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Foreword

Sweden is the country that has fallen the most places (-9) in the OCED’s GDP per capita
ranking since the start of the 1970s, while Ireland is the country that has moved up the
most places (+20). From the early 1990s onwards, Ireland’s growth has been exceptional.

For some time now, the Confederation of Swedish Enterprise has been working to produce
a growth agenda containing tangible reforms to boost growth in Sweden. This growth
agenda, containing 60 specific reforms, was presented at Sweden’s annual political forum,
Almedalsveckan, in 2025. While working on this agenda, I wondered whether Sweden
could learn lessons and derive inspiration from Ireland’s impressive economic development.

To gain a greater understanding of what lay behind Ireland’s high growth, in May 2025
I travelled to Dublin with the economics department. Our hope was that visiting Ireland

would give us insights into the reforms Sweden needs to carry out to increase its long-term
growth rate.

In this report, we show that there are several important lessons that Sweden can learn from
the growth-oriented policy pursued by Ireland. These lessons point to the importance of
Sweden putting in place investment promotion measures, such as lowering its corporate tax
rate to the EU’s minimum level, and making tax incentives for R&D investment broader
and more generous. But it is also about pursuing a policy that attracts talent and expertise
to the country, making permit application processes shorter and more transparent, and
cutting red tape for business owners.

I would like to take this opportunity to thank everyone who made this report possible.
I am especially grateful to Her Excellency Barbara Jones, Ambassador of Ireland to Sweden,
thanks to whose contacts we now know so much more about Ireland’s growth journey.

Sven-Olov Daunfeldt
Chief Economist, Confederation of Swedish Enterprise
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The importance of growth

In the world’s poorest countries, gross domestic product (GDP) per capita is less than five
percent of that in the richest countries in the world. These differences are related to huge
variations in quality of life. As a rule, countries with low per capita GDP tend to have lower
life expectancy, higher child mortality and lower literacy levels.

Economic growth increases society’s resources and enables a higher standard of living.
Growth pays for investments in education, health and infrastructure, while also creating
more, well-paid jobs. Economic growth also makes it easier for the state to finance social
welfare services. In the longer term, stable, high growth increases public confidence and

opens up more opportunities for individuals and societies to develop.

Economic growth varies considerably between countries and over time. Nations that were
relatively poor can become relatively rich, while nations that were relatively rich can become
relatively poor. And it can happen fast.

In Sweden, economic growth has tailed off. In recent years, Sweden’s GDP has basically
moved sideways. However, this weak growth is not solely due to the business cycle but is
predominantly a structural problem. Since the start of the 1970s, Sweden has dropped nine
places in the OECD’s ranking of countries according to their purchasing power-adjusted
GDP per capita. No other OECD country has fallen as many places in the same period.

Meanwhile, Ireland has leaped twenty places in the OECD’s GDP per capita ranking, from
position 22 to position 2. In the early 1970s, Ireland was the poorest country in Western
Europe. As late as the early 1990s, Ireland’s per capita GDP was about half that of Sweden.

Ireland’s exceptional growth journey shows that the relative positions of countries in a
GDP league table are not set in stone and can vary hugely over time. Over the years, small
differences in countries’ growth rates lead to significant differences in their GDP.

If Sweden were to increase its growth rate to 2.5 percent, instead of the 1.8 percent forecast
by the Swedish National Institute of Economic Research (NIER), GDP in Sweden would be
almost SEK 500 billion higher in ten years’ time. Over time, the effect of a long-standing
higher growth rate becomes even greater. At growth of 2.5 percent instead of 1.8 percent,
in 2050, Sweden’s GDP would be more than SEK 1800 billion higher. If the tax burden
remained unchanged, this would increase the total tax income for 2026 to 2050 by about
SEK 8000 billion.

In this report, we analyse the factors that lie behind Ireland’s recent successful economic
development. The aim of the report is to study whether there are lessons to be learned from

Ireland that decision-makers in Sweden can take on board to kickstart growth.
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Poverty and a shrinking
population

For a long time, Ireland was one of the poorest countries in Western Europe. Its history
is characterised by recurring famine, prolonged conflicts with Britain and the powerful
influence of the Catholic Church over both politics and people’s lives. When the potato
harvests failed in 1845 to 1848, there was a disastrous food crisis, which led to approxi-
mately one million people dying of starvation and disease. The crisis was followed by mass
emigration, mainly to North America but also to other English-speaking countries.

Following independence from Britain in the 1920s, Ireland chose an inward-looking,
protectionist, trade policy, with high tariffs, a ban on majority foreign ownership in
industry and the establishment of state-owned companies. This policy inhibited the
development of a competitive export sector. After the Second World War, Ireland lagged
further behind the rest of Western Europe, where recovery via the Marshall Plan paved
the way for several decades of economic growth.

The Irish economy remained mainly agricultural long into the twentieth century, with

a standard of living far below that of the majority of comparable countries. This is also
reflected in population trends (see figure 1). The population fell from about 6.5 million
in 1840 to less than 3 million in 1930. It is only in the early 1960s that we can observe
population growth in Ireland, which then accelerated in the 1990s. Today the population
of Ireland is 5.5 million, equivalent to the population in about 1850.

Figure 1. Population of the Republic of Ireland
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Source: CSO via Macrobond.
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Early pro-growth reforms

The work that would later pave the way for Ireland’s growth journey began in the 1950s.
The First Programme for Economic Expansion set in train a number of structural changes
that sought to open the economy up to the outside world and promote the development
of Ireland’s export industry. This reform programme was introduced against the backdrop

of the protectionist policy that had long inhibited growth.

As part of this economic restructuring, import duties were lowered, while extensive tax
reliefs were targeted at exporting companies. Former restrictions on foreign direct investment
were removed, enabling international actors to invest in the country. Here, the Industrial
Development Agency (IDA), a government agency established in 1949, played a key role.
Favourable conditions for establishment were offered to attract foreign investment, including
advantageous loans and grants for new businesses.

Developing the very poorest parts of the country was a central feature of the reforms.
Measures were designed to increase incentives for foreign and domestic companies to
establish businesses in less urban areas. The size of the set-up grants varied depending on
the geographical location, and in some regions special tax benefits were offered to further
stimulate investment.

These reforms can be seen as an early attempt to position Ireland as a European hub for
international export companies. IBM established a base in Dublin as early as 1956 and
pharmaceutical giant Pfizer opened a manufacturing plant in Ringaskiddy in 1969. During
this period, Ireland’s industry underwent major structural changes. The manufacturing
sector grew faster than other parts of the economy but despite this positive trend, Ireland’s

industrialisation continued to lag behind that of much of Europe.

Although important steps were taken to abandon the protectionist policy that had long
inhibited growth, the reforms were characterised by great faith in the ability of the state to
actively control economic development by means of central planning (Burnham, 2003). In
parallel with the growth reforms, social welfare systems were rapidly expanded, resulting in
the public sector growing in pace with the economic transition. This threw the public finances
off balance, which, combined with the oil shocks in the 1970s, was to plunge the country
into a deep recession.
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Ireland joins the EC

In 1973, Ireland joined the European Communities (EC), the precursor to today’s EU.
The aim of EC trade policy was to create an internal market with free movement of goods,
services, people and capital across the national borders of member states. At the time of
its accession to the EC, Ireland was by far the poorest of the member states in terms of per
capita GDP (see figure 2). Ireland’s material prosperity was about half that of Sweden at
the time, and considerably lower than most southern European countries.

Figure 2. GDP per capita of EC member states in 1973
Purchasing power adjusted USD
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Source: OECD via Macrobond.

Before Ireland joined the EC, its foreign trade was largely dependent on the UK. The Irish
decision-makers who advocated membership saw progress towards European free trade as
being crucial to expanding the Irish export market (Fitzgerald & Honohan, 2023).

Unlike Sweden, which had built up a strong export industry early on in sectors such as
steel, machinery and forestry products, Ireland long lacked a corresponding industrial base.
Its economy was largely agricultural, with limited production for export. This meant that
Ireland missed out on the advantages that industrialisation and export income brought to

many other Western European countries.

EC membership played a pivotal role in Ireland’s transformation from an agricultural
economy to a more advanced economy, despite the fact that, at that time, the trade barriers
between EC member states were considerably higher than in today’s EU.
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Membership of the growing EC benefited Ireland’s agriculture sector, but above all, it
increased the country’s attractiveness to non-European direct investment, especially from
the USA. Many foreign companies saw Ireland as a strategically advantageous gateway to
the European market, not least thanks to its favourable terms for establishing businesses
and its English-speaking workforce. As early as 1975, hundreds of foreign companies had
set up in Ireland and at the time, their production accounted for two-thirds of the country’s
total industrial output (Dorgan, 2006).
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Gloom in the 1980s and
new attempts to attract
investment

In the 1970s, two serious oil crises shook the global economy, leading to a major slowdown
of global growth. Ireland’s economy was hard hit and the crisis was exacerbated by an
expansive and misdirected financial policy. Public spending increased rapidly, hand in hand

with soaring inflation (see figure 3).

Figure 3. Ireland’s consumer prices and public spending
Percentage annual change and percentage of GDP
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Source: CSO and IMF via Macrobond.

The situation deteriorated further in the early 1980s. Unemployment rose to as much as
17 percent, and the declining number of jobs once more fuelled emigration. The expansive
investments carried out to stimulate the economy contributed to public debt soaring to
more than 100 percent of GDP.
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To tackle this deepening crisis, Ireland embarked on a new, more restrained, fiscal policy
with the launch of The Programme for National Recovery. The budget was tightened
and a number of state-owned companies were privatised in a bid to lower the burden
of public debt.

At the same time, the government, employer organisations, trade unions and agriculture
organisations began to come together to tackle high inflation. Labour market conflicts and
significant wage rises had driven up the costs of production, eroding Ireland’s competitive-
ness. In this new cooperative sprit, the labour market parties agreed on more moderate pay
rises, compensated for in turn by lower income taxes. This model helped to stabilise the

labour market and restored cost control in industry (Walsh, 2002).

Despite the austerity in fiscal policy, attractive conditions for foreign direct investment
remained a central priority in the economic strategy. Furthermore, in the early 1980s, new
targeted initiatives were put in place to attempt to attract large industrial companies to
Ireland. One key reform was the introduction of a special corporate tax rate of 10 percent

for all companies operating in the manufacturing industry.

Several American information and communications technology (ICT) companies came to
Ireland, following in the footsteps of IBM back in the 1950s. Apple opened a production
unit in Cork in 1980, Microsoft set up in Dublin in 1985, and Intel chose to base its
European headquarters in the small town of Leixlip in County Kildare in 1989. The
following year, Dell opened a manufacturing unit in Limerick.

The International Financial Services Centre (IFSC), the financial district in Dublin
Docklands, was founded in 1987. The area was designed as a special economic zone, in
which a 10 percent corporate tax rate applied to companies providing financial services.
Besides the tax incentive, companies locating there were offered preferential rules on tax
exemptions and depreciation. The ambition was to match the attractions of established
and competing financial centres such as Luxembourg and the Channel Islands, and to
attract companies from other financial districts, including London.

The tax incentives were supplemented by ambitious infrastructure and housing projects,
which saw the previously derelict harbour area transformed into a modern, buzzing part
of the city. Together, these reforms set the stage for the area’s growth into a leading global
financial services hub, home to actors in banking, fund management, insurance and

financial technology.
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Harmonisation
of corporate tax

In the late 1980s, Ireland experienced an economic boom with strong business growth,
and efforts to attract foreign companies continued in the 1990s. The IDA was given a more
explicit mandate to seek to attract high-quality investment in sectors with high value added.

Ireland was already a popular destination for foreign direct investment but in the 1990s
inflows increased even more. Companies in the ICT sectors opened up new production
facilities, while the pharmaceutical industry and the financial sector expanded, taking

on an increasingly prominent role in the Irish economy.

Ireland’s success in attracting foreign capital started to provoke accusations of unfair tax
competition from other EU member states. The tax reforms had resulted in a complex
system that in practice meant that some companies in Ireland were paying among the highest

corporate tax rates in Europe while others paid one of the lowest (Doyle et al., 2025).

In November 1996, the European Commission informed the Irish government that the

10 percent corporate tax rate could not be maintained indefinitely as it was judged to
constitute an anti-competitive state aid. This led to efforts to produce a new, harmonised
tax policy. The decision-makers were keen that Ireland should not be seen as a tax haven

as this would risk damaging its international reputation. At the same time, they recognised
the importance of maintaining a low corporate tax rate to continue to encourage the inflow

of foreign investment.

In the late 1990s, the EU approved Ireland introducing a uniform corporate tax rate of
12.5 percent for all sectors — not just those that had previously been eligible for special tax
benefits. In practice, this meant a general reduction in corporate tax. Rates were harmonised
in stages, with the final adjustment to 12.5 percent entering into force in 2003 (see figure 4).
As a result, Ireland ended up with among the lowest corporate tax rates in the whole EU.
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Figure 4. Corporate tax rates in EU countries
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Source: Tax Foundation via Macrobond.

Figure 4 shows that corporate tax rates in EU countries have gradually decreased. This
illustrates the difficulty of maintaining a tax rate that is relatively high over time, as capital
and companies are an elastic tax base. High corporate tax rates risk companies choosing
to move to other markets, which has a negative impact on a country’s competitiveness and
growth in the longer term.
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Investing in education

At the same time as Ireland has chosen to attempt to attract foreign investment, its
education policy has become geared towards providing businesses with a qualified
workforce. Like the rest of society, for a long time the education system had been heavily
under the control of the Catholic Church and a major proportion of the population lacked
secondary education. Given this situation, Ireland’s decision-makers began to recognise
the importance of building up a domestic skills base to boost the country’s long-term
competitiveness and reduce dependence on imported labour.

In 19635, the OECD published the report Investment in Education, which exposed the
need for reform. The report proved a catalyst for wide-ranging restructuring of the Irish
education system. The most important measures included secondary education and school
transport being made free of charge. This led to a rapid increase in the level of education
among the younger population, while at the same time, there was a growing focus on
technical education.

In the 1970s and 1980s, Regional Technical Colleges (RTCs) were established across the
country. These were a group of state-funded higher education colleges that sought to meet
the growing need for technical and vocational education outside the traditional universities.
The investment was a success, and by the early 1990s Ireland had the highest proportion
of science and technical graduates aged 25-34 among OECD countries (Burnham, 2003).

In the 1990s and 2000s, investment in STEM subjects (Science, Technology, Engineering
and Mathematics) was expanded. The curricula for different levels of education were revised,
integrating STEM from early school age with the aim of preparing future generations for
an increasingly knowledge-intensive economy. Teaching also became more interactive and
student-centred, with the development of analytical and critical thinking highlighted as

a central goal.

On top of this, a range of initiatives were carried out to improve collaboration between
the education system and industry. The purpose was to ensure that education met labour
market needs and to smooth the transition from studying to the world of work. One
concrete example is the establishment of Science Foundation Ireland (SFI), a state research
funding body, one of whose roles is to increase awareness of the value of education in
STEM for society and of its importance for economic growth. Today, Ireland has the
highest number of STEM graduates per capita in the EU.

The proportion of the Irish population completing higher (tertiary) education has increased
significantly over time. In the 2000s, the proportion of those aged 25-64 with tertiary
education has grown from just over 20 percent to as much as 58 percent (see figure 5).
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By comparison, the equivalent figure for Sweden is 52 percent. This metric takes Ireland
from having been below the OECD average to today being one of the countries in the world
with the highest proportion of the population with tertiary education.

Figure 5. Proportion of 25—64 year-olds with tertiary education
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Note: For some years, there are no observations for the OECD average. Values have been interpolated
in these cases. The five most recent observations are based on actual data, however.

Source: OECD.

Ireland has scored above the OECD average in PISA surveys since they were introduced in
2000. Apart from some individual years, Ireland has performed better than Sweden in the
results. In the latest PISA survey from 2022, Ireland shared second place with Japan for
reading (Sweden was 14th), and was in seventh place for mathematics (Sweden 18th) and

eighth place for science (Sweden 17th).



Confederation of Swedish Enterprise
April 2026

Entry into the EMU

In the 1990s, economists were engaged in fierce debate over whether Ireland should join
the euro. The first step had been taken in 1979 when Ireland joined what was then the
European Exchange Rate Mechanism (ERM), a system that restricted how much currencies
were allowed to vary in relation to each other. Because the UK chose to remain outside the
system, the link with the British pound, which had prevailed since Irish independence in
the form of a fixed exchange rate, was unavoidably broken.

In the debate in the 1990s, the euro critics especially highlighted Ireland’s strong trade
relations with the UK, and the fact that the country’s economic cycle was not synchronised
with the major European economies, as arguments for remaining outside the eurozone.
There was a concern that a common monetary policy would not be tailored to Ireland’s

economic situation.

However, at the same time, there was a strong political desire for deeper EU integration and
for Ireland to further distance itself from the UK. In the mid-1990s, economic growth was
good and the standard of living rose. Many linked this positive trend to the benefits brought
by EU membership. There was therefore widespread support for joining the single currency.
Consequently, Ireland became one of the original eleven countries to adopt the euro when it
was introduced in 1999 and the euro replaced the Irish pound three years later.

It is hard to determine how great a role the introduction of the euro played in Ireland’s
economic development. One central challenge lies in separating the effects of the single
currency from the effects associated with EU membership.

One of the criticisms against the introduction of the euro is that it facilitated access to
international capital, which in turn may have contributed towards excessive risk-taking by
the Irish banks in the run-up to the financial crisis in 2008. However, this is contradicted
by how easy it was for non-euro countries such as Iceland and Latvia to borrow large
amounts of domestic currency on the international finance markets (Honohan, 2024).

Although it is probable that EU membership and access to the internal market played

a greater role in Ireland’s growth journey than the euro did, it is likely that joining the
currency union facilitated trade with other euro countries. This is supported by a report
by the Irish Economic and Social Research Institute, ESRI (Murphy & Siedschlag, 2008).
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The Celtic Tiger

After having got itself out of economic difficulties in the 1980s, Irish growth now noticeably
began to take off. In the 1990s, the Irish economy grew three times faster than the EU
average, with especially strong growth in the second half of the decade. It was in this period
that Ireland began to be called the “Celtic Tiger”. The name is derived from the Asian
“tigers” such as Taiwan and South Korea, which underwent rapid economic growth in the
period 1960-1990.

Growth in Ireland was largely export driven from the mid-1990s to the early 2000s. The
value of exports in euros was initially half that of Sweden’s but is now twice as high,
according to the way national accounting reports international trade.

The deepening of the EU’s internal market in early 1993 is often cited as an important
reason behind the increase in Ireland’s attractiveness as an export platform among
foreign-owned companies. As globalisation advanced, many of the companies that had
relocated to Ireland to obtain access to the European market also started delivering to
an even bigger global market.

At this point, exports were largely goods based, with foreign-owned companies in the
manufacturing industry accounting for the majority of the growth. The chemicals and ICT
sectors were particularly prominent, dominated by multinational companies like Pfizer,
Intel and Dell. Exports from these industries included pharmaceuticals, medical products,
computers and electronics components. According to the government advisory body Forfés,
at the turn of the millennium, Ireland had the highest per capita merchandise exports in the

world, excluding micro states such as Hong Kong and Singapore (Forfds, 2002).

Although the growth was largely export driven, private consumption accounted for a
significant chunk of the rise in GDP. This indicates that the material standard of living
improved rapidly during the period. Between 1995 and 2002, Ireland climbed from
position 21 to position 5 in the OECD’s GDP per capita ranking (figure 6), while private
consumption in fixed prices increased considerably faster than in many other countries
(see figure 7).
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Figure 6. Ireland and Sweden in the GDP rankings
Position among OECD countries based on purchasing power adjusted GDP
per capita in USD
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Figure 7. Private consumption
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Source: OECD via Macrobond.

This strong growth was also expressed in an increased need for labour. Unemployment
fell from above 15 percent to less than five percent. Ireland thus went from having one

of the highest levels of unemployment in the EU to being among the countries with the
lowest unemployment. The high growth also led to public debt as a proportion of GDP
more than halving.
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At the turn of the millennium, globalisation accelerated and foreign direct investment in
the Irish economy increased from a percentage of GDP in single figures to two figures in the
region of 10-25 percent. Sweden also experienced an inflow of foreign direct investment
in this period, partly in the form of the merger between Swedish Astra and British Zeneca,
plus Ford’s purchase of Volvo Cars (Sveriges Riksbank, 2000). However, unlike the trend
in Sweden, Ireland’s investment upswing was considerably longer lasting.

In the 2000s up to the financial crisis, exports of services also became an increasingly
more important driver of Irish growth. From previously having been seen as a low-cost
base for manufacturing industry, exports of I'T services in particular started to take off.
The increase was partly linked to many ICT companies working in Ireland shifting focus
from manufacturing to selling IT services. Changed distribution formats were another
factor. Software previously delivered physically, for example by diskette or CD-ROM,
and so classified as goods exports, now began to be delivered digitally, and counted in

the statistics as exports of services.

In pace with the expansion of Dublin’s IFSC financial district, exports of financial and
business services became increasingly important for the economy. These sectors also made
a major contribution to growth in employment. Although many of the jobs were linked
to major international banks, at the same time a significant number of Irish start-ups
emerged in this period, indicating an improvement in the domestic investment climate
(Burnhan, 2003).

It was during this time that Ireland was first seriously able to reap the fruits of its invest-
ments in education and its highly educated workforce, as many well-educated young Irish
people had previously chosen to leave the country in search of better opportunities abroad.
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The financial crisis and
Ireland’s route out of it

Ireland’s boom years in the Celtic Tiger era came to an abrupt halt when the financial crisis
of 2008 rocked the global economy. The crisis hit Ireland hard, with its economy having
experienced rapid growth in the 1990s and early 2000s after decades of low productivity,
high unemployment and widespread emigration.

Ireland was one of the European countries to be worst hit by the financial crisis. In several
ways, the country shared the underlying problems that were the cause of the collapse

of the American banks. The causes, outlined below, are described in the Honohan Report
(Honohan, 2010), named after the then Governor of the Central Bank of Ireland, and
commissioned by the Irish government after the crisis.

Strong growth in the Celtic Tiger years, combined with low interest rates and a growing
population, fuelled rapid expansion in the construction sector. Between 1995 and 2007,
housing prices more than quadrupled — an increase that widely exceeded that in most other

European countries (see figure 8).

Figure 8. House price trends
Index 1995 =100

600 Ireland 600
550 === Sweden 550
500 === UK 500
450 === Germany 450
400 ™= Spain 400
350 350
300 300
250 250
200 200
150 150
100 « e e BT S S . o o o e e e m - - - 100
50 50

1995 2000 2005 2010 2015 2020 2025
Source: OECD via Macrobond.
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This expansive development was largely financed by extensive bank lending, enabled

by easily accessible international capital. The Honohan Report asserts that Ireland’s
banks were over-exposed to the property sector, especially by risky lending to property
developers and house buyers as the housing bubble grew. The report also draws attention
to the government’s responsibility for having contributed to the overheating through an
expansive tax policy and poor financial governance (Honohan, 2010).

After house prices peaked in 2007, the tide rapidly turned. The subsequent collapse
exposed the over-indebtedness of mortgage-holders, property developers, construction
companies and a number of other businesses that had upped their debt to expand their

property investments.

Construction activity collapsed and employment in the sector plummeted by more than
60 percent. The economic slump deepened further as the global financial crisis escalated
and households increased their precautionary saving.

The Irish banks had high risk exposure to the property sector and when the ability to repay
these loans began to be questioned, the banks became increasingly dependent on central
bank refinancing. When Lehman Brothers collapsed, it became clear that several of the
Irish banks had serious liquidity problems. In response, the government issued a general
guarantee for six of the country’s biggest banks with the aim of covering potential losses
of up to EUR 400 billion. Although it was unlikely that the whole amount would actually
need to be paid out, this reawakened fears for the health of Ireland’s national finances.

In 2009, the government was forced to nationalise one of the hardest hit banks and inject
capital into another two. At the same time, the National Asset Management Agency
(NAMA) was set up as a government body whose main job was to restore market trust

by buying up large proportions of the banks’ insecure assets.

The measures taken by the Irish government only stabilised the situation temporarily.
The crisis had tough economic consequences. Unemployment soared, resulting in a huge
increase in public expenditure due to sizeable unemployment-related costs. The national

debt grew rapidly and its strained public finances impaired Ireland’s creditworthiness.

At the end of 2010, Ireland was granted a bailout of EUR 85 billion from the EU and the
IMEF. In return, it was obliged to implement major reforms, including reducing the budget
deficit, strengthening the banking system and introducing structural changes in the economy.
The measures included public sector pay cuts and tax reforms.

However, the low corporate tax rate was not changed. This was a deliberate political choice
because an increase would risk driving away the multinational companies that had been
crucial to Ireland’s economic upswing in the preceding decades.
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In 2012, Ireland’s unemployment and gross public debt reached levels reminiscent of the
deepest crisis years in the 1980s (see figure 9). Although it was not obvious at this point,
the turnaround began the following year. The companies began reinvesting and employing
new staff, leading to a gradual decline in unemployment. The financial markets regained
trust and house prices began to recover.

Figure 9. Ireland’s unemployment and gross public debt
Percentage of workforce and percentage of GDP
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Sources: European Commission and the IMF via Macrobond.

Patrick Honohan, former Governor of the Bank of Ireland, who wrote the report on

the causes and course of the financial crisis, points out three factors that contributed to
Ireland’s recovery. Firstly, the highly educated population understood the need for fiscal
policy belt-tightening, which created popular acceptance for the necessary reforms.
Secondly, the recovery benefitted from a long period of record-low interest rates. And
thirdly — and perhaps most importantly — the multinationals chose to stay in the country
and in many cases expand their presence after the crisis (Christie, Gilmore & Honohan,

2025). This led to Ireland experiencing a new economic upswing from the mid-2010s.
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A European R&D hub

Its business-friendly climate, highly educated workforce and advantageous tax incentives
are often cited as the success factors behind Ireland’s ability to attract investment. Apart
from having one of the lowest corporate tax rates in Europe in the 2000s, other forms

of tax relief and business subsidies have also played a role.

The extensive network of tax agreements Ireland has built with a large number of countries
is often cited. These agreements help multinationals to avoid double taxation on their
profits. A robust system protecting intellectual property rights, and a transparent legal
system are also factors that are considered to make Ireland an appealing destination for
foreign direct investment (Center for City Development Policy, 2025).

In recent years, the Irish government has placed great emphasis on creating attractive
conditions for multinational companies to invest in research and development (R&D) in
Ireland. The aim is to boost international competitiveness by encouraging the production
of high-quality goods and services. These investments have helped to position Ireland as

a European R&D hub for several leading American tech giants, including Google, Amazon
and Meta (Facebook).

In 2004, a system was launched that enables companies to receive tax credits for R&D.
The system has been extended in various stages and means that companies of all sizes that
conduct research and development in the EU and the UK are able to enjoy tax relief of up to
30 percent for R&D-related expenses, including staff and equipment. A previous evaluation
by the Irish Department of Finance shows that around 60 percent of the R&D carried out
in the period 2009-2014 would probably not have occurred in the absence of the tax credit
policy (Acheson & Malone, 2016). Companies have also indicated that the tax credits are

a key element in their decision to invest in Ireland (Barry & Kennedy, 2020).

To further boost the innovation climate, a special tax incentive, the Knowledge Develop-
ment Box (KDB) was introduced in 2016. The KDB regime seeks to reward companies
that develop intellectual property assets, such as patents and software, by offering a
lower corporate tax rate on profits generated from these assets. To qualify, the intellectual
property must have been developed in R&D activity actually carried out in Ireland, rather
than the company merely owning the rights. When it was introduced, the KDB meant an
effective tax rate of 6.25 percent, in other words half of the ordinary corporate tax rate, in
that 50 percent of the profits from qualifying assets were exempt from taxation. This level

has later been modified to company with international tax rules.
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In parallel, different Irish authorities over the years have worked to promote research in
a number of different subject areas. Since 2024, Research Ireland has been the main body
responsible for strengthening Ireland’s international position as an attractive location for
R&D, working closely with actors such as IDA and Enterprise Ireland.

As a proportion of GDP, Ireland’s R&D expenditure is relatively modest when compared
internationally. However, this should mainly be viewed in the light of Ireland’s GDP being
exceptionally high, rather than as its R&D expenditure being low. In per capita terms,
business R&D expenditure is above the EU average. We can also observe a marked increase
in R&D-related activities in recent years. Business R&D expenditure per capita is now at
the same level as in Sweden (see figure 10).

Figure 10. Business enterprise R&D expenditure
Purchasing power adjusted USD
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Source: OECD via Macrobond.
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Multinational companies
with a presence in Ireland

Ireland has been hugely successful at establishing itself as an attractive destination for foreign
investment. This is the result of long-term reforms and targeted efforts on the part of several
different actors who have actively marketed Ireland as a strategic choice for multinational
companies. Although foreign-owned companies only make up a small proportion of all
companies operating in Ireland, they account for more than a quarter of employment and

as much as 70 percent of the value added created in Ireland’s industry (see figure 11).

Figure 11. Contribution of foreign-owned enterprises
to Ireland’s industry
Percent

No. companies No. employees Value added
" |rish-owned companies  ® Foreign-owned companies

Note: Refers to 2022.
Source: CSO.
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INFORMATION BOX

A majority of these companies originate outside the EU, with UK companies dominating
numerically. This is a throwback to the historic link between the countries. On the other
hand, American-owned companies employ more people and account for more than
three-quarters of value added on their own (see figure 12).

Figure 12. Share of foreign-owned enterprises operating in Ireland
by country of ownership
Percent
Number of Number of Value added
companies employees
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Note: Refers to 2022.
Source: CSO.
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It is well known that many major multinational companies have chosen Ireland for tax

reasons. However, it is less well known how early many of these companies first set up

production or operations in the country. Below is a selection of familiar companies that

have production or their headquarters in Ireland today with the year in which they located

operations in Ireland.

Table 1. Selection of multinational companies operating in Ireland.

Company Year established in Ireland

Siemens 1925
Johnson & Johnson 1935
Abbott 1946

IBM 1956
Ericsson 1957
IBM 1956

Pfizer 1969
Hewlett-Packard 1978
Apple 1980
Microsoft 1985
Oracle 1987

Intel 1989

Dell 1991

Cisco 1995
Salesforce 2000
PayPal 2003
Google 2003
Amazon 2004
Meta (Facebook) 2008
LinkedIn 2010
Airbnb 2012

Source: Own compilation.
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Is Ireland the second
richest countryin
the OECD?

Since the “Celtic Tiger” years began in the mid-1990s, Ireland has experienced growth
that is unparalleled among other developed economies. In fixed prices, GDP for the EU
as a whole has increased by 60 percent since 1995, while Sweden’s GDP has increased by

90 percent in the same period. The equivalent figure for Ireland is a massive 400 percent.

Measured in euros, Irelands economy today is about the same size as Sweden’s despite its
population being only half the size. In terms of purchasing power adjusted GDP per capita,
Ireland overtook Sweden back at the turn of the millennium and passed the USA in 2015
(see figure 13). Since then, Ireland has been in second place behind Luxembourg in the
OECD’s GDP per capita ranking.

Figure 13. GDP per capita
Purchasing power adjusted USD, thousands

140 e Ireland 140

130 Sweden 130

120 USA 120
110 === EU 10

100 100
90 90

80 80

70 70
60 60
50 50

40 40
30 30
20 20
10 10

1995 2000 2005 2010 2015 2020 2025

Source: OECD.



Ireland’s economic boom — Ten lessons for Swedish growth

27

The fact that many multinationals have chosen to set up in Ireland for tax reasons has made
the economic statistics harder to interpret. GDP measures the value of all goods and services
produced within a country for consumption, export and investment. In Ireland’s case, a
large proportion of this value consists of profits that are generated inside the country, true
enough, but which then flow out again to foreign owners.

Gross national income (GNI) is a measure that provides a more accurate picture of the
value that benefits the Irish population, as this measurement excludes the profits that
foreign-owned companies operating in Ireland take out of the country.

However, like GDP, GNI is a gross measure, which means that depreciation, in other
words the loss of value of assets, has not been deducted. In Ireland’s case, this depreciation
tends to have a major impact on GNI because many multinationals have chosen to transfer
their intellectual property assets to Irish subsidiaries. These assets, in the form of patents,
for example, are often very high value and can also easily be moved from one country to
another. Such transfers can cause GNI to jump around in a way that does not accurately

reflect domestic economic activity.

Ireland’s Central Statistics Office (CSO) therefore publishes a modified GNI measure that
seeks to adjust for this. This measure is often written as GNI*. Besides excluding deprecia-
tion of intellectual property assets, similar adjustments are also made for leased aircraft.

Many of the world’s commercial airlines do not own their own aircraft, and instead lease
them from leasing companies. The largest global actors in aircraft leasing are based in
Ireland and lease out planes that operate around the globe. In the national accounts, these
aircraft are counted as Irish assets although they are manufactured abroad and rarely, if
ever, traffic Irish airspace. For example, a plane may be manufactured in the US, fly routes
in South-East Asia, and yet still be counted as an Irish asset if it is leased from a company
headquartered in Ireland. Depreciation on these thousands of aircraft affects Ireland’s GNI
despite having a very limited effect on employment and production. Therefore it has been
decided to exclude this depreciation when calculating GNI* (CSO, not dated).

Furthermore, profits from companies that have formally moved their legal headquarters
to Ireland for tax reasons, but which in practice conduct little or no actual operations in
the country are also removed. This is done because their connection to the Irish economy
is weak.

Figure 14 shows the difference between GDP, GNI and the modified measure GNI*

for 2024. The chart shows that the value of Ireland’s economy falls by more than EUR
100 billion when the net of primary income to and from abroad is removed from GDP to
give GNI. When further adjustments are made for depreciation and the profits described
above, the figure falls by a further approximately EUR 100 billion, producing the more
representative measure GNI*.
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Figure 14. Ireland’s GDP, GNI and GNI*
EUR billions
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Note: Refers to 2024.
Source: CSO via Macrobond.
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Figure 15 shows the trend in Ireland’s GNT and GNI* per capita over time compared with

Sweden, the USA and the EU. The comparison clearly shows that the differences in material

prosperity between Ireland and other countries are considerably lower than that indicated

by figure 13, in which the comparison is based on per capita GDP.

It reveals particularly clearly how the major drop in the financial crisis meant several years

of lost development. In this comparison, material prosperity in Ireland is roughly the same

level as in Sweden, and not twice as high, as GDP per capita may imply.

Figure 15. GNI per capita
Purchasing power adjusted USD, thousands
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Note: The time series have been produced by purchasing power adjusting GNI in the national
currency using the PPP exchange rates used by the OECD when calculating purchasing power
adjusted GDP. The values are then divided by the population to obtain the per capita figure.
For Ireland* the calculation is based on the modified measure GNI* instead of GNI.

Sources: CSO, OECD, European Commission, the World Bank and own calculations.
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When Ireland’s GNT* per capita is expressed as a quotient in relation to Sweden’s GNI per
capita, an interesting pattern emerges (see figure 16). According to this quotient, Ireland’s
prosperity amounted to just over 75 percent of Sweden’s level in 1995. In the decade

that followed, Ireland quickly converged with Sweden, reaching almost the same level

of prosperity in 2005. However, the financial crisis was a major setback. The prosperity gap
expanded, becoming even wider than it was in 1995. This was followed by the start of a
recovery, and in 2022, the quotient exceeded 1. This means that Ireland’s GNI* per capita
was higher than Sweden’s GNI per capita at that point.

Ireland’s GNI* per capita as a proportion of Sweden’s

GNI per capita
Quotient
110 110
1.05 1.05
1.00 1.00
095 095
090 090
0.85 0.85
0.80 0.80
075 075
0.70 0.70

1995 2000 2005 2010 2015 2020 2025
Sources: CSO, OECD, the World Bank and own calculations
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If all OECD countries are ranked by purchasing power adjusted GNI per capita, instead
of GDP per capita, and we use the adjusted measure GNI* for Ireland, the country finds
itself in eighth place in the global rankings instead of second (see figure 17). This is still

a high position that indicates good material prosperity, but the ranking does not look
quite as exceptional. The description of Ireland’s growth journey is thus affected by which

economic statistics are used as the basis for the analysis.

Figure 17. Top 15 countries ranked based on GDP and GNI
Purchasing power adjusted USD
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Note: Refers to 2024. GNI per capita has been produced by purchasing power
adjusting GNI in the national currency using the PPP exchange rates used by the
OECD when calculating purchasing power adjusted GDP. The values are then divided
by the population to obtain the per capita figure. For Ireland* the calculation is based
on the modified measure GNI* instead of GNI.

Sources: CSO, OECD, European Commission, the World Bank and own calculations.
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Significance of multi-
nationals for prosperity

Although Ireland’s growth figures are partly exaggerated due to the widespread presence
of multinationals, these companies have still had several decisive effects on Ireland’s society
and prosperity that are positive in the long term.

Not least, they have been an important engine for employment. In the “Celtic Tiger” years
of the 1990s, foreign-owned companies accounted for an estimated 70 percent of growth in
jobs (Forfas, 2000). Today more than one in four people are employed in a foreign-owned
company, although these only make up approximately three percent of the total number
of companies in the country (see figure 11). In addition to the direct jobs created, the multi-
nationals have also generated sizeable indirect employment in various supporting industries.
Estimates from the IDA indicate that for every ten jobs created in the companies with which
the organisation works, eight more are created in the rest of the economy (IDA, 2022).

The multinationals have also played a crucial role in Ireland’s public finances by contributing
significant tax income. Despite the country long having had one of the lowest corporate tax
rates in Europe, tax on corporate profits accounts for an unusually high proportion of total
tax income. In recent years, corporate tax has made up more than 20 percent of Ireland’s

total tax income (see figure 18). This is twice the OECD average and considerably more than
in Sweden where the corresponding proportion is just over 8 percent.

This income has largely enabled Ireland to report a surplus in its public finances in recent
years, with the exception of the pandemic period of 2020-2021. Ireland is thus a clear
example of a low tax rate not necessarily leading to lower income. On the contrary, the
Irish model shows how a competitive, pro-investment tax policy can attract foreign capital
and generate higher tax income in the longer term.
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Figure 18. Ireland’s income from corporate taxation
EUR billions and percentage of total tax income
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Note: For 2024, one-off income is included due to the Court of Justice of the European Union
ruling requiring Ireland to recover unpaid tax from Apple, as the company had benefitted from
illegal tax breaks. Excluding this extraordinary income, corporate tax income amounted to
EUR 281 billion for that year.

Source: CSO.

This positive economic development has also been shared by much of the population. Unlike
Sweden and many other OECD countries where income disparities have increased over
time, in the past 25 years, Ireland has shown a reduction in inequality (see figure 19). This
can partly be explained by strong public finances creating scope for effective redistribution
measures. However, the widespread employment effects and higher real wages which have
improved living conditions for many households, so contributing to a more equal distribution

of income, are even more important.

Figure 19. Ireland’s and Sweden’s Gini coefficient
Index
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Source: The World Bank via Macrobond.
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Besides creating employment and generating income for the public purse, multinational
companies have also played an important role in spreading knowledge, ideas and technical
skills in Ireland. By establishing advanced businesses in IT and the pharmaceutical
industry, for example, they have introduced new standards in innovation, production
and business models.

These companies have enabled many Irish employees to access high levels of education and
career development opportunities. This not only improves the individual’s skills but also

helps to raise the overall level of skills in the country. Over time, these skills can be spread
further when people change employer or start their own business. These positive effects are

not always directly measurable, but are still significant.
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Future challenges

Over the past fifty years, Ireland has developed from being one of the poorest countries in
Europe, with weak growth and a shrinking population, to currently ranking as one of the
better off. Especially in the past three decades, few countries can match Ireland’s growth.

However, growing so rapidly has not been without its challenges. Since the early 1990s
alone, Ireland’s population has grown by more than 50 percent, which is considerably
more than both Sweden and the OECD average, where the equivalent growth is around
25 percent. This strong population growth helped to inflate the Irish property bubble,
which, in combination with the financial crisis of 2008, ultimately burst with massive

economic consequences.

The traces of the property crash are still clear. Housing construction has not yet recovered
to pre-financial crisis levels and has not kept pace with population growth in the past
decade. This has led to a widespread housing shortage, which is reflected in a relatively
large number of young adults still living at home with their parents. Although Ireland has
the lowest median age in the EU, it too faces demographic challenges in the form of an

ageing population and a shrinking number of people of working age.

In parallel, dependence on tax income from multinational companies has increased,
especially from the US tech giants. In 2024, foreign-owned companies accounted for
a record 88 percent of all Irish corporate tax receipts, with the ten largest companies
together responsible for more than half of this income (Revenue, 2025).

Since 2024, in line with OECD regulations, the EU countries have applied an inter-
nationally agreed minimum tax rate of 15 percent for companies with an annual turnover
exceeding EUR 750 million. It has been claimed that the regulation reduces the incentive
to transfer corporate profits to low-tax countries, which in turn may lead to multinationals
reducing their presence in Ireland. Other analysts, however, consider that the fears are
exaggerated because Ireland’s company-friendly environment continues to offer powerful
competitive advantages.

Nonetheless, Ireland’s great dependence on tax income and employment from a concen-
trated group of American tech and pharmaceutical companies has made it particularly
vulnerable to changes in USA trade policy. On repeated occasions Donald Trump has
criticised Ireland for having lured away American companies with decades of low
corporate taxation — a problem he says he wants to address with tariffs.
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Protectionist action from the USA risks threatening Ireland’s highly concentrated tax base,
especially if a return of production to the USA is combined with incentives to also move
immaterial property assets such as patents and licences. In the long run, this could pose
a risk to Ireland’s public finances.

A report co-authored by Ireland’s Finance Department and the Economic and Social
Research Institute ESRI shows that an escalated trade war could have a significant negative
impact on Ireland’s traded economy, with effects on the labour market, household consump-
tion and domestic demand as a whole (Economic and Social Research Institute, 2025). In the
light of this, Ireland’s government has clearly emphasised that retaining jobs and protecting

the country’s competitiveness will be the highest priority in the years to come.
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Ten lessons from
Ireland’s growth journey

In this report we have shown that Ireland experienced an exceptional increase in growth,
which resulted in the Irish economy growing by more than 400 percent in fixed prices since
the mid-1990s. From the early 1970s, Ireland has advanced from position 22 to position
2 in the OECD’s GDP per capita ranking; no other country has moved up more places in
this period. At the same time, Sweden is the country that has fallen the greatest number
of places in this ranking in the same period, dropping from position 4 to position 13.

It is important to recognise that Sweden’s and Ireland’s GDP has developed in different
circumstances. Sweden established a competitive export industry early on, based on strong
domestic innovation capacity combined with openness to the outside world. Ireland, on the
other hand, was long characterised by an inward-looking, protectionist policy, with few

large, innovative, multinational companies.

It was only once Ireland opened up its economy and welcomed foreign investment that
the negative trend could be reversed. Ireland’s GDP growth therefore started out from
a considerably lower level than Sweden’s, which means that its rapid growth is also a
result of Ireland having caught up with comparable economies and, over time, realised
its underlying growth potential.

EU membership and access to the internal market are often highlighted as crucial factors
behind Ireland’s success. At the same time, there are several examples of other member
states that, despite similar circumstances, have not managed to reap the benefits of EU

membership to the same extent.

Our conclusion is that Ireland’s recent exceptional growth cannot be explained by any
specific choice or individual event. Instead, Ireland’s economic boom should be seen as
the result of a number of long-term reforms that have successively improved the country’s
business climate and its competitiveness. In a relatively short time, this has led to Ireland
going from having been the poorest country in Western Europe to having the second
highest purchasing power adjusted gross domestic product per inhabitant in the OECD.

We can state that Ireland’s rapid growth coincides with an overarching focus on a pro-
investment policy which has led to world-leading multinational companies choosing to base
parts of their operations in the country. This illustrates that in an increasingly globalised
world, in which capital moves easily across national borders, it is important that a country’s

conditions for investing and conducting R&D are better than those of other countries.



Ireland’s economic boom — Ten lessons for Swedish growth

37

We consider that policymakers in Sweden can learn lessons from this and, like Ireland,
increase growth through measures that are favourable to investment. Important reforms
to achieve this are:

(1) Gradually reduce the corporate tax rate to the EU’s minimum level. The choice of
having one of the lowest corporate tax rates in Europe has seen Ireland become an
attractive country in which multinationals want to base part of their operations. In a
globalised world it is difficult for a country to have higher corporate tax rates than its
nearest competing countries.

(2) Make tax incentives for investment in R&D considerably more attractive for
companies, both by opening up the opportunity to more companies and by raising
the ceiling amount. In Ireland, companies are able to deduct up to 30 percent of the
cost of investment in R&D without any upper limit. In Sweden, companies may only
deduct 20 percent of employer contributions on pay to staff who work on R&D,
while the maximum ceiling is SEK 36 million. This makes today’s R&D incentive
barely worth the attention of the major multinationals who account for the majority
of Sweden’s R&D investment. Less generous tax incentives for R&D investment
mean a significant risk that companies in Sweden will choose to invest in R&D in
countries with a more generous tax regime, while foreign companies will be less
inclined to locate their R&D investments in Sweden.

(3) Concentrate investment promotion in a single agency (like Ireland’s IDA). Then give
that agency the resources and authority it needs to best attract investment to Sweden.
In Sweden we have mainly focused on export promotion measures, but in a time
of geopolitical uncertainty, the focus should be shifted much more towards providing

companies with greater incentives to steer their investments to Sweden.

Our review of Ireland’s pro-growth reforms shows that it is not only competitive taxes on
enterprise that are significant for boosting growth. Another success factor is the way Ireland
made it easier for companies to invest in and relocate to the country. This illustrates the
importance of policymakers in Sweden:

(4) Reducing long permit application processes and making them more transparent.
When complex permit processes mean it takes longer to make investments in Sweden
than in other countries, this inhibits investment and hence growth. One of the most
important reforms to shorten permit application processes is to bring the granting

of environmental permits under one roof at one agency.

(5) Cutting red tape and putting a stop to over-implementation of various EU rules
in Sweden. In a number of areas, such as digitalisation and AI, the housing market
and VAT, the effect of regulatory complexity is to inhibit the growth of companies
operating in Sweden.

For a long time now, research into growth has also asserted that a country’s human capital
is extremely important to achieving high growth. Part of Ireland’s growth strategy has
been not only to attract investment in real capital but also to attract talent and expertise
from abroad to move to Ireland. This type of highly qualified immigration tends to have
very positive effects on a country’s growth.
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Besides attracting a highly qualified workforce from abroad, Ireland has implemented
wide-ranging measures to create an education policy that matches industry’s needs for
a qualified workforce.

Some important lessons for Sweden in this regard are that a growth strategy should include

measures that ensure that:

(6) A strategy for attracting international talent and expertise is put in place. One
important element in such a strategy is lowering the maximum marginal tax rates on
work to make it more attractive to work in Sweden. This strategy should also include
taxing employee options as capital income instead of as work income, and taking
steps to make it quicker and easier for highly qualified workers to obtain work permits

in Sweden.

(7) Education policy is designed to meet Swedish industry’s need for labour. Every step
— from preschool to postgraduate level — must pass on the knowledge and skills that
will enable people to enjoy excellent employment opportunities. This can be done
by basing compulsory education around science and proven experience to a greater
extent, increasing input from industry in vocational education, increasing resources
for higher education provided in partnership with industry, and investing in research

in areas that have a major impact for Swedish companies.

Ireland has not let a thousand flowers bloom. Instead their growth strategy has been
focused on facilitating investment and attracting talent in strategically important areas.
In Sweden too, we need to focus much more on implementing reforms that strengthen areas
that are important to kickstart growth and boost Sweden’s competitiveness. This can be

achieved, for example, by:

(8) Investing in continuing to develop the strengths Sweden has as a research nation
and where we can observe many companies of the future. Sweden is a trailblazer in
the development of Al and green technologies, for example. There should therefore
be a greater emphasis on Sweden becoming the leading country in the world in the

emergence of companies able to use and develop these technologies.

(9) Introducing a strategy to raise attainment in STEM subjects. Countries with strong
skills in these areas are better equipped to successfully apply future technological
shifts, which in turn can lead to higher productivity in the private and public sectors.
Ireland’s education system in STEM, and its partnerships between the education
system, industry and other actors in society can serve as inspiration when drawing up

such a strategy.

To conclude, we can state that Ireland has chosen to implement a policy that improves

the playing field for companies and so increases their desire to grow, at the same time

as attracting more companies that want to invest in the country. Despite Ireland having
suffered a number of recent crises, by and large, the companies have chosen to stay put in
the country — many have even chosen to expand. One explanation is that the policy pursued
in Ireland enjoys broad political support. Irrespective of the government in power, the
companies know that the policy will remain in place, creating a lasting business climate that
these companies can plan around.
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In many ways, Sweden is better placed than Ireland was when it began its growth journey.
Above all, Sweden has a diversified industrial base with many innovative, export-oriented
and world-leading companies. Sweden’s opportunities to strengthen its future competitive-
ness are largely about building stable and predictable conditions for a growing business
community. This can make Sweden an attractive country in which to invest; better
equipping Sweden to meet structural transformation in the future. One lesson for Sweden
is therefore that:

(10) Policymakers need to create long-term, stable conditions that encourage companies
to choose to invest in Sweden and employ people in Sweden. This demands more
of a focus on broad political agreement and a climate of debate that shines a spotlight
on companies as the creators of growth they really are. What we do not need is policy-
makers that are suspicious of business and want to take back control, or that question
companies’ ability to make a profit and thus their ability to invest and expand.
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