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Executive Summary

Dublin City and the Greater Dublin Area (GDA) account for roughly half of all national output and two in every five jobs in the country. The GDA is facing increasingly strong competition from cities and regions with deeper skills bases and better infrastructure than the GDA offers at the moment, such as Geneva, Zurich and Singapore. The central problem facing the GDA region is under-investment in infrastructure. Budget 2007 and subsequent budgets must seek to address this infrastructure deficit.

In order to fund the significant capital requirement for capital expenditure in the Greater Dublin Area, the growth in current expenditure must be kept in check and the level of capital spending as a percentage of GNP must increase. 
Economic conditions suggest that a prudent approach to public finances is in order, providing for a possible slowdown in the growth of tax revenue and focusing on value for money in public expenditure. Any increases in current spending must allow for the possibility of a sharp downturn in some sources of taxation revenue. The rate of growth of gross non-capital supply services expenditure should not exceed that of the nominal rate of GNP growth in 2007 and 2008.  
Capital spending should be ramped up from the present level of below 5% of GNP to 6% of GNP by 2008, with appropriate measures to ensure efficiencies and value for money. Government should acknowledge the failure of its public service decentralisation programme and redirect the €1bn capital spending programme planned by the Office of Public Works towards completing the primary roads programme and strategic non-national roads. Early completion of the inter-urban motorway network by the NRA would provide a greater stimulus to regional development across the country than the protracted and flawed decentralisation process. The annual budget allocation for strategic non-national roads should be increased from €10m to €150m.
Transport 21 is a welcome development. In addition to this plan, Government should prepare other multi-annual capital programmes along similar lines, focusing on the key areas where investment and clear decision making is necessary.  Government must produce an Environment 21, Health 21, Housing 21 and Education 21. Businesses and citizens need a clear assurance that waste, water, education and health facilities will be able to meet their future needs
There is a need to provide clear strategies in these areas in order to provide for the substantial projected increase in population. In 2005, the CSO estimated that the population of the Greater Dublin Area would reach 2.1m persons by 2021, some 10 years earlier than was previously forecast. According to the latest figures, the GDA will reach these numbers by 2021, suggesting that population growth has been seriously underestimated.

Dublin has a strong potential to develop as a knowledge city, but needs Government actions to produce an environment that nurtures city and regional growth. A number of steps must be taken, including a review of the R&D tax credit scheme, implementation of the Strategy for Science, Technology and Innovation and more concerted action to develop a vibrant 4th Level and increase the number of postgraduates engaging in research. In particular, we believe that a detailed implementation plan is required for the Strategy, indicating how it will ensure greater co-ordination between the agencies involved.
Recommendations
The Dublin Chamber of Commerce makes the following recommendations:

· The rate of growth of gross non-capital supply services expenditure should not exceed that of the nominal rate of GNP growth in 2007 and 2008. This would indicate an increase of 8-9% in 2007.

· Capital spending should be ramped up from the present level of below 5% of GNP to 6% of GNP by 2008, with appropriate measures to ensure efficiencies and value for money.
· Government should reconsider its goal of decentralisation. The €1bn capital spending programme planned by the Office of Public Works should be redirected towards the primary roads programme and strategic non-national roads.
· Government should prepare other multi-annual capital programmes along similar lines to Transport 21.
· The EU target for R&D expenditure of 3% of GDP by 2010 should be set for Ireland. The existing Government target of 2.5% of GNP by 2013 lacks ambition.
· The implementation of the Strategy for Science, Technology and Innovation should seek to simplify the administration of the range of R&D funding schemes, and rationalise the number of agencies, involved.

· ‘Innovation Vouchers’ should be made available to small businesses in every sector, which can be exchanged for advice, expertise and information from accredited knowledge providers.

· Central Government should pay the full economic cost of providing domestic services through Local Authorities.
· The 12.5% rate of corporation tax should be maintained.
· The Business Expansion Scheme should be renewed with limits of €300k for individuals and €5m for companies. 

· The decision to abolish the indexation of capital gain tax should be reviewed.

· The R&D tax credit scheme should be amended to improve the number of firms taking up the scheme.

· Government should examine PC penetration schemes that have been put in place elsewhere with a view to introducing a scheme.

· The application of Benefit in Kind to childcare funded by an employer should be reviewed. Government should consider a scheme to promote flexible work hours through reductions in employers’ PRSI.

· The VAT on legitimate corporate expenditure in hotels and restaurants for conferences, incentive travel and corporate meetings should be refundable. 
1.
Economic Background
1.1
Risks to Future Growth

There is a general consensus that the Irish Economy will move from buoyant growth into a phase of slower expansion, with the main drivers of recent economic growth - the construction and domestic consumption sectors - taking a less prominent role. FAS have forecast that the job growth in construction shall slow considerably, falling from about 8% in 2006 to virtually zero in 2007. Consumption growth in 2006 and 2007 is being stimulated by the maturing of SSIA accounts, but should slow over the course of 2007. In addition, Irelands manufacturing export performance remains weak, with the main driver of exports acting on the services side. This uneven balance of growth is a matter of concern - especially when the balance of risk facing the Irish economy on the downside is taken into account. Concerns include the impact on the Irish economy of a correction of the US balance of payments deficit and fiscal deficit, adverse movements in exchange rates and the impact of higher interest rates in the Euro area on investment decisions and wage expectations.  

Economic conditions suggest that a prudent approach to the public finances is in order, providing for a possible slowdown in the growth of tax revenue and focusing on value for money in public expenditure. A stimulus to the economy from stronger capital spending in 2008 may serve as a welcome boost to an economy facing lower growth rates.
1.2
The Greater Dublin Area: Economy and Competitiveness

Dublin City and the Greater Dublin Area (GDA) account for roughly half of all national output and two in every five jobs in the country. The GDA has been a major driver of growth for the Irish economy in recent years and has also become a significant node of global economic development. Dublin has been ranked by Fortune magazine as the fifth most important city for business within Europe, clearly placing Dublin in the same league as London, Frankfurt, Helsinki and Amsterdam. Dublin is one of the world’s great cities and is enjoyed and prized as such by its inhabitants. It is far more than an administrative capital. It is the prime focus for business, finance, the arts, media and more. A dynamic, cosmopolitan and diverse city, Dublin helps set the agenda for, and drive growth in, the rest of the economy.

There is an implicit assumption in many Government strategies that Dublin can look after itself. This thinking is copper-fastened by a view that Dublin has grown disproportionately to the rest of Ireland and that public policy should seek to arrest the scale of development in Dublin. While the Irish economy may be successful today, the GDA is facing increasingly strong competition from cities and regions with deeper skills bases and better infrastructure, such as Geneva, Zurich and Singapore. A weakening of Dublin’s competitive position in the international economy cannot be compensated for by other parts of Ireland. There should be no illusions about this; any brake on Dublin’s success would have a severe impact on the whole national economy. Underperformance by Dublin would not be offset by growth in Galway, Cork or Athlone: it would be Amsterdam, Frankfurt or Tel Aviv that would gain, at the expense of the whole island of Ireland. The Greater Dublin Area has under-invested in all areas of socio-economic infrastructure despite record levels of public investment in the past five years. Competitor regions in the EU, such as Barcelona and Amsterdam, and across the globe, provide infrastructure at a significantly faster pace. The GDA must beat its competitors in all areas where competitiveness matters. 
2.
Public Spending
2.1
Capital Expenditure

Dublin Chamber believes that Government must plan for slower growth, a rebalancing of the sources of growth and the level of downside risk by maintaining firm control of growth in current government spending. Resources must be allocated to capital spending and the delivery of capital infrastructure projects. We believe that capital spending should be increased from the present level of below 5% of GNP to 6% of GNP by 2008, with appropriate measures to ensure efficiencies. This should provide a counter cyclical physical approach to the expected slowdown in the economy. 

We note the broad concerns that the ESRI have raised, and their call to reduce the level of capital spending, but do not concur. We believe that value for money can be achieved in a number of capital spending areas and that resources can be redirected from capital spending projects with a lower rate of return. We therefore support the ESRI in their recommendation that the building programme under decentralisation should not proceed and be reallocated to other projects with a higher return. Specifically, we believe that Government should acknowledge the failure of its public service decentralisation programme and redirect the €1bn capital spending programme planned by the Office of Public Works towards road projects nationwide and to strategic non-national roads in the Dublin region. We believe that these projects can clearly demonstrate strong positive returns on investment. Our assessment of the decentralisation process is outlined later in this submission.
We believe that the NRA have sufficient capability and a clear line of projects that could accelerate the ten year national programme outlined in Transport 21 and deliver it by 2012 – some three years earlier than envisaged. We believe that the early completion of the inter-urban motorway network would provide a greater stimulus to regional development across the country than the protracted decentralisation process. Swift access to the major urban centres will help lower costs and ensure greater efficiencies amongst firms and support balanced regional development.
The 2006 budget for what are termed strategic non-national roads is €10m. These are road schemes that are strategic in context but do not generally fit the criteria prevailing for existing non-national road schemes. Roads under this heading facilitate a number of policy goals to facilitate development, including the provision of links to strategic infrastructure and facilities, improve access to ports, harbours and public transport facilities and provide new urban relief and distributor roads. We consider this budget allocation to be grossly inadequate to the task. While some local funding is available, we consider an annual Exchequer allocation in the order of €150m is required. Such a budget allocation could ensure the swift delivery of important local infrastructure projects in the Dublin area such as:
· Macken Street Bridge and associated roads;
· The link from Military Road to Heuston Station;
· River Road;
· Blanchardstown to Baldoyle Airport Road;
· The road improvements around Dublin Airport known as the “Airport Box”;

· The N3-N4 Ongar to Leixlip link;
· The Monkstown Ring Road;
· The South Dublin Western Outer Route;
· The Rathcoole Distributor Road; and
· The Kiltipper Distributor Road.
2.2
Multi-Annual Programmes of Expenditure and the NDP

Transport 21 is a welcome development, providing a clear financial and planning framework over a ten year period. We believe that this type of forward thinking could, and should, be applied in other areas of policy. In addition to Transport 21, we call on Government to prepare other ten year multi-annual capital programmes including an Environment 21, Health 21, Housing 21 and Education 21. These points are elaborated in our NDP submission to the Department of Finance and briefly developed below.
There is a need to provide clear strategies in these areas in order to provide for the substantial projected increase in population. In 2005, the CSO estimated that the population of the Greater Dublin Area would reach 2.1m persons by 2021, some 10 years earlier than was previously forecast. When the CSO last looked at population forecasts four years previously, they expected the GDA population to reach 2.2m by 2031. According to the latest figures, the GDA will reach these numbers by 2021, suggesting that population growth has been seriously underestimated. The continued growth in net inward migration and rising birth rate suggests that even the latest CSO central projection will be exceeded.
Past development plans have been characterised by serious underestimations of population growth. Thus the creation of a ten year strategic plans would give businesses and citizens some assurance that waste, water, education and health facilities will be able to meet their future needs and fill the vacuum that currently exists. The ESRI review of the National Development Plan (NDP) argued that 50,000 primary school places will be needed by the end of the plan. It pointed out that it is a simple matter to plan for where additional schools are needed but that no such plan appears to exist. A similar argument can be made in healthcare and other areas. We consider the absence of proper public plans to allow for population change a major failure of public policy.
The present National Development Plan, as with previous plans, has failed to fully deliver the infrastructure that it had proposed. We believe that the success of the 2007 to 2013 National Development Plan should be measured by the physical delivery of infrastructure rather than measures of expenditure.

2.3
Current Spending

It must be borne in mind that current expenditure increases in 2007 will have implications for future years, as the base of spending is increased. Any increases in current spending must allow for the possibility of a sharp downturn in some sources of taxation revenue. For example, a sharp fall in transactions in the second-hand housing market would reduce the revenues from stamp duty and capital gains taxation. As a result, we believe that the rate of growth of gross non capital supply services expenditure should not exceed that of the nominal rate of GNP growth in 2007 and 2008. This would indicate a growth in 2007 of between 8% and 9%.
2.4
Cost-Benefit Analysis of Decentralisation

In December 2003, Government announced a plan to disperse 10,300 civil and public service jobs from Dublin to 53 different locations throughout 25 counties over a three-year period. To date, progress towards implementing this surprise plan has proved problematic. The Dublin Chamber of Commerce believes that the plan must be reassessed. Concerns have been expressed that the program is over budget and will greatly exceed its original costing. Government should conduct and publish an independent evaluation of its proposals for decentralisation. 

The Dublin Chamber is concerned that decentralisation process is a misnomer and is more of a de-concentration programme. True decentralisation would involve devolution of powers to local government. From a Dublin region perspective, such devolution would entail the direct election of a Lord Mayor, supported by a Greater Dublin Area Authority, with appropriate regional powers. We are concerned that the Government process of de-concentration does not facilitate efficiency nor does it generate direct engagement with the local community.
Dublin needs a powerful figurehead to champion the region's development. The absence of a strong leader in the GDA is central to the massive transport and land use problems now facing the region. We believe that a Greater Dublin Area Authority should be headed by a directly elected Mayor, whose term of office should be for a four year period. The key functions of the Greater Dublin Area Authority should include strategic land use and planning, transport management and planning and the marketing of Greater Dublin as a business location.

3.
Business and the ‘Knowledge Economy’
Many industries, both traditional and modern, are relocating to lower cost economies. Ireland was once the location of choice – it is now one of many. All stakeholders – Government, industry, and education providers – must accept that the past basis of Ireland’s competitive advantage is slowly eroding and that action is needed to retain our position in the global market place. We are competing for investment and employment opportunities not only with established centres of excellence but also with emerging nations. As Dublin becomes increasingly expensive, other pull factors must be identified and developed to ensure continued attractiveness as a location. Maximising upon its strong levels of education and the concentration of third and fourth level institutions in the GDA, international airport access and vibrant young population, we believe that Dublin has strong potential to develop as a knowledge city. 
3.1
Research and Development (R&D)
The Government’s R&D tax credit scheme launched in 2004 goes some way towards helping attract high value added activities to the region. We recognise that a number of significant R&D projects have been cultivated since the introduction of the credit but believe that the scheme could be further developed to ensure a larger number of projects. Incentives and the conditions under which the R&D tax credit operates must be appealing to encourage world-class investment in R&D to locate in Dublin. 
The Government target of boosting R&D expenditure to 2.5% of GNP by 2013 is not sufficiently ambitious, and does not indicate genuine commitment to the transformation of Ireland into a ‘knowledge economy’.  We believe that any target less than the EU goal of 3% GDP by 2010 simply does not present a sufficient challenge. The objective should be to substantially increase public sector expenditure on R&D and also increase incentives to encourage R&D activity in the private sector.  
The current Government Strategy for Science, Technology and Innovation outlines many of the operational aspects of increasing R&D in the near future. Whilst Dublin Chamber supports the goals of the strategy, we remain sceptical about its complete delivery and implementation. The details around implementation contained in the report require further development and must ensure greater co-ordination between the agencies involved – both from the education and enterprise development perspectives. 
The most significant obstacle to the participation of SMEs in research projects with Higher Education Institutions (HEIs) is the up-front costs in terms of staff resources and the general administrative burden that accompanies compliance of these schemes. This in itself deters many SMEs from participating and collaborating with other partners in research. Dublin Chamber believes that the administration of the existing funding schemes should be greatly simplified, and the number of agencies involved in the operation and delivery of this funding rationalised. This should occur within the new revised structures outlined in the Strategy for Science, Technology and Innovation.
3.2
Technology

The discussion about moving up the value added chain must be broadened out from a simple focus on the pharmaceutical and IT sectors to all enterprises.  Many firms could greatly improve their productivity and delivery by adopting and fully utilising existing technologies.  
The first step that Government must take is to put in place the basic technical infrastructure for a knowledge economy. The availability of high quality broadband should be a ‘given’, allowing Dublin and Ireland to develop a competitive advantage in maximising the utilisation of ICT. Government must ensure that high quality broadband is universally available across the country by funding industry to provide the final 10-15% of the population living in rural communities with broadband coverage where there is no economic case to justify private sector investment. 
A second step relates to PC penetration. A recent study by the National Council for Technology in Education highlighted the poor state of ICT infrastructure in primary, post-primary and specialist schools. The existing technology in early educational institutes is out-dated, and the quantity is inadequate. IT is an important delivery mechanism in the transformation of Ireland into a knowledge economy where life long learning is the norm. Thus Government must ensure that from early childhood each citizen is developing the 21st century skills to be successful in a digital, knowledge economy. Improving the quantity, quality and intelligent usage if ICT within all schools must become a clear priority.
We believe that Government should implement PC penetration schemes similar to those that have been successfully implemented elsewhere in Europe, including Sweden, Belgium, Italy and Portugal. These schemes have ensured greater PC usage and penetration, and as PCs are a delivery mechanism in the learning process, the Chamber believes such a tax scheme is warranted as an investment for the future. The goal of these schemes is to ensure that the nation has IT-active generations that diffuse IT skills throughout the economy to family, friends and the workplace. These computer programmes drive forward the information society, narrow the digital divide and contribute to economic competitiveness and productivity. They enable better learning and improve the impact of formal education, enable e-Government and equip the next generation of senior citizens with the skills and opportunities needed to cope with rising retirement ages and declining pensions. 

International Examples of PC Incentive Schemes 

	COUNTRY
	PROGRAMME

	Sweden
	In 1997, to promote home computer use, employees were encouraged to purchase PCs. These PCs were tax-free (VAT 25%). Home PC penetration increased from 40% to 90%.

	Portugal
	The ‘Virtual Campus’ scheme launched in 2003 used EU funds to co-finance online content and wireless networks in university campuses around the country. In addition, students were offered cheap loans from participating banks to buy state-of-the-art notebook computers provided at special prices. Student Internet usage is now over 90%, whilst general penetration remains at 41%.

	Italy
	Investment into wireless infrastructure and online content in universities.  Since 2003, all Italian 16-years old receive a €175 grant towards buying a computer and €100 towards getting a certificate for basic computing skills. 

	Belgium
	VAT-free, low priced PC packages with broadband and a card reader for e-government purposes for all citizens


Source: Economist Intelligence Unit, ‘At home with IT: How Governments make the information society happen’.

Significant financial savings can emerge from wide-spread usage of technology. In Spain, they have implemented an e-invoicing system for international trade documents called the GS1 Spain Paperless Invoicing project. This electronic data interchange has become an integral and essential part of some 4,000 companies, and has resulted in significant savings for all parties in the supply chain. The annual cost saving was €76million. 
The European Commission highlights that utilisation of electronic invoicing by the Danish Government saves taxpayers €150m, and businesses €50m, a year. Indeed, Danish law effective from 1st February 2005 declares that all public sector bodies may only accept invoices in electronic format. The Commission also highlights that annual savings exceeding €50 billion could be made if e-Government was utilised all over the EU. Government revenues account for some 45% of GDP and public authorities purchase 15 to 20% of GDP or €1500bn to €2000bn in Europe every year. Electronic procurement and invoicing could result in savings in total procurement costs of around 5% and reductions in transaction costs of 10% or more, leading to savings of tens of billions of euros annually. When one looks at the cost savings that can be realized, it highlights the need for action to be taken swiftly in Ireland to get more SMEs to carry out transactions electronically. Government must utilise financial rewards to encourage this change in behaviour. 
3.3
Innovation Vouchers

The Dublin Chamber is working with a group of companies in the knowledge, ICT and education sectors to facilitate the creation of a programme which shall enable our members to adopt existing technologies and improve their business process.  We believe there is a strong role for government, and Enterprise Ireland in particular, to assist in this process. Government funding should be made available to encourage firms to adopt existing technology, particularly those outside what is traditionally known as the ‘knowledge economy’ sector.

Dublin Chamber strongly supports the Small Business Forum’s call for Government to make ‘Innovation Vouchers’ available to small businesses in every sector, which can be exchanged for advice, expertise and information from accredited knowledge providers. These would be hugely beneficial to the large number of SMEs which are prominent in Ireland’s business environment, enabling owners/managers to focus on day-to-day issues whilst receiving ‘soft knowledge’ from a person with managerial experience and familiarity of the industry. For these vouchers to be successful, Government must ensure that Enterprise Ireland and other relevant agencies have the necessary skills and resources to offer this service to SMEs.
3.4
Education 21

Education is critical to the transformation of Ireland into a knowledge economy. At present Ireland’s universities are not listed high in the rankings of the world’s top universities. Our current ranking in the annual Academic Ranking of World Universities is 201-300. The Times Higher Education Supplement World University Rankings ranked Trinity College in 78th place this year, although its Arts and Humanities department came 39th in the international rankings. Trinity College Dublin was also the only Irish university to appear in the rankings of Webometrics, however it was a lowly 259th in the world ranking and 82nd in the European rankings in 2005.  No Irish universities appear in Newsweek’s Top 100 Global Universities ranking for 2006.

We welcome the allocation of €640 million in capital funding to the 3rd Level institutions via the December 2005 budget and the recognition by Minister for Finance, Brian Cowen, of the central role the university sector played in Ireland’s economic success. Due to their concentration in the Greater Dublin Area, the success of third and fourth level institutions in attracting the best researchers and producing graduates with a strong academic record is paramount. Whilst the Minister believes that “Ireland has become synonymous with the quality of our graduates”, Dublin Chamber believes that more action is needed to develop a vibrant 4th Level and increase the number of postgraduates engaging in research. The Department of Education and Science must endeavour to make higher degrees in technical disciplines such as engineering and science worthwhile and attractive. Presently, the majority of those in engineering courses are opting to focus on civil or construction engineering, as this is where the current boom is occurring (in the construction industry). However, this shall not remain into the future and Ireland needs to ensure that its graduates have the skills that shall make Ireland an attractive location for higher-value industry. 
Budget 2007 must ensure that programmes are implemented to encourage and facilitate life long learning and flexible educational provision. There is a need to move the debate from developing an information society, past that of a knowledge economy, towards a learning society. The entire population must continually up-skill to meets the demands of the new economy. At present we have all the fundamentals but none of the strategic design. We believe that tax relief should be given to all individuals who take a module about the learning process and find out how they learn. Everyone is in control of their own learning, so if we could help them to understand how they learn then for the rest of their life they can learn in the most efficient way. 

Education 21 must put in place effective policies that reflect the changing landscape of Ireland. As inward migration continues, the necessary financial revenue must be allocated to primary and post-primary schools to ensure that they have the facilities in place which shall integrate young migrants effectively and draw out of them their full potential. 
3.5
General Environment
City-regions are internationally recognised drivers of economic development, creating growth, innovation and employment for the whole country. Cities are the homes of most jobs, businesses and higher educational institutions and are the key actors in achieving social cohesion. They are the centres of change, based on innovation, entrepreneurship and business growth. The GDA region plays this important role within the Irish economy, thus Government must focus on quality of life issues within the region. This is imperative as the attraction and retention of a qualified, skilled workforce is influenced by the standard and quality of living in the city.  All departments and sponsored agencies must work reciprocally to create the optimum environment for business, families. From the collection of rate and business charges to physical infrastructure (broadband, transport, energy, schools and hospitals) it is imperative that Ireland is an attractive destination to locate in. 
4.
Business Taxation
4.1
Corporate Taxation

The Dublin Chamber of Commerce notes the desire of the European Commission, since 2001, to "coordinate" corporate tax rates in Member States by introducing a common consolidated tax base for companies EU-wide activities.  We are of the firm view that the benefits of the Common Consolidated Corporate Tax Base are over stated and urge government to resist strongly any proposals towards the introduction of this system. A strong contributing factor in Ireland's economic growth has been our low corporate taxation rate. Dublin Chamber recognises the important role Government has played in introducing and supporting this single low rate and strongly supports the continuation of this policy. Competition for investment is intense. Within the EU, Ireland faces competition on this front from Cyprus (10% taxation), Estonia (0%)
, Hungary (16%), Latvia (15%) and Lithuania (13% to 15%). 

4.2
Business Expansion Scheme

The extension of the business expansion scheme in 2004 has been strongly welcomed by enterprises and entrepreneurs. We believe that the business expansion scheme (BES) should be extended in budget 2007 for a period no less than 3 years and its funding limit and individual investor limits should be revised upwards in order to reflect current business investment values. The individual investor limit has remained at the value of €31,750 since the schemes inception. The Business Expansion Scheme (BES) has been a vital tool in allowing start up companies to develop and grow, thus we would strongly encourage its continuation beyond 2007. We believe a limit of €300k for individuals and €5m for companies would be appropriate.
4.3
Local Authority Rates and Charges 

Dublin Chamber of Commerce is concerned by the substantial role commercial rates and business charges play in Local Authorities budgets. As these constitute a significant element of business outlay, this reliance by Local Authorities on business as a financial crutch cannot continue as it negatively impacts upon the productivity and competitiveness of the business environment. Dublin City Council is further disadvantaged by the high proportion of non-rateable buildings in its domain.
This budget must allow the Department of the Environment, Heritage and Local Government to increase the level of financial assistance they currently give to Local Authorities. The Census 2006 Preliminary Report shows continued population growth, particularly in the Greater Dublin Area. This means greater pressure on Local Authority services, and increased expenditure levels, especially when coupled with the increased level of services and standards that Local Authorities are expected to deliver. Also Local Authorities have had to implement the first round of benchmarking without any additional funds from central government.  Overall, the additional spending that is occurring must be met with appropriate funding from Central Government through expenditure-specific grants and the Local Government Fund. Dublin Chamber believes that central government must pay the full economic cost of services provided at their behest. We believe that the next round of benchmarking should take a more full account of the value of public sector pensions and other non pay benefits in making comparison with the private sector.  
Dublin Chamber would also like the Department of Finance to review and amend the current situation that allows Government occupied properties exemption from commercial rates. This would ensure that the daily operation of state agencies would be brought in line with that of the private sector and cease their operation in an unrealistic non-competitive environment. These offices are not facing the same financial outlay pressures as those in the private sectors and are preventing private enterprise in Dublin from benefiting from a lower rate charge, which would reflect the broadened rate base. 
4.4
Capital Gains Taxation
We note the current debate surrounding the reform of stamp duty and believe that the reform of capital gains taxation has an important role to play in improving the efficient operation of the property market. The abolition of indexation in the capital gains taxation system makes short-term speculative investments more attractive than investment in steadily appreciating assets. It has also raised the effective tax rate under the capital gains system above the nominal 20% rate. We believe that there is a strong case to reintroduce indexation in the capital gains tax system and believe that the Department of Finance should give careful consideration to this measure in any reform of the tax system. This is not to say that we believe that an intervention is required in Budget 2007.
5.
Childcare

Active participation in the workforce is a key driver of the economy. The absence of a comprehensive childcare strategy is increasing the financial strain and time pressures on parents.  This is more acutely felt in Dublin and surrounding counties where people commute longer distances and spend more time in traffic.  The National Children’s Nurseries Association highlighted that many parents are paying in excess of €15,000 per child annually. Childcare costs in the Dublin region are significantly higher than in other parts of the country. This financial burden added to the existing lack of childcare places nationwide must be addressed in this budget and the 2007-2013 NDP, as childcare shall increasingly become an important element within the transformation of Ireland into a knowledge economy. The provision of high-quality ‘early childhood care and education’ must occur as it is the initial step in creating a population that continuously learns.   
The question of childcare is a complex one, and will require a number of complementary measures targeted at differing forms of childcare provision and different age groups of children.  It will also need to take cognisance of differing care and working arrangements among parents. The Dublin Chamber of Commerce takes the view that the childcare needs of working parents should be seen as part of a wider debate on developing a coherent childcare strategy, incorporating the provision of quality childcare services, early childhood education and the needs of working parents and children alike. This must however be achieved without increasing company costs and undermining the competitiveness of companies.

Currently, if an employer directly provides free or subsidised childcare in an employer funded or managed crèche, the employee does not have any benefit-in-kind liability. However, the conditions for employers are onerous and very few companies can meet them. We believe the present benefit-in-kind exemption should be extended to all employees whose employers fund or partly fund childcare places with registered carers (including crèches and childminders).

Maternity leave provides a parent valuable time with their new child and reduces childcare costs. Employers are particularly concerned however at the cost implications of proposals to substantially increase parental leave. Whilst the person is on maternity leave, companies seek to minimize the skills loss to their company and provide effective “cover” – often by distributing the burden of work amongst other employees. This is particularly true of small business. As the duration of maternity leave increases, the willingness of existing staff to undertake the work of the person on maternity leave is reduced and additional recruitment and replacement costs are incurred.  The introduction of further parental leave would increase this problem.

An alternative to parental leave is the provision of greater flexible work arrangements for staff.  At present, a number of companies seek to provide flexible working arrangements in order to accommodate staff with very young children and onerous childcare costs. The arrangement varies from workplace to workplace, reflecting the needs of companies and parents.  We believe that if more companies entered into such arrangements, the pressures on working parents would be reduced.  However, such arrangements impact adversely on costs and therefore to encourage companies to provide this flexi-time working for either or both parents, we recommend that companies be incentivised and rewarded for entering into such flexible work arrangements. In this regard, we propose that companies should be partially compensated for entering into flexible work arrangements with a significant reduction in PRSI for the employee availing of flexible work hours. This would apply where companies reduce weekly work hours to a maximum of 30 hrs and would apply up to a child’s entry to primary school.
6.
Indirect Taxation

The tourism industry in Ireland is facing considerable challenges as competition for discretionary tourism at a global level increases. Tourism is an important contributor to economic growth and employment, employing over 140,000 persons and accounting for €4.1bn in foreign exchange and non-domestic earnings. Due to trends such as shorter breaks and shorter booking times, coupled with the airport and port remaining the main gateways to the island of Ireland, Dublin has continued to increase its visitor numbers with growth of 8% since 1999. Last year alone, Dublin city received a total of 3.85m overseas visitors.  These tourists injected almost €1.3 billion into the economy and spent approximately 18 million nights in accommodation throughout the city.  
High levels of indirect taxes distort trade, lead to a loss of revenue to the Exchequer and have a direct negative impact on the competitiveness of the tourism sector. Ireland has the sixth highest rate of accommodation VAT in the EU, the highest wine and beer excise duty in the EU (25) and the second highest on spirits and cider. Competitor countries with high rates of VAT allow VAT on hotel expenditure as a business input. Therefore, the effective VAT rate on legitimate hotel expenses for corporate customers is zero in Germany, Denmark, the UK, Hungary and Slovakia, compared to 13.5% in Ireland. We believe that the VAT on legitimate corporate expenditure in hotels and restaurants for conferences, incentive travel and corporate meetings should be refundable. Failure to allow this is an insidious form of double taxation. VAT on legitimate corporate expenditure in hotels and restaurants for conferences, incentive travel and corporate meetings should be refundable.

� In Estonia, 24% taxation on profits that are distributed and not retained in the company and/or re-invested
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