in 2015 an accounting gimmick gave
ireland

in 2015 an accounting gimmick gave ireland an extraordinary boost in its reported
economic growth, capturing global attention and sparking widespread debate among
economists and policymakers. This phenomenon, often referred to as the "leprechaun
economics" event, was largely driven by multinational corporations exploiting Ireland’s
favorable tax environment and complex accounting strategies to shift profits and
intellectual property assets. The result was a staggering 26.3% growth in Ireland’s GDP, a
figure that was widely regarded as misleading and not reflective of the actual economic
activity within the country. This article explores the background of this accounting
maneuver, the mechanisms behind it, its impact on Ireland’s economy, and the global
implications of such financial engineering. Additionally, it examines regulatory responses
and the lessons learned from this unprecedented episode in international finance. The
following sections provide a detailed analysis of these topics to understand why in 2015 an
accounting gimmick gave Ireland such a unique economic profile.
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The Background of Ireland’s Economic Growth in
2015

The remarkable surge in Ireland’s GDP growth in 2015 did not occur in isolation. Ireland had
long established itself as a favorable jurisdiction for multinational corporations, particularly
in the technology and pharmaceutical sectors, due to its low corporate tax rates and
business-friendly regulatory environment. Prior to 2015, Ireland’s economy was gradually
recovering from the effects of the global financial crisis and the European debt crisis. The
country had implemented austerity measures and structural reforms that contributed to
steady economic improvement. However, the explosive GDP growth figure published in
2016, reflecting the economic activity of 2015, was unprecedented and far exceeded
expectations.



Historical Economic Context

Before 2015, Ireland experienced moderate GDP growth rates, generally ranging between
2% and 8%, depending on economic conditions. The country’s attractiveness to foreign
direct investment (FDI) had been a key driver of growth, with many multinational
companies establishing European headquarters and research facilities in Dublin and other
cities. The underlying economic fundamentals appeared sound, but the sudden leap to over
26% GDP growth raised questions about the true nature of this expansion.

Preceding Factors Leading to the Gimmick

Several factors set the stage for the accounting gimmick that inflated Ireland’s economic
statistics in 2015. These included aggressive tax planning strategies by multinational
enterprises, Ireland’s participation in international tax competition, and the global trend of
profit shifting to low-tax jurisdictions. The country’s corporate tax rate of 12.5%, combined
with specific loopholes and favorable intellectual property regimes, made it an ideal
location for profit relocation and asset transfers by large multinationals.

The Mechanics of the Accounting Gimmick

The core of the accounting gimmick that gave Ireland such an astounding GDP boost in
2015 involved the transfer of intangible assets and intellectual property (IP) rights to Irish
subsidiaries of multinational corporations. This process artificially increased Ireland’s
economic output without a corresponding increase in real economic activity such as
employment or production.

Profit Shifting and Intellectual Property Migration

Multinational companies moved large portfolios of IP assets, including patents and
trademarks, to their Irish subsidiaries. By doing so, the income generated from these assets
was recorded in Ireland’s national accounts, significantly inflating GDP figures. This
maneuver took advantage of Ireland’s tax laws that allowed amortization of intangible
assets and favorable treatment of royalties and licensing fees.

Double Irish and Other Tax Strategies

One of the most notorious strategies employed during this period was the “Double Irish”
tax scheme. This structure enabled companies to route profits through two Irish-registered
companies, one of which was tax resident in a tax haven, effectively reducing global tax
liabilities. Although the Irish government began phasing out such schemes following
international pressure, they were still in use in 2015, contributing to the inflated economic



statistics.

Statistical Impact on GDP

Because GDP measures the total value of goods and services produced within a country,
the inflow of intangible assets and associated revenues significantly boosted Ireland’s GDP.
However, these transactions did not correspond to tangible increases in labor,
manufacturing, or domestic consumption. As a result, Ireland’s GDP growth rate jumped by
a record 26.3%, a figure that was widely criticized as misleading and not reflective of actual
economic health.

Impact on Ireland’s Economy and Global
Reputation

The accounting gimmick that gave Ireland such pronounced GDP growth had profound
implications both domestically and internationally. While the headline economic numbers
improved dramatically, the underlying reality of the Irish economy remained more nuanced.

Domestic Economic Effects

Despite the inflated GDP, other economic indicators such as employment rates, wages, and
tax revenues did not reflect the same level of growth. This discrepancy highlighted the
difference between statistical output and real economic conditions. Some sectors benefited
from increased investment and activity, but the overall boost was largely artificial.
Additionally, the skewed GDP figures complicated economic planning and policy-making for
the Irish government.

International Perception and Criticism

The global financial community and international organizations criticized Ireland for
facilitating aggressive tax avoidance strategies. The term “leprechaun economics” was
coined by economists to describe the phenomenon, underscoring skepticism about the
sustainability and authenticity of Ireland’s reported growth. This episode drew attention to
the broader issues of tax competition and profit shifting, which were seen as undermining
fair taxation and economic transparency worldwide.

Effects on EU and OECD Relations

The European Union and the Organisation for Economic Co-operation and Development



(OECD) increased scrutiny on Ireland’s tax policies and multinational corporations’
practices. This contributed to ongoing efforts to reform international tax rules and enhance
cooperation to combat base erosion and profit shifting (BEPS) by multinationals. Ireland’s
role in these discussions became more prominent as the country sought to balance
attracting investment with complying with evolving global standards.

Regulatory and Policy Responses

In response to the distortions caused by the accounting gimmick in 2015, Irish authorities,
along with international bodies, implemented a series of regulatory and policy changes
aimed at improving transparency and reducing aggressive tax planning.

Phasing Out of the Double Irish Scheme

The Irish government announced the gradual elimination of the Double Irish tax loophole,
with a deadline set to prevent new entrants after 2015 and a full phase-out by 2020. This
move was designed to align Ireland’s tax regime with international norms and reduce
opportunities for profit shifting through artificial arrangements.

Introduction of New Statistical Measures

To address misleading GDP figures, the Central Statistics Office of Ireland introduced a new
economic indicator called Modified Gross National Income (GNI*). This measure adjusts for
the impact of multinational corporations’ activities and better reflects the underlying health
of the Irish economy by excluding distortions from intellectual property transfers and
aircraft leasing.

International Tax Reform Initiatives

At the international level, Ireland supported OECD-led BEPS initiatives aimed at curbing tax
avoidance and promoting transparency. These reforms included measures such as country-
by-country reporting, tighter rules on transfer pricing, and limits on interest deductions.
Ireland’s cooperation was critical in maintaining its reputation as a compliant and
responsible tax jurisdiction.

Lessons and Future Implications

The 2015 Irish GDP surge serves as a case study in how accounting practices and tax
policies can significantly distort economic statistics. It highlights the challenges faced by



small, open economies in balancing competitiveness with transparency and fairness in the
global tax environment.

Understanding the Limits of GDP as an Economic
Indicator

The events of 2015 demonstrated that GDP alone may not be a reliable indicator of
economic well-being, especially in countries hosting large multinational operations. The
development of alternative measures like Modified GNI* underscores the need for more
nuanced tools to assess economic health.

Importance of International Cooperation

Addressing the root causes of profit shifting requires coordinated international efforts.
Ireland’s experience emphasizes the role of global organizations such as the OECD and the
EU in developing standards and policies that discourage aggressive tax planning and
promote fair taxation.

Future of Ireland’s Economy

While the accounting gimmick inflated Ireland’s economic figures temporarily, the country’s
long-term growth prospects depend on sustainable economic activities, innovation, and
genuine investment. Continued reforms and adherence to international tax norms will be
key to maintaining lreland’s attractiveness to investors without compromising transparency
or integrity.

Recognition of the impact of intangible asset transfers on economic data

Enhanced statistical methods to better capture real economic activity

Phasing out of aggressive tax avoidance schemes

Strengthened international regulatory frameworks

Ongoing monitoring of multinational corporations’ tax behaviors

Frequently Asked Questions



What was the 2015 accounting gimmick involving
Ireland commonly referred to as?

The 2015 accounting gimmick involving Ireland was commonly referred to as the 'Double
Irish' tax scheme.

How did the 2015 accounting gimmick benefit Ireland?

It allowed multinational companies to significantly reduce their tax liabilities by routing
profits through Irish subsidiaries, boosting Ireland's corporate tax revenues and economic
statistics.

Which sectors were most impacted by the 2015
accounting gimmick in Ireland?

The technology and pharmaceutical sectors were most impacted, as many large
multinationals in these industries used the scheme to minimize taxes.

What role did the 'Double Irish' tax scheme play in
Ireland's economy in 2015?

The scheme contributed to Ireland's attractiveness as a destination for foreign direct
investment and helped inflate the country's GDP figures.

Why was the 2015 accounting gimmick criticized
internationally?

It was criticized for enabling tax avoidance by multinational corporations, undermining
global tax fairness and depriving other countries of tax revenues.

What changes occurred to Ireland's tax policies after
the 2015 accounting gimmick came under scrutiny?

Ireland phased out the 'Double Irish' scheme starting in 2015, requiring companies to cease
using it by 2020 and introducing new regulations to increase tax transparency.

How did the 2015 accounting gimmick affect Ireland's
reported GDP?

The accounting gimmick significantly inflated Ireland's GDP figures, leading to what was
called 'leprechaun economics' due to the artificial boost from multinational profit shifting.

Did the 2015 accounting gimmick have any impact on
Ireland’'s international reputation?

Yes, it drew criticism from the EU, OECD, and other international bodies, casting Ireland as



a tax haven and prompting calls for reform.

What was the global response to Ireland's 2015
accounting gimmick?

Global responses included increased efforts by the OECD and EU to combat aggressive tax
avoidance and implement measures such as the Base Erosion and Profit Shifting (BEPS)
project.

Additional Resources

1. The Green Bubble: Ireland’s 2015 Accounting Gimmick Explained

This book delves into the controversial accounting practices that inflated Ireland’s economic
statistics in 2015. It explores how multinational corporations used creative accounting
techniques to shift profits to Ireland, impacting global economics. The author provides a
detailed analysis of the mechanisms behind the phenomenon and its implications for
international tax policy.

2. Profit Shifting and the Irish Illusion: A 2015 Financial Analysis

Focusing on the profit-shifting strategies employed by major corporations, this book
explains how Ireland became a hub for accounting gimmicks in 2015. It examines the legal
frameworks that facilitated these practices and the subsequent challenges faced by
regulators. Readers gain insight into the effects on Ireland’s GDP and global perceptions of
its economy.

3. Behind the Numbers: The 2015 Irish Accounting Mirage

This investigative work uncovers the reality behind the impressive economic figures
reported by Ireland in 2015. The author discusses the use of intangible assets and transfer
pricing to artificially boost economic output. The book highlights the broader consequences
for economic measurement and policy-making.

4. Economic Smoke and Mirrors: Ireland’s 2015 Accounting Gimmick

An in-depth critique of the accounting tricks that led to a sudden surge in Ireland’s
economic data in 2015. This book contextualizes the gimmick within global tax competition
and multinational corporate behavior. It also addresses the fallout and reforms that
followed the exposure of these practices.

5. The 2015 Irish GDP Spike: Accounting Gimmicks and Global Impact

This title investigates the dramatic spike in Ireland’s GDP reported in 2015 due to
accounting gimmicks by multinational companies. The author discusses how this affected
international economic statistics and the challenges it posed for policy makers. The book
offers a comprehensive overview of the event’s significance in economic history.

6. Multinationals and the Irish Accounting Trick: Unpacking 2015

Exploring the role of multinational corporations, this book explains how their accounting
strategies contributed to Ireland’s inflated economic figures in 2015. It covers the legal and
economic aspects of profit shifting and its consequences for Ireland and the rest of the
world. The author also considers the ethical implications of these practices.



7. Shadows on the Emerald Isle: The 2015 Irish Accounting Controversy

This narrative uncovers the controversy surrounding Ireland’s economic data in 2015,
highlighting the accounting gimmicks that distorted the true state of the economy. It
provides a detailed account of the methods used and the reactions from economists and
policymakers. The book serves as a cautionary tale about the limits of economic
measurement.

8. Tax Havens and Tall Tales: Ireland’s 2015 Accounting Episode

Examining Ireland’s position as a tax haven, this book focuses on the 2015 accounting
gimmick that brought global attention to the country. It analyzes the interplay between tax
policy, corporate behavior, and economic statistics. The author discusses the international
response and efforts to improve transparency.

9. The lllusive Irish Economy: Understanding the 2015 Accounting Phenomenon

This book offers a comprehensive explanation of the accounting gimmicks that led to
distorted economic figures in Ireland in 2015. It bridges economic theory with real-world
practices, illustrating the complexity of measuring modern economies. Readers gain a
nuanced understanding of the challenges in interpreting economic data influenced by
multinational corporations.
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