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Response to Consultation on OECD international Tax Proposals 

 

Dear Sir/Madam, 

EY welcomes the publication of the Consultation on the OECD/G20 Inclusive Framework International 

Tax Proposals (“the Consultation”) by the Department of Finance. 

 

About EY  

EY is a global leader in assurance, tax, transaction and advisory services with almost 300,000 people 
based in over 730 offices in 150 countries.  

In EY’s capacity as tax advisors to our large and diverse client base (including large multinationals, 
domestic public limited companies (“PLCs”), small and medium-sized enterprises (“SMEs”) and financial 
services organisations), we assist our clients on a variety of international tax issues. Our work includes 
assisting clients understand the impact of changes to tax law, including change arising from the recent 
OECD BEPS initiative and the ongoing OECD/G20 Inclusive Framework initiative, implementation of the 
European Union (“EU”) Anti-Tax Avoidance Directives, and helping those clients in meeting their tax 
compliance obligations around the world.  

Our clients’ legitimate choices in organising their business activities, acquisitions, and other business 
projects are an important aspect of what we do. Those choices and the tax cost associated with those 
activities will be directly affected by the OECD/G20 Inclusive Framework international tax proposals if 
implemented.  

In particular, a reform of the international tax landscape along the lines envisaged by the Two-Pillar 
Solution released by the OECD/G20 Inclusive Framework on 1 July 2021 would have significant non-tax 
implications. These would include revisiting business operating models in light of the different 
geographical incidence of taxation, accounting and systems implications of these revised models, and 
not least the additional record-keeping and disclosure obligations likely to flow from such reform. Again, 
we regularly advise our clients on such business organisation, accounting and system change issues. 

We are therefore well placed to comment on the relevant issues and welcome the opportunity to 
comment further on the Consultation in line with our participation in other public consultations on the 
OECD/G20 Inclusive Framework process. 
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Background 

 

The Statement on a Two-Pillar Solution (“The Statement”) that is the subject of this consultation is the 
latest stage of the OECD’s efforts to secure a consensus on the tax challenges from digitalisation of the 
economy.  

The Statement has a 2023 implementation date. This appears extremely ambitious: 

• Many elements of the Statement and remaining issues yet to be resolved will require technical 
analysis and discussion. 

• Experience with the existing multilateral instrument illustrate that the adoption and 
implementation of such an instrument may require a longer timeline. 

• The development of model legislation may take some time, after which national legislatures will 
require time for implementation into domestic law. 

• In an EU context the requirement for a Directive will add complexity to the domestic law process 
for Member States. 
 

Certainty is key due to the significant implications of the proposals for exchequer returns and the tax 
costs and compliance obligations for business. 

On 1 July, 2021 the OECD/G20 Inclusive Framework reached political agreement, but not consensus on 
certain key aspects of the Two-Pillar Solution to address tax challenges arising from digitalisation and 
globalisation. At this stage over 130 countries, representing more than 90% of global GDP, have given 
their political agreement. 

That political agreement is based on the Statement issued by the OECD/G20 Inclusive Framework on 1 
July, 2021. That Statement provided a framework for the Two-Pillar Solution and therefore significant 
work is necessary on the detailed design of model rules to facilitate a final agreement which is capable 
of implementation around the world. We note that the Statement involves proposals which are very 
different to the previous proposals for a Two-Pillar Solution. 

We urge publication of the draft model rules and commentary at the earliest possible date to reduce the 
current uncertainty impacting the investment climate. 

Implementation will be complex since most countries require tax-raising measures to be under the 
sovereign control of the country’s parliament (with its own dynamics for timing), whilst the current OECD 
Model Tax Treaty contains a number of provisions which are prima facie incompatible with the Two-Pillar 
Solution, and for a variety of reasons EU implementation may require a Directive. 

The work on detailed design since the release of the Statement has not involved publication of draft 
model rules or other public consultation, nor have modalities of implementation been published1. Of 
necessity, our comments on the questions raised in the Consultation are limited by those facts.   

 

  

 
1 At least not beyond the reference that Amount A will require a multilateral instrument 
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Responses to Questions in the Consultation 

 
1. Do you have views on the broad policy objectives of the OECD international tax proposals? 
 
The OECD in formulating these proposals asserts 2 two root problems with the existing framework for 
taxing multinational enterprises (“MNEs”), namely (a) the requirement for physical presence for a foreign 
enterprise to be subject to local corporate income tax, and (b) the fact that most countries do not 
generally tax the foreign business income of their MNEs, allowing such income to only be taxed where 
earned. The OECD has also noted that the growth of intangibles, and increased mobility of profits, 
coupled with competition from jurisdictions with low or zero tax regimes means that some profits of 
MNEs may not incur significant tax3. 
 
The OECD goes on to identify4 real-world phenomena which it sees as having arisen from these issues, 
such as:: 
 

• Proliferation of unilateral measures, such as digital service taxes (“DSTs”), with the prospect of 
retaliatory tariffs, 

• Risk of trade wars, reduced cross-border trade, increased investment uncertainty, and ultimately 
impaired prospects of economic recovery from the pandemic-induced global downturn. 

 
The OECD’s Two Pillar Solution seeks to address these problems with the following prescription: 
 

• Pillar One, being a ‘modernisation’ of nexus and revenue sourcing rules: 
o Re-allocation in favour of market jurisdictions of 20% to 30% of residual profit 
o Enhanced dispute prevention and dispute resolution measures 
o Standstill and rollback of existing DSTs etc. 

• Pillar Two, being a minimum tax on corporate profit, putting a floor on competition: 
o Income Inclusion Rule (“IIR”) being a top-up tax to be imposed under domestic law at 

the level of the ultimate parent 
o Under-taxed Payments Rule (“UTPR”) also being a top-up tax but to be imposed by the 

paying jurisdiction where the low-taxed recipient is not subject to the IRR (the IIR and 
UTPR together being the Global anti-Base Erosion (“GloBE”) rules) 

o Subject to Tax Rule (“STTR”) a treaty-based rule that is separate from the GloBE and 
effectively authorizes the source jurisdiction to levy withholding tax on certain under-
taxed payments. 

 
It is beyond dispute that at a political level many countries are frustrated with the current situation, and 
with their inability to tax foreign-based digital operators in spite of significant virtual presence in-territory.   
This political frustration in market countries seems unlikely to abate even with assurances that the digital 
operators are normally taxed in the countries in which they are based. 
 
Given the role of tax policy in Ireland’s competitiveness, it is understandable that Irish policymakers will 
want to have a clearer picture of the limits of acceptable tax competition in the future landscape. Other 
countries also use their sovereignty to frame their tax systems in a manner that best suits their interests, 
including from a tax competition perspective. This new concept of a “floor on competition” involves a real 
shift from a previous view, supported by a large body of economic literature, that fair competition is 

 
2 See https://www.oecd.org/tax/beps/brochure-addressing-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-
2021.pdf; p9 
3 We note that the ongoing implementation of actions arising from the original OECD BEPS action plan is aimed at addressing 
those challenges. 
4 https://www.oecd.org/tax/beps/brochure-addressing-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-

2021.pdf; p9 

https://www.oecd.org/tax/beps/brochure-addressing-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2021.pdf
https://www.oecd.org/tax/beps/brochure-addressing-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2021.pdf
https://www.oecd.org/tax/beps/brochure-addressing-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2021.pdf
https://www.oecd.org/tax/beps/brochure-addressing-the-tax-challenges-arising-from-the-digitalisation-of-the-economy-july-2021.pdf
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healthy in encouraging growth including innovation. Tax competition was acceptable unless it had 
‘harmful’ features, or perhaps was in some sense ‘preferential’. The Two-Pillar Solution is not an end to 
tax competition, but the final proposals will need to include an implicit or explicit recognition of what is 
acceptable. 
 
International actions taken since 2015 under the leadership of the OECD have already sought to 
address numerous types of avoidance activity, including (through the modernization of the arm’s length 
principle) the limitation of the possibility of allocating profits to entities not having the physical substance 
to earn those profits. On the one hand these actions have stopped short of directly tackling the root 
problems cited by OECD in 2021, while on the other some commentators believe that insufficient time 
has been allowed to evaluate the success of reforms since 2015. The increased proliferation of digital 
taxes has created significant cost and uncertainty for business. 
 
It therefore seems appropriate to seek resolution through a global consensus so that stakeholders can 
move on from some of these objections. In short, we welcome efforts to achieve a sustainable solution 
which provides certainty for business and reduces global trade tensions. 

Ireland’s desire is for a comprehensive, sustainable and equitable agreement on the international tax 
rules and has been and continues to be committed to this process. As a small country globally, it has 
consistently cited its perspective that any agreement should facilitate healthy and fair tax competition as 
a legitimate lever for growth and innovation.5 The world is currently enduring a global crisis due to the 
COVID-19 pandemic. As a result, the need for pro-growth tax policies is particularly acute. The OECD 
has in the past said that corporate income taxes are the most harmful for growth as they discourage the 
activities of firms that are most important for growth: investment in capital and productivity 
improvements. Uncertainty remains high, confidence is fragile, and recovery is not guaranteed.   
 
 
2. Are there specific implications for Ireland’s corporation tax regime that would arise from 

adopting and implementing the OECD proposals that require particular consideration? What 
are the benefits and challenges for Ireland? 

 
The high-level proposals contain insufficient detail to assess the specific implications, benefits and 
challenges that might arise from adopting and implementing the OECD/G20 Inclusive Framework 
proposals. While the Minister for Finance was right to pause and take stock of stakeholder views it will 
be necessary to engage further once more detailed proposals have been published. There will 
undoubtedly be aspects which only become known as the proposals develop or after publication of 
detailed rules. In turn, Ireland’s policy stance will also develop, not only in response to this detail, but 
also in light of its existing tax legislative framework and political preferences.   
 
The proposed Two-Pillar Solution raises a number of questions, the answers to which will be key to 
assessing the potential implications for the Irish corporation tax regime: 

• How will the tax base under Pillar Two compare with the existing Irish corporation tax base (for 
example as to interest deductions, capital allowances, R&D credits etc.)?  

• Can any changes to the Irish regime associated with adoption of Pillar Two exclude taxpayers 
who fall below the scope thresholds6? 

 
5 gov.ie - Speech by Minister for Finance, Paschal Donohoe TD, to Virtual Seminar on International Taxation with the Department 
of Finance (www.gov.ie) 
6 The impact of tax increases on such businesses as they navigate the challenges of Brexit and the pandemic would require 
detailed evaluation. 

https://www.gov.ie/en/speech/3dc0d-speech-by-minister-for-finance-paschal-donohoe-td-to-virtual-seminar-on-international-taxation-with-the-department-of-finance/
https://www.gov.ie/en/speech/3dc0d-speech-by-minister-for-finance-paschal-donohoe-td-to-virtual-seminar-on-international-taxation-with-the-department-of-finance/
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• How would the IIR interact with domestic provisions setting the tax rate and base? Might it 
replace them or overlay them? If the latter, then how much change to those domestic provisions 
is necessary or desirable? 

• What impact will these changes have on Ireland’s competitiveness, and are mitigating measures 
available both within the tax regime and through other incentives? 

• What measures will be necessary to provide relief for Pillar One tax borne by an Irish taxpayer in 
another market? Will local entity financial statements affect the computation of such relief? How 
will this align with existing objectives to simplify Schedule 24 or move to a territorial tax system? 

• What approach will Ireland take towards outbound payments subject to the UTPR? How will this 
interact with existing provisions, e.g. Section 130 TCA7 1997, and rules providing for withholding 
taxes on outbound payments? 

• What approach will Ireland take towards inbound payments that have been subject to the UTPR 
(or a similar rule)?8  

• The proposals call for all changes in all countries to become effective in 2023.  Does this mean 
Irish domestic legislation in Finance Act 2022?  How will Ireland respond to varying rates of 
implementation by other countries? 

 
The challenges of implementing the OECD/G20 Inclusive Framework proposals may be exacerbated 
due to the ambitious implementation timeline taking into account the complexity of the issues concerned 
and the scale of the task required to integrate those rules into Irish law.  
 
It is acknowledged that participation in any final consensus will have important implications for 
preserving Ireland’s reputation as a leading business location. Furthermore, participation may have 
benefits in turning off certain adverse implications for businesses associated with the UTPR9.  
 
 
3. Are there specific features in the design of the Pillar One proposals which, in your opinion, 

may have particular implications for Ireland and our tax policy? 
 
We note that key elements of the Pillar One proposals which are still to be addressed include: 
 

• Revenue sourcing rules 

• Double tax elimination 

• Tax certainty mechanisms, and 

• Coordination of the new rules with the roll back of various unilateral measures. 
 
We believe further consultation will be necessary once more specific design features are known, in 
particular the source rules for allocating the tax base to market jurisdictions and the marketing and 
distribution profits safe harbour. However, some initial comments are outlined below. 
 
Given the profile of Irish corporation tax receipts, it is reasonable to anticipate that the allocation of 20%-
30% of residual profit (defined in excess of 10% of revenue) to market jurisdictions may result in the 
attribution of significant profits away from Ireland to market jurisdictions. Ireland will need to consider 
how best to eliminate double taxation. Given the relatively low threshold for local taxation (€1m euro 
revenue - €250,000 for lower GDP jurisdictions) the relative merit of an exemption system for foreign 
profits over Ireland’s existing worldwide system should be examined. We recommend that urgent 
consideration is given to this matter in light of OECD/G20 Inclusive Framework proposals. 

 
7 Taxes Consolidation Act 
8 Please refer to our later comment as to the importance of ensuring that the implementation of any final Two-Pillar Solution is 
consistent with the intended rule ordering such that the UTPR should not be applied as a type of source taxation where the payee 
regime meets the minimum rate and/or IIR criteria. 
9 We note that the US administration’s SHIELD proposals contained elements which would penalise activity with entities located in 
countries who are outside any final agreement. 
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Tax certainty is of critical importance. We note that an elective binding dispute resolution mechanism for 
issues related to Amount A is to be considered for certain developing countries that have no or low 
levels of MAP disputes. Given the uncertainties likely to arise under any major reform of international 
taxation it is unclear if such a non-binding mechanism, predicated on the basis of a previous track record 
under an established system of rules, is appropriate or sufficient to avoid double taxation. We note that 
binding dispute resolution does not appear to extend beyond Amount A issues. 
 
As a principal jurisdiction likely to be ceding tax base to market jurisdictions it will be essential that not 
only digital service taxes but also ‘other relevant similar measures’ be removed. Any agreement should 
comprehensively define what is meant by these taxes to provide clarity on the relevant existing taxes 
that are to be removed and to ensure no new unilateral measures achieving the same objective can be 
introduced for any companies (whether within scope of Pillar One or not). There should be a binding 
commitment not to introduce future unilateral measures. 
 
As the incidence of disputes across multiple jurisdictions seeking a new allocation of tax base increases, 
Irish Revenue dispute resolution resources will need to be scaled up to robustly defend the allocation of 
taxing rights (with knock on Irish exchequer consequences as a result of tax credits or exemptions). 
 
The proposal to allow MNEs to manage tax compliance through a single entity will raise tax 
administration challenges for Irish Revenue, both from the perspective of coordinating and facilitating 
cross-border returns for Irish taxpayers and ensuring compliance by foreign companies operating in 
Ireland. 
 
We note that the Pillar One proposals will apply to multinational enterprises with a global turnover above 
20 billion euro and profitability above 10%. This turnover threshold is to be halved to 10 billion euro 
‘contingent on successful implementation including of tax certainty on Amount A’. This review will begin 7 
years after the agreement comes into force. It is unclear how the success or otherwise of this review will 
be measured, how it will be attributed to the OECD/G20 Inclusive Framework proposals as distinct from 
the ongoing adoption of the 2015 BEPS recommendations or other measures or whether the OECD/G20 
Inclusive Framework proposals will have had sufficient time to have ‘bedded down’ so as to enable 
meaningful conclusions to be reached relatively soon after these OECD/G20 Inclusive Framework 
proposals may have been implemented. 

 
 

4. Pillar Two proposals include agreeing to adopt an Income Inclusion Rule, an Under-Taxed 
Payments Rule and a Subject To Tax Rule. Are there any specific features of introducing 
these rules that warrant particular attention with regard to their implications for Ireland’s tax 
code and tax policy? 

 
Once again, further detail on the specific proposals is required to provide comprehensive observations. 
 
The proposals refer to a minimum effective rate of ‘at least 15%’ but the actual rate has not been set nor 
have the rules for calculating the effective tax rate been outlined. Nevertheless, given Ireland’s nominal 
12.5% rate of corporation tax on trading income, the higher this minimum rate is set, the greater the 
concern that profits generated in Ireland will be subject to the IIR or the UTPR.  
 
We observe that the proposals are for a common approach and that there is no obligation on the 
OECD/G20 Inclusive Framework members to adopt either of the above rules. The Pillar Two proposal is 
that the above rules will apply to MNEs that meet the 750 million euro threshold as determined under 
country by country reporting rules. However, countries are free to apply the IIR to their headquartered 
MNEs even if they do not meet this threshold, thus increasing the potential scope of the rule 
significantly.   
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To the extent that common rules are adopted this will introduce a level of consistency. Cognizance of 
these and similar rules will be important for specific tax policies. The Irish corporation tax regime is very 
transparent and material differences between Irish effective and nominal rates less pronounced than in 
other jurisdictions. Nevertheless, to the extent that research and development credits are regarded as 
corporation tax reductions, any ‘top-up’ tax imposed by an IIR may impact the relative attractiveness of 
the incentive. Similar considerations apply to Ireland’s OECD-compliant knowledge development box 
without a carve out. 
 
The methodology for calculating effective tax rates on a jurisdictional basis has yet to be fleshed out but 
it is proposed that the tax base be determined by reference to financial accounts with certain agreed 
adjustments. The detail of those agreed adjustments including how deferred taxation is factored into the 
final rules may have significant implications for policy decisions in an Irish context. Transitional rules 
should be designed to avoid lost attributes arising from any potential changes in the Irish regime in this 
regard. 
 
While the UTPR allocation methodology has yet to be agreed, it appears that it has the potential to be 
very complex, despite references to unspecified safe harbours and a de minimis exclusion. Any de 
minimis exclusion should be meaningful. In view of the likely complexity we recommend that binding 
Pillar One dispute resolution procedures should also equally apply to Pillar Two proposals to avoid 
double taxation risks. In particular Ireland should ensure that the operation of the UTPR does no more 
than adjust for the top-up tax that an IIR would have applied. Any inconsistent application of the UTPR 
that could deny an up-front deduction for related party payments to Irish entities could have significant 
cashflow and administrative implications. See our comment at footnote 8 above. 
 
Similarly, it is proposed that the STTR could apply to certain payments (scope not fully defined) where 
the minimum nominal rate in the recipient jurisdiction is between 7.5 to 9%. While Ireland’s nominal tax 
rates vary from 12.5% to 33%, it will be important to ensure the non-application of upfront withholding 
taxes where the STTR clearly should not apply.  
 
We note that the EU is likely to legislate for OECD/G20 Inclusive Framework Pillar One and Pillar Two 
proposals via a Directive. In this regard it has not yet been outlined how the proposals might apply to 
intra-EU payments given European Court of Justice caselaw on the application of EC Treaty freedoms. 
 
An important consideration for Irish/US inbound and outbound business will be the interaction of 
OECD/G20 Inclusive Framework proposals with US GILTI rules. Please see our response to question 5 
to the consultation. 
 

 
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? 

 
An important consideration for both Irish and US business will be the interaction of OECD/G20 Inclusive 
Framework proposals with US corporate tax rules. There is still a considerable amount of uncertainty 
with respect to how the US regime (including any changes that may be made to it) may co-exist with the 
OECD/G20 Inclusive Framework proposals. It is clear in both fora that many substantive technical points 
remain to be concluded upon.  

 
Negotiations in the US on corporate tax proposals occurring concurrently with the OECD/G20 Inclusive 
Framework discussions layers on significant intricacy when navigating the implications of international 
tax reform on the Irish tax code for companies. At the time of writing the outcome of the US corporate tax 
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proposals remains uncertain, with significant activity playing out now and expected to continue over the 
weeks and months to come. 
 
In this regard, the uncertainty as to any changes that may be made to the US corporate tax code means 
that any comment must be regarded as very preliminary. Once there is clarity on any changes, the 
specifics should be extensively examined in the context of implications for the Irish tax code. 
 
At this stage, there is minimal detail on the interaction between proposed US corporate tax changes and 
the Two-Pillar Solution proposed by the OECD/G20 Inclusive Framework, noting in particular the high-
level language contained within the Statement, “It is agreed that Pillar Two will apply a minimum rate on 
a jurisdictional basis. In that context, consideration will be given to the conditions under which the US 
GILTI regime will co-exist with the GloBE rules, to ensure a level playing field.”   
 
Any Irish policy response to Pillar Two must consider the specifics of how any final IIR, UTPR, GILTI and 
SHIELD rules will co-exist and their impact on Irish taxpayers. It will be critical that any policy response 
is effective at maintaining a clear competitive position for Irish business. 
 
Close alignment between countries of implementation timelines is critical to ensuring a cohesive 
outcome and avoid transitional problems. In this regard any legislative developments in the US should 
be monitored closely, 

 
 

6. Are there specific considerations of particular significance that should be taken into account 
in deciding how any final agreement should be implemented? 

 
It is important that the timeframe for introduction of such wide-ranging proposals be realistic. Appropriate 
lead times will be required for both tax authorities and taxpayers to implement the proposals as 
stakeholders will need to design compliance systems and tax authorities will need to transpose 
legislation. Both Pillars are complex and will be expensive for tax authorities to administer. 
 
The Statement indicates that “Amount A” of Pillar One will be implemented via a multilateral instrument 
developed in 2022, coming into effect in 2023. The timeline is very ambitious for this and any other 
multilateral instrument required for implementation of the Two-Pillar Solution. It is critical that even with 
timing pressures any final agreement is sufficiently clear to ensure clear consistent implementation 
across all jurisdictions.   
 
The EU contemplates implementation of Pillar Two through a Directive.  Any EU Directive should be 
consistent with OECD/G20 Inclusive Framework proposals and should not introduce additional 
measures that would create complexity and inconsistencies with third countries. The mode of 
implementation also needs to respect the fundamental freedoms guaranteed by the EU treaties, and an 
early statement of the interaction of EU law with GloBE would also be welcome. With pandemic recovery 
nascent it is necessary to avoid barriers to innovation, growth and fair competition.  
 
There is a risk of significant consequences in transition if there is anything other than simultaneous 
timing of implementation both within the EU and with all OECD/G20 Inclusive Framework countries. 
Again, the misalignment of the timing of implementation of any Directive and the US corporate tax reform 
proposals creates complexity and potentially cost for business. 
 
The Statement indicates that “Consideration will be given to an elective binding dispute resolution 
mechanism for issues related to Amount A for developing economies that are eligible for deferral of their 
BEPS Action 14 peer review and that have no or low levels of Mutual Agreement Procedures disputes.” 
Proposals should not be implemented without a binding dispute resolution process in place which ideally 
would go further than what is proposed (i.e. to include Pillar Two) and offer companies a fully 
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comprehensive process which would enhance tax certainty in a period of monumental change in law. 
Very clear guidance on this binding resolution process should be made available to the taxpayer. 
 
The Statement provides that “this package will provide for appropriate coordination between the 
application of the new international tax rules and the removal of all Digital Service Taxes and other 
relevant similar measures on all companies". Implementation should be contingent on rollback of clearly 
defined digital and similar taxes. 
 
The OECD/G20 Inclusive Framework has expressed in the documents released so far that they are of 
the view that UTPR can be introduced without the need for changes to treaties. In parallel, a project is 
ongoing at the OECD to change the commentary to article 9 of the OECD Model Tax Convention. Part of 
the discussion in that respect is whether a country can deny a deduction of an expense that otherwise is 
considered at arm's length. We believe that the analysis of the UTPR in the 2020 Pillar Two Blueprint 
that concludes the UTPR does not conflict with existing tax treaties is at odds with the current OECD 
Model Commentary and undermines the arm’s length principle embodied in the existing treaty network. 
 

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

to Ireland’s wider industrial policy arising from the OECD proposals? 
 
Ireland’s economic history means that it is constantly competing for international investment, which it 
seeks to attract through an overall competitiveness package assessed by looking at factors such as: 
 

• Political stability 

• Proximity to markets 

• Talent availability 

• Corporate tax and economic environment 

• Membership of EU and eurozone 

• Overall quality of life, including take-home pay etc. 
 
When all is said and done, Ireland remains an island in the Atlantic with a relatively small population and 
a small market in global and even European terms. Scale and geography mean that it has inherent 
disadvantages to its neighbours for many types of economic activity, and so Ireland must use the 
economic levers it has available to focus on its sectoral advantages.   

The Two-Pillar Solution would seem to restrict the availability of corporate income tax as such a lever, 
but detail is important. Ireland will need to monitor developments in other countries as to any tax 
measures available to ameliorate competitiveness. It will also be necessary to consider whether some 
non-tax incentives can play a similar role – for example by providing (within EU State Aid rules) 
enhanced Government grants for specific types of innovation.  

As noted above Ireland’s corporate tax rate is only one aspect of its competitive offering. The impact of 
the proposed international reform will necessitate an evaluation of how Ireland’s overall policy response 
can clearly demonstrate a sustainable competitive offering as a leading location for global businesses. 
The tax regime will continue to be an important aspect of that offering including enhancements aligned 
with, for example, attracting and retaining world-class talent and innovation activity. Wider industrial 
policy must be aligned to that objective. 

We look forward to continued dialogue as the process evolves.  

We are at your disposal to discuss the matters raised in this submission in further detail.  
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Yours sincerely  

 

 

 

ERNST & YOUNG 


