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Irish Taxation Institute calls for new approach to tax treaties to sustain economic development

Ireland needs to take a different approach to tax treaties if we are to continue to compete and win in a global marketplace.  This was the message today from the Irish Taxation Institute (ITI) in its pre-Budget submission.  
In its submission, entitled “Tax Treaties in a Global Marketplace”, ITI put forward four specific proposals to Government which would enhance Ireland’s attractiveness as a business destination for multinationals.  
Speaking after a meeting with the Minister for Finance, Brian Cowen TD, Dermot O’Brien, ITI President said:  “If we are to remain competitive, attract investment and meet the needs of a highly skilled workforce, then a new approach to tax treaties is essential.”

Mr O’Brien said that while maintaining a broad tax treaty network is important, there are other options.   “Tax treaties help in global trading, but each treaty involves two governments with often different priorities. This will never be a speedy solution to the challenges of a dynamic marketplace. 

“While it is important to maintain the momentum on expanding our tax treaty network we can control matters more quickly through our own law and this is just one of the options we have put forward."

ITI referenced the 2004 report of the Enterprise Strategy Group, Ahead of the Curve – Ireland’s Place in the Global Economy to support its proposals.  Studies in this report highlighted that the next phase of Irish economic development must be to create the right structures and then market Ireland as a place to do business on a global rather than purely a European scale. 

Mr O’Brien said: “10 years ago, it was the tax rate that was critical to attract inward investment.  Today, it’s about the overall tax package.  10 years ago, business expansion was essentially domestic or European focussed.  Today it is essentially global.  
“While regional centres in Europe, Asia and the Americas will always remain important in themselves for all business sectors; there is now strong evidence of the management of many business products on a global scale.  We see this in the pharmaceutical, technology and financial services sectors which are so critically important to the Irish economy.  
“If Ireland is to retain its strong position in each of these industries, we must think globally and have an overall tax package that allows us to do business with a much broader range of countries.  I believe Minister Cowen is receptive to this view.
“Ireland is home to many of the large multinationals whose global operations are based here.  If Ireland is to retain its strong position it must ensure that it is well placed to service the needs of a global hub and not just a European hub for these businesses.  In order to do so we must have the ability to do business with any country in the world. For example, if a US company locates a major head office here, it needs to be able to do business with all of its subsidiaries and partners around the globe on a reasonably homogeneous basis.  ”, Mr O’Brien concluded.      
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Note for Editors
What is a tax treaty? 

An agreement between two Governments, tax treaties remove impediments to international trade and investment by abating the risk of double taxation that can occur when both contracting states impose tax on the same income.  Ireland currently has 45 tax treaties.  
What does ITI propose?   

In summary, Tax Treaties in a Global Marketplace makes four key proposals:

1. Equity of Treatment

ITI recommends that a policy be adopted in the tax code to remove the preference for dealing with tax treaty jurisdictions.

2. Ultimate Parent Test

ITI recommends the extension of certain benefits within the treaties where the ultimate parent company is in an EU or treaty country.

3. “White” List
ITI recommends the formulation of a white list of key countries through consultation with business and the tax profession.
4. Expanding the Treaty Network

ITI recommends that a minimum of 10-15 new treaties be ratified by Budget 2012, with an immediate focus on key jurisdictions with which Ireland does not as yet have a tax treaty and where one is urgently needed. 

