
I
t’s budget season again, the
time of the year when spec-
ulation builds about what
the Minister for Finance
will include in his budget
package.

In many recent budgets, the news
has been generally good, with
spending increasing and taxes fall-
ing. However, this year will be dif-
fe rent. The re c e s s ion ^ and
particularly the collapse in the
propertymarket ^ has put abig hole
in tax revenues.We are now spend-
ing a lot more thanwe are taking in
through tax and other revenues.
Here are some terms and their

meanings towatch out for.

Capital spending: this is the
money the government spends each
year on investment projects, such as
building roads, train track, Luas
lines, schools and hospitals. These
projects are undertaken because
they give an economic or social re-
turn. In particular, infrastructure
investment in areas such as major
national roads is seen as vital for
our future economic development.
Capital spending is one area tar-
geted for cutbacks this year.The de-
tails of what is to be spent are
outlined each year in a part of the
budget called the public capital pro-
gramme.The exchequer will spend
about e7.3 billion on capital invest-
ment this year.

Current spending: this is
the money spent to keep public ser-
vices running. It includes pay for ci-
vil and public servants and the
running costs of every arm of gov-

ernment, including government de-
partments, schools, hospitals and so
on. More than e60 billion will be
spent in this area this year, though
some of it is recouped in charges to
the public, so the net cost is lower.

Taxation: taxes are the main
source of revenue for the govern-
ment. About e34 billion is targeted
to be collected in taxes this year,
though current estimates are that
the final total may be slightly lower.
Taxes related to the property mar-
ket, such as stamp duty and Vat
(charged on new houses), have col-
lapsed. More recently, the recession
across the economy has hit taxes in
general. Most other countries are
also suffering from similar pro-
blems, though ours are more acute
than most.

Current deficit: the current
budget deficit is the difference be-
tween revenues and day-to-day
spending.The budget last April tar-
geted a current deficit of around e11
billion this year, though the outturn
may be a bit higher. Borrowing for
current spending is seen as less sus-
tainable than borrowing for invest-
ment, because borrowing for
investment yields a return.

Borrowing: in addition to bor-
rowing to fund current spending,
the government is also borrowing
to fund its investment.The two add
up to total borrowing.The term can
be used loosely, but normally refers
towhat is called the general govern-
ment deficit (GGD).This is awayof
measuring borrowing set down by

the EUCommission and its statisti-
cal arm to make sure figures are
comparable across the EU.
If you are interested in how this

differs from the more traditionally
used borrowing measure ^ the ex-
chequer borrowing requirement ^
you can look at the annual budget-
ary tables in the budget section of
the Department of Finance website
at www.finance.gov.ie.

The main difference is that
money paid into the National Pen-
sion Reserve Fund is counted as
part of exchequer borrowing, but is
not counted for the GGD.

National debt: as we borrow
each year, we add to our national
debt.The debt at the moment is e70
billion, but its level is updated regu-
larly on the website of the National

Treasury Management Agency, the
body which manages the national
debt on behalf of the government.
Its website is at www.ntma.ie. At

the moment, our debt is rising shar-
ply, both in cash terms and as a per-
centage of GDP.

Key questions
Thegovernment has somekeyques-

tions to ask itself as it decides what
to do on Budget Day:
& Is it going to carry through on its
commitment to reduce the deficitby
e4 billion next year, by increasing
taxes and cutting spending? It has
promised the EU that it will do so
in a five-year plan submitted as part
of the last budget.
& What would be the reaction of
international investors, onwhom

we rely to lend us money, if we did
not achieve this target?
Would they charge us more for

our borrowings? Or would they rea-
lise that, like many other countries,
Ireland will take time to tackle the
problems that have emerged over
the past two years?
& Is the best way to cut borrowing
to reduce spending or to increase
taxes? Or is it a mixture of both? At
the moment, ministers are indicat-
ing that they believe that most of
the money should be found through
spending cuts.
&What will be the impact on the
economy of cutting spending or in-
creasing taxes.Whatwill itmean for
economic growth next year? Will it
lead to a further fall-off in consu-
mer spending and thus hit the econ-
omy and lead tomore job losses?
& Is there a long-term cost from
cutting capital investment spend-
ing?
& If current spending is going tobe
cut, should this be by a reduction in
pay or in welfare payments, or by a
reduction or abolition of certain
programmes or agencies?

Brian Lenihan, Minister for Finance: will unveil Budget 2010 in December TONY O’SHEA

Budget buzzwordsmade simple
BUSINESS2000

2009 All-Island Seedcorn Business Competition

T
he list of regional final-
ists for the 2009 Inter-
Trad eI r e l and A l l -
Island Seedcorn Busi-
ness Competition was
announced last Tues-

day.Twenty-four companies ^ three
from each category in each region ^
were selected for the regional finals,
where they will compete for a share
of the competition’s e360,000 prize
fund.
The regional finalswill take place

inGalway,Limerick andNewry be-
tween November 3 and 11. Each re-
gional winner will receive e25,000.
These regional winners will attend
an investment pitch masterclass to
help prepare for the All-Island final
on November 26 in Dublin.
Tom Shinkwin of Enterprise

EquityVenture Capital and a judge
for this year’s competition said that
the judges at each regional final ^
who include prominent figures from
the venture capital, enterprise and
academic sectors ^ would use typi-
cal investment criteria in determin-
ing wh ich compan ies wou ld
progress to the national final.
‘‘We will be looking for the key

components to see that the compa-
nies are investor-ready, that they are
worthy of the overall prize,’’ Shink-
win said. ‘‘At the regional finals, the
judges are looking for companies
with high growth potential, an opti-
mum risk/reward profile, a strong
management team and the ability
to exit.’’

Criteria

The Seedcorn judges would pay
particular attention to the market
need a company hoped to address,
Shinkwin said. ‘‘We would look for
a substantial market opportunity
for the company,’’ he said.

‘‘Is there a need for the business
and its product? Other things
around the product would be the
technology ^ whether it is proprie-
tary or not, easily copyable, defend-
able and IP [intellectual property]
associated with it.We would also be
looking for the adoption curve, to
see if people would actually use the
product and that this canbe demon-
strated.’’
A balanced and experienced

management team was also useful
for attracting venture capitalists
(VCs), Shinkwin said. ‘‘The judges
will be looking at the quality of the
team, its completeness and its
chemistry as well,’’ he said.
Shinkwin said that companies

hoping to make the All-Island final
would need to demonstrate a realis-
tic revenue stream and road to prof-
itability. ‘‘We want applicants to the
competition to be able to describe
how they would monetise their pro-
position,’’ he said. ‘‘How do they
make money? What is the pricing
and revenue model? What is the
cost to build the product or the ser-
vice? We would be exploring to see
if the promoters fully understand
their business model.’’
The amount of investment re-

quired to launch the company
would also be a consideration,
Shinkwin said. ‘‘Wewouldput a fair
amountof emphasis onunderstand-
ing the financial projections, how
much money will be required and
the company’s ability to raise this
money,’’ he said.

Red flags

Shinkwin advised companies look-
ing to impress the Seedcorn judges
^ or any potential investor ^ towork
carefully on crafting a clear mes-
sage which was easily communic-

able. ‘‘Clarity and being very clear
andprecisewhenyou are presenting
to judges is vital,’’ he said. ‘‘Avoid-
ingwaffle iskey,as that sends judges
to sleep. The way you deliver your
message is always important.’’
Shinkwin said that investors gen-

erally looked more favourably on
business plans with a detailed busi-
ness analysis, rather than those con-
t a i n i ng re ams o f t e chn i c a l
information.
‘‘Sometimes people who have set

up a technology business focus too
much on the technology, rather than
the customer proposition,’’ he said.
‘‘The promoter can be very good at
describing the technology in detail,
but may lack an understanding or
an awareness of who their custo-
mers are, and why they might buy
the product. Investors like to hear
clear explanations of how a product
or service proposition adds value
for the end-customer.’’
Emerging entrepreneurs looking

to impress investors should be rea-
listic with their revenue projections,
Shinkwin said. ‘‘Very often, promo-
ters canoverestimate their sales,’’ he
said. ‘‘You will be dealing with sea-
soned judges who will see through
unrealistic figures.’’
However, start-ups with solid

business ideas should ensure they
look beyond the depressed market,
said Shinkwin. ‘‘The promoter
should be realistic and expect a
rough ride in the short term,’’ he
said. ‘‘But if the product or service
is robust, the business planning
should reflect the probable upswing
over the next two or three years.’’

Final

The companies selected for the re-
gional finals were short-listed from
225 business plans entered before
the competition’s deadline on Sep-
tember 25.This figure represented

a 30 per cent increase on last year’s
total, and the largest number since
the Seedcorn competition began in
2003.
The eight regional winners will

go on to compete on an all-island
basis at the final judging event on
November 26, with four finalists
competing for the overall prize in
the High Growth Company cate-
gory, and four going head to head
for the overall prize in theEmerging
Company category.Theoverallwin-
ners in both categories will be an-
nounced at the f inal awards
ceremony in Dublin’s Shelbourne
Hotel in the evening. The overall
winner in each category receives a
e100,000 cash prize.
A special award for best venture

stemming for a university spin-out
or platform programme, with a
pr ize of e10,000, wil l also be
awarded by InterTradeIreland after
all regional finals have taken place,
with the decision supported by re-

commendations made by the jud-
ging panels.

Shinkwin said that companies
which gained recognition through
programmes such as InterTradeIre-
land’s Seedcorn Business competi-
tion were well placed to go on to
secure funding and establish suc-
cessful businesses.

‘‘The All-Island Seedcorn Busi-
ness competition has built up kudos
and a reputation,’’ he said. ‘‘The
prizes themselves are generous,
and recognition at the event cer-
tainly raises the profile of a new
company.Winners definitely go on
our radar screen at Enterprise
Equity.’’

Even those companies who did
not emerge with cash prizes bene-
fited significantly from their parti-
cipation in the awards, Shinkwin
said.

‘‘The competition acts as an in-
centive and provides a timetable to
produce a business plan,’’ he said.

‘‘Regional finalists also get ac-
cess to extremely valuable experi-
ence and feedback fromthe judges.’’

2010

Shinkwin said that significant ven-
ture capital funding was available
for emerging businesses in Ireland,
despite the downturn. ‘‘There are a
number of venture capital compa-
nies in Ireland at the moment which
have funds,’’ he said.
‘‘Enterprise Equity is investing

actively through the AIB Seed Ca-
pital Fund, which was established
in mid-2007 with e30 million, and
this fund has made 18 investments
to date.We would be quite optimis-
tic thatwewill continue to invest ac-
tively next year.’’

For more details on the competi-
tion and finalists, visit www.
seedcorncompetition.com

24 firms left in race for the top

As the most difficult budget for
many years approaches, The
Sunday Business Post provides
a guide for students to the budget
jargon that we will all be hearing
over the next few weeks

The next stage of the InterTradeIreland

All-Island Seedcorn Business Competition

will whittle down the remaining firms, as the

hunt for the nation’s top enterprises gains

momentum, writes Dermot Corrigan

2009 InterTradeIreland Seedcorn

Business Competition – regional finalists*

Tom Shinkwin, Enterprise Equity Venture Capital: looking for companies with high growth
potential and a clear message MAURA HICKEY

Connacht & Leinster high
growth

& Advanced Balloon (ABT Medical),
Kerlogue, Wexford
& i-tab, Maynooth, Co Kildare
& Kinometrics, Wicklow town

Connacht & Leinster
emerging

& GroupNos Technologies, IT Sligo
& Learnosity, Drogheda, Co Louth
& Solaris Botanicals, Ballybane,
Galway

Dublin high growth

& Cathx Ocean, IT Tallaght, D24
& Protectas Health, Blanchards-
town, D15
& Locle, Monkstown, Co Dublin

Dublin emerging
& Lucey Technology, NCI, D1
& Calom Technologies, NCI, D1
& Outcam Limited, Killarney St, D1

Munster high growth
& In Hand Guides, Crosshaven, Co
Cork

& Radisens Diagnostics, CIT, Cork
& Ferfics, Rochestown, Cork

Munster emerging
& coClarity, LIT, Limerick
& MobaNode, LIT, Limerick
& Cauwill Technologies, LIT,
Limerick

Northern Ireland high
growth

& SOPHIA Search, QUB, Belfast
& Trenao, Banbridge, Co Down
& Check-Me Centre, Crumlin, Co
Antrim

Northern Ireland –
emerging
& Redraven, Belfast
& Cocoon (Europe), Lisburn,
Co Antrim
& Sembarc, Lisburn, Co Antrim

* Subject to due diligence and
company searches to be carried
out by InterTradeIreland in the
coming weeks

The Business 2000 articles provide topical
information for a wide audience, including
Leaving Cert students of business,
accounting and economics, as well as their
teachers.
The articles complement the case studies

that are published annually in The Sunday
Business Post Business 2000 multimedia
resource package. The resource is designed
and developed byWoodgrange Technologies

in partnership with the Business Studies
Teachers Association of Ireland (BSTAI)
and the Department of Education and
Science. The resource is printed and
distributed free of charge to every second-
level school and selected third-level
institutions on the island of Ireland.
The Business 2000 articles are published
every Sunday during school term. The
teachers’ support desk at Woodgrange

Technologies can be reached at 01-4735940
or by e-mail at: business2000@
woodgrange.com.
Companies participating in the 2009/2010
edition of The Sunday Business Post
Business 2000 are: AIB, Bus Éireann, CRH
Group, Financial Services Ombudsman, IP
Trust, Infact, Labour Relations
Commission, National Lottery, the Pensions
Board and Thomas Crosbie Holdings.

What is Business 2000?

Business

conference

The 23rd Business Studies
Teachers’ Association annual
conference will he held in
Athlone on November 21 on the
topic ‘Supporting and
stimulating innovation in
business education’ in the
Sheraton Hotel, Athlone. This
event is an opportunity for
teachers from all over Ireland
to meet and discuss business
subjects and developments in
education.
This year’s keynote speaker

is Cliff Taylor, editor of The
Sunday Business Post. Further
details can be found on
www.bstai.ie.
Applications, which must be

made online, should be sent in
by Thursday November 12.
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