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Introduction 
Social Justice Ireland is an independent think tank and justice advocacy organisation that advances the 

lives of people and communities through providing independent social analysis and effective policy 

development to create a sustainable future for every member of society and for societies as a whole.  

We welcome the opportunity to respond to the Department of Finance’s consultation on OECD 

International Tax Proposals. 

Social Justice Ireland welcomes the Department’s willingness to engage with stakeholders on this issue 

and members of the team are available to the Department to expand or elaborate on any area within 

this submission. 

Submission  
Social Justice Ireland has long advocated for reform of the corporation tax system in Ireland and has 

made numerous submissions to the Department in this regard. We welcome moves by the OECD, as 

agreed by G20 members, to agree an Inclusive Framework (IF) and while Ireland was not a signatory 

to the IF, we welcome Minister Paschal Donoghue’s comments following the talks with the US 

Treasury Secretary on the 12th July that Ireland remains “very, very committed to the process”. 

However, given the timeliness and comprehensiveness of this work, it is important that it leads to the 

emergence of a transparent international corporate finance and corporate taxation system where 

multinational firms pay a reasonable and credible effective corporate tax rate. We welcome progress 

towards this over the past year, and the acceptance by the Irish Government that the system needs 

to change albeit that this will result in lower corporate tax revenues to the exchequer in the years to 

come. 

1. Do you have views on the broad policy objectives of the OECD international tax 

proposals?  

We welcome the renewed focus on the international corporate tax system, and particularly in respect 

of this submission, the broad objectives of the OECD proposals which would see a fairer, and more 

transparent, distribution of taxation.  

The context for Ireland’s corporation taxation system and policy has changed dramatically in the last 

couple of years. This is because: 

i. The BEPS process has signalled a greater international focus on the system and the way in 

which some countries and large corporations have exploited the international system for 

some time. 

ii. The BEPS process has also signalled an unwillingness of most countries to continue to tolerate 

the abuses of the international corporate tax system; almost all of them entirely legal abuses, 

but abuses none the less. 

iii. The BEPS process has begun to see greater transparency in the international system and this 

is likely to grow further in the years to come. 

iv. The 2015 national income figures for Ireland highlighted, in a very public international way, 

the fact that the Irish corporate tax system has been, and is being, exploited by a number of 

companies who are strategically managing their international activities and tax affairs via 

Ireland, to the benefit of this country, at least in economic growth terms, but at a cost for 

many other countries.  
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v. Prior to the pandemic, the national income numbers highlighted an entirely unsustainable 

situation. 

vi. The publication of the European Commission’s Apple tax investigation report which, ignoring 

the fine on Apple, as this is not of huge importance to corporate tax structures, simply 

highlighted that it was possible for a large multi-national company to operate out of Ireland 

and use the corporate tax system to record unacceptably low – in fact quite tiny – tax 

liabilities. 

vii. The way in which these National income figures and the Apple report were greeted by our 

fellow European countries. Beyond the short-term stories of airplanes, fines and leprechaun 

economics, they saw these events for what they were; a clear demonstration of the way 

Ireland and its corporate tax system had been used in an unacceptable way to alter tax 

liabilities and undermine the revenue expectations of governments in other parts of the EU 

and beyond. Put simply, this has alienated many countries who are unlikely to tolerate this 

type of behaviour from corporations or countries in the years to come. It’s a case of clear 

reputational damage. 

Overall, the impact of these occurrences has been to fundamentally alter the context of international 

corporate taxation. For Ireland, it simply means that the future of the corporate tax system has shifted 

from being a national policy issue to an issue that sits in a very visible and scrutinised international tax 

and political context. Simply, up to relatively recently, it could be argued that Ireland designed its own 

corporate tax policy; it is clear that that is no longer the case and that any decisions here are now 

resting in a European and international context where our fellow member states will have a very clear 

say in the appropriateness and acceptability of Irish policy decisions in this area. 

2. Are there specific implications for Ireland’s corporation tax regime that would arise 

from adopting and implementing the OECD proposals that require particular 

consideration? What are the benefits and challenges for Ireland? 

Social Justice Ireland believes there is a short-term bubble in corporate tax revenue driven by the 

shifting structures of multinational companies (MNCs) and the way some are using Ireland to manage 

their tax and intellectual property affairs. This is not a sustainable source of revenue; it may last for a 

number of years, but it is a clear issue for the sustainability of the taxation system and the 

sustainability of revenue from it.  

 

As we have persistently pointed out, the amount of tax that many large MNCs are paying is 

unacceptably low. In our pre-Budget submissions over recent years, and in our core analysis and policy 

document the annual Socio-Economic Review, we have called for the establishment of a minimum 

effective tax rate for corporations. This approach works well for high earners (although the design of 

the high earners restriction is far from perfect) and there is no reason it should not work for 

corporations. 

 

Social Justice Ireland is disappointed that a Minimum Effective Rate (MER) of Corporation Tax has not 

been introduced. We have suggested an MER of 6 per cent, and have been surprised at the resistance 

to such a proposal, particularly given that it would only affect companies who are currently availing of 

effective rates lower than that on a regular basis; something that we consider quite unacceptable.  

 

Ireland’s headline rate of 12.5 per cent is low by international standards and means that the extent to 

which the corporate sector contributes to government revenue is far lower than it might otherwise 
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be. Aside from lowering Ireland’s tax to national income ratio, this places an additional burden on 

other areas of revenue generation such as personal income tax and VAT. 

 

While a report from the Department of Finance in 2014 suggested an average effective rate of 

corporation tax of 11.9% on ‘taxable income’, it is unsurprising that the measure is close to the 

headline rate as ‘taxable income’ excludes income removed or offset from taxation through various 

tax breaks. 

 

In practical terms, the provision of tax breaks and exemptions implies that corporations enjoy a 

substantial reduction in their tax liability. Data from Eurostat estimate an implicit corporate tax rate 

on business income of between 6 per cent and 8.6 per cent, although we believe it is likely to be as 

low as 3 per cent for many large corporations while Small and Medium Enterprises (SMEs) pay close 

to 12.5 per cent for the most part. A 2017 report for the C&AG report highlighted similar outcomes. 

 

According to Revenue, “the effective tax rate for companies is always lower than statutory rate due 

to the application of certain reliefs and credits… ‘Tax Due’ as a proportion of taxable income from 

Revenue’s Corporation Tax statistics data provides one of the best estimates of the effective rate of 

CT on the total profits that are subject to Irish tax (An Analysis of Corporation Tax Receipts in 2014-

2015, April 2016)” 

 

However, this approach reduces the denominator (tax base) by deducting tax reliefs from company 

profits. Company profits should be the denominator, and we do not believe that the Revenue 

approach stands up to economic scrutiny. Social Justice Ireland believes that the issue of corporate 

tax contributions is principally one of fairness. Profitable firms with substantial income should make a 

contribution to society rather than pursue various schemes and methods to avoid these contributions. 

 

3. Are there specific features in the design of the Pillar One proposals which, in your 

opinion, may have particular implications for Ireland and our tax policy? 

In 2017, the OECD estimated that revenue forgone under BEPS activity amounted to $100bn to $240bn 

annually1. It is telling that Ireland, Estonia and Hungary were the only three EU countries not to sign 

the statement of support for a new framework of international tax reform earlier this year. However, 

we welcome the Government’s statement of commitment to process. 

The details of the OECD framework are yet to be fully worked through, with the implementation plan 

expected in October 2021. Obviously the change proposed by Pillar One, to reallocate a share of profits 

to where sales or buyers / service users are located will have an impact on Ireland’s corporate tax 

receipts. A 2020 OECD report indicates that the share of Ireland’s statutory corporate income tax (CIT) 

revenue from multinational entities (MNEs) is  67 per cent, the vast majority of which relates to local 

affiliates owned by foreign MNEs2. In fact, Ireland’s proportion of CIT arising from foreign MNEs is the 

highest among all OECD countries.   

Ireland is one of a number of countries in the “Investment Hubs” jurisdiction (along with countries 

such as Bermuda, the Cayman Islands, Jersey and others), which report a relatively high share of profits 

(at 26 per cent) compared to their share of employees (at 3 per cent) and tangible assets (at 14 per 

                                                           
1 Background Brief - Inclusive Framework on BEPS (oecd.org) 
2 Corporate Tax Statistics: Third Edition (oecd.org), page 41. Data as of 2018.  

https://www.oecd.org/tax/beps/background-brief-inclusive-framework-for-beps-implementation.pdf
https://www.oecd.org/tax/tax-policy/corporate-tax-statistics-third-edition.pdf
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cent). The predominant business activity in Investment Hubs jurisdictions relates to holding shares or 

other equity instruments. This can be indicative of corporate tax planning to take advantage of 

favourable rates, although it is also possible that it relates to genuine commercial arrangements. 

Ireland was also among the countries with the lowest effective average rate for R&D in 2020, along 

with the Slovak Republic and Lithuania. Because of the refundable nature of this tax credit in Ireland, 

some MNEs have not just a low effective corporate tax rate, but a negative one. Ireland essentially 

pays these corporations to be here.  

The scope of the Pillar One proposals is to include MNEs with a global turnover above €20 billion and 

profitability above 10 per cent. Exclusions are provided for the extractive and regulated financial 

services industries. According to the Stability Programme Update, published in July 2021, the impact 

of implementing the first pillar proposals is estimated to reduce Ireland’s corporate tax receipts by €2 

billion by 20253. 

This is a significant reduction in revenue, but only if we do nothing else. In successive Country Specific 

Recommendations, the European Commission has urged Ireland to broaden its tax base to safeguard 

against economic shocks such as the 2008 financial crash4.  

Social Justice Ireland has previously proposed a new tax take target set on a per-capita basis; an 

approach which minimises some of the distortionary effects that have emerged in recent years. Our 

target is calculated using CSO population data, ESRI population projections, and CSO and Department 

of Finance data on recent and future nominal overall taxation levels. The target is as follows: 

Ireland’s overall level of taxation should reach a level equivalent to €15,000 per capita in 2017 

terms. This target should increase each year in line with growth in GNI*. 

Table 1 compares our target to the Budget 2021 expectations of the Department of Finance. We also 

calculate the overall tax gap for the economy; the difference between the level of taxation that is 

proposed to be collected and that which would be collected if the Social Justice Ireland target was 

achieved. As part of our calculations, we have adjusted the expected Department of Finance tax take 

to remove an estimate of the windfall short-term corporate taxes the state is currently receiving; 

revenues which are likely to go elsewhere as the broader OECD and EU reforms of corporate taxation 

regimes advances. We have chosen a conservative figure of €4.5billion to make this adjustment. 

In 2021 the overall tax gap is €5.4 billion and the average gap over the period 2019-2021 is €6 billion 

per annum. 

Table 1: Ireland’s Tax Gap, 2019-2021 
 2019 2020 2021 

Tax-take € per capita    
Budget 2021 projection €15,580 €14,683 €15,333 
Social Justice Ireland target €16,642 €16,160 €16,418 
Difference €1,062 €1,477 €1,085 
    
Overall Tax-take €m    
Budget 2021 projection# €76,679m €73,083m €76,931m 
Social Justice Ireland target €81,905m €80,433m €82,374m 
Tax Gap €5,225m €7,349m €5,443m 

                                                           
3 gov.ie - Stability Programme Update 2021 (www.gov.ie) 
4 2020 European Semester: Country Reports | European Commission (europa.eu); 2019-european-semester-
country-report-ireland_en.pdf (europa.eu);  

https://www.gov.ie/en/publication/d3e2f-stability-programme-update-2021/
https://ec.europa.eu/info/publications/2020-european-semester-country-reports_en
https://ec.europa.eu/info/sites/default/files/file_import/2019-european-semester-country-report-ireland_en.pdf
https://ec.europa.eu/info/sites/default/files/file_import/2019-european-semester-country-report-ireland_en.pdf
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Notes: Calculated from Department of Finance (2020a: 58), CSO population data and ESRI population projections 

(Morgenroth, 2018:48). GNI* is assumed to move in line with GNP – as per Department of Finance (2017:49). The Tax Gap is 

calculated as the difference between the Department of Finance projected tax take and that which would be collected if 

total tax receipts were equal to the Social Justice Ireland target. # The tax take has been adjusted to remove €4.5b as a 

conservative estimate of short-term tax revenues from MNCs; targets are calculated post its removal. 

Increasing the overall tax take to this level would require a number of changes to the tax base and the 

current structure of the Irish taxation system. Increasing the overall taxation revenue to meet this new 

target would represent a small overall increase in taxation levels and one which is unlikely to have any 

significant negative impact on the economy. 

In an international context, Ireland is seen as a de facto tax haven, classified by the OECD as an 

Investment Hub jurisdiction on par with countries such as the Cayman Islands, Bermuda, the Isle of 

Man and Jersey. This is reputationally damaging for a country currently holding presidency of the 

Eurogroup. 

4. Pillar Two proposals include agreeing to adopt an Income Inclusion Rule, an Under-

Taxed Payments Rule and a Subject To Tax Rule. Are there any specific features of 

introducing these rules that warrant particular attention with regard to their 

implications for Ireland’s tax code and tax policy? 

Income Inclusion Rule 

The basic tent of this rule is that income of a foreign branch or a controlled entity is capable of being 

taxed at the minimum effective rate of at least 15 per cent if that income was subject to tax at an 

effective rate that is below a minimum rate. 

Under-Taxed Payments Rule (UTPR) 

This is connected to the Income Inclusion Rule, acting as a for low-taxed group companies not 

controlled by a parent company subject to the income inclusion rule. This would ensure that all MNEs 

operating in Ireland are subject to the minimum effective corporation tax. 

Subject To Tax Rule 

This allows source countries to charge a top-up tax in respect of certain types of intragroup payments 

made to other group companies, where the recipient country has a nominal tax rate less than the 

minimum effective corporate tax rate. This rule ranks in priority to the above and is applied on a 

payment-by-payment basis (but may be paid on the basis of an annual return). 

The detail of Pillar Two is yet to be fully fleshed out. The language is certain in respect of what taxes 

are covered, and the revenue threshold of €750 million for MNEs, however it is far less certain about 

how these measures might actually apply, for example, whether deferred tax accounting approaches 

are permissible which could be offset against future gains, reducing overall liability. 

A chapter within the 2016 Report of the Comptroller and Auditor General5 provided a new and 

important insight into corporation tax receipts in Ireland. The report is the first comprehensive 

examination of this area for some time, even though corporation taxes comprise around 15 per cent 

of annual tax revenue. Looking at tax receipts for 2016 it found that there were 44,000 corporate 

taxpayers but that receipts were dominated by “a small number of taxpayers, mainly multi-national 

                                                           
5 Office of the Comptroller and Auditor General (2017): Annual Report 2016, Stationery Press: Dublin. Chapter 
20. 



 

7 
 

enterprises (MNEs)” (2017:289). Noting the fiscal risk associated with this, the report indicated that 

37 per cent of the 2016 corporation tax was paid by the top 10 taxpayers and 70 per cent by the top 

100 taxpaying companies. Four sectors accounted for 84 per cent of the €7.35 billion in revenue 

collected in 2016 and these were: financial and insurance activities (28%); manufacturing including 

pharmaceutical manufacturing (25%); information and communications (17%); and wholesale and 

retail trade (14%). The report noted that the three largest of these are sectors “dominated by MNEs” 

(2017:291).  

Despite a low headline rate (12.5%), to date there has been limited data on the effective rate of 

corporate taxation in Ireland. A report from the Department of Finance in 2014 explored the issue and 

the C&AG provides a more detailed assessment. Using the approach used by the Revenue 

Commissioners to calculate the effective tax rate, tax due as a proportion of taxable income, they 

found an overall effective corporation tax rate of 9.8 per cent in 2016. The effective rate varied 

between sectors and the C&AG findings are summarised in Chart 1. The C&AG findings for the effective 

rate among the top 100 corporate taxpayers, who account for 70 per cent of tax revenue, is 

summarised in Table 2.  

Chart 1: Effective Corporation Tax Rates by Sector in Ireland, 2016 

 

Source: C&AG (2017: 296) 

Note: Effective tax rates can exceed the statutory rate of 12.5% where there is income beyond trading 

profits such as passive income which is charged at 25%. 
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Table 2: Effective Corporate Tax Rates of the Top 100 Taxpayers, 2016 

Effective Rate Number of Companies 

0% or less 8 

Between 0% and 1% 5 

Between 1% and 5% 1 

Between 5% and 10% 7 

Between 10% and 12% 14 

More than 12% 65 

Total 100 

Source: C&AG (2017: 299) 

 

Overall the C&AG report points towards a concentration of corporation tax among a small group of 

multi-national firms and highlights that it is a small number of these firms who are aggressively 

minimising their tax liabilities.  

Social Justice Ireland believes that agreement on a minimum effective rate of corporation tax is a good 

thing. The wording of the Inclusive Framework refers to a minimum effective rate of “at least 15 per 

cent”. We believe that the minimum rate should be set well below the 2020 EU-27 average headline 

rate of 21.5 per cent but above the existing low Irish level.6 A headline rate of 17.5 per cent seems 

appropriate. This reform would simultaneously maintain Ireland’s low corporate tax position and 

provide additional revenues to the exchequer. Based on the C&AG report the impact of such a reform 

would be confined to a small number of firms yet it is likely to raise overall corporate tax revenues. 

Rather than introducing this change overnight, agreement may need to be reached at EU level to 

phase it in over three to five years. Reflecting this, we proposed prior to Budget 2021 that the effective 

rate be adjusted to a minimum of 6 per cent – an opportunity regrettably missed. 

Social Justice Ireland believes that the issue of corporate tax contributions is principally one of fairness. 

Profitable firms with substantial income should make a contribution to society rather than pursue 

various schemes and methods to avoid such contributions. 

In addition, there is a lack of clarity as to how these measures, particularly the UTPR, might be 

implemented. Not all companies are treated equally under the current Irish Tax regime, as detailed 

above, so the exact method of calculating the rate a company is paying in Ireland, and what that means 

in terms of a top up, is critically important.  

5. Are there any specific issues which should be considered in respect to implications 

for the Irish tax code arising from the GILTI, SHIELD and other US corporate tax reform 

proposals, with particular reference to the significance of US MNEs in Ireland? 

The proposed changes to GILTI (Global Intangible Low-Tax Income) are to increase the minimum tax 

rate to 21 per cent from 10.5 per cent; remove the exemption for the first 10 per cent return on foreign 

tangible assets; and calculate taxes on a per-country basis, rather than allowing the grouping of 

taxable income generated in low and high tax countries. This operates in a similar way to the Income 

Inclusion Rule proposed by the OECD Inclusive Framework. 

The introduction of SHIELD (Stopping Harmful Inversions and Ending Low-tax Developments) would 

see US MNEs denied the ability to off-set deductions for payments made to US subsidiaries operating 

in low-tax jurisdictions, similar to the proposed operation of the UTPR proposal above. The proposed 

                                                           
6 Data from Eurostat (2020: 41). 
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rate under SHIELD is the agreed OECD rate, but the absence of such an agreement, the rate will be 21 

per cent.   

Further proposals to develop a framework to overhaul international taxation, made by the Democratic 

Senate Finance Committee7 (the Wyden Framework), also proposes increasing corporate tax rates on 

US MNEs operating outside of the United States. 

These proposals bring the US regimes closer to the BEPS Pillar 2 proposals set out by the Inclusive 

Framework. Social Justice Ireland’s position in respect of Pillar 2 proposals is set out above.  

The 2020 OECD FDI Qualities Assessment of Ireland found that he United States and the United 

Kingdom are the most important export market, at 35 per cent of exports of value added, as well as 

the most important source of imports, at 50 per cent of imports of value added8. Bilateral FDI statistics 

on an immediate country basis indicate that the United States is the largest investor in Ireland but that 

it only accounts for 24 per cent of the inward investment position. However, on a UIC basis, the United 

States dominates inward investment, accounting for 70 per cent of the inward position. This indicates 

that US MNEs invest in Ireland through third countries, including the Netherlands, Luxembourg, and 

offshore financial centres, such as the Cayman Islands and Bermuda (2020:30).  

The United Kingdom and the United States were among the members of the OECD/G20 Inclusive 

Framework on BEPS who joined the Statement on a Two–Pillar Solution to Address the Tax Challenges 

Arising from the Digitalisation of the Economy as of 9 July 2021. In the absence of an agreement on 

the BEPS proposals, the United States is set to impose its own framework for international taxation, 

which could have worse consequences for Ireland than those proposed by the OECD.  

6. Are there specific considerations of particular significance that should be taken into 

account in deciding how any final agreement should be implemented?  

Transparency 

Social Justice Ireland believes that In the interests of transparency and of ensuring that preferential 

treatment is not accorded to any taxpayer, an analysis of some key expenditure variables of companies 

should be carried out. This should be a key component of any changes to the international tax regime. 

Reform the R&D Tax Credit 

In the context of considerations of the future direction of Ireland’s corporate taxation regime, we wish 

to draw attention to another specific policy proposal which we outlined in advance of recent Budgets. 

We believe that this reform which would bring greater fairness and transparency to the Irish corporate 

taxation system and further strengthen the fairness and sustainability of Ireland’s overall taxation 

system. 

 

A tax expenditure for companies engaged in research and development (R&D) was introduced in 1997 

and has been revised and reformed on a number of occasions since. A curious component of the 

current structure is that firms may claim a tax refund on unused R&D credits - i.e. where they have 

not paid tax to cover the refund amount. Such a structure offers opportunities for certain firms to 

further reduce their effective tax rates.  

 

                                                           
7 040121 Overhauling International Taxation.pdf (senate.gov) 
8 OECD (2020), FDI Qualities Assessment of Ireland, www.oecd.org/investment/FDI-Qualities-Assessment-of-
Ireland.pdf.  

https://www.finance.senate.gov/imo/media/doc/040121%20Overhauling%20International%20Taxation.pdf
http://www.oecd.org/investment/FDI-Qualities-Assessment-of-Ireland.pdf
http://www.oecd.org/investment/FDI-Qualities-Assessment-of-Ireland.pdf
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We believe that a reform to this structure is overdue and it should be removed from the structure 

of this tax break. 

 

7. Are there any further considerations that should be taken into account, including in 

respect to Ireland’s wider industrial policy arising from the OECD proposals? 

Ireland’s corporate tax rate is only one area considered by foreign investors. The Department of 

Enterprise, Trade and Employment has identified the following “key areas” to focus on for FDI into the 

future9: 

- Talent 

- Pro-enterprise Policy and attractive business environment 

- Connected world-leading research 

Talent 

Ireland has a highly-skilled, English-speaking, workforce making us attractive to investors from the US 

and UK (as evidenced . At 42.8 per cent in 2020, we had the highest proportion of people aged 15-64 

years with a tertiary education (levels 5 to 8) in the EU, 13.8 percentage points above the EU-27 

average of 29 per cent10.  

Pro-enterprise Policy and attractive business environment 

Our membership of the European Union and Eurozone, our proximity to Europe and the United States 

and our transport and distribution links, particularly direct air connectivity, makes Ireland an attractive 

country with which to do business and act as a gateway to Europe. While the Department of 

Enterprise, Trade and Employment also references our corporate tax rate, it is clear that the landscape 

in this regard is set to change in any event, whether as part of the BEPS process or through unilateral 

changes imposed by the US. 

Connected world-leading research 

Data from the CSO show that, in 2019, enterprises in Ireland spent €3.26 billion in Research and 

Development in 2019 and an estimated €3.39 billion in 202011. This represents an increase of 46 per 

cent between 2015 and 2019. However, according to the 2018-2019 Government Budget Allocations 

for Research and Development (GBARD)12 Ireland lags behind the EU-28 in terms of GBARD as a 

proportion of total Government expenditure.  

Increasing Government funding to support Research and Development would maintain our position 

in respect of R&D without the need for the refundable credit. 

Conclusion 
Ireland is at a precipice when it comes to corporation tax. It would seem that many of the changes 

proposed by the IF will likely be made by the United States in any event, with potentially worse 

consequences for Ireland with its reliance on US and UK FDI. Engaging meaningfully in Pillars 1 and 2 

                                                           
9 Foreign Direct Investment - DETE (enterprise.gov.ie) 
10 Eurostat Database, [edat_lfse_03] 
11 Business Expenditure on Research & Development 2019 - 2020 - CSO - Central Statistics Office 
12 Department of Business, Enterprise and Innovation (2019): The Research and Development Budget (R&D) 
2018-2019, Stationery Press: Dublin. 

https://enterprise.gov.ie/en/What-We-Do/Trade-Investment/Foreign-Direct-Investment-FDI-/
https://www.cso.ie/en/releasesandpublications/er/berd/businessexpenditureonresearchdevelopment2019-2020/
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of the BEPS process could help to improve our reputation from a de facto tax haven to a transparent 

jurisdiction which holds corporates to account to support the economies in which they trade.  
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