption 
is negligible  

Exact 
figures are 
not 
available, 
but thought 
to not be  
significant 

Indicative 
information 
suggests the 
number 
using this 
exemption 
is negligible  

Exact 
figures are 
not 
available, 
but thought 
to not be  
significant 

Pensions 

 

 

 

 

 

 

Employees’ 
contribution 
to approved 
superannua
tion 
schemes  

Contributio
ns are 
allowable as 
an expense 
in 
computing 
Schedule E 
income 
(Sections 
774 & 776) 

N/A N/A N/A N/A 

Employers’ 
contribution
s to 
approved 
superannua
tion 
schemes 

Contributio
ns are 
allowable as 
an expense 
in 
computing 
Schedule D 
Case I or 
Case II 
income 
(Section 
774) 

N/A N/A N/A N/A 

Exemption 
of 
investment 
income and 
gains of 
approved 
superannua
tion funds  

Exempts the 
investment 
income of a 
fund 
held/mainta
ined for the 
purpose of 
a scheme 
(Section 774 
– Approved 
Fund, 
Section 785 
– RSA, 
Section 787I 
– PRSA)   

N/A N/A N/A 926 

Tax Relief 
on “tax 
free” lump 
sums 

From 1 
January 
2011, the 
lifetime tax-
free limit on 
the 
aggregate 
of all 
retirement 
lump sums 
paid to an 

N/A N/A N/A N/A 
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individual 
on or after 
7 December 
2005 is 
€200,000 
(Section 
790AA)  

Retirement 
annuity 
premium  

Combined 
with PRSA 
with effect 
from 2013 – 
see 
Personal 
Pensions 
Contributio
n entry 
following 
(Section 
787)   

N/A N/A N/A N/A 

Personal 
retirement 
savings 
accounts 

Combined 
with RAC 
with effect 
from 2013 - 
see 
Personal 
Pensions 
Contributio
n entry 
following 
(Section 
787C/E)   

N/A N/A N/A N/A 

Pension 
Contribution 

Figures in 
this field are 
a total for 
RAC’s and 
PRSA’s 
which are 
not 
available 
individually  

N/A N/A N/A N/A 

Exemption 
of 
employers’ 
contribution
s from 
employee 
BIK 

Sums paid 
by an 
employer 
into an 
approved, 
statutory or 
foreign 
government 
employee 
retirement 
scheme are 
not 
chargeable 
to tax in the 
hands of 

N/A N/A N/A N/A 
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the 
employee 
(Section 
778) 

* All CGT figures are for 2016 (most recent year) & 2015 (previous year), all CAT figures are for 

2017 (most recent year) & 2016 (previous year)   
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Table 2: Stamp Duty/Deposit interest Retention Tax (DIRT)/Local Property Tax (LPT) 

Type Description Further 
Information 

No. Utilising 
or No. of 
Claims in 
most recent 
year for 
which 
information 
is available 

Revenue 
Foregone in 
most recent 
year for 
which 
information 
is available 
(€ millions) 

No. 
Utilising/No
. of Claims 
in previous 
year* 

Revenue 
Foregone in 
previous 
year (€ 
millions)* 

Stamp Duty Consanguini
ty relief 

 1,018 3.81 1,406 2.9 

Young 
Trained 
Farmer 
Relief 

Section 
81AA 

845 7.82 735 4.6 

Certain 
company 
reconstructi
ons and 
amalgamati
ons 

Section 80 750 425 752 198 

Charities – 
conveyance
/transfer/le
ase of land 

Section 82 1,350 6.26 1,159 4.6 

Donations 
to approved 
bodies 

Section 82A <10 N/A <10 N/A 

Approved 
Sports 
Bodies - 
conveyance
/transfer/le
ase of land 

Section 82B 71 0.11 62 0.5 

Pension 
schemes 
and 
charities 

Section 82C 31 1.11 18 1.2 

Certain 
family farm 
transfers 

Section 83B 19 0.2 18 0.2 

Certain loan 
capital and 
securities 

Section 85 <10 N/A <10 0.5 

Stock 
borrowing 

Section 87 N/A N/A N/A N/A 

Stock repo Section 87A N/A N/A N/A N/A 

Merger of 
companies 

Section 87B N/A N/A N/A N/A 
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Certain 
stocks and 
marketable 
securities 

Section 88 N/A N/A 7 2.0 

Reorganisat
ion of 
undertaking
s for 
collective 
investment  

Section 88A <10 N/A 2 N/A 

Funds: 
reorganisati
on 

Section 88B N/A N/A N/A N/A 

Reconstruct
ions or 
amalgamati
ons of 
certain 
common 
contractual 
funds  

Section 88C N/A N/A N/A N/A 

 Reconstruct
ions or 
amalgamati
ons of 
certain 
investment 
undertaking
s 

Section 88D <10 N/A <10 N/A 

Transfer of 
assets 
within unit 
trusts 

Section 88E 17 0.6 <10 N/A 

Reconstruct
ion or 
amalgamati
on of 
offshore 
funds 

Section 88F N/A N/A N/A N/A 

Amalgamati
on of unit 
trusts 

Section 88G <10 N/A N/A N/A 

Foreign 
Governmen
t Securities 

Section 89 N/A N/A N/A N/A 

Certain 
financial 
services 
instruments 

Section 90 N/A N/A N/A N/A 

Greenhouse 
gas 

Section 90A N/A N/A N/A N/A 
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emissions 
allowance 

Houses 
acquired 
from 
industrial 
and 
provident 
societies 

Section 93 N/A N/A N/A N/A 

Approved 
voluntary 
body 

Section 93A 366 0.8 105 0.2 

Purchased 
of land from 
Land 
Commission  

Section 94 N/A N/A N/A N/A 

Commercial 
woodland – 
duty not 
chargeable 
on the value 
of the trees 
growing on 
the land  

Section 95 193 39.4 124 34 

Transfers 
between 
spouses/civi
l partners 

Section 96 3,991 14.1 3,850 11.6. 

Foreign 
immovable 
property 

Section 98 N/A N/A N/A N/A 

Dublin 
Docklands 
Developme
nt Authority  

Section 99 N/A N/A N/A N/A 

Courts 
Service  

Section 99A <10 N/A <10 N/A 

Sport 
Ireland. This 
exemption 
was 
provided for 
in the Sport 
Ireland Act 
2015. Sport 
Ireland has 
yet to be 
established. 

Section 99B <10 N/A <10 N/A 

Temple Bar 
Properties 
Limited 

Section 100 <10 N/A <10 N/A 
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Intellectual 
Property 

Section 101 N/A N/A N/A N/A 

Single Farm 
Payment 
entitlement 

Section 
101A 

N/A N/A N/A N/A 

The Alfred 
Beit 
Foundation 

Section 102 N/A N/A <10 N/A 

Shared 
ownership 
leases 

Section 103 15 N/A 13 N/A 

 Licences 
and leases 
granted 
under 
Petroleum 
and Other 
Mineral 
Developme
nt Act, 
1960, etc.  

Section 104 N/A 

 

N/A N/A N/A 

Securitisatio
n 
agreements 

Section 105 N/A N/A N/A N/A 

Housing 
Finance 
Agency 

Section 106 N/A N/A N/A N/A 

Housing 
Finance 
Agency 
Limited 

Section 
106A 

<10 N/A N/A N/A 

Housing 
Authorities 
and 
Affordable 
Homes 
Partnership 

Section 
106B 

1,499 2.5 1,212 3.1 

Grangegor
man 
Developme
nt Agency  

Section 
106C 

N/A N/A N/A N/A 

National 
Developme
nt Finance 
Agency, etc. 
(expired 
27.01.15) 

Section 
108A 

N/A N/A <10 N/A 

Strategic 
Banking 
Corporation 
of Ireland 

Section 
108AA 

N/A N/A N/A N/A 
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National 
Asset 
Manageme
nt Agency 
(NAMA)  

Section 
108B 

N/A N/A N/A N/A 

Ireland 
Strategic 
Investment 
Fund 

Section 
108C 

N/A N/A N/A N/A 

Certain 
instruments 
made in 
anticipation 
of an 
informal 
insurance 
policy 

Section 109 N/A N/A N/A N/A 

Certain 
Health 
Insurance 
Contracts 

Section 110 N/A N/A N/A N/A 

Certain 
policies of 
insurance 

Section 
110A 

N/A N/A N/A N/A 

Oireachtas 
Funds 

Section 111 844 2.1 898 2.0 

Certificates 
of 
indebtednes
s, etc. 

Section 112 N/A N/A N/A N/A 

Miscellaneo
us 
instruments 

Section 113 36 0.2 40 0.2 

DIRT Deposit 
Interest 
Retention 
Tax Reliefs 

Age 65 or 
over/total 
income 
under 
€18,000 
(single)/€36
,000 
(couple) 

N/A N/A N/A N/A 

Deposit 
Interest 
Retention 
Tax Reliefs 

Permanently 

incapacitate
d/total 
income 
under 
€18,000 
(single)/€36
,000 
(couple) 

N/A N/A N/A N/A 

LPT Exemptions  48,083 13 49,623 13 
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Deferrals LPT 
Deferrals, 
although 
foregone in 
a particular 
year, are 
still owed to 
the 
Exchequer 
at a later 
date 

58,961 14 62,000 14 

* All figures for 2017 (most recent year) & 2016 (previous year) unless stated otherwise 

 

Table 3: Benefit-in-Kind 

Type Description Further 
Information 

No. 
Utilising or 
No. of 
Claims in 
most recent 
year for 
which 
information 
is available 

Revenue 
Foregone in 
most recent 
year for 
which 
information 
is available 
(€ millions) 

No. 
Utilising/No
. of Claims 
in previous 
year* 

Revenue 
Foregone in 
previous 
year (€ 
millions)* 

Benefit-in-
Kind 

 

Cycle to 
Work 
Scheme  

Tax relief on 
the 
purchase of 
a bicycle for 
commuting 
purposes 

20,000** 4.0** 20,000** 4.0** 

TaxSaver 
Travel 
Scheme 

Tax relief on 
commuter 
tickets 

35,000** 3.5** 35,000** 3.5** 

Professional 
subscription
s relief 

Tax relief on 
the 
payment of 
certain 
professional 
subscription
s. 

150,000** 3.75** 150,000** 3.75** 

Small 
Benefits 
Exemption 

Tax relief 
where 
employer 
provides an 
employee/d
irector with 
one annual 
benefit, he 
value not 
exceeding 
€500  

70,000** 5.0** 70,000** 5.0** 

* All figures for 2017 (most recent year) & 2016 (previous year) unless stated otherwise  
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** Estimates only, as separate returns are not required under these headings. 

Table 4: Corporation Tax 

Type Description Further 
Information 

No. Utilising 
or No. of 
Claims in 
most recent 
year for 
which 
information 
is available 

Revenue 
Foregone in 
most recent 
year for 
which 
information 
is available 
(€ millions) 

No. 
Utilising/No
. of Claims 
in previous 
year* 

Revenue 
Foregone in 
previous 
year (€ 
millions)* 

Corporation 
Tax 

Research & 
Developme
nt  (R&D) 
Tax Credit 

Provides a 
tax credit 
for 
expenditure 
on certain 
R&D 
activities 
(Sections 
766, 766A & 
766B of the 
Taxes 
Consolidatio
n Act) 

1,506  670 1,535 708 

 Corporation 
Tax Relief 
for start-up 
Relief 
companies 

Provides 
relief from 
corporation 
tax for 
start-up 
companies  
for the first 
3 years of 
trading up 
to €40,000 
per annum 
(Section 
468C of the 
Taxes 
Consolidatio
n Act) 

1,051 5.7 936 4.8 

 Film Relief Note- this 
has 
previously 
been listed 
under 
“Personal 
Tax Credits” 

36** 64** 1,120** 87.6** 

* All figures for 2016 (most recent year) & 2015 (previous year) 

** Estimated  
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Table 5: Excise Duty  

Type Description Further 
Information 

No. Utilising 
or No. of 
Claims in 
most recent 
year for 
which 
information 
is available 

Revenue 
Foregone in 
most recent 
year for 
which 
information 
is available 
(€ millions) 

No. 
Utilising/No
. of Claims 
in previous 
year* 

Revenue 
Foregone in 
previous 
year (€ 
millions)* 

Alcohol 
Product Tax 
(APT) 

Microbrewe
ry excise 
relief 

Section 78A 
of the 
Finance Act 
2003 

86 5.66 71 4.1 

Vehicle 
Registration 
Tax (VRT) 

Relief of 
VRT for 
leased cars 

Section 
134(7) of 
the Finance 
Act 1992 

N/A 20.7 N/A 22.9 

Remissions/
repayments 
of VRT  

Disabled 
Drivers and 
Disabled 
Passengers 
Scheme  

6,042 30.5 6,490 30.5 

Exemptions 
from VRT 

Section 134 
of the 
Finance Act 
1992 

3,216 10.4 3,255 
(figure 
changed 
since 2017 
Report) 

10.2 

VRT Export 
Repayment 
Scheme 

Section 
135D of the 
Finance Act 
1992 

1,142 6.1 1,187 7.3 

Relief from 
VRT 

VRT relief 
for hybrid, 
plug-in 
hybrid, and 
electric cars 
(extended 
in Budget 
2014) 

8,787 15.6 5,004 9.1 

Mineral Oil 
Tax (MOT) 

Repayment 
of excise 
duty 

Disabled 
Drivers and 
Disabled 
Passengers 
Scheme 
(Abolished 
as of 
31/12/14; 
replaced 
with fuel 
grant from 
1/1/15) 

  Abolished 
as of 
31/12/14; 
replaced 
with fuel 
grant from 
1/1/15 

Abolished 
as of 
31/12/14; 
replaced 
with fuel 
grant from 
1/1/15 
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Diesel 
Rebate 
Scheme  

Partial 
repayment 
of excise 
duty to 
qualifying 
road 
transport 
operators 
(Section 51 
of the 
Finance Act 
2013) 

442 0.8 548 1.3 

* All figures for 2017 (most recent year) & 2016 (previous year) unless stated otherwise  

 

 

Table 6: Value Added Tax (VAT) 

Type Description Further 
Information 

No. Utilising 
or No. of 
Claims in 
most recent 
year for 
which 
information 
is available 

Revenue 
Foregone in 
most recent 
year for 
which 
information 
is available 
(€ millions) 

No. 
Utilising/No
. of Claims 
in previous 
year* 

Revenue 
Foregone in 
previous 
year (€ 
millions)* 

VAT Refund 
Orders 

 

Disabled 
Drivers & 
Passengers 
Scheme. 
Repayment 
of VAT to 
disabled 
drivers and 
disabled 
passengers 
and/or 
organisation
s on the 
purchase of 
specially 
constructed 
or adapted 
vehicles, 
which are 
used for the 
transport of 
persons 
with 
disabilities. 

 

  Disabled 
Drivers and 
Disabled 
Passengers 
(Tax 
Concessions
) 
Regulations, 
1994 (S.I. 
353 of 
1994)   

6,183 24.7 6,562 
(figure 
updated 
since 2017 
Report)  

25.8 (figure 
updated 
since 2017 
Report) 

Disabled 
Equipment 

Value 
Added Tax 

5,779 4.8 5,068 4.2 
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– a refund 
of VAT is 
available on 
certain aids 
and 
appliances 
purchased 
by disabled 
persons. 

(Refund of 
Tax) (No.15) 
Order 1981 
(S.I. 428 of 
1981) 

Touring 
Coaches - 
VAT 
repayment 
may be 
claimed by 
persons 
engaged in 
the carriage 
for tourists 
of reward 
by road, on 
the 
purchase, 
lease/hire 
of touring 
coaches 

Value-
Added Tax 
(Refund of 
Tax) 
(Touring 
Coaches) 
Order 2012 
(S.I. 266 of 
2012) 

214 9.6 219 10 

Farm 
constructio
n. A refund 
of VAT is 
available to 
flat-rate 
farmers on 
the 
constructio
n of farm 
buildings, 
fencing, 
drainage, 
reclamation 
of farm 
land, and on 
micro-
generation 
equipment   

Value 
Added Tax 
(Refund of 
Tax) (No.25) 
Order, 1993 
(SI No.266 
of 1993)   

20,367 59 22,832 
(figures 
updated 
since 2017 
Report) 

54.7 

* All figures for 2017 (most recent year) & 2016 (previous year) unless stated otherwise  
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Table 7: Personal Tax Credits 

Type Description Further 
Information 

No. Utilising 
or No. of 
Claims in 
most recent 
year for 
which 
information 
is available 

Revenue 
Foregone in 
most recent 
year for 
which 
information 
is available 
(€ millions) 

No. 
Utilising/No
. of Claims 
in previous 
year* 

Revenue 
Foregone in 
previous 
year (€ 
millions)* 

Personal 
Tax Credits 

Age Tax 
Credit 

 180,700 66.6 170,000 63.1 

Blind 
Person’s Tax 
Credit 

General & 
Guide Dog 
Allowance 

1,600 2.2 1,580 2.3 

Dependent 
Relative Tax 
Credit 

 23,900 2.4 18,900 2.0 

Home 
Carer’s Tax 
Credit 

 85,900 77.9 80,900 60.9 

Incapacitate
d Child Tax 
Credit 

 25,000 75.5 22,800 66.7 

Single 
Person 
Child Carer 
Credit 

In effect 
from 1 
January 
2014 

65,700 90.3 66,800 89.9 

Approved 
Profit 
Sharing 
Schemes 

 43,030 68.6 26,700 44.7 

Approved 
Training 
Courses/Thi
rd Level 
Fees 

 26,000 13.9 29,300 23.8 

Employmen
t and 
Investment 
Scheme 

 1,771 32.6 1,530 22.2 

Donation of 
Heritage 
Items 

 2 4.0 2 1.18 

Donation of 
Heritage 
Property to 
Irish 

 0 0 1 0.9 
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Heritage 
Trust/OPW 

 Donations 
to Approved 
Bodies 

 169,900 36.7 148,300 38.1 

Donations 
to Approved 
Sporting 
Bodies 

 1,110 0.3 1,170 0.4 

Employee 
Share 
Ownership 
Trusts 

 N/A N/A 11,800 1.7 

Employing a 
Carer 

 N/A N/A N/A N/A 

Exempt 
Income – 
Child-
minding 
Exemption 

 690 1.5 680 1.4 

Exempt 
Income – 
Rent-a-
Room 

 7,350 9.3 6,460 6.9 

Exempt 
Income- 
Artist’s 
Exemption 

 3,000 11.3 2,840 10.8 

Exempt 
Income – 
Foster-Care 
Payments 

 N/A N/A 4,440 30.8 

Home 
Renovation 
Incentive 

Introduced 
in 2013 

N/A N/A N/A N/A 

Health 
Expenses 

General & 
Nursing 
Home 

458,500 164.1 438,300 147.4 

Medical 
Insurance 
Relief 

Risk 
equalisation 
credits are 
not given 
through the 
tax system 
effective  
from 1 
January 
2013 

1,189,200 329.0 1,111,300 352.2 

Special 
Assignee 
Relief 

2015 figures 
– latest year 
for which 

N/A N/A 586 9.5 
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Programme 
(SARP) 

full data 
available  

Save as You 
Earn 
Scheme 
(savings 
related 
share 
options) 

 N/A N/A 1,330 3.5 

Seafarer’s 
Allowance 

 161 0.28 N/A N/A 

Start-Up 
Refunds for 
Entreprene
urs 

Formerly 
Seed Capital 
Scheme 

80 1.9 86 1.8 

Significant 
Buildings 
and 
Gardens 
Relief 

 150 1.9 150 2.2 

Sports 
person’s 
Relief 

 45 0.6 38 0.5 

Start Your 
Own 
Business 

 5,473 19.6 3,910 15.2 

 Woodlands 
Profits & 
Distribution
s 

Section 140 N/A N/A N/A N/A 

Woodlands Section 232 N/A N/A 8,268 29.7 

Exemption 
of Income 
of Charities, 
Colleges, 
Hospitals, 
Schools 
Friendly 
Societies 
etc.  

2013 figures 
– last year 
for which 
full data 
available 

N/A N/A N/A N/A 

General 
Stock Relief  

Section 666 11,020 6.4 10,690 6.1 

Stock Relief 
for Young 
Trained 
Farmer  

Section 
667B 

500 1.4 460 1.4 

Stock Relief 
for 
Registered 
Farm 

Section 
667C 

360 0.5 60 0.003 
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Partnership
s  

Living City 
Initiative 

Commence
d in 2015  

N/A N/A 12** 0.1** 

Deduction 
for 
Maintenanc
e Payments 

Dispositions 
including 
maintenanc
e payments 
to 
separated 
spouses 

6,870 17.1 6,710 17.2 

Flat Rate 
Expenses 

 545,600 85 550,200 81.5 

Foreign 
Earnings 
Deduction 

 413 3.5 N/A N/A 

Gifts to the 
Minister 

 N/A N/A N/A N/A 

100% 
Mortgage 
Interest 
Relief for 
Landlords of 
Social 
Housing 
Tenants 

Commence
d in 2016 

N/A N/A N/A N/A 

Rental 
Deductions 
– leasing of 
farm land 

 8,490 19.4 N/A N/A 

Ceased/Pha
sing Out 
Items 

Urban 
Renewal 

 1,421 28.5 1,728 29.8 

Town 
Renewal 

 485 7.7 552 8.6 

Seaside 
Resorts 

 93 1 136 1.4 

Rural 
Renewal 

 1,170 11.3 1,579 14.1 

Multi-storey 
Car Parks 

 18 0.4 30 0.5 

Living Over 
The Shop 

 28 0.4 35 0.3 

Enterprise 
Areas 

 18 0.2 33 0.3 

Park & Ride  N/A 0.4 13 0.4 

Holiday 
Cottages 

 130 1.5 284 3.5 

Hotels  73 3.3 146 12.7 
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Nursing 
Homes 

 93 3.3 132 3.9 

Housing for 
the 
Elderly/Infir
m 

 N/A 0.2 18 0.2 

Hostels  N/A 0 N/A 0.0 

Guest 
Houses 

 N/A 0 N/A 0.1 

Convalesce
nt Homes 

 N/A 0 N/A 0.2 

Qualifying 
Private 
Hospitals 

 169 3.3 159 4.3 

Qualifying 
Sports 
Injury 
Clinics 

 0 0 0 0 

Buildings 
Used for 
Certain 
Childcare 
Purposes 

 52 1.2 67 1 

Qualifying 
Hospitals 

 0 0.0 0 0.0 

Qualifying 
Mental 
Health 
Centres  

 0 0.0 0 0.0 

Student 
Accommod
ation 

 292 9 341 11.4 

Caravan 
Camps 

 N/A 0.1 2 0.1 

Mid-
Shannon 
Corridor 
Tourism 
Infrastructu
re 

 N/A 0 1 0.0 

Revenue 
Job Assist 

 N/A N/A N/A N/A 

Rent Relief  N/A N/A N/A N/A 

“Other” 
Relief on 
Interest on 
Loans 

Acquisition 
of interest 
in a 
company or 
partnership 

N/A N/A N/A N/A 
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Mortgage 
Interest 
Relief 

 N/A N/A N/A N/A 

Employee 
Share 
Purchase 
Scheme 

Abolished 
for shares 
subscribed 
for on or 
after 8 
December 
2010 

N/A N/A N/A N/A 

* All figures for 2017 (most recent year) & 2016 (previous year) unless stated otherwise  

** Provisional figures 

 

 

 

 

 

 

 

 

 

 

 

 


