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Introduction 

Ibec represents the interests of Irish business including indigenous and inbound 

multinational enterprises, Irish PLCs and SMEs, spanning all sectors of the Irish economy. 

Ibec and its sector associations work with government and policymakers at a national and 

international level to shape business conditions and drive economic growth. Ibec is also a 

member of Business at OECD and BusinessEurope.  

Ibec, as evidenced through its interaction on the OECD BEPS initiatives, is actively 

supportive of international tax initiatives which seek to align profit with economic substance 

and activity worldwide. In addition, Ibec and its members are in favour of initiatives which 

seek to provide business with the tax environment it needs to support growth and 

investment.  

In ongoing discussions about the BEPS process, it is important to ensure that tax policy 

facilitates and supports continued future growth. In this respect, Ibec continues to support 

the 11 principles for taxation of the digital economy set out by Business at OECD (BIAC) in 

January 2019. That is, any agreement must:  

• Be based on long-standing and well-founded underlying principles of international 

taxation including taxation of net income, nexus, permanent establishment, and 

transfer pricing based on the arm’s length standard  

• Not ring-fence the digital economy  

• Respect the Ottawa Taxation Framework principles  

• Be grounded in the concept of value creation  

• Reduce instances of double taxation  

• Be introduced as a comprehensive package  

• Be reflected in model treaties and commentary  

• Provide tax certainty for taxpayers and tax administrations, including strong dispute 

resolution mechanisms  

• Have global agreement  

• Minimize the administrative burden on taxpayers and tax administrations  

• Be developed through inclusive consultation with all businesses and other 

stakeholders  

 

It is vitally important that Ireland takes all necessary actions to continue to provide a 

differentiated value proposition to attract domestic and foreign direct investment in order to 

sustain its economy. In the sections which follow, we will outline the view of Irish business on 

some of the common themes and issues raised in the consultation, with a particular focus on 

the proposals for a global minimum effective tax rate under Pillar Two.  
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Key messages 

1. Ireland’s approach should be contingent on developments: From Ireland’s 

perspective, we fully support the Government’s approach of consulting with 

stakeholders and waiting for further detail before making firm commitments 

concerning our Domestic and Foreign direct investment regime. We also fully support 

the Government’s position that 12.5% should be acknowledged as an acceptable rate 

of tax for countries to take. The statement signed by 134 Inclusive Framework 

members, of July 1, has several significant flaws. However, it does provide an 

opportunity to roll back unilateral measures, avoid damaging uncertainty and reduce 

the risk of tax policy spilling over into other areas of global trade and investment. For 

this reason, Ireland should continue to actively engage with other members of the 

Inclusive Framework to improve upon the statement in the form of a final agreement. 

It is notable that countries have signed up to the statement in spirit but are yet to show 

that they can deliver on that signature in practice. This will not be a straightforward 

process. In addition, the July Statement has left major questions about the design of 

any new regime unanswered until at least October (see Section 1).  

2. If a global agreement is forthcoming Ireland will have to respond in an agile 

manner to ensure Irish-based companies are not disadvantaged: Whilst we have 

misgivings with Pillar 2 which are clearly enunciated, Irish business will respond 

pragmatically to any changes in the international environment. Ibec maintains the 

position that the 12.5% rate is a legitimate tool of transparent and fair competition for 

global investment. However, Ireland must stay close to events in the US and at the 

OECD as they unfold in the coming months, analyse the impact of any legislative 

changes, and be ready to respond quickly and pragmatically. This includes standing 

ready to adjust the regime to ensure that Irish based companies are not 

disadvantaged in their global operations by any agreement on the implementation of 

the Income Inclusion Rule, the Under Taxed Payments Rule and the US SHIELD 

proposals. Any other path would ultimately leave Irish companies exposed to 

significant and unacceptable risk of complexity, uncertainty and penal retaliatory 

measures which would put them at a significant competitive disadvantage versus their  

non-Irish resident peers.   

 

3. Proactive policy reaction can overcome challenges posed by international 

agreement: Ireland has experienced a significant change in the past, with changes to 

both the headline regime and to the base. The core reason we continued to thrive 

despite these changes was radical and concrete action by business and Government. 

The underpinnings of our FDI model are likely to change in the coming years. The 

major economic danger from the current proposals is not the proposed changes 

themselves but any failure to react to those changes by re-imagining our business 

model. We have been clear for several years that we will need to meet this 

competitiveness challenge and ensure all else does not remain equal by investing in 

other growth levers such as improving our tax offering in areas we control and 
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investing in education, digital transformation, innovation, talent and critical 

infrastructure. This will require a ‘whole of Government’ response – which we set out 

in detail in Section 3.   

4. Implementation of any changes must improve on the elements of the regime we 

control: The key advantage of Irelands tax regime in any new dispensation will be 

built on certainty, simplicity and maximising opportunity. This means the 

implementation of changes cannot amount to piecemeal layering of new 

dispensations on top of the existing regime. Any change should be accompanied by a 

significant ‘root and branch’  change in Ireland’s regime. We also believe that Ireland 

should introduce a series of immediate targeted changes in improve our 

attractiveness.  Any moves in the headline regime must be allied with work with the 

Oireachtas to provide cross-party certainty and continued improvements in 

stakeholder consultation along with other certainty enhancing measures. Ensuring our 

value proposition remains attractive will also mean measures such as merging the 

25% non-trading rate with any new headline rate, a review of the current foreign tax 

credit system (including the potential introduction of a participation exemption for 

dividends), dealing with existing complexities in the regime (set out in Section 3) by 

re-writing key legislation rather than layering new provisions on top of the old regime 

and establishing an independent Office of Tax Simplification. 
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1. The risks and benefits from adopting any OECD 

regime  

It is first important to say that Ibec has been supportive of an OECD agreement. This is 

because a multilateral agreement is an improvement on any conceivable alternative – for 

example, unilateral measures. Over recent years, the growth in unilateral and uncoordinated 

changes in the way in which countries tax corporates has introduced growing uncertainty to 

trade and investment globally.  

The 2015 BEPS agreement was a significant success in global tax policy. Ibec fully supports 

its intent and substance when it comes to targeting BEPS activities which undermined fair 

competition. Irish business continues to support the multilateral basis of the BEPS 

programme of work. Tax reform must not be a temporary patchwork of contradictory 

unilateral changes but an overarching international agreement on how to fundamentally 

define where value is created, and substance is held in the value chains of companies. 

The statement signed by 134 Inclusive Framework members, of July 1, has several 

significant flaws. However, it does provide an opportunity to roll back unilateral measures, 

avoid damaging uncertainty and reduce the risk of tax policy spilling over into other areas of 

global trade and investment. For this reason, Ireland should continue to actively engage with 

other members of the Inclusive Framework to improve upon the statement in the form of a 

final agreement. This should be done whilst continuing to maintain the position that the 

12.5% rate is a legitimate tool of transparent and fair competition for global investment. 

Pillar 2 

It is notable that countries have signed up to the statement in spirit but are yet to show that 

they can deliver on that signature in practice. This will not be a straightforward process. 

From Ireland’s perspective, the decision not to make firm commitments until we can see 

what domestic legislatures the other nations can pass, in particular, makes strategic sense. 

On this, we fully support the Government’s approach. 

There are several valid criticisms of the statement of July 1. In previous submissions to the 

OECD, we set out that any agreement on Pillar 2 should both respect the right of smaller 

countries to set their own industrial policy and should be focused on base erosion and profit 

shifting rather than stifling any level of fair and transparent competition for investment. The 

proposed rate of 15% (or more), and the proposal for a move to a country-by-country 

approach means that this standard is unlikely to be met. The statement is a clear one that 

this process is no longer about BEPS solely but also about ending the use of tax as a tool of 

competition for smaller and less naturally advantaged markets. For example – this will 

significantly advantage countries with historically large markets, high levels of capital 

accumulation and other natural advantages such as greater connectivity. As we have 

previously set out, the net result will likely impact how policy in other areas (such as direct 

state supports) are shaped globally.  

Ultimately, whilst these misgivings with Pillar 2 are clearly enunciated, Irish business will 

respond pragmatically to any changes in the international environment. Given the shape of 

the Income Inclusion Rule, the Under Taxed Payments Rule and the US SHIELD proposals, 

then Ireland may ultimately need to sign up to the final OECD agreement. Ireland must stay 
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close to events in the US and OECD as they unfold in the coming months, analyse the 

impact of any legislative changes, and be ready to respond to ensure that Irish-based 

companies are not disadvantaged by those proposals when it comes to their international 

operations. Any other path would ultimately leave Irish based companies exposed to 

significant and unacceptable risk of retaliatory measures. Indeed, this is a clear design 

feature of the UTPR and US SHIELD proposal. 

Pillar 1 

When it comes to Pillar 1 Ibec continues to support the intent of the proposals to better align 

the generation of profit globally and the place in which that profit is taxed. The statement 

moves away from previous blueprints and is likely to narrow the scope of the agreement to 

focus on the largest and most profitable (mainly American) multinationals. However, it also 

loses some of the coherence of the blueprints when it comes to a principle-based approach 

to profit allocation which was underpinned by broad consensus. The new agreement is a 

purely political one without any explicit tax or economic rationale and is, as yet, very light on 

detail when it comes to key areas. 

In our view, even though the risks in such an approach are obvious the statement is another 

step toward a cohesive agreement on this issue. With the correct design Pillar 1 could put an 

end to damaging tax uncertainty globally and ultimately result in a more stable global tax 

environment. This, in turn, would benefit the global business environment.  

On the other hand, the planned tax reallocations will have a fiscal implication for Ireland and 

at a global level will raise tax costs and potentially could affect investment choices. It is also 

important in the long-run that we do not abandon wholesale the long-standing principle 

based methods of understanding where value is created in business globally for the 

purposes of taxation. Pillar 1 should be an end-point to political methods of reallocating 

profits, not a moving target.  

Responding to change 

When reflecting on both Pillars it is worth reflecting on the road Ireland has come. All told, 

these proposals would not mean the end of the Irish business model but a challenge. The 

Irish tax regime has gone through change before. EU membership meant the gradual end of 

the 0% rate on manufacturing exports which existed from 1956-1980. The 10% for 

manufacturing exporters & IFSC from 1980 and 1987 respectively were also ended by EU 

rules. Our current 12.5% headline rate was phased in from 1996 to 2003. We believe this 

proactive approach to addressing these changes must again be evident if we are to 

successfully attract FDI and ensure Irish headquartered companies continue to thrive in 

Ireland. 

 

The last number of years have seen a significant change in the Irish corporate tax landscape 

already. Since 2018 alone we have seen the introduction of Controlled Foreign Company 

Rules, the BEPS Multilateral Instrument, an ATAD compliant Exit Tax, Hybrid Mismatch 

Rules, updated Transfer Pricing rules and Mandatory Disclosure Rules. The coming years 

are also likely to see moves toward implementation of the ATAD Interest Limitation rules, 

Public Country-by-Country Reporting, and the consideration of moving to a territorial tax 

regime. 
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The core reason we continued to thrive despite these changes was radical and concrete 

action by business and Government. In the past decade, in part because of the BEPS 

process, Ireland has moved to be a model of substance with extraordinary levels of 

investment such that the capital stock in our globalised business model has been 

transformative. Ireland has arrived at a new level; the challenge is now one of retention of 

our place as a rich nation as opposed to aspiration. 

 

The underpinnings of our FDI model are likely to change in the coming years. Various 

studies have shown the impact a change in the headline rate of corporation tax could, all 

else equal, have on Ireland’s attractiveness as a location for FDI. But all else will not remain 

equal. We have been clear for several years that we will need to meet this competitiveness 

challenge and ensure all else does not remain equal by investing in other growth levers such 

as improving our tax offering in areas we control and investing in education, digital 

transformation, research and development and critical infrastructure.  
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2. Specific design elements of OECD or US tax 

proposals 

 
The July statement adopted by 134 countries in the IF is a potential first step toward an 

agreement at the OECD with significant progress expected over the coming months and 

indeed out to implementation of many of the main elements in 2023. It is also true to say that 

the July statement was left very vague in order to get the broadest agreement. Key elements 

of the design of the policy changes will now have to be fleshed out. Without that certainty 

businesses and tax authorities cannot plan and in the absence of reasonable timelines for 

planning there will, no doubt, be a rise in unanticipated double-taxation, cross border 

disputes and investment uncertainty. Ibec’s view is that, whatever the final agreement, great 

care must be taken when it comes to implementing the largest change in global taxation in a 

century.  

It would also be helpful if a further and broader public consultation was built into the Inclusive 

Framework’s timetable before the model rules are finalised. This would help overcome some 

of the unintended outcomes which may arise of be unforeseen in a world where business 

models are increasingly diverse. For this reason, ongoing monitoring, consultation and 

action must be built into the process beyond implementation to ensure these can be dealt 

with in a consistent and swift manner 

In the sections which follow, we seek to shine a light on issues that will form part of those 

discussions as the July statement is worked toward an agreement and policy change.  

Pillar 1 issues 

Whilst we welcome the potential for the new Pillar 1 proposals to engender certainty the 

benefits will only accrue, however, if the purpose of the process is clear from first principles. 

The problems to be solved must be framed clearly and concisely. We still have concerns in 

this regard. It is also important that the final agreed solution be straightforward and 

reasonable. This means that the proposals should be administrable and straightforward for 

both companies and tax authorities from the outset.  

Ibec looks forward to the October 2021 statement which we hope will provide additional 

details with regard to administribilty, give certainty on avoidance of double taxation and 

provide guidance on dispute resolution mechanisms. Without this business and revenue 

authorities will be unable to plan for the significant and unprecedented reporting and 

systems changes that these completely new undertakings will require. In addition, there is 

unlikely to be agreement on these proposals in the US Congress until 2022.  

Guidance on these issues must be comprehensive and internationally recognised to avoid a 

growing number of disputes over taxing rights. It is also the case that unilateral measures, 

which have introduced uncertainty and complexity to the international tax system, must be 

withdrawn as a prerequisite to political progress. Furthermore, guardrails should be 

incorporated into the final agreement which prevent a proliferation of unilateral measures in 

the time between agreement and implementation. 

There must also be agreement on some form of binding prevention and resolution measures 

for all disputes, that would be agreed by all countries, as the major changes being 
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contemplated will inevitably lead to disputes.  This must complement current competent 

authority processes that may take too long to resolve 

Finally, if rushed preparation leads to a growing amount of double taxation and tax disputes 

any of the conceived certainty benefits from Pillar 1 will be lost with significant implications 

for business and the global economy. In the context of all these concerns, and despite our 

broad support for Pillar 1, the proposed timeline of a 2023 implementation of the multilateral 

instrument for launch on Amount A seems optimistic. 

Pillar 2 issues 

Complexity 

Notwithstanding our concerns outlined in Section 2, we believe that the agreed GLOBE 

proposal is excessively complex, will be disproportionately burdensome for businesses, and 

will result in an increasing level of tax disputes. Given the concerns we have outlined 

previously, about the evidence base for the need for such a regime in the first instance, we 

have obvious concerns about proportionality. 

The outline in the July statement of an approach based on jurisdictional blending will 

inevitably introduce significant complexity for companies. Notwithstanding the technical 

difficulties which are built into the chosen direction, we believe the IF must look for significant 

ways to simplify and make these rules more administrable for companies and tax authorities 

alike.  

Fundamentally, we believe that the significant complexity of these proposals is driven by a 

lack of a firm principled basis for the introduction of the regime in the first place. In effect, the 

current rules are being designed to retrofit onto a set of complex political demands across 

countries.  

The choice of country-by-country over global blending will in effect create a growing number 

of mini-consolidations for businesses as they internationalise. This would not be common 

practice today and is bound to create a significant unintended consequences. This is 

particularly true for smaller markets. The focus of the proposals should be on using existing 

data which is routinely collected by companies and understood by tax authorities. 

If the final proposals go further than addressing genuine BEPS concerns and rather seek to 

influence the location of genuine economic activity, which is the exercise of guaranteed 

freedoms rather than a wholly artificial arrangement, then it is clear that it will also make the 

passage of underpinning legislation both politically and legally difficult within the European 

Union and elsewhere.  

Our view is that the move toward jurisdictional rather than global blending seeks to impose 

minimum rates of taxation at a country rather than group level and would represent a threat 

to the principle of subsidiarity. The principle of subsidiarity governs the exercise of the EU’s 

competencies. An essential part of this is respecting Member State competence to maintain 

full sovereignty when it comes to decision-making on all taxation matters. The income 

inclusion rule must be carefully designed to only apply to genuine BEPS scenarios if it is to 

be compatible with Articles 49 and 63 of the Treaty on the Functioning of the EU which 

govern the free movement of capital and freedom of establishment.  
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It is not clear from our reading of Pillar 2 proposals in the July statement that the rate (being 

higher than existing headline rates), the approach based on jurisdictional blending or the 

minimal carve-out for substantial activity that the proposals would meet a standard which 

would not leave it open to legal challenge in Europe. 

Parallel implementation 

When it comes to the relationship between the GLOBE proposal and existing rules it is our 

view that some of the rules may also introduce significant complexity if implemented in 

parallel with other, new or existing, rules. This applies to the parallel implementation of 

proposals under Pillar 1 and plans to introduce a minimum tax regime to jurisdictions that 

already have CFC regimes in place. Businesses should not be a party to GLOBE and 

another minimum tax regime concurrently. 

Given the complexity of the proposals, there is also a strong rationale to proceed with this 

strand of work only after the impact of existing BEPS actions, the US GILTI, and any 

changes to nexus and profit allocation, on effective tax rates, have been fully considered and 

assessed.  

Covered taxes 

Our view when it comes to the “common definition” which is to be fleshed out of covered 

taxes is that positive and negative lists could usefully be applied as a concept to Pillar 2. 

This will be necessary given the significant differences between national taxes across 

jurisdictions. Finally, further consideration is required when it comes to cross-jurisdictional 

taxes and the GLOBE tax base. For example, pan European taxes or taxes are used to fund 

the EU directly or indirectly. Clear guidance will be required for both businesses and for tax 

authorities to prevent disputes and mismatches.  

Pre-regime losses and timing 

Other key areas of calculating the ETR are either missing or only referred to vaguely in the 

July statement. Ultimately our view when it comes to the calculation of the effective tax rates 

is that any calculations should be unambiguous, clear, and seek to maximise simplification 

and minimise distortions between countries. Much greater clarity will be needed in October 

on the proposal's treatment of timing differences – the choice between a deferred tax 

accounting approach or an approach based on local tax depreciation. Although leaning 

toward the former approach there is simply not enough detail on the workings to provide 

informed comment. Given the importance of these issues in calculating the ETR for GLOBE, 

there must be significant work applied to these areas over the coming months.  

We also look forward to acknowledgment of losses in the upcoming October statement. This 

was a focus of previous Ibec submissions. For in-regime losses, we had welcomed the 2020 

blueprint approach and welcome for the most part. The treatment of pre-regime losses, 

however, remains unclear. It is our strong view that the treatment of in-regime and pre-

regime losses should be consistent in recognising the long project timelines of capital 

intensive industries. This means that there should be an unlimited carry-forward of pre-

regime losses into the new regime. The acceptance of this position in principle needs to be 

clarified. Otherwise, there will be an inconsistency between companies with different 

business models within the rules.  
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In many jurisdictions, it is also the case that corporate tax returns are filed 18 to 24 months 

after the end of the accounting period.  The filing deadline for the GloBE return should take 

this into account.  To give business enough time to set up the relevant systems to capture 

the relevant data, a longer period for the first reporting would be welcomed. 

Carve-outs and simplification 

In general, the proposals under Pillar 2 tend to disadvantage knowledge-intensive companies 

relative to capital-intensive ones when it comes to the recognition of substance. Given the role 

R&D plays in stimulating innovation and economic growth, it is Ibec’s view that national policy 

should be free to innovate and choose if and how countries incentivise R&D activities. The 

current design of the GloBE rules only accommodates government grants, certain R&D tax 

credits and non-CIT expenditure-based tax incentives implying a judgment as to what is, and 

what is not, a “good” way of incentivising R&D.    

 

In the first instance, the formulaic substance-based carve out fails to recognise the rising role 

of intangibility in business models – across all sectors. We believe a measure of the 

contribution of intangible investments should form part of the calculation. In an era where the 

importance of intangibility is growing this would be consistent with providing similar benefits to 

different types of business models regardless of their investment profile. This could be based 

on either the value of R&D spend in the jurisdiction or consideration for a higher rate of return 

for R&D-related expenditure, for example. As it stands the proposed carve out takes a very 

narrow view of what type of assets might constitute substantial activity. This in turn will 

disadvantage business models in highly productive, research-driven, sectors.  

 

We are strongly of the view that any agreement must be cognisant of the existing work on 

harmful tax practices under BEPS Action 5. As such, ETR exemptions should apply to those 

incentive schemes which have shown to be fully compliant with BEPS Action 5. This applies 

most particularly to regimes with a strong economic rationale such as R&D tax credits, 

accelerated capital allowances, incentives for low carbon or environmental investments and 

BEPS approved patent boxes. These are left without note in the current statement but had 

formed part of the 2020 blueprints.  

 

The R&D tax credit, for example, has been a successful model in encouraging companies to 

invest in R&D and create value in the economy. This has been shown in several studies over 

recent years. Most of these studies relate solely to the concept of input additionality. 

Assessing the input additionalities of R&D tax credits have been the focus of a large amount 

of research in the past decade. The majority of studies find that tax incentives have a 

positive effect in increasing the amount of R&D activity businesses undertake to differing 

degrees.  

 

It is also important to note that the R&D tax credit’s benefits are not limited to R&D 

additionality alone. Taking a narrow view, by looking at input additionality alone, may 

significantly underestimate the economic and societal benefits of incentives. For example, 

schemes have been shown to have positive spillover effects not fully captured by the firm. 

These might include better-trained staff, the diffusion of knowledge, or funding for the higher-

education system – for example. 
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Finally, we also think an MNE group that claims the benefit of the carve-out should not be 
required to make a corresponding and proportional adjustment to the covered taxes.  The 
reasons for this are (a) that this would more appropriately recognize underlying substantive 
activities and (b) that given that the carve-out only approximates the outcomes it is designed 
to achieve, there is a risk that failure to credit the full amount of taxes levied on the income 
could ignore the true tax burden on that income. 
 
Simplifications 

The statement refers only to the implementation framework including “safe harbours and/or 

other mechanisms” for simplification but does not spell out what they were apart from the 

welcome inclusion of a de minimis profit exclusion. To guarantee some level of simplification 

previous proposals for CbC Report ETR safe harbours, a single jurisdictional ETR 

calculation to cover several years, and tax administrative guidance should be returned to as 

optional opt-in elements to the regime. This opt-in should be the decision of the taxpayer 

rather than the tax authorities. They should, however, be introduced together as a package 

to reap the full benefits of simplifications. These rules should be added to in future iterations, 

with a particular focus on narrowing the scope of Pillar 2 to countries that do not currently 

operate fully BEPS compliant regimes.  

It is also the case that clear and consistent coordination rules must be put in place to avoid 

uncertainty in how rules apply across both Pillar 1 and 2 and to ensure that double taxation 

concerns do not increase. It is our view that the income inclusion rule should be the primary 

rule under any minimum taxation proposals, with other rules subordinate or not applicable. 

Otherwise, the introduction of multiple overlapping rules would increase the risk of double 

taxation and disputes and increase the administrative burden.  

US SHIELD 

When it comes to changes in the US regime our primary concern is the impact of the 

SHIELD proposal. This proposal is a brute attempt to force countries that do not adopt a 

Pillar 2 like minimum tax, to penalize their MNCs when they invest in the US.  As it stands it 

could affect outbound investment from Ireland to the US quite significantly. Notably, Irish 

businesses employ over 100,000 workers in the US – thus the impact in both jurisdictions 

would be significant. Were the operations of Irish companies to fall foul of SHIELD it would 

cause significant disruption to their global operations and business model. This must be 

avoided as a priority. 
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3. Future industrial policy 

Ireland’s regime 

 

Ireland is a small, very open, regional economy in a global context. Our growth story over 

recent decades has been synonymous with attracting wave after wave of new foreign direct 

investment to supplement what was, at the outset, a weak capital base. Each wave of FDI 

has seen us move into increasingly complex and higher value areas of production and 

export.  

 

We can see the impact of the substantial MNE activity in Ireland in the fact that multinational 

companies account for one-fifth of Irish private-sector jobs, one-third of wages, two-thirds of 

business Capex and €9 in every €10 of our exports: 

 

- Today Ireland has all of the top 10 global technology companies, 18 of the world’s 

top 25 MedTech companies and 18 of the world’s top 20 Biopharma companies and 

has the highest proportion of high-tech exports in Europe 

- We are the second largest exporter of medical devices in Europe – including leading 

Europe in the export of contact lenses, test kits and diagnostics, pacemakers and 

coming second in the export of orthopaedic products. 

- We are also the second biggest exporter of complex pharmaceutical goods and 

medicines in the EU after Germany – including leading Europe in the export of 

antisera and immunological products and being Europe’s second-largest exporter of 

vaccines 

- Ireland is also the 5th largest exporter of data processing machines in the EU and 

manages half of the world’s leased aircraft fleet. 

- Over 100,000 people in the US and tens of thoursands more globally are employed 

by Irish companies.  

 

While our strategy might shift and adapt over the coming years, this is only natural at our 

phase of development. The key for Ireland, as it has been in the past, is that in response to 

tax, trade and other challenges Ireland reacts proactively to ensure that multinational 

investment of both the Irish headquartered and foreign variety will remain central to the Irish 

growth story. And even though it may not be as central to that story in the future, tax 

competitiveness will still play a role.   
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The last number of years have seen a significant change in the Irish corporate tax landscape 

already. Since 2018 alone we have seen the introduction of Controlled Foreign Company 

Rules, the BEPS Multilateral Instrument, an ATAD compliant Exit Tax, Hybrid Mismatch 

Rules, updated Transfer Pricing rules and Mandatory Disclosure Rules. The coming years 

are also likely to see moves toward implementation of the ATAD Interest Limitation rules, 

Public Country-by-Country Reporting, and the consideration of the moving to a territorial tax 

regime. This is all before we get to broader discussions about the changing international tax 

landscape.  

 

 

 

Paper Source Year Scope of paper Findings and estimated effects 

‘The importance of 

corporation tax in the 

location choice of 

multinational firms-

Part of the Economic 

Impact Assessment of 

Ireland’s Corporation 

Tax Policy’ 

Department 

of Finance 

and ESRI 

2014 Estimated the 

probability of MNEs 

choosing Ireland as a 

location over other 

European countries, 

assuming a change in 

corporate tax rate. 

Considers MNEs’ 

location choices from 

2005-2012. 

MNEs had a 3.12% chance of choosing Ireland as a 

location while the headline tax rate was 12.5%. They 

estimate an increase to a 15% rate would have 

reduced this to a 2.44% chance and an increase to 

17.5% would have reduced this to a 1.98% 

chance, all else constant. 

 

 

Working paper: 

‘Corporate taxation and 

investment of 

multinational firms-

Evidence from firm-level 

data’ 

OECD 2020 Looks at sensitivity of 

MNE investment rates 

to corporate taxation 

across 17 OECD 

members including 

Ireland, with investment 

defined as the change 

in value of fixed assets 

(tangible and intangible) 

between each year for 

2007-2016. 

Preliminary results from the working paper found a 

1% percentage point decrease in the EMTR is 

associated with a fall in MNEs investment rate of 

0.13% points. 

 

 The level of MNE investment sensitivity to the 

corporate tax rate is affected by firm profitability. 

More profitable businesses and loss-making 

businesses’ investment rates were the least affected 

by higher corporation tax rates. 

 

 

Corporate Taxation 

and Foreign Direct 

Investment in EU 

Countries: Policy 

Implications for 

Ireland 

 

ESRI 

Special 

article 

2016 Estimated the 

probability of a new 

foreign affiliate choosing 

a given European 

country to locate in, 

2002-2013 

All else constant, an increase in the headline 

corporate tax rate from 12.5% to 13.5% would be 

associated with a reduced probability of being 

chosen as a location for FDI by 0.4%. FDI from 

outside the EU and from the services sector was 

particularly sensitive to the Irish corporate tax rate. 

For non-EU FDI, a 1 percentage point increase in 

the tax rate was associated with a 4.6% fall in 

probability of being chosen. 

 

Also found that non-tax factors such as R&D 

expenditure, cost competitiveness and sharing a 

common language were important in MNEs 

decisions on where to locate. 
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The recent agreement of 134 countries at the OECD to implement a new global minimum 

effective corporate tax rate would be a significant departure both materially and for our 

global brand. A 15%, or higher, rate would close the competitiveness gap to other EU 

competitors with effective tax rates close to or below 20%, such as Netherlands, Belgium, 

Sweden, Denmark, Switzerland, and Finland.  

 

Various studies have shown the impact this could, all else equal, have on Ireland’s 

attractiveness as a location for investment. But all else will not remain equal. For one, other 

countries such as the US and UK are increasing their headline rates. From an Ibec 

perspective, we have been clear for several years that we will need to meet this 

competitiveness challenge and ensure all else does not remain equal by investing in other 

growth levers such as education, research and development, and critical infrastructure.  

 

There may also be opportunities in this new dispensation. Most notably, a future based on 

global tax competition means that Ireland cannot be undercut. As trends of change and 

higher tax rates play out globally Ireland will maintain key advantages in terms of our record 

of significant tax certainty and competitiveness – no matter what the minimum allowable 

rate. We also have an opportunity to maximise what we have within the construct of a new 

international tax settlement through significant simplification of any new regime rather than 

layering on top of existing provisions and maximising our world-beating R&D tax credit. 
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Policy challenges we need to address to keep Ireland competitive 

 

Challenge 1: Maximise our corporate tax value propsition within any new 

dispensation:  

 

It is crucial, that while it may be too early to address these issues definitively there must be 

an urgent reassessment of Ireland tax attractiveness under any new OECD regime. This 

should include significant simplification of any new regime rather than layering on existing 

provisions. It must also build on our key competence of certainty and competitiveness within 

whatever global regime is agreed. In this respect, Ireland should increasingly consider the 

shape of our tax operating model in order to simplify and provide for investment and location 

decisions. 

 

Policy proposals 

Provide regime certainty: 

• Continue to work for acknowledgement of the 12.5% rate as a legitimate, fair and 

transparent rate at the OECD and in the US.  

• Stand ready to adjust the regime to ensure that Irish based companies are not 

disadvantaged by the Income Inclusion Rule, the Under Taxed Payments Rule and 

the US SHIELD proposals, contingent on the ability of the US and other countries to 

implement any OECD agreement with a higher minimum rate. Any other path would 

ultimately leave Irish companies exposed to significant and unacceptable risk of 

complexity, uncertainty and penal retaliatory measures which would ultimately put 

them at a significant competitive disadvantage versus their  non-Irish resident peers.   

• The Oireachtas should work to provide cross-party certainty. 

• Continue to publish regular corporate tax roadmaps. 

• Improve the Budget Day process by consulting on any changes in advance 

• Put the domestic stakeholder engagement process committed to under the Corporate 

Tax Roadmap on a permanent footing. 

 

Ensure our tax value proposition remains attractive: 

 

• Introduce targeted immediate measures to protect competitiveness along with a 

commitment to ‘root and branch’ simplification rather than overlaying any agreement 

on top of the existing, increasingly complex, regime. 

• Review the current foreign tax credit system. This should include the potential 

introduction of a participation exemption for dividends. 

• Merge the 25% non-trading rate with the headline rate and consider competitiveness 

enhancing changes to the treatment of CGT for corporates and Section 757. 

• Deal with issues where rule overlay has resulted in complexity (for example interest 

deductibility rules, S247 and transfer pricing on domestic transactions).  

• Establish an independent office akin to the Office of Tax Simplification, aligned with 

the UK model.  

• Allow related businesses to compute income tax on a consolidated basis as a single 

entity (‘fiscal unity’), in a manner similar to consolidation for financial reporting 

purposes. 
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• Conduct a broader review of the corporate tax regime to ensure simplicity, certainty, 

and neutrality following a period of significant change.  

 

 

Maximise investment supports: 

 

• Ensure the R&D tax credit meets any standards of ‘refundability’ or other qualification 

to maintain its applicability under any OECD regime.  

• Provide greater certainty around decision-making consistency and broader 

administration for the R&D tax credit. 

• Review Appendix 1 (SI No. 434 /2004) qualifying activities to ensure they keep pace 

with ongoing scientific progress.  

• Remove the €100,000 or 15% limit on qualifying outsourced expenditure to Third 

Level Institutions and the restrictions on outsourcing to related parties.  

• Introduce accelerated capital allowances for advanced manufacturing. 

• Maximise the potential of other investment supports such as capital allowances and 

the KDB within the confines of any new regime. 

 

Offset the impact on SMEs: 

 

• Produce an SME tax roadmap over a three-year time horizon to include changes in 

CGT, EIIS and other tax and non-tax measures. 

• Send a signal of intent to serial entrepreneurs by radically improving the CGT 

entrepreneurs’ relief by removing the lifetime limit on gains, matching the rate with 

future corporate tax rate and expanding the relief to passive investors in areas with 

high growth potential.  

• Improve the EIIS by expanding investment limits, allowing losses for CGT and taxing 

as capital gains rather than income. 

• Introduce a Pro-forma R&D tax credit in line with the recommendations of the OECD 

“Road Map for SME and Entrepreneurship Policy in Ireland”.  
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Challenge 2: Ensure we are leading on technology and highly skilled workers 

 

As the country has grappled with the twin challenges of Brexit and COVID-19 over the last 

two years, innovation capacity and mindset came to the fore in building resilience and 

solving many of the immediate and long-term issues arising from the social, economic, and 

public health impacts of the pandemic. The crisis has also provided great examples of 

businesses and the wider research and innovation ecosystem adapting to challenging and 

rapidly changing circumstances. This may be one of the valuable legacies arising from this 

period that Ireland cannot afford to lose. 

With an unrivalled pace of technological change and an increasingly globally competitive 

environment, there has never been a more urgent need for a talented, enterprising 

workforce, constant innovation in product and services and world-class purpose-driven 

research that attracts investment. All of which needs to be backed by public investment. 

Policy proposals 

Scale public R&D investment 

• Scale public investment for research and innovation by 60% to reach €1.25bn per 

annum, to address HEI core funding, agency-specific programmes, infrastructure, 

and industry-led innovation. 

• Increase the impact of research and innovation investments by building annual, 

targeted metrics and KPIs into the strategy to evaluate the capacity, performance, 

and effectiveness of a broad and dynamic Irish innovation ecosystem. 

• Undertake an international benchmarking exercise to understand how international 

innovation leader countries structure and fund their national innovation system to 

provide evidence for a step change to the overall system. 

 

Implement Governance and Grand challenges reform 

• Develop a sustainable higher education funding model that allows for core funding, 

programmatic funding, infrastructure investment and industry-academia 

collaboration. 

• Initiate a full ecosystem review to create the strategic, overarching framework from 

which all complementary policies and initiatives to support RDI activity in Ireland 

should be linked. 

• Establish an independent advisory committee comprising representatives of all 

stakeholders, including industry, in the innovation system to inform the development 

of policy and its implementation. 

• Focus on a small number of Grand Challenges of strategic importance to Ireland’s 

society and economy to embed a mission approach in the Irish ecosystem. 

 

Encourage private sector innovation 

• Enhance state support for BERD and collaborative activity with HEIs and RPOs. 

• Continually monitor Ireland’s competitors regarding innovation and tax incentives to 

ensure a significant proportion of investment attached to innovation is captured. 
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• Develop specific financial and information resource supports for SMEs to encourage 

their innovation activity. 

• Detailed refinement of the R&D Tax Credit, Knowledge Development Box, and State 

Aid for R&D offering to boost the next wave of innovation opportunities. 

• Develop and sustain an appropriate ecosystem of connected research and 

technology centres. 

Make us a leader for knowledge exchange and intellectual property 

• Ensure the framework conditions exist to support the creation, management and 

exploitation of IP and the protection of IP. 

• Raise awareness of the value of IP assets across the innovation ecosystem, with a 

special focus on entrepreneurs, start-ups and SMEs. 

• Complete ratification of Ireland’s full and active participation in the Unified Patent 

Court. 

Optimise the Innovation Ecosystem  
 

• Establish a new approach to funding innovation capacity and infrastructure in higher 

education institutions that build on the progress made under PRTLI to enable 

institutions to build on their strengths. 

• Introduce specific funding to support Technological Universities and IoTs as regional 

drivers of innovation and to engage with SMEs, MNCs and start-ups on innovation 

training and strategy development. 

• Build a strong high potential start-up pipeline of ambitious and diverse founders with 

a comprehensive suite of financial supports including new feasibility grants and 

additional nonfinancial supports to build connections and capability. 

• Support the localisation of innovation by investing in critical innovation infrastructure 

including a network of innovation districts and centres. 

• Improve the environment for entrepreneurship in Ireland by enhanced tax supports, 

skills and talent supports and mentoring and networking opportunities. 

 

Take full advantage of our international innovation outlook 
 

• Develop a global strategy for Irish research, development, and innovation to help 

businesses and HEIs lead international research and innovation projects.  

• Maximise the opportunities presented by the Shared Island Agenda to support cross 

border research and innovation projects and to connect business with a wider 

innovation ecosystem.  

• Provide support to establish new networks and platforms to create partnerships with 

other EU higher education institutions in preparation for Horizon Europe 

programmes.  

Ensure our income tax system is not a barrier to retaining talent: 

 

• Index the entry point to the higher rate of tax to wages, broaden the tax base and set 

out long-term ‘indexation plus’ targets. In the medium-term, the Government will need 
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to set out a strategy to broaden the income tax base and gradually increase the entry 

point to the top rate of tax in real terms.   

• Reform the operational and reward constraints in Revenue approved share option 

schemes. This would allow them to be more flexible to companies’ reward structures. 

These schemes must be allowed to be linked to performance. 

• The SARP scheme should be extended. The scheme could also be further improved 

by adopting the OECD recommendation to extend the scheme to new hires for SMEs 

and start-ups. 

 

Prioritise investment in education and skills:  

 

• Implement a sustainable long-term funding model for higher education 

• Develop dedicated knowledge and skills exchange programmes between industry 

and academia. 

• Create leadership programmes that deliver immersive innovation training to support 

industry and entrepreneurs to build an innovation culture, teams, and gain insight to 

emerging technologies. 

• Expedite the rollout of the FET College of the Future and develop a long-term funding 

model for lifelong learning 
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Challenge 3: Prepare us for further digital transformation 

 

Ibec welcomes the EU commitment to a sustainable and digital-led recovery, and the 

Programme for Government (June 2020) commitment to a new National Digital Strategy and 

to ensuring Ireland is at the forefront of a digital future and a global leader in Research and 

Innovation (R&I). Digital readiness is essential in ensuring our economic recovery, resilience, 

and societal well-being. Ibec research (2021) indicates that nearly four out of five Irish CEOs 

(79%) agree that being prepared for technological change is a key priority for them in their 

role. Over the next 3 years (2021-2024), increased investment in technology to support 

business changes is seen as being among the top areas of focus by Irish CEOs. We now 

need urgent coordinated Government action to deliver these commitments and ensure the 

full potential of further digital transformation is realised for Ireland in the form of growth, 

quality jobs, better services, and enhanced well-being. 

 

The pandemic has accelerated digital transformation in Ireland and our competitors. Digital 

and data innovation are proven economic enablers. Ireland is a recognised international hub 

for digitally-enabled services. Ireland had made progress; however, gaps and divides exist in 

our relative readiness to access and adopt existing and emerging digital opportunities for 

future growth and well-being. The EIB (2019), while acknowledging the benefits of 

governmental initiatives on digital, note that they “are not fully coordinated between 

government entities and are not embedded in a holistic national digital strategy (NDS).” In 

this context, Ibec is proposing policy recommendations in four areas to the Government 

aimed at prioritising and realising Ireland’s digital opportunity. 

 

Policy proposals 

Lead our digital opportunity. Provide political leadership to prioritise, coordinate and 

realise Ireland’s digital opportunity at EU, national and service levels:  

 

• Establish leadership and whole of government coordination centrally, through the 

Department of An Taoiseach, over the development and implementation of digital 

policy, including a new national digital strategy and digital aspects of national 

economic planning. This 'centralised governance' would support digital policy 

leadership and coherence. We note the National Economic Plan (NEP) commitment 

to “develop and implement a new cross-government Digital Strategy under the 

Cabinet Committee for Economic Recovery and Investment”. Ibec and its members 

are interested in engaging the Government further on this commitment. 

• Establish a centralised advisory digital and data affairs forum, to coordinate 

governmental and non-governmental stakeholders. Deliver and drive a shared vision 

that ensures Ireland is at the forefront of a digital and innovative future. Such fora 

exist in other digital frontrunner countries. 

• Deliver roadmaps on national digital transformation, signal ambition and further 

opportunity for business, public services, and individuals. 

• Embrace Ireland’s role in EU digital regulation and shape evolving EU digital and 

data policy conditions, enable growth and well-being. 
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• Lead on enhanced Government and public services, provide a catalyst for growth. 

Act on the Cruinniú GovTech report recommendations. Address any administrative 

barriers to procurement in digital services, including Cloud. 

 

Safeguard trust in further digital opportunities. Invest further in national cybersecurity 

and data-protection capacities. Data and related regulatory issues are investment 

attractors. Safeguard business, services, and individuals online: 

 

• Ensure national cybersecurity and data protection capabilities are adequately 

resourced and that Ireland plays a strong role internationally in understanding and 

managing evolving cyber threats. 

• Engage, co-ordinate and strengthen our cybersecurity ecosystem. 

• Use trusted data and digital tools to protect public health. 

 

Enable further digital opportunities for government, business, and individuals. 

Support essential 21st-century enterprise infrastructure: 

 

• Promote conditions that further enhance secure connectivity. Accelerate the National 

Broadband Plan. Reconvene the Government Mobile Phone and Broadband 

Taskforce, focus on obstacles to the deployment of telecommunications 

infrastructure. Enable further opportunity and resilience for everyone. 

• Boost national R&D capabilities in digital and data innovation. Position Ireland to 

realise emerging opportunities. Develop our network of Digital Innovation Hubs and 

incubation centres to support enterprise. Build Ireland’s capacity to leverage Digital 

Europe Programme funding. Invest in strategic infrastructure that supports advanced 

manufacturing. 

• Intensify digitally-enabled entrepreneurship, innovation, and absorptive capacity 

across enterprise e.g., manufacturing and supply chains; start-ups and SMEs; 

experience economy; and Fintech. Engage industry in implementing roadmaps on 

Industry 4, Artificial Intelligence, and supporting digital adoption by SMEs. Establish a 

FinTech Forum. Support quality jobs, economic growth, and resilience. 

 

Include everyone in further digital opportunities. Foster digital inclusion, skills, and 

talent necessary for further growth and well-being: 

 

• Deliver and resource a new national literacy numeracy, and digital literacy strategy. 

Promote digital literacy, inclusion, and skills. 

• Invest, promote, and provide access to the necessary digital skills that enable 

organisations, educators, and individuals to engage and succeed in a more 

digitalised Ireland. 

o Invest in digital education capacity. 

o Implement the STEM Education Review Policy Statement and increase 

ambition and resources in the rollout of leaving certificate computing 

curriculum. 
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o Expand provision for technology programmes in higher education. 

o Provide alternative pathways for attaining digital skills, including 

apprenticeships.  

o Refine employment activation measures to facilitate digital upskilling and to 

bridge digital divides. Incentivise lifelong learning. 

• Resource and continue the reform of visa and work permit processes. Attract and 

retain mobile digital talent.  
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                                                     About Ibec 

Ibec is Ireland’s largest lobby group and business representative. 

We campaign for real changes to the policies that matter most to 

business. Policy is shaped by our diverse membership, who are 

home grown, multinational, big and small and employ 70% of the 

private sector workforce in Ireland. With 36 trade associations 

covering a range of industry sectors, 6 offices around Ireland as 

well as an office in Brussels. With over 240 employees, Ibec 

communicates the Irish business voice to key stakeholders at 

home and abroad. Ibec also provides a wide range of 

professional services and management training to members on 

all aspects of human resource management, occupational health 

and safety, employee relations and employment law.  

www.ibec.ie  

@ibec_irl  

Connect with us on LinkedIn     


