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Introduction

The Midlands Gateway Chamber, founded in 2007, is the first Gateway Chamber in Ireland and takes its mandate from the Town Chambers of Athlone, Tullamore and Mullingar. The Chamber represents over 700 businesses in the Gateway comprising of local, national and international business.

Midlands Gateway Chamber has a mission to “be the premier alternative region in Ireland to high density urban living with infrastructure, enterprise and quality of life assets to serve its people”.  At the heart of this mission are two key goals;

· To promote the Region as a competitive and attractive option for business and population growth in the initial period from now until 2020; and

· To work hand-in-hand with the Public Sector to drive further investment in infrastructure, enterprise and quality of life projects so that we can secure our position as an alternative location in which to invest and live.

Our submission to the Commission on Taxation fully embraces the strategic intent inherent in the Commission’s Terms of Reference and is aligned to the Programme For Government.  The proposals detailed within represent Economic Leadership with the objective to build distinct regional competitiveness. 

The National Development Plan 2007 – 2013 emphasised the Government’s commitment to regional development and reinforces the important roles of Gateways and Hubs for investment.

These proposals for change from the Midlands Gateway Chamber are supportive and aligned to responsible and balanced fiscal policy.  Moreover they support economic activity with a funding approach to meet the cost of some public services in the medium and long-term.

Proposal Summaries

Proposal 1: Irish Gateway Treasury Bonds

[Terms of reference areas A,B,E & F]

Establishment of a new funding mechanisms i.e. “Irish Gateway Treasury Bonds”, to facilitate private investment and pension investment in strategic regional infrastructure.  The establishment of this funding mechanism has the potential to redirect and capture for Irish investment some of the annual €8bn private investment outflow made by Irish residents in International property.

Key features:

· Gateway Treasury Bonds facilitate lump sum investment by private individuals  and pension funds up to a maximum subscription of €150,000

· Funds are invested in infrastructural assets under state ownership in Gateways.

· Such investment assets may not be covered within the Government Capital envelope, but may be deemed strategically important in supporting regional enterprise and competitiveness

· Investment term of 10 years

· Investments to be state guaranteed

· Proposal facilitates an annual or bi-annual issue

Investor taxation benefits and Pension Returns

· Taxation benefits prevail primarily for private investors with incentives for tax sheltering on an all-income basis at the marginal rate, on a pro rata basis with annual carryover.  The pension benefits are reflected in a guaranteed return centred around a bonus of 1% over prevailing ECB rates.

Private Investors:

· Can be used to shelter all income (similar to BES)

· Coupon interest 2.75% p.a. payable in years 5 and 10

· Coupon tax free similar to Post Office savings bonds.

· Investments must be maintained for 10 year term to quality for tax relief.

Pension Funds:

· Suitable for private, self-administered and group pension funds portfolio investment

· Investment term 10 years

· No tax applicable to gains

· Guaranteed return of 1% above ECB rate, payable on maturity. 

Exit

Investor funds mature in year 10 – Exchequer Treasury Bond issue or Market securitaisation.


Gateway Treasury Bonds – National Breakdown

Midlands Gateway Chamber is proposing this initiative and has recognised how this scheme can be applied across all Gateways on the basis of an initial national subscription offering of €2bn

Gateway


     Fund Size (€m)

Dublin




500

Cork




300

Galway



180

Limerick /Clare


200

Wexford



160

Midlands



180

Sligo




150

Dundalk



180

Letterkenny /Derry


150

Total Fund



€2bn

Cost – Benefit Analysis

1. Irish Gateway Treasury Bonds



  €

Funding assumptions:

 65% from investor subscriptions


1.3bn

  35% from pension funds



0.7bn









2.0bn

Costs:


Tax relief on private subscriptions (30%)

0.390bn

Real interest cost over 10 years*


0.128bn

Yield on pension funds (assuming ECB 3%)

0.280bn









2.798bn

(*assuming inflation rate 2.8% p.a)

Capital Value – Years 10 & 15

Capital Value Year 10





2.817bn
· 3.5% capital appreciation per annum

 -   40.86% over 10 years 

Capital Value Year 15




3.340bn
Fund Value on Maturity

€2.40bn maturity payout inclusive of interest 

and pension yields expressed in present value 

terms at Year 10 





1.782bn
Proposal 2: Regional Gateway Research & Development Funds 

[Terms of reference areas A,B,E & F]

Establishment of Regional Gateway R&D Funds across the nine Gateway Regions.  This funding proposal is central to further prioritising the role of research and development within Gateways.  The application and administration of these commercial R&D Funds are to be based in Universities and Institutes of Technology located in each Gateway. 

· Key Features:

· A national €200m fund is established to drive forward the funding of indigenous R&D based at third level campuses in the Gateways

· Indigenous enterprises can contribute to a Regional Gateway R&D Fund and obtain a tax credit of 30% on their subscriptions
· Private investors can contribute/subscribe to a Regional Gateway R&D Fund and obtain extended shelter for up to 3 years on their existing property tax shelter schemes which are due to expire.
· Proposal facilitates an annual issue.
R&D Fund Maturity:

· €150m of total funds is ring-fenced for 75% funds return to subscribers in Year 5.

· Provides €50m for direct investment and a further €30m over a five year period from total fund of €200m.
Cost – Benefit Analysis

2. Regional Gateway Research & Development Funds
 

Funding:





                    €

Subscribed funds




    200m
Costs:


Cost of tax relief


(30% tax credit on subscriptions 

              from business sector €120m)

                  36m

41% tax shelter on private subscriptions of €80m)
      33m








      69m




Application benefit

 - Direct investment into R&D



       50m
 - Yield on €150m over 5 years

 (also directly invested in R&D)



       30m

Total R&D investment



       80m









       ====

Net Value Benefit





       19m 

Maturity Fund to Investors




      150m 

(75% of capital exclusive of tax break)


      ====
Contextual framework as per Programme for Government 2007

Outlined below are the contributions which could be achieved by these proposals in the context of the Programme for Government 2007:

	
	Irish Gateway 

Treasury Bonds
	Regional Gateway Research & Development

Funds

	· Keep the overall tax burden low and implement further changes to enhance the rewards of work while increasing the fairness of the tax system
	· No negative impact on tax revenue

· Redirects some foreign outward investment to support enterprise

· Enables regional competitiveness
	· Supports indigenous enterprise with critical focus on higher value activity 

	· Ensure that our regulatory framework remains flexible, proportionate and up to date
	· Proposal require oversight and administration by a national agency
	· Framework already in place for universities and ITs to handle application and administration 

	· Introduce measures to further lower carbon emissions and to phase in, on a revenue neutral basis, appropriate fiscal measures including a carbon energy levy over the lifetime of the government
	· Gateway infrastructure projects can include some that enhance the environment; and investor subscriptions could have attaching carbon credits
	· Regional Gateway R&D funds could include a specific “environmental portfolio” aligned to objectives in the Programme for Government 

	· Guarantee that that 12.5% corporation tax rate will remain 
	· Consistent with objective to maintain corporation tax at 12.5%
	· Consistent with objective to maintain corporation tax at 12.5%

	


SUPPORTING DOCUMENT:

Comparative Analysis of Tax Rates/Structures Across Developed Economies 

· Midlands Gateway Chamber



Enterprise Committee – Commission on Taxation

Midlands Gateway Chamber Overview Paper  

The following analysis compares tax as a percentage of GDP and tax rates across a selection of developed economies. 

	
	
	Tax Rates

	Country
	Tax as % of GDP
	Income Tax
	VAT

	
	
	Corporate
	Individual
	

	Ireland
	30.8%
	12.5%
	20%  -  41%
	21%

	UK
	37.0%
	21%  -  28%
	20% -  40%
	17.5%

	Germany
	38.8%
	38.3%
	15% -  42%
	19%

	France
	44.0%
	33.3%
	10% -  48%
	19.6%

	Spain
	35.6%
	25%  -  30%
	0% –   42%
	16%

	Italy
	40.6%
	33%
	23% - 43%
	20%

	Denmark
	50.3%
	22%
	38% - 59%
	25%

	Sweden
	51.3%
	28%
	0% -  59%
	6% /12% / 25%

	Portugal
	35.3%
	27.5%
	10.5%- 40%
	21%

	Austria
	42.0%
	25%
	21% - 50%
	20%

	The Netherlands
	38.2%
	29.6%
	0% -  52%
	19%

	USA
	26.8%
	15%  -  39%
	0% -  65%
	10.25%

	Australia
	30.9%
	30%
	0% -  45%
	10%

	New Zealand
	36.6%
	30%
	0% -  39%
	12.5%

	
	
	
	
	


Principles of a good Tax System:

Efficiency – An efficient tax system raises sufficient revenue to pay for Government spending, without creating negative conditions such as reducing work incentives for individuals, and investment incentives for companies.

Equity – Taxes should be fair and based on the individual’s “ability to pay”. Income tax satisfies this criteria because it is a progressive tax system i.e. the marginal and average rate of tax rises with income, but some indirect taxes may not.

The ‘benefit principle’ of taxation – Taxes paid by people should have a link with the benefit the tax payer receives from government spending. 

Aims of taxation: transparency and certainty – Tax payers should understand how the tax system works and should be able to plan their tax affairs with a reasonable degree of certainty.  Taxes should be difficult to evade.  Collection costs should be kept to an acceptable level so that costs of collection are very low relative to the total tax revenues collected.

Current Tax Receipts Analysis 2008 – 2010

Tax Revenue


  2008 (F)

2009 (P)

2010 (P)





      €m 

   €m 


   €m

Customs


      300
                 310


     325

Excise duties


   5,989

  6,210


  6,415

Capital Gains Tax

   3,210

  3,400


  3,610

Capital Acquisition Tax
      405

     430


     455

Stamp Duties


   2,855

  2,975


  3,120

Income Tax


 13,900

14,645


15,650

Corporation Tax

   6,700

  7,140


  7,595

VAT



  15,550

16,680


17,980
Total



   48,910

51,790


55,150
· Income & Corporation tax       = 42% of total tax revenue

· VAT                                         = 32% of total tax revenue

· Capital Taxes incl. stamp duty = 13% of total tax revenue

This proposal can be particularly attractive to Irish Institutional Pension Funds, facilitating a small percentage of the total portfolio profile to be directed to secured regional investment.
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