
 

 
 
 
 
 
 
 
 
 
 
 

 
 
This is a report on the event “Corporate taxation – 

Ensuring a system fair to all”, organised by the 
Green European Foundation with the support of the 
Green Foundation Ireland.  
 
In the midst of Europe’s economic woes, the debate 
over tax loopholes and what level of taxes 
corporations really pay continues to heat up. What 
steps can be taken to ensure they pay their fair 
share, and how can political agreement be reached 
to take action? A range of experts from Ireland and 
the rest of Europe have examined this topic from a 
number of different and approaches perspectives.       
 
The event was held at the European Parliament 
Offices in Dublin, on November 13th, 2013 
 
This report was written by Ryan Meade. 

Corporate taxation – Ensuring a 
system fair to all  

 

Nuala Ahern, chair of Green Foundation Ireland, opened 
the seminar by welcoming attendees and thanking Gay 
Mitchell MEP for making the venue available. She noted 
that the event was the first of a number of seminars GEF 
are holding on the topic across Europe. She noted that 
corporate taxation was a crucial debate throughout the 
EU and that the aim of the seminar was to point a 
direction towards a fair and workable solution in a non-

confrontational manner.  

 

Session 1: Creating a fair system – what can be done? 

Event chair John Bowman called on Sheila Killian (Senior 
Lecturer in Accounting and Finance, Kemmy School of 
Business, University of Limerick) to cover the “big 
picture” of fairness in corporate taxation. 

Dr Killian started by asking what would define a “fair” 
system of corporate taxation. By one definition of fairness 
corporate tax should represent a “bigger slice of the pie”, 
i.e. businesses should make a larger contribution to state 
revenues relative to other taxpayers. She noted that by 
whatever metric you use the corporate share of taxation 
is falling in the OECD countries: headline rates of tax for 
companies are falling, as is corporate tax revenue as a 
percentage of GDP and revenue as a percentage of total 
tax taken. 

Another element of fairness or unfairness is the 
comparative advantage multinational corporations 
(MNCs) have over domestically-centred businesses in 
arranging their tax affairs through transfer pricing and 
selling between subsidiaries. MNCs can take advantage 
of scale and geographical spread to implement tax 
strategies that are not available to companies operating 
primarily in one country. 

She pointed out the disadvantages of the global south. 
Developing countries find raising revenue from income 
taxes challenging due to the large informal economies 
and are also under pressure from the developed world to 
get rid of other sources of revenue such as trade tariffs. 
For these reasons they can’t afford to forego corporate 
taxes as a source of revenue but low rates in developed 
countries make it hard for them to compete. 

Dr Killian questioned whether we should think of 
unfairness in corporate taxation as “a few bad apples” or 
a systematic issue.  She pointed to the professional duty 
of accountants to “protect” their clients from paying tax. 

She then turned to the question of what alternatives exist 
to the current system, including flow-through taxation, 
unitary tax, sales tax and Tobin Tax or financial 
transaction tax. 

She listed the main players in the debate over corporate 
taxation, including the OECD, the UN, the EU, IMF and 
World Bank. In her assessment the OECD was likely to be 
the biggest driver of change in the next 3-5 years, as a 
result of its Action Plan on Base Erosion and Profit 
Shifting (BEPS). The expectations that the G20 and OECD 
will take action will lead to “spontaneous reform”, where 
countries move to anticipate changes in tax agreements 
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before they are implemented – jumping before they are 
pushed. 

In closing Dr Killian called for more emphasis on the 
moral argument in discussion of corporate taxation. 

Rodrigo Fernandez (Researcher with the SOMO Institute 
in the Netherlands) referred to three related elements of 
the debate about the financial practices of MNCs: 

- Competition in corporate tax rates and 
consequent base erosion. 

- Loopholes and tax havens 

- “Shadow banking” 

He suggested that shadow banking, a term coined in 
2007, was a neglected element of the debate although it 
has been discussed at the US Federal Reserve, the G20 
and others. It refers to methods by which financial 
institutions fund themselves outside of the regulated 
financial markets. It is a form of “regulatory arbitrage” – 
using loopholes to locate money where the regulatory 
system is most favourable for the company’s purpose.  In 
Europe the main countries associated with the practice 
are the Netherlands, Luxembourg and Ireland. 

Unlike corporate taxation, shadow banking is not about 
societies losing out on revenue but the problem is the 
erosion of national sovereignty and the creation of an 
unsafe financial system. It is also intertwined with tax 
havens, in that the countries which facilitate shadow 
banking usually display the characteristics of a tax haven 
or offshore financial centre (OFC) – “a country or 
jurisdiction that provides financial services to non-

residents on a scale that is incommensurate with the size 
and the financing of its domestic economy”. 

The scale of shadow banking is large but its growth has 
been proportionate with growth in GDP. However it is not 
spread evenly across economies: the Netherlands is the 
third largest holder of “other financial institution” (OFI) 
assets, and Ireland holds more than either France or 
Germany. 

Dr Fernandez gave an example of a typical shadow 
banking construction involving the Netherlands, with the 
base of activity being in London. He commented that a lot 
of what we know about shadow banking practices comes 
from analysis following the collapse of Lehman Brothers 
in 2008 – it was only after its bankruptcy that its practices 
became public knowledge. 

OFCs are part of the shadow banking architecture set up 
over the past 40 years. Tax and regulatory arbitrage go 
hand in hand so shadow banking must be included in the 
debate on tax havens. We need to find effective ways to 
re-regulate the financial system and restore national 
sovereignty. To do this requires scale – action on an EU 
level would be a good start. 

Jim Stewart (Associate Professor in Finance, Trinity 
College Dublin) addressed the question, “is Ireland a tax 
haven”? The government says no but in the international 
media, including financial outlets such as Forbes and the 
Wall Street Journal, Ireland is routinely described as 
such. Ireland certainly has many of the essential features 
of a tax haven, including: 

 low corporate tax rates; 

 ease of incorporation; 

 a tax regime that is responsive to the 
requirements of MNCs; and 

 light touch regulation 

Much debate has focussed on Ireland’s low rate of 
corporate tax but Professor Stewart commented that the 
issue is not the tax rate but the tax regime. 

He discussed the implications for the tax system of the 
growth of “new economy” firms such as internet-based 
companies and companies that are intellectual property 
(IP) intensive. With such companies the principle of 
taxing profits in the country of “permanent 
establishment” is ambiguous and firms have developed 
strategies to minimise tax paid by moving IP to low - or 
no - tax jurisdictions such as Bermuda. 

He went on to discuss a number of case studies of MNCs 
operating in Ireland: Google, Apple and Ryanair. 

Between 2006 and 2011 Google in the UK generated $18 
billion in sales but only paid $16 million in UK 
corporation taxes, claiming that all sales to UK clients 
take place in Ireland. Google Ireland Ltd accounts for 
92% of all sales outside of the USA, amounting to €15 
billion in 2012, on which it reported a pre-tax profit of 
€153 million. This is after the deduction of €10 billion in 
“administrative expenses” paid to its parent company, 
Google Ireland Holdings, which is resident in Bermuda 
for tax purposes. Its effective rate of tax is either 21.86% 
or 0.3% depending on whether you calculate profit before 
or after the “administrative expenses are subtracted. 
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In the cases of both Google and Apple, Professor Stewart 
noted that these companies do pay significant amounts of 
tax – in the United States. Outside of the US they do not 
pay significant taxes relative to the size of their earnings. 
In Apple’s case this is done by transferring profits to a 
company that is “stateless” for tax purposes, in Google’s 
case it is done by transferring profits to a company that is 
tax resident in Bermuda - the overall effect is the same. 
Numerous MNCs operating in Ireland use a similar 
“bilocation” tax strategy. 

Ryanair is an example of complex tax strategies being 
employed outside of the new economy sector. Ryanair’s 
effective rate of corporate tax for 2007-2013 was 3.47% 
and its employer social security contributions are very 
low compared to the rates obtaining in the countries in 
which it operates. 

Turning to Ireland’s response to the issue Professor 
Stewart noted that the official response is effectively one 
of denial, ignoring the fact that our corporate tax regime, 
as distinct from our corporate tax rate, is considered 
harmful by other countries. The rate itself is largely 
irrelevant in that the real issue is transfer of profits to 
stateless entities or entities resident in no-tax 
jurisdictions. Ireland operates a tax-based industrial 
policy which is not sustainable. He described what is 
effectively a two-tier corporate tax system: small firms 
and companies that are immobile are subject to a rule-

based tax structure, while MNCs and “new economy” 
firms operate in a negotiated tax environment.  

In conclusion Professor Stewart called for a number of 
responses that are required to address this issue: 

 Greater transparency 

 Increased co-operation 

 Greater tax harmonisation 

 New sources of revenue, including a financial 
transaction tax 

These are necessary responses to ensure a more 
equitable tax system but they will have considerable 
implications for our largely tax-based industrial policy. 

The chair then called on Sorley McCaughey of Christian 
Aid to make a response. Mr McCaughey emphasised the 
impact of unfair tax policies on the global south, referring 
to a 2010 Christian Aid report estimating that $160 billion 
annually is lost to the poorest countries in the world 
through tax avoidance. He noted that this loss prolongs 

the reliance of such countries on international aid, 
raising the question of aid efficiency. 

He stated that Ireland is definitely complicit in this 
injustice, referring to the Christian Aid report False 
Profits (2009) and the Action Aid report Sweet Nothings 
(2013). Christian Aid is calling for greater transparency 
and disclosure, including automatic release of 
information on tax practices and a public register of the 
beneficial ownership of companies. He referred to a 2011 
G20 report calling for all members to carry out a “spill 
over” analysis of the effect of their tax policies. Although 
the EU is a member of the G20, Ireland has refused to 
carry out such an analysis. 

A questions and answers session covered a number of 
topics including the question of to what extent corporate 
social responsibility (CSR) could play a part in ensuring 
fairness in the system. While some panellists and 
questioners were sceptical about the potential for 
voluntary CSR programmes to drive change, the point 
was made that we need both regulatory change and 
cultural change to achieve fairness. 

Session 2: Creating a fair system – how to reach 
agreement 

The second session allowed Irish politicians from 
different parties to set out their response to the issues 
raised and their views on Ireland’s tax regime. 

Damien English TD (MP for the Fine Gael party – the 
senior party in the current coalition government, 
affiliated to the EPP Group in the European Parliament – 
and Chair of the Parliamentary Committee on Jobs, 
Enterprise and Innovation) was first to speak and spoke 
about the Government’s position on corporate tax and 
industrial policy. He referred to the need to attract more 
foreign direct investment to Ireland in order to sustain 
employment but noted that companies choose to locate 
here for reasons other than tax, for example the skilled 
workforce. He pointed out that we have a wide corporate 
tax base, with all companies, not just MNCs, paying a rate 
of 12.5%, with a higher rate of 26% applying to certain 
categories of income such as rent. There are no special 
low rates of tax for MNCs although he conceded that 
some companies are in a better position to minimise 
their tax bills than others. 

In terms of the effective rate of tax it is difficult to 
compare between countries as there is no agreed 
international basis for calculation. By some measures 
Ireland’s effective rate of corporate tax is higher than in 
some other EU member states. Some countries have 



 
4 
 

Corporate Taxation - Ensuring a system fair to all - 13.11.2013     

high headline rates complemented by generous reliefs, 
while Ireland has a low headline rate and limited reliefs 
carefully targeted at employment creation. 

By way of response to the concerns expressed Deputy 
English suggested that the solution lay in a combination 
of legal changes and increased corporate social 
responsibility. He emphasised the role of consumers in 
demanding changes from business. He made reference 
to the Companies Bill currently before the Oireachtas 
(Parliament) and speculated that this might provide an 
opportunity to look at the legal obligations of directors, 
balancing their obligations to maximise the firm’s profits 
against their responsibility to make equitable tax 
contributions. 

Deputy English stated that the Government will not 
support tax harmonisation if this means a uniform rate of 
corporation tax across the EU but that it will support 
multilateral action to close tax loopholes. On the 
Common Consolidated Corporate Tax Base (CCCTB), 
Ireland has pledged to engage constructively in the 
discussion, on the basis that member states will retain 
the right to set their own tax rates. 

In conclusion Deputy English emphasised that Ireland 
will defend its corporate tax rate but that the 
Government’s intention is that Ireland will play fair, 
competing with other countries for foreign direct 
investment on an equitable basis. However he claimed 
that calling Ireland a tax haven is not a constructive 
contribution to solving the problem. 

Michael McGrath TD (MP for Fianna Fáil – the main 
opposition party, affiliated to the ALDE Group in the 
European Parliament – and party Spokesperson on 
Finance) also responded with a defence of Ireland’s 
corporate tax rate but did agree with earlier speakers 
that tax loopholes are a problem. He noted pressure 
from elsewhere in Europe, including from the SDP and 
Greens in Germany, to harmonise tax rates across the 
EU, something for which there is currently no basis in EU 
treaties. 

He pointed to the employment contribution of MNCs in 
Ireland, such as Apple which employs 4,500 people in 
Cork. These are not simply “brass plate” operations and 
they demonstrate that our corporate tax rate is a matter 
of real jobs. He referred to the US Senate hearings on 
Apple and concluded that the main issue at stake was a 
US issue rather than a matter for the Irish authorities. 
Companies such as Apple indefinitely defer repatriation 
of profits to the US to avoid taxation there, something 
which could be solved unilaterally by the US Government. 

He emphasised that a one-size-fits-all approach to 
corporate tax won’t work, as demonstrated by the fact 
that Ireland’s low rate results in relatively high total 
revenue. In Ireland 10% of total revenue comes from 
corporate taxation, whereas in France and Germany this 
figure is only 2%. EU policy should be that member states 
retain control over tax rates. 

In terms of closing loopholes, Deputy McGrath welcomed 
the announcement in the recent budget on stateless 
entities. He is confident this will end the so-called 
“Double Irish” arrangement which has damaged our 
reputation internationally. In broad terms he noted that 
the response to this issue cannot be separated from 
other issues at EU level including banking union. 

Eamon Ryan (Leader of the Green Party) suggested that 
we need to consider corporate tax policy within industrial 
policy. In the post- war era, Ireland adopted an open 
industrial policy, turning ourselves into what the 
sociologist Saskia Sassen has called the localisation 
point for global capitalism. By and large this has worked, 
and we are not going to break away from it now. However 
other elements of industrial policy have been neglected, 
as evidenced in a series of reports over the past three 
decades calling for a shift towards indigenous industry 
and innovation: the Telesys Report of 1982, the Culliton 
Report of 1992 and the 2004 Enterprise Strategy Group 
Report. 

Globally the level of corporate profits as a percentage of 
GDP is at an all-time high and is in fact at twice the 
historical average, and compensation for labour is at a 
historical low. This situation is unsustainable in the long 
run. 

Mr Ryan referred to discussions between the Irish and 
German Green Parties on the corporate tax issue. He 
agrees with Jürgen Trittin that the €1 trillion in corporate 
profits not currently being captured is needed by 
member states at the present time to meet social and 
investment requirements. However the Irish Greens do 
not believe in a harmonised tax rate: member states 
need the ability to balance out natural advantages 
enjoyed by stronger states. 

However we do need to close loopholes which are 
creating distortions that hinder our ability to develop 
indigenous industry. On this point Mr Ryan was critical of 
the Government for engaging in excessive denial and 
failing to read the international mood. He noted that 
changes are coming down the line from the G20 and 
others and Ireland should have been ahead of events. 
Ireland suffered real reputational damage from events 
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such as Apple’s appearance at US Senate hearings and 
Google’s appearance in the UK House of Commons. It is 
time that we acknowledge these problems and start to 
get ahead of the curve. 

We need to make a broad strategic decision to favour an 
innovation-based industrial policy. It is ironic that our tax 
system favours intellectual property being transferred 
out of the country untaxed. If we confront these loopholes 
we might see IP staying in the country, and revenues to 
be reinvested in education and research. 

In the questions and answers session there was criticism 
of the “unhealthy consensus” on corporation tax in the 
Irish political system. The first two speakers pointed out 
that it was important for Foreign Direct Investment 
purposes that opposition parties as well as government 
parties supported the 12.5% rate, as this gave a high 
degree of certainty to potential investors.  
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