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Introduction
On 1st July 2021 the OECD Inclusive Framework reached agreed a two-pillar solution to 
challenges arising from an increasingly globalised and digitalised economy.1

While the statement published on the 1st July and the Blueprint on which it is built, outlines the 
broad trajectory of a solution, they omit significant elements that must be negotiated prior to any 
final agreement.

In this context and notwithstanding the uncertainty that remains regarding the final form of 
the two-pillar solution, this submission seeks to address the questions raised as part of this 
consultation, from the broad policy objectives of the OECD proposals to the implications these 
proposals may have on the industrial policy of the State.

1  OECD/G20 Base Erosion and Profit Shifting Project, ‘Statement on a Two-Pillar Solution to Address the Tax Challenges Arising from 
the Digitalisation of the Economy’, 1 July 2021, Statement on a Two-Pillar Solution to Address the Tax Challenges Arising From the 
Digitalisation of the Economy – 1 July 2021 (oecd.org)

https://www.oecd.org/tax/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2021.pdf
https://www.oecd.org/tax/beps/statement-on-a-two-pillar-solution-to-address-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2021.pdf
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1. Do you have views on the broad policy objectives of the 
OECD international tax proposals?
The existing framework for international taxation derives from agreements made a century 
ago and is today underpinned by bilateral tax treaties between jurisdictions. This framework is 
based on the principle that a company’s profits should only be taxed where that company has a 
physical presence.

Although intuitive, this principle has its place in the industrial age when business was derived 
primarily from factories and sites where physical goods were produced and then sold.

In the post-industrial age of accelerating globalisation and digitalisation, this principle is 
under increasing strain, with multinationals carrying out significant business activity in market 
jurisdictions in which they have no physical presence or footprint.

Similarly, although some may argue that globalisation has produced winners, it has undoubtedly 
created losers. Global inequalities, deepened by corporate tax avoidance and enabled by an 
unsustainable race to the bottom in tax competition, underline the need for a new consensus on 
how multinationals are taxed to ensure that they pay their fair share.

The ability of states and jurisdictions to generate revenue and ensure stable tax bases is crucial 
to guarantee the security and prosperity of their citizens.

The two-pillar package of measures included in the Inclusive Framework seeks to address these 
challenges and would bring the most significant changes to the international tax system for 
more than a century – taxing the largest and most profitable companies where the users and 
customers of their products and services are located, and establishing a floor on tax competition 
through the introduction of a global minimum corporate tax rate.

Although on 1 July the OECD reached agreement on a two-pillar solution, there are several 
outstanding and crucial elements that must be agreed before a deal is finalised in October 2021.

Notwithstanding the uncertainty surrounding the final form and implementation of the current 
OECD international tax proposals, Sinn Féin supports their broad policy objectives, recognising 
the need to fundamentally reform the international tax framework to reflect the new realities of 
the global economy.

Under Pillar One, the outdated principle of taxing a company based solely on the location of 
its head office will be replaced by taxing a company based also on the location of its users 
and customers. This would be achieved by offering market jurisdictions new taxing rights over 
multinational enterprises, whereby a specified amount of a company’s profits would be allocated 
to market jurisdictions for tax purposes, with the scope and quantum predicated on the turnover 
and profitability of the multinational enterprise and the revenue that enterprise derives from a 
given jurisdiction, respectively.

Without the solution proposed under Pillar One, MNEs would continue to derive significant 
profits from a market without paying any tax there. Accelerating globalisation and digitalisation, 
together with global inequalities exposed and deepened by the COVID-19 pandemic, have 
underscored the need to reform how highly digitalised global businesses are taxed, and to 
ensure that jurisdictions from which they derive significant profits collect tax revenue that reflects 
this activity.

Sinn Féin therefore support the broad policy objectives of Pillar One.
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Under Pillar Two, a floor on tax competition would be established through the introduction of a 
global minimum corporate tax rate. This would be achieved by allowing additional taxes to be 
levied against the foreign profits of multinational enterprises when those profits are taxed at a 
level below the minimum rate in a particular jurisdiction, with the scope and quantum predicated 
on the turnover and profitability of the multinational enterprise and the effective rate levied in the 
low tax jurisdiction.

Pillar Two aims to end the race to the bottom in tax competition - recognising that the race creates 
more losers than winners, distorting competition and undermining the tax base of countries 
and their ability to meet the needs of their citizens. The COVID-19 pandemic has exposed the 
inequalities within and between jurisdictions, and the need to level the playing field and raise 
revenue to promote shared prosperity and reduce inequalities. Pillar Two seeks to respond to 
these needs.

Sinn Féin therefore supports the broad policy objectives of Pillar Two.

However, as the statement published on 1 July makes clear, the ultimate design and implementation 
of Pillar Two remains subject to further work and final agreement.

While supporting the broad policy objectives, Sinn Féin is of the view that a corporate tax rate of 
12.5 percent could be accommodated within the Pillar Two solution as a suitable and effective 
minimum rate.

A central feature of the proposals, the failure of the Government to successfully negotiate a 
minimum rate under Pillar Two that accommodates a domestic corporate tax rate of 12.5 percent 
would have significant ramifications for domestic tax law. 

Furthermore, given the design of Pillar Two under the Inclusive Framework, failure to align with 
the minimum rate, whatever its final form, would have significant consequences under the 
operation of the Income Inclusion Rule, Undertaxed Payment Rule and other US corporate tax 
reform proposals.

Therefore, Sinn Féin recognises that failure on the part of the Government to reach an agreement 
that accommodates the current domestic rate would pose challenges. Notwithstanding the 
uncertainty that still surrounds significant elements of an agreement that is not yet finalised, this 
submission will raise some of those challenges below.
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2. Are there specific implications for Ireland’s corporation 
tax regime that would arise from adopting and 
implementing the OECD proposals that require particular 
attention? What are the challenges and benefits for 
Ireland?
The implications from adopting the OECD proposals are contingent on the final agreement  
reached, with crucial issues remaining outstanding. 

These include the minimum rate to be applied and carve-outs allowed under Pillar Two, the 
percentage of residual profits to be allocated to market jurisdictions under Pillar One, the 
interaction of the proposals with the GILTI regime and other US corporate tax reform proposals, 
and the dispute and resolution mechanisms underpinning the proposals.

Given that such crucial details of design and operation remain open, it is not possible to assess 
the specific implications that would arise were the proposals adopted.

However, there are consequences that may arise that require attention.

For example, the adoption of Pillar One as currently proposed, regardless of the remaining 
details yet to be concluded, would impact domestic corporate tax revenue. The Department of 
Finance have estimated that as a consequence of allocating the residual profits of multinational 
enterprises operating in the State under Pillar One, projected corporation tax revenue would be 
reduced by €2 billion by 2025. 

Notwithstanding this impact, it should be noted that corporation tax revenue is still projected to 
increase by 7 percent by 2025 even with the adoption of Pillar One.2 

The specific implications of adopting the proposals under Pillar Two will be dependent on their 
final form and their interaction with US corporate tax reform proposals such as changes to the 
GILTI regime and the adoption of BEAT.

Open issues such as the minimum rate and its interaction with the current domestic corporate 
tax rate are dependent on the success or failure of the Government during negotiations, with 
different outcomes raising different challenges – some of which are outlined below.

It is clear that the OECD proposals, whatever their final form, require a reorientation of 
industrial policy.

An overreliance on corporation tax receipts, the concentration of foreign-owned multinationals 
as sources of that revenue, and an industrial model that neglects domestic enterprises and 
other factors that are crucial to economic success and competitiveness pose huge challenges 
in the context of inevitable changes to the international tax landscape.

In that context, other factors crucial to economic success and investment, such as the 
provision of childcare and affordable housing, higher education and research, must be 
prioritised in response to the changing landscape.

 

2  Department of Finance, ‘Stability Programme Update’, Table A2, page 60, April 2021, gov.ie - Stability Programme Update 2021 
(www.gov.ie)

https://www.gov.ie/en/publication/d3e2f-stability-programme-update-2021/
https://www.gov.ie/en/publication/d3e2f-stability-programme-update-2021/
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3. Are there any specific features in the design of the Pillar 
One proposals which, in your opinion, may have particular 
implications for Ireland and our tax policy?
Pillar One seeks to reform the manner in which multinational enterprises are taxed in recognition that 
the old orthodoxy, by which it was assumed that the location of a company’s physical presence was 
broadly aligned with the location in which it made sales, is no longer fit for purpose in an increasingly 
digitalised global economy.

Increasingly, highly digitalised global businesses derive significant profits from jurisdictions in which 
they have no physical presence, and consequently, pay little or no tax.

Pillar One seeks to address this through changes to the profit allocation and nexus rules which apply 
to businesses within its scope. It would provide taxing rights to market jurisdictions in which the 
customers and users of these businesses are located.

Companies in scope of the Pillar One solution would be multinational enterprises with global turnover 
in excess of €20 billion and profitability above 10 percent with the threshold of €20 billion halved no 
more than 8 years after the agreement comes into operation, subject to its successful implementation.

Under the Pillar One solution, a new Special Purpose Nexus Rule to ascertain eligibility for allocation 
will allow the allocation of an in-scope company’s profits to a market jurisdiction in which it derives 
revenue of €1 million or more. For smaller jurisdictions that threshold will be €250,000.

For in-scope companies, between 20 and 30 percent of residual profits, defined as profit above 10 
percent, will be allocated to market jurisdictions using the nexus rule.

It should be noted that the proposals agreed on 1 July signal a departure from the Pillar One Blueprint, 
which sought a broader scope with the inclusion of two categories of activities – automated digital 
services and consumer facing businesses3. As a result of the scope defined under the recent 
agreement, it is expected 100 companies would be subject to the Pillar One solution.

Similarly, while the Blueprint did not provide the percentage or definition of residual profits to be 
allocated to eligible market jurisdictions under the revenue-based allocation key, the recent agreement 
arrived at an allocation of between 20 and 30 percent of residual profits above 10 percent.

Pillar One will have significant implications for domestic tax and fiscal policy, with its most immediate 
consequence a reduction in corporation tax receipts subject to its successful implementation. This 
reduction is estimated by the Department of Finance to be €2 billion annually by 2025, amounting to 
approximately 20 percent of corporate tax revenue.4

The amount by which domestic corporation tax revenue is reduced in consequence of Pillar One 
will ultimately depend on the final percentage of residual profits that remains to be agreed under the 
Inclusive Framework.

It is essential that mandatory binding dispute, prevention and resolution mechanisms are developed 
to bring certainty to Pillar One and the manner in which disputes concerning its operation will be 
resolved. Given the importance of simplicity and dispute resolution in the successful administration 
of taxation, the dispute resolution mechanism must be comprehensively developed with sufficient 
resources available to Revenue.

3  OECD, ‘Tax Challenges Arising from Digitalisation – Report on Pillar One Blueprint: Inclusive Framework on BEPS’, October 2020, 2. 
Scope | Tax Challenges Arising from Digitalisation – Report on Pillar One Blueprint : Inclusive Framework on BEPS | OECD iLibrary 
(oecd-ilibrary.org)

4  Department of Finance, Summer Economic Statement, July 2020, page 10, gov.ie - Summer Economic Statement 2021 (www.gov.ie)

https://www.oecd-ilibrary.org/sites/beba0634-en/1/3/2/index.html?itemId=/content/publication/beba0634-en&_csp_=71b32056ea489ac3c26f0ea639f0fb6e&itemIGO=oecd&itemContentType=book
https://www.oecd-ilibrary.org/sites/beba0634-en/1/3/2/index.html?itemId=/content/publication/beba0634-en&_csp_=71b32056ea489ac3c26f0ea639f0fb6e&itemIGO=oecd&itemContentType=book
https://www.oecd-ilibrary.org/sites/beba0634-en/1/3/2/index.html?itemId=/content/publication/beba0634-en&_csp_=71b32056ea489ac3c26f0ea639f0fb6e&itemIGO=oecd&itemContentType=book
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4. Pillar Two proposals include agreeing to adopt an 
Income Inclusion Rule, Under-Taxed Payments Rule and 
a Subject to Tax Rule. Are there any specific features of 
introducing these rules that warrant particular attention 
with regard to their implications for Ireland’s tax code and 
tax policy?
Pillar Two seeks to establish a floor for tax competition through the introduction of a global 
minimum corporate tax rate, and in so doing respond to the scourge of corporate tax avoidance 
and counter an unsustainable race to the bottom in corporate taxation.

The Pillar Two solution proposes the Global anti-Base Erosion, or GloBE, rules to ensure that 
in-scope companies pay an effective level of tax on their profits. The rules include the Subject 
to Tax Rule (STTR), the Switch Over Rule, and two interlocking rules, the Income Inclusion Rule 
(IIR) and the Undertaxed Payment Rule (UTPR).

The primary mechanism to ensure the policy objectives of Pillar Two are achieved is the IIR with 
the UTPR acting as a backstop.

Companies in scope of Pillar Two would be multinational enterprises with revenue exceeding 
€750 million as determined under BEPS Action 13. 

Under the IIR, a top-up tax is paid by the ultimate parent company and collected by the relevant 
tax authority in the jurisdiction in which it is located. The top-up tax is the amount required to 
ensure that the effective tax paid on profits made by its constituent entities in the jurisdictions 
the group operates is no less than the minimum rate.

The UTPR operates as a backstop in instances where the effective rate in a jurisdiction is below 
the minimum rate but the income inclusion rule has not been applied with respect to the ultimate 
parent company, with the UTPR allocating top-up tax under a methodology yet to be finalised.

The GloBE rules will apply on a jurisdictional basis, applying a common definition of covered 
taxes and a tax base determined with reference to financial accounting income under the relevant 
financial accounting standard.

The Income Inclusion Rule and Undertaxed Payment Rule would operate with reference to the 
minimum tax rate, with the precise rate yet to be determined.

Sinn Féin is of the view that a domestic corporate tax rate of 12.5 percent could and should be 
accommodated within the Pillar Two solution as a suitable and effective minimum rate. The failure 
of the Government to successfully negotiate such an accommodation would have significant 
ramifications. 

Given the design of Pillar Two under the Inclusive Framework, failure to align with the minimum 
effective rate, whatever its final form, would have significant consequences under the operation 
of the Income Inclusion Rule, Undertaxed Payment Rule and other US corporate tax reform 
proposals.

For example, where the minimum tax rate to be higher than the effective domestic rate, the 
operation of the IIR and UTPR would result in revenue foregone as the top-up tax would be 
applied and collected in other jurisdictions.
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Separately but not unrelated, in such a circumstance the operation of proposed US corporate tax 
reforms such as SHIELD would impact on the operation of in-scope companies operating both 
domestically and in the United States, with potential consequences with respect to investment 
and business decisions.

The interaction of the IIR and UTPR with the GILTI regime (which operates on a blended basis) 
and proposed US corporate tax reforms requires clarification given the strong presence of 
companies that may be in-scope and operating domestically and in the United States.

The current proposals provide for but do not arrive at a final design of substance-based carve-
outs, with a formulaic approach that would exclude at least 5 percent (at least 7.5 percent in the 
transition period) of the carrying value of payroll and tangible assets.

These proposals provide an explicit connection between the minimum rate and available carve-
outs. Given the existing Research and Development Tax Credit regime and its interaction with 
corporation tax, the application of Pillar Two domestically could have significant consequences 
for that regime and other tax incentives contingent on the outcome of further negotiations in this 
area.

While the current proposals do not reference such incentives in relation to carve-outs, measures 
with respect to research and development may be accommodated under the carve-out proposals 
under discussion. 

In the absence of such an outcome, a significant redesign of research and development incentives 
would be required in pursuit of a new industrial strategy that responds to the challenges posed 
by changes in the international tax environment.
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5. Are there any specific issues which should be 
considered in respect to implications for the Irish tax code 
arising from the GILTI, SHIELD and other US corporate 
tax reform proposals, with particular reference to the 
significance of US MNEs in Ireland?
In April the US Department of Treasury published The Made in America Tax Plan that in part sought 
to respond to a US corporate tax regime that “incentivizes shifting of profits and investments 
abroad – and allows other countries to undercut corporate tax rates (in the United States)”.5 

As already considered, the OECD proposals are likely to impact domestic corporation tax revenue 
and the broader tax environment depending on its final form. If the tax reforms proposed under 
The Made in America Tax Plan became operable, they too would impact the domestic tax and 
business environment. Similar to the OECD proposals, with which they are intimately connected, 
the US corporate tax reform proposals and their final form are subject to similar uncertainty.

These reform proposals include changes to the US Global Intangible Low-Taxed Income, or 
GILTI, regime, which are intimately connected with the operation of the Income Inclusion Rule 
under Pillar One.

These changes include increasing the minimum GILTI tax rate from 10.5 to 21 percent and 
removing the exemption for the first 10 percent return on foreign intangible assets. 

These proposals, independent of their relationship with the OECD proposals, are of increased 
significance given the presence of US multinational enterprises in Ireland.

This connection is recognised at OECD level, with consideration to be given to the conditions 
under which the GILTI regime would coexist with rules under Pillar Two. For example, the US 
proposals include moving to a jurisdictional rather than blended approach as currently exists.

Given the presence of US multinationals in Ireland, the relationship between the GILTI regime 
and income inclusion rule were it operable would require clarification.

The US corporate tax proposals also include replacing the existing BEAT (Base Erosion and Anti-
Abuse Tax) regime with the introduction of SHIELD (Stopping Harmful Inversions and Ending 
Low-Tax Developments). Although details of this regime remain uncertain and are yet to be 
clarified, the regime would operate by denying businesses resident in the United States tax 
deductions were payments are made to a low tax jurisdiction.

Under The Made in America Tax Plan, it is proposed that if a jurisdiction adopts Pillar Two of the 
Inclusive Framework, the SHIELD regime would no longer apply to companies with connected 
entities in that jurisdiction.

Depending on the final form of US corporate tax reform proposals as they navigate their way 
through Congress, decisions in relation to the adoption of rules under Pillar Two could have a 
significant impact on businesses operating in Ireland and the United States.

Without pre-empting the final form these proposals will take, ensuring the proposed GILTI regime 
is aligned with Pillar Two under the Inclusive Framework would bring greater certainty to the 
domestic tax and business environment.

5  U.S. Department of the Treasury, ‘The Made in America Tax Plan’, April 2021, MadeInAmericaTaxPlan_Report.pdf (treasury.gov)

https://home.treasury.gov/system/files/136/MadeInAmericaTaxPlan_Report.pdf
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6. Are there specific considerations of particular importance 
that should be taken into account in deciding how any final 
agreement should be implemented?
It is anticipated that, subject to a final agreement in October 2021, rules will be incorporated into 
law in member jurisdictions in 2022 and will come into effect in 2023.

Implementation of any final agreement under the OECD Inclusive Framework is contingent on 
the details of that agreement, many of which are yet to be finalised.

Many political and technical issues over substance and design are yet to be concluded, such 
as the minimum rate to be applied and carve-outs allowed under Pillar Two, the percentage of 
residual profits to be allocated under Pillar One, and the interaction of OECD proposals with US 
Corporate tax reforms such as changes to the GILTI regime.

Furthermore, failure of the Government to successfully agree a minimum rate that accommodates 
the domestic corporate tax rate of 12.5 percent will pose serious questions with respect to 
implementation of any final agreement.

Notwithstanding these issues, a target of 2023 for full implementation for both Pillars of the 
OECD proposals assumes speedy resolution of all outstanding issues both in terms of substance, 
design and the capacity of member jurisdictions to pass relevant legislation.

This target will prove difficult give the need to remove unilateral measures such as the introduction 
of a Digital Services Tax and for multilateral instruments coordinate the adoption and operation 
of the rules.

Implementation must guarantee coherence, clear dispute and resolution mechanisms and a 
degree of simplicity in the design and operation of Pillars One and Two, and coordination with 
connected regimes such as GILTI to ensure their success.
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7. Are there any further considerations that should be 
taken into account, including in respect to Ireland’s wider 
industrial policy arising from the OECD proposals?
The OECD international tax proposals present a radical departure from current tax landscape 
which, depending on the final form in which they may be implemented, pose significant questions 
of Ireland’s wider industrial strategy.

While the design of Pillars One and Two, such as their accommodation of certain tax incentives 
for research and development, pose immediate challenges, their broader implications underline 
the need for an industrial policy that meets objectives other than tax competitiveness.

This need is not precipitated by the OECD proposals but predates them – with the competitiveness 
of the Irish economy threatened by other factors such as housing and infrastructure, research 
and development and education.

While Foreign Direct Investment has been a key pillar of the State’s industrial strategy for decades, 
the use of corporation tax as a means of attracting investment has been accompanied by the 
failure of successive governments to adequately address or invest in other factors just as crucial.

Regardless of the final outcome of the negotiations under the Inclusive Framework in October, 
the State’s industrial strategy must address these factors urgently so as not to deepen the short 
and medium-term threat posed to the economy.

Key pillars that must form part of a wider industrial strategy so as to maintain the competitiveness 
of the Irish economy include:

 Ü Investment in Research and Development,
 Ü Provision of Affordable and Secure Housing,
 Ü Provision of Affordable Childcare,
 Ü Investment in Education and Life-Long Learning.

A continued failure to address these pillars in conjunction with changes in the international tax 
landscape would further damage the long-run competitiveness of the economy.

For example, in research and development the State languishes behind its peers with Government 
Budget Allocations for Research and Development (GBARD) standing at 0.39 and 0.30 percent 
relative to GNI* and GDP respectively, with the EU15 average standing at 0.64 percent. Gross 
expenditure (public and private) in 2019 as a percentage of GDP stood at 1.88, again below the 
EU average.6

Policy levers to increase research and development, both at the aggregate level and in the 
domestic sector, must adapt in response to the out-working of Pillar Two with respect to R&D 
tax incentives.

Similarly, a chronic undersupply of affordable and secure housing as a result of Government 
policy is “one of the biggest challenges to our competitiveness as an economy”.7  A recent report 
by the National Competitiveness Council found that “the disfunction in the market has spill-over 
effects on private enterprises as firms struggle to recruit skilled labour, and face wage pressures 
as employees demand higher compensation packages in order to afford the cost of living…”8 

6  Department of Enterprise, Trade and Employment, ‘The Research and Development Budget 2019-2022: Government Budget Alloca-
tions for R&D’, June 2021, gov.ie - The R&D Budget 2019-2020 (www.gov.ie)

7  Economic and Social Research Institute, ‘With ‘g’ greater than ‘r’, should we be borrowing to increase Irish housing supply?’, K. 
McQuinn, June 2021, QEC2021SUM_SA_MCQUINN_0.pdf (esri.ie)

8  National Competitiveness Council, ‘Ireland’s Competitiveness Challenge 2020’, September 2020, ireland s competitiveness challenge 
2020.pdf

https://www.gov.ie/en/publication/3d811-the-rd-budget-2019-2020/
https://www.esri.ie/system/files/publications/QEC2021SUM_SA_MCQUINN_0.pdf
http://www.competitiveness.ie/publications/2020/ireland%20s%20competitiveness%20challenge%202020.pdf
http://www.competitiveness.ie/publications/2020/ireland%20s%20competitiveness%20challenge%202020.pdf
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A failure by successive governments to adequately invest in social and affordable housing as 
weakened the competitiveness of the economy and could exacerbate any negative impact arising 
from the OECD proposals without an immediate and radical departure from current policies.

Similarly, unaffordable childcare costs account for a significant proportion of household income 
and act as a barrier to participation in the labour market, undermining economic competitiveness 
and quality of life.

Like other pillars outlined above, immediate and significant action must be taken to address 
these factors so as to maintain the competitiveness of the economy and improve the quality of 
life of citizens. A failure to do so would harm short, medium and long-term economic prospects 
and could exacerbate any negative consequences arising out of the OECD proposals.


