Meeting with Chambers Ireland CEO’s on Thursday 7 April 2011, Louis Fitzgerald Hotel, Newlands Cross, Naas Road, Dublin

Speaking Points for Minister for Small Business, Mr. John Perry T.D.

Good afternoon to you all.

I want to thank Sean Murphy for inviting me to meet with a Group of your Chief Executives, from some 15 to 20 Chambers across the country. I welcome the opportunity to meet with you and discuss issues of common concern.

Firstly, let me thank you for your public statement welcoming my recent appointment as Minister for Small Business. As a business man myself, I can identify with the issues that small businesses experience on a day-to-day basis.

Chambers Ireland is recognised by business leaders and by communities across the country as their champion of economic development and business promotion in their local area. 

Chambers Ireland is a primary advocate on issues affecting large and small businesses and plays an important role in assisting in enterprise development and job creation.  I thank you and congratulate you for your ongoing focus over the years, on enterprise development and job creation, which are the key to economic recovery. 
Since becoming Minister for Small Business, I have already met with a number of organisations representing various interests across the SME sector. 

In doing this, I am in a phase of “listening mode”, in that, I want to hear at first hand, what are the key issues affecting small businesses on the ground; what needs to be done – by businesses themselves – and by Government – to address these concerns.

We all acknowledge that these are very difficult economic times.  However, it is only by working together that we will, as a country, get through and put ourselves back on the road to economic recovery.

I am very conscious of the issues that Chambers Ireland has been highlighting in recent times.  

The Government wants to ensure that SMEs have a voice in this administration and that pro-business policies are followed.  

Chambers Ireland members will, no doubt, be aware of the issues addressed in the Programme for Government and will see the importance that Government attaches to the SME sector.  

I think that you will welcome the many positives in the Programme that can assist the SME sector to stabilise and grow.

Government’s focus is to get our economy moving, restore confidence, fix our banking system and support the protection and creation of jobs.  Job creation is central to any recovery strategy.  This is why we are committed to introducing a Jobs Fund within the first 100 days.

Under the Jobs Fund we will  

· Provide resources for an additional 15,000 places in training, work experience and education opportunities for those who are out of work. 

· Cut the 13.5 per cent rate of VAT to 12 per cent up to the end of 2013. 

· Halve the lower 8.5 per cent rate of PRSI up to the end of 2013 on jobs paying up to EUR356 per week. 

· Reverse the cut in the minimum wage. 

· Abolish the travel tax as part of a deal with airlines to restore lost routes. 

· Implement a number of sectoral initiatives in areas that will create employment in the domestic economy.

· Initiate a long-term strategy to develop new markets in emerging economies.

· Secure additional resources for the national housing energy retrofitting plan, as part of a plan to phase out subsidies in this area by 2014.

· Expand eligibility for the back to education allowance.

· Accelerate capital works that are 'shovel ready' and labour intensive, including schools and secondary roads. 

Access to credit is an issue of concern to all SMEs.  In fixing our banking system, we will ensure that an adequate pool of credit is available to fund viable small and medium sized businesses during any restructuring and downsizing of the banks.  

While there will always be cases of credit being refused to businesses which are no longer viable, what we have to ensure is that no viable businesses are refused credit and the Credit Review Office has an important role to play in this regard.   I know that Chambers Ireland has been supportive of the work of the Credit Review Office and I welcome this. I also note that you have called for other banks to become involved in the Credit Review process.

The cost of credit is also of critical importance to business.  Costs have to reflect the price at which the financial institutions obtain their lines of credit and with upward movements in such costs, business customers will also have to experience parallel increased costs.  Allegations of unfair costs can be examined by the Credit Review Office if such costs are tantamount to a refusal of credit.

I would welcome any specific evidence of unfair charges being imposed by banks.

Hugely significant funding has already been provided to the banking system at the expense of the tax payer to get our banks fit for purpose and to allow them once again offer the normal credit facilities to businesses and consumers alike.  

It remains, therefore, the responsibility of the banking system to provide credit to businesses.  Government is prepared to offer some additional targeted supports where there are market failures and where banks lack the capacity to provide credit.  

The Programme for Government confirms that we will implement a temporary, partial credit guarantee scheme that will provide a level of insurance to banks against losses on qualifying loans to job creating firms to get banks lending to industry and entrepreneurs.  

We will also construct a €100 million Microfinance Start-Up Fund that will provide start-up loans and equity that draws funding from the National Pension Reserve and private institutional funds.  

However, in designing any start-up fund, or indeed any loan guarantee arrangement, such new initiatives should complement, rather than substitute, lending activities by the main financial institutions and also represent value for money for the taxpayer.

Further assistance will arise through the creation of a Strategic Investment Bank that will become a provider of finance to large capital projects, a conduit for venture capital and a lender to SMEs.

Government itself has a role to play in ensuring that it makes it payments to businesses more promptly.  

Chambers Ireland will be aware that since 2009, Central Government Departments have been improving their respective payment times, so as to assist the cash flow of businesses and are now obliged to pay their suppliers within 15 days of receipt of a valid invoice.

This voluntary 15 day prompt payment period is being rolled out to the Health Service Executive, the Local Authorities, State Agencies, and all other Public Sector Bodies, (excluding Commercial Semi-State bodies), in respect of valid invoices received on or after 1 July 2011. This requirement is being introduced on foot of commitments made already made under the EU/IMF Programme of Support for Ireland.    This initiative should have a considerable impact on cash flows of SME customers.

Addressing our Cost Competitiveness is of vital importance and, in particular, we must look at reducing costs imposed by the State and by the various utilities suppliers.  There have been some positive developments in this area.

The National Competitiveness Council’s “Annual Competitiveness Report 2010” found that, since January 2008, Ireland has regained some of the competitiveness it had lost at the start of the global economic downturn.  Average Hourly Labour costs in Ireland fell by 1.9% in Q4 2010 compared to Q4 2009.  Average OECD and Euro area labour costs continue to grow. 
In relation to rates, figures for 2010 show that a significant number of local authorities (34 of 88) decreased their annual rates while the majority (51 of 88) kept the same rate as 2009.  More needs to be done in relation to rates and charges imposed on businesses and the rebalancing of charges across all Local Authority clients.  

In this context, I intend to explore with the Minister for the Environment, Heritage and Local Government what measures can be taken in this regard.

Property and energy prices have moderated, the cost of water services to business compares favourably with our main trading partners and the cost of broadband services compares favourably with the EU average.

In relation to electricity and gas charges progress has also been made.  Data released by Eurostat in November 2010 shows that in the year to end June 2010, there have been significant reductions in Ireland’s electricity and gas prices.  Electricity prices for medium to large businesses fell by between 20% to 36%, which is the largest drop in the EU, and compares with an EU average of a 4% reduction.  Gas prices for all enterprises were between 11% to 18% below the EU average.   For medium to large businesses, Ireland was amongst the cheapest, with gas prices at 14% below the EU average.  These are moves in the right direction.

All businesses are concerned with the administrative burden.  Measures taken by the Government since 2007 to simplify the administrative burden on companies are estimated to have saved small firms over €20 million in red tape overheads through cutting out paperwork, revising the rules for small businesses and making better use of online services.  International benchmarking statistics reveal that Ireland imposes a relatively low burden of regulation on business. 

The Forfás Annual Competitiveness Report 2010 states that Ireland’s regulatory environment is one of the least restrictive in the OECD.  The Programme for Government acknowledges the need to reduce the administrative burden on businesses and identifies initiatives in this area.  This can be achieved through a streamlining of regulatory enforcement activities out of a merger and rationalisation of existing structures.  

Government will create a Business Inspection and Licensing Authority that absorbs the existing business inspection activities of the Health and safety Authority and the National Consumer Agency.  Further initiatives in relation to the creation of a single food safety monitoring agency and developing a Unique Business Identifier for use by all Government Departments and agencies will also contribute to a reduction in red tape and associated costs.

Many of Chambers Ireland’s members are in the retail sector.

The retail sector is very labour intensive and, taken with the wholesale sector, employs approximately 267,000 people, or roughly 15% of our workforce.  In this context, the Government’s commitment to halve employer’s PRSI costs for those earning less than €356 per week is likely to assist the retail sector, particularly given the part-time nature of many jobs in the sector.

Just before the General Election, the Joint Oireachtas Committee on Enterprise, Trade and Innovation published its 12th Report, entitled “Matters concerning the Retail Trade in Ireland”.  This detailed report made 9 recommendations on a range of issues facing the sector.  I have asked my officials to examine the report closely and report back to me on the most appropriate course of action to take to assist the retail sector.

Apart from the issues already outlined, the Programme for Government also lists additional supports for SMEs.  These include:

· Reform of public procurement to become a tool to support innovative Irish firms and allow greater access to Irish SMEs

· Fast tracking reforms needed for our bankruptcy legislation to bring us into line with best international standards

· Reform of the Joint Labour Committee Structure

· Legislation on ending upward only rent reviews for existing leases

· Introduction of new legally binding voluntary commercial debt plan structures to allow small businesses to restructure debts without recourse to expensive court procedures

· The introduction of new legislation to protect all small building subcontractors that have been denied payments from bigger companies

There is widespread acceptance that export-led growth will fuel domestic recovery.  Success in export markets is crucial to the long-term growth of Irish business and the Irish economy.  Enterprise Ireland’s programmes are focused on assisting companies to grow and export, through lean improvements, on-going leadership and management development and through driving innovation and building on R&D investments. Firms that innovate and drive efficiencies are the firms that are surviving the downturn and will grow employment. 

Now more than ever trade represents opportunity for our SMEs.  I know that our ability to respond effectively to meet demand in overseas markets will result in employment and wealth creation. The Programme for Government also includes proposals to have a better system to allow foreign buyers easily source Irish products and to help companies now operating principally in the home market to launch into exporting.   

In addition, the County Enterprise Board network will continue to support the micro enterprise sector in the start-up and expansion phases across the country and promote entrepreneurship at local level.

I have gone into a lot of policy areas in my address today, which I hope is helpful to Chambers members here this afternoon. 

There is, as you will appreciate, a very full agenda ahead for Government.  I am sure that through working with businesses and business representative organisations such as Chambers Ireland, we can support the SME sector and ensure that it contributes to job growth and economic recovery.

I, for my part, will ensure that SMEs have a voice in this administration and that pro-business policies are followed.  I look forward to a regular, positive and engagement with Chambers Ireland over the course of our administration. 
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