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Abstract and Keywords

The Irish foreign direct investment (FDI) growth model has attracted attention from 
around the globe. While a significant amount of attention has been focused on how tax 
strategies and industrial policy have helped attract FDI to Ireland, fewer have examined 
the domestic political economy that supports the model. In this chapter, we examine the 
spatial and sector nature of FDI in Ireland and find that it concentrates heavily in a small 
number of sectors and locations. Collectively, we argue that this concentration, pressure 
on the Irish tax regime, and changing global macroeconomic conditions may shake the 
political economy of the Irish FDI growth model and render it unsustainable in the long 
run.
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THIS chapter starts from the observation—central to the study of international and com
parative political economy—that there are multiple pathways to economic growth and de
velopment (Katzenstein, 1985; Pierson, 2000; Hall and Soskice, 2001; Baccaro and Pon
tusson, 2016). The economic development path that a country pursues is contingent upon 
a set of political and policy choices. These generate and shape a given set of political and 
economic institutions, which incentivize different production and investment strategies by 
firms. Over time, these political and economic institutions (broadly understood as a set of 
formal and informal rules or norms) become embedded within the socio-economic regime 
of a country and give rise to sectoral specialization. The implication is that country-specif
ic growth models tend to become path dependent over time.

Democratic governments want to improve economic and employment growth, and will 
typically pursue public policies to achieve this target. Without stable and sustainable pro
ductivity growth, there is no employment or income growth (Przeworski, 2000; Acemoglu 
and Robinson, 2008). Politically, economic growth is required to generate the necessary 
revenues to fund the taxes that pay for public service provision. This gives rise to the 
widespread political science observation that democratic governments are electorally de
pendent upon economic growth to achieve re-election. Hence, unsurprisingly, policymak
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ers and elected politicians attach significant importance to indicators such as GDP or GNI 
as a measure of national performance.

That said, not all economic growth is productive, nor does it necessarily translate into em
ployment and wage growth (Eichengreen, 2015; Piketty, 2015). Theoretically, a country’s 
economy can grow by 200 per cent over ten years, but this growth may only accrue to 1 
per cent of the population. As the old adage goes, making the pie bigger does not neces
sarily mean more for everyone. In this chapter, we are not looking at (p. 406) how income 
growth is distributed (see Collins and Regan, Chapter 27), rather we are interested in 
how governments secure economic growth, and why the Irish state pursues a particular 
growth strategy that is heavily dependent upon foreign direct investment (FDI). All eco
nomic growth must eventually be distributed as income (whether in the form of wages, 
profit, or rent). But before it can be distributed at all, it has to be produced, and produc
tion/growth regimes vary significantly between countries.

The political strategies that governments pursue to secure economic growth have 
changed over time (Amable, 2003; Crouch et al., 2005; Hall, 2015). Economies grow when 
counties produce specific goods and services within a particular market. In an interna
tional economy, with transnational firms, these markets transcend national borders. This 
is particularly the case for countries in the European Single Market. These countries are 
legally obliged to remove the barriers that restrict the free movement of people, goods, 
and services. This has facilitated an exponential growth in cross-border trade over the 
past twenty years (Baldwin and Wyplosz, 2006). These political choices, aimed at liberal
izing national markets and promoting European market integration, have actively shaped 
the growth strategies that governments pursue. In the EU, these processes have encour
aged the pursuit of export-led growth as a strategy of economic development (Johnston 
and Regan, 2018).

In this chapter, we build upon studies in international and comparative political economy 
that identify two distinct growth regimes within the EU: demand-led and export-led (Bac
caro and Pontusson, 2016; Johnston and Regan, 2016; Grabner et al., 2019). In demand- 
led economies, private household and/or government consumption is the core determi
nant of growth. This can occur through strong wage growth, public spending, or credit-fi
nanced debt. The implication is that political coalitions are formed over time that defend 
the interests of the domestic sectors, and in particular, the domestic non-traded sectors of 
the economy.

As demonstrated by Brazys and Regan (2017), among others, Ireland’s industrial policy is 
focused on export-led growth, and attracting investment in high-tech goods (pharmaceuti
cals), and services (tech and finance). This export-oriented industrial policy long preced
ed the creation of the euro currency (Barry, 2004; O’Riain, 2004). As is well documented 
in the political economy literature, small open economies need to be export-oriented be
cause their domestic markets are too small to generate the economies of scale that are 
required for high-income growth (Culpepper, 2007; Ornston, 2012). As evidenced by 

Krugman (1991), sustainable increases in standards of living in small open economies are 
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heavily determined by steady increases in export growth. Ireland is unusual in that it se
cures this export growth through attracting FDI. The majority of its exports are produced 
by foreign owned multinationals (MNCs). This is why we call Ireland an FDI-led growth 
regime.

The core takeaway from this chapter is that Ireland is a hyper-globalized economy, mea
sured in terms of export/import intensity, and inward and outward FDI. According to the 
globalization index developed at the KOF economic institute at the ETH in Zurich,1 

Ireland is the second most globalized economy in the world. Ireland achieves this status 
by acting as a regional economy for US MNCs to sell directly into the (p. 407) European 
and international market (Barry, 2004; Kinsella, 2012; Regan and Brazys, 2018). This does 
not mean household consumption is an unimportant driver of economic growth, nor does 
it mean that Ireland is immune from domestic demand-led booms. As we evidence later, 
Ireland’s export sectors primarily trade in price insensitive goods and services, which 
means that a boom in household consumption, and an increase in domestic wages and 
prices, has little impact on exports (unlike Germany or Italy, for example). Rather, our 
core theoretical argument is that sustainable increases in Irish national income require 
the presence of a high-tech export sector, and Irish governments secure this through at
tracting FDI.

Central to politics of advanced capitalist democracies is a close relationship between 
business and state elites (Culpepper, 2007). For decades, Irish policymakers have actively 
used the legal-corporate tax code to attract FDI. This has enabled US firms to engage in 
aggressive global tax avoidance strategies, in addition to enabling the massive expansion 
of a shadow banking sector (see Gallagher et al., Chapter 28). This has occurred on such 
a scale that recent scholarship has suggested that Ireland is one of the biggest tax havens 
in the world (Zucman et al., 2018). The structural dependence of the Irish economy on 
FDI, therefore, indicates that we should ask whether the Irish state has been captured by 
the corporate interests of the FDI multinational sectors.

This is a hugely important question that we consider in the conclusion. The remainder of 
the chapter is structured as follows: first, we describe the components of aggregate de
mand in the Irish economy, to highlight the important role of FDI in shaping Ireland’s lib
eral market economy and export growth model. Second, we describe the stock and flow of 
FDI in the Irish economy. Third, we describe the sectoral components of FDI, highlighting 
the importance of Silicon Valley and the ICT sector. The chapter concludes with a discus
sion on the political dimension of the FDI growth model and how it relates to European 
integration.
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Varieties of Capitalism, Liberal Market 
Economies, and Export-led Growth
Political economy research suggests that export-led growth requires a complementary set 
of macroeconomic policies (Iversen et al., 2000; Hope and Soskice, 2016). In the euro
zone, governments cannot use monetary policy to achieve macroeconomic targets, such 
as employment, inflation, or exchange rate stability. Similarly, the use of fiscal policy is re
stricted owing to harmonized budget deficit rules that constrain government spending. 
This narrowing of the macroeconomic demand space has meant that governments are 
compelled to focus on the supply side of the economy: labour market and collective bar
gaining regulations; education and training; capital market liberalization; social and in
dustrial policies; and tax competition. In effect, the politics (p. 408) of macroeconomic pol
icy in the EU is focused on implementing those supply-side structural reforms that are 
aimed at encouraging nation states to increase their exports (Johnston and Regan, 2018).

But the components of aggregate demand matter substantially. Countries that are more 
export oriented can better adjust to Europe’s macroeconomic regime, whereas those 
countries that are more dependent on domestic demand and household consumption will 
struggle. In the varieties of capitalism literature, liberal market economies, such as the 
UK, tend to have consumption-led growth regimes facilitated by a set of complementary 
macroeconomic policies: an accommodating monetary policy, low taxes, and flexible 
labour market policies that give rise to both high and low paid sectors (Hall, 2012, 2014). 
Coordinated market economies, on the other hand, tend to have export-led growth 
regimes with similarly appropriate macroeconomic policies: a non-accommodating mone
tary policy, extensive vocational training systems, and coordinated labour market policies 
that hold down wage growth and the real exchange rate (Baccaro and Howell, 2017; Has
sel, 2017).

Ireland does not fit easily into these stylized typologies for three reasons. First, Ireland, 
much like the UK, has a liberal market economy, but with an export-oriented growth mod
el. Figure 24.1 outlines the different components of aggregate demand in Ireland and 
demonstrates the extent of Ireland’s dependence on exports. Measured as a percentage 
of GNI (which we use instead of GDP to reduce the impact of corporate tax avoidance in 
the national accounts), Irish exports have grown from 80 per cent of national income in 
1995 to almost 140 per cent in 2016. This is nearly three times the EU average (Byrne 
and O’Brien, 2015). In the same time period, household consumption, as a component of 
aggregate demand, declined from 58 per cent to 40 per cent. Net exports as a percentage 
of GNI now constitute 30 per cent of total aggregate demand.
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Figure 24.1  Components of aggregate demand in 
Ireland, 1995–2017

Source: Central Statistics Office, Ireland

In a global market, large firms offshore major parts of their production processes such 
that the final good/service has been made in several countries. Transnational firms can lo
cate the design of their product in California, the manufacturing and assembly in China, 
and the advertising in Ireland. Ireland’s exports are but one part of these global supply 
chains, with the implication that Ireland’s ‘import intensity’ is also a lot higher than that 
of other countries (Byrne and O’Brien, 2015). This is why the net export figure (exports 
minus imports) does not really give an accurate picture of the importance of exports in 
shaping Irish national income growth. Despite this, the trend in Figure 24.1 is quite clear. 
Since 2000, Irish exports have grown by over 100 per cent. As documented by Brazys and 
Regan (2017) and Kinsella (2012), it was this growth in net exports—particularly informa
tion, communications and technology (ICT) service exports—that enabled Ireland to re
cover from the crisis. In a period where household and government spending were con
tracting, growth was secured through exporting into global markets. This growth strate
gy was not available to other euro-crisis countries.

Second, Ireland’s liberal export growth regime clearly allows for more wage growth and 
domestic consumption than those coordinated market economies that push down domes
tic consumption, such as Germany. This suggests that the relatively strong role for domes
tic demand means that the Irish growth model, much like Scandinavia (with both (p. 409)

strong household consumption and export growth), does not necessitate pushing down 
wages to increase exports (Stockhammer et al., 2008; Höpner and Lutter, 2018). Ireland 
and the small open economies of North-Western Europe all have large export sectors and 
tend to prefer a liberalized trading environment. But because these countries primarily 
trade in high-tech goods and services (high-tech pharmaceuticals, ICT, and finance in the 
Irish case), their exports are not price sensitive (Barry and Bergin, 2019). This means that 
unlike Germany, even if there is a boom in domestic demand (either through an increase 
in construction activity, bank lending, and household or government consumption), with a 
corresponding decline in labour cost competitiveness and an increase in the price of do
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mestic non-tradable goods and services, it will not necessarily translate into a decline in 
exports (Storm and Naastepad, 2014; Baccaro and Tober, 2017).

In countries with medium-tech manufacturing, exports are far more price sensitive (Ger
many, Italy, and Spain). This means that an appreciation in the real exchange does lead to 
a decline in export growth and a decline in national competitiveness. Hence, these coun
tries have a stronger incentive to maintain an austere approach to fiscal/wage policy, pri
marily because they are competing with countries and global sectors in lower cost 
economies. Germany has long operated a non-accommodating monetary and fiscal policy 
as a complement to its massive exporting sectors. This is less the case in Southern Eu
rope. In these countries, a decline in both exports and domestic consumption over the 
past decade has led to a decline in total aggregate demand, and in turn, stagnant eco
nomic growth (particularly in Italy). Hence, in the EU, the composition of exports really 
matters for the trajectory of economic growth.

(p. 410) As shown in Figure 24.2, the structural composition of Irish exports has changed 
dramatically over the past decade. In 2004, export goods accounted for over 65 per cent 
of Irish exports. By 2016, this had declined to just 45 per cent. In terms of export goods, 
there has been a shift from electronics to pharmaceutical goods. The share of electronics 
in goods exports has declined from just over 30 per cent in 2000 to 6 per cent in 2014 
(Purdue and Huang, 2016). During the same time period, chemical and pharmaceutical 
goods remained stable at around 25 per cent. Hence, the rise of computer service exports 
has compensated for the fall in electronics. Multinational firms in the ICT and computer 
services sector (think Google, Apple, and Microsoft) and chemical and pharma goods sec
tor (think Bristol-Myers and GlaxoSmithKline) trade in international markets that are not 
price sensitive. This means they are far less dependent on wage and labour costs compet
itiveness that are typical of classical macroeconomic models. Meanwhile, between 2004 
and 2016, service exports increased from 35 per cent to over 55 per cent (see Purdue and 
Huang, 2016). It is this growth in service exports that has led to a qualitative shift in the 
Irish growth model. ICT service exports now account for 22 per cent of Irish exports, 
three times more than in 2000.
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Figure 24.2  Goods exports and service exports as a 
share of total exports

Source: Central Statistics Office, Ireland

The third reason why the Irish political economy does not fit easily into typologies associ
ated with varieties of capitalism is that Ireland’s export-oriented growth regime is heavily 
dependent upon a handful of large foreign owned multinational firms. Almost 90 per cent 
of Irish exports are produced in the FDI sectors. It is estimated that ten US firms pay 40 
per cent of all corporate tax. This means that a few large corporations in global high-tech 
sectors (such as Google, Microsoft, Apple, and Pfizer) dominate the production regime. 
This dependence on the FDI sectors to sustain economic growth (p. 411) means that Ire
land is somewhat similar to the dependent market economies of Central and Eastern Eu
rope (Bohle, 2018). This FDI dependence means that Ireland is qualitatively different 
from other small open North-Western European countries (Ornston, 2012). The fact that 
Irish exports are so dependent upon a small number of foreign-owned MNCs, in one or 
two sectors, clearly carries significant economic risks. If one or two of these firms decide 
to relocate outside Ireland, or are hit with a trading shock, it could easily translate into a 
national economic crisis.

It is this dependence on exporting firms in the FDI sectors that distinguishes Ireland’s 
growth model from other European countries. But if we take a standard measure of how 
to assess an improvement in standards of living, such as growth in national income, then 
it is understandable why Irish policymakers actively promote FDI as a growth strategy. 
Ireland’s GNI at current market prices has increased from €50 billion in 1995 to €227 bil
lion in 2015. That is a 354 per cent increase in less than a generation. The role of export 
growth is not the only determinant of this expansion in national income, but as outlined in 
Figures 24.1 and 24.2, it is clearly a significant contributing factor. The question as to 
whether this income growth has been fairly distributed across the population, or invested 
productively, is an important empirical question (discussed more broadly in Collins and 
Regan, Chapter 27, and Kinsella and Regan, Chapter 26).

It is commonplace to assume that Ireland’s ability to attract FDI is a function of three 
variables: macroeconomic stability, low corporate taxes, and a flexible labour market. As 
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argued by Regan and Brazys (2017), these are necessary to attract FDI in high-tech ser
vice sectors, but they are not sufficient. What is also required is an activist state, political
ly dedicated to advancing industrial and enterprise policy. While macroeconomic policy in 
Europe has meant that governments are restricted in their ability to use monetary and 
fiscal policy to stimulate aggregate demand, they can still use the levers of the state to 
advance an industrial and enterprise development model (see Mazzucato, 2015). In the Ir
ish case, this has meant developing a close relationship with corporate America. We will 
now describe the sectoral composition of FDI flows into Ireland, paying particular atten
tion to the growth of ICT and computer service exports over the past decade.

FDI and Export-Led Growth
In this section, we dig into the make-up of inward FDI to Ireland from 2003 to 2018. Our 
analysis is based on data collected by the Financial Times fDi Markets project, which has 
catalogued 2,243 instances of FDI greenfield or expansion projects from 2003 to 2018 
with an estimated value of some $85 billion.2 Unlike the OECD FDI data, or data from the 
Irish Central Statistics Office (CSO), which captures FDI flows of non-tangible assets,3 the 
fDi Markets data capture only tangible investment and accordingly give a better picture 
of FDI that stimulates real production of goods and services.4 The recording of intangible 
assets (such as moving intellectual property rights between firms) (p. 412) might give a 
better sense of the legal corporate tax avoidance strategies of MNCs, but it doesn’t say 
anything about the FDI into Ireland that contributes to real economic activity and real job 
creation. More importantly, fDi Markets data are at the individual project level, allowing 
us to compare dimensions of FDI flows that would be indiscernible from aggregate flows.

A number of suggestive descriptive statistics can be gleaned from these fDi Markets data. 
First, strikingly, 1,149 of the projects (51 per cent), estimated at some $50 billion (59 per 
cent), come from US firms. The next closest source market is the UK, with 437 projects 
worth $14 billion. Collectively, inward FDI from countries in the European Single Market 
accounts for only 37 per cent (835) of projects and 33 per cent ($27 billion) of total value. 
Ireland’s FDI growth model is clearly dependent upon inward investment from the USA 
and UK. Given the comparatively small size of Ireland’s 4.5 million person market, the 
roughly two-thirds of inward FDI from the USA and UK is undoubtedly focused on using 
Ireland as a platform from which to export goods and services to the 500+ million Euro
pean Single Market, and further afield.

Turning to the sectoral breakdown of these inflows, it is evident that they are dominated 
by high-tech goods and services, and in particular pharmaceuticals and ICT. The pie 
charts in Figures 24.3 and 24.4 show the top ten sectors, in aggregate, from 2003 to 
2018. They clearly show that software and IT services have been the single largest export 
sector in terms of both inward investment amount ($17 billion in Figure 24.3) and num
ber of projects (632 in Figure 24.4). However, beyond ICT, both figures also show how the 
top ten sectors for inward investment are also dominated by high-tech and high-value 
goods and services in health and financial services. For the healthcare sector, this in

https://global.oup.com/privacy
https://www.oxfordhandbooks.com/page/legal-notice


Small States in Global Markets: The Political Economy of FDI-led Growth in 
Ireland

Page 9 of 22

PRINTED FROM OXFORD HANDBOOKS ONLINE (www.oxfordhandbooks.com). © Oxford University Press, 2018. All Rights 
Reserved. Under the terms of the licence agreement, an individual user may print out a PDF of a single chapter of a title in 
Oxford Handbooks Online for personal use (for details see Privacy Policy and Legal Notice).

Subscriber: OUP-Reference Gratis Access; date: 24 September 2021

Figure 24.3  Sector breakdown of aggregate FDI 
amounts 2003–18

Source: Trends Analysis fDi Market Data.

Figure 24.4  Sector breakdown of aggregate FDI 
projects, 2003–18

Source: Trends Analysis fDi Market Data

cludes $17 billion in over 270 projects in pharmaceuticals, biotechnology, and medical de
vices. For financial services, it includes $5 billion in 273 projects. Using a rough delin
eation of sectors,5 collectively, high-tech and high-value goods and services sectors ac
count for 71 per cent of all projects and 62 per cent of the value of inward FDI. Once 
again, these are sectors that are unlikely to cater (exclusively) to the Irish domestic mar
ket, but instead are integrated into global value chains, with Ireland acting as a platform 
for these transnational firms to export into European and global markets.

Geographically, the data also show strong evidence of a significant clustering effect, par
ticularly in the greater Dublin area. Of the 2,018 projects for which the data identify a 
city-level location, 1,189 (59 per cent) are in County Dublin. This is despite the fact that 
the population of Dublin (1.35 million) only constitutes a quarter of the country’s popula
tion (4.77 million). This distinction is made even more stark when looking at high-tech 
service sectors, particularly software and ICT services. Of the 596 software and ICT 
projects identified, 431 (72 per cent) were located in County Dublin. County Dublin is al
so the site of clustering of financial projects (71 per cent) and business services (61 per 
cent). The data also reveal some degree of clustering in high-tech sectors in other coun
ties. County Cork, with 11 per cent of Ireland’s population, saw eleven of the thirty-six 
(30 per cent) biotechnology projects. Likewise, County Galway, home to just over (p. 413)

5 per cent of the population (258,000), attracted 22 of the 105 projects (21 per cent) in 
the medical devices sector. However, Dublin remained the dominant location across the 
high-tech, high-value services, with medical devices being the only sector in which Dublin 
did not top the table in terms of the absolute number of projects.
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Finally, turning to company-specific data at firm level, the data shed insight on the major 
MNC firms involved in Ireland’s FDI-led growth model. Overall, the data record 1,524 in
vesting companies for the 2,243 projects. Of these, there are some giant ‘unicorn’ in
vestors, with aggregate FDI inflows of over $1 billion, while a further 171 firms invested 
$100 million or more. As shown in Table 24.1, from 2003 to 2018, the largest single in
vestor in Ireland was Intel, with over $3 billion in investment. The bulk of this was a $2 
billion investment in 2004 to expand its manufacturing plant in Leixlip, just outside 
Dublin. A number of the world’s other largest MNCs by market capitalization also top the 
table in terms of aggregate investment, including Microsoft, Amazon, and Apple. Google 
(Alphabet) and Facebook are also safely in the top twenty-five. Outside ICT, the top in
vestors include several pharmaceutical firms. Indeed, of the top twenty-five inward in
vestors, fifteen (65 per cent) are in the ICT or pharmaceutical sectors. More recently, the 
majority of the others are either energy or real estate property development (p. 414) firms 
(see Norris and Byrne, Chapter 29, on the increasing financialization of the Irish housing 
market).
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Table 24.1 Top twenty-five inward FDI firms (by investment amount in 
millions of Euros)

Firm Name Aggregate FDI Inflows 2003–2018

Intel 3,024.83

Microsoft 1,908.78

Grosvenor 1,889.76

Amazon.com 1,791.58

Eli Lilly and Co 1696.30

Shell 1,401.10

Diageo 1,316.74

Pfizer 1,257.68

Apple Inc 1,155.47

Bristol-Myers Squibb 1,090.00

Endesa 970.32

Google 964.67

Andritz Hydro 704.97

Fine Grain Property 695.70

Regus 679.20

GlaxoSmithKline (GSK) 677.77

T5 Data Centers (T5 Part
ners)

674.20

Centocor 650.00

Merck Sharp & Dohme 620.04
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Figure 24.5  Timeline of tech investment in Ireland, 
2003–18

Comfort Inn 579.60

Hines 566.57

Facebook 554.59

Abbott Laboratories 538.12

Marathon Oil 521.10

Sosina 521.10

Source: fDi Markets Data

Beyond this snapshot, it is also notable that these major firms are repeat investors. Look
ing at a selected group of the largest ICT firms—Amazon, Apple, Facebook, Intel, Google, 
and Microsoft—we see patterns of sustained investment. Figure 24.5 provides a timeline 
of each of these firm’s investments from 2003 to 2018. Other than Apple, with five dis
crete investments, each of these firms made at least ten investments over the period. 
Moreover, these investments were spread out, on average, over almost ten years. Once 
again, it is important to emphasize that these major firms are not attracted by the (p. 415)

size of the Irish domestic market but the broader European market, and by Ireland’s cor
porate tax regime. Together, these firm-level data suggest that Ireland’s FDI-led growth 
model is neither transient nor shallow. Instead, as discussed by Brazys and Regan (2017), 
it is the continuation of an activist state-led industrial policy that has been developed over 
many decades.

Turning to employment, we again see that high-tech and high-value sectors dominate FDI 
job creation. Figure 24.6 shows the aggregate share of job creation, by sector, from 2003 
to 2018. ICT, business and financial services, healthcare, and communications account for 
over 75 per cent of all FDI jobs created during that time frame. Moreover, over time, the 
importance of the ICT sector, in particular, has been significantly increasing. Looking at 
estimated job creation attributed to the FDI sectors in Figure 24.7, the share of FDI-cre
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Figure 24.6  Sector breakdown of aggregate FDI 
jobs, 2003–18

Source: FDI Markets Database

ated jobs from the ICT sector doubled from 16 per cent in the early 2000s to almost 38 
per cent in 2017. Hence, in 2017, almost 40 per cent of jobs in the FDI sector in Ireland 
come from the computer services sector.

(p. 416)

In terms of employment numbers, the FDI projects are estimated to have led to the cre
ation of over 175,000 jobs between 2003 and 2017.6 While not directly comparable, total 
employment in Ireland grew from 1.86 million to 2.38 million over that same period, a 
change in roughly 500,000 jobs.7 While total employment offsets absolute job losses 
against job gains, FDI-created jobs comprised over one-third of net employment gains 
since 2003. These jobs, in turn, almost certainly supported further job creation in the 
form of domestic suppliers or increased demand for non-tradable goods and services. 
Again turning to individual firms, we see a substantial presence of export-oriented firms 
in the ten largest individual FDI projects in the data (see Table 24.2). While the top two 
and three of the top ten projects are the construction of large property developments, six 
of the seven remaining projects are export-oriented goods or services.8
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Table 24.2 Ten largest FDI projects by jobs created

Date Parent Company Sector Activity Jobs

Nov 2005 Grosvenor Real Estate Construction 6,220

Jan 2018 Hines Real Estate Construction * 2,200

Nov 2015 Apple Inc Business Machines Sales/Marketing 1,000

Jan 2012 Google Software & IT Headquarters 1,000

Jun 2004 Boston Scientific Pharmaceuticals Manufacturing 1,000

Oct 2012 Kennedy-Wilson 
Holdings

Real Estate Construction * 908

Nov 2017 Facebook Software & IT Sales/Marketing * 800

May 2013 Capita Business Services Business Services 800

Jan 2012 Sky plc. Communications Customer Contact 800

Apr 2007 Aventas Group. Financial Services Sales/Marketing 800

Note:

(*) indicates estimated amount
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Source: FDI Markets Database
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Figure 24.7  ICT as a percentage of FDI-created jobs

Source: Authors’ calculations (LOWESS Smoothing) 
from fDi Markets Database (2017)

Source: FDI Markets Database

Geographically, job creation mirrors that of project allocation. As seen in Figure 24.7, 
Dublin dominates job creation generally and in ICT specifically. Of the 46,134 estimated 
jobs created in the ICT sector from January 2003 to May 2018, 34,921, or over 75 per 
cent, were in Dublin. Looking at total job creation, Dublin attracted 63 per cent of all FDI- 
created jobs in Ireland, despite being home to just 25 per cent of the population. The re
gional divide becomes even more stark when considering the broader urban/rural divide 
in Ireland. Ireland’s four major cities—Dublin, Cork, Galway, and Limerick—collectively 
accounted for 120,098 of the 139,963 FDI-created jobs from 2003 to 2018, which is equal 
to over 85 per cent. These four cities are home to roughly 40 per cent of Ireland’s popula
tion of 4.75 million, meaning that the remaining 2.5 million people living in Ireland collec
tively saw just under 20,000 FDI-created jobs.

(p. 417)

Discussion: The Constrained Politics of FDI 
Growth
It is not easy to specify a clear causal relationship: FDI = expansion of a high-tech busi
ness cluster = export growth = growth of Irish national income. It is for this reason that 
we have not attempted to make a simple linear causal argument. But it should be obvious 
from the descriptive data presented in this chapter that FDI is central to how successive 
Irish governments have secured economic growth, and that this growth is correlated with 
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the expansion of national income since the 1990s. From the 1980s to the present, the 
public policy levers of the state have been strongly geared toward attracting and encour
aging US FDI. This model has been sustained regardless as to who has been (p. 418) in 
government. The civil service has also strongly internalized the preferences of the FDI 
sectors (Hardiman and Metinsoy, 2018), and national economic policymaking is heavily 
influenced by the inward investment agency, the Irish Industrial Development Authority, 
and the American Chamber of Commerce (O’Riain, 2004; Brazys and Regan, 2017).

However, there is also an increasing awareness of the limitations of this growth model 
(see Kinsella, 2012). While the sunk costs of FDI in high-tech sectors would suggest that 
these firms are unlikely to move countries easily (for example, see the case of Intel re
ferred to earlier), there are at least four reasons to think that the politics of international 
and European governance will increasingly push back against the Irish FDI growth model 
in the coming years.

First, capital markets will tighten, and global interest rates will increase. The post-crisis 
unconventional monetary policies of central banks will come to an end, and with this, the 
easy money to which global investors have had access. There is increasing evidence to 
suggest that in the aftermath of the international financial crisis, investors borrowed 
cheap and flooded the tech market. The implication was a significant increase in the 
stock market valuation of the ‘FAANGs’: Facebook, Apple, Amazon, Netflix, and Google. 
With the exception of Netflix, all these companies expanded rapidly in Ireland during this 
same time period. A tighter capital market, a taming of the tech bubble, and a weakening 
of platform capitalism more broadly is likely to decrease inward ICT investment flows into 
Ireland.

Second, the European Commission has made it clear that it intends to crack down on cor
porate tax avoidance, with Ireland front and centre of the zero tolerance approach. On 
the one hand, Ireland is a strong enthusiast of European integration, given that its FDI 
growth model is built around access to the European single market. But on the other 
hand, Ireland is strongly opposed to any move by the EU toward greater tax harmoniza
tion, whether it is in relation to a digital tax, a financial transaction tax, or a common con
solidated corporate tax base. This position—in favour of more European market integra
tion but totally opposed to further fiscal integration—is becoming politically untenable, 
particularly in the aftermath of the euro crisis. It is highly probable that member states 
and the European Commission, with full support from the European Parliament, will even
tually push for a policy regime that exposes the tax avoidance strategies of US firms in 
Ireland. Whether this leads to a fundamental decline in FDI remains to be seen.

Likewise, any decline in European-wide demand for the goods and services produced on 
the island of Ireland will inevitably hit Irish economic growth. Given a change in public 
opinion toward social media companies and the tax avoidance strategies of tech firms, 
one cannot assume that the consumer and customer base of these firms will remain con
stant. Similarly, changes to data protection, and a change in the regulatory policies to
ward online advertising could significantly affect the business strategy of the tech firms 
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in Ireland (whose main activity in Dublin is online sales, marketing, and digital advertis
ing). As noted earlier, ten firms account for almost 40 per cent of Irish corporate tax rev
enues. As observed by Kinsella and Regan (Chapter 26), a small decline in corporate tax 
revenues would have a major impact on Ireland’s public finances, which (p. 419) clearly 
suggests that Ireland is hypersensitive to business strategies of multinational firms and 
global market conditions.

Finally, the prevailing narrative in Europe on how its member-states should develop their 
economies is cost competitiveness. While all businesses need to think about their head
line labour costs, this is significantly less important for US firms in Ireland’s FDI sectors. 
This is a double-edged sword for Ireland: it allows for the growth of jobs in a high-wage 
competitive sector, but it also increases domestic inflation in the non-traded sectors. As 
documented by Byrne and Norris (2018), Dublin city has a major housing supply problem. 
The presence of a high-tech, high-wage sector pushes up the cost of housing, making it 
increasingly unaffordable for those not working in the tech sector. This rise in the cost of 
living, in a context of underinvestment in public infrastructure, will negatively affect 
those factors that shape a country’s non-price competitiveness: quality of life and public 
service provision. As the FDI sectors begin to impact on the thing that Irish voters care 
about—cost of living—it may no longer be possible to keep the FDI growth regime, and its 
associated policy requirements—liberal capital, tax, and immigration policies—off the 
electoral agenda.

It is for all these reasons that there are growing calls to diversify and rethink Ireland’s 
model of capitalism, and to move away from a structural dependence on FDI. This is not 
to deny the success of Irish policymakers’ capacity to attract FDI, which has had a major 
impact on Ireland’s ability to boost its national income and improve the standard of living 
for its residents and citizens. But in the long run, an EU member state that uses its liberal 
corporate tax code to beggar its neighbours is simply untenable.

To conclude, in this chapter we have argued that Ireland is a liberal market economy with 
an export growth model. We evidenced this by outlining the role of exports in total aggre
gate demand, over time. We then described the extent to which these export sectors are 
made up of US FDI, using proprietary data from the Financial Times fDi markets project. 
We outlined the top sectors, firms, and projects from 2003 to 2018, which revealed the 
extent of the growth of the software and IT service exports. This evidenced the central 
importance of tech investment into Ireland, and the future political challenges this poses 
to government.
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cals; medical devices; semiconductors; biotechnology; alternative/renewable energy; elec
tronic components; aerospace; consumer electronics; space & defence. Non-high-tech 
sectors are communications; industrial machinery; equipment and tools; hotels and 
tourism; transportation; consumer products; business machines and equipment; real es
tate; food & tobacco; beverages; chemicals; automotive OEM; coal; oil and natural gas; 
healthcare; plastics; metals; textiles; paper, printing and packaging; leisure and entertain
ment; automotive components; building and construction materials; warehousing and 
storage; engines and turbines; minerals; wood products; ceramics and glass; rubber.

(6.) fDi Markets Data.

(7.) Data from CSO labour force survey available at: http://www.cso.ie/en/statistics/labour
market/ (last accessed 09 February 2021).

(8.) The sole exception being a Sky Plc project aimed at serving the Irish domestic com
munications market.
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