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Special Committee on COVID-19 Response 

Leinster House 

Dublin  

D02 XR20 

5th June 2020 

Ref: SCC19R-I-0088 

Dear Ms. Fallon, 

Further to your above referenced correspondence dated May 28th, 2020, I enclose IDA’s written 

submission as requested. IDA is delighted to assist the Committee with its important work. 

Please do not hesitate to contact me at any stage should the Committee require anything further in this 

regard. 

Yours sincerely, 

Martin Shanahan 

Chief Executive Officer 
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IDA Ireland Submission to the Special Committee on COVID-19 Response 
 

1. Introduction and summary analysis of COVID-19 impact on Foreign Direct Investment (FDI) 

There are over 1,500 IDA supported multi-national companies operating in Ireland today. Many IDA 

clients have a long-standing investment in Ireland and it is important to note that over 500 IDA client 

companies have been operating here for over 20 years. The most visible contribution of IDA client 

companies to Ireland is the high-quality employment they provide across a broad range of sectors 

including Technology, Life Sciences, International Financial Services, Engineering and Global 

Business Services.  At year-end 2019, IDA clients directly employed over 245,000 people accounting 

for 10% of total employment and 12% of private sector employment. Indirectly, IDA client companies 

further support an estimated 196,000 jobs bringing the total employment impact to more than 440,000 

jobs, or, one in every five workers in the private sector. This impact is also felt even more keenly in 

regional locations where the number of IDA supported jobs are at their highest level in the history of 

the organisation. 57% of IDA client employment is in regional locations. IDA client companies also 

have a very significant economic impact in the form of their expenditure within the Irish economy. In 

2018, this amounted to €21.5bn across payroll (€13.3bn), Irish services (€5.6bn) and Irish materials 

(€2.6bn), with an additional €6.3bn on capital expenditure and €2.2bn on in-house R&D.  IDA client 

companies are also a major source of tax revenue, accounting for an estimated two-thirds of corporation 

tax1 and those employed in multinational companies account for a significant proportion of income tax 

receipts in Ireland.   

 

In the absence of a large-scale domestic market, it is Ireland’s ability to successfully export at scale, 

often in the form of exports by IDA client companies that helps us to pay our way in the world and by 

extension fund the public services and other benefits that contribute to our quality of life. Previous 

analysis by the OECD has observed that foreign-owned firms in Ireland are almost twice as export 

intensive (share of exports in turnover) as domestically owned firms, and their export intensity is 

substantially higher than the OECD median2. IDA Ireland supported firms accounted for 68% of all 

exports from Ireland in 2018.   

 

Summary analysis of COVID-19 impact on FDI 

There are two ways of looking at the impact of COVID-19 on FDI in Ireland; firstly, the impact on the 

new flow of direct investment into the State; and secondly the impact of the pandemic on the existing 

base of investment in Ireland. These are both dealt with in the following paragraphs.  

                                            
1 IDA calculations based on Revenue Payments and Returns data, excluding foreign multinationals outside of IDA’s area 

of focus (e.g. Wholesale and Retail Trade)  https://www.revenue.ie/en/corporate/documents/research/ct-analysis-2019.pdf 
2 http://www.oecd.org/investment/IRELAND-trade-investment-statistical-country-note.pdf 
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The flow of new FDI is being seriously impacted by the COVID-19 pandemic, with the United Nations 

Conference on Trade and Development (UNCTAD) expecting global FDI flows to fall 30% to 40% in 

2020. Preliminary data on global greenfield FDI suggests there was a 44% decline in March 2020 

compared with March 2019, and an estimated 70% year on year decline in April3. An EY survey last 

month found that 51% of business leaders expected a minor decrease in their 2020 investment plans in 

Europe due to COVID-19, with 23% planning to delay investment plans until 2021, 15% substantially 

decreasing investment plans in 2020, and 11% making no change to their 2020 investment plans4.  IDA 

Ireland already has seen an impact on our core business activities because of the disruption. It is too 

early to say what the impact will be on investments and job numbers in 2020 and into 2021. The 

competition for FDI in our key sectors is intensifying as countries increase their focus on self-

sufficiency and security.  

While the existing stock of FDI appears to have remained resilient by comparison with other sectors, 

we have seen substantial temporary lay-offs, particularly among companies involved in the automotive 

sub-supply chain and companies whose activities are in or are linked to the travel, tourism and 

hospitality sectors. As of May 29th, IDA has noted approximately 1,400 permanent job losses in the 

portfolio due to COVID-19. This number is likely to continue to rise. Given the slowing inflow of new 

projects and the pressure on existing clients, the expectation is for an increased level of job losses this 

year. IDA is working with clients to minimise these impacts. 

 

Over the coming months, IDA expects cost containment and consolidation to be widespread across the 

portfolio as companies try to compensate for reduced revenue and increased costs imposed by the 

pandemic response.  Despite these challenges the FDI sector is expected to help stabilise Ireland’s 

Gross Value Added (GVA) and exports during the acute phase of the crisis, as we are fortunate to have 

strong sectors which are expected to weather the downturn relatively well, including Life Sciences and 

Technology5. However, success in these areas is not guaranteed and support for companies to reinvest 

in Ireland will be crucial to secure activity in the face of strong competition. 

 

  

                                            
3 Wavteq/FDI Markets, May 2020  
4 EY Europe Attractiveness Survey, May 2020  
5 ESRI, Quarterly Economic Commentary, Summer 2020; Department of Finance,  Stability Programme Update, 
April 2020; European Commission Spring Economic Forecast for Ireland 
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2. Impact of COVID-19 on the existing FDI base at sectoral level 

IDA has an ongoing process of engagement and communication with our clients via several channels 

and we have engaged with our clients in a structured way to understand the impact of COVID-19 on 

their businesses. The impact by sector can be summarised as follows:  

 

▪ Engineering: There has been a significant impact from demand and supply shocks caused by 

COVID-19 among clients in the Engineering portfolio, who are vital employers outside Dublin. 

The impact is driven by temporary production halts at car manufacturing plants, which have 

had a knock-on impact on automotive sub suppliers operating in Ireland. It is too early to say 

what the longer-term impacts will be on an automotive sector that was already undergoing a 

transition. 

 

▪ Life Sciences (Biopharma & Medical Technologies): Clients are focused on continued 

demand for essential products and increasing demand for production related directly to COVID-

19 (including vaccines and anti-viral medications). Clients are also dealing with a demand-side 

shock in relation to the cancellation of elective surgeries in many countries due to the pandemic.  

 

▪ Content, Consumer and Business Services (CCBS) & Technology: The impact of the 

COVID-19 pandemic is particularly evident in CCBS and among clients whose services and 

activities are in or are closely linked to the travel and hospitality sector, in addition to consumer 

facing activities such as customer services and business process outsourcing (BPO). There is a 

risk of future job losses if companies choose to scale back their consumer businesses and/or 

reduce discretionary spending, for example on digital advertising.  

 

▪ International Financial Services (IFS): There has been a relatively low impact evident to date 

in IFS, although some pockets of risk do exist, particularly through the effect of the crisis on 

the clients of IFS companies (e.g. aircraft leasing, insurance and consumer finance). COVID-

19 is likely to impact on the financial performance of many companies in 2020, which may 

impact future hiring. 

 

Clients across all sectors continually reference the importance of ensuring critical infrastructure 

remains functioning and accessible.  I.T. infrastructure, transport, supply lines, power supply and water 

supply are all mentioned frequently. Clients have clearly signalled the importance of ongoing clarity 

from Government on the phased reopening of the economy. The publication of the Government’s 

Roadmap for Reopening Society and Business on May 1st has been of significant assistance in this 

regard. 
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3. Looking to the future 2020/2021- significant competition for reduced pool of FDI  

In an updated forecast on March 26th, UNCTAD estimated that the downward pressure on FDI flows 

could range from -30% to -40% in the next 12 months, down from a forecast of -5% to -15% earlier in 

the month. UNCTAD believe that the negative impact of COVID-19 on FDI could be “significantly 

worse on several accounts” than the global financial crisis due to several factors including: worldwide 

recessionary effects; delays in the implementation of investment projects; the risk of projects being 

interrupted or indefinitely shelved; the delayed announcement of projects; delays/declines in capital 

expenditure; and a slowdown in M&A.  

 

IDA has seen its business impacted since the beginning of 2020, first in China, then in other countries 

in Asia, then Europe, and then in our largest FDI source market, the United States. IDA has experienced 

an impact on our core business activities because of the disruption caused by COVID-19 and this will 

have a knock-on impact on investments in 2020 and into 2021. IDA offices have been closed 

temporarily but the IDA team is fully enabled to work remotely. The introduction of travel restrictions 

around the world and the widespread restrictions on external visitors by client companies is disrupting 

the typical way in which we engage with investors to build our project pipeline. The significant impact 

to date is evident across site visits, client meetings, marketing trips, announcements and events (e.g.  

site visits were down 20% year on year in Q1, - a trend that is likely to increase in the near-term). In 

line with our objective to maintain continuity of supply of service to our clients, IDA has developed a 

formalised remote site visit process. This supports due diligence and site investigation for both existing 

and new name target clients, enabling IDA to progress investment decisions and client discussions. 

While this helps to progress the decision-making process, many investors will continue to require a 

physical visit to a prospective site before a final decision can be made. 

 

Investment Promotion Agencies (IPAs) are reporting that the COVID-19 pandemic will likely bring 

permanent changes to FDI attraction.  There is likely to be an ongoing shift in focus to aftercare support 

for existing investors as the opportunity to attract new investors falls. With the shortage of medical 

supplies to combat the pandemic, and growing food security issues, IPAs globally are being called 

upon by their governments to shift strategic focus to key target sectors, including those sectors that 

drive Ireland’s economy, and that multinationals play a key role in, such as Life Sciences and 

Technology. The level of competition for investment in the key sectors that Ireland is currently strong 

in is set to increase significantly and Ireland must respond to fast changing dynamics.  
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4. The FDI sector can help stabilise Ireland’s GVA and exports  

The COVID-19 outbreak is causing significant disruption to economic activity around the world. 

Ireland is no different with the ESRI forecasting that the Irish economy will experience its largest ever 

annual decline in 2020 (GDP reduction of -12.4% in a baseline scenario).  However, the scale of the 

initial shock is expected to be less severe in Ireland compared to other advanced economies, due to the 

size of the FDI sector (including Life Sciences and Technology) as well as the relatively smaller size 

of the domestic sector, tourism and car manufacturing compared to many other OECD countries6. The 

NTMA similarly points out that even as the domestic sector is forced to partially or fully shut down 

during the lockdown, the Life Sciences and Technology sectors will help stabilise Ireland’s Gross 

Value Added (GVA).  

 

5. Measures needed to ensure our future attractiveness for FDI 

Ireland’s value proposition for inward investment is based on offering a safe and stable investment 

location with access to the EU market, an educated and skilled workforce, an attractive environment 

where people want to live and work, a competitive, consistent and transparent corporate tax regime 

and an excellent return on investment. This value proposition will continue to remain valid, but 

notwithstanding the inevitable constraints that will face the Exchequer in this forthcoming era of 

heightened competition for FDI, it is critical that investment in productive assets that enhance our 

competitiveness continues. 

 

It is in this context that IDA would endorse the recent analysis from the National Competitiveness 

Council7  that highlights the need for Ireland to focus on productivity enhancing areas including 

infrastructure investment, digital enablement and skills and training. Indeed, it is plain to see that 

targeted investment in skills and training will be a key priority for all sectors of the economy, including 

FDI, in the coming years given the probable legacy of high unemployment arising from the pandemic.  

 

As part of our ongoing response to the crisis, IDA, in conjunction with the Department of Business, 

Enterprise and Innovation and Enterprise Ireland, have developed a new €200 million grant scheme 

aimed at supporting the development and production of vital Covid-19 medicines and medical 

equipment in Ireland. The scheme was approved by the European Commission on Thursday 4th June 

under its Temporary State Aid Framework which allows additional aid to be granted by EU Member  

 

                                            
6 OECD, Evaluating the initial impact of COVID-19 containment measures on economic activity, April 2020 
7 http://competitiveness.ie/publications/2019/ireland-s-competitiveness-challenge-2019.html 
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States to companies that are developing or producing medicinal products used in the fight against 

COVID-19.  

 

The next wave of investment by the Life Sciences sector internationally will include a focus on 

COVID-19. The size and breadth of Ireland’s Life Sciences industry means we are well placed to 

leverage the Framework to support the industry to quickly contribute to global efforts to overcome the 

pandemic. This will form a key pillar in Ireland’s comprehensive economic recovery plan. The sector 

currently employs over 60,000 people in Ireland, of which 75% are based in regional locations. The 

sector also contributes significantly to the Irish tax base and this State investment will ensure the sector 

continues to grow, increasing employment and stabilising our exports and GVA over the coming years.  

 

 

6. Conclusion 

Ireland’s industrial policy is based on attracting FDI, growing exporting Irish companies and helping 

them to internationalise, and investing in innovation, research and development. All three elements 

will be required to secure recovery. Ireland will have to compete for a smaller global pool of inward 

investment as a result of the COVID-19 pandemic. Ireland’s current stock of inward investment will 

be negatively impacted by the COVID-19 pandemic; however, it is expected that it will prove more 

resilient than other parts of the economy.  Having set out above the very many essential benefits that 

FDI brings to our economy, it will clearly be an imperative for future economic policy formation to 

ensure that Ireland’s value proposition is as competitive and as attractive as possible in the new 

landscape that we will find ourselves. While IDA is fully cognisant of the likely constraints that will 

be placed on the Exchequer in the coming years, it is clear that targeted investment in areas such as 

infrastructure, skills and education, and digital enablement will benefit all sectors of the economy and, 

in the context of FDI, better position Ireland to continue to win high value inward investment that in 

turn makes a substantial contribution to the economy and society. 

 

IDA Ireland 

4th June 2020  
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