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Foreword

of the entrepreneurial journey. Examples 
of such decisions include how to fund a 
business, where different functions within 
the business should be based, how best 
to fund personal living expenses whilst still 
maintaining sufficient capital to grow the 
business and ultimately when and how to 
exit. 

Our domestic tax system is a key factor in 
propelling our entrepreneurial sector and 
it is imperative that the system incentivises 
innovation, encourages longevity and 
does not punish failure. There is a need 
for the Irish tax system to, at a minimum, 
treat those individuals who take risks in 
creating employment and growing the 
domestic economy no less favourably than 
other taxpayers. Instead, in some cases 
the current tax regime is perceived as 
penalising those it should be supporting. 

Our aim is to support our clients to 
navigate through these challenging times 
and to represent their interests in tax policy 
discussions. In this report, together with 
our Budget 2018 submission, and through 
our various public policy consultations, we 
are determined to guide the conversation 
towards creating a conducive tax 
environment for Irish entrepreneurs.  
We look forward to continuing this 
important dialogue.

At Deloitte we are proud to work with 
many entrepreneurs and offer them 
guidance through the various challenges 
and opportunities that they face in growing 
their business. Through working closely 
with these individuals, we have helped 
them understand how tax policy reliefs can 
benefit their business and we have learned 
the challenges they face as a result of the 
tax environment in Ireland. 

Our experiences and discussions led 
us to question what these individuals 
would change in order to encourage and 
cultivate entrepreneurship and innovation 
in Ireland. These discussions resulted in 
the development of the ‘Navigating the Tax 
Landscape’ survey, the results of which are 
summarised in this report. 

There has been much debate recently in 
relation to fostering an environment in 
Ireland which is conducive to encouraging 
and growing our entrepreneurial culture. 
While the economic climate for business 
in Ireland has improved in recent years, 
there is still a lot more to be done to help 
Irish entrepreneurs and their business 
to succeed in a climate of heightened 
uncertainty. We cannot underestimate 
the crucial role of the taxation system 
in supporting entrepreneurs and how it 
influences decision making at each stage 

Lorraine Griffin 
Partner   
Head of Tax and Legal

David Shanahan 
Partner   
Tax

Niall Glynn 
Partner   
Tax
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Key findings

We asked fast growing Irish Companies 
for their views of the Irish tax system in its 
application to them. Data for this project 
was gathered through discussions and 
using an online survey. 

The majority of the respondents to 
the survey (84%) were either founders 
themselves or shareholders of the 
enterprise. 

As part of the survey, respondents were 
asked questions about their levels of 
direct engagement with the tax system, 
awareness of and experience in claiming 
various reliefs, the opportunities or 
challenges the tax system presents or 
poses in their quest for growth, and the 
attractiveness of foreign tax regimes. 

The enterprises surveyed were spread 
across a mix of industries, with over 45% 
being technology based companies. The 
second largest respondent group (14%) 
were in the manufacturing industry, 
followed by telecommunications (10%). 

In order to secure Ireland’s position as 
a hub for entrepreneurial activity, we 
must ensure that tax is not a disincentive 
to new business and instead is one of a 
number of existing mechanisms to enable 
such businesses to overcome their initial 
challenges and flourish in the longer 
term. We must ensure that in Budget 
2018 and future Budgets, the interests of 
the entrepreneurial sector are given due 
attention and that future Irish tax policy is 
shaped to be meaningful and addresses 
the concerns of this group, as are evident 
from our survey.

While the work done by the government for new enterprise 
in light of the limited fiscal space for tax measures is 
acknowledged, a majority of respondents nonetheless 
expressed a desire for increased government support for 
new enterprise going forward.

Entrepreneurs view the greatest barrier to growth as being 
the lack of tax efficient incentivisation packages to help their 
business to attract and retain key talent. 97% of those surveyed 
believe a tax efficient remuneration scheme would help them in 
achieving their employment goals.

84% of respondents would be willing to offer share based 
remuneration to staff, which could prove mutually beneficial as 
employees would share in the ultimate success of businesses. 
This would provide a form of cashless incentivisation at critical 
points in the enterprise’s growth particularly useful when the 
entrepreneur has ambitious scale and growth. 

We found broad awareness among those surveyed of a number 
of key tax reliefs, such as the R&D tax credit and Start Up 
company exemption, although utilisation of this latter relief 
appears low. 

The majority surveyed felt that the current tax system 
encourages early exit rather than retention of investment. 
Entrepreneurs are incentivised to sell in the near term rather 
than retain ownership of their business.

90% felt the attractiveness of the UK entrepreneur relief scheme 
would generally make entrepreneurs more likely to set up and 
base operations in the UK.

Entrepreneurs indicate a strong willingness to establish ventures 
in more tax attractive jurisdictions.

We need to do more to support growing Irish businesses
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Broadly, there should be acknowledgement 
of the government’s focus on supporting 
entrepreneurs over recent years. From 
a tax perspective, this focus has been 
evident through the public consultation 
on tax and entrepreneurship, willingness 
to enhance the Capital Gains Tax relief 
for entrepreneurs, extension of start up 
reliefs, etc. Similarly, targeted supports 
and initiatives from Enterprise Ireland such 
as the High Potential Start Up Unit, have 
been welcomed. However, the majority 
of respondents did express a desire for 
increased government support for new 
enterprise going forward. 

In order to present Ireland as an 
entrepreneurial hub and an attractive 
location in which to locate a business, it 
is important that entrepreneurs perceive 
the Irish tax system as supporting and 
encouraging new enterprise, and as 
providing them with the supports to 
grow and scale business in Ireland. Given 
it is now easier than ever to establish a 
business in foreign jurisdictions, and the 
increasingly global nature of business, this 
perception is particularly important.

It is therefore interesting to note that our 
survey found that 56% of respondents 
view the Irish tax system as a barrier to 
growth. With just 19% viewing the Irish tax 
system as supportive of new enterprise, 
our tax system has significant room for 
improvement.

Perception of the Irish 
Tax System 
The Irish tax system has sought establish reliefs and incentives to specifically 
support start-up businesses such as the Corporation Tax Start Up Exemption and 
Start Up Relief for Entrepreneurs. Such measures have been designed to encourage 
and assist entrepreneurs, and greater availability of reliefs targeted towards 
entrepreneurs would be welcome. 

Just over half of 
respondents view the Irish 
tax system generally as a 
barrier to growth rather 
than a supporter of new 
enterprises

56%

Barrier NeitherSupporter

In order to provide confidence to current 
and future entrepreneurs considering 
setting up business in Ireland, it is 
important that the tax system is perceived 
as supportive. Given global mobility and 
increasing international tax transparency, it 
is paramount that Ireland is seen to afford 
an entrepreneurial tax system which offers 
a competitive rate, is transparent, robust 
and rewards innovation and success. A well 
designed tax system with the necessary 
incentives and appropriate safeguards is 
key to Ireland’s entrepreneurial success, 
and is a critical tool for encouraging and 
supporting the entrepreneurial sector. 

Deloitte View
Perception Matters

Given the likely limited fiscal space for 
tax measures over the coming number 
of years, a roadmap of the planned 
evolution of our tax system out to 2020 
to address the entrepreneurship agenda 
would be welcome.  
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As part of our survey we sought to 
understand the greatest tax barriers for 
Irish entrepreneurs, from start up through 
to growth and exit or maturity. Given a 
range of options, survey respondents were 
asked to rank which tax policies create a 
greater barrier for entrepreneurship. 
 

Inability to offset corporate 
tax start up losses against 
other income

High capital gains 
tax on exit

High marginal 
tax rates

Lack of tax efficient reward 
mechanisms for employees/
management

1

2

3

4

Lack of tax efficient remuneration 
mechanism for employees/
management
Respondents indicated the greatest barrier 
to growing and scaling the business was 
the lack of tax efficient reward mechanisms 
for employees and/or management. Tax 
efficient reward mechanisms are important 
to growing businesses, as they provide 
a means to attract and retain talent. The 
retention of employees is paramount 
importance to an entrepreneur where the 
business is scaling and where competition 
with larger corporates can make it difficult 
to keep key personnel.

Marginal Tax Rates 
As we know, Ireland has some of the 
highest marginal income tax rates in the 
world. This is an area of Irish tax policy 
that can act as a significant barrier to 
enterprise. 

Our research found that a notable 76% 
of respondents felt that high marginal 
tax rates have been influential in their 
decision on whether to take dividends or 
increased remuneration in the past. While 
the business owner will require income 
for day-to-day living, a disincentive to 
withdrawing cash from the business can 
actually positively impact the growth of 
the business by ensuring more cash is 
available for reinvestment. High marginal 
tax rates can, however, have a bearing on 
entrepreneurs’ decisions not alone to set 
up in Ireland, but as discussed later in this 
document, the form and timing of their exit. 

High Capital Gains Tax on Exit
Interestingly, respondents also cited high 
Capital Gains Tax (“CGT”) on exit as a 
significant barrier to growth. The decision 
to start a business clearly comes with a 
greater degree of risk than many other 
investment decisions, yet the 33% Capital 
Gains Tax rate applies indiscriminately. 
Those surveyed felt that the current tax 
system does not adequately reward the 
risk borne by individuals who build and 
subsequently exit successful enterprises. 
When asked about differing Capital 
Gains Tax incentives available abroad, 
entrepreneurs were particularly concerned 
that Ireland’s reliefs were not sufficiently 
rewarding to entrepreneurs. 

Close Company Surcharge 
The lowest barrier to entry was found to be 
the close company surcharge (which results 
in a higher effective tax rate for some 
companies). This is perhaps not surprising 
given that this legislation is limited in 
scope and only applies to trading income 
where the enterprise in question carries 
on a trade of professional services, and on 
passive estate and investment income. 

Return on Investment, 
Remuneration and Reinvestment
Entrepreneurs are concerned about their personal finances and must look to 
balance the potential of their business with maintaining their day-to-day lifestyle. 
The tax system has a significant influence on decisions regarding remuneration, 
reinvestment and the decision to exit a business. 

The difference underlines an 
innate problem which Ireland 
has with indigenous risk takers 
making large financial gains. 
We need a complete change 
of mindset and recognise the 
value these entrepreneurs bring

Telecommunications company 
founder & survey respondent

76% say high marginal 
tax rates have influenced 
decisions to take dividend/
salary remuneration in the 
past

76%
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In our view, tax policy must strike 
a balance between encouraging 
entrepreneurs to retain cash within 
the business to provide for growth 
and scale, whilst rewarding successful 
entrepreneurs who have emerged 
from the challenging start up period. 
We would suggest that a special 20% 
rate of tax could apply to dividends 
paid to entrepreneurs subject to an 
annual dividend cap and subject to 
the company having been trading for a 
specified period, e.g. 5 years. This would 
greatly help to mitigate some of the 
adverse consequences arising from the 
current high marginal rate of income tax. 

Measures such as these would help 
to remove perceived barriers to the 
growth and scaling of enterprise and 

also provide access to cash within a 
successful business. In addition, they 
would incentivise entrepreneurs to 
remain with the business for the long-
term and not cash out prematurely. 
Such a measure should be considered 
in light of other potential changes to the 
tax system which are suggested later in 
this document.

Interestingly, preferential rates of tax 
on dividends already apply in the UK 
and the US in certain instances, which 
helps increase the attractiveness of 
these regimes for globally mobile 
entrepreneurs. The Irish tax system 
needs to acknowledge the reality that 
modern entrepreneurs are mobile and 
willing to move in order to benefit their 
businesses in the longer term. 

Deloitte View
Preferential Dividend Rate Tax Efficient Remuneration

Based on our conversations 
with entrepreneurs, 
particularly in the technology 
sector, it is difficult to 
attract and retain top talent 
when the competitors 
for those employees are 
large multinationals with 
the benefits of various 
share based remuneration 
packages. This factor is 
explored later in this report 
where we look at potential 
tax efficient remuneration 
strategies which may be useful 
for SMEs seeking to attract 
and retain key talent.
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Entrepreneur Relief
Tax has an important role in incentivising 
entrepreneurs to start and grow a 
business. Effective incentives can foster 
an environment encouraging start ups. It 
is therefore important to ensure that any 
incentives offered are properly designed 
and reflect the needs of entrepreneurs 
and start up enterprises. To this end we 
presented survey respondents with a range 
of possible tax incentives to determine 
which they would view as most effective in 
encouraging individuals to start and grow 
a business. These options were proposed 
by Deloitte based on our experience of the 
needs of entrepreneurs and our knowledge 
of the potential scope for such reliefs in 
practice. The options were as follows:

 • The removal of the disparity in tax 
treatment for employed versus self-
employed individuals. 

 • The ability to offset start up losses in 
a company against other sources of 
personal income. 

 • The possibility of more favourable tax 
treatment for remuneration or return on 
investment in a company. 

63% of respondents were of the view 
that more favourable tax treatment for 
remuneration or return on investment in 
a company was the greatest tax incentive 
to drive growth. This ties in further to 
our earlier findings in respect of the 
impact high marginal tax rates have on 
entrepreneurs’ decision-making. 
It is likely that the Irish tax system as it 
applies to remuneration strategies does 
not go far enough in encouraging and 
incentivising entrepreneurship. 

Given the limited fiscal space for 
introducing additional tax measures, 
as noted earlier, we would welcome the 
development of a roadmap of how our tax 
regime will evolve out to 2020 to better 
encourage and provide incentives to 
entrepreneurs.

Reliefs and Incentives
Ireland needs to enhance its tax competitiveness to support the entrepreneurship 
agenda - otherwise entrepreneurs may consider alternative locations from which 
to operate.

60% feel the disparity 
in tax rate between 
entrepreneur relief 
capital disposals and 
dividend payments 
incentivises 
entrepreneurs to sell 
their business rather 
than scale and grow

60%
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In considering the ease of an entrepreneur 
setting up in other jurisdictions, we sought 
the entrepreneurs’ views on the revised 
Entrepreneur Relief which provides a 
reduced CGT rate of 10% on the sale of 
shares in a company, provided certain 
conditions are satisfied. In contrast to 
this relief, the recipient of a dividend is 
subject to a marginal income tax rate of 
up to circa 55%. It seems clear that such a 

disparity in tax treatment between capital 
disposals versus ongoing income streams 
would influence a decision as to whether 
to continue and grow a business or seek to 
exit at an earlier stage. 
It is therefore not surprising that when 
asked if this inconsistency in tax treatment 
incentivises entrepreneurs to sell their 
business rather than continue to grow the 
business, over 60% indicated that there is a 

relative incentive to sell.
CGT relief is an example of how the tax 
system can directly influence decision 
making. It is therefore imperative that 
the tax system is modified to incentivise 
entrepreneurs in a way which will be 
beneficial, and stimulating, to both the 
entrepreneurial sector and the greater 
economy. 

%%

%%%%

%%

%
%

%
%

%
%

%
%

Would bringing the 
Irish relief in line 
with the UK have a 
positive impact on 
entrepreneurship in 
Ireland?

Said yes Said yes

Could the relative 
attractiveness of the 
UK measure make 
Irish entrepreneurs 
more likely to set 
up and base their 
operations in the UK

VsUK Relief Irish Relief
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The UK also has an Entrepreneur Relief 
tax incentive which applies a special 10% 
rate of CGT to lifetime gains of up to £10m. 
The Irish equivalent measure offers a 
special 10% CGT rate to lifetime gains of 
up to €1m only. This is clearly a much less 
advantageous relief. It is therefore not 
surprising that over 97% of respondents 
felt that bringing the Irish relief in line 
with the UK equivalent would have a 
positive impact in Ireland. Perhaps of 
greater concern, however, is that over 89% 
of respondents stated that the relative 
attractiveness of the UK entrepreneur relief 
would make Irish entrepreneurs more likely 
to set up and base their operations in the 
UK.

This willingness to relocate is particularly 
interesting in light of Brexit, which is likely 
to be a key factor in any decision as to 
business location. Of particular importance 
in this regard will be the need for access to 
the EU and UK market places. Nonetheless, 
entrepreneurs were clear that in a tax 
context they would consider setting up and 
basing their operations in the UK as the UK 
has more competitive reliefs in this regard. 
The relative ease of setting up operations 
in Northern Ireland may prove influential 
in this regard, and there is a risk of losing 
present and future entrepreneurs to the 
UK where our tax regime does not remain 
sufficiently competitive. 

Coupled with their tax 
incentivizing initiatives for 
early stage investors and 
the light touch/encouraging 
approach by Revenue for 
grant and tax relief, the UK is 
light years ahead

FinTech company founder & 
survey respondent 

Despite recent improvements the relief is 
not yet operating on a par with the UK’s 
regime which provides for a 10% rate 
of CGT on gains of up to £10m. This has 
led entrepreneurs to question whether 
Ireland is the best location from which 
to operate their businesses, particularly 
given the global nature of the majority of 
their businesses. 

The Tax Strategy Group, a government 
think tank regarding budgetary matters, 
explains that while Ireland’s relief may not 
seem as generous as its UK equivalent, 
it operates in the context of other 
reliefs and exemptions which are not 
available in the UK i.e. retirement relief. 
In our view, the limit of €1m should be 
increased in order to improve Ireland’s 
competitiveness in attracting and 
incentivising entrepreneurs and to help 
ensure indigenous companies flourish 
beyond startup phase.

Deloitte View
Time to compete Tapered CGT rates 

A further issue of concern is the 
premature exit of Irish entrepreneurs 
upon a business reaching a certain 
value inflection point, stifling ambition 
to grow and scale the company 
further. This is evidenced by the 
fact that 60% of respondents stated 
that they are more likely to exit the 
business by way of share sale. To 
encourage entrepreneurs to remain 
in their businesses for the longer 
term, we suggest the introduction of 
a tapered CGT rate that would reflect 
the length of time the individual has 
held the shares. 

 • 0 - 5 years – 33% rate of CGT

 • 5 – 10 years – 16.5% rate of CGT

 • 10 years and over - 8.25% rate of 
CGT.

This relief could be linked to other 
reliefs suggested in this document 
such as a reduced rate of tax on 

certain dividends to ensure that an 
individual would not be in a position to 
avail of two separate reliefs on the same 
investment. This approach would allow 
an entrepreneur to access a level of 
cash from within the business, but also 
incentivises them to grow their business 
in Ireland. Furthermore, this encourages 
entrepreneurs who have developed 
successful businesses to further drive 
the business while providing for an 
appropriately timed changing of the guard. 
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Corporation tax start up 
exemption 
The lack of initial capital funding is a 
real constraint on new start ups and 
can hamper an entrepreneur’s ability 
to establish their business on a firm 
footing. Cashflow is of paramount 
importance in the early years and for 
that reason the corporation tax start 
up exemption is an important relief 
as it can ease a business’ liquidity 
issues by reducing the amount of 
tax payable in the first three years of 
operation. 

No Yes

Yes - In 
period of 
application

Yes - 
Eligibility 
should be 
broadened

No

Are you aware of the Corporation 
Tax Start Up Exemption?

Should the Corporation Tax Start 
Up Exemption be broadened?

29
%

45
%

25
%

63%
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A surprising result was the lack of 
awareness of the availability of capital 
allowances on intellectual property, with 
just 5% of respondents aware of this relief. 
A greater awareness of this relief could 
therefore be of benefit to entrepreneurs 
who are utilising valuable IP for their 
business which may qualify for additional 
tax reliefs. However perhaps it is a case 
in an entrepreneurial context that it is the 
more mature companies with high value 
intellectual property which are benefitting 
most from this relief rather than very early 
stage companies which might not be in a 
position to benefit from the relief until later 
in the lifecycle. 

EIIS, which provides tax relief to individuals 
for the purchase of new ordinary share 
capital in SMEs, and SURE, a relief which 
offers refunds of income tax paid in 
previous years, were both relatively well 
known, but survey responses still indicate 
that greater awareness of these reliefs 
would also be desirable. 

While not specifically addressed by our 
survey, there have been concerns for 
a number of years as to the availability 
of funding and investment for the SME 
sector in Ireland. We have previously 
suggested that an alternative to debt 
funding from financial institutions may be 
the introduction of a special loan finance 
arrangement whereby individuals can 
lend money to SMEs and provided certain 
safeguards are in place (for example, 
market interest rates are applied), then 
the individual will be taxed on the coupon 
received at the standard rate of income 
tax (i.e. 20 per cent) as opposed to the 
marginal rate of income tax (i.e. up to 55 
per cent).

Make the R&D credit more 
accessible and easier to 
obtain, we investigated but 
decided it wasn’t worth the 
man hours to apply for

eCommerce founder & 
survey respondent

It is therefore perhaps 
not surprising that of the 
above mentioned reliefs, 
we found that respondents 
were most widely aware of 
the R&D tax credit relief. 

62% of respondents had applied 
for the R&D tax credit in the past

Small businesses did 
however express 
frustration with the burden 
of complying with the 
scheme, which places a 
particular strain on their 
resources relative to large 
enterprises. 

Furthermore, given that 63% of 
respondents were familiar with the 
availability of a Start Up exemption for 
new companies, it could be expected that 
the exemption would be widely utilised. 
However, when asked whether they had 
applied for the start up exemption, 87% 
of the respondents indicated that they 
had not. This emphasises the fact that 
familiarity with the relief is not the issue 
and instead it begs the question whether 
the relief is too restrictive or perhaps could 
be made more generous. 

Other reliefs/incentives
In addition to the corporation tax start up 
exemption, there are a number of other 
available reliefs and incentives which may 
be of benefit to a new business. These 
include the Research and Development 
(R&D) tax credit, allowances for capital 
expenditure incurred on intellectual 
property (291A IP Allowances), the 
Employment and Investment Incentive 
Scheme (EIIS) and the Start Up Relief for 
Entrepreneurs (SURE). 
 
The R&D tax credit is a valuable incentive 
for businesses carrying on R&D activities 
within the meaning of the tax code. Claims 
can result in cash refunds in certain 
circumstances. This can be very important 
for an entrepreneur as it is a means of 
efficiently funding future growth and 
innovation, and when coupled with the 
start up exemption can add significant 
value. It is also clear that businesses, not 
just entrepreneurs, have been availing of 
this relief to a large extent as claims for 
the credit have increased tenfold in recent 
years. 
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From an early stage, entrepreneurs 
are focused on cashflow and R&D tax 
credits are a form of cashflow. Significant 
steps have been taken in recent years 
to enhance the R&D tax credit regime, 
which has been identified as positive 
in driving economic activity and R&D 
investment in Ireland. However, the 
time lag in receiving the benefits of 
R&D tax credits diminishes the relative 
attractiveness of this incentive and 
lowers its priority for start up companies 
in particular. Consideration could be 
given to offsetting the credit against 
payroll costs instead to accelerate the 
benefits.

As businesses grow and become more 
stable with more regular cashflows, 
claiming credits gains priority. By their 
nature, entrepreneurs are problem-
solvers and innovators, and thus R&D 
is often a key pillar of their businesses. 
They must be aware, however, that their 
definition of R&D and Revenue’s may not 
be perfectly aligned!

Deloitte View
The R&D Credit EIIS & SURE

Given that the UK has a scheme in 
place similar to Ireland’s EIIS scheme 
but which is comparatively more 
beneficial, we must improve the 
relative attractiveness of our relief if 
we are to compete for new business. 
For example, the Irish relief currently 
contains restrictions on how the 
funds raised through the scheme 
may be utilised by the company. 
We are of the view that in order to 
improve its potency as an incentive to 
entrepreneurs and increase utilisation 
of this relief, consideration should be 
given to removing these restrictions. 

A number of respondents indicated 
that they were aware of the SURE 
scheme, however we believe that in its 
current form its scope and application 
are limited. In order to grow awareness 
and improve the utilisation of this 

relief, we are of the view that a number 
of improvements should be made. For 
example, the scheme could be extended to 
those who were self-employed in the years 
immediately preceding the investment 
rather than being limited to those in PAYE 
employment. In many cases new start-ups 
are established by those who have run 
businesses previously. SURE could also be 
extended to businesses in the professional 
services sector, as currently the relief does 
not include such enterprises. 

Finally, the relief could be extended to 
allow investors who are unconnected with 
a business to invest in the business, an 
option which is currently available in the 
UK. These measures would help to improve 
the visibility and scope of this tax measure 
and ultimately would, in our view, improve 
its effectiveness in meeting its objective of 
incentivising new business ventures. 
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With this in mind, we asked whether the 
Irish tax code offers sufficient flexibility to 
allow SMEs and start-ups to attract key 
talent through tax efficient remuneration. 
A large majority of respondents, 78.9% felt 
that the Irish tax code was not sufficiently 
flexible in this manner. 

Over 97% of respondents felt that specific 
personal tax incentives for critical skills 
employees, would assist in hiring staff in 
areas such as technology. For example, the 
Special Assignee Relief Programme (SARP), 
which provides for a 30% income tax 
exemption on remuneration over €75,000, 
could be altered to allow staff hired 
from abroad who have no pre-existing 
relationship with the company to avail of 
the relief. This would be a powerful tool for 
companies looking to attract critical staff. 

Given the proximity of Northern Ireland as 
an alternative business location to Ireland 
and considering there are many similarities 
between the Irish and UK tax systems, it is 
worthwhile reflecting on the UK position 
regarding tax efficient incentivisation. 

The UK offers a tax incentive known as the 
Enterprise Management Incentive (EMI), for 
employees who work for a company with 
assets of £30 million or less. Such companies 
can grant share options up to the value of 
£250,000 in a 3-year period, and employees 
will not have to pay Income Tax or National 
Insurance if the strike price is at least equal 
to the market value of shares on the date of 
grant. Employees given a discount on the 
market value, are required to pay Income 
Tax or National Insurance on the difference 
between what they paid and what the shares 
were worth.

Tax Efficient Remuneration
As has been noted throughout this report, one of the primary concerns of start-
up enterprises and SMEs is the ability to attract and retain key talent. Attracting 
and retaining talented employees is central to growing the business for many early 
stage companies. 

97%

3%

The overwhelming 
majority feel a special 
tax regime for critical 
skills employees would 
help attract and retain 
key talent

84% would consider 
utilising share based 
remuneration, if it were 
more tax efficient for 
employees 

84%
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Share based remuneration has long 
proven to be an effective tool for 
rewarding employees. A new share 
SME scheme would certainly incentivise 
employees as their efforts and the 
performance of their company directly 
impacts their return and the value of any 
shares they hold. Interestingly, Sweden 
recently successfully introduced such 
a scheme which is designed to enable 
“young and small companies” to recruit 
and retain the key employees they need to 
achieve their growth potential. 
Under the current Irish regime, an 
employee who is granted a share option is 
deemed to receive a taxable benefit at the 
time the option is exercised. By contrast, 
the newly approved Swedish regime defers 
the point of taxation until such time as the 
employee sells his/her shares. In addition, 
on the share sale the employee will be 
taxed at a lower tax rate on the difference 
between the income realised from the sale 
of shares and the total price paid for them 
at the exercise date. Of further benefit is 
that the employer will not have to pay any 
social security contributions on the value 
of this benefit. 
Similarly, the UK regime is designed to help 
small, higher risk companies recruit and 
retain employees who have the skills to 
help them grow and succeed albeit higher 
limits apply. There is a common theme 
here and Ireland should consider applying 
similar principles in order to enhance 
the effectiveness of its share based 
remuneration offerings.

Deloitte View
Share based remuneration

When asked if the introduction of a similar 
relief in Ireland would have a positive impact 
on the ability to attract key talent, over 94% 
affirmed this view. Furthermore, over 84% 
indicated they would consider utilising share 
based remuneration to attract or retain 
employees in the future if it were a more 
tax efficient form of remuneration. This 
demonstrates that not only do employers feel 
that the incentives available in the UK have a 
greater ability to retain key talent, but also that 
Irish entrepreneurs would like the flexibility 
to be able to implement similar incentives for 
their teams.

This also reveals the frustration felt by 
employers, particularly SMEs, in their inability 
to leverage tax efficient remuneration as 
a tool for employee retention. Therefore, 
the announcement in last year’s budget 
that Ireland would introduce a share based 
incentive for SME businesses is very welcome. 
Details are anticipated to be forthcoming 
as part of the Budget 2018, and we expect 
that the new regime will be similar to the UK 
Enterprise Management Incentive scheme. 
It is hoped that the tax policy changes in this 
area will be extensive enough to really assist 
business in this important area for talent 
acquisition and retention. 

Unfortunately, we do not see any broader 
changes being made at this point to the 
taxation of share schemes, which will be 
disappointing for domestic and foreign MNCs 
who do not meet the SME thresholds – but 
Government should, in this instance, provide 
a commitment to reform the taxation of share 
based reward, to make it more competitive, in 
the near term. 
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Final Remarks 

Taxation plays a central role in shaping 
Irish businesses and society in general 
through its funding of important public 
expenditure, supporting economic activity 
and redistributing resources to enhance 
fairness and improve lives. It drives 
decisions in boardrooms and households 
across the country. Previous Budgets 
have been very supportive with regard to 
attracting FDI, and this support has been 
greatly welcomed. Now, however, the time 
has come to dedicate thought, attention 
and resources to foster new business 
start-ups, indigenous Irish businesses, 
entrepreneurs and the role they play in 
building our economy.

It is the very nature of successful 
entrepreneurs to seek out the best deal on 
the table with a view to maximising their 
potential for long term success.  

A successful exit should not be the sole 
driver behind key business decisions 
and continued business growth. Success 
over the long term must be encouraged. 
Ultimately, success at the individual 
entrepreneur’s level should benefit the 
Irish economy as a whole, given the 
employment potential such entrepreneurs 
make possible.
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