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Abstract
Following the 2008 global recession, the acronym PIIGS was used to describe the European
nations whose economies were negatively impacted the most. These countries were, Portugal,
Italy, Ireland, Greece, and Spain. While the rest of these nations are still stuck in economic
stagnation, Ireland has experienced a swift recovery. A combination of austerity measures,
foreign direct investment, and effective policy has seen Ireland past this difficult time and
transformed the country into a thriving economy. I will describe what Ireland did, and how it was
effective relative to the other PIIGS.
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Introduction
The great recession negatively impacted the European economy as a whole as well as its
individual nations in the late 2000’s. Some countries were affected more than others, and the
ones that fared the worst were grouped together through the acronym PIIGS. Portugal, Italy,
Ireland, Greece, and Spain all experienced economic contraction as well as negative GDP growth
rates in the early years of the recession. Of the PIIGS, Ireland’s economic recovery stands out as
being the quickest, and in terms of GDP growth, the most successful. In 2010, Ireland’s budget
deficit was 32.4% of its GDP, the highest in the world at the time (CIA Factbook, 2016). Today,
Ireland’s budget deficit is 2.4% of its GDP (2016). The factors that lead to Ireland’s economic
recovery are its debt repayment record, its ability to attract foreign direct investment, and the
education level of its young workforce.
Some scholars point to Ireland’s debt repayment measures as the primary reason for its
post-recession economic recovery (Castle, 2013; Samuelson 2010). Ireland complied with the
EU guidelines for cutbacks and repayment which allowed it to keep interest rates on its bailout
loans low. Acceptance of these looming measures and weathering the storm surely helped
Ireland in the long run. While other countries were hesitant to implement cutbacks and socialize
debt, Ireland was willing to roll up its sleeves and endure short-term hardship in order to promote
long-term growth at the expense of its citizens’ immediate welfare.
In addition to debt repayment measures, economists argue that Ireland’s substantial
foreign direct investment inflows since the great recession have helped to stimulate the economy
and return it to pre-recession growth levels. While there are several reasons as to why Ireland
receives so much foreign direct investment, many would agree that the country’s 12.5%
corporate tax rate is the biggest factor (Stock, 2015). If corporate earnings are taxed at a lower
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rate, multinational corporations are more likely to set up subsidiaries or re-locate to the country
that has such favorable tax conditions. In Ireland’s case, American multinational corporations are
taking advantage of these low corporate tax rates and are setting up their European headquarters
in Dublin as a result (Stock 2015; McDonald 2015; Weckler, 2015). At first glance, the other
PIIGS changed their corporate tax rates quite often and their rates never fell as low as Ireland’s
(OECD, 2015). These relatively high, variable corporate tax rates in the other PIIGS lead to
increased investor confidence in Ireland. Increased FDI went on to combine with other policies
and institutions to facilitate Ireland’s swift economic recovery.
One of these institutions is Ireland’s educational system. What makes Ireland’s workforce
so valuable to firms is the country’s tertiary education level among young adults. As of 2013,
over half of its citizens aged 25-34 have tertiary education. Incredibly, this is the highest among
European OECD countries (OECD, 2016). The combination of a high skilled workforce and
policies that multinational corporations regard as favorable, results in Ireland being an excellent
place for firms to set up subsidiaries and invest in business enterprises. Multinationals would
experience economies of scale by having these two advantages grouped together in one location.
This paper will discuss the circumstances that led to Ireland’s return to growth and extend
the current research to show that the country’s recovery was largely due to a combination of
increased net FDI from American multinational tech companies and a specific government
agency that gave Ireland extra leverage during offshoring negotiations. These two factors are
what the other PIIGS did not have. To begin, I will discuss the debt repayment measures that
Ireland abided by, while focusing on how they affected its citizens and economy, as well as the
interest rates it received. Next, I will uncover the root of Ireland’s FDI inflows. Although the low
corporate tax rate plays a big role, other polices have made Ireland a desirable place in which
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multinationals can invest and conduct business. In light of that, Ireland’s relationship with
Silicon Valley will be examined in order to identify what factors have allowed this relationship
to grow and how it contributed to its recovery. Finally, I will discuss the attractiveness of
Ireland’s labor force and how it has allowed firms to recruit a steady supply of high skilled
workers. Ireland took some specific steps to improving their economic health by being austeritytolerant, developing relationships with American multinational corporations, and leaning on their
Industrial Development Authority (IDA Ireland). Consequently, Ireland’s economic growth rates
are second to none among PIIGS, and forecasts for future growth are exceptionally optimistic.
Overview of Austerity Measures
In order to combat the adverse effects of the global financial crisis, Ireland chose to implement a
number of austerity measures in order to reduce their budget deficit.


2010 – Ireland’s deficit sits at 32.4% of its GDP and the country unveils a budget plan to
reduce it



2011 – the deficit falls to 12.6% of GDP as austerity measures start to have an effect on
the economy



2012 – the deficit decreases to 8% of GDP and Ireland’s creditors lower the interest rate
on its loans



2013 – Ireland exits its bailout program and the deficit declines to 5.7% of GDP



2014 – FDI inflows start rapidly increasing and Ireland’s deficit falls to 3.8% of GDP



2015 – Ireland’s deficit drops to 2.3% of GDP

When a country chooses to endure austerity, it generally increases taxes while reducing
government spending. There are many short-term negative consequences of weathering a period
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of austerity. Generally, unemployment will increase, since the public sector has to cut back on
spending. As a result, layoffs in the public sector become more common. Additionally, the take
home wage for Irish workers decreases with the increase in income tax. This means that
government spending and consumption both decrease, negatively affecting the country’s GDP.
Clearly these measures are not the most popular for working citizens as their immediate finances,
and perhaps jobs, are put at risk. That is why these types of measures are politically difficult and
usually only introduced when absolutely necessary.
In the wake of the 2008 global recession, Ireland’s banks were in need of assistance from
the Irish government due to their inability to pay their debts. The country was offered a bailout in
2010 in order to avoid delinquency on its debt from an entity known as the European Troika,
consisting of the European Commission, the International Monetary Fund, and the European
Central Bank. In order to qualify for bailouts, a country had to adhere to the troika’s budget
recommendations and implement austerity measures. Ireland’s bailout package consisted of
roughly 85 billion euros, with 67.5 billion coming from loans from the European Union, the
United Kingdom, Denmark, and Sweden (CNN, 2010). The other 17.5 billion came from
Ireland’s reserves and pensions (2010). This policy was met with public backlash due to the
immediate financial harm on individual Irish citizens, particularly public sector workers and
citizens who depended on social welfare programs for income. The Irish plan, which aligned
with the troika’s, was to increase income tax while lowering minimum wage, and decease public
spending and employment. In 2010 Ireland put a four year budget plan in place with its goal
being to reduce its annual budget deficit to 3% of GDP.
The plan included the following:
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2.8 billion euro cut to social welfare programs, with cuts primarily coming from
unemployment insurance and child income support policies



1 euro minimum wage cut, from 8.65 euros to 7.65 euros



Increases to university registration fees and public water charges



Cuts to public sector jobs by 24,750 employees and reduced gross public sector wages by
a total of 1.2 billion euros



A difficult political decision to keep the corporate tax rate at 12.5%, in the face of public
dissent



Capital acquisitions and capital gains tax reform to yield an additional 145 million euros
(FinFacts, 2010)
According to the plan, these measures would result in a decrease of 15 billion euros, with

10 billion saved through cuts in spending and 5 billion saved through tax increases (2010). All of
these conditions fell in place with the troika’s conditions for its bailout loans. Ireland’s
adherence to these measures and short-term hardship is what separated it from the other PIIGS
that also implemented austerity measures for bailout loans from the troika.
In order to clarify Ireland’s austerity measures, they can be compared to those in Greece.
Ireland has newfound financial sovereignty while Greece is currently still stuck in crisis. In 2010
Greece received a 110 billion euro bailout from the troika. Greece’s austerity measures were
much more gradual than Ireland’s sharp cutbacks. Greece unveiled a series of austerity packages
in 2010, the same year that Irelands four year budget plan was announced. The first two
packages included cuts to Greece’s public sector wages and bonuses, with each package’s cuts
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growing in severity, increased taxes on petroleum, and increased tariffs on imported
automobiles. They combined to save Greece nearly 6 billion of its 3 year target of 40 billion
euros (Enet, 2016; CIA Factbook, 2016). Only after realizing that these two austerity packages
were failing to allow Greece to avoid default, did the Greek government approach the troika in
order to develop a stronger plan. The First Memorandum, as it became known as, was
implemented, to the chagrin of the Greek public. Its goal was to save an additional 30 billion
euros. (The Guardian, 2010)
The measures of the memorandum included the following:


8% cut to public sector allowances



Limiting biannual bonuses in the public sector to 1,000 euros



Increasing the retirement age of women to 65



Basing retirement income off average lifetime income, rather than most recent (highest)
pay (The New York Times, 2010)



Value added tax increases across many levels of production. From 5% to 5.5%
(manufacturer), 10% - 11% (retailer), and 21% - 23% (consumer)

Greece’s budget to reduce is deficit was met by much more backlash than Ireland’s was. The
Greek public went as far as rioting in the streets and going on strike in order to protest the
austerity measures. Although the Irish public was reluctant to tolerate austerity as well, they were
far more cooperative with and accepting of their government’s decision than the Greeks. Without
the approval of the public, the Greek austerity measures were much more difficult to implement
and uphold.
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As Ireland continued to put up with the discomforts of austerity and stuck to its four year
budget, investor confidence continued to grow in Ireland, even among the troika itself. As a
result, the troika sequentially lowered the interest rates on Ireland’s loan packages until Ireland
was paying 2.6% to the European Commission (0% margin, meaning that Ireland paid the same
interest rate on its loans that the European Commission paid on its own loans) (Reilly, 2011). In
comparison Portugal paid an average rate of 3.7%. (Kowsmann, 2015) The continuous decrease
in interest rates on its loans saved Ireland billions of euros because the interest rates on the loans
they already had were refinanced to the new interest rate each time. Seeing that Ireland was able
to exit its bailout program so quickly compared to its counterparts, the incentive was there for
firms to invest in Ireland’s economy. Since Ireland left its bailout program in 2013, its credit
rating has been upgraded by Moody’s 3 times, going from Ba1 (non-investment grade,
speculative) to A3 (upper medium grade) (Moody’s, 2016).
2013 was an important year in Ireland’s recovery, as Ireland’s austerity measures boosted
its economic turnaround. This is when Ireland’s economic recovery and GDP growth, facilitated
by a heavy supply of foreign direct investment inflows, started to pull away from the other
PIIGS.
Foreign Direct Investment’s Pivotal Role
Ireland has outperformed the other countries of PIIGS substantially when it comes to attracting
foreign direct investment.1 A country can benefit from the jobs that are created and taxes that are
paid by foreign firms providing FDI. The host country receives taxes on both the revenue of the
foreign firm and the salaries of its employees. Thus, the ability to attract foreign direct

1

FDI is when a foreign entity makes an investment in the form of controlling ownership in business enterprises located in another country

9

10

The Plumpest of PIIGS: Ireland’s Post-recession Economic Recovery
investment can provide a significant external boost that can help stimulate an economy and drive
it towards long term growth.
World Bank data shows European nations’ economic indicators from the year 2000 to
2015 and allows for the analysis of foreign direct investment net inflows by country. FDI net
inflows include all investment made by non-resident investors in a respective country, including:
reinvested earnings, intra-company loans, net repatriation of capital, and repayment of loans. In
2008, when Ireland’s bailout was being discussed and the country had its austerity measures set
in place FDI was $23.26b. In the same year, Spain’s FDI inflow was $79.58b, Portugal’s was
$7.82b, and Greece’s was $5.73b. Meanwhile, Italy had a negative inflow of ($9.5b) (World
Bank, 2016).2
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Figure 1. PIIGS FDI Net Inflows 2000 – 2015

2

For a negative inflow to exist, an investor has to have invest in an economy, and pull out the remainder or a substantial amount of that
investment at a later time
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Figure 1 shows the PIIGS net FDI inflows in billions of USD. A few details stand out in this
graph. Spain’s FDI inflows were high relative to its counterparts in 2008, however this did not
continue as these countries began coping with the global recession. Since 2012, Ireland has
received the most FDI inflows per year. Ireland’s 2012 – 2015 period is the only prolonged
period of increased investment. If FDI inflow is a predictor of economic success, Ireland appears
to be the first country to break out of stagnation. During the 4 years after the recession, the trend
seems to show that investor confidence in Ireland has grown significantly. For a full picture of
how FDI inflows relate to growth rates, it is necessary to look at GDP growth rates per country.
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Figure 2. PIIGS Annual GDP Growth Rates 2000 -2015
The graph above shows annual GDP growth rates for the PIIGS. 2012 is a significant year for
Ireland, both in its GDP growth rate and FDI inflows. The data suggests that this is the year
where Ireland started to experience a substantial period of growth relative to the other PIIGS
nations. In 2013 American FDI in Ireland rose by 42%; during the same period, US investment
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to Europe fell by 19% (McDonald, 2015). This is a significant increase considering the United
States’ already large FDI stock in Ireland. “As of year-end 2013, the stock of U.S. foreign direct
investment in Ireland stood at USD 240 billion, more than the U.S. total for China, India, Russia,
Brazil, and South Africa (the BRICS countries) combined” (U.S. Department of State, 2015).
In order for a country to appeal to corporations that can provide foreign direct
investment, they must first determine what incentivizes them to do so. The most attractive thing,
according to a survey of multinational corporations is a favorable corporate tax rate (Liebscher,
2007). Other incentives include research & development support, access to markets, and
expatriation polices that look favorably upon a common language and social setting. Ireland’s
12.5% corporate tax rate is by far the lowest out of this group of countries, and is well below the
world average of 22.6% (OECD, 2016). It has been at this rate since 2003, when FDI inflows
began their steady increase. Since then, the other PIIGS have had inconsistent corporate tax
rates.
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Figure 3 shows Ireland, Italy, Portugal, Greece, and Spain’s corporate tax rates side by side for
the period 2000 – 2016. Italy’s corporate tax rate was 37% in 2000 and has since been
periodically lowered to its current rate of 28%. Greece’s rate has varied, both up and down,
within the 20% - 40% range but is currently at a post-recession high. Spain’s was at 35% in
2000, since then it has gradually dropped to its current rate of 25%. Portugal’s rate has increased
post-recession and is currently at 28% (OECD, 2016). As each country has experimented with
different corporate tax rates, Ireland’s 12.5% rate has remained constant since 2003. If a
country’s corporate tax rate is exclusively responsible for attracting FDI inflows then FDI in the
other PIIGS should have increased when they decreased their rates. The graphic above however,
tells a different story. Ireland’s tax rate is not only unique because of how low it is, its
predictability also attracts investors. Firms are more likely to invest in a country that has stable
policies in place that will not change on behalf of short-term fluctuations in the global market.
The consistency and predictability of Ireland’s low corporate tax rate, combined with other
factors, make it attractive for multinational corporations to invest in the Irish economy.
It is important to get a sense of how much FDI each country receives relative to the size
of its economy. This can be done by examining FDI inflows as a percentage of a country’s GDP
and determine how dependent an economy is on FDI inflows. Below we see each PIIGS FDI
inflows as a percentage of their GDPs.
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FDI Net Inflows (% of GDP)
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Figure 4. PIIGS FDI Net Inflows (% of GDP) 2008-2015
Clearly, FDI inflows are crucial to the health of the Irish economy, and reinforces the notion that
FDI (particularly American FDI) played an integral role in Ireland’s economic recovery.
Inward investment in Ireland is almost entirely associated with its services industry. The
most recent data collected by the OECD shows that in 2012 Ireland’s services industry accounted
for just over 94% of their total reported inflows (OECD, 2016).
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Ireland's FDI Inflows by Industry (Millions of USD)
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Figure 5. FDI Inflows by Industry in Ireland (Millions of USD) 2008 – 2012
The chart above shows Ireland’s FDI inflows by sector for the period 2008 – 2012.3 It is
important to note that the following industries: Agriculture and Fishing, Mining and Quarrying,
Electricity, Gas and Water, and Construction have non-publishable and confidential values, as
per OECD, with regards to inward investment. Therefore the data does not paint the whole
picture, but it nonetheless provides information about the relationship between Ireland’s
manufacturing and service industries. Neither Portugal, Italy, Greece, nor Spain share the same
concentrated levels of FDI in their respective service industries.

3

The category OTHER includes Agriculture and Fishing, Mining and Quarrying, Electricity, Gas and Water, Construction, Unallocated, Primary
Sector, and Private Purchases.
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Greece's FDI Inflows by Industry (Millions of USD)
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Figure 6. FDI Inflows by Industry in Greece (Millions of USD) 2008 – 2012
Unlike Ireland, all of Greece’s values and industries are non-confidential, allowing for more
clarity when analyzing the industry breakdown. A few things stick out comparing Ireland’s FDI
by sector to Greece’s. First, Greece’s scale maxes out at a value that is about a tenth of Ireland’s
maximum. Also, although Greece has a large percentage of FDI inflows dedicated to its service
industry for 3 of the 5 years shown, its service sector does not have the same consistent
investment going into it that Ireland’s has. This is shown in the years 2010 and 2011.
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Figure 7. FDI Inflows by Industry in Italy (Millions of USD) 2008 – 2012
The graph above shows Italy’s FDI Inflows by Industry for the same time period. Even though
Italy’s scale is much closer to Ireland’s, there is much less consistency when it comes to which
industries receive FDI and the total amount of FDI per year. In 2011, Italy’s most successful year
for attracting FDI shown in this graph, the majority of FDI inflows were put into Italy’s
manufacturing industry. This is comparable with Greece’s FDI inflows for 2011, where
manufacturing accounted for nearly all of the country’s FDI.

Portugal's FDI Inflows by Industry (Millions of USD
14,000.0
12,000.0
10,000.0
8,000.0
6,000.0
4,000.0
2,000.0
0.0
-2,000.0

2008

2009

2010

2011

2012

-4,000.0
MANUFACTURING

TOTAL SERVICES

OTHER

TOTAL

Figure 8. FDI Inflows by Industry in Portugal (Millions of USD) 2008 – 2012
Portugal’s inward investment by industry is shown above. Portugal is closer to Ireland when it
comes to how much of their FDI inflows are dedicated to their service industry. It is difficult to
see what is accounting for total FDI inflows for 2008 -2009, but that is because the amount of
FDI that went to Portugal’s service industry for this period is non-publishable. Since total service
is the only industry that is considered non-publishable for these two years, it is easy to infer that
this industry accounts for most of the country’s FDI inflows during this time. Also, even though
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the concentration of FDI inflows in Portugal’s service industry is consistently high, like
Ireland’s, its total year by year FDI inflows are much smaller. However, it still shows how
dependent Portugal is on its service sector to attract FDI.
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Figure 9. FDI Inflows by Industry in Portugal (Millions of USD) 2008 – 2012
Finally, here is Spain’s inward investment by industry. Spain’s total FDI inflows from 2009 –
2012 are not near the country’s 2008 level. Taking figure 1 into account, when the recession
began, Spain’s FDI inflows began decreasing significantly. In 2008 the manufacturing industry
was hit much harder by the recession than the tech portion of the service industry. Since most of
Spain’s FDI inflows went into its manufacturing industry, it makes sense that investment in the
country as a whole would decrease. Each year it is obvious that a much smaller percentage of
Spain’s total FDI inflows come from its service industry, in fact, investment in Spain’s
manufacturing industry has outweighed investment in its service industry in nearly every year
shown. This is much different than the type of investment that Ireland receives. Crossreferencing the FDI by industry graphs show that some countries, particularly Ireland and
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Portugal, have service industries that world investors are more interested in. Consequently, if
tech firms and other subsector firms of the service industry, are less susceptible to economic
downturns, then it can argued that the concentration of FDI that is going into this industry has
helped Ireland create more recession-proof jobs and harbor more recession-proof firms.
The service industry consists of many subcategories that include a number of Silicon
Valley firms who have invested in Ireland in recent years. A few examples of these include,
Research and Development, Computer Activities, and Hotels and Restaurants (Airbnb). The
technology portion of the service industry plays a considerable role in the industry’s resiliency to
economic downturns or events such as the great recession. Tech professionals are considered to
be among the most recession proof jobs, due to the increasing demand for IT and financial
technology workers in the last decade (Randstad, 2016). These types of workers endured the
recession due to tech firms’ high growth rates. Even though the demand for labor decreased as
whole during the recession, workers with tech skills were less affected. Since Ireland’s FDI
inflows are largely in the service industry, it makes sense that Ireland’s economy would be more
resilient and recover faster in response to the recession relative to the other PIIGS.
As previous graphs have shown, most of Ireland’s FDI inflows are being pumped directly
into the country’s service sector, therefore the percentage of Ireland’s workforce that is
employed in this sector is important. It shows whether or not FDI inflows are contributing to the
growth of Ireland’s service sector.
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Employment by Sector % (Ireland)
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Figure 10. Employment Percentage by Sector in Ireland 2000-2014
Here is a graph depicting Irish employment by sector as a percentage of overall employment
(OECD, 2016). The graph shows that Ireland’s service industry consistently accounts for about
70 - 75% of all Irish employment since the recession. This percentage is above average within
the PIIGS group. Portugal’s, Italy’s, Greece’s, and Spain’s percentages as of 2015 were: 68%,
69%, 72%, and 76% respectively. This means that FDI inflows are going into the cornerstone of
the Irish economy and have a real impact on employment as a whole. Ireland’s unemployment
rate hit a post-recession high in 2012 when it accounted for 14.67% of its labor force. Since then,
as net FDI inflows and GDP have increased uninterruptedly, Ireland’s unemployment rate has
decreased by an average of 1.76% annually and hit a post-recession low of 9.4% in 2015.
IDA Ireland
IDA Ireland (industrial development authority), is an agency created to persuade multinational
corporations to invest in Ireland’s economy. The agency can speak to Ireland’s favorable tax
conditions and their attractive labor force, but the primary reason as why IDA Ireland is able to
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convince corporations to re-locate to Ireland is the agency’s freedom to operate separately from
the Irish Government. This characteristic sets IDA Ireland apart from similar agencies
representing other countries. IDA Ireland can streamline the negotiation process and make real
time adjustments to conditions in investments or prospective inversions without having to first
gain approval from its central government. For example, when Dell was considering opening
operations in Ireland, IDA Ireland identified several reasons why they should do so. These
included, a young, educated workforce, the infrastructure to support growing operations, and the
promise of the agency working directly with Dell in order to make sure that the company would
have the resources, facilities, and connections to grow in the future (IDA Ireland, 2016). Aiden
Regan of Social Europe speaks to IDA’s success, “The IDA are successful at attracting US
winners not because of a specific administrative state structure but because they have the policy
autonomy to operate independently from political parties in government” (Regan, 2016). IDA
Ireland’s specific focus has been attracting American multinational corporations; and, in turn,
these firms have provide a large percentage of Ireland’s FDI inflows. Investment from American
firms provided a whopping 72% of Irish FDI inflows in 2014 (Stock, 2015). From 2008 to
present, Ireland trails only the Netherlands of European nations in attracting American FDI on a
cumulative basis. It is clear that IDA Ireland has developed a strong relationship with American
corporations and the personnel tasked with exploring relocation possibilities for their respective
corporations.
Additionally, Ireland has an unmatched relationship with Silicon Valley tech firms
relative to its European counterparts. Although a lot of this has to do with IDA Ireland’s
bargaining tools, the agency also put other foundations in place before Ireland lowered its
corporate tax rate to 12.5% in 2003. During the dot com era in Silicon Valley, IDA Ireland and
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its equivalents from various countries around Europe flocked to the area in order to try and
convince tech companies to invest in their countries. In 2000, when the dot com bubble finally
burst, most of the European industrial development authorities left Silicon Valley since the
potential for finding investment decreased. IDA Ireland however, stuck around and continued to
build a relationship with these firms. “At the time, very few people seemed sure of which web
companies had potential for growth and which were built on sand. A number of European
countries decided to withdraw foreign development offices from Silicon Valley, wary of getting
involved with another dot-com-type blowout” (IDA Ireland, 2015). The breakthrough happened
in 2002 when IDA Ireland’s director of operations in California, Dermot Tuohy, and Gus Jones
began negotiations with Google, a company of roughly 500 employees and $40 Million annual
revenue at the time, to relocate the company to Dublin (2015). The only competition that IDA
Ireland faced for obtaining this inward investment was from Switzerland. This was due in large
part to the agency’s willingness to have continued faith in the tech sector, particularly the Silicon
Valley firms.
Once Ireland was able to attract Google, Dublin became a popular destination for
emerging tech companies who were looking to integrate into the European market. Since so
many tech and IT firms were establishing themselves in a specific area of Dublin, firms who
were considering the move were able to include economies of scale benefits in their decision
making process. This process is similar to the circumstances that made Silicon Valley so heavily
concentrated with tech firms. When related businesses are grouped together in a particular area,
competitors and supporting firms can operate together in a complimentary way. Silicon Valley
based tech companies who have followed in Google’s footsteps include: Facebook, Amazon,
LinkedIn, and Twitter. This inversion rush created a phenomenon described as high-tech

22

The Plumpest of PIIGS: Ireland’s Post-recession Economic Recovery
clustering. The central location of it has been a Dublin region that is known as Silicon Docks
(Weckler, 2014). In the Docks, Facebook employees 550 people, while Google employees
2,500. In its initial annual report, in 2012, LinkedIn announced that it had expanded its
international presence and set up operations in Ireland. The same report listed LinkedIn
Technology Limited and LinkedIn Ireland Limited as Irish subsidiaries (LinkedIn, 2016).
Similarly, Twitter has expressed its intention to continue international expansion in Ireland in
each of its last three annual reports (Twitter, 2016). In their 2016 annual report, LinkedIn
recognizes Dublin, Ireland as its non-US company headquarters. Harnessing this momentum is
clearly working for IDA Ireland, and its origins can be traced back to the foundational
relationship that the agency built with Silicon Valley in the early 2000’s.
Other Factors Affecting FDI
In addition to the advantages of investing in Ireland outlined above, there are also other factors
that play a role in Ireland’s ability to attract FDI from American firms. One of these is
camaraderie. Dublin and San Jose are sister cities, and have been since 1986. Recently IDA
Ireland was in San Jose celebrating St. Patrick’s Day and the 30th anniversary of their sisterhood
(Yahoo, 2016). This is an example of the fellowship that IDA Ireland and Silicon Valley share.
Also, Ireland and the United States share English as their most common language, which makes
communication easier.
Along with an attractive corporate tax rate and an autonomous agency (IDA Ireland),
Ireland has other strong institutions that make it an attractive country in which to conduct
business and invest. One of these is Ireland’s post-secondary education system. It consistently
produces highly skilled participants of the labor force that can be directly recruited into the types
of firms that are attracting FDI inflow to Ireland.
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Figure 11. Percentage of 25-34 Year Olds with Tertiary Education in 2013
Figure 11 shows the percentage of people aged 25 – 34 who have tertiary education in Ireland
and other European OECD countries. At 51%, Ireland’s percentage is the highest among
European OECD countries and is well above the OECD average of 41%. Of the other PIIGS,
Spain is near the OECD average while the others lag further behind. This graph clearly shows
Greece’s, Italy’s, and Portugal’s struggle to produce young skilled workers, who have the
education required to be competitive for jobs at the types of tech companies that are investing in
Ireland.
According to the data, FDI inflows appear to be at least partly responsible for Ireland’s
swift economic recovery. The FDI inflows are a result of a combination of events and Irish
policies. The autonomy of IDA Ireland partnered with the country’s low corporate tax rate, made
Ireland an attractive place for businesses to invest in. The Irish economy’s highly concentrated
service sector played a role in attracting service based FDI. And finally, other less-measurable
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factors such as camaraderie and cultural similarities helped Ireland develop its strong
relationship with American firms.
Conclusion
It is clear that austerity measures were important to the Irish economic recovery, but the real
benefit came from the utilization of incentives that attract FDI inflows. By putting faith in IDA
Ireland and firmly opposing raises to corporate tax rates when many believed it to be logical,
Ireland stay on the track to recovery. The country’s commitment to paying its debts, regardless
of public backlash, led to favorable interest rates and a quick recovery. IDA Ireland’s allegiance
to Silicon Valley, even amongst worldwide skepticism, put Ireland at the forefront of tech
executives’ minds when considering establishing a foothold to the European market. Inward
investment began to flow and Ireland benefited from the effects of clustering as firms took
advantage of the economies of agglomeration principle by establishing enterprises in the Silicon
Docks area of Dublin. Additionally, Ireland’s young, highly-educated workforce paired with
these other benefits and provided firms with a one-stop shop for talent, attractive tax laws, and
location benefits.
Further research is warranted on this topic. Firstly, although Ireland’s service industry
represents a large portion of their labor force, the same is true of nearly all developed economies.
The paper mentioned how FDI inflows going to Ireland’s service industry were going into the
cornerstone of the country’s economy. However, the possibility exists that employment in
Ireland’s service sector is slowing increasing due to the FDI that being infused into its economy.
Therefore, it is not clear if FDI is going into Ireland’s service industry because of an already high
concentration of employment in this industry, or if its FDI inflows themselves are creating a
robust service industry. Also, and perhaps most importantly, the possibility of changes in
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Ireland’s corporate tax rate and corporate inversion policies exist. This is due to the European
Union’s quest for a standardized corporate tax rate and foreign governments’ desires to recoup
profits that currently are not being repatriated. The inversion policy changes are discussed in
LinkedIn’s annual reports, but will not be implemented until sometime after 2020. Economic
growth rates and FDI inflows might plateau eventually, but for the time being, Ireland’s policies
should continue to attract FDI from foreign firms and allow the country to experience continued
economic progress.
In closing, of the PIIGS, Ireland’s post-recession economic recovery has been the most
successful. Many factors went into this recovery, but some played a larger role than others.
Thanks to its austerity measures, FDI inflows, and IDA Ireland, the country has boosted its
business reputation and given foreign firms reasons to invest in Ireland, propelling them on the
path to economic growth.
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