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In many ways, Ireland is viewed with envy by overseas entrepreneurs when they see the extent of
state supports and the significant presence of global multinational technology companies located
here. However, despite having many of the necessary ingredients to ensure that Ireland is
recognised as a globally significant startup hub, there still remains a fundamental lack of
understanding with policy makers that startup founders and their businesses face a unique set of
challenges as they scale their companies.
High growth potential, technology-based companies are different to typical SME’s. They exhibit a
period when they lose money; they require external risk-capital and they hope to scale rapidly to
achieve sustainability and profit. They embrace significant risk at the early stages of the business
and then hope to benefit from future earnings and the potential of a successful exit.
This lack of policy awareness results in perverse policies which serve to undermine the
attractiveness of Ireland as a location to start a company with global ambition and potential. The
Startup Ireland Manifesto serves as a reminder of the actions required to create an environment
within which risk-accepting entrepreneurs can start a new enterprise with confidence that they
can achieve their potential and compete on a global platform.
The Department of Business, Enterprise and Innovation states that Foreign Direct Investment
(FDI) has been, and will continue to be, a key plank upon which Ireland’s economy is built. Its
contribution to the economy is far-reaching and it’s estimated that 20% of all private sector
employment in the State is directly or indirectly attributable to FDI.
Ireland should, rightfully, be proud of its FDI track record. However we need greater balance to
ensure that Innovative Domestic Investment (IDI) receives the same support, advocacy and
favourable treatment. To be clear, this document does not suggest we reduce the extent of foreign
investment into Ireland. On the contrary, we are excited about the opportunities continued FDI
brings to Ireland. What we are calling for though, is an increased emphasis by the State and its
agencies on the long-term benefit to the country derived from the growth and success of Irish
headquartered companies. This change in attitude will lead to a greater acceptance for risk and
innovation. We need to create a national culture of innovation. We need to change the prevailing
attitude that a ‘good job’ is still seen as being in a large company working for someone else. We
need to create an environment where the ‘best job’ is seen as being the one you create yourself.
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Startup Ireland is a national, voluntary, non-profit advocate for Startup companies and their
founders. We enjoy the luxury of being unbiased, not led by commercial or corporate interests.
As such, we are uniquely placed to comment on the health and quality of the Startup ecosystem.
To keep track of the necessary re-balancing of the FDI vs IDI equation, Startup Ireland is
launching the Startup Ireland Index which will act as a barometer for the Startup landscape in
Ireland.This Startup Ireland Index will track and assess a number of qualitative and quantitative
metrics to produce an annual commentary and score. This does not aim to be an academic
exercise but more a health check – a Startup ecosystem pulse - to track the required change in
attitude and culture to greater favour high-growth, high-risk, high-potential Startups.
We welcome feedback, advice and contribution to this work as the resulting output will be by
entrepreneurs, for entrepreneurs.
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From the time the Celts landed, right through to the 1900's, Ireland's economy has
predominantly been an agricultural economy. The time of the 'Celtic Tiger' marks'
Ireland's clear transition from an agricultural economy to a knowledge-based
economy. The success of the Celtic Tiger is widely accepted to be due, in part, to
(1)
the attractive corporate tax rate that exists in Ireland. This corporate tax rate,
along with a cohesive national strategy to attract and support multinational
corporations, has created a viable economic model that attracts Foreign Direct
(2)
Investment (FDI). Some facts around Ireland's corporate economy today:
Corporate taxes make up a whopping 16% of all Ireland's revenue annually
(3)
Just 10 companies equate to almost 40% of all corporate taxes
(4)
Foreign-owned companies paid 77% of last year's corporation tax take
(5)
318,000 people, or one in seven work directly for multinationals

(3)

However, not all is rosy and current economic uncertainty threatens the viability of
our economic model. US perception is that our low corporate tax rate encourages
American multinationals to avoid paying a higher tax rate in the US. The US has
been actively planning to change its tax laws to prevent American multinationals
(1)(6)
from benefiting from lower tax rates abroad.
(7)

Additionally, with “leprechaun economics”, EU perception is that our low
corporate tax rate is siphoning taxes from other European countries. Ireland is
claimed as a Tax haven(5) and the OECD is actively lobbying for corporate tax
reform throughout the EU by 2020. (1)(5) The “Common Consolidated Corporate Tax
Base” (CCCTB) is an EC tax project for tax harmonisation across EC countries,
including Ireland.(8)(9)(10) This could mean at least €2 billion in annual Irish revenue
is lost as the new rules are phased in after 2020.(5)
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France is already adopting a digital tax on internet multinationals in an effort to
stop multinationals from “avoiding taxes by setting up headquarters in low-tax EU
(11)
countries”. The United Kingdom is discussing changing its corporate tax laws and
(12)
Brexit could turn into “a race to the bottom on European corporation tax”, which
would reduce our unique selling point as the only English-speaking country with a
low corporate tax rate.
It is clear the corporate tax system helped to get Ireland to where it is today, but it
will not necessarily get us to where we are going. We are reaching the limit of
(13)(5)
Ireland’s corporate economic model.
Just like we built upon the successes of a
flourishing agricultural economy, if we were to build upon our current knowledgebased economy what would that look like? In seeking to rebalance our current
economic model, let us consider how Ireland could get ahead of the curve and move
up the 'value chain' to achieve an "Innovation Economy".
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Moving up the value chain implies a continuous process of change,
innovation and productivity growth. Products and services that are
currently regarded as among the most innovative and experimental
ultimately end up as commodities that can be produced anywhere
and by many producers. Developed economies can only grow by
inventing new technology, by innovating products and processes and
(14)
by designing new management methods.

Firstly, let us emphasise this - Startup Ireland
is not suggesting the abolition of the Corporate Tax Rate.
Conversely, we are advocating its continuation. In order to
step into a more beneficial Innovation Economy, we need to
leverage the benefits of the multinational corporations in
Ireland to springboard into a more sustainable economy.
Just as the stability and profitability of our
agricultural economy was a good base to build a corporate
knowledge-based economy, the time is now to leverage our
solid economy to build a more resilient one - the Innovation
Economy. Let's consider that an Innovation Economy is the
next step to success in Ireland's future.
So, what would an Innovation Economy look like?
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An Innovation Economy "reformulates the traditional model of economic growth so
that knowledge, technology, entrepreneurship, and innovation are positioned at the
center of the model rather than seen as independent forces that are largely
(15)
unaffected by policy."
For Ireland, this would mean doubling down on what we have already created and
encouraging a world-class ecosystem of innovation. This ecosystem then
systematically supports and encourages individuals with ambitious entrepreneurial
ideas to 'sow' their idea in the ecosystem. With support, enthusiasm and
determination, indigenous companies are created that achieve international scale
ambition. As they grow and succeed, they directly benefit the Irish economy for years
to come.
However, the biggest benefit of an Innovation Economy is that it grows sustainably
over time. In this model, when a company grows and succeeds, this success 'feeds'
back to further grow the ecosystem. Here are the ‘6 successes’ for how the ecosystem
grows (and economy benefits):
1. Learnings and innovative models are enhanced, and competitive knowledge is
retained in the ecosystem.
2. Employees can learn how to apply innovation systematically, learn to reduce the
risk and how to flourish in times of uncertainty. Employees, having experienced
the larger market returns on innovation exercise the benefits from share option
schemes to set up their own companies or to invest in the ecosystem.
3. Founders become world class performers that mentor the ecosystem and become
investors upon a successful exit.
4. Investors identify the opportunities in our ecosystem and inject the capital to
accelerate innovation and the development of the ecosystem.
5. Acquisitions by successful companies provide more exit options.
6. The Irish stock market grows internationally as international indigenous tech
companies favour to IPO here.

STARTUP MANIFESTO

SEPTEMBER 2019

an innovation economy

08

Figure 1, An ecosystem that ‘feeds’ back to further grow over time

CONTINUED
The key takeaway message is that the ecosystem is a sustainable
growth model that continues to grow the economy over time.
From a national perspective, it may be coming clear how such a
system will be of benefit. Making the investment now in an
Innovation Economy will promote exponential growth in indigenous
companies that will benefit the Irish economy for the lifetime of
the company. An Innovation Economy builds economic resilience in
the face of recent discussions on tax changes internationally and
alleviates our economic dependency on multinational corporations.
Being creative is part of Ireland's core identity, and to leverage this
in an innovative model is our secret weapon for long term economic
success, prosperity and happiness.
By promoting expertise in innovation, we leverage Ireland's
creativity to scale Ireland's success and we uncover Ireland's
identity the way we want to be represented internationally. The
time is now for our Irish leaders to embrace this audacious
movement and be recognised as true 'Leaders of Tomorrow'.
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The knowledge-based corporate tax economy was not created on tax
incentives alone. It was part of a larger cultural story; it was the promise of
jobs. Jobs that were stable, permanent, pensionable and professional. Jobs
that also required college educated skilled labour.
According to the 2018 World Economic Forum Global Competitiveness
Report, in terms of innovation ecosystems, Ireland is ranked 21st in
innovation capability. According to the report, Ireland does well with
international co-inventions, trademarks and multi-stakeholder collaboration,
but what really lets us down is the 'quality of our research institutions'
(16)
along with R&D expenditure.
To realistically step up the value chain will require Ireland to embrace a
new cultural story. One that is full of promise, that realises the limitations of
working for a corporate company and what can be achieved if you take the
risk. We must sell a story to support those who are creative, visionary,
willing to take risks and chase dreams. Students go to college now filled
with hope and wonder with what can be achieved with the future. We need
the parents of Ireland to encourage their childrens’ innate creativity and
chase fulfillment and satisfaction no matter how difficult it seems.
Let's provide the tools and culture for people to be creative and innovative,
where a person can chase a pursuit and see where it leads. For us to pursue
this cultural change in Ireland, there are several barriers for us to overcome.

Financial
To help us understand what the barriers are in promoting a functioning
innovation ecosystem, we performed a public consultation with a group well
known as innovators - the startup community (Appendix 1).
When asked “If you were to make just one change to Ireland's Startup
Ecosystem in what area would it be?” 3 of the 4 top responses relate to
providing more financial and taxation supports.
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When asked "What areas of the startup ecosystem do we need to do better? Tick
all that apply:” the majority at 69% responded ‘taxation supports for the
entrepreneur’. 57% felt ‘availability of funding and investment’ needs to be
done better, and 39% felt ‘taxation supports for the investor’.
To elicit any sort of meaningful change in our culture we are going to have
(17)
to incentivise the risk takers. Encouraging people to chase fulfillment
through innovation is to encourage the same people to take risks.
Acknowledging and helping to mitigate these risks through tax incentivesis
the single biggest support our nation can provide to these people.

Housing
In a close second place to financial supports, when asked "What areas of the
startup ecosystem do we need to do better? Tick all that apply:", 68%
responded “Cost of Living / Housing” which has become a barrier for the
members of startups almost on par with the need for more financial support.
(5)
In 2019, housing is clearly in a crisis situation (in Dublin in particular) and
it inhibits peoples’ ability to take risks and innovate. Locking people into
property debt is a dangerous situation that reduces one's ability to engage in
creative pursuits as they struggle for financial security, and some innovative
thinking needs to be applied to resolve this housing crisis.
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A Culture of Risk-Taking
When specifically asked "What cultural focus do you think we most need in Ireland to
facilitate the Startup Ecosystem?", the top responses in order were: 1) a culture of
embracing risk, 2) a nation of innovation and 3) global scale ambition.
If we continue to promote a risk-averse culture in Ireland we risk stigmatising the
entrepreneurs in Ireland, who are already leaving Ireland’s shores to pursue
innovative pursuits abroad. The first step in this cultural change is to encourage
people to follow their creative, ambitious pursuits above getting a stable, secure job."
It is worth noting what is done well in Ireland. When asked “What areas of the startup
ecosystem are currently done well in Ireland? Tick all that apply:” the
following were the most popular responses: startup supports (networking),
startup supports (office / co-working spaces) and startup supports (incubators
/ accelerators). The hard work performed by our innovation organisations, both
public and private, must be recognised and we must be cognisant to learn from these
to keep doing well in these areas.
To truly develop an economy based on innovation, mimicking models for supports and
incentives in other countries is just not enough. To show leadership and to set an
example for the future, we need thinking that is innovative and visionary. By
committing to an innovation model for Ireland’s future, we show other nations how
creativity can be leveraged to build an economy that sets the pace of change globally.
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RECOMMENDATION 1
As a starting point, there is a need to recognise that startups, or innovation-driven
enterprises, are a different category of business and should be treated differently
from SMEs. We recommend that there is a high-level public statement from the
Minister of Enterprise & Small Business acknowledging the need to treat startups
differently.
This is the first step for the public representative to be bold and visionary, and to be
recognised as a “Leader of Tomorrow”. The statement should inspire the cultural
change that is needed to build an Innovation Economy.
RECOMMENDATION 2
To catalyse cultural change, we recommend immediate changes in Budget 2020 as an
initial signal of commitment to the larger vision of an Innovation Economy.
On Capital Gains Tax (CGT) incentives, there is an opportunity to catalyse cultural
change by reducing CGT to 12.5% for the sale of any shares in an 'Innovation-driven
enterprise', whether they be by a founder/owner, employee or investor with the
following conditions:
The enterprise must be incorporated and resident in Ireland
The shares were purchased privately (not on a public stock market)
The shares were retained for a minimum of 3 years
Owning private shares in an innovation driven enterprise is investing in innovation in
Ireland. This investment bears a lot of risk for everybody involved - for the founders
that dedicate years to pursue an ambitious, innovative idea, for employees that
believe in the innovation and take a pay cut in lieu of stock options, and for the
investors who invest time and experience as well as investing financially. We need to
acknowledge this risk culturally through the reduction of the CGT.
On other innovation incentives we align with the recommendations by IBEC and Scale
Ireland:

STARTUP MANIFESTO

recommendations

SEPTEMBER 2019

13

On the Employment Incentive and Investment Scheme (EIIS) we align with IBEC and
their recommendation to increase the EIIS limit to €2 million, along with the
conditions of their recommendation forthwith;
On the Keep Employee Engagement Programme (KEEP) we align with Scale Ireland
on removing the €3 million overall limit and the conditions of their
recommendation;
On R&D tax credits we align with Scale Ireland the details of their recommendation.
RECOMMENDATION 3
Following this, we recommend that a high-level 'expert group' for innovation be
established by the Department of the Taoiseach. This expert group will evaluate the
conditions for the future of startups in Ireland and oversee the creation of a startupaware economy. This expert group shall:
Incorporate relevant agencies and stakeholder groups
Assess the effectiveness of changes in Budget 2020 in eliciting cultural change
Hold an initial ‘Design Thinking’ workshop to leverage an innovative process to help
formulate a longer term plan for change
Publish a multi-year plan to achieve an Innovation Economy, similar
to the
(18)
"Innovation Ireland" report by the Innovation Taskforce in 2010
Observe and report the progress and effectiveness of the plan against an
independent index.
An initial steering group may be created to set the terms of reference and decide the
scope of the expert group.
RECOMMENDATION 4
Finally, There is a Minister for Agriculture, Fisheries, and to effectively base an
economy on innovation we recommend a single champion within government, who can
understand and oversee the expert group, perhaps in the form of a Junior Minister for
Startups.
We recognise also the need for one consistent clear credible voice from the startup
community to government, in the form of a national association or similar.
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Startup Ireland was established to represent & advocate on behalf of Irish entrepreneurs and
founders of innovation-driven enterprises as well as to observe and report on progress and
achievements.
As Ireland’s perception of innovation and the startup ecosystem changes, Startup Ireland commits
to regularly measuring progress through a “Startup Ireland Index”.
The Startup Ireland Index will act as a measure of how the Irish innovation ecosystem is
improving over time and as a source of insight into the multidimensional facets of innovationdriven growth in Ireland.
The goal is to become a valuable benchmarking tool that can facilitate public-private dialogue
and where policy-makers, business leaders, and other stakeholders can evaluate innovation
progress on an annual basis.
In measuring advancements year on year, the index incorporates metrics such as (but not limited
to) the:
Total Innovative Domestic Investment (IDI) into innovation-driven enterprises in Ireland,
including Angel and VC investment
Number of innovation-driven enterprises in registered and resident in Ireland
State expenditure on Innovative Domestic Investment (IDI) relative to Foreign Direct
Investment (FDI)
Annual budgets for Enterprise Ireland versus IDA Ireland
Numbers employed in Innovative Domestic Investment (IDI) relative to Foreign Direct
Investment (FDI)
Policy change and public ministerial announcements
Bi-annual Startup survey
Startup Ireland proposes that the expert group for innovation recommended in this pre-budget
submission’s findings regularly assess the progress and effectiveness of an Innovation Economy
against the Startup Ireland Index.
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RESULTS OF CONSULTATION WITH THE STARTUP COMMUNITY
A public consultation of just 6 questions was run on the ‘Zappaz’ platform for a period
between 26 March 2019 and 29 July 2019, targeting the startup community. In total,
there were 237 respondents, and the results were as follows:
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