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From the start of this vyear, the
International Association of Financial
Executives Institute(IAFEl) has been
very busy.

| am happy to note that Mr. Carlo
Locatelli has been elected as IAFEI
Treasurer and we welcome him to this
very important role. Mr. Locatelli
brings a wealth of experience as he has
been the treasurer of ANDAF for many
years and of the Italian Insurance
Broker Association. With this, | wish to
thank Mr. Saiful Hag Manan for the
outstanding services he has provided
IAFEI as Treasurer since 2016.

It is indeed an exciting year as IAFEI
explores many opportunities to expand
our members and partners globally.
We have many projects underway and
our Executive Committee Members are
responding remarkably and continue to
contribute to the success of IAFEI.

As we are fast approaching the date to
the |IAFElI World Congress in Matera,
ltaly on October 25-26, 2019, |
encourage you to regularly check the
IAFEI website at www.iafei.org to get

Message from the Chairman

updated information
important event.

regarding this

| hope you enjoy reading this 44th
Issue of the IAFElI Quarterly and we
would  certainly welcome  any
suggestions you may have to help us
improve this communication tool. You
can share your views by sending an
email to the IAFEl Secretariat at
secretariat.iafei@gmail.com.

Sincerely,

EDUARDQO “Ed” V. FRANCISCO
Chairman
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Tax Competitiveness: Business Relevance

by Piergiorgio Valente, Chairman, IAFEI International Tax Committee,
Founding and Managing Partner, Valente Associati GEB Partners /
President, CFE Tax Advisers Europe

Tax competitiveness or competitive taxation
is increasingly attracting the attention of the
business world and of tax policy makers. If
nothing else, it is the area of taxation where
the interests of both groups meet: Business
needs a tax environment that allows it to
grow, that knows to boost entrepreneurship
with perspective. Equally, tax policy makers
need business to flourish in order to increase
their tax revenue and implement broader
initiatives.

Lately the debate has become fiercer due to
the rise of digital economy and new business
models. Change in business must be met by
corresponding change in tax policy to adapt
the tax framework and ensure that it can
promote current business. Under these
circumstances, it is critical that both business
and tax policy makers engage in the debate in
an interactive manner. It is the opportunity for
progress towards taxation that favors
development and welfare.

What is a competitive tax system?

A competitive tax system can be defined as a
tax system that is appropriate to enhance
productivity and economic welfare and that
contributes to raise living standards at a
sustainable level and rate.

Yet, tax competitiveness is often seen from a
narrow lens, focusing on the tax legislation. In
this respect, “competitive” is used in the

International Tax Competitiveness Index to
refer to tax legislation that keeps marginal tax
rates low. Assuming that in principle
investment can be considered to the extent
the cost of holding the capital exceeds the
return after tax and risk costs, the marginal
tax rate refers to the threshold situation where
effective taxation of the return shall be
determinant.

Which of the two types of competitiveness
should then be sought?

In a 2011 report entitled “What is a
Competitive Tax System?” , the OECD seems
to clearly favor the broad notion of tax
competitiveness.

In particular, in the aforementioned report, the
OECD concludes that “if the competitive
pillars of an economy are strong, it is
generally more able to impose corporate
income tax without discouraging investment.”
In other words, taxation should be treated as
a constituent element of a broader landscape
that reaches the whole of economy and the
relevant legal system.

Twelve key pillars of competitiveness are
identified: 1. institutions, 2. infrastructure, 3.
macroeconomic environment, 4. health and
primary education, 5. higher education and
training, 6. goods market efficiency, 7. labor
market efficiency, 8. financial market develop-
ment, 9. technological readiness, 10. market
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