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Political fallout
Key takeaways for business and investors
• The outcome of the Irish General Election represents a structural shift away from the centre right two-party duopoly
and a change in behaviour of a traditionally risk averse electorate and relatively conservative mindset. It is borne
from frustration that the incumbent parties have failed to deliver on the public infrastructure required by a thriving
economy and well-educated workforce.
• The shift in greater support for the Sinn Féin party signals a demand to secure the delivery of public infrastructure
and services - dealing with profound challenges of health, housing, climate and the all island economy - rather than
an undermining of the business model.

• Despite speculation, it is not yet clear who will form government and this may take some time. During coalition
formation many policies outlined in election manifestos will not translate into the programme for government.
• Because Sinn Féin have nowhere near a majority to form government, to hold office they must coalesce with other
parties. A coalition means the programme for government will not deviate from the core principles of certainty for
business and many of the more left-wing proposals will dissipate in an effort to form a coalition.
• In this post-Election phase when parties engage with each other to form the next government, Ibec is campaigning
for the primacy of the establishment of a Commission for Taxation and a structure for social dialogue to enable
meaningful engagement for all stakeholders. The establishment of a Commission on Taxation will mitigate many of
the egregious measures which are headlining in media reporting.
• Ireland will continue to scale as a model of substance and provide certainty for the next half decade at least
particularly in the context of the mandate held by the Conservative-led UK Government.

What does the new Dáil look like?
•

•

•

•

•

The largest party in the new Dáil will be Fianna Fáil with 38 seats
followed by Sinn Féin on 37 seats and Fine Gael on 35 seats.

It is difficult to see a government formed from a minority of
members, like the previous Government, given that both Fine
Gael and Fianna Fáil have ruled out facilitating a minority
government through a ‘confidence and supply arrangement’ (i.e.
abstaining on key votes).
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This means any group of parties is likely to need 80 votes to form
a government. Any government therefore is likely to consist of
two of the three main parties, with at least one other sufficiently
sized party or group of independents.
Parties will now spend time discussing potential combinations
and policy platforms. This process took three months in 2016.
The makeup of the Dáil (Parliament) means it could well be
longer this time around.
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There is no legal time limit on how long this process may take,
with the power solely in the current Taoiseach's (Prime Minister)
hands to call another election if there is a stalemate.
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•

In the meantime, existing Ministers remains in situ with extremely
limited ability or moral force to effect policy change.

Where did the vote surge for Sinn Féin come from?
•

The boost in Sinn Féin votes came broadly from across age groups –
growth in their vote share was between seven and ten points in every
age group under 65. Sinn Féin had the largest vote amongst all age
groups under the age of 65.

Figure 2: Four poll moving average support for the main three parties
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44% had a third level education and 81% felt that ‘ability to manage the 25
economy’ was important in their vote – broadly in line with the overall
voting population.
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Overall the two most important issues for all voters in the election were
health and housing – but for Sinn Féin voters the overwhelming issue
(38%) was housing.

•
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Sinn Féin voters were far more likely to vote for the party (60%) than the 5
candidate (40%), and were much more likely to view the party’s national
leader as important to their vote. This is the opposite of other parties and 0
is reflective of the effective communicators within the party's front bench.
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Sinn Féin fiscal position broadly in line with EU norms but a departure for Ireland
•

•

•

•

Of broadly comparable countries, Ireland currently has
the fourth lowest public expenditure to national income
ratio in the EU.
Both Fianna Fáil and Fine Gael would keep the size of
the state broadly in line with its current size over the
coming five years.

Sinn Féin would increase it to above the European
average if alone in power for five years, with 45% of
that additional spend going to capital spending,
another 20% going to health and the remainder going
to other current spending.
The reality of coalition politics and the European fiscal
rules, however, would mean that even in extremes any
increase in public spending would likely result in a
state closer in size to that of Germany or the
Netherlands at the end of the next government.

Figure 3: General Government expenditure, % of GDP in the EU15
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Source: Eurostat, Ibec calculations

Public support for tax cuts versus spending increases
•

•

•

In the Irish Times, RTÉ, TG4, UCD exit poll, voters
were asked a number of questions about their views
on the economy.
Whilst the data shows that quality of life issues
dominated the minds of voters, there were some
interesting findings on attitudes to taxation.
The most interesting of the responses was the
counter-intuitive finding that Sinn Féin voters were the
mostly likely of all voters to favour tax cuts above
greater public spending. This is significantly at odds
with the party platform as a whole.

Q: If the next government has resources to spare, should more of the
money be used to reduce taxes or should more be used to increase
spending on public services?
Figure 4: % in favour of tax cuts over spending increases
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•

43% of Sinn Fein voters preferred tax cuts to spending
increases. By way of comparison, 41% of Fine Gael
voters, 36% of Fianna Fáil voters, and less than 12%
of Green Party voters preferred tax cuts to spending
increases. This is reflective of the much broader and
increasingly middle-class base of Sinn Féin votes in
this General Election.
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Sinn Féin

Business policy positions in the Sinn Féin manifesto
Areas of concern for business

Areas of convergence with business

• Committed to providing for mandatory union recognition.

• Committed to retaining the 12.5% corporation tax rate and
supportive of the BEPS process.

• Committed to abolishing the Special Assignee Relief
Programme (SARP), adding five percentage points to
the marginal rate of tax for workers on over €140,000, and
gradually phasing out tax credits for workers
between €100,000 and €140,000 of earnings.
• Would increase employers’ PRSI for the portion of salary over
€100,000 by 4.75 percentage points.

• Would reduce the earnings limit on pensions and the Standard
Fund Threshold.
• Would extend the 80% cap on the portion of profits which can
be offset by capital allowances for IP to IP developed or
imported pre-2018.
• Committed to increase income from the annual bank levy and
end loss relief for bailed out banks. Likely to impact on lending
to the economy.

• Will expand capital investment supports to ensure Irish
companies are prepared for Brexit.
• Committed to significantly investing in quality of life issues
such as health, housing and childcare.

• Committed to protect funding for Science Foundation Ireland
and to higher education institutions.

Income tax plans in the manifestos
Figure 5: Changes in effective tax rates (IT, USC, and employee PRSI) as a % of gross
salary, under each party manifesto
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• There was a clear delineation between the main three
parties on the issue of income tax in the respective
manifestos.
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• In Fine Gael’s manifesto, there was a significant
commitment to increase the entry point to the top rate
of tax to €50,000 and to exempt people earning below
€20,000 from the USC.
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• This would result in large tax cut for workers earning
between €50,000 and €100,000 with more moderate
tax reductions for workers above that level.

• Fianna Fáil’s plans, on the other hand, would see a
smaller increase to the top rate entry point to €38,400
and modest USC cuts for middle income earners.
• This would result in moderate tax reductions across
the board with greater funding left over for public
investment.
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Income tax plans in the manifestos (2)
The approach of Sinn Féin
• The increases in personal taxation outlined in the manifesto
would cut taxes for all workers earnings €100,000 or less due
to commitments to not charge USC on any income to a limit of
€30,000
• This would then be paid for by tax increases in the range of 1
to 3 percentage points of gross earnings for workers on
€120,000 and above.
• This would reduce our competitive advantage on tax vis-á-vis
other countries such as the Netherlands on income tax for
skilled workers and would put us further out of kilter with the
UK.
• It would also result in a further narrowing of the tax base, with
a smaller cohort of workers paying increasing shares of
income tax. Already the top 10% of Irish workers pay over
60% of taxation due to the most progressive tax system in the
EU.
• There are concerns about the sustainability of this approach to
tax collection due to the mobility of managerial talent and its
impact on the location of functional roles within organisations.

Figure 6: Change in personal tax bill (IT, USC, PRSI) as a % of gross salary
under Sinn Féin income tax plans
Increase in employer's PRSI, as a % of gross salary
Increase in tax bill as a % of gross wage under Sinn Féin income tax plans
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Source: Ibec calculations based on the text of the Sinn Féin manifesto

Next steps
Responsible leadership, strengthening relationships, sustaining prosperity

• The scale and growth of the private sector is disproportionate to the public sector and it is clear that when the
next government forms it will not be in a position to deal with the major social problems which the electorate have
asked them to resolve without engaging with the private sector.
• There is realisation that government has become impotent in its capacity to deliver and the issues can only be
solved by the business model and its community.
• This renders the role of business as much greater than revenue raising and crucial to have its involvement in
conceptualising and delivering to resolve major challenges.

• Business is seeking a strong process to break the logjams, reaching out to bring together all stakeholders to
engage with government to confront and resolve these issues with meaningful dialogue and outcomes.
• It is also seeking the establishment of a Commission of Taxation to bring coherence and underpin
competitiveness of the taxation of corporations, property and the environment whilst incentivising indigenous
business and ensuring fairness of the personal tax regime.

About Ibec

We are Ireland's largest and most influential business membership organisation, campaigning for real changes to the
policies that matter most to business. Policy is shaped by our diverse membership, who are home grown, multinational, big
and small and employ 70% of the private sector workforce in Ireland. With 36 trade associations covering a range of
industry sectors, 6 offices around Ireland as well as an office in Brussels and connections in the U.K. and Washington, Ibec
communicates the Irish business voice to key stakeholders at home and abroad. We also provide a wide range of
professional services and management training to members on all aspects of human resource management, occupational
health and safety, employee relations and employment law.
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