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Key Messages
•	 Three Draft Country Specific Recommendations (CSRs)

are being proposed for Ireland.

•	 CSR 1 relates to fiscal discipline, broadening the tax base 
and addressing tax planning of multinationals. 

•	 CSR 2 relates to social inclusion and labour market 
activation policies.

•	 CSR 3 relates to public investment, focussing on 
sustainable investment and regional development. 

•	 Additional expenditure approved during 2018 has 
delayed achievement of the Medium-Term Objective.

•	 The Council has added a recommendation related to 
combating tax planning activities of multinationals.

•	 The European Council is recommending that Ireland 
implement more tailored activation policies for people 
in low-work intensity households. Historically, the Irish 
state has relied more on passive (unemployment benefits) 
than on active integration measures. 

•	 The Council is also calling on the Irish government to 
invest in a low carbon economy transition, greenhouse 
gas emissions, and social and affordable housing. While 
doing this, the Council advises that the government 
should take account of regional disparities.

•	 The tax planning activities of large multinationals affect 
not only national statistics but have a large effect on 
regional statistics, with consequences for regional policy 
at both a national and european level.

Introduction

This Note analyses the Country Specific 
Recommendations (CSRs) proposed by the European 
Council on 5 June 2019. The Recommendations form 
part of the European Semester process, and build upon 
the analysis included in the Country Report for Ireland 
2019, which was published in February. The PBO 
published a Note analysing the Country Report earlier 
this year. The CSRs are proposed by the European 
Commission, and are then subject to approval by the 
European Council.

Format of the CSRs

The Country-Specific Recommendations are set out in a 
Council Recommendation, and are preceded by recitals. 
These recitals provide context to the CSRs that follow, 
and give an indication of the Commission’s intention 
when drafting the CSRs. As the Recommendations 
themselves aim to be succinct, they generally attempt to 
combine a wide range of policy goals into a single CSR, 
meaning that the recitals are necessary to understand the 
intentions of those drafting each recommendation.

Table 1 shows the number of recitals that relate to 
each Country Specific Recommendation. This gives an 
impresion of the broad range of issues that each CSR is 
expected to capture. 

Table 1: Recitals relating to each Recommendation.1

Recommendation Recitals
CSR 1 7
CSR 2 1
CSR 3 8

CSR 1: Fiscal Discipline and Reform

The first Country Specific Recommendation includes five 
actions:
1. Achieve the Medium-Term Objective (MTO) in 

2020.
2. Use windfall gains to accelerate the reduction of the 

general government debt ratio.
3. Limit the scope and number of tax expenditures, and 

broaden the tax base.
4. Continue to address features of the tax system that 

may facilitate tax planning, and focus in particular on 
outbound payments.

5. Address the expected increase in age-related 
expenditure by making the healthcare system more 
cost-effective and by fully implementing pension 
reform plans. 

This CSR has been an ongoing feature of Ireland’s 
CSRs for several years. However, one key change is the 
introduction of the fourth recommendation - addressing 
tax planning. The introduction of this recommendation 

1 There are 26 Recitals in total, i.e. they cannot all be related 
specifically to the CSRs.

https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-specific-recommendation-commission-recommendation-ireland_en.pdf
https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-specific-recommendation-commission-recommendation-ireland_en.pdf
https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-report-ireland_en.pdf
https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-report-ireland_en.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2019/2019-03-25_country-report-ireland-2019_en.pdf
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coincides with a number of initiatives from Member 
States, the European Council and the OECD to address 
aggressive tax planning by large multinationals to 
minimise their corporation tax liabilities. In essence, 
the introduction of this recommendation gives the 
Commission the ability to report on Ireland’s progress in 
implementing and progressing the OECD’s Base Erosion 
and Profit Shifting (BEPS) actions. 

In the recitals relating to this CSR, the Commission 
says that “the Council recommended Ireland to achieve 
the medium budgetary objective in 2019 ... Based 
on the Commission 2019 spring forecast, Ireland 
is expected to comply with the recommended fiscal 
adjustment in 2019.”2 Implicit in this is that if “on 13 
July 2018, the Council recommended Ireland to achieve 
the medium-term budgetary objective in 2019”, and 
“Ireland is expected to comply with the recommended 
fiscal adjustment in 2019”, but the MTO is not being 
reached in 2019, expenditure in 2018 must have 
exceeded the Council’s expectations. This is a result of the 
Supplementary Estimate of €1.288 billion, scrutinised 
by select Committees and approved by Dáil Eireann in 
2018.3 This shows that the CSRs must be considered 
within their wider policy context – as adhering to 
spending targets in 2019 has less meaning when the base 
has been inflated by additional spending in 2018.

Regarding the second portion of this recommendation 
– using windfall revenues to reduce government debt – 
there are two observations that can be made. Firstly, this 
contradicts the stated policy goal of the Irish government, 
which (at least partially) is to place windfall revenues 
(specifically volatile Corporation Tax receipts) into the 
Rainy Day Fund.4 Secondly, the CSRs refer to the debt-
to-GDP ratio, which is heavily distorted by the activities 
of multinational corporations (MNCs).5 

The CSR also refers to broadening the tax base and 
reducing tax expenditures. The PBO has previously 
commented extensively on both the tax base and tax 
expenditures. For example, Corporation Tax now 
accounts for a higher share of tax revenue than at any 

2 European Commission, Recommendation for a Council 
Recommendation on the 2019 National Reform Programme of 
Ireland and delivering a Council opinion on the 2019 Stability 
Programme of Ireland, p. 3.
3 PBO, Supplementary Estimates 2018, p.2.
4 Department of Finance, ‘Publication of Rainy Day Fund 
legislation moves us a step closer to a more resilient economy - 
Donohoe’, 23 October 2018.
5 See the PBO Note on General Government Debt for more 
detail.

other time in the history of the State.6 In addition 24% 
of all Income Tax, USC & PRSI Revenue is made up of 
employees of foreign-owned MNC’s and 13% of Income 
Tax units accounted for 64% of Income Tax paid in 
2016.7 The delays in revaluing Local Property Tax and 
increasing Carbon Tax represent missed opportunities 
for broadening the tax base. However, changes to VAT in 
Budget 2019 did go some way to broadening the tax base.

CSR 2: Labour market access

The second recommendation includes two discrete parts:
1. Provide personalised active integration support and 

facilitate upskilling, in particular for vulnerable 
groups and people living in households with low 
work intensity.

2. Increase access to affordable and quality childcare.

This CSR has been modified from last year, and focuses 
entirely on measures to integrate more people into the 
labour market. In addition, the focus on affordable 
childcare is intended to “increase women’s rather low 
employment rate.”8 Furthermore, ‘personalised active 
integration support’ appears to be related to “the number 
of people living in households with low work intensity”, 
with “the scope for more integrated and targeted 
activation strategies.”9

The Commission appears to be recommending that 
government implement more targeted labour market 
activation measures than the relatively broad measures 
used so far to tackle low-work intensity.

In Ireland, the historical trend has been to rely upon 
passive more than active labour market policies - e.g. 
spending on unemployment benefits, rather than 
upskilling and work programmes.10 Table 2 shows the 
types of households where Ireland has either the highest 
or second-highest rates of low-work intensity in the EU. 
However, while these areas are where Ireland performs 
very poorly, Ireland is above (i.e. worse than) the EU 
average across all types of household bar one - those 
containing three or more adults.11

6 PBO, Preliminary Analysis of the Stability Programme 
Update 2019, p. 2.
7 Ibid, p. 3.
8 European Commission, Recommendation for a Council 
Recommendation, p. 4.
9 Ibid.
10 PBO, Active Labour Market Policies, p. 14.
11 Eurostat.

https://www.oecd.org/tax/beps/
https://www.oecd.org/tax/beps/
https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-specific-recommendation-commission-recommendation-ireland_en.pdf
https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-specific-recommendation-commission-recommendation-ireland_en.pdf
https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-specific-recommendation-commission-recommendation-ireland_en.pdf
https://ec.europa.eu/info/sites/info/files/file_import/2019-european-semester-country-specific-recommendation-commission-recommendation-ireland_en.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-12-06_supplementary-estimates-2018_en.pdf
https://www.gov.ie/en/press-release/a83ac3-publication-of-rainy-day-fund-legislation-moves-us-a-step-closer-to-/
https://www.gov.ie/en/press-release/a83ac3-publication-of-rainy-day-fund-legislation-moves-us-a-step-closer-to-/
https://www.gov.ie/en/press-release/a83ac3-publication-of-rainy-day-fund-legislation-moves-us-a-step-closer-to-/
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-11-23_general-government-debt-key-issues-to-consider_en.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2019/2019-04-17_preliminary-analysis-of-the-stability-programme-update-2019_en.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2019/2019-04-17_preliminary-analysis-of-the-stability-programme-update-2019_en.pdf
https://data.oireachtas.ie/ie/oireachtas/parliamentaryBudgetOffice/2018/2018-08-22_active-labour-market-policies_en.pdf
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=ilc_lvhl13&lang=en
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Table 2: Percentage of people living in low-work intensity households 
by household types.

Out of 
EU-28

Single 
person

Single 
person w/ 
dependent

2 adults with 
1 child

27th 33.4 36.4 8.8
28th 43.2 53.7 9.5

Out of 
EU-28

2 adults with 
2 children

2 adults with 
3 children

2 or more 
adults w/ 

dependents
27th 6.3 16.7 10.5
28th 6.6 39.2 10.7

Source: Eurostat.
Cells highlighted in green refer to Ireland, and the ‘Out of EU-28’ 
gives Ireland’s position out of the 28 members of the European Union 
(i.e. whether Ireland has the highest or second highest level of low-
work intensity for this household type).

CSR 3: The domestic economy

The final CSR relates to the domestic economy, and the 
priorities that the European Commission would like to 
see guiding public investment. This recommendation can 
be split into two parts:
1. Focus investment-related economic policy on low 

carbon and energy transition, the reduction of 
greenhouse gas emissions, sustainable transport, 
water, digital infrastructure and affordable and social 
housing, taking into account regional disparities.

2. Implement measures, including those in the Future 
Jobs strategy, to diversify the economy and improve 
the productivity of Irish firms - small and medium 
enterprises in particular - by using more direct 
funding instruments to stimulate research and 
innovation and by reducing regulatory barriers to 
entrepreneurship. 

For CSR 3, the revisions compared to last year’s CSR 
denote a change in the priorities of the recommendation. 
They also mark a change in the Commission’s 
understanding of the productivity challenges faced by 
Irish firms. 

The main vehicles for the EU to encourage public 
investment in many of the areas listed are the European 
Structural and Investment Funds.12 For the period from 
2014 and 2020, the EU has allocated €3.4 billion to 
Ireland under these Funds.13 Split over seven years, this 

12 For a summary of the investment priorities of the ESIF, see 
eufunds.gov.ie.
13 See the European Commission’s Cohesion Data Portal.

equates to 0.24% of GNI*. When domestic co-funding 
is included, it rises to 0.43% of GNI*.14 For comparison, 
the largest single beneficiary of European funding is 
Poland, where the respective figures would be 8% and 
10% of GNI.15 While this is in line with the convergence 
objective of the Structural Funds, it does raise the 
question of what policy levers are available for European 
institutions to drive public investment policies in the EU’s 
wealthier states.

The inclusion of this issue in CSR 3 may signal a shift in 
EU policy towards directing public investment. Placing 
this issue in the context of the productivity of Irish firms 
and the sustainability of the wider economy highlights 
that changes to the way the EU directs public investment 
may be necessary in net contributor states, i.e. where 
EU receipts are relatively insignificant in relation to the 
scale of their economies. Direct funding may not be an 
effective model, as discussed above, and so the CSRs may 
prove an area to promote EU investment priorities in 
Member States.

In addition, the key indicator for EU level comparisons of 
regional wealth is GDP by region, and expressed in euros 
per inhabitant. However, when the regional statistics for 
Ireland are examined, their shortcomings are clear. 

Table 3: GDP (Current Prices) by Region, € billions, 2014 -2017.

Region 2014 2015 2016 2017
Northern and 
Western

21 23 22 24

Southern 60 112 111 119
Eastern and 
Midlands

114 128 140 151

Source: Eurostat.

As Table 3 and Table 4 show, GDP (at current prices) in 
the Southern Region grew by 85% in 2015. However, as 
Table 5 shows, this growth is not reflected in household 
incomes.

14 GNI* estimation used is from Stability Programme Update 
2019.
15 PBO calculation, based upon data from OECD:
OECD (2019), Purchasing power parities (PPP) (indicator). 
doi: 10.1787/1290ee5a-en (Accessed on 10 June 2019) and 
OECD (2019), Gross national income (indicator). doi: 
10.1787/8a36773a-en (Accessed on 10 June 2019). Euro to 
Zloty exchange rate as per ECB Reference Rate.

https://eufunds.gov.ie/objectives/
https://cohesiondata.ec.europa.eu/countries/IE
https://assets.gov.ie/8194/2afe426aa48f4889b8fd104e6fd821f4.pdf
https://assets.gov.ie/8194/2afe426aa48f4889b8fd104e6fd821f4.pdf
https://www.ecb.europa.eu/stats/policy_and_exchange_rates/euro_reference_exchange_rates/html/eurofxref-graph-pln.en.html
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Table 4: GDP (Current Prices) per inhabitant, €s, 2014-2017

Region 2014 2015 2016 2017
Northern and 
Western

25,200 27,400 26,700 28,400

Southern 38,600 71,300 70,200 74,700
Eastern and 
Midlands

50,500 55,700 60,100 64,000

Source: Eurostat.

Table 5: Household primary income, €s 2014-2016.

Region 2014 2015 2016
Northern and 
Western

16,400 17,400 18,100

Southern 18,900 20,000 20,900
Eastern and 
Midlands

22,600 23,600 24,500

Source: Eurostat. 

These distortions of the Southern region’s GDP are most 
likely a result of a corporate inversion16 carried out by 
Apple following the European Commission’s State Aid 
findings against them and the Irish Government. Apple’s 
statement on the matter was that “when Ireland changed 
its tax laws in 2015, Apple made changes to its corporate 
structure to comply. Since then, all of Apple’s Irish 
operations have been conducted through Irish resident 
companies”.17 When this restructuring was carried out, 
the assets were moved into offices in Cork, and this is the 
likely cause of the 85% GDP growth in 2015.18 Overall, 
it would appear that when diagnosing regional disparities, 
headline economic indicators are not a useful metric. 
In addition, as these measures influence the amount of 
EU funding allocated to a region under the European 
Structural and Investment Funds, this may have an 
impact on the funding available for this region under the 
Funds in the 2021-2027 period. 

16 A corporate inversion is when a corporation restructures 
itself so that the original parent company becomes a subsidiary 
of a company in another tax jurisdiction. This is mostly used by 
US (and until corporate tax reform in 2009, some UK) based 
companies to reduce exposure to their worldwide corporate tax 
system.
17 Apple Inc, ‘The facts about Apple’s tax payments’, 
November 6 2017.
18 Seamus Coffey, ‘What Apple did next’, January 24 2018.

mailto:PBO@Oireachtas.ie
http://www.oireachtas.ie/PBO
https://www.apple.com/ie/newsroom/2017/11/the-facts-about-apple-tax-payments/
http://economic-incentives.blogspot.com/2018/01/what-apple-did-next.html

