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in 2015 an accounting gimmick gave ireland a 26 percent GDP growth rate, an unprecedented
figure that baffled economists and policy makers worldwide. This astonishing economic expansion
was not driven by traditional economic factors such as increased production or consumer spending,
but rather by a complex set of corporate tax strategies and accounting maneuvers involving
multinational corporations. Ireland’s unique tax environment attracted many global firms, especially
in the technology and pharmaceutical sectors, leading to significant shifts in reported profits and
capital allocation. This article explores the details behind this accounting phenomenon, the
mechanisms that enabled it, its implications for Ireland’s economy, and the international response it
triggered. Understanding this event sheds light on the broader issues of tax planning, economic
measurement, and national statistics accuracy. The following sections provide an in-depth analysis
of the causes, effects, and aftermath of Ireland’s remarkable 2015 GDP growth anomaly.
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The Nature of the 2015 Accounting Gimmick in Ireland
The 2015 accounting gimmick that gave Ireland a 26 percent GDP growth was essentially an
artificial inflation of economic statistics caused by the relocation of intangible assets by
multinational corporations. This movement was largely driven by tax optimization strategies that
exploited Ireland’s favorable corporate tax regime. The phenomenon was not a result of genuine
economic activity but rather a reclassification of profits and assets within global companies’
financial reports. Ireland, known for its low corporate tax rate, became a hub for intellectual
property holdings, enabling firms to shift substantial profits to the country on paper. As a result,
Ireland’s GDP statistics reflected an economic boom that did not correspond to actual increases in
production, employment, or domestic consumption.

Background on Ireland’s Tax Environment
Ireland’s corporate tax system has long been attractive to multinational corporations due to its low
headline rate, currently at 12.5 percent. This competitive rate, combined with specific tax rulings
and allowances for intellectual property, encouraged firms to establish legal entities in Ireland and
allocate profits accordingly. The country’s tax policies fostered an environment conducive to profit



shifting and tax base erosion in other jurisdictions, a practice sometimes referred to as “tax
inversion” or “BEPS” (Base Erosion and Profit Shifting). These practices culminated in the notable
accounting event in 2015, which was widely referred to as “leprechaun economics” by economists
and commentators.

Definition of the Accounting Gimmick
The term “accounting gimmick” in this context refers to the strategic use of international tax laws
and accounting standards to artificially enhance a country’s macroeconomic indicators. In Ireland’s
case, the 26 percent GDP growth was not due to increased output but to the relocation of intangible
assets such as patents and trademarks into Irish subsidiaries. This relocation boosted reported
capital stock and profits within Ireland’s borders without corresponding physical investment or job
creation. Such an artificial boost distorts economic indicators, complicating policy decisions and
international comparisons.

Mechanisms Behind the 26 Percent GDP Growth
Several complex mechanisms contributed to the unprecedented 26 percent GDP growth reported by
Ireland in 2015. These mechanisms involved multinational companies leveraging Ireland’s tax
framework to restructure their balance sheets and profit declarations. The relocation of intangible
assets was central to this process, enabling firms to shift large amounts of revenue into Ireland and
thereby inflate the country’s GDP figure.

Role of Intellectual Property Relocation
Intellectual property (IP) assets such as patents, trademarks, and copyrights represent significant
sources of income for technology and pharmaceutical companies. In 2015, many multinationals
transferred ownership of these IP assets to Irish subsidiaries. By doing so, the income generated by
these assets was reported as Irish profits, increasing the country’s GDP statistics. This transfer did
not involve new physical investment but was a paper-based reallocation of assets designed to exploit
Ireland’s favorable tax treatment of IP income.

Impact of Corporate Restructuring
Corporate restructuring, including the creation of new legal entities and shifting of debt and capital,
played a crucial role in the GDP surge. Companies restructured their operations to maximize tax
efficiency, often by increasing the capital stock in Ireland through intangible asset transfers. These
changes were reflected in Ireland’s national accounts as increased investment and output, despite
limited actual economic activity occurring on the ground. This restructuring was legal and compliant
with international accounting standards, but its macroeconomic effects were misleading.

Summary of Key Mechanisms



Transfer of intellectual property assets to Irish subsidiaries

Use of Ireland’s low corporate tax rates on IP income

Creation of new legal entities for tax optimization

Reclassification of profits and capital within multinational corporations

Paper-based restructuring inflating reported GDP figures

Impact on Ireland’s Economy and Global Perception
The dramatic 2015 GDP growth figure had significant implications for Ireland’s economic statistics,
policy environment, and international reputation. While the reported expansion suggested robust
economic health, the reality was more nuanced, with concerns about the reliability of GDP as a
measure of real economic activity in Ireland. The event highlighted the challenges small, open
economies face when hosting large multinational corporations with complex tax strategies.

Statistical Distortions and Economic Indicators
The 26 percent GDP growth created statistical distortions, making it difficult for policymakers and
analysts to accurately assess Ireland’s economic performance. Traditional economic indicators such
as GDP, investment levels, and productivity became less reliable due to the artificial inflation. This
issue prompted the Central Statistics Office of Ireland to introduce new measures, such as Modified
Gross National Income (GNI*), to better capture the underlying economic reality by excluding the
effects of multinational profit shifting.

Effects on Ireland’s International Image
The unusual GDP growth attracted widespread international attention and skepticism. Critics argued
that Ireland’s economic data was being manipulated to present an overly favorable picture, raising
questions about transparency and the sustainability of the country’s growth model. On the other
hand, Ireland defended its tax policies as legitimate and competitive. Nonetheless, the event fueled
debates on global tax fairness, the role of multinational corporations, and the need for international
tax reform.

Economic Realities Versus Statistical Reports
Despite the surge in GDP, Ireland’s real economy did not experience a commensurate expansion in
employment or domestic demand. The accounting gimmick primarily benefited corporate balance
sheets rather than creating widespread economic benefits for the Irish population. This disconnect
underscored the limitations of GDP as a sole indicator of economic well-being in countries heavily
influenced by multinational tax strategies.



International Reactions and Policy Responses
The extraordinary GDP growth in Ireland in 2015 prompted various international responses from
governments, economic organizations, and regulatory bodies. These reactions focused on addressing
the challenges posed by profit shifting and improving the accuracy of economic statistics. The
episode also accelerated global efforts toward tax reform and transparency.

OECD and Global Tax Reform Initiatives
The Organisation for Economic Co-operation and Development (OECD) intensified its Base Erosion
and Profit Shifting (BEPS) project following Ireland’s 2015 GDP anomaly. The BEPS initiative aims to
curb aggressive tax planning by multinational enterprises and ensure that profits are taxed where
economic activities occur. Ireland actively participated in these discussions, balancing its
competitive tax regime with growing international pressure for reform.

European Union’s Response
The European Union scrutinized Ireland’s tax arrangements, particularly in the context of state aid
rules and tax competition. The EU Commission investigated certain tax rulings granted to
multinational corporations, resulting in high-profile cases and rulings demanding recovery of unpaid
taxes. The 2015 GDP growth anomaly added urgency to these investigations and discussions about
harmonizing tax policies within the EU.

Adjustments in Ireland’s Statistical Reporting
In response to the distortions caused by multinational profit shifting, Ireland’s statistical authorities
revised their methodology to provide more accurate economic indicators. The introduction of
Modified Gross National Income (GNI*) and other adjusted metrics aimed to exclude the effects of
intangible asset transfers and profit shifting, offering a clearer picture of Ireland’s economic health
to policymakers and investors.

Lessons Learned and Future Implications
The 2015 accounting gimmick that gave Ireland a 26 percent GDP growth rate serves as a case
study in the complexities of modern global economics and taxation. It highlights the challenges small
countries face when competing for multinational investment and the limitations of traditional
economic measurement tools in the context of globalized corporate structures.

Importance of Accurate Economic Measurement
One of the key lessons from the 2015 event is the critical need for accurate and meaningful
economic indicators. Reliance solely on GDP can be misleading when multinational corporations
engage in profit shifting and asset relocations. Ireland’s experience has prompted other countries
and statistical agencies to reconsider how they measure economic performance in an increasingly



interconnected global economy.

Need for International Cooperation on Taxation
The episode underscores the importance of international cooperation to address tax avoidance and
base erosion. Multinational corporations operate across borders, exploiting differences in national
tax laws. Coordinated global efforts, such as those led by the OECD and the EU, are vital to ensure
fair taxation and prevent harmful tax competition among countries.

Strategies for Small Open Economies
For small, open economies like Ireland, the balance between attracting foreign investment and
maintaining sustainable economic growth is delicate. The 2015 accounting gimmick demonstrated
the risks of over-relying on multinational corporations for economic performance. Future strategies
may involve diversifying the economy, improving transparency, and adopting more comprehensive
economic metrics.

Recognize limitations of GDP in economies with significant multinational presence

Develop alternative economic indicators to reflect true economic activity

Engage in international tax reform and information sharing

Promote sustainable and inclusive economic growth policies

Enhance transparency in corporate tax arrangements and national statistics

Frequently Asked Questions

What was the 'Double Irish' tax scheme that Ireland used in
2015?
The 'Double Irish' was a tax avoidance strategy used by multinational corporations in Ireland that
involved routing profits through Irish subsidiaries to reduce tax liabilities. It became widely known
around 2015 for significantly lowering corporate tax payments.

How did the accounting gimmick in 2015 give Ireland a 26%
GDP growth?
In 2015, the relocation of intellectual property assets by multinational companies to Ireland led to a
statistical distortion, causing Ireland's GDP to appear 26% higher. This was due to the accounting
treatment of these assets, not actual economic growth.



Why is the 26% GDP growth in Ireland in 2015 considered an
accounting gimmick?
The 26% GDP growth was largely due to multinational companies shifting intangible assets to
Ireland, inflating GDP figures without corresponding real economic activity, making it an accounting
artifact rather than genuine economic growth.

What impact did the 2015 GDP growth anomaly have on
Ireland's economy perception?
The 2015 anomaly created confusion internationally, as Ireland appeared to have an unprecedented
economic boom, which was misleading. It raised concerns about the reliability of GDP as a measure
for Ireland's economic health.

How did Irish authorities respond to the 2015 GDP growth
distortion?
Irish authorities acknowledged the distortion and worked with international organizations like the
OECD and Eurostat to develop new economic indicators and measures to better reflect the real
economy.

What changes were made after 2015 to address such
accounting distortions in Ireland's GDP?
Following 2015, Ireland introduced the Modified Gross National Income (GNI*) measure, which
excludes the effects of multinational profit shifting and provides a more accurate representation of
the Irish economy.

Did the 2015 accounting gimmick affect Ireland's tax policies?
Yes, the exposure of such tax avoidance strategies led to increased scrutiny of Ireland's tax policies
and contributed to reforms aimed at closing loopholes like the 'Double Irish' scheme, which was
phased out starting in 2015.

What lessons did other countries learn from Ireland's 2015
GDP growth anomaly?
Other countries learned the importance of looking beyond GDP figures, understanding the impact of
multinational corporations on economic data, and the need for alternative metrics to capture the
true state of an economy.

Additional Resources
1. The Irish Tax Mirage: The 2015 Accounting Gimmick Explained
This book delves into the complex accounting strategies that led to Ireland reporting a startling 26%
GDP growth in 2015. It breaks down the mechanisms behind the so-called "leprechaun economics"



and explores the role of multinational corporations in inflating national statistics. Readers gain
insights into how financial engineering can distort economic realities and the implications for policy-
making.

2. Giant Steps: Ireland's 2015 GDP Controversy and the Global Economy
An in-depth analysis of the 2015 GDP surge in Ireland, this book examines the global economic
factors and corporate tax strategies that contributed to the unusual economic spike. It discusses the
international response, including skepticism from economists and institutions. The narrative
contextualizes Ireland's experience within broader trends in multinational tax avoidance and
economic measurement challenges.

3. Accounting Alchemy: The Story Behind Ireland's 26% GDP Growth
This title uncovers the accounting gimmicks and corporate restructuring that transformed Ireland's
economic statistics overnight. The book critiques the methods used to calculate GDP and the
limitations of traditional economic indicators. It also addresses the consequences for Ireland's
reputation and policy development.

4. Leprechaun Economics: How Accounting Tricks Distorted Ireland's Growth
Named after Nobel laureate Paul Krugman's famous term, this book explores the phenomenon of
"leprechaun economics" in Ireland's 2015 GDP data. It explains the specific accounting practices
employed by multinational firms and the Irish government’s role in facilitating these strategies. The
book provides a comprehensive overview of the economic, political, and social impacts.

5. Behind the Numbers: Ireland's 2015 GDP Surge and the Accounting Gimmick
This book offers a detailed investigation into the components of Ireland's extraordinary GDP growth
figure in 2015. It highlights the interplay between international tax laws, corporate behavior, and
national accounting standards. The narrative also considers the challenges faced by statisticians in
presenting accurate economic data.

6. The Multinational Tax Shuffle: Ireland's 2015 GDP Spike Explored
Focusing on the role of multinational corporations, this book examines how tax planning and profit
shifting contributed to Ireland's 26% GDP increase. It provides a clear explanation of the
mechanisms like intellectual property migration and capital inflows. The book also discusses
regulatory responses and ongoing debates about tax fairness.

7. Economic Illusions: The 2015 Irish GDP Anomaly
This book critically analyzes the economic illusion created by Ireland's 2015 GDP figures. It explores
how the use of non-traditional accounting practices misled economists, investors, and policymakers.
The author argues for improved transparency and revised metrics for assessing economic health.

8. Profit Shifting and National Statistics: Ireland's 26% GDP Growth Case
Addressing the intersection of corporate profit shifting and national economic statistics, this book
uses Ireland's 2015 GDP growth as a case study. It investigates how cross-border corporate
strategies can distort country-level economic data. The book also examines the implications for
international economic policy coordination.

9. The 2015 Irish GDP Puzzle: Accounting Gimmicks and Economic Reality
This book unpacks the puzzle of Ireland's sudden GDP growth in 2015, revealing the accounting
gimmicks behind the statistics. It discusses the consequences for economic analysis and policy
decisions in Ireland and beyond. The author provides recommendations for improving national
accounting practices to prevent similar distortions in the future.
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