
 

 

 

 

 

 

Introduction 

 
Over the past ten years, Ireland has become one of the most popular and profitable 
locations for multinationals wishing to invest in Europe.  After the UK, Ireland is now the 
second most popular destination for Canadian investment into Europe.    
 
Shannon Free Zone is Ireland’s largest multi-sectoral industrial park with a 40-year track 
record as an international investment location.  It offers an inviting base beside an 
international airport for manufacturing and international service operations serving world 
markets.  Attracted by a sophisticated mix of fiscal, infrastructural and business 
supports, many global leaders across different industry sectors are located there. They 
include GE Capital, Mentor Graphics, Veritas Software, Lufthansa, Becton Dickinson, 
Bristol Myers Squibb, Nelvana and Alliance International Releasing.  
 
There are many contributing factors to the success of Shannon Ireland in appealing to 
inward investors, including favourable government support with the provision of 
generous development incentives and one of Europe’s lowest corporate tax 
environments. 
 
Shannon is promoted as an international investment location by Ireland’s leading 
regional development agency, Shannon Development.  The agency’s remit also extends 
to the development of indigenous (Irish owed) industry and tourism in the Shannon 
Region, which covers 10,000 km2 and has a population of 400,000 (14% and 11% 
respectively of the national totals). 
 
The innovative programmes put in place by Shannon Development, and the advances 
made by the Region in economic development, have attracted wide interest from bodies 
as diverse as the EU, OECD and UN organisations and have served as role models for 
economic development in many countries around the world.   
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Canada-Ireland Relations 

Relations between Ireland and Canada are close, based on family ties, cultural affinities 
and shared democratic political values. Almost 3.8 million Canadians, or 14% of the 
population, claim some Irish ancestry. The largest influx of Irish immigrants was in the 
period 1831-1855, rising sharply in the latter half of the period when several hundred 
thousand left Ireland for the United States, Australia and Canada.  A small number of the 
600,000 people who landed in Canada during the 19th Century are commemorated at 
the Irish National Monument on Grosse Île, Québec. Commemorations of the 150th 
anniversary of the peak year of the Great Famine were held in several Canadian 
communities in 1997. A large proportion of Canada's teachers, farmers, lawyers and 
merchants in the 19th century were Irish migrants. They came largely from Ulster, the 
Dublin region and Cork.  

 

Investment  

With a 2000 Canadian direct investment stock of $8.4 billion, Ireland is the 4th largest 
recipient of Canadian direct investment worldwide, after the USA, UK and Barbados.  

• $7.3 billion increase over the years 1989-2000 from $1.1 billion to $8.4 billion  

• 13.2% of 1999 Canadian direct investment stock in Europe was held in Ireland.  

• Perhaps the most outstanding 
feature of Canada-Ireland 
economic relations is the high 
level of Canadian investment in 
Ireland. There are almost 100 
Canadian companies in 
Ireland.   

• Canadian operations in Ireland 
include Air Canada, Alliance, 
ATI Technologies, Bank of 
Montreal, Can West Global 
Communications, Celestica, 
CIBC, Cott Corporation, Corel, 
Canada Life Assurance, 
Investors Group, Nortel, 
Sunlife, and Scotiabank., 
Vetrepharm.   
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Irish investment in Canada is modest. Canada is attractive to Irish companies in 
terms of costs and strategic positioning for establishing a manufacturing base for 
NAFTA, particularly in the IT, pharmaceuticals, and agrifood sectors. 
 

• $361 million (2000). This is a significant increase since 1989 when it was only 
$57 million.  

• Ireland is now the 19th largest source of investment in Canada.   

• Irish corporations control 
twenty-six companies in 
Canada.  

• Leading Irish companies 
who have invested in 
Canada include Kerry 
Group Plc, Jefferson 
Smurfit Group plc, CRH 
plc, IAWS, Glen Dimplex 
Group, CBT Systems Ltd, 
Datacare Computers Ltd, 
Aer Rianta International 
(United Cigar Co Ltd) 

 

 

Trade Relations  

Canada's trade relations with Ireland are excellent; there are no significant trade 
impediments. Canada-Ireland two-way trade is substantial, despite Ireland's small 
population. 

• In 2000 Canadian exports to Ireland were CAD $321 million. 
 

• Irish exports to Canada in 2000 were  $1,246.1 million, resulting in an overall 
balance of trade of $925 million in Ireland's favour for 2000.  
 

• Machinery and electronics account for the bulk of Canadian exports to Ireland. 
Chemicals, pharmaceutical/ medical products, electronic components, machinery, 
beverages and foods dominate Irish exports to Canada.  
 

• An Ireland-Canada Chamber of Commerce exists in Montreal, Toronto, and 
Vancouver. An Ireland-Canada Business Association exists in Dublin.  
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Shannon Free Zone 

• Shannon Free Zone covers 240 hectares (600 acres), adjacent to Shannon 
International Airport, and is home to 126 companies with an employment level of 
8,000 people.  These companies generate exports in excess of $2b per annum.  

 
• The Zone is Ireland’s largest multi-sectoral industrial park.  Attracted by a positive 

business environment, including low corporation tax and a well-educated, skilled 
workforce, many leading North American and other international corporations have 
chosen Shannon as their strategic location to serve Europe, the Middle East & Africa 
(EMEA) and other global markets. 

 
• Advanced operations are carried on at Shannon in key industrial sectors including: 

 
§ Aerospace § Telecommunications 
§ Software § Healthcare 
§ Engineering § Electronics 
§ Customer support § Financial Services 
§ Product fulfillment § Direct Marketing 

 
• Internationally traded service activities have grown significantly at Shannon, and now 

account for over 60% of companies and 40% of employment. 
 
• As a duty free zone, Shannon provides a deferral system whereby duty payable on 

imports from non-EU countries is deferred until goods leave Shannon for another EU 
location.  Shannon Free Zone is also zero rated for VAT (Value Added Tax) 
purposes. 

 
• Companies operating from Shannon are licensed to carry on a trade, business or 

manufacture under Section 2 of the Customs Free Airport (Amendment) Act 1958. 
 
• Shannon Ireland now has a highly developed international business support 

infrastructure, including a modern broadband telecoms network; air and surface 
transport links to Europe and the US; a sophisticated sub-supply base, and a 
carefully planned physical environment to meet the needs of international business. 

 
• There is a ready availability of quality buildings to buy or rent at Shannon, as well as 

fully serviced sites. 
 
• Excellent educational facilities are available in the Shannon Region, including the 

University of Limerick – one of the leading sources of graduates for industry, and the 
Limerick Institute of Technology, which hosts world class programmes and research 
activity in collaboration with industry. 

 
• Canadian companies at Shannon include Nelvana, Alliance International Releasing 

Ltd, Pacific Network Services Europe Ltd, and Centrinity. 
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Incentives 

 
Shannon’s incentives include:- 
 
• Low corporate tax regime.   

 
Following negotiations with the European Commission, the Irish Government will 
introduce a corporation tax rate of 12.5% effective from January lst  2003.  Unlike 
previous incentive rates, the new rate is not restricted to manufacturing or export 
activity. Therefore a much wider range of business activities can now benefit from 
Ireland’s tax regime - which offers the lowest rate Corporate Profits Tax in the 
European Union. 

 
It is likely that licensing income and headquarter type income particularly where it 
is supported by a reasonable degree of substance would be considered as trading 
income for the purpose of Irish tax and therefore should benefit from the 12.5% 
rate of Irish corporation tax. The tax rate on passive income is 25%. 

 
Comparison With Other European Countries  

 
Irelands rate of 12.5% is the lowest in the EU. While some jurisdictions offer low 
effective rates, these are generally based on case-by-case rulings and apply to 
certain types of activities only. 
 
Outside of the EU, Switzerland is perhaps the best example of a country that offers 
a low effective rate that applies on a specific ruling basis. However, Ireland is the 
only jurisdiction that offers such a low rate to all trading activities thereby 
maximizing the level of flexibility available to an inward investor, e.g. the Irish 
activity is not limited to a single type of activity, nor is it dependant on a ruling that 
may require renewal. 
 
The fact that the Irish rate is EU approved and is supported by a political 
consensus that has survived over 40 years provides a high level of comfort when 
planning longer-term investment 
 
Maximizing Profit in Ireland 

 
Given the low rate of tax on corporate profits in Ireland it is not surprising that 
multinational corporations (MNCs) seek to maximize the profit arising in Ireland. 
Some of the structures used to facilitate the location of profit in Ireland include: 

 
• Where the MNC uses contract or consignment manufactures, making Ireland 

the principal in the relationship with the contract or consignment manufacturer 
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• Where the MNC organizes its sales in Europe through commissionaires or 
limited risk distributors, to make Ireland the principal in the relationship with the 
sales agents 

 
• Locating R&D activity to avail of the 0% tax rate on patent income 
 
• Making Ireland an owner or part owner of the IP of the business, possibly 

through cost sharing agreements with the parent 
 

Tax Residency 
 
Companies, regardless of their place of incorporation, are Irish tax-resident if they 
are managed and controlled in Ireland. However, Irish incorporated companies are 
treated 
as being Irish tax-resident unless: 
 
 
• the company or a related company carries on a trade in Ireland, and either 

the company is ultimately controlled by persons resident in EU Member 
States or in countries with which Ireland has a Tax Treaty, or the company or 
a related company is quoted companies; 
 

            or 
 

• the company is regarded as not resident in Ireland under a Double Tax 
Treaty; 

 
It is not necessary that a company be tax resident in Ireland to avail of the 12.5% 
rate of Corporation Tax. Where a company is tax resident in Ireland it has full 
access to Ireland’s network of tax treaties. Ireland has Double Taxation Treaties in 
place with 40 countries 

 
 

Dividend Withholding Tax 
 
Dividend Withholding Tax applies at a rate of 20% to dividends and distributions 
made by Irish resident companies. However, very generous exemptions will apply 
to dividends and distribution to certain shareholders including: 
 
• Irish resident companies; 
• Shareholders resident in EU Member States or Tax Treaty countries. 
• Shareholder companies controlled by residents of EU Member States or Tax 

Treaty countries. 
• Shareholder companies, whose shares are regularly traded on a recognized 

stock exchange in an EU Member State or Tax Treaty country. 
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Other Tax Advantages of Investing at Shannon 
 
• There are no “controlled foreign corporation” rules for foreign subsidiaries of 

Irish resident companies. 
• Ireland does not have any “thin capitalization” rules. 

• There is currently very limited transfer pricing legislation in Ireland. 
• Start-up losses may be carried forward. 
• Ireland currently taxes capital gains (inflation adjusted) at the very 

competitive rate of 20%. 
• With some limited exceptions, non-resident shareholders are generally not 

liable to Irish Capital Gains Tax on the disposal of an interest in an Irish 
company. 

• Recharges for management time should be tax-deductible provided they are 
calculated on an arm’s-length basis and suitable supporting documentation is 
maintained. 

• A tax deduction is available for interest expenses incurred in acquiring shares 
in subsidiaries. 

• Ireland offers extensive unilateral credit relief for foreign dividends received; 
• Ireland operates a business friendly self-assessment tax system. 

 
 
Employment taxes 
 
• Significant planning opportunities exist for expatriates on temporary 

secondment to Ireland. In addition planning opportunities are available to Irish 
individuals posted abroad. 

• In certain circumstances expatriate employees can apply to remain on their 
“home-country’s” social security system. Such a system exists between 
Ireland and Canada. 
 

 
Value Added Tax/Capital taxes 
 
• Value Added Tax (VAT) charges on locally provided goods/ services and 

imports of goods can be avoided if at least 75% of the products manufactured 
are for export - the so-called “13A exemption”. This typically provides a cash 
flow benefit. 
 

• Depending on the specific activities undertaken in Ireland there may be VAT, 
Stamp duty, or Capital duty planning ideas, which can reduce these taxes. This 
should be explored further when deciding on the investment structure and 
proposed business; 
 

• Companies using Ireland as a manufacturing base importing and re-exporting 
goods to outside the E.U. may be eligible for relief from payment of customs 
duty.  
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• Patent income exemption.  
 
Companies resident in Ireland are exempt from tax on certain patent royalties 
for inventions developed in Ireland.  This exemption also applies to certain 
dividends paid out of exempt patent royalty income.  If patents may result from 
any technology being developed within a group structure it might be worth 
considering locating the development activity in Ireland and then licensing the 
technology to the user companies in higher tax countries. In this way the 
royalty income received by the Irish company can be tax exempt availing of the 
tax exemption in Ireland and the user companies can get the benefit of a tax 
deductible expense for the royalties paid to Ireland by the assoc exemption 
from tax known as Patent Income Exemption.   

 
 
 

• Grants Incentives. 
 

 A number of grants are available for eligible projects, including:- 
 
§ capital grants,  
§ employment grants 
§ training grants 
§ R&D grants 

 
 

• Capital grants are available towards the provisions of fixed assets and 
equipment where the operation is likely to result in employment.  In general, 
capital grants are not repayable by the investing company if the project 
proceeds in line with its business plan. 
 

• Employment grants are specifically geared towards businesses, which do 
not have large fixed assets or equipment requirements e.g., software 
development.  One half of the grant is usually paid when a job is created 
and the other half a year later. 

 
• Training grants are available towards the costs of major training initiatives. 
 
• Research and development capability grants are available for any 

substantial development or expansion of an R&D facility.  Grants may be 
given in respect of feasibility studies, consultancy fees, premises, plant and 
equipment. 
 

 
 The main criteria to determine the availability of grant incentives include:- 

 
• likely employment levels; 
• long-term stability of the industry concerned; 
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• suitability of the project to Ireland’s long term industrial policy. 
 

A detailed proposal in the form of a business plan must be submitted in support 
of any application for grant incentives. 
 
 

Areas of Interest 
 
Areas of activity which we feel are particularly suited to Shannon and which we are 
interested in include:- 
 

Software According to the OECD 2000, Ireland is the largest exporter of software 
goods in the world. The USA and Ireland are by far the main exporting 
countries, accounting for almost two-thirds of OECD exports of software 
goods in 1998.  

There are currently 840 software companies employing over 30,000 people 
in Ireland. The top ten independent software companies in the world have 
significant operations there. Shannon companies include Veritas, Mentor 
Graphics, Centrinity and Intel.  
 
A broad range of activities including core software development, eLearning, 
product customization, software testing and fulfillment. Software 
development has a range of applications in mobile communications, 
electronics, engineering, enterprise resource planning, database 
management, B2B solutions software, banking, insurance solutions and 
internet security systems. 

 
Medical Devices Ireland is the preferred location for three out of four greenfield medical 

device projects locating in Europe. 

The sub-sectors of the medical device industry in Ireland are: 

• medical equipment  
• disposable and support products  
• interventional products  
• orthopaedics and implants  
• vision, dental and hearing products.  

Shannon companies include Becton Dickinson, Menarini Pharmaceuticals, 
Schwarz Pharma and Bristol Myers Squibb.  

Aerospace In the aerospace sector, leading international companies include Lufthansa 
Technik, which is involved in jet engine maintenance. Shannon Aerospace, 
(a joint venture by Lufthansa and Swissair), and UPS Airlines have 
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separately established aircraft maintenance and overhaul and operations 
employing over 1,000 people at Shannon.  

Component overhaul firms who have chosen Shannon include Hamilton 
Sunstrand and SPS Technologies.  

Ireland produces over 34,000 graduates every year and on average over 
30% graduate with some third level engineering/technology qualification. 
Combined with competitive packages of grant aid, strong alliances between 
the engineering sector and third level institutions, make Ireland an ideal 
choice as a location for business expansion 

Customer 
Support & 
Teleservices 

Ireland has emerged as a leader in the field of pan-European call centres. 
In that time over 60 companies employing 12,000 people have chosen 
Ireland as the base for their new European call centre.  These multilingual 
centres provide services to clients across Europe and around the world 24 
hours a day, 365 days a year. The main functions carried out by these 
centres are: sales, technical and customer support for computer and 
system hardware and software, reservations and customer care for airlines, 
hotels and other accommodation services.  Companies at Shannon include 
GE Capital, The Halifax/Bank of Scotland, Sykes McQueen, Enterasys 
Networks and Cable & Wireless.  
 
Companies engaged in product fulfillment and distribution activities include 
Ingersoll Rand (Thermo King Corporation), Gymboree, Attachmate and 
DHL.  

 
Engineering, 
Electronics & ICT 

Ireland is one of the most attractive locations for investment in information 
and communications technology. Over 300 overseas ICT companies 
develop, market and manufacture a wide range of leading edge products in 
Ireland. Overseas ICT companies employ 55,000 in Ireland. In 2000, their 
exports exceeded €23 billion, an increase of 31.5% on the previous year.  
Shannon companies include Avocent, Molex, De Beer Diamonds, RSA 
Security and Tyco.  

 
Financial 
Services 

Financial Services 
 
It will be possible to obtain the benefit of the new low tax rate all types of 
financial services including: 

• Asset financing 
• Insurance & re-insurance 
• Treasury management  
• Group finance 
• Fund administration 

 
GE Capital, Nelvana, Alliance International Re-leasing, AON Insurance 
Managers, and Investec Financial Services have all located financial 
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service operations at Shannon. 

 
Intellectual 
Property 
Exploitation 

 
The 12.5% rate should apply to the exploitation of intellectual property, 
where some substance is attached to the activity. Some examples of IP 
activity that could qualify for the low rate of tax include: 
 

• Location of a software source code in Ireland and licensing to users 
worldwide  

• Locating the intellectual property rights of a multinational group in 
Ireland and exploiting the rights by way of an active licensing 
programme. 

• In a contract manufacturing activity, holding the intellectual property 
rights for the manufacturing activity in Ireland.   

• Linking the intellectual property rights activity with e-business.  For 
example, placing the server and server management activities in 
Ireland together with the intellectual property rights associated with 
the server based business activity.  

• Locating the publishing and recording rights of a 
songwriter/performer in Ireland.  

 
 

Headquarters & 
Shared Service 
Activities 

 
Under the 12.5% regime, it will be possible to generate significant Group 
tax charge reductions through the location of Headquarter Activities and 
Shared Services functions in Ireland. The type of activities and functions 
that could be located in the Shannon region include: 
 

• Financial Administration 
• Logistics 
• Information Technology 
• Personnel Administration 
• Sales & Marketing 
• Real Estate Management 
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Further information:- 

Shannon Development Contacts: 

Patrick Clune 
Vice President 
Shannon Development  
345 Park Avenue – 17th Floor 
New York NY 10154 
Telephone 212 371 5550 
Fax 212 308 1485 
Email – clunep@shannondev.ie 
 
 
Karl Mellon 
Vice President 
Shannon Development 
Suite 345 Fairmont Plaza 
50 West San Fernando St 
San Jose CA 95113 
Telephone 408 294 9083 
Fax  404 294 8226  
Email karlmellon@aol.com  
 
Web Site: www.shannonireland.com  
 

 
 
 
 
 
 
 
 
 
 

 


