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To think here at home all the talk as we entered this year was about “Brexit”, but how 
things have changed, with that issue now the last thing on our minds, though it is still 
there, hovering in the background. Following the recent General Election, Fine Gael 
and Fianna Fail are currently attempting to form a new government. Their proposed 
Programme for Government appears set on borrowing and not raising personal 
taxes to pay for the Covid-19 emergency measures and politicians as such are 
banking their hopes on the current low Eurozone interest-rate environment being 
sustained for some time to come. The acting Government under Taoiseach Leo 
Varadkar has responded quickly to the crisis with large funding initiatives. The 
disappointing thing for all is that despite obvious weakness in the Euroland economy 
before the virus erupted, Ireland got off to a healthy start in 2020 with strong tax 
receipts in the January-February period. This suggests it was well on course to 
remain at the top of the EU GDP growth league table again this year, where it has 
been consistently since 2014. But things have now gone pear-shaped and in quite a 
horrible fashion. 

With the closing down of all but essential businesses, there are now over one million 
workers availing of some sort of income subsidy (including those on jobless benefit) 
from the State. According to the most recent Labour Force Survey, there were 2.472 
million in the workforce in the fourth quarter of 2019. Assuming no change in the 
workforce, that means that between four and five workers out of every ten are now in 
receipt of that subsidy. Truly astonishing and worrying in terms of getting all these 
people back to work. The reality is it’s not going to happen despite the best efforts of 
whoever holds the reins of power in the coming months. Inevitably there will be some 
casualties. It is about keeping those numbers down. We need level heads and 
common sense to get out of this mess. 

Already we’ve had suggestions from some economic commentators about the idea 
of “helicopter money” or giving every household a voucher to be spent in the shops 
on Irish goods. Well, maybe it might be a good idea before making any policy 
decisions to ask consumers themselves, as to what might encourage them to spend 
rather than save. It is hard to see all households going on a spending binge when 
the current restrictions are relaxed as some are definitely going to remain health 
conscious and want to avoid mass gatherings for a while to come. Therefore, it is 
imperative that the Government maximises what potential consumer spending there 
is. One of the interesting developments in the aftermath of the financial crisis was the 
sharp increase in Irish household deposits at financial institutions to record levels, 
despite interest rates being effectively zero, and therefore offering no return. Further 
saving is not what we need now. 

Apart from consumers, it is very important that the Irish export sector is looked after. 
Ireland is one of the most open economies in the world and a healthy export sector is 
key if the country is going to recover from this crisis. The export sector led the 
recovery post the financial crisis, but it won’t be as easy on this occasion given the 
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depth of the recession and the poor state of the global economy. An export credit 
agency would certainly help. Germany, another heavily driven export economy has 
already taken that step. And as for local indigenous businesses they too should be 
consulted. They don’t want cheap loans (i.e. yet more debt). Rather, some type of 
grants, a temporary suspension of VAT payments and tackling high rates and rents 
would seem to me to be a good starting point for discussion. 

But at the end of the day, there is no easy solution to all of this and the cost of the 
crisis to the Exchequer will be enormous. It is tentatively estimated by analysts to be 
between €20bn and €30bn, though that assumes the pandemic doesn’t last longer 
than this year and the economy rebounds in 2021. The Department of Finance is 
now predicting a budget deficit of €23bn in 2020, with GDP set to contract by 10.5% 
in real terms. 

There will definitely be an emphasis on increased spending, whether it be on health, 
social welfare or whatever, but it would be naïve to believe that Ireland can just 
borrow its way out of the crisis. That is simply not a runner as long as you are a 
member of the Eurozone and have no independent control over fiscal/monetary 
policy. There will have to be higher taxes of some form to offset increased spending 
and keep the budget deficit within the Euro rules. Carbon taxes will definitely go up, 
especially now as oil prices are collapsing and while income tax may be left 
unchanged, don’t be surprised to see increased property taxes. Higher property 
taxes rather than increased income taxes are widely seen by economists as a more 
effective way of protecting jobs. However, property prices themselves may fall as a 
result of the pandemic, which would at least be music to the ears of those trying to 
get on the housing ladder. But more supply is really the only answer and it remains 
to be seen whether the new Government can seriously address the housing issue or 
will have its hands tied because of the huge cost of Covid-19. 

When all is said and done, though, the country is resilient and has always punched 
above its weight and consistently bounced back from any setbacks, no matter how 
bad. And while a lot of people have lost their jobs due to Covid-19, key value-added 
sectors to the economy like pharmaceuticals and information technology haven’t 
been that badly hit. Therefore, the economy should once again rebound from the 
current pandemic all things considered, but the speed of recovery on this occasion 
may be somewhat slower than after the financial crisis. 
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