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 1. Demand for Skills in Construction to 2020, CIF/DKM Economic Consultants

Introduction

We represent over 350 employers 
in the industry, and our members 
operate in one of Ireland’s key 
economic sectors. Construction is a 
major barometer of and contributor 
to the nation’s economic success. 

Hardware Association Ireland (HAI) is the national 
representative body for hardware/DIY retailers and builders 
merchants, as well as manufacturers/distributors to the 
trade. We uniquely represent all levels of the supply chain 
and include within our membership ranks national and 
international companies, multi-branch chains and smaller 
independent hardware businesses. 

HAI speaks with one consolidated voice and fulfils a unique 
and vital role in connecting merchants with their suppliers in 
a non-commercial environment. HAI members play a key role 
in the construction supply chain, providing an efficient and 
effective route to market for building material products and a 
vital source of credit to customers.

We represent over 350 employers in the industry, and our 
members operate in one of Ireland’s key economic sectors. 
Construction is a major barometer of and contributor to 
the nation’s economic success. Residential housing remains 
heavily under supplied and new house build activity 
subdued. We welcomed the Rebuilding Ireland plan and 
its ambitious targets, however we feel the sector needs 
additional stimulation to encourage new builds and reduce 
the number of vacant dwellings.

We support the recommendations in the Construction 
Industry Federation’s recent report ‘Demand for Skills in 
Construction to 2020’. Despite the positive outlook for 
construction over the medium to long term, a skills shortage 
could threaten to derail this. In particular, HAI advocates the 
establishment of a Construction Skills Forum, to monitor 
progress and address barriers in the education and training 
system which are impeding the delivery of the required 
skilled employees.1

Most relevant indicators continue to suggest that the market 
remains most challenging for firms in rural Ireland and any 
uptake in business activity is focused primarily in the Dublin/
Leinster and urban regions. The most vulnerable businesses 
continue to be those found in rural main streets and 
merchants operating from single branch locations with less 
than 10 employees. 

HAI supports the CEDRA report and we encourage a 
restoration of the dedicated Rural Affairs Minister. We 
acknowledge that reducing the ever-increasing divide 
between the urban and rural economy is challenging 
but encourage Government to fast track key business 
infrastructure components before that gap widens beyond 
recovery.

Brexit also presents challenges across our industry and 
in particular, to the timber trade. The Irish timber sector 
contributes €2.6bn and sustains 12,000 full time rural jobs. 
Over half of Irish sawmills output is exported, and 95% 
of those exports go to the UK, compared to 41% for food 
and drink. 90% of panel products produced in Ireland are 
exported, with two thirds going to the UK. The UK is the 
biggest importer of wood in Europe and our only logical 
market for exports. We call on Government to ensure its 
Brexit strategy takes account of the specific needs and 
opportunities of the timber industry.

HAI specifically calls on the Government to consider the 
following actions:
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Combat Illicit Solid Fuel Trading

HAI calls on Government to tighten activity in the shadow 
economy. The current tax treatment (the addition of carbon 
tax and the 23% rate of VAT) of solid fuel in the Republic 
of Ireland continues to present a strong incentive for illicit 
trading from Northern Ireland - seriously undermining the 
legitimate trading of many hardware businesses in the 
Republic of Ireland. The recent introduction of the Sale of 
Illicit Goods Bill 2017 (which would make it an offence to 
purchase or attempt to purchase illicit solid fuel, and from 
an unlicensed retailer) is welcomed but it has not reached 
second stage yet. 

There are two scenarios that need to be effectively targeted 
to protect the environment, Government tax revenues, and 
the livelihood of tax compliant family businesses in the 
hardware industry throughout Ireland:

(i) The flow of untaxed product from outside the State to end 
users without the application of Carbon Tax or VAT.

(ii) The sale of product (Tax Free) for export from the State, 
which is subsequently not exported.

HAI Recommendations
•	 Implement	the	registration	of	all	solid	fuel	traders
 provided for in the Environment (Miscellaneous)   
 Provisions Act 2015. This legislation requires a valid   
 Tax Clearance Certificate to register. Implementation and  
 enforcement of this legislation would be a major step in  
 eliminating illegal solid fuel sales.

•	 Raise	public	awareness	of	the	need	to	ensure	fuels	are	tax
 compliant – end users are unaware of their
 responsibilties and the devastating impact of illicit trade.  
 This should be implemented through a communications  
 programme, aimed at educating end users of their   
 responsibilities, and the impact of tax evasion.

•	 Strengthen	enforcement	of	the	tax	legislation	using	the
 Revenue Commissioner audits, to raise awareness and 
 dis-incentivise illicit traders. Revenue audits are a   
 powerful weapon in the fight against illicit trading,
 and their impact on the wider illicit market should   
 not be underestimated. HAI asks that the resources   
 dedicated to Revenue audits areincreased to provide for  
 greater compliance.
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The current tax treatment (the 
addition of carbon tax and the 
23% rate of VAT) of solid fuel in the 
Republic of Ireland continues to 
present a strong incentive for illicit 
trading from Northern Ireland
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Reduce the cost of doing business 
alongside actions to stimulate business

Reducing business costs and regulatory barriers is necessary 
to ensure Irish SMEs remain competitive. Many of our 
members have come through the most difficult period in 
their history and remain highly sensitive to business costs. 
For example, the cost of 1,000 litres of diesel in Ireland 
(€1,199) was 9.2% above the euro area average (€1,097) in 
January 2016. Ireland was the 4th most expensive country 
with taxes on diesel accounting for the majority of this 
differential, representing 65.8% of total diesel costs in Ireland, 
the 3rd highest proportion in the euro area.2 Transport as 
a category has recorded a rise of 7.2% according to CSO 
inflation figures for April 2017. This combined with increases 
in commercial vehicle motor insurance, making it one of 
the top three costs of the SME, places a heavy burden on 
business at a time when foreign entrants into the hardware/
DIY sector threaten the viability of indigenous businesses. 
HAI welcomes the report from the Cost of Insurance 
Working Group and urges Government to implement its 
recommendations without delay.

HAI Recommendations
•	 Implement	the	recommendations	from	the	Government’s		
	 Cost	of	Insurance	Working	Group	without	delay.

 While USC is a blunt and unpopular mechanism for   
 tax collection, it is efficient and broadly fair. The   
 priority in Budget 2018 should be to lift the threshold   
 at which the 5% USC rate kicks in. Currently this is set at   
 the extremely low level of €18,772.01. Lifting this threshold  
 should be prioritised ahead of reducing USC rates.

•	 Raise	the	threshold	of	the	5%	USC	rate	of	€18,772.01	to		
	 €25,000.

 A reduction in employer PRSI rates from the current 8.5%  
 and 10.75% would remove an impediment to investment  
 and employment creation, it also acts as a cashflow drag on  
 business running costs.

•	 Reduce	PRSI	rates	to	combat	effect	of	recent	National			
 Minimum Wages increases and stimulate job creation.

 The taxation treatment of directors can be somewhat   
 anomalous; on one hand, Revenue denies a PAYE credit   
 to directors whose shareholding exceeds 15% while on the  
 other hand, the Department of Social Protection could regard  
 a similar shareholding as insurable under Class A, similar to a
 normal employee status.  In addition, the protection of
 limited liability a company offers is not fully extended to
 proprietary directors as they may be personally liable for
 any element of unpaid PAYE by the company attributable to
 their own remuneration.  HAI calls for Government to clarify
 the tax rules and furthermore, to address the discriminatory
 tax treatment of self-employed and proprietary directors
 by eliminating the 3% USC charge on incomes over €100,000.
 We believe there should be equity regardless of the source of
 income.

•	 Clarify	the	tax	rules	relating	to	directors	whose		 	
 shareholding exceeds 15%.
•	 Address	the	discriminatory	tax	treatment	of	self-employed		
	 and	proprietary	directors	by	eliminating	the	3%	USC		 	
	 charge		on	incomes	over	€100,000.

 Rezoning of agricultural land around major urban areas to
 cheap industrial.  Market driven economies require a surplus  
 supply of cheap industrial land for new offices, start-ups,  
 manufacturing plants etc. At present, for example, one acre  
 serviced zoned industrial in Greenogue Industrial Estate (Co.  
 Dublin) is retailing for €350,000. This is a massive start out  
 cost and barrier to entry. This land should be more like   
 €20,000 to €30,000 an acre to be remotely attainable to new
 business and to encourage entrepreneurialism and   
 innovation. Land cost should not be an entry bar to new  
 business, but with lack of supply inflating this cost, innovation
 is stifled and new business is discouraged.

•	 Rezoning	of	agricultural	land	around	major	urban	areas	to		
 cheap industrial.
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 1. Cost of Doing Business in Ireland 2016, report by The National Competitiveness Council
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Stimulate Housebuilding 
and Renovation of Property

a) HAI supports reducing the VAT rates charged on 
construction for a temporary period, ideally two years, from 
13.5% to 9%. A precedent has already been set when VAT 
was reduced for the hospitality sector from 13.5% to 9% as 
a temporary measure to boost tourism in 2011. Arguably 
it has done its job with the growth in visitor numbers and 
employment in the tourism area on the increase. We urgently 
need such a stimulus to encourage developers in the housing 
market.

HAI Recommendations
•	 Introduce	a	temporary	VAT	rate	of	9%	for	the	provision,		
 construction, renovation and alteration of housing for a  
 two-year period.

b) Similar to the Home Renovation Incentive scheme, create 
a Commercial or Derelict Property Renovation Incentive 
scheme which offers similar stimulants to encourage 
property owners to use these premises cost effectively. 
This would act as a fast track method of increasing supply 
and with almost 200,000 vacant dwellings according to 
Census 2016 help relieve the housing situation. This would 
complement Pillar 5 of the Rebuilding Ireland plan to 
reclassify and incentivise the use of underutilised vacant 
premises for both residential and commercial use.

•	 Introduce	a	Commercial	or	Derelict	Property	Renovation		
 scheme (similar to Home Renovation Incentive scheme)  
 for property owners. 
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Rural incentives

As referenced in our introduction, we are very concerned 
about the lack of economic recovery in our sector in rural 
Ireland and suggest the following incentives to help 
stimulate activity:
  
a) Corporation tax allowance on profits less than €50,000
HAI suggests an additional corporation tax allowance/
deduction for building materials stocks up to a qualifying 
limit of €50,000 in rural areas. There is no tax relief for stock 
which merchants have invested in; this is particularly onerous 
on businesses in struggling rural areas.

HAI Recommendation
Provide relief for rural merchants by providing a 
corporation tax allowance.

b) Access to high-speed Broadband
HAI encourages the Government to improve the business 
environment for rural Ireland. In 2017, a business without an 
internet connection is like a business without a phone or a 
postal address. Billions of euros worth of trade is conducted 
via the internet each day, and to be without reliable, fast 
access to this international business network is to be denied 
opportunities for growth.

HAI Recommendation
Prioritise the rollout of rural broadband.
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Introduce voucher scheme 
for winter fuel allowance

Special Consideration for 
Timber Industry in Brexit 
negotiations

HAI urges the introduction of a fuel voucher system under 
which those currently receiving a winter fuel allowance 
would be entitled to use a dedicated fuel voucher/smart 
card to purchase only fuel products from registered and 
tax compliant retailers and merchant fuel outlets, including 
many HAI members.  

Currently the allowance is paid by way of a cash top up on 
the recipients’ current payment, which can be spent on 
anything, not exclusively solid fuel, and from any source of 
supply without any traceability or recovery for the State. 
HAI believes that this is an unintended and unnecessary 
loophole.

The Department of Social Protection has indicated that 
a total of 410,000 people currently claim €20 in fuel 
allowance per week (€520 in total during the allowable 
period), including those in receipt of social welfare and HSE 
payments. The allowance costs the State €213 million per 
year. A fuel voucher system would allow the Government 
to recoup some of this €213 million expenditure through 
legitimate outlets’ tax returns, ensure that the money is spent 
with legitimate suppliers and not those operating in the 
shadow economy, and ensure that the payment is fully used, 
as intended, to help in reducing fuel poverty.

HAI Recommendation
The introduction of a fuel voucher scheme so that:
•	 The	winter	fuel	allowance	is	used	as	intended.
•	 Registered	and	tax	compliant	fuel	merchants	are		 	
 supported.
•	 Government	can	recoup	some	of	its	€200+	million		 	
 welfare spend.

Acknowledging that the impact of the United Kingdom’s exit 
from the European single market and customs union will be 
widespread and varied. HAI endorses special consideration 
for the timber industry in the Irish Government’s Brexit 
discussions and outlines the following threats to the industry:

Immediate Threats:
•	 Weakness	of	Sterling	–	Every	1	pence	movement	in	Stg		
 costs the industry €3m.

•	 Banks	may	not	be	willing	to	support	investment	in	the		
 industry due to volatility in our key export market.

•	 Reduction	in	demand	could	lead	to	job	losses	in	rural			
 areas.

Long term threats:
•	 Tariffs	–	we	expect	sawn	timber	to	carry	no	tariff	and		 	
 panel products to carry 7%.

•	 Post	Brexit	–	reduction	in	the	‘ease	of	movement’	adding		
 cost and time.

•	 One	study	estimates	a	5%	increase	in	costs,	this	is	likely	to		
 be considerably higher for timber due to the relatively  
 high volume/value ratio.

•	 Logistics	–	non-tariff	barriers	(customs,	labelling,		 	
 standards, administration).

•	 Increased	administration.

•	 Customs	controls	and	inspections.

•	 Technical	barriers	e.g.	standards	and	labelling.	
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Conclusion

Contact

HAI members, both hardware and builders merchants 
and suppliers, continue to face challenges and difficulties. 
Although HAI members have received encouragement 
through the positive impact to-date of the Home Renovation 
Incentive scheme, we are calling on Government to reduce 
activity in the shadow economy, reduce the cost of doing 
business and enforce more effective measures to stimulate 
the construction sector, and increase housing supply. We also 
recognise that the impact of Brexit will have sector-specific 
consequences and a greater impact on the timber trade 
than most so we draw particular attention to that arm of our 
industry and its particular set of threats.

Blackchurch Business Park, Naas Road, Rathcoole, Co. Dublin, D24 C796

T: 01 298 0969  F: 01 298 6103  E: info@hardwareassociation.ie

@hardwareassoc


