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Introduction & Summary 

• The Labour Party welcome this opportunity to contribute to the public consultation 

on the OECD International Tax Proposals. 

• Ireland’s transition from economic isolationism and protectionism towards a new 

focus on foreign direct investment began in the 1950s under Labour Leader, Tánaiste 

& Minister for Industry & Commerce William Norton.  

• The current headline rate of Corporation Tax of 12.5% was introduced by Ruairi 

Quinn TD as Minister for Finance in 1997.  

• Between 2011 and 2016, Labour defended the continuation of the 12.5% rate from 

attack, clear that the State’s recovery from the collapse in the public finances and 

the need to get our people back to work required Ireland to use every means 

available to revive our economy and society and to put our public finances on a 

sound footing.   

• We pro-actively supported the OECD BEPS 1 process in 2014.  

• We note that on 1 July 2021, the OECD Inclusive Framework reached agreement (but 

not unanimous consensus) on key aspects of the two-pillar solution to address tax 

challenges arising from digitalisation and globalisation. 

• We note with concern that Ireland was initially one of only nine OECD countries (out 

of 139 states) and one of four EU countries (with Hungary, Cyprus and Estonia the 

remaining three) who did not commit to significant elements of this major draft 

international agreement to reform the global corporate tax regime. The Labour Party 

called for a national conversation on this issue of primary importance for our 

economy and Ireland’s industrial policy.  

• We do however welcome the Minister for Finance’s statement that he remains 

committed to the process and his stated support for Pillar One which provides for a 

re-allocation of a proportion of tax to the country where the profit is earned. We 

agree with the Minister that this has the potential to "bring stability and certainty to 

the international tax framework1." 

 
1 https://www.reuters.com/business/ireland-declines-back-oecd-corporate-tax-agreement-due-rate-2021-07-01/  

https://www.reuters.com/business/ireland-declines-back-oecd-corporate-tax-agreement-due-rate-2021-07-01/
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• In advance of the October 2021 deadline for finalising the agreement on the two-

pillar approach, the Labour Party is calling on the Minister for Finance to explicitly 

support Pillar Two which will also contribute to bringing stability and certainty to 

Ireland’s corporate tax regime into the future.  

• In line with this position, we once again re-iterate the call made in Labour’s 2020 

general election manifesto for a major review of the sustainability of Ireland’s 

Corporation Tax base2.  

• Reputationally, economically and in the interests of future fiscal sustainability,  

Ireland should not delay any further. We must join the vast majority of EU and OECD 

countries and commit to a new floor, a global minimum effective corporation tax 

rate for multinationals. 

• Ireland has been fairly characterised as a ‘climate laggard’ in terms of our failings in 

respect of meeting our climate targets. The dog in a manger attitude we have 

adopted in relation to corporation tax reform has attracted the label of ‘tax 

laggards’ too.  

• This position jars with the commitment to multilateralism on which Ireland trades 

and which has seen us deservedly secure a coveted place on the UN Security Council 

and attract important solidarity and support from  the EU and the US, for example, 

in respect of Brexit and the protection of the integrity of the Good Friday 

Agreement.    

• Over the last decade the uncovering of a series of tax loopholes and avoidance 

schemes that exploited mismatches between tax and residency laws in Ireland and 

other jurisdictions has critically undermined the affirmative case for our 12.5% rate 

and Ireland’s international reputation, leading directly to the current OECD/BEPS2.0 

process. 

• It is the view of the Labour Party that fully committing to Pillar Two will enhance our 

our international reputation, provide important certainty for companies who wish 

to invest here and will help to put an end to the damaging global race to the bottom 

in corporate taxation rates. In the absence of an international, enforceable 

agreement Ireland is always at risk of being undercut on corporation tax rates, or 

 
2 https://www.labour.ie/assets/files/pdf/labour_manifesto_web.pdf  

https://www.labour.ie/assets/files/pdf/labour_manifesto_web.pdf
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having larger jurisdictions change their taxing rules to target multinational 

corporations.  

• Much has been said in the last few months about the possible breakdown of the 

long running political consensus in this country on the preservation of the 12.5% 

corporation tax regime.  

• Debates around taxation ought to create clear lines of division between political 

parties. The debating of ideas is the essence of our democracy and our national 

discourse.  

• The current rate of 12.5% served a particular purpose at a point in time in Ireland’s 

industrial development. The world, industry and ways of doing business have 

changed beyond all recognition on the last quarter of a century. 

• The COVID-19 crisis and the demands of climate action insist on a new, more 

enlightened and genuinely progressive response to tax reform, questions of global 

fairness and equity and how we provide the resources for better public services.  

• The nature of the debate around corporation tax reform and our excessive reliance 

on a concentrated number of large MNCs in taxation terms which has been brought 

into stark relief in the course of the pandemic demands the creation of a new 

industrial strategy for Ireland. This is long overdue.   

• Pillar Two would also provide the impetus for a new industrial strategy which moves 

beyond our current two-tier economy (as borne out by CSO statistics3) and our over-

reliance on a small number of foreign owned MNCs for the generation of one euro 

in every five recorded in taxation receipts.  

• Uniquely among parties of the left and centre-left, the Labour Party has shown 

throughout its history that it is concerned not just with how the wealth we create is 

distributed, but how it can be generated in the first place.  

• This process should prompt a belated pivot towards a greater and more 

concentrated focus on identifying areas of growth and real innovation for 

indigenous Irish firms, a repurposing of our enterprise agencies and a commitment 

by the State to work with entrepreneurs, academics, researchers and workers to 

 
3 https://www.irishtimes.com/business/economy/cso-numbers-highlight-ireland-s-two-tier-economy-1.4584714  

https://www.irishtimes.com/business/economy/cso-numbers-highlight-ireland-s-two-tier-economy-1.4584714
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build more companies of scale in this country allowing them to become sustainable 

and go global from Ireland.   

• Signing up to Pillar Two would also contribute to long-term fiscal sustainability by 

ensuring that Ireland cannot be undercut in its future tax proposition and allow us 

to focus on addressing serious “infrastructural bottlenecks” which have been 

highlighted by business lobby groups and others as the primary challenge to 

Ireland’s (future) FDI competitiveness.   

• Ireland is an attractive home for FDI for a multiplicity of reasons. Countless expert 

commentators have rightly called into question the centrality of Ireland’s 12.5% rate 

of corporation tax to our future economic success and creation and retention of 

good jobs in MNCs.  

• Our strengths are clear. All of the national and international evidence shows that 

Ireland is a good place to do business. Our highly educated, skilled and adaptable 

workforce is among the most productive in the world. Our membership of the EU 

provides access to the world’s richest market to corporations from across the globe.    

• The Labour Party believes that by committing in full to the OECD process, the 

government will be expressing its confidence in our country’s long-standing 

strategic strengths and will enable the country to continue to grow and develop 

with confidence.  

Labour Position on Ireland’s Industrial Strategy 

• Foreign Direct Investment (FDI) is crucial to Ireland and will remain so. Labour has 

actively shaped Ireland’s industrial strategy over many decades. We will continue to 

promote and develop policies which attract and support inward investment 

requiring that all companies comply with our laws (including on minimum effective 

rates of corporate taxation and respect industrial relations mechanisms of the 

state), treat their workers with respect and dignity and provide them with a decent 

wage and conditions. 

• The transition for Ireland away from its isolationist and protectionist policy began 

under Labour Leader and Tánaiste William Norton in his position as Minister for 
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Industry and Commerce, leading to an opening up to the world and the attraction of 

multinational corporations and foreign direct investment to Ireland4. 

• Labour Finance Minister Ruairi Quinn first announced the move to the 12.5% rate in 

May 19975 which went on to become a hallmark of Ireland’s FDI offering for almost 

a quarter of a century. Labour also worked successfully to defend the 12.5% rate as 

we rebuilt our economy after the 2008 financial crash and destruction of the public 

finances. 

 

Ireland’s Advantages Beyond the 12.5% CT Rate: 

• However, as the architects of the 12.5% corporation tax rate, the Labour Party does 

not have an all-consuming attachment to this arbitrary percentage, and we 

recognise that domestic and international conditions and global post-COVID 19 

imperatives now necessitate a change of approach.  

• We agree with the view of TASC, FEPS and others that “the current international 

corporate tax system was designed more than a century ago and is based on outdated 

principles, which are increasingly out of  sync with today's global and digital economy” 

(Faccio 2021, 106). 

• We have always recognised that a comparatively generous and competitive rate of 

corporation tax does not alone make a sustainable national industrial strategy. 

• Although the 12.5% headline corporation tax rate has contributed to the creation of 

MNC investment, it is by no means a “silver bullet” in terms of Ireland’s FDI offering. 

• Our skilled and educated workforce has long been one of our greatest assets. It was 

greatly enhanced in 1996 when reforms made by Labour Minister for Education 

Niamh Bhreathnach made access to third-level education available and affordable 

to all. Ireland has gone on to achieve one of the highest rates of university 

graduates per population in the EU7. 

 
4 The historical narrative generally is that this development was an exercise commissioned by Seán Lemass and T.K. 
Whitaker. In fact, that exercise was commenced by William Norton when he was Minister for Industry and Commerce. 
5 This was subsequently enacted by Charlie McCreevy, Minister for Finance, as part of the 1998 Budget. 
6 https://brussels.fes.de/fileadmin/public/editorfiles/events/2021/Q2/FEPS_FES_TASC_Policy_Brief_Faccio_0507.pdf  
7 https://www.independent.ie/business/budget/ireland-produces-more-graduates-but-lower-skilled-school-leaversthan-
peers-moodys-data-shows-40280771.html 

https://brussels.fes.de/fileadmin/public/editorfiles/events/2021/Q2/FEPS_FES_TASC_Policy_Brief_Faccio_0507.pdf
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• Similarly, policy changes initiated by the Rainbow Government of 1994-1997 saw a 

step change in terms of how the State actively engaged with enterprise and 

researchers in the innovation and research and development space.  

• According to the OECD Irish workers are among the most productive in the world 

(2019), adding an average of nearly €87 to the value of the economy every hour 

that they work8. 

• Post-Brexit, Ireland’s position as an English-speaking county has clear advantages to 

US firms in terms of doing business in the EU.  We possess a strong talent pool and a 

proven track record as a base for US companies to trade into the EMEA area and 

beyond. Janet Yellen, the US Treasury Secretary, has also noted9 the belief in “the 

US is that Ireland has very strong advantages as a location” beyond our 12.5% rate, 

including our highly educated workforce. 

• Governor of the Central Bank Gabriel Makhlouf speaking in relation to the current 

corporation tax reform challenge for Ireland has similarly noted10, that despite the 

fact that “taxes can be changed fairly regularly…[a firm's] judgments are made 

based on the confidence ... in the quality of the labour force, the quality of the 

government”.  

• The Governor of the Central Bank, CEO of IBEC, and others have also noted11 that 

Irish corporation tax rates have twice changed before because of international tax 

reforms (i.e. EU rules), yet Ireland has continued to thrive despite these changes 

due to long-standing and embedded competitive advantages. 

 

Future Competitiveness Challenges 

• Irrespective of these long-standing strategic strengths Ireland faces numerous 

competitive challenges which are potentially far more significant for FDI and fiscal 

sustainability than any prospective OECD agreement on Pillar Two and/or proposed 

changes to Ireland’s minimum effective global corporation tax rates.  

 
8 https://www.irishtimes.com/business/economy/irish-workers-now-ranked-as-most-productive-in-world-
1.3783173?mode=amp  
9 https://www.ft.com/content/5b3a9a34-6125-4f9a-b329-4b1bba200c48  
10 https://www.politico.eu/article/irish-central-banker-says-country-cope-global-corporate-tax-economy-ireland/  
11https://www.irishtimes.com/business/economy/biden-s-global-corporate-tax-shake-up-an-opportunity-for-ireland-
1.4533030 

https://www.irishtimes.com/business/economy/irish-workers-now-ranked-as-most-productive-in-world-1.3783173?mode=amp
https://www.irishtimes.com/business/economy/irish-workers-now-ranked-as-most-productive-in-world-1.3783173?mode=amp
https://www.ft.com/content/5b3a9a34-6125-4f9a-b329-4b1bba200c48
https://www.politico.eu/article/irish-central-banker-says-country-cope-global-corporate-tax-economy-ireland/
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• We share the view of the European Commission and others12 that the Government 

must urgently remove bottlenecks in housing, critical infrastructure, and public 

services to ensure that Ireland remains competitive and primed for growth. 

• The Labour Party has repeatedly called upon the Government to urgently address 

these pressing competitiveness challenges and to avail of historical low-interest 

rates to invest in critical capital and human infrastructure to embed growth 

potential while reducing our debt burden in proportion to the size of the real 

economy and meet our climate targets. 

• We share the view of the Central Bank, ICTU and others that there is a need to 

broaden the tax base to address permanent current expenditure increases that will 

arise from this investment and to achieve sustainable and balanced long-run 

growth13.  

Overreliance on Highly-Concentrated Corporation Tax Receipts 

• The proposed international changes in global taxation has further underlined the 

State’s overreliance on corporation tax receipts and the overall vulnerability of 

Ireland’s narrow tax base. 

• The Department of Finance’s Annual Taxation Report14 stated “international tax 

reform….is likely to be negative and official forecasts incorporate a €2 billion loss 

relative to the baseline by 2025”. However, the report also notes that this figure 

“may, of course, be higher”. 

• The Irish Fiscal Advisory Council (IFAC) suggest these changes could equate to a €3 

billion loss under one scenario in the most recent Fiscal Assessment Report15. 

• Conversely, Davy16 “expect the fiscal cost will be substantially less than €2bn, 

especially if Ireland eventually raises its corporation tax rate to 15%”. 

 
12 For example, representative groups such as IBEC and the American Chamber of Commerce. For example, see:  

• https://www.independent.ie/business/irish/start-acting-like-a-rich-country-ibec-and-eu-call-for-infrastructure-
38993983.html  

• https://www.amcham.ie/news/news-room/ireland-must-resolve-%E2%80%98infrastructure-
bottlenecks%E2%80%99.aspx 

13 https://www.centralbank.ie/docs/default-source/publications/correspondence/dept-of-finance-correspondence/30-
july-2021-pre-budget-letter-to-minister-for-finance-paschal-donohoe.pdf  
14 https://www.gov.ie/en/publication/1dc69-annual-taxation-report-august-2021/  
15 https://www.fiscalcouncil.ie/fiscal-assessment-report-may-2021/ 
16 https://www.davy.ie/research/public/article.htm?id=ST2_32819_1.xml.htm  

https://www.independent.ie/business/irish/start-acting-like-a-rich-country-ibec-and-eu-call-for-infrastructure-38993983.html
https://www.independent.ie/business/irish/start-acting-like-a-rich-country-ibec-and-eu-call-for-infrastructure-38993983.html
https://www.amcham.ie/news/news-room/ireland-must-resolve-%E2%80%98infrastructure-bottlenecks%E2%80%99.aspx
https://www.amcham.ie/news/news-room/ireland-must-resolve-%E2%80%98infrastructure-bottlenecks%E2%80%99.aspx
https://www.centralbank.ie/docs/default-source/publications/correspondence/dept-of-finance-correspondence/30-july-2021-pre-budget-letter-to-minister-for-finance-paschal-donohoe.pdf
https://www.centralbank.ie/docs/default-source/publications/correspondence/dept-of-finance-correspondence/30-july-2021-pre-budget-letter-to-minister-for-finance-paschal-donohoe.pdf
https://www.gov.ie/en/publication/1dc69-annual-taxation-report-august-2021/
https://www.davy.ie/research/public/article.htm?id=ST2_32819_1.xml.htm
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• Regardless of the precise figure the exchequer is now heavily reliant on corporation 

tax receipts which are highly concentrated “amongst a relatively small number of 

large foreign-owned payers17”. 

• We note that according to the Department of Finance’s most recent Annual Taxation 

Report,“(b)y end-2019, tax receipts had reached €59.3 billion, the highest level ever 

and almost twice the level of mid-2010 (€31.2 billion)”, with corporation tax 

accounting for approximately one euro in every five of taxes collected. 

• Furthermore, we are concerned that “the annual level of corporation tax receipts 

have increased by almost 70 per cent in the last five years” while the share 

attributable to the top-ten firms has also increased (i.e. higher concentration) over 

this period. 

• Specifically, the top 10 largest firms account for just over half the revenue 

generated, while foreign-owned multinational firms paid 82% of all corporation tax 

receipts18. 

• The Labour Party has also noted the repeated warnings of IFAC with regards to this 

increasing reliance on “unsustainable” and “volatile” corporation tax receipts in 

recent years (e.g. IFAC, 201919). This also points to a repeated failure to broaden the 

tax base and provide for a long-term sustainable strategy for fiscal stability as noted 

in0 the Central Bank Governors recent Pre-Budget Letter and IFAC’s 2021 Fiscal 

Assessment. 

• The government’s failure to date to commit to a new agreed effective minimum rate 

and global deal is a tacit acceptance that there has, and continues to be an over-

reliance on unsustainable, volatile and temporary corporation tax receipts.  

• The current and previous government’s respectively have failed to develop an 

alternative strategy despite repeated warnings and the high probability of 

corporation tax reform coming down the tracks. 

• We share the Department of Finance’s concerns that given “the likely reduction in 

corporation tax receipts (in relative terms) over the coming years, the high 

 
17 https://www.gov.ie/en/publication/1dc69-annual-taxation-report-august-2021/  
18 https://www.gov.ie/en/publication/1dc69-annual-taxation-report-august-2021/ 
19 https://www.irishtimes.com/business/economy/up-to-6bn-of-corporate-tax-windfall-may-be-temporary-state-told-
1.4097355  

https://www.gov.ie/en/publication/1dc69-annual-taxation-report-august-2021/
https://www.gov.ie/en/publication/1dc69-annual-taxation-report-august-2021/
https://www.irishtimes.com/business/economy/up-to-6bn-of-corporate-tax-windfall-may-be-temporary-state-told-1.4097355
https://www.irishtimes.com/business/economy/up-to-6bn-of-corporate-tax-windfall-may-be-temporary-state-told-1.4097355
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proportion of aggregate tax receipts collected via corporation tax now represents a 

significant risk to the public finances”.  

• We concur with IFAC’s assessment that “the official budgetary forecasts are poorly 

founded, major policy commitments are not built in, and the promised medium-term 

strategy (had at that stage) not been delivered by the Government”. 

• The Labour Party is concerned that important questions on how to specifically 

address and replace the anticipated reduction in corporation tax receipts still remain 

unanswered. 

• Thus far, despite requests made by way of Parliamentary Questions20, there has 

been no apparent comprehensive updated analysis published by the Department of 

Finance on the potential with regards to the proposed OECD reforms and the impact 

on the exchequer.  

• In preparation for this submission, the Labour Party sought costings and projections 

from the Minister for Finance by way of Parliamentary Questions on the potential 

additional revenue that could be raised from the introduction (on a phased basis) of 

a minimum effective corporation tax rate of 15% in line with OECD’s proposed new 

framework for international tax reform. However, such costings were not made 

available21. 

• The Labour Party is calling on the Government again to urgently publish an updated 

analysis on the potential impact of OECD reforms and re-iterates our call to conduct 

a major review of the sustainability of Ireland’s corporation tax base. 

 

• Questions also remain regarding the Government’s broader industrial strategy and 

its proposed response to the Ireland’s acknowledged over-reliance on a small 

number of foreign-owned MNCs in terms of tax generated. 

• Specifically, many of these firms are inherently footloose and there is a notable risk 

of offshoring (particularly with the shift to more remote working post-COVID).  

 
20 https://www.oireachtas.ie/en/debates/question/2021-04 
21/507/?highlight%5B0%5D=recently&highlight%5B1%5D=enunciated&highlight%5B2%5D=position  
21 https://www.oireachtas.ie/en/debates/question/2021-07-27/376/#pq_376  

https://www.oireachtas.ie/en/debates/question/2021-04%2021/507/?highlight%5B0%5D=recently&highlight%5B1%5D=enunciated&highlight%5B2%5D=position
https://www.oireachtas.ie/en/debates/question/2021-04%2021/507/?highlight%5B0%5D=recently&highlight%5B1%5D=enunciated&highlight%5B2%5D=position
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• Moreover, there has been an increasing over-reliance in terms of corporation tax 

receipts on the onshoring of intangible assets by MNCs (which are temporary, 

transient and do not generate significant employment).  

• For instance, according to the CSO (2020), more than a third of FDI into the Republic 

(equating to some €312 billion), is so-called “phantom” capital, passing through the 

jurisdiction to finance operations elsewhere22.  Similarly, a 2019 IMF study found 

that nearly two-thirds of Ireland’s inward investment is “phantom”. 

• This underlines the broader issues with Ireland’s tax regime (beyond the discussion 

on the 12.5% rate) which allows multinationals and tax accountants and lawyers to 

exploit legal loopholes between different countries, in order to engage in continued 

Base Erosion (i.e. lowering the taxable base in one country) and Profit Shifting (i.e. 

declaring their profits elsewhere). 

• Cases of this nature are likely to come under increased international scrutiny and be 

subject to significant reforms regardless of any changes to our corporation tax rate. 

• It is important to note these kinds of arrangements have created not insignificant 

reputational implications for our country.  

• Ireland, while evidently not meeting the OECD’s definition of a tax haven has 

repeatedly been described as such by high-profile institutions including the EU Tax 

Observatory23, NGOs24 and in numerous independent academic papers25. 

• Moreover, the consequent distortion of Ireland’s GDP figures has an ongoing impact 

on the state’s level of EU funding.  

• Specifically, the size of Ireland's net contribution to the EU’s Budget has increased 

upwards since 2016 thanks in part to the presence on Ireland's books of profits 

registered by MNCs26.  

• Consequently, Ireland has received a significantly lower share of the EU funding from 

the COVID-19 recovery funds and other EU funding streams due to our distorted 

GDP27. This has negative implications for the broader Irish economy, small and 

 
22 https://www.irishtimes.com/business/economy/more-than-a-third-of-irish-fdi-is-phantom-investment-cso-1.4246440  
23 https://www.rte.ie/news/business/2021/0906/1244893-eu-tax-observatory-report/  
24 https://www.oxfamnovib.nl/Files/rapporten/2021/20210215%20Oxfam%20Media%20briefing%20-
%20tax%20havens%20review_.pdf  
25 https://www.sciencedirect.com/science/article/pii/S1090951615000772  
26 https://www.rte.ie/news/europe/2020/1109/1177074-ireland-eu-budget-contribution/  
27 https://www.independent.ie/business/gdp-effect-means-ireland-will-lose-on-eu-aid-donohoe-40100717.html  

https://www.irishtimes.com/business/economy/more-than-a-third-of-irish-fdi-is-phantom-investment-cso-1.4246440
https://www.rte.ie/news/business/2021/0906/1244893-eu-tax-observatory-report/
https://www.oxfamnovib.nl/Files/rapporten/2021/20210215%20Oxfam%20Media%20briefing%20-%20tax%20havens%20review_.pdf
https://www.oxfamnovib.nl/Files/rapporten/2021/20210215%20Oxfam%20Media%20briefing%20-%20tax%20havens%20review_.pdf
https://www.sciencedirect.com/science/article/pii/S1090951615000772
https://www.rte.ie/news/europe/2020/1109/1177074-ireland-eu-budget-contribution/
https://www.independent.ie/business/gdp-effect-means-ireland-will-lose-on-eu-aid-donohoe-40100717.html
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medium-sized businesses and on the availability of resources for the provision of 

public services. 

Moving from a Two-Tier Economy to a New Industrial Strategy. 

• Aside from the proposed international tax reforms, COVID-19 will have long-term 

implications for how the Irish economy functions in the future. It has further 

exposed and exacerbated our two-tier economy between global MNCs and 

domestically-based SMEs 

• For instance, despite one-in-four workers and more than 50% of young people facing 

unemployment in 2020,  Ireland was placed among the fastest growing economies in 

the world and the only country in the EU to record positive growth due to our MNC 

sector.  

• In short, while recorded GDP has soared, the experience of people in the “real” 

domestic economy and especially in locally traded services has been decidedly 

different.   

• Labour believe that for too long the State has put far too much emphasis on a set of 

narrow economic metrics (i.e. GDP) to inform government policy and the 

measurement of ‘success’ at the expense of the overall well-being of our people, the 

quality of our lived environment and the strength of our social capital.  

• Labour’s recent Measuring Quality of Life in Ireland Bill proposes a new and holistic 

way of measuring economic, social and environmental wellbeing and progress to 

address this public policy chasm28. 

• The Labour Party also believe now is the time to fundamentally review how we 

should organise and plan our economy for the next twenty years. 

• We share the view of NERI’s recent report29 by McDonnell (2021) that international 

tax reform “could be a catalyst to force Ireland to finally develop a more rounded 

economic model based on investment in people’s skills, innovation and knowledge 

capacity, alongside a greater focus on public services, well-being, job quality, and 

liveable towns and cities”.   

 
28 https://www.labour.ie/news/2020/11/24/we-must-begin-to-measure-what-really-matters---nash-launches/  
29https://www.nerinstitute.net/sites/default/files/research/2021/NERI%20Report%20Series%20no%2010%20Aug%2021%

20%282%29.pdf  

https://www.labour.ie/news/2020/11/24/we-must-begin-to-measure-what-really-matters---nash-launches/
https://www.nerinstitute.net/sites/default/files/research/2021/NERI%20Report%20Series%20no%2010%20Aug%2021%20%282%29.pdf
https://www.nerinstitute.net/sites/default/files/research/2021/NERI%20Report%20Series%20no%2010%20Aug%2021%20%282%29.pdf
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•  A new industrial strategy for Ireland  must go beyond addressing the distribution of 

the proceeds of economic activity, critical though that is.  

• For too long our national industrial strategy has been arguably overly focused on the 

needs of a few large, predominantly foreign-owned firms with less of an emphasis on 

our domestic enterprises and their potential to innovate, scale-up and export 

products and services that the world needs. This is despite our SME sector 

accounting for 99% of businesses and more than 70% of employment in the country. 

• Where State support have been successfully provided, too often this has resulted in 

the sale of indigenous firms on the cusp of reaching significant scale to international 

investors without any proportionate clawback or return for the State. 

• In short, and despite the excellent work of agencies such as Enterprise Ireland there 

is no concerted, observable and coherent national cross-government strategy to 

identify areas in which Irish enterprise can become world leaders and go global from 

Ireland.  

• If there are to be challenges to our dominant FDI role arising from international 

changes in taxation, which we have stated Ireland should support on ethical, fiscal 

and political grounds, we will need to double down on domestic economic activity 

and embed design and innovation in everything we do. 

• The Labour Party is therefore calling for the development of a cogent new national 

industrial policy to address these issues and ensure balanced regional development. 

• Our goal must be to create an economy successful enough to provide us with the 

resources to fund the climate adaptation and social services our people deserve. 

• In our view, this new industrial strategy should be driven by the state in cooperation 

with entrepreneurs and innovators to tackle the biggest economic and policy 

challenge in our global and domestic history. For example, Irish enterprises need to 

move up the value chain and embrace the technological challenge of growing 

“green” exporting businesses 

• Therefore, such a strategy should aim to identify what it is Ireland can, will and 

needs to excel at considering future opportunities and challenges (e.g. climate 

change).  
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• Consequently, there should be a repurposing and refocusing of investment and 

supporting agencies such as EI and SFI to create a national system of innovation 

aligning with this chosen industrial strategy. For instance, more ‘drivers’ will be 

needed to ensure private enterprises play their part in climate action. 

• We also believe there is space for a new, bespoke corporate taxation offering to 

support and incentivise our SME sector in line with stated national priorities.  

• Labour has previously proposed a lower rate of corporation tax for companies that 

locate to disadvantaged regions of the country30, while corporate income tax rates 

could for example be scaled according to taxable profits to reduce the burden on 

fledging SMEs, similar to the regime in the Netherlands.  

• In sum, we urge the Government to actively respond to this once in a generation 

opportunity to review Ireland’s national industrial strategy. 

Risk versus Benefits 

• The Labour Party recognises that there are clear unknowns around the ultimate fate 

of the proposed OECD reforms. A question hangs over whether or not the US 

Congress will ultimately approve the proposed global tax reform. 

• The OECD project on BEPS budgetary planning will assume a decline in corporation 

tax receipts from 2022 relative to baseline. However, if under Pillar Two Ireland’s 

corporation tax rate rose to 15% there is an expectation that the yield would jump 

by one-fifth. However, no costings or financial projections have been provided in 

response to Parliamentary Questions. 

• It is our view that the potential dangers of non-action and a strategy of delay on our 

part outweighs the risks and imperative to act. 

• Firstly, as a recent EU Tax Observatory (2021) report31 has noted, Ireland’s refusal to 

join a global agreement “does not stand in the way of an effective international 

agreement, because other countries can always choose to collect the taxes that 

(they) choose not to collect”. 

• For example, it cites that “the United States, Germany, or France can always decide 

to tax the profits recorded by their multinationals in Ireland at a minimum rate of 

 
30 https://www.labour.ie/assets/files/pdf/labour_manifesto_web.pdf  
31 https://www.taxobservatory.eu/wp-content/uploads/2021/06/EUTO2021-1.pdf  

https://www.labour.ie/assets/files/pdf/labour_manifesto_web.pdf
https://www.taxobservatory.eu/wp-content/uploads/2021/06/EUTO2021-1.pdf
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25%, thus making the Irish tax rate of 12.5% irrelevant (in the same way as the 

United States, Germany, or France tax individuals on their worldwide income, 

including income subject to no or low taxes abroad)”. 

• In short, it “shows that offering low corporate tax rates is a fundamentally unstable 

development strategy, one that only works as long as other countries choose to 

accept tax competition—and stops to work as soon as they refuse it.” 

• In sum, it would make little sense to retain the fiction of 12.5% if foreign MNCs are 

ordered to repay the difference in terms of the new global minimum rate in their 

own countries (rather than being collected by the Irish Revenue Commissioners). 

• Moreover, the EU Commission has already proposed a digital sales tax that has been 

rejected at EU level but is being implemented by individual countries (e.g. France). If 

a common OECD agreement on global tax reform is not reached, this may result in a 

digital tax war which could have (more) serious repercussions for Ireland.  

• Additionally, regardless of changes to the headline corporation tax rate, the 

imposition of other EU regulatory rules (e.g. the recent EU country-by-country 

reporting directive) may further undermine Ireland’s ability to engage in what can be 

described as tax competition to attract FDI. 

• Furthermore, due to Ireland’s long-standing strategic advantages as a location for 

FDI (i.e. highly educated, English-speaking country with access to EU markets and a 

good business culture), there is also every reason to assess that a new rate of 15% 

will not put jobs at risk, will not overly impact on the pipeline of investment and will 

in fact potentially make up for, if not exceed, the revenue we stand to lose as a 

result of Pillar One, as some research has suggested32. 

• Additionally, as argued by Dr. Jim Charles Stewart33, “protecting the 12.5% tax rate 

as the cornerstone of industrial policy is problematic: for a start, the tax rate has 

never been the key fiscal incentive in practice”. 

• Conversely, any new deal will give valued certainty to firms and will place a legal 

floor under tax competition so we cannot be undercut in terms of the tax 

proposition in the future.  

 
32 https://www.davy.ie/research/public/article.htm?id=ST2_32819_1.xml.htm 
33 https://www.euronews.com/2021/07/16/the-real-reasons-ireland-is-against-a-15-minimum-corporate-tax-rate-view  

https://www.davy.ie/research/public/article.htm?id=ST2_32819_1.xml.htm
https://www.euronews.com/2021/07/16/the-real-reasons-ireland-is-against-a-15-minimum-corporate-tax-rate-view
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• This will enable Ireland to prioritise other more significant challenges to our FDI 

competitiveness, particularly the infrastructural bottlenecks which undermine 

attractiveness to foreign firms and their prospective talent pools.  

• It also necessitates a long-overdue rebalancing away from an over-reliance on a 

small number of foreign-owned MNCs (as the basis of our industrial strategy) to one 

which fosters and supports our indigenous firms and a sustainable domestic 

economy. 

• Finally, it is the Labour Party’s view that a continued failure to proactively engage 

with the Pillar Two process has the potential to significantly damage Ireland’s long-

standing reputation and relationship with strategic partners, especially the EU, the 

US and developing countries (many of whom are deprived of badly-needed revenue 

due to tax avoidance schemes). 

• This may impact on the strength of solidarity offered by strategic partners in other 

areas of national priority, particularly within the context of a post-Brexit 

environment. 

• Failure to act may also have negative implications for future inward investment 

decisions in Ireland, particularly at a time when citizens are increasingly demanding a 

more ethical approach from government and businesses in a post-COVID world. 

• Ireland has already attracted the label of ‘climate laggard’, and now risks earning the 

unwanted reputation of a ‘tax laggard’.  

• In closing, Labour believes that as an open, modern and progressive country with a 

strong history of multilateralism, Ireland should not shy away from inevitable 

international tax reform but instead proactively support Pillar Two and shape the 

process from within.  

• In doing so and given the clear advantages Ireland possesses as an attractive home 

for FDI firms, we are confident that Ireland can and will continue to attract a strong 

pipeline of investment from world-leading multinational corporations.  

• Separately we need to get to work on the development of a new, modern, fit-for-

purpose national industrial strategy in order to create the enterprises and jobs of the 

future, here in Ireland.  

 


