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Budget 2022

Small firms were severely
affected by the Covid 19
Pandemic. The state stimulus
packages such as the EWSS,
the CRSS and the Small
Business Assistance Scheme
for COVID, and programmes
such as tax warehousing was a
much-needed lifeline for small
business. Now as business
reopens the realities of the cost
of doing business is as stark

as ever, with this continuing

to rise at an alarming rate.
While the pandemic is far from
over small businesses are
tentatively looking to the future,
at a relatively normal trading
environment. If they are allowed

the space and time to trade.

Budget 2022 must introduce measures to improve

the tax environment for small indigenous businesses,
which will help them to retain and create jobs, which is
becoming increasingly difficult due to the rising costs of
doing business. The tax environment should also support
business-owners to upskill themselves and their employees.
Supporting small businesses in this way will achieve

the next stage of Ireland’s recovery from the Covid-19
pandemic and mitigate some of Ireland’s economic
vulnerabilities and create a true entrepreneurial culture with
benefits for entrepreneurs, employees, and communities.

Recently government has introduced and has announced
a number of policies that have caused some concern to
business as they reopen in a precarious environment, such
as pension auto enrolment, the right to request remote
working policy and statutory sick leave legislation. These
policies will make the business landscape more difficult as
reopening continues.

Budget 2022 must:

01 Drive a competitive

business
environment for
small firms and
entrepreneurs

® Maintain the National Minimum
Wage rate in 2022: Based on the
stark unemployment figures and the
decision to extend the Employee
Wage Subsidy Scheme to December
2021 there is no economic reason to
increase the cost of labour next year.

® Postpone the introduction of the
Living Wage: Due to its effect on
labour costs, the unknown economic
and business impact of Covid-19 and
the continued uncertainty of Brexit,
particularly around the Northern Ireland
Protocol.

® Support the competitiveness of
risk takers and job-creators in the
economy and introduce a fund to
write down debts: Given the severe
impact of Government public health
restrictions on businesses in 2020 and
2021, we recommend that corporation
tax that was due for payment in 2020,
which remains unpaid due to cashflow
pressures on business, be included in
the Debt Warehousing Scheme and
also subject to a 3% interest rate
which will support these businesses to
return to profitable trading

Protect the growth and
productivity of small firms and
entrepreneurs: By addressing issues
such as broadband, housing, utilities,
transport links and childcare costs to
maintain competitiveness and power
the economy post-pandemic.

Maintain the commitment to no
cliff edge in Covid Supports: The
EWSS and the CRSS have been vital
in ensuring that small businesses
could stay afloat during the period

of public health restrictions. The

small business sector is still trying

to get back on its feet and will need
the space and time to do this. It is
therefore vital that there is no cliff edge
on supports. That they are phased out
gradually and on a needs basis.
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02 Sustain investment and entrepreneurship

through the tax system

® Reduce CGT to 20% across the board: To make
investing in a business in Ireland more attractive.
Analysis by the Irish Tax Institute shows that CGT
represents only 1% of the Government’s tax revenue.
In this context there is very little to lose by reducing
the rate, and the benefits could be significant.
International evidence (from Australia in the early
2000s, for example) as well as Irish data from the
last two decades, has demonstrated that when
CGT rates are reduced, revenue to the Exchequer
increases, as economic activity and investment
transactions are stimulated.

® Send a signal of intent to serial entrepreneurs
by radically improving the CGT entrepreneurs’
relief: Increase the lifetime limit for CGT
Entrepreneur Relief to €15 million and broaden the
tax relief of the statutory capital gains tax (revised
entrepreneur relief) by making third party equity
investors eligible.

® Streamline the Tax Appeals process: section
960GA of the Tax Consolidation Act 1997 is unfair
and has tipped the balance in the appeals process
to the detriment of the taxpayer. If a taxpayer
disputes an assessment, they must pay the tax
liability in full or face a potential interest liability at
annualised rates of 8% or 10% per annum while
their appeal is pending. Meanwhile, there is no
obligation on Revenue to pay interest in the event
of a successful appeal by the taxpayer. In our view,
in the interest of fairness in the tax system, section
960GA should be repealed as it penalises taxpayers.

03 Support employment and
upskilling in small firms

® Protect and allocate a greater share of the National
Training Fund budget to Skillnet Ireland: To provide
specific and targeted programmes necessary for small
business owners to make use of and develop their
people and enhance their management and strategic
capability to build stronger indigenous enterprises.

® Support workers in their return to work,
particularly in the regions and sectors most
impacted by COVID-19 disruptions: By increasing
funding for labour market activation schemes and
enhancing short-time work programmes to provide
government-funded training on the ‘off’ days.

® Support the recommendations in the Leading the Way
Report and the SME Taskforce reports to provide
greater access to training and development for
business owners and their employees.
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® Allow PAYE Tax Credit for certain company

directors while being warehoused: An issue
has arisen due to the interaction of warehousing
Employer PAYE debts under the Debt Warehousing
Scheme with section 997A Taxes Consolidation
Act (TCA) 1997 (Credit in respect of tax deducted
from emoluments of certain directors) which merits
examination due to its unintended consequences
for some directors (and employees) who are
working in family businesses, where they at present
cannot avail of a tax credit while debts are being
warehoused. This is an anomaly that is unfair to
small family businesses

Improve the effectiveness of the Employment
and Investment Incentive (Ell): The Employment
and Investment Incentive (Ell) scheme is a very
important source of finance for early stage and small
businesses that often have limited funding options
available to them. Improvements to this scheme can
be made by streamlining the administrative process,
committing additional resources to dealing with the
application procedure, cutting down on wait times
and by allowing the offset of capital losses.

Produce an SME tax roadmap: Good practice

in recent years has seen the Department provide
roadmaps and feedback statements of great value
on the direction of Corporate Taxation both broadly
and specifically. Consideration should be given for
SME taxation outlining a series of changes over a
three-year time period to include changes in CGT,
ElIS and other tax measures



04 Support the transition to
a low Carbon Economy
and Digitalisation

Setting clear and definite environmental targets,
policies and incentives to help small businesses know
what they need to do in enough time to transition to
a low carbon economy

Split incentive: Government should work with
energy suppliers, landlords and business groups

to explore how small business customers in rented
premises can be empowered to reduce and manage
their energy use.

Expand Green Start initiative: Enterprise Ireland’s
Green Start initiative allows El clients to avail of

grant support towards the cost of hiring a Green
consultant/trainer to undertake a short in-company
assignment. This if expanded to all small businesses
with under 50 employees would allow a greater
undertaking and expertise in small firm to transition to
lower carbon business models.

New Green Enterprise Fund: to support small
businesses in retrofitting their business models to

a low carbon agenda. With limited liquidity and
enterprise investment currently available to our small
business community this funding will be vital to
channel funds to entrepreneurs seeking to build a
green and sustainable business.

The SFA has a vision of
Ireland as the most vibrant
small business community

in the world - supporting
entrepreneurship, valuing
small business and
rewarding risk takers.

Small Firms Association

The Small Firms Association is the trusted partner of
small businesses (less than 50 employees) in Ireland,
with members in all sectors and parts of the country.

Its mission is to deliver business-focused advice
and insights to member companies, influence
government policy to the benefit of small businesses
and connect its members in a thriving community.

This submission is based on our knowledge and
experience of the small business community,
which comprises over 267,000 businesses. These
businesses employ half of the private sector
workforce, over 760,000 people, in good, local jobs.

Visit www.sfa.ie/policy to read the full
SFA pre-Budget 2021 submission.

For further information, please contact
Stephen Browne, SFA Senior Executive,
on e-mail Stephen.browne@sfa.ie
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