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Ireland has struck oil – 
we just don’t know it 
yet. That’s according 
to Danny McCoy, chief 
executive of Ibec, the 

country’s leading business 
representative group.

McCoy isn’t referring to the 
possibility of nodding donkeys 
dotting the Irish landscape, or 
drilling for petroleum off the 
Irish coastline. His metaphori-
cal musings relate to a vast po-
tential that exists but, for the 
most part, remains untapped 
in the form of an intellectual 
and intangible revolution.

By this, he is referring to Ire-
land as a Model of Substance, 
where decades of tactical poli-
cy planning and implementa-
tion, including the best inter-
national practice in taxation, 
have set Ireland apart as the 
most globalised economy in 
the European Union. 

“I make the point about oil 
because when I refer to intel-
lectual property and intangi-
ble assets, people think that 
these are not as beneficial to a 
society that finds oil, but they 
actually are,” said McCoy. 

“To put this into context, 
ten years ago, the top ten 
Forbes companies in the world 
were oil companies, but now 
they’ve been replaced by 
Facebook, Google and Apple, 
which have very few tangible 
assets in their balance sheets. 
Ireland is that modern-day 
equivalent of a resource econ-
omy with substantial intel-
lectual capital and intangible 
assets at its core.”

Later this month, McCoy 
will deliver a key speech on 
Ireland’s Model of Substance 
at the Ibec Business Leaders 
Conference in Dublin’s Con-
vention Centre on March 27. 

The conference will include 
key discussions on the rise of 
the intangible economy in Ire-
land, its work demographic 
and the future of employment.

Joined by leading econo-
mists from across the globe, 
McCoy will hold forth on how 
he feels about Ireland’s thus-
far idle approach to realise its 
wealth of unused resources 
that could help lead our econ-
omy and society to an assured 
future.

“For small, open countries 
like Ireland, we must ensure 
that global economies remain 

committed to the open pol-
icies that have benefited so 
many and that the nature and 
structure of the Irish economic 
model is understood,” he said. 

“The frontier of corpora-
tions right now is being driven 
by intangible assets and that 
frontier economy is Ireland. 
Except we don’t realise it, so 
we’re not benefiting as much 
as we could, yet we are expe-
riencing the costs.”

To support his argument, 
McCoy analyses Ireland’s eco-
nomic rumblings of the last 
six years. The OECD’s intro-
duction of its Based Erosion 
and Profit Shifting (BEPS), 
a process where a country’s 
corporate taxes must be 
aligned with substance, set 
the revolutionary wheels in 
motion. There was a migra-
tion of companies to countries 
where such transparency in 
the books could be upheld, 
namely, Ireland and Britain. 
That trickle effect from 2012 
became more noticeable in 
2015, when Ireland saw a 40 
per cent increase in corporate 
balance sheets in a single year.

“That equated to €350 
billion of corporate balance 
sheets moved into Ireland,” 
said McCoy. “The Department 
of Finance was forecasting 
that corporate taxation for 
that year would be just €4.3 
billion. When December 31 
arrived, the cash in corpo-
ration tax was €6.9 billion, 
a clear indicator that money 
and substance were cascading 
into Ireland.”

McCoy said companies 
seeking to satisfy the OECD’s 
pan-European dictat favoured 
Britain and Ireland because 
of their friendly globalised 
business models and com-
mon-law legal system. Their 
relocation then offset popu-
lation increases and a boost 
in talent and intellectual re-
sources. 

With Brexit, however, the 
tables turned even more in 
favour of Ireland as compa-
nies weighed up the merit of 
setting up in Britain against a 
backdrop of uncertainty.

“And then Britain goes and 
shoots itself in the foot with 
Brexit, leaving Ireland as the 
sole runner,” he said. “We’re 
the winners on front of this 
because of Brexit.”

The back story of how Ire-
land got to this point is essen-
tial to understanding how the 
country must proceed if we 
are to make the most of this 
boon, he said. 

Unlike the Celtic Tiger, 
which ran on credit, the cur-
rent model is built on cash, 
which has already driven up 
prices in the residential and 
commercial property markets. 

“We need to ask where that 
cash has come from,” said Mc-
Coy. “And the answer to that 
question is that it has come 
from the business model of 
substance. Generations of 
these businesses who have 
located in Ireland have been 
coursing resources and money 
and jobs into the country. I’m 
not just talking about corpora-
tion tax, but the bigger picture 
such as the financial firms, the 
legal houses and all the coffee 
shops that follow as a result, 
and that push cash through 
our economy.”

Dublin guilt
McCoy said a cash-rich coun-
try was of little use if the in-
frastructure and economic 
supports were not in place. 
He said a country thriving 
on substance, as Ireland was, 
must behave like one and 
build sustainable enterprise 
and activities that will secure 
the future. 

He added that there was 
an element of “Dublin guilt” 

where the rest of the country 
is concerned with the feel-
ing that the capital is on full 
throttle in terms of progress, 
and rural Ireland must follow 
its lead. The reality is, howev-
er, that there is a substantial 
industrial movement in the 
north-west of Ireland that 
employs thousands of peo-
ple and helps communities 
to thrive.

“Dublin has not noticed that 
industrialisation has emerged 
in Ireland in the last two gen-
erations and is predominantly 
on the western seaboard,” he 
said. “Letterkenny is an abso-
lutely humming town. It’s got 
big industries there like United 
Technologies and Pramerica. 
Come down to Donegal town 
and then to Sligo, and you 
have Abbot and Abbvie, the 
med-tech companies. In north 
Mayo, Baxter and Coca-Cola 
are there. Allergen makes all 
the Botox globally in Westport. 

“My hometown is Tuam, 
where a sugar factory that 
opened in the 1930s and 
closed in the 1990s employed 
200 people at its peak. The 
factory in Tuam now, Valeo, 
employs 1,200 people. Tuam 
is now a suburb of Galway, and 
Galway is demonstrably an 
industrial town now with all 
the medtech companies.

“Industrialisation has hap-
pened, and it has peaked, and 
this is the substance that this 
conference is about. It’s about 
Ireland reaching modernity 

in a slow build-up and we’re 
now at the point of our accel-
eration – it’s a frontier and it’s 
exciting.”

McCoy said the country’s 
acceleration must not be sty-
mied by those hankering after 
the heady days of the Celtic 
Tiger. He said it was unrealistic 
to look back at that time as a 
productive period because it 
operated without substance 
or a solid foundation. The 
key now is to step back and 
see modern-day Ireland for 
what it is, a golden time rich 
in intellectual and intangible 
properties that can give back 
for generations with the right 
policy and planning.

“A great philosopher once 
said that you must never stand 
in the same river twice. I’ve 
not one scintilla of doubt 
that this is Ireland’s best pe-
riod ever that we’re living in 
right now. There has not been 
a moment in our economic 
history that has been better 
than now.” 

McCoy said we must look 
to secure a global ranking not 
just in business performance 
but in our universities, social 
thinking and dialogue. To put 
this into context, he refers to 
Scotland. Ireland by compar-
ison, is 30 per cent per capital 
richer, but Scotland has three 
top universities in the world 
whereas Ireland has none.

“In other words, we’ve an 
opportunity to get a kind of 
escape velocity here to put 

ourselves in a new situation 
like Norway is doing with its 
sovereign wealth fund,” he 
said. “We’ve got the cash but 
don’t have the plan or the in-
frastructure, so we’re playing 
catch-up. We’re at the foothills 
of having found the oil, but 
we quickly have to build the 
infrastructure to unpin it and 
buy our way up to the infra-
structure ranking table.”

McCoy conceded the Irish 
government was endeavour-
ing to do just that with Ireland 
2040, the new National Devel-
opment Plan, but he believed 
the policy planning outlined in 
the report will not be enough 
because its forecasting falls 
short.

Lacking 
ambition
“Ibec would argue that the 
new plan is actually lacking 
in ambition, because it’s only 
predicting a one million in-
crease in the population be-
tween now and 2040,” he said. 

“In the last ten years, the 
Irish population has increased 
by 530,000, so per year it is 
increasing by about 53,000. 
What’s built into the national 
development plan is a running 
rate of about 43,000 per year. 
The government is predicting 
a much lower rate of growth 
in the Irish population in the 
future than we’ve already ex-

perienced during the down-
turn. We believe the popula-
tion is more likely to increase 
by two million in that phase 
and, therefore, we’re going to 
need even more infrastructure 
than they think.”

McCoy said there had to be 
forward planning where pop-
ulation growth is concerned. 
He said the British model of 
a population explosion was a 
good example of how it must 
be managed appropriately. 

“A decade ago, Ireland had a 
population of three and a half 
million, while Britain – which 
has always been a magnet for 
migration – had 56 million 
people,” he said. 

“Today, Ireland’s population 
is five million and Britain’s 
population has increased by 
nine million to 65 million. This 
explosion has led to a sense of 
frustration for some. We saw 
this in Brexit where people get 
frustrated by the sense of no 
control over migration. It’s not 
that they are intolerant, but 
that the public infrastructure 
hasn’t been able to keep up – 
and Ireland must learn from 
that.”

McCoy said there must be a 
basic understanding of shifts 
in economies for Ireland to 
understand how we can build 
on our infrastructure to seal 
our future. He said the Ireland 
of the last two decades that re-
lied on migration from eastern 
European countries to build 
our infrastructure is no longer 

a viable option as countries 
like Poland approach Italian 
levels of income per capital.

“Thinking that Polish peo-
ple will come over for a second 
time and build Ireland for us 
now is the same as thinking 
the Italians will do that job for 
us,” he said. “Ireland will have 
to deal with other jurisdictions 
to find labour, but engage in a 
very strong social dialogue, so 
we understand this need for 
migration to help us achieve 
the infrastructure needed to 
help us progress.”

For the country to build on 
our current intangible gold-
mine, McCoy said, we need to 
act fast and use the money that 
is readily available to put the 
infrastructural defects right.

“Quantitative easing has 
pushed cash right through 
the global plumbing, Ireland 
has ended up attracting way 
more than expected and we 
might be drowning ourselves 
because we don’t know what 
to do with it,” he said. “It’s not 
that the glass is half-empty 
or half-full in Ireland, but the 
problem is the existing glass 
is just not big enough and we 
haven’t stopped pouring yet, 
so unless we fill a bigger glass, 
these rich resources will be 
wasted.”

Danny McCoy is chief executive 
of Ibec. He is speaking at the 
Ibec Business Leaders Confer-
ence on March 27. For more in-
formation, see ibecconference.ie
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BY SIOBHÁN MAGUIRE

Ireland is part of a “quiet 
revolution” where busi-
ness focus has shifted 
from tangible assets such 
as machinery, buildings 

and computers to intangible 
ones like design, branding and 
software.

That’s according to Jonathan 
Haskel, a leading expert on the 
subject having last year co-
penned Capitalism without 
Capital: The Rise of the Intan-
gible Economy, a commend-
able examination of this new 
period of economic history.

Haskel, a Professor of Eco-
nomics at the Imperial College 
Business School in London, 
said Ireland’s growth in in-
tangibles is significant, with 
statistics collated for the years 
2000 to 2013 showing growth 
in this type of investment of 
around 5 per cent of Gross Do-
mestic Product, GDP, per year. 
To put this into context, other 
major EU economies invest 
about 3.6 per cent of GDP in 
intangibles.

Haskel, who will speak at 
the Ibec Business Leaders 
Conference on March 27, said 
the traditional model of busi-
nesses in developed countries 
where assets were solid and 
visible have moved towards a 
subtle and less obvious form.

“For all sorts of businesses, 
from tech firms and pharma 
companies to coffee shops 
and gym chains, the ability 
to deploy assets that one can 
neither see nor touch is now 
the main source of long-term 
success,” he said.

“Take a traditional company 

like the UK’s second largest 
supermarket, Sainsbury’s. 
Like any supermarket they 
have plenty of tangible as-
sets: their shops, trucks and 
computers. And in 2016, their 
sales were around $30 billion 
and the value of their capital 
assets was $12 billion.

“Now think about Micro-
soft. They have some building 
and computers, but no trucks, 
to the value of $5.6 billion in 
2016, but their sales were 
$85 billion. They do business 
with 50 per cent of the assets 
of Sainsbury’s, but produce 
almost three times the sales.”

Uber, the peer-to-peer 
ridesharing and transporta-
tion company is another ex-
ample of a company thriving 
on the intangible. The com-
pany owns no cars, which is 
incredible when you consider 
the nature of its business, so 
the only tangible assets lie in 
their computers and offices. 
Their intangible assets are 
significant, however, and in-
vested in software and data.

“Accountants find it very 
hard to value these assets,” 
said Haskel.

 “Being of a careful dispo-
sition, they value (with some 
slight exceptions) only tangi-
ble assets. Hence our labelling 
of this new period of econom-
ic history as ‘capitalism with-
out capital’.”

Haskel said the transition of 
the traditional business model 
from the tangible to intangible, 
while not to be feared, needed 
to be understood.

“Business investment has 
been changing throughout 
history: from water mills to 

steam engines to comput-
ers,” he said. “Why should 
the change to intangible in-
vestment matter? We argue 
it matters because intangible 
assets have very different eco-
nomic properties to tangible 
assets.”

Haskel said there are four 
strands to intangible invest-
ments that must be taken into 
consideration. These include: 
what is scalable; what assets 
are sunk; potential spillovers; 
and synergies within invest-
ments.

“Intangible spending is typ-
ically scalable,” he said. “If a 
conventional taxi company 
wants to expand it needs to 
buy more taxis, or more tan-
gible assets. However, if Uber 
wants to expand, it uses the 
same software.

“Intangible assets are typ-
ically sunk. In 2016, Symbi-
an, the now closed software 
operating system written by 
Nokia had 73 per cent of the 

smartphone market. By the 
end of 2012, Nokia had lost 
almost all of its market share 
and was heading for bank-
ruptcy. It had a major tangi-
ble asset, namely its Helsinki 
HQ, Nokia House, which it 
promptly sold for $170 million. 
But it was unable to sell off the 
Symbian software. Assets that 
cannot be sold off are called 

‘sunk’ and intangible assets 
have that property much more 
than tangibles.”

A spillover refers to knowl-
edge assets that can be easily 
copied, unless protected, and 
used by another firm. Haskel 
cites EMI, the record label, and 
its involvement in the medical 
world to support his expla-
nation.

“Using cash generated from 
record sales by the Beatles, the 
UK firm EMI invented the CT 
scanner, performing the first 
ever CT scan in 1971 in a Lon-
don hospital,” he said. “GE, the 
healthcare company, quickly 
used the same technology and 
by 1976 EMI withdrew from 
the market.”

The final strand relates to 
intangible investments that 
have synergies with one an-
other. This relationship adds 
value and substance to the 
product. 

A good example of this is the 
MP3 protocol, an audio coding 

format for digital audio. When 
the miniaturised hard disc and 
Apple’s licensing agreements 
and design fused, the iPod was 
born. 

Likewise, the microwave 
oven was the result of a 
marriage between a defence 
contractor, Raytheon, which 
accidentally discovered 
that microwaves from radar 
equipment could heat food 
and Amana, a white goods 
manufacturer which brought 
appliance design skills to the 
table. 

But Haskel warns of fall-
outs from an economy that 
becomes too ‘intangible-in-
tensive’.

“If the ideas from intangi-
bles spill over, this might be 
a force for equality because 
potentially everyone can copy 
a design or business idea,” he 
said. “But if intangibles are 
valuable in synergy with each 
other and can then be scaled, 
this is a force for inequality 
as only large firms who can 
combine them effectively will 
do well. Remember that most 
pharmaceutical firms spend 
as much on marketing as on 
R&D.

“But the inequality has at 
least two other important 
dimensions. Possessors of 
intangible assets, such as 
talented writers, actors and 
computer programmers and 
those managers and leaders 
who can organise and coor-
dinate them will be in great 
demand – hence the rise in 
wages at the very top.

“Finally, the other dimen-
sion is that spillovers and syn-
ergies abound in cities. This 
attracts those who are creating 
and coordinating intangibles. 
Not only does this drive up 
urban property prices, but it 
increases the cultural divide 
in cities and the rest of the 
country.”

The rise of the intangible economy

Jonathan Haskel, Professor, Imperial College Business School and author of Capitalism without 
Capital (below), which was named a Book of the Year 2017 by the Economist and the Financial 
Times. Jonathan Haskel will deliver a keynote at the Ibec Business Leaders Conference

How capitalism without 
capital became the new 
business model

BY SIOBHÁN MAGUIRE

It was the physicist Al-
bert Einstein who said 
we cannot solve our 
problems with the same 
thinking we used when 

we created them. 
That ideology is nowhere 

more evident than in the no-
tion of a circular economy, 
where the traditional ‘take, 
make and dispose’ mentali-
ty – take a natural resource, 
make a product, then dispose 
of it in a landfill – is shifting 
towards a more conscientious 
approach to waste reduction.

One of the leading global 
experts on this regenerative 
concept will speak in Dublin 
later this month to explain 
how a circular pathway is an 
economic ability to reintegrate 
waste back into the produc-
tion side of industry that is 
beneficial for society and the 
environment.

Mark Esposito, a professor 
of Business and Economics at 
Harvard University, will deliv-
er his talk, ‘The circular econ-
omy – society’s last chance?’ 
at the Ibec Business Leaders 
Conference on Substance and 
Sustainability on March 27, 
with a focus on how we can 
all play our part in how we 
consume and reuse.

“The circular economy is 
extremely effective,” he said. 
“In most of our production we 
waste so many resources that 
it becomes difficult to meas-
ure. The moment we realise 
that this waste has a cost, 
we can motivate the trans-
formation inside the global 
supply chains by instructing 
the system that reintegrating 
waste back into the economy 
is a sign of good practice and 
financial performance.”

In Ireland, efforts are be-
ing set in motion for a more 
rounded approach to utilise 
raw materials and resources in 

the least destructive way as we 
transition towards a more cir-
cular economy. Last year, the 
National Economic and Social 
Council (NESC), which advis-
es the government on strategic 
policy issues relating to sus-
tainable economic, social and 
environmental development 
in Ireland, published a report 
on moving towards a circular 
economy.

Findings acknowledged 
an appetite for change with 
a recommendation for “ear-
ly action” rather than a wait-
and-see approach on how 
other countries tackle the is-
sue. Esposito said the logic was 
achievable because there is 

already a good understanding 
in Ireland of the relationship 
between economic growth 
and natural resources and the 
necessity for improvements in 
these areas.

“The Irish community is 
ready to embark on this con-
versation in a more systematic 
manner, both in their cities 
and in their business land-
scape,” he said. “Governments 
can help a great deal to support 
with programmes, grants and 
subsidies in the transforma-
tion of our economies from 
linear to circular, but it is the 
corporate level supported by 
consumer demand which will 
shape the nature of how this 

mindset is adopted.”
In 2015, the European Com-

mission introduced new pol-
icy on the workings of a cir-
cular economy. ‘Closing the 
Loop: An EU Action Plan for 
the Circular Economy’ con-
tained legislative proposals 
on waste aimed at both the 
consumer and industry. 

The proposals will force 
businesses to improve their 
value chains from production 
to consumption, including 
waste management and sec-
ondary raw materials that are 
fed back into the economy.

Long-term targets included 
a reduction in landfilling, and 
to increase preparation for re-

use and recycling of key waste 
streams such as municipal 
waste and packaging waste. 

By doing this and reusing 
waste indefinitely, the process 
becomes known as ‘closed-
loop recycling’. 

With just 40 per cent of 
waste produced by EU house-
holds recycled, the strategy is 
hoping for a common target of 
recycling 65 per cent of mu-
nicipal waste and 75 per cent 
of packaging waste by 2030.

Esposito said the key to a 
circular economy is to get as 
much value as possible from 
existing materials and pro-
long their use for as long as 
possible.

“Circular economy is the 
ability of any given ecosystem 
to reintegrate its waste in some 
capacity back into the produc-
tion side of things,” he said. 

“Waste is not only to be in-
tended as physical, but also 
as part of a given design of a 
product and a service. Circular 
economies are more efficient 
because they turn a negative 
externality into a business 
opportunity.”

While countries are in the 
early stages of closing the loop 
and learning to reuse, Esposito 
said there are myriad ways an 
individual can start their own 
contribution to the process. 

He said this could be some-
thing as simple as taking re-
sponsibility for one’s carbon 
footprint and opt into a car 
share to contribute to few-
er vehicles on the road. For 
industry, change is about re-
thinking the production op-
eration.

“It is more aspirational these 
days than practical, although 
multiple firms are rediscover-
ing the principle of cradle to 
cradle – or regenerative design 
– in the way they manufac-
ture products. In the current 
context, this approach exists 
at a micro level, but struggles 
to emerge as a new organis-
ing principle on how society 
thinks or acts around waste 
and wastefulness.”

Esposito said the key to un-
derstanding the circular econ-
omy is to recognise how waste 
can be reused and motivate 
industry to reintegrate waste 
back into the economy.

“Every country can take 
initiatives to shift the needle 
on how this can be achieved, 
from grassroots movements 
to orchestrated government 
action,” he said. 

“Everyone should have 
some degree of exposure, and 
best practice can emerge from 
that.”

A rounded approach to resources

Mark Esposito, a professor of Business and Economics at Harvard University, will deliver a keynote at the Ibec Business Leaders 
Conference on March 27


