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The Common Consolidated Corporate Tax Base (CCCTB) for the EU has been 

around as a proposal has been for around a decade and a half.  The following 

considers some implications of the most recent proposal from the Commission 

(October 2016) for Ireland. 

 

1 Possible narrower base leading to voluntary opt-in by domestic companies 

Ireland’s current Corporation Tax regime includes a wider base than that in the 

CCTB proposal.  For example, the treatment of certain research and 

development spending is more generous under the CCTB (though Ireland does 

have a 6.25 per cent for certain profits as part of the Knowledge Development 

Box) while the proposal allows for a 50 per cent deduction for client 

entertainment expenses for which no deduction is allowed under the Irish 

system.  Under the proposal, the common base will be compulsory for all 

groups with an annual turnover of more the €750 million.  However, 

companies below this threshold can opt to select in.  This may be attractive to 

domestic Irish companies who may be able reduce, or even eliminate, their 

Corporation Tax liability by availing of the narrower base in the CCCTB.  The 

impact of this is difficult to assess but we know that 20 per cent of Ireland’s 

Corporation Tax revenues comes from domestic companies.  

 

2 Consolidation with a single rate all but eliminates Ireland’s 25 per cent and 

33 per cent rates 

Under the consolidation proposal countries get to apply a single rate to the 

corporate income tax base apportioned to them.  Again, a result of this is that 

it may be attractive to companies in Ireland who do not fall under the 

compulsory element of the CCCTB to voluntarily opt in.  An example here could 

include companies in extractive and mining industries which face a 25 per cent 



tax on their trading profits in Ireland.  The 25 per cent rate also applies to all 

non-trading income.  In 2014, nearly €2.5 billion of taxable income was subject 

to CT at the 25 per cent rate.  If this was reduced to 12.5 per cent the gross tax 

due from this taxable income would be €300 million lower.  The actual revenue 

loss will depend on whether any tax credits are applied and, of course, the 

amount of this tax base which is allocated to Ireland if it subject to the CCCTB 

formulary apportionment. 

It is also worth noting that in 2014 companies also had around €600 million of 

capital gains (excluding those on development land) that are subject to 

Corporation Tax at 33 per cent (i.e. the standard rate of Capital Gains Tax).  If a 

rate of 12.5 per cent was applied, then the gross tax due on these gains would 

be €125 million lower (assuming no apportionment).  

 

3 Estimated revenue losses to Ireland in other studies 

A number of studies have attempted to estimate the revenue impact of the 

CCCTB on Member States.  These are almost certainly underestimating the 

likely impact on Ireland. 

In 2012 a report commissioned by the Department of Finance was completed 

by Ernst and Young.  The findings of this report were applied by the ESRI in 

their recent assessment of the CCCTB. The EY analysis uses 2005 data and is 

based on 2011 version of the CCCTB proposal.  If it had applied in 2005 the 

report estimates that Ireland would suffered a loss of around €325 million in 

Corporation Tax receipts. This represents a reduction of 5.7 per cent.  

However, the tax of the affected companies in the sample was reduced by 45 

per cent, the largest drop reported.  Luxembourg was the only other country 

were the tax of the affected companies fell by more than 20 per cent.  

The EY report uses company financial accounts but these don’t give breakdown 

by jurisdiction.  The corporate income tax reported in the financial accounts 

could be paid to any country not just the country it reports in.  Also, the 

analysis implies location of sales using national export shares but these may 

not reflect sales to final customers by the companies. 

The European Commission recently published their staff assessment of the 

proposal which indicated that Ireland would experience a fall in Corporation 

Tax receipts equivalent to 0.14 per cent of GDP.  Using 2014 figures this would 



be around €250 million.  Like the EY analysis, the Commission’s approach again 

uses company financial data.  In both cases, it is not clear that the sample of 

companies included is representative of the Corporation Tax landscape in 

Ireland.  Eighty per cent of CT is paid by foreign-owned companies with roughly 

half of this coming from US-based companies.  Just ten companies pay 40% of 

Ireland’s CT.  If the sample does not include these companies or reflect the 

foreign-owned and, in particular, US-owned, companies in Ireland it will not 

give a useful indication of a CCCTB proposal on Ireland.  Again the EC study 

does not have data on sales by destination.  In this instance rather than try and 

impute the location of sales the EC study proxies sales with output.  This might 

be appropriate for some countries but it is wholly inappropriate for Ireland as 

almost all of the output of our largest CT payers is exported rather than sold in 

the domestic market. 

Neither the EY or EC approaches to analysing the CCCTB are likely to give a 

good indication of the Corporation Tax revenue implications for Ireland. 

 

4 Alternative approach: Analysing the manufacture of pharmaceuticals using 

aggregate data 

The pharmaceutical sector contributes around one-sixth of Ireland’s total CT 

receipts.  From 2008 to 2012 Ireland collected an average of €700 million per 

annum in CT from this sector.  Nearly one-quarter of the Gross Operating 

Surplus from the manufacture of pharmaceuticals in the EU is generated in 

Ireland.  Gross Operating Surplus is a national accounting concept which is akin 

to Earnings Before Interest, Tax, Depreciation and Amortisation (EBITDA) in 

financial accounts and can be used to proxy the tax base though there will be 

some differences.  At present, almost a quarter of the tax base in the EU from 

the manufacture of pharmaceuticals is in Ireland’s tax base.  We tax this at 

12.5 per cent and, until recently, collected around €700 million a year in CT 

from the sector. 

However, of the components of a CCCTB apportionment Ireland has 8 per cent 

of the capital investment in fixed assets, 3 per cent of the employees and 

employee compensation and just 1 per cent of sales in the EU.  If these 

aggregates are applied to the proposed CCCTB formula in a closed EU economy 

than Ireland’s share of the tax base in the EU would be just 4 per cent.  This 

implies a potential loss of about 80 per cent in Ireland’s tax base and would 



result in a loss of CT revenue of around €560 million a year from just this 

sector. 

 

5 Reaction of companies to a CCCTB system 

The introduction of a CCCTB will not eliminate, and likely not even reduce, tax 

planning by companies.  Tax planning and companies trying to minimise their 

tax bills will be a feature of any system.  We do not know how companies will 

respond if a CCCTB-type system is introduced.  For example, apportionment is 

only provided to countries where a company has a taxable presence (i.e. a 

permanent establishment).  If a company just makes sales into a country then 

that country will not be included in the apportionment of the tax base.  And 

even if a company has employees in a country that may not result in a taxable 

presence.  Staff in a warehouse do not constitute a taxable presence.  It is 

possible that companies could concentrate their activities in certain countries 

and try to avoid triggering a PE in other countries.  A car manufacturer could, 

for example, choose to use an independent import-distributor to sell their cars 

in some markets.  At present, such a sales function would be taxed on the basis 

of the added value created but under the CCCTB the tax for that country would 

be determined, among other things, by the proportion of sales going to that 

country.  If the company does not have a PE in a country then the sales from 

that country are excluded from the formulary apportionment.  Other 

companies such as pharmaceutical companies may be less willing to outsource 

their sales function and are more likely to have a taxable presence in most of 

their markets. 

 

6 Transfer pricing is still necessary for extra-EU transactions 

Although a CCCTB eliminates the need for transfer pricing on an intra-EU basis 

it will still be necessary to price intra-company transactions that take place 

with entities outside the EU.  This is particularly true for Ireland given the 

presence of US companies here with the Irish operations exploiting technology 

and platforms that are developed in the US.  On its own a CCCTB can increase 

the amount of profit from these technologies to be subject to tax in the EU.  It 

can merely reallocate it between Member States. 



It will also be the case that the incentive for smaller countries to ensure that as 

much profit as possible from these countries is included in the EU tax base will 

be significantly reduced as the revenue benefits will accrue to the larger 

countries rather than the country itself. 

 

7 Conclusion 

As 80 per cent of Ireland’s Corporation Tax is paid by MNCs it is clear that this 

tax base is subject to threat under a CCCTB.  Ireland’s tax base for domestic 

companies may also be affected if companies seek to avail of a narrower base 

and/or lower rates.  Given the large amount of Ireland’s Corporation Tax that 

comes from exporters - with all of the top 10 payers (accounting for 40 per 

cent of CT receipts) likely to be large exporters – it is not unduly pessimistic 

that Ireland could lose up to 50 per cent of our current Corporation Tax base if 

the CCCTB is to be introduced.   

There will likely be further knock-on consequences as companies react to the 

introduction of such a system.  At present, as well as around €3 billion of 

Corporation Tax, US companies in Ireland pay €6 billion of salary costs, 

undertake an average of €3 billion of in fixed capital investment and buy 

around €3 billion of goods and services from Irish suppliers.  This is a total 

contribution of €15 billion a year to the Irish economy.  Every year.    

There is no doubt that the system of taxing transnational companies has not 

kept pace with the modern economy and is in need of reform. However, it is 

hard to imagine any reform – even unilateral US tax reform – posing a greater 

threat to huge gains of Ireland’s most successful economic policy than the 

CCCTB. 


