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1. Introduction  

Statistical issues including the treatment of onshoring of intellectual property and contract 

manufacturing mean that GDP (and indeed GNI) overstates domestic economic activity in Ireland. If 

Irish debt were measured against GDP, the inflated level of GDP would have the effect of reducing the 

debt ratio and potentially mask underlying vulnerabilities in the economy. Instead, GNI*, a modified 

measure of gross national income that strips out most of the impacts of MNEs, has emerged as a more 

appropriate measure of national income for this purpose in recent years. 

1.1 Background 

Globalisation presents challenges for the measurement of national income. Value chains are becoming 

increasingly fragmented and an increasing number of countries contribute to a finished product. 

Ireland is a highly globalised economy, which attracts productive capital at the most lucrative end of 

the value chain. Intangible assets such as intellectual property (IP), trademarks, copyrights etc. have 

become the most valuable asset in the value chain and an increasing number of these assets are held 

here. More importantly for the purposes of national income, the income streams associated with 

these assets, via royalties for example, are flowing into Ireland as these assets are held by 

multinationals here. However, the assets are not owned by Irish residents and the profits do not 

accrue to Irish residents. 
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More specifically, since 2015 a number of highly valuable IP assets were moved into Ireland due to a 

small number of firms relocating their entire balance sheets here1. As a result in 2015, real national 

income as measured by Gross Domestic Product (GDP) increased by 25 per cent, and Gross National 

Product (GNP) increased by 14 per cent. On one measure this could suggest that living standards 

(income per capita) increased by similar percentages in one year, which clearly did not occur and is 

unrealistic for any advanced economy.  On foot of this phenomenon, the Economic Statistics Review 

Group was established by the CSO in 2016, and in 2017, the CSO published an alternative metric – 

modified Gross National Income (GNI*) – which strips out the distorting factors inherent in GNP and 

GDP. Many organisations, including the Department of Finance and the Irish Fiscal Advisory Council 

now regard GNI* as a more appropriate measurement of Irish national income through its increased 

use in recent years. The differences between each metric of national income will be explored briefly 

in this note. 

 

1.2 Traditional indicators of National Income 

Gross Domestic Product (GDP) is the conventional measurement of economic activity in an economy. 

It measures the total value of goods and services produced in an economy during a particular period. 

Goods and services are produced by capital (machinery, computers, intellectual property etc.) and 

labour. However, Ireland is a highly FDI-intensive economy and the bulk of the owners of capital 

located here are not resident in Ireland i.e. a large proportion of GDP is not actually accruing to Irish 

residents. For this reason, GDP has historically been an inaccurate indicator of Irish economic activity. 

As such, Gross National Product (GNP) has been more appropriate. It is equivalent to GDP less income 

from capital (profits, dividends etc.) that leaves the country every year, plus the capital that accrues 

to Irish residents who own capital abroad. Ireland’s GNP is considerably lower than GDP as more 

capital income leaves the country than enters it every year. For this reason, a measure of GNP per 

capita, for example, is a far more accurate indicator of the average income of Irish residents than GDP 

per capita. The difference between GNP and GDP each year can be seen in area A below – this 

difference totalled €82 billion (23 per cent of GDP) in 2019. Until 2015, GNP was considered the most 

appropriate metric for measuring Irish national income as it excluded income going to non-Irish 

residents.  

 

 

                                                           
1 For more information on what may have driven this activity see Department of Finance – GDP and Modified 
GNI (2018) 

https://assets.gov.ie/4910/181218123252-71a2c297f26b419fa3696d7349e3e788.pdf
https://assets.gov.ie/4910/181218123252-71a2c297f26b419fa3696d7349e3e788.pdf
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Figure 1: GDP, GNP and GNI* (1995-2019) 

 

Source: CSO 
Note: GNI (Gross National Income) is the same as GNP, with one small adjustment that is largely trivial in statistical terms. 
GNI includes EU subsidies less taxes which netted €1 billion in 2019 (or 0.5 % of GNI*). GNI and GNP are used interchangeably 
in this note. 

 

1.3 Modified GNI 

Since 2015, Modified GNI (GNI*) is a measure of national income that is generally regarded as the 

most appropriate metric to measure Irish national income2. It is equivalent to GDP less part A and part 

B, with the latter amounting to €16 billion in 2014 (8 per cent of GDP) and growing to €62 billion by 

2019 (17 per cent of GDP). 

Part B consists of three elements that have become increasingly prominent in Ireland and, like Part A, 

they relate to globalised economic activity, since 2015. They are of relevance to statisticians and 

economists as they distort what is actually happening in the domestic economy (i.e. the income of 

residents in Ireland). These three elements are: 

- Retained earnings of firms that have re-domiciled to Ireland 

- Depreciation of aircraft owned by aircraft-leasing companies operating in Ireland 

- Depreciation of foreign-owned intellectual assets located in Ireland  

Retained earnings of re-domiciled PLCs are excluded as these are retained profits from global 

operations that flow to these PLCs, and while headquartered in Ireland, these profits will ultimately 

be paid out of Ireland to foreign investors. Depreciation of aircraft, which is owned by foreign aircraft-

leasing companies based here, is excluded as this depreciation does not accrue to Irish residents. 

Similarly, the largest component of part B is depreciation of foreign-owned intellectual assets located 

in Ireland (see Figure 2) and it is deducted in the calculation of GNI* as Irish residents do not pay for 

                                                           
2 See John Fitzgerald (ESRI) - Understanding recent trends in the Irish Economy (2020) for further details on 
appropriate measures of domestic income. 
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this depreciation bill. The capital stock of IP has continued to increase since 2015, as evidenced by the 

increasing depreciation bill relating to IP below. 

Figure 2: Components of Part B – what separates GNI* from GNP 

 

Source: CSO  

 

It is worth highlighting that Ireland is relatively unique in an international context. Figure 3 presents 

the difference between GNI and GDP in EU countries. Ireland’s GNI is a third lower than its GDP – the 

second biggest gap in the EU after Luxembourg, a very open economy with a large financial sector 

presence. The fact that the gap in the majority of other countries is small means that GDP tends to be 

an appropriate measurement for these countries – i.e. the domestic sector is accountable for a 

relatively large share of economic activity as measured by GDP. As such, a metric such as GNI*, which 

best represents domestic economic activity in Ireland, can be appropriately compared with GDP of 

practically all other member states.  

Figure 3: Difference between GNI and GDP in the EU 

 

Source: Eurostat. Note: GNI approximates GNP – see footnote under Figure 1  
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