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Abstract

Foreign Direct Investment (FDI) represents a magarrce of employment and finance to
Ireland, with flows in excess of US$ 26billion inth 2009 and 2010 into the country, the
majority of which came from U.S. companies. Equdligland has become an important
location for American firms looking to locate optoas overseas, with the stock of such
investments in the country estimated at over $18i0rbin 2009, which is more than the
value of American investments into Brazil, Russiajdrand China combined. By 2012, all
this investment resulted in over 500 U.S. ownedmames operating within the State
providing jobs to 100,000 people. What are thedi@acéncouraging such levels of investment
into a peripheral European nation? Is it all adoelaind’s corporate tax rate? What, if any
role is played by factors such as cultural tieshared language and government policy in
attracting American investors? This paper revidwvesliterature and carries out research to
determine the factors influencing the FDI decisioh).S. Multi-National Corporations to
determine if they are all purely profit driven ohe&ther any ‘soft factors’ work in Ireland’s

favour when courting American investors.
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1. Background & Introduction

Of the fourteen reasons why Intel originally investeIreland, only one still

remains; a low corporate tax rate.

Comments reportedly made by Craig R. Barrett, former@.Etel Corporation,

at the Global Irish Economic Forum 2009 (Cooper, 200

1.1 Introduction

This research has been primarily undertaken bydtieor out of personal interest in the
topic. Having worked in a number of U.S. Multi-Natal Corporations based in Ireland and
witnessed the effects their presence has had arothdry’s economy, this author has long
been interested in the motivations behind the mi@sef many of the leading American firms

in the small nation that is the Irish State.

In conducting research for this dissertation itdmee apparent that until recently, very little
work has been carried out to determine the fa¢hasinfluence the investment decisions of
American corporations with regard to their presendeeland. It is hoped that this paper will

go some way to expanding the area.



1.2 Background

Foreign Direct Investment (FDI) is defined by theitdd Nations Conference on Trade and
Development (UNCTAD) as “an investment made bysident of one economy in another

economy, and it is of a long-term nature or oftitag interest’”, where the investor retains a

significant degree of influence’ on the manageitneithe enterprise” (UNCTAD, 2009,

p.35).

Global Foreign Direct Investment flows into Irelatiaring both 2009 and 2010 exceeded
US$ 26 billion in each year (UNCTAD, 2011 a, p.4uridg 2010, despite a 17.5% decline in
investment by American firms during the first 3 gees (Hamilton & Quinlan, 2011, p.vii),
inward FDI by these organisations sustained 99;G72, representing 71.8% of all IDA
Ireland supported employment (IDA Ireland, 20116). To place that in perspective; 1 job
in every 18 within the Irish workforce is createdaadirect result of IDA Ireland supported

investment by a U.S. company (Central Statisticsc®ff2011 a).

By the end of 2009, the value of investments ifatrd by U.S. companies stood at over US$
190 billion. That equated to 9% of the total inmesht by American corporations into Europe
and 5% of their total global positions (Ibarra-Cat®@10). This figure places the total

investment by U.S. firms in Ireland at more thaat tmade by American companies in Brazil,

Russia, India and China combined (Hamilton & Quin20i.1, p.vii).



1.3 Objectives

It is clear from these figures that Ireland is muportant or at least an attractive location to
U.S. Multi-National Corporations (MNC's) as a hostimivy for Foreign Direct Investment,
just as these organisations are an important pénedrish economy. The objective of the
paper is to gain an insight into the attitudes & .WMulti-National Corporations towards

Ireland as a location for their investments.

As part of that, the research will explore the dasthat influence such decisions.



2. Literature Review

2.1. Introduction

Given the recent nature of the area under invegiigaonly a small body of work exists
exploring the topic. There has been much publigbedsing on the factors influencing the
selection of host countries by MNC's for inward istveent globally and additional works
reviewing the impact of FDI into Ireland on thedeconomy. However, investigation of the
factors influencing U.S. companies and their algttowards the State as an investment

location is limited.

Gunnigal & McGuire (2000), while focusing on labassues in Ireland and how they
affected U.S. FDI, discovered that some 'soft f&tuch as cultural identity and language

contributed positively to the investment decision.

Examining the decade between 1997 and 2007 tordetethe factors that attracted foreign
investment into Ireland Kamilya & Anh Nguyen (20@nducted a review of the work to
date. They found that government and State agesiayyirection have been significant

determinants in the selection of Ireland by manyganies.



Reviewing the determinants of U.S. outward FDI faslfiANational Enterprises (MNES),
Yeaple (2003) building upon the knowledge-capitatel of Carr, Markusen & Maskus
(2001), found, that “In industries with high skdi¢abor intensities, U.S. MNEs favour
skilled-labor abundant countries over skilled-laboarce countries, whereas in sectors with
low skilled-labor intensities U.S. MNEs favor sksitarce countries over skill-abundant

countries” (Yeaple, 2003, p.727).

In order to understand the factors influencingkbe decisions of U.S. Multi-National
Corporations and the attraction of Ireland to th#ma,review will explore the broader
phenomenon of Foreign Direct Investment and alsdtktory of investment into the Irish

State.

2.2. History of Foreign Investment into Ireland

In an article reviewing the history of enterpris#igy in Ireland, O’Gorman and Cooney
(2007) state that the development of industriatstyy in Ireland from the 1960’s had been
focused on “promoting export-led growth in Irishma&cturing through various incentives
and of encouraging foreign companies to establishufacturing plants in Ireland, producing
specifically for export markets” (O’Gorman and Copn2007, p.1). In fact, the roots of this
policy can be tracked back to before the 1960’swaitidl them, so too are the foundations for

the modern strategy of attracting FDI into the &tat



O’Mahony & Barry (2005) in attempting to review tata available on the value of U.S.
FDI flows into Ireland note the inconsistenciesthbaver time and between agencies, in what
is included in the calculation of the investmenaking an accurate comparison over time

difficult.

2.2.1. Investment from 1920 to 1949

The initial sources of FDI into the newly indepentiish State were mostly by way of
'tariff jumping' by British companies wishing to Isileir products in Ireland to exploit the
higher profit margins created in the Irish marketsside effect of the government’s
increasing levels of protectionist levies (Barr@12, p.2, citing Girvin, 1989). However, the
initial growth in economic activity in the first dade of independence was quickly reversed
with the election of Fianna Fail in 1932 and thbsmquent passing into law of The Control
of Manufacturing Acts of 1932 and '34. These restd foreign ownership of industries in
the Irish Free State, thus paving the way for g@reatels of protectionism and the Anglo-
Irish Trade War of the 1930’s, as outlined by Nefr® Grada (1991). In the article they
note that even before the change of governmenttite was far from being an open
economy, levying almost 80 categories of tarifl#81 which extended to almost 290 by
1936, resulting in a fivefold increase in tariffsddevies during the period (Neary & O

Grada, 1991, p.254).



In 1949 the Industrial Development Authority watabished under the then Department of
Industry and Commerce and was initially tasked gitbwing indigenous exports. Later the
role of the agency was widened to support bothl laed foreign companies with a

manufacturing base in the State that would expeit products (Donnelly & Hogan, 2011,

p.9).

2.2.2. Investment from 1950 to 1979

The 1950's brought an increasing awareness indoskrnment circles of the untapped
potential that U.S. investment into the State (iBlrry, 2011). In 1950 the country attracted
USS$ 5 million from the total US$ 1.72 billion of Aerican investment into Europe (Barry,
2011, p.10). Barry suggests that the key event émiog up the Irish economy to FDI came
in 1956 with the introduction of Export Profits TRelief and a reduction in the restrictions
on foreign ownership of firms in the State. Thegramghlights that the move was not
universally supported, detailing opposition fronitbpoliticians and local business groups.
The author points to the liberalisation of the exait landscape, as many of the restriction
brought about by both the Control of Manufacturingsfwere relaxed by 1958. However,

the Acts were not fully repealed until 1968.

The shift in Irish economic focus during the 19888 ‘60s from a protectionist stance to an
outward looking one and the associated drive featgr inward FDI is documented by Berry
and Bradley (1997). They note that during the teary from 1960 to ‘69 agriculture, which

had been the main export of the State since indEp®e, was surpassed in the number one



position by manufacturing, a change that echo’sitbge between stages 3 and 4,

‘agriculture’ and ‘commerce’, of Adam Smith’s fostages of history.

The 1970’s with the signing of the Anglo-Irish FiBede Agreement and membership of the
European Economic Community further opened up tbe@uy to trade and investment

(Berry, 2001).

McAleese (1972, p.64) found that during the pebetiveen the end of the Second World
War and the start of the 1970's, in all but tworgeleland experienced a net positive inflow

of investment capital.

Estimating the number of inward investments in&ddnd, Barry (2006) calculates that
between 1955 and '59 a total of 30 new FDI openatiwere established in the State, 5 of
which were U.S. owned. The next 10 years saw &ad®02 investments including 47
backed from the U.S. According to the paper, dutirefirst three years of the 1970’s 168

new investments were made with 55 of those by baSed organisations (Barry, 2006, p.4).

2.2.3. Investment from 1980 to 1999

The 1980’s witnessed a number of significant evédrasopened the State to further FDI
(O’Gorman & Cooney, 2007, p.9). The establishmernhefinternational Financial Services

Centre (IFSC) in Dublin’'s Docklands area under Thehkcial Services Act 1987 created



incentives for financial institutions to locate og&ons in the city. The first of the Social
Partnership agreements, The Programme for NatReeabvery (PNR), brought about a
stable industrial relations environment. The PN akst out a number of macroeconomic
targets for government aimed at improving the fiposition of the State. These included a
commitment to the Exchange Rate Mechanism, thedorar to the Euro (Department of the
Taoiseach, 1987) and keeping borrowing betweend«/ &6 of Gross National Product
(GNP) along with steps to reduce the national debich stood at 150% of GNP. By
comparison, in 2010, estimates by the State’s ahaniagement agency, the National
Treasury Management Agency (NTMA), place debt leatl€ 148.1billion (National
Treasury Management Agency, 2011) while the Cetiaistics Office report GNP for the
year stood at € 128.2 billion (Central Statistid§d®, 2011 b), placing the 2010 debt to GNP
ratio at 115%. The debt figure does not includedtbiggations the State has undertaken on
behalf of the Irish headquartered banks (Coffey220ksulting in some commentators

suggesting a significantly higher ratio for 2010wer 400% (Landon, 2011).

Barry (2006) highlights the outlawing within the Bpean single market area of restrictive
public procurement practices in the 1980’s as af&etpr in boosting investment into

Ireland. The paper suggests that prior to the lbager states had exerted influence over FDI
decisions by, as Barry states, “suggesting” thadmigations seeking to win government
tenders may be blacklisted from such contractseyfocated in Ireland rather than in the
country issuing the tender (Barry, 2006, p.13). S&me author later notes that airline
deregulation in the middle of the decade (Barry,7Z2@0199) and investment by the Irish
State telecoms firm Telecom Eireann, to create waatthen one of the most advanced

digital telecommunication infrastructures in Eurppeth contributed to making the country



more accessible to the outside world and so maracéte for investment (Barry, 2007,

p.203).

Commenting on the development of IDA Ireland, Dohng010) describes how in the
1980's the strategy adopted by the Industrial Dgpraknt Authority to meet its job creation
targets was, at the time, promoting FDI over tHéwation of indigenous industries. As a
result, in 1994 the government reorganised thesimvent agency, giving the role of the
Industrial Development Authority to a new body FEafwhich gained an overarching policy
and legal remit for job creation and two suborderegencies; Forbairt, later Enterprise
Ireland, to promote indigenous industry and IDAdnel tasked with attracting and

supporting FDI (Donnelly, 2010, p.2).

Buckley & Ruane (2006) detail how during this perigdyernment agencies set out a
strategy based around attracting investment framKey market segments; microprocessors,
software, printers and other computer productsa Assult, two of the global information
technology (IT) industry leaders set up operatiariseland; Microsoft in 1985 (Microsoft
Corporation, n.d.) and Intel in ‘89 (Intel Corpoaatj n.d.), both becoming flagship projects
for the State, leading to subsequent investmeiotigr major firms within the IT sector

during the 1990’'s (Buckley & Ruane, 2006, p.11).

Following on from the success of focusing investhstrategy on the IT sector, in 1992 the
Irish Government established the Industrial PoReyview Group which “recommended the

promotion of industrial clusters focused on nicbesational competitive advantage”

-10-



(Department of Enterprise, Trade and Employmer820.7). As a result, the State targeted
FDI in three sectors, Information Communicationshregogy (ICT),
Biotechnology/Pharmaceuticals (Life Sciences) ameriationally Traded Services,

primarily in the financial sector (see Figure 1).

The mid 1990’s witnessed a rapid increase in bdi? @nd overall employment. Murphy
(2000) details how GNP growth remained above 6%ypar from 1994 through to the end of
the decade, with employment increasing at an amatelabove 3% during the same period

(Murphy, 2000, p.5).

The effect of all of these actions, as noted by B&006) was that employment within
foreign owned firms operating within the State eased by 50% between 1987 and 2000

(Barry, 2006, p.13).

2.2.4. Investment from 2000 to 2011

Brennan & Verma (2010) in reviewing recent FDI tremato Ireland state that the stock of
FDI in the State grew by 50% in the 10 years frd@, rising from US$ 127 billion at the
start of the decade to US$ 193 billion in 2009. idwer, during the decade, FDI flows turned

negative for four years, indicating investment lagwhe country (Table 1).

-11-



As the stock of investment continued to increasd,with it, overall levels of employment,
wage pressures started to exert themselves irctromy. As a result, much of the labour
market competitiveness that had previously attthicteestment was eroded during the early

part of the decade (Bergan et al, 2009, p.5).

The external and internal factors that led to #@emic collapse within Ireland in the
second half of the decade are well documentedr Rriis appointment as Governor of the
Central Bank of Ireland, Honohan (2009) summarishy the State was left in a weak
position to deal with the global recession as “mégyrown banking crisis, a trend loss in
wage competitiveness that had been underway sb@@ &nd a tax structure whose yield was
far too heavily dependent on a continuation ofitbem”, also citing “hubris formed during

the years of solid growth (before 2000)” as a fa@ittonohan, 2009, p.2).

The 2011 Survey of MNCs in Ireland (Condon & O'Tod8,11) reveals that 44% of all
companies polled categorised their activities aspietely services, with 34% identifying
themselves as purely manufacturing (Condon & O'Topld 1, p.9). 52% of respondents
indicated their cost base in Ireland was increasintp 20% seeing a reduction, labour and
energy costs being seen as more expensive in dte tBan elsewhere (Condon & O'Toole,

2011, p.15).

-12-



According to IDA Ireland figures, at the end of 20there were 515 U.S. firms operating in
the State, (IDA Ireland, 2012 b, p.18) while durthg same year over 50 American firms had

made or announced investments in the country (I2Ruhd, 2011 b).

Decade | 1970s 1980s 1990s 2000s 2010s

Table 1 Total Net FDI flows into Ireland in millions at current U.S. dollar rates (UNCTAD, 2011 b).

-13-



2.3. Factors Affecting FDI Decisions

There has been a significant body of work explothegdiverse reasons cited for the location

choices of companies wishing to invest outsidertheme country.

Moving beyond the view of classical economists t&1gf1990) claims that the attraction a
country holds for FDI is not just the sum of itstla endowments, but rather what it can
create through innovation and upgrade. He stal@ffetences in national values, culture,
economic structures, institutions, and historiésa@tribute to competitive success” (Porter,
1990, p.74). This paper will seek to determindis is the case with regard to American

investment into Ireland.

Dunning (2001), writing about his earlier work & ttopic, the OLI or Eclectic Theory,
which attempts to define a framework to analyse &€xdisions, sums up the issues facing
any effort to generalise the factors behind congoiraszestments by saying, “I have frequently
asserted that no single theory can be expecteatisdectorily encompass all kinds of foreign-
owned value-added activity simply because the ratibns for, and expectations from, such

production vary a great deal” (Dunning, 2001, p)176

In reviewing the work available, Blonigen (2005)te®the extent of the existing canon and
points to a focus on macroeconomic factors, sut¢bxas, exchange rates, legal institutions
and tariffs in the research. The paper critiquestiexg models that attempt to explain FDI

movements concluding, “In the final analysis, thepéical literature on determinants of FDI

-14-



is still young enough that most hypotheses areugtifor grabs. [...] However, as this survey
of the literature reveals, the issues are comgcanough that broad general hypotheses
such as taxes generally discourage FDI simply shoot be expected once one takes a closer

look” (Blonigen, 2005, p.398).

As noted by Bandelj (2001), much of the work onfémors driving FDI is “premised on the
rational choice thesis” (Babdelj, 2001, p.1), tlsathe assumption that investors will locate
in the country that maximises their profit. Quaatie variables such as labour laws, taxes,
economic and political structures, market sizelabdur availability amongst others can be

factors in the consideration.

In a wide ranging paper for the Economic and SdRedearch Institute on the topic of
“Industrial Strategy and Business Planning in Irdfathat cites theories from Porter, Kotler
and Vernon, amongst others, Bradley (2001) conclutiesk plays a large part in industrial
strategy. The expected external conditions neenledgport success do not always
conveniently arrive, and their absence may frustothierwise admirable policy initiatives”

(Bradley, 2001, p.32).
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The effect that chance can have on the investneisidn was highlighted during an
informal interview with Chief Executive Officer ‘ZDuring the session he stated that his
organisation had intended to open a European Heaidgs in the Netherlands. However,
following a chance meeting with an individual irs Isector who suggested Ireland as a
location, the firm reviewed its decision and opetiemdr European office in Dublin (CEO ‘Z’,

2011).

2.3.1. Taxation

Ireland's low corporate tax rate is “the unique aesisential foundation stone of

Ireland’s foreign investment boom”.

Padraic White, former chief executive, IDA IrelafMcSharry & White (2000)

cited in Barry (2011, p.1)).

Ireland levies a Standard Corporate Tax rate of%h2b profits generated from trading
income (Revenue Commissioners, n.d. a). Recent corarfrent some Eurozone leaders
suggest that the aid being offered to the Stateguihe economic recession should be, in
some way, tied to an increase in this rate (Sé&Mac Cormaic, 2010) or an acceptance of a
Common Consolidated Corporate Tax Base (C.C.C.T.B.) (Earmemmission, n.d.)

across the entire E.U. block (Stearns, 2011). Gikierperceived importance of the tax rate in
attracting investment, this option has been ropusiected from the highest levels of the

Irish government (Beesley, 2011).
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Work by consulting group PricewaterhouseCoopers (Rand)ehalf of the World Bank
highlighted that Ireland's 'profits tax' rate wasuand the European average level and higher
than that of other European Union (E.U.) countimetuding France, the Czech Republic,
Cyprus or Luxembourg. The paper also shows thitridés Total Tax Rate (T.T.R.), that is
the overall burden including profit, labour andetkevies on a corporation operating within

the country, at 26.5% stood at the third loweghaE.U. (PwC, 2011, p.31).

Not only is the prevailing tax rate a potentialtéaan FDI decisions, but so too are efficient
tax arrangements between the tax authorities dfatfget country and the home nation of the
investing organisation in order to avoid any doubbation (de Mooij & Ederveen, 2003,
p.675). The article concludes that once effectivarajements are in place, their exact nature
is not a significant factor and that when assessiagmpact of tax on FDI decisions, it is the

effective or average rate, rather than the heafiljuee that is the determinant.

A tax treaty exists between Ireland and the UnBtates of America that eliminates the risk

of double taxation (Revenue Commissioners, n.d. b).

A further potential factor, especially for U.S. h@eology companies and those with
intellectual property (I.P.) rights, is the taxphng arrangement known as The Double Irish.
The scheme takes advantage of lax Irish legislatidhe area of transfer pricing, and in
essence requires that the U.S. corporation seisaipnits, both registered in Ireland, with

one managed from a low tax jurisdiction and theeothanaged within the State. These two
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sub-entities then transfer rights to use the Idwben each other for a fee (Darby &
Lemaster, 2007). It is believed that a number &.Wirms located in Ireland have availed of

this arrangement to achieve significant tax sav{i&attery, 2010).

In a 2011 interview given to a CBS television '60 Mi@s’ documentary reviewing U.S.
companies relocating functions outside Americaviailaf lower tax rates, John Chambers,
CEO of Cisco acknowledged that the company had sigtgidiaries in Ireland saying, “we
do what makes sense to the shareholders, we g@\iere are incentives in countries that
say we want you here, we’re going to give you tdwaatages, we want you to add jobs here

etcetera” (Stahl, 2011).

2.3.2. Political, Requlatory and Legal Environment

In reviewing the role played by a national regufgtenvironment in attracting FDI, Smith-
Hillman & Omar (2005) state that the importancehaf regime is evident by virtue of the
number of pro-FDI changes made internationallymythe 1990’s, which they estimate at
over 1,000. The paper notes that even with theeaging number of bi-lateral trade
agreements protecting MNC'’s in their overseas imaests, the key risk businesses face is to

their amassed profits that reside in any particuiasdiction.

Reviewing the effect that the cost of contract ertéarent had on FDI flows into developing
nations, Ahlquist & Prakash (2010) concluded tlatrdries with lower enforcement costs

attracted more FDI, but note that given the delelkeof the countries in their survey group
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MNC’s may be able to exert influence on governmémtsake legal changes in their favour

(Ahlquist & Prakash, 2010, p.195).

Guimon (2008), writing on government strategieattoact FDI, states that legal enforcement
of Intellectual Property (I.P.) rights are key taracting investment. However, Adams (2010)
concluded that I.P. rights protection was not sroiwn a determinant of FDI, but part of a

basket of factors that influenced investment denssi

Whether the paying of bribes within a country affeoward FDI flows is a topic of some
debate with differentiation required as to whethergiving of gifts is a cultural norm and if
the payment in question is a corruption of theeaysbr not. Al-Sadig (2009) found that
where corruption is the case, there is direct aghtive correlation with inflows of FDI i.e.

an increase in the level of corruption in the hemaitntry leads to a decrease in FDI. However,
Kendell & Zhou (2008) concluded that under certalnoumstances, the ability to avail of a

corrupt environment in the host country could haymsitive effect on FDI flows.

Kim (2010), testing earlier hypotheses, found thiale countries with low levels of
corruption and greater levels of political freedgemerated more FDI outflows, the opposite
was true of states receiving inward FDI. Accordioghe paper, nations with higher levels of
corruption and fewer political freedoms receivedager amounts of investment, concluding,
“FDI inward performance is positively correlatedhvihe corruption level of government

and negatively correlated with the level of demogtdKim, 2010, p.64).
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2.3.3. Currency Stability

In describing a model to explain the risk factorffuiencing FDI, Palacios & Griffin (2011),
highlight currency risk as having a correlatior-l inflows within their subject group. The
reasons stated in the paper are that such ristesradower value of the host country
currency leading to a pool of “comparatively chedpbor” for the investing organisation

(Palacios & Griffin, 2011,p.18).

Globerman & Shapiro (2003) found that appreciatodepreciation of a host country
currency did not relate to the level of FDI in grsficant manner, but that having exchange
rate predictability between the home country ofi¢C and host country of the investment

did contribute positively (Globerman & Shapiro, 200.37).

2.3.4. Workforce, Education & Demographics

From an economic perspective, one of the four famolowments of a country is its labour
force. As noted by Riedl (2010), beyond the pumosyment nature of the size of a nation’s
workforce, proximity to end markets and speciaiesa within the country (see Industry

Clustering below) may play a role in attracting KRledl, 2010, p.745).
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The effect of labour market flexibility on attraog inward FDI was examined by Floyd
(2003), who reviewed the position of the United ¢gdom. The article took into account
factors such as trade union power, minimum waggsl&ion, scope for individual workers
to operate beyond the hours of a mandated maximarrk week as well as labour skills and
specialisation. Floyd concluded that the U.K. solabmarket is flexible and as a result the

country is an attractive location for foreign intrasnt.

Shatz (2003) found that U.S. corporations were rikedy to invest in foreign countries that
had higher standards of education, even thoughedeitated workforces lead to higher unit
labour costs. The paper concludes that “The pregramde of FDI seeks educated labour”
(Shatz, 2003, p.144). This backed up earlier rebday Fung et al (2000) that reviewed
inward FDI into China, finding that, “The FDI fronoth U.S. and Japan are significantly
influenced by labor quality, whereas the stronguigrice is generally not found in the other

nations’ FDI” (Fung et al, 2000, p.33).

2.3.5. Cost Base

“Unlike in the 1980s and 1990s, Ireland is no largéw-cost location. This was
starkly demonstrated in early 2009 with the decisig Dell to close its
manufacturing operations in Ireland while retainitsghigher value functions”

(Brennan & Verma, 2010, p.3).
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Barrell & Pain (1996), reviewing FDI decisions of WNC'’s during the 1970’s and 80’s
concluded that factor costs such as labour andatédpre important determinants” in

investment decisions (Barrell & Pain, 1996, p.206).

Comparing E.U. regions, Anastassopoulos (2007) sribtet how the costs and
competitiveness of a nation are measured for patdfiD| will vary depending on the

organisation’s motivations for making the investim@mastassopoulos, 2007, p.43).

Government incentives can affect the overall cofaating in a particular country. Morisset
& Pirnia (1999), reviewing previous work, concludéat such incentives are not the driving
factor in FDI location choices and could not makear deficiencies in the overall

investment environment.

2.3.6. National Characteristics

Bhardwaj, Dietz & Beamish (2007), argue that higrels of trust along with lower levels of
uncertainty avoidance; reflecting a culture’s loweguirement for strict rules and
direction/supervision, both play a significant facin attracting FDI. Their figures showed
Ireland with a relatively low uncertainty avoidarsmore of 35/100, joint 4th lowest in their
survey group of 43 nations and having a trust gatiid7.37/100, ranking™7highest of the

group (Bhardwaj, Dietz & Beamish, 2007, p.37).
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In reviewing companies that had invested in NortHezland and Bahrain, Gilmore et al
(2003) found that the importance of cultural clessnbetween the home nation of the
investor and that of the target country could li@ctor in the investment decision, but that

this varied depending on the nationality of theesting party.

2.3.7. Industry Clustering

Work by Barry, Gorg & Strobl (2001), looked at tlaetors that may influence the
agglomeration, or coming together, of companies imtustry clusters in Ireland. In

particular, the paper considered the efficiencreslzenefits of companies locating near
others in the same or associated industries asawelhat they termed the “demonstration
effects” i.e. when an organisation establishesagarce in a particular location, it then sends
out a signal to others that the selected areg@wod place to do business. They suggest that
U.S. firms’ decision to locate in Ireland is infamed by both of the factors examined and that
the ability of the country to attract flagship pcis at the early stages of sectorial

development helps in attracting later investment.



Miscellaneous
Industry
4%

Metals &
Engineering
8%

Figure 1 Distribution of employment by sector in IDA Ireland supported industries, IDA Ireland (2011 g p.17).

It appears that the strategy employed by IDA Irélemattracting FDI into the country would,
based on the presence of investment by industdetsan each of the target sectors and
number of jobs supported by the organisations a eaea, indicate the agency is focused on
4 sectors (see Figure 1), and appears to correspitimthe approach outlined by Barry, Gérg

& Strobl (2001).

2.4. Investors view of Ireland

A 2011 survey, carried out by Améarach Research dalbef law firm Matheson Ormsby
Prentice, found that of the 250 U.S. organisatesised, 58% rated Ireland positively as a
place to do business, 30% had no strong view eitiagrand 12% were negative. Overall, the

split between whether respondents were likely tbaginess in Ireland or not was slightly
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tipped towards “unlikely” at 38%, with 32% likelyd the remainder returning a neither
likely nor unlikely response. The report concluttest; “business leaders of Irish America
maintain a very positive image of Ireland, bottabsolute and relative terms” (Améarach

Research, 2011).

A year earlier, the IBM 2010 Global Locations Trersdirvey (IBM Global Services, 2010),
ranked Ireland the number 1 location for Foreigrebti Investment, when weighted for

population size.

In compiling the 2011 Economic Freedom Index fa Enasier Institute, Gwartney, Lawson
& Hall (2011) ranked Ireland #5rom 141 countries. That places the State behind
Switzerland and E.U. members the U.K., Finlandy&kia, Denmark, Austria, Cyprus,
Hungary and Germany. The report notes that Irefarating has declined since 2005,
primarily as a result of the economic crisis resitng access to finance within the country

(Gwartney, Lawson & Hall, 2011,p.19).

Work by Lyons (2012) reviewed the factors and adiits influencing the FDI decisions of

315 individuals within 101 multinational companesch with a presence in Ireland.
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Amongst the findings were;

* 49% of respondents felt that “Ireland will see mmade export growth and inward

FDI” in the period up to 2014.

* 56% expressed the opinion that Ireland was “Skgimtbre expensive” to “Far more
expensive” for wages and salaries when comparethtr countries within which

they did business.

* 19% indicated that “the biggest risks or disadvgesaof doing business in Ireland”
were the “high cost of doing business”, while aler 17% cited “Poor transport and

physical infrastructure”.

* 56% classified “Ease of doing business” as “Vegn#icant” in influencing FDI
decisions, while a further 40% ranked it as “Somavgignificant” making it the
single highest ranking factor for that questiothie survey, just ahead of “Cost of
doing business” with 51% citing that as “Very siggant” and 44% as “Somewhat
significant”.

(Lyons, 2012).
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When Lyons asked “which competitive advantages tieésnd have to offer?”, “Access to

EU market” ranked highest (see Figure 2).

18.0% B Access to EU market

m Legal and fiscal stability
16.0%
B Competitive corporate tax rate regime

14.0% W Educated and skilled local work force

M Ease of doing business in general
12.0% +

m Access to skilled labour from across the EU

10.0% -
B Double taxation agreements with treaty countries

8.0% m Access to government

w Sector-specific tax incentives (eg, R&D Tax Credit)
6.0%

M Only English-speaking member of the euro zone

4.0%
: W Existing clusters (eg, R&D, technology, funds
administration)
2.0% m Strong IT and telecoms infrastructure
0.4%
Other
0.0%

Figure 2 Percentage replies to “which competitive dvantages does Ireland have to offer?” (Lyons, 2012)

Specifically addressing the investment decisiond.&. multinationals with regard to

Ireland, Quinlan (2011), suggests that while tlagmeears to be no single strategy adopted
across all American firms investing in Europe, thativation of the majority is to gain access
to the “continent’s massive and wealthy consumetketa(Quinlan, 2011, p.32), with most
then placing their production facilities in or obo® larger country markets. The author notes,
that in the case of Ireland, the majority of thépow from U.S. firm’s operating within the

State is directed towards exports (Quinlan, 20135
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Whatever the driving factors, net total FDI flowsa Ireland, measured in US Dollars at
current prices and rates, grew from US$ 32 milliod970, through US$ 286.45 million in
1980, US$ 621.91 million by 1990, US$ 25,779.44iamlin 2000, peaking in 2002 at US$
29,323.79 million, before experiencing net outfldvetween 2004-2008, then showing strong

growth again in the last two years of the decadéQUAD, 2011 b).

2.5. Summary

Ireland has attracted FDI in different forms sinodependence in the early 1920’s. The
targeting of foreign investment and in particutarastment from America became
government policy in the 1950’s. The implementatibistrategies in the 1980’s and 1990’s
to target growth sectors in what today would bevikméthe knowledge economy”, with
highly skilled jobs away from traditional manufagtiy and also in the internationally traded
services sector, led to a surge in investment asdltant jobs as U.S. firms established new

operations across the country.

The review also highlights the many factors thaticéluence the location of an overseas
investment. These factors will be included in thesiarch in order to determine which ones

are relevant to U.S. firms and to Ireland in thd BEcision making process.
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3. Research Methodology

“We can [...] define research as something that peoptiertake in order to find

out things in a systematic way, thereby increasiiegy knowledge.”

Saunders, Lewis & Thornhill (2009, p.5).

3.1. Introduction

The literature review highlights the complexity afidersity of factors influencing FDI
decision making. It also overviews how the Stdteyugh its inward investment agency (the
IDA and later IDA Ireland) actively sought to atttdoreign, and in particular U.S. firms to
invest in the country through a strategy of cregatirconducive business environment allied
to establishing clusters in the target industrielsife Sciences, Financial Services and

Information Communications Technology (ICT).

This author suggests that given the significanégtment by US firms into the State, the
strategy followed can be regarded as having hae suwocess. The purpose of this paper is to
investigate the following; In 2012, given the baltkp of economic and banking issues in the

U.S. and Ireland as well as the wider global ecanaatession, over the short to medium
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term how do US multinational corporations view &redl as a location for their overseas

investments?

In order to answer this, a number of approachesaasdciated tools are available. In this
chapter the author will expand upon the purpogb@paper to detail the research objectives
as well as describing the research methods avaitaid why those selected were chosen for

the task.

3.2 Research Aims & Objectives

As noted by Blonigen (2005, p.398), research intodéterminants of FDI is a young area.

The purpose of this paper is to gain an insightt the factors at play in the decision-making
within U.S. Multi-National Corporations with regatal their investment decisions in Ireland
and their view of the country as a location FDIowe short to medium term, from 2012 to

2015.

The research will attempt to discover what arekéhefactors at play and the relative levels

of influence each has on investment decisions.\ildri will include economic factors, such
as corporate tax levels & treaties, the cost ofigldiusiness, access to markets etc. alongside
‘soft factors’ such as culture, personal ties afisien makers to Ireland and U.S.-Irish

relationships.

-30-



The research is exploratory in nature, and as sadtypothesis is being put forward for
testing in the paper. The research will review foroad manner the factors influencing the

decision makers and their decisions surroundingl&€4tion into Ireland.

It has been suggested by Blonigen (2005) along eathmentary by Dunning (2001) and
Quinlan (2011), that no generalisations or “hard st rules” can be drawn in the broad
area of FDI. This author has found that while désting the topic of this paper socially, the
majority of individuals believe that Ireland’s lawerporate tax rate is the only reason U.S.
companies invest in the country. Unscientific as i, the position may not be entirely
without merit. Successive Irish governments haverdded the corporate tax rate in the face
of stiff E.U. demands for change. However, as patliby research carried out by PwC
(2011, p.31), Ireland does not have the loweststfe tax rate in the E.U. and the total tax
rate (TTR) is third lowest in the block. Therefooéher factors are likely to be at play in

attracting the volume of investment that the Stateives.

The main research questions the work will seeldtiress are as follows:

* What are the main factors influencing the FDI dedis of U.S. Multi-National
Corporations with regard to their choice of location
* How does Ireland rank with regard to these factors?

* How is Ireland viewed by such organisations ascatlon for investment in the short

to medium term?
* What, if any, effect do factors such as nation#tuee, Ireland-U.S. ties and personal

experience of those involved have on the FDI deof3i
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3.3. Methodology

Saunders, Lewis & Thornhill (2009) describe a mpdalled the ‘research onion’ that a
researcher can use to refine their methodologyidJgie model, researchers identify the
philosophy, approach, strategy, choice of methatk tiorizon and types of data collection

tools to use for their work.

Philosophies

Techniques and
procedures

Figure 3 The research ‘onion’ as described by Saundg Lewis & Thronhill (2009, p.108).

3.3.1. Philosophy

The philosophy adopted in any piece of researchbeiinfluenced by the nature of the
guestion being posed. Saunders, Lewis & ThorndDQ, p.108) describe how a question

seeking a measurable or ‘fact’ based answer wgllire the researcher to adopt view known
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as a positivist position, which will be differewt that taken by another seeking insight into

attitudes or feelings.

In addressing the difference between a positivisiubjectivist/anti-positivist approach,
Remenyi et al (1998), note that the end produdt@former is “the derivation of laws or
law-like generalisations similar to those produbgghysical and natural scientists”
(Remenyi et al, 1998, p.32), while the latter appho@aews each event as “a unique incident
in its own right” (Remenyi et al, 1998, p.32). Rssts focus on the gathering a statistical
data, or quantitative methods, whereas subjectitiggasitivists, working with phenomena
that cannot easily be measured rely on the reseaiterpreting observations and the role of

“social actors” in events.

McGovern, in outlining the rationale for the selentof a particular research philosophy
notes, “positivists state that the advantage ohtjizive methods is objectivity, due to the
distance maintained by the observer”, while thesargnt for an anti-positivist or subjective
approach include “its flexible nature” and “its emagis on discovering unanticipated

findings” (McGovern, 2009, p.59).

In order to determine whether ‘soft factors’, sashany previous experience or personal ties
of senior managers to Ireland act as influencéisardecision making, a position that allows
for the analysis of decision makers and influenesrssocial actors” within the process will
be adopted. If such items are factors then, in comwith earlier findings, it is possible that

no all-encompassing or definitive set of determgnionditions common to all investing
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organisations exists. If this is the case, therdémsion to invest in Ireland will be entirely
subjective to each business. Therefore, the redsedliceed to be conducted in an “anti-

positivist” way that can identify such individuadtors and unique circumstances.

However, one of the research objectives is to deter how Ireland ranks against other
nations as a location for FDI. This research qoastquires a positivist philosophy to be
adopted in order to collect measurable statisticsthen rank the country’s performance

against them.

As such this author adopted a pragmatic positicheéghilosophy of the research,

incorporating elements of both positivists (quanitie) and subjective (qualitative) positions.

3.3.2. Approach

Having identified their research philosophy, theearcher can then move to determine
whether they are testing the validity of a hypoihes theory, rather than investigating a
phenomenon in order to gain an understanding ®his then defines the research approach.
Saunders, Lewis & Thornhill (2009, p.124) desctifietwo options as being a Deductive
approach when testing a stated theory and an liwéumbhe when researching to gain an

understanding of a given phenomenon.
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Commenting on differences between the two approatt@s (2009) describes deductive as
a “top down” view, starting with a testable statet&nd drilling down in order to determine
if it is valid, while the inductive is more a “liotn up” view of the phenomenon, requiring
observation and the building of data (Horn, 200208). The author states that an inductive
approach involves the observation of multiple indiinal cases and then building a theory
around what is seen, whereas deductive reseanmts with a theory or hypothesis which is
then tested against observations. Furthermorandarciive approach, with its roots in the
social sciences allows for the investigation ofciabactors” within the phenomenon,
whereas the deductive approach with ties backemé#tural sciences is far more rigid and

looks to the construct of testable laws (Saundeaxwjs & Thornhill, 2009, p.124).

This research is being conducted to test a hypisthesl is open to the possibility that the

FDI decision making process is influenced by thecial actors” within it. Furthermore, the
research is concerned with investment into Irelaitdin the context of the wider FDI
decisions by organisations. Finally, from the eytthis author believed that it was unlikely
that the group being studied in the research, “@el’eexecutives in U.S. Multi-National
Corporations would respond to the requests to [yaatie in sufficiently large numbers to be
able to draw any “hard and fast” general conclusimom the research. As such, the research
followed an inductive approach; exploring the irntwesnt decisions of individual

organisations in Ireland within the context of thglobal investment strategy.
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3.3.3. Strateqy & choices

Due to the diverse nature of the target group,cieith the exploratory nature of the work, a
strategy involving multi-method research using boilantitative survey and qualitative
interview was used to gather data. Saunders, L&wisornhill (2009, p.153) suggest that

this approach is useful where data are requirddlfibdifferent purposes within the research.

A self-administered questionnaire was used to gathantitative data in order to determine
if any trends were discernible while semi-structlirgerviews were used to explore the FDI
decision making process with individual decisiorkera and influencers. The questionnaire
format was selected due to the time constraingdaoe on the research combined with the
geographic spread of potential respondents andibecas noted by Saunders, Lewis &
Thornhill (2009, p.362), “Questionnaires [...] terdite used for descriptive or explanatory

research”.

The quantitative survey was carried out acros®sscsection of U.S. firms that included
companies currently invested in Ireland and othieaswere not. This fulfilled two purposes.
First, it allowed for the correlation of the resudtgainst the Lyons (2012) findings and

secondly, allowed for the identification of anyrids within the group.

Once the questionnaires were completed a numtsaroistructured interviews were held
with a selection of corporate level (‘C’ level) exgiges within the surveyed firms. Malhotra

and Birks (2006) suggest that interviews provid@oesients with the opportunity to reflect
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upon questions and affords them the opportunitgspond in their own terms. In the context
of the research, the interviews were used to ifleatiy factors that were not considered

during the questionnaire.

The survey provided for the gathering of data irmempt to extrapolate broad trends in
attitudes, while the interviews allowed for pari@nts to engage in more narrative format to

describe their organisations FDI process.

3.3.4. Time Horizon

Research can follow a phenomenon over a prolongeoldpef time or interrogate it as a snap
shot at a particular moment. Long term investigetjknown as Longitudinal studies allow
for the collection of large amounts of data leadim@n understanding of how things change
over time, or in response to the influence of fext&napshots or shorter term research,
referred to as Cross-Sectional, capture smaller ataai data in order to establish the state

of the subject at the time of the study (Saundeaswiis & Thornhill, 2009, p.155)

The aim of this research was to identify the inficiag factors and attitudes surrounding FDI

into Ireland as they currently exist, and as shehtime horizon is cross-sectional.
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3.3.5. Research Questions

“Despite a threefold increase in FDI inflows tol&wed over the period 1990-
1997, there are currently no qualitative studiedr@sking the factors
influencing the location of inward investment ieland. Of particular concern
IS the lack of research data on corporate levabagtmaking at U.S.

headquarter level.”

Gunnigle & McGuire (2000).

The questions posed surround both the economandial and other factors that influence

the decisions surrounding investments by U.S. asg#éions in Ireland.

In order to answer the primary question posed byptiper; “What is the attitude of U.S.
Multi-National Corporations towards Ireland as avestment location?” a number of

guestions will be asked by the research;

* What are the main factors influencing the global BEcisions of U.S. Multi-National

Corporations?
* How does Ireland perform when ranked against thatia?

* What, if any, effect do factors such as nation#uece, Ireland-U.S. ties and personal
experience in Ireland of those involved have onRbé decision?

* How is Ireland viewed by “corporate America”?
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3.4. Implementation

A structured self-administered questionnaire wéecsed as the method for collection of
guantitative data. Lyons (2012) in conjunctionhwithe Economist Intelligence Unit
developed a questionnaire to survey Global MNCituates towards Ireland, a variation of
which was used in this research to gather quanitatta (See Appendix I). The questions
required a mix of both ranking and selection of fagtors in the FDI process from a list
while adding the ability of the respondents toude additional options. Respondents were
also given the opportunity to elaborate on thesvaers by adding comments. It was then

hosted on the web based platform “SurveyMonkey”.

Key differences between the version of the sunasdun this research and Lyons’ original

were,

» The original survey was designed to be carriecasu telephone questionnaire,
whereas this version was intended to be self-adteired by participants online.
Therefore, the ability for respondents to includenments was added and features
within the “SurveyMonkey” platform that allow aut@atic branching of questioning
based on previous responses were utilised to peajpropriate questions to
participants based on whether their organisatios imaested in Ireland or not.

* Some questions were expanded to include poteatiédifs that were of interest to this
survey such as cultural similarity to the U.S. limiks to American cities and Total

Tax Take.
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» As the target group for this survey, U.S. Multi-Idéatl Corporations, was a sub-set
of that reviewed by Lyons, Global Multi-Nationatgjestions such as “In which
country are your company's global headquartersd®dseere removed from the
guestionnaire and replaced by “In which U.S. Stt@ur company headquarters

based?”

A semi-structured interview was used to investigatether any factors not identified by the
guestionnaire are at play. This provided the opputy for participants to elaborate and
expand on themes discovered in the questionnadtdoarthis author to build on responses
and in particular to explore the impact of ‘softtfars’ such as cultural links in the overall

decision making process.

3.4.1. Pilot

In order to validate the questionnaire it was sigolto individuals on the senior management
team of one of the target organisations for thedback at the end of July. Following their
review, a number of minor modifications and addiavere made to the questionnaire and it

was this updated version that was used in the gurve
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3.4.2. Sample Selection

Two sources of information were used to developpth@ of organisations and individuals to
survey. The IDA Ireland website, which providesailstof all agency assisted organisations
operating within the State along with the natidiyadf their parent company, was used to

draw up a list of U.S. MNC's invested in Ireland.

A commercial contacts database, InsideView, wad tseollate a list of U.S. multi-national
firms with no presence in Ireland and also to dgvel contact list for C-Level executives in

all the target firms for the survey.

3.4.3. Quality

While steps were taken to ensure that the indivgdaad organisations invited to participate
were appropriate to the target group. As respotostige self-administered questionnaire
were anonymous, with all respondents using a comintemet hyperlink to participate, there
was no mechanism to verify individual’'s identitiefowever, a number of invited

participants did reply to the email invitationsstate that they had completed the survey.

The results of the questionnaire were comparelaearlier work by Lyons (2012) and in

many respects there was found to be a correlagbmden both sets of findings.
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The author took steps to ensure that during the-senctured interviews, open questions

were asked.

3.4.4. Data Analysis

The “SurveyMonkey” platform collates questionnaiegponses and allows them to be
downloaded in spread sheet format. For the most gila from each question within the
guestionnaire was reported as percentages of rédgptato that question. The exception to
this was analysis of questions were participantewasked to rank items on supplied lists. In

that case a weighted average was applied in codmowide an overall ranking of items.

In a question where respondents were asked toaamnknber of investment factors on a scale
of “Not Significant”, “Somewhat Significant” to “Mg Significant” and with the option to

select “N/A or don’t know”, weightings were appliaed follows;

Not Significant = 1, Somewhat Significant = 2, Y&ignificant =3, N/A =0

The number of responses in each grade were thalfethtand multiplied by the weighting,
with all those totals then added together and dividy the number of respondents to produce

a weighted average figure for the factor.
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For example, the survey question “Please rankigmficance of the following
characteristics of investment locations to yourldwide direct investment decisions”
required participants to rank each of seventedioifaon the scale above. One factor, “Ease

of attracting key international staff” received fioedowing number of selections;

Not Significant = 7, Somewhat Significant = 10, Y &ignificant =5, N/A =2

Applying the weightings to these results gives

(7x1)+(10x2)+(5x3)+(2x0) =42

The total is then divided by the number of resperiegroduce the weighted average; 42 / 24

=1.75

By applying this method, the list of factors caarttbe placed in an overall ranking and also

compared to the results of the earlier Lyons survey
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3.5. Summary

This section outlined the methodology adopted is thsearch. It draws on the authors class
work on the topic in the National College of Irelgnoim 2011-2012 and also on Saunders,

Lewis & Thornhill (2009).

The primary research tools of a self-administengahdjtative questionnaire and semi-
structured qualitative interviews were selectecetam their appropriateness with regard to

research objectives and the collecting of datavegleto the research questions.
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4. Data Analysis and Findings

4.1 Introduction

This chapter will review and analyse the findingst the research. Using the methodology
described in the previous chapter, a pool of tatgetpanies to survey was developed. This
was collated from two sources; firstly using théAlDeland website which identifies foreign
owned companies operating in the country by thenality of their parent and secondly a
commercially available contacts database, Inside\ieas used for two purposes; firstly to
identify additional American multi-national corpticmns not invested in Ireland and secondly
to gather contact details for C-Level and seni@cekive staff with relevant experience

within all businesses.

Companies that were subsidiaries or “sister org#aissl of other firms invested in Ireland
were discounted from the IDA Ireland list in orderavoid duplicate requests to participate
being sent. Similarly, any organisation where mitable contact details for senior executives

were available was also discounted.

In total, 372 American multinational organisatiomsre selected, 250 of which had one or
more investment in Ireland, with email invitaticisparticipate in the online survey being
sent to 1,236 individuals during the week of Augifs2012. Survey responses were

anonymous, with all participants using a single wwn internet hyperlink to access the
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online questionnaire and no connection betweewtigenal email request and the participant

was established.

Due to the location and nationality of the majoofythe target group, the spelling used in the

survey was U.S. English.

4.2 Questionnaire & Interview Analysis

In response to the invitation to participate, 8vidlials sent an email reply declining and a
further 2 stated that their organisation was fawyisiolely on the U.S. market at this time so
also declined to participate. 1 individual repladter the closing date for participation in the
guestionnaire and took part in a phone intervielws@veys were started, with 18 completed

representing a 66.67% completion rate on a respats®f 2.18%.

4.2.1 Respondents Demodraphics

Three individuals participated in interviews, divehom were Corporate level exectutives in

their respective organsiations.



Chief Executive Officer ‘Z’, is a founding pricipaf company ‘S’. At the time of the
interview he had been CEO of the business for fiftggars. The company, which operates in
the software services sector is based in the Ui&West, had located its European

headquarters in Ireland in 2010 and has operati8pain and Singapore.

Corporate Officer ‘S’, is an American citizen whowed to Ireland in the 1990’s. He has
been with his current employer, company ‘E’ sirtsdnitial investment in Ireland during
2001 having previously worked for another U.S. MMGhe country. The firm is a global
business within the banking sector and is partlafger American financial institution

headquartered in the southern United States.

Chief Operating Officer ‘M’ has been with company ‘§thce 2008. The firm, with a
headoffice in the U.S. Mid-West and offices in o28rcountries operates within the
reinsurance industry and first located in Irelandrg 2003. Ireland hosts the EMEA

headquarters for the organisation.

The individuals who responded to the invitatiorpésticipate in the online survey
represented organisations that were headquartEsl ihS. states (see Figure 4) and operated

within 9 industry sectors (Figure 5)
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Figure 4 Response to “In which U.S. State is yourompany headquarters based?” Number of responses: 27

Automotive 3.7%

Aerospace/
Aviation 3.7%

Retailing 3.7%

Financial Services
7.4%

Figure 5 Response to “What is your company's primay industry?” Number of responses: 27.

-48-



In line with the target demographic, the individkialho responded identified themselves as
mostly being Chief Executive Officer (CEO) level withiheir organisations (37%), with the
second largest group comprising Chief Financialg@fs (CFO) (29%) followed by Chief
Operating Officer (COO) (15%) (Figure 6). In tot@5% of respondents were employed at

“Corporate Level” within their respective organisati(Figure 6).

Other C-Level
Head of Executive
Department 4%
4% -

General Manager
4%

SVP/VP/Director
7%

Figure 6 Responses to “Which of the following bestescribes your job title?” Number of responses: 27.

96% of respondents indicated that they held respiibsfor, or had familiarity with their
organisations FDI decisions while 93% stated theyewiamiliar with their employer’s

position regarding investments into Ireland.

All companies that responded were operating inraber of countries (Figure 7), with a

broad range of total head count (Figure 8) andmeedFigure 9).
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Between 11 and Between 6 and 10
20 11%

Figure 7 Responses to “Including the U.S. in how nmy countries worldwide do you have operations?” Nurber of
responses: 27.

M Fewer than 100
= 100 to 500

m 500 to 1,000

™ 1,000 to 5,000

™ 10,000 to 50,000

M Greater than 50,000

Figure 8 Responses to “What is your organization'approximate global head count?”
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= Up to $250m

= $250m to $500m
= $500m to $1bn
m$1bn to $5bn

= $5bn to $10bn

= Over $10bn

Figure 9 Responses to “What is your organization'approximate global annual revenue in US dollars?” Nmber of
responses: 27.

4.2.2. Factors influencing FDI decisions

In order to understand the position of the survdyegsinesses with regard to Ireland, the first

set of questions sought to establish the factdngwdeé=DI decisions globally for the survey

group.

When asked to select the 3 factors that influerticenl global FDI location decisions, the
most chosen option, selected by 62.5% of respoadesis availability of skilled labour in the
country, followed by access to markets (58.3%) thedoresence of an educated workforce
(54.2%). The availability of ‘Government tax incimets’ was chosen by 45.8% making it the

fourth most popular reason (Figure 10).
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Figure 10 Response to “What are the 3 primary facts that attract your business to invest in an ovessas location?”
Number of responses: 24, with comparison to findingby Lyons (2012).

Other reasons given by respondents for investirggparticular economy included “growth
prospects” in the country and “opportunity to gaiarket share” which potentially could
both be interpreted as being part of ‘Access tdketat, “diversify operations” and finally

proximity to “supplier base”.

As noted in the literature review, the work of Dumn(2001) and Blonigen (2005) in the
area of FDI point to the complexity of the topidativersity of reasons behind organisations
investment decisions. This is reflected in the agref responses given to this question,
which required participants to select three iterosfa choice of ten possible factors,
including access to markets, Government incen{itzesetc.), labour costs, non-labour costs

and an educated work force, with the option fopoeslents to add additional factors.
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Ultimately nine of the ten options were selectelbast once with four additional reasons

added.

These results are somewhat at a variance to therdardings of Lyons (2012), who in
surveying a pool of global MNC'’s on their attitudesvard Ireland found that in ranking that
groups key factors influencing FDI location deasi@ccess to markets at 58% of
respondents was the single most significant fagtih key skills in the labour force second

(34%), tax incentives third (32%) and an educatedckviorce at 24% fourth (Figure 10).

While the order of the items is different acrosthtsurveys, the top 4 key driving factors for
FDI decision makers found by both are the samessacto markets, Government tax

Incentives and access to both skilled and educmbekiforces.

Respondents where then asked to rate the signi&oaine number of characteristics related
to investment locations into 3 broad categoriext‘Significant”, “Somewhat Significant”
and “Very Significant”. The option to mark items‘@on’t know or N/A” was also

presented on each factor (Figure 11).

The items most often selected as Very SignificagrtewAccess to pool of local skilled labor’
chosen by 79% of respondents, followed by ‘Costagl business’ with 71%, ‘Political

Stability’ 63% and ‘Ease of doing business’ at 58%.
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Direct flights to your company’s head office city
Ease of attracting key international staff (cost of living,..
Ability to speak the English language
Tax treaty with U.S.
Quality IT infrastructure (telecoms, broadband etc.)
Access to pool of local skilled labor
Cultural similarity with the U.S
“Light Touch” regulation
Working day overlap with head office
Tax incentives for investors
Intellectual property protections
Quality of physical infrastructure (roads, ports, airports,..

Access to raw materials

= Not significant Fiscal stability

= Somewhat Cost of doing business
significant

= Very significant Political stability

=N/A or don't know Ease of doing business

0% 20% 40% 60% 80% 100%

Figure 11 Response to “Please rank the significanod the following characteristics of investment loations to your
worldwide direct investment decisions.” Number of esponses: 24.

Top of the list of Somewhat Significant were ‘QualiT infrastructure’ selected by 54%,
‘Tax incentives for investors’ with 50% of respontie ‘Fiscal Stability’ with 46% and a
group of seven factors then receiving a Somewlgatifssant grade from 42% of

participants;

» Ease of attracting international staff
» Ability to speak the English language
» Tax treaty with the U.S.

* Cultural similarity with the U.S.

» “Light Touch” regulation
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* Intellectual property protection

* Quality of physical infrastructure

Items most often selected as Not Significant wé/erking day overlap with the U.S"’
selected by 71%, ‘Access to raw materials’ andebirflights to your company’s head office

city’ both chosen by 50% of respondents then ‘Caltsimilarity to the U.S.” with 46%.

Using a simple weighted average, as outlined irvb#éhodology chapter, the items that rank
as the most significant factors are ‘Access to phakilled labor’, ‘Cost of doing business’,

‘Ease of doing business’ and ‘Political stabiliffFigure 11).

By comparison, using the weighted average anapfdiyons (2012) shows that in response
to a similar question the top 4 items in that detwere ‘Ease of doing business’, ‘Cost of

doing business’, ‘Political stability’ and ‘Tax ieatives for investors'.

Lyons offered a more restricted set of factorshioose from in the original question;

* Ease of doing business
* Political stability
» Cost of doing business

» Fiscal certainty
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* Intellectual property protections

» Tax incentives for investors

* Regulatory incentives for investors

» Access to pool of local skilled labour

» Ease of attracting key mobile international staffst of living, quality of life, etc.)

While access to skilled labour ranked first ouse¥enteen in this survey, Lyons found it
fifth from nine. Tax incentives, which ar& 4n the weighted average analysis of Lyons’
data, rank as joint seventh in this survey, in luatbes, a position that placed the factor ‘mid

table’.

Both surveys reveal that in considering where tatedé-DlI, the cost and ease of doing
business in a host country are ranked amongsbtirenost significant determinants by

investors along with the political stability of thation.

Political stability may to some seem like an unjkeandidate for the list, let alone a high
scoring one. This author suggests that when vieagetie potential for political instability or
rather as “political risk” the importance of thetiar comes more clearly into focus. The
Multilateral Investment Guarantee Agency (MIGApat of the World Bank Group,
charged with encouraging FDI into developing ecomsrproduces an annual report on

political risk around the world. In the 2009 editithey defined political risk as;
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“the probability of disruption of the operationsMNESs by political forces or
events, whether they occur in host countries, hooutry, or result from changes
in the international environment. In host countrditical risk is largely
determined by uncertainty over the actions of goremts and political

institutions, but also of minority groups, suchsaparatist movements”

(MIGA, 2009).

Events such as the move in early 2012 by the govenhof Argentina to nationalise the
assets of Spanish oil firm Repsol in that countiyréfo, 2012) highlight the risks posed and

may explain why this factor figures so highly ire tsurvey.

|
) 263
) 2.63

Access to pool of local skilled labor

Cost of doing business

Ease of doing business 2.50

2.50
.42

Political stability

Fiscal stability

Quality IT infrastructure (telecoms, broadband etc.)
Quality of physical infrastructure (roads, ports, airports, utilities etc.)

Tax incentives for investors

Tax treaty with U.S.

Intellectual property protections

Ability to speak the English language

Ease of attracting key international staff (cost of living, quality of life, etc.)
Cultural similarity with the U.S

“Light Touch” regulation

Direct flights to your company’s head office city

Access to raw materials

Working day overlap with head office

0.00 . X . . . 3.00

Figure 12 Weighted average of responses to “Pleasak the significance of the following characterisics of
investment locations to your worldwide direct invement decisions.” Number of responses: 24.
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Ease of doing business

Cost of doing business

Political stability |}

Tax incentives for investors

Access to pool of local skilled
labour

Fiscal certainty

Regulatory incentives for
investors

Ease of attracting key mobile
international staff...

Intellectual property
protections

Figure 13 Weighted average of Lyons’ responses to ‘9 significant are the following factors to your woldwide
direct investment decisions?”

The role of different financial and tax incentiweas then queried. Respondents were asked
to select the three most significant factors frohstathat included corporate tax rates, total
tax takes, tax treaties and tax credits along aattess to local sources of credit and grants.
The top responses were ‘Low corporate tax rateaeting 75% of votes, ‘Low total tax rate’

with 70.8%, ‘R&D tax credits’, 37.5% and ‘Transfaiging arrangements’ on 33.3% (Figure

14).

Lyons (2012) did not include the option of ‘Lowadbtax rate’ however, also found that a low
corporate tax rate was the most selected optidm 466 of respondents choosing it.
‘Transfer pricing taxation arrangements’ was thiiith 23%, behind ‘Double taxation

agreements’ on 34% and ahead of ‘Access to soofdesal credit and funding’, 20%.
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The significance of a low total tax rate was highted by Corporate Officer ‘S’ during an
interview in August 2012 (CO ‘'S’, 2012), where hesetved that unlike many U.S. states
and European countries, Ireland does not havetarsys regional and municipal taxes that
are levied against organisations or individualustihe total tax take for those locating in
Ireland, with its single, flatter nationwide taxatistructure is lower than the burden
elsewhere. Accordingly, he stated that in his @pinas an American who had moved to
Ireland, this was a significant factor in attragtivoth direct corporate investment and also
foreign nationals to the country. As noted in tierature review, work by PwC found that

Ireland has the third lowest total tax rate foribasses in the E.U. (PwC, 2011, p.31).
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Figure 14 Response to “With respect to financial icentives offered by host countries; what are the Biost important
types of incentive for your company?” Number of reponses: 24 with comparison to Lyons 2012.
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Reviewing both sets of findings, a ‘low corporate tate/regime’ and ‘transfer pricing
arrangements’ stand out as the two most importaan€&ial incentives for companies when

considering locations for their overseas investsient

Having established the criteria for FDI decisiaespondents were asked to pick three
potential investment locations, other than Ireldrat offered the best investment
opportunities for their organisation. Singaporeswwge most chosen option, with 39% of
respondents selecting the city state, followedhgylnited States of America (30.4%) and
tied in joint third were Brazil and China with 26.18frespondents selecting both. Again, the
results have a significant overlap with Lyons (201ho found China to be the most
preferred location (33%), followed by Singapore¥®%he U.S. was third selected by 28% of

participants and then the United Kingdom on 27%{Fe 15).

Of the other countries included by respondents ui@kber’ in this survey, Poland was the
most commonly added with 2 of the 4 (50%) validiesp That ranked it alongside Hong
Kong, Japan, Spain and Netherlands as a locatittm8ns%. The remaining two additions
were Taiwan and the United Arab Emirates with aglection each, which placed them joint

equal to France and Belgium on 4.3%.

As a result, it appears from both sets of datg #yrt from Ireland, investors consider

Singapore, the U.S. and China as the most attrdcibations for investment.
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By comparison, the United Nations Conference on &@attl Development (UNCTAD)
World Investment Report 2012, reviewing global istveent trends ranked China and the
U.S. first and second followed by India and Indeaes the “top prospective host economies

for 2012-2014” (UNCTAD, 2012, p.5).

While India ranked jointBin this survey on 21.7% alongside Brazil and Mexitdid not

register in Lyons’ findings, while Indonesia didtriactor in either survey.
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Figure 15 Response to “In your view, which 3 hostountries (excluding Ireland) offer the best overallconditions for
your company as a direct investor?” Number of resposes: 24. With comparison to Lyons (2012).

The final question in this section looked at tharses of information used in the FDI

process. The original Lyons (2012) survey questias expanded to include four additional
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options; ‘Existing corporate investments/divisign8hdustry peers & competitors’,

‘Personal contacts’ and ‘Previous experience’.

The results showed, that in common with Lyons’ iings, Professional advisors were the
preferred source of information. This survey fo@®d9% of respondents indicated they used
advisors from accountancy, legal and similar firmghe FDI process. The second most
common source was through existing investmentsinvitte business, with 47.8% indicating
they looked to the organisational experience ftorimation. The inward investment agency
of the host country, such as IDA Ireland, was theltmost commonly selected option at
34.8% with ‘Industry peers & competitors’, ‘Persboantacts’ and ‘Previous experience’ in
tied fourth, each selected by 30.4% of respond@ni one entry was included as ‘Other’,
which indicated that IDA Ireland had been a keyrsepincreasing the inward investment

agency score to 39.1%.

Lyons earlier findings ranked ‘Professional adwssdirst with 52%, ‘Financial & business
press’ second on 33%, ‘Inward investment agendyd tht 22% and ‘Annual reports’

attracted 20% of the votes in fourth.
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Figure 16 Response to “What are your primary source of information about potential investment locatios? (Please
select 3)” Number of responses: 23 with comparisao Lyons (2012).

* Note that Lyons listed “Government Sources” a®ption not “U.S. Government sources”.

In a paper looking at FDI in Africa, Kachwamba é&abg (2012) suggest that Internet based
information sources and in particular the websgitiethe national inward investment agencies
can play a key role in reducing the cost of FDbinfation gathering. While there may be
merit in the position, the Internet was not incldda the list of options nor was it added by
any respondents suggesting that it is not seen.8yfidms as a source of investment

information.
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4.2.3. Investors’ view of Ireland

The majority of respondents worked in organisatiiwas were currently invested in Ireland,
with only 13% indicating their company had no presein the country. Of those who
participated 56.5% were employed by firms with mvestment in the country and expected
their net position in the State to increase dutimgperiod 2007-2015. A further 17.5% had
investments with an expectation of no change iir phasition and 13% believed the net
position of their employers’ investment would dese between 2007 and 2015. Of those

that stated their company had no investment imhetlall said they had no plans to invest in

the State (Figure 17).

H Invested in Ireland with net
investment increasing over the
period.

m Invested in Ireland with no
change in net investment over
the period.

m Invested in Ireland with net
decrease in investment over the
period.

m Not invested in Ireland with
plans to invest during the
period.

® Not invested in Ireland having
divested during the period.

Figure 17 Response to “With regard to investing irreland, which statement best reflects your compariyg actual and

planned net position over the period 2007 - 2015RNumber of responses: 23.

All respondents where then asked to identify whaytsaw as the three most significant

advantages and disadvantages Ireland offered émpattinvestors.
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65% of respondents indicated that the most sigmtiadvantage the country offered was a
‘Competitive corporate tax regime’. The next mogbydar choice, selected by 55% was
‘Educated and skilled local workforce’ followed ccess to EU market’ attracting 30% of
votes, with both ‘Strong IT and telecoms infrastaue’ and ‘Work ethic of Irish workforce’

on 25% (Figure 18).
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Figure 18 Response to “In your view, what 3 compeive advantages does Ireland have to offer US inviess?”
Number of responses: 20, with comparison to Lyons (22).
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The earlier study by Lyons, found ‘Access to EU ketirranked first on 46%, followed by
‘Legal and fiscal stability’ on 30%, ‘Competitive porate tax regime’, 28% and ‘Educated

and skilled workforce’ on 28%.

Comparing the two surveys, Ireland’s tax regime thednation’s pool of skilled labour were
selected in the top four competitive advantaged bglthe State by both sets of respondents.
When reviewed in the context of the findings redaie the factors influencing FDI decisions,
the high ranking of these two characteristics sth@lece the country in a strong position to
attract U.S. investment. Lyons and this survey ébtivat a low tax rate was a key factor for
decision makers, while in both papers access tiedkabour appeared as one of the top two

factors that attracted organisations to a country.

In the context of Ireland, ease of doing businstged as one of the key factors in attracting
FDI to a country, ranked sixth out of the thirtemtions that received a score in this survey.
20% of respondents selected it as an advantagmthwry offered, less than a third of those
who selected the most popular choice of the takme@nd less than half the size of the
group that cited the educated and skilled workdas the second greatest advantage. As an
advantage offered by the country ‘Ease of doingrass’ also ranked below ‘Access to EU

markets’, ‘Strong IT and telecoms infrastructunedahe ‘Work ethic of Irish workforce’.

Lyons had earlier found respondents ranked the &ad@ing business in the country as the

fifth most cited advantage from a list of twelveiops.
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Concerns surrounding ease of doing business imbidiad been raised by Corporate Officer
‘S’ during his interview (CO ‘S’, 2012), when thepto of regulation in Ireland was
discussed. Operating within the Banking sectorjnterviewee highlighted how the
legislation in Ireland, even before the bankingisrof the late 2000’s, imposed a burden on
the organisation. As an example, he singled outi@et49 of the Consumer Credit Act

1995, which requires all financial institutions ogeng within the State to submit an
application to, and receive approval from the Reguleor any and all fees or amendments to
fees levied on accounts. He noted that this requarg was not present in other countries and
expressed concern that in the wake of the failitaebanking system in the country,
politicians may implement additional, in his viemnnecessary legislation, thus increasing the
burden on organisations rather than looking atelgelatory regime and ensuring the

effective and balanced policing of the sector.

Feedback received from participants completinggirestionnaire would appear to
substantiate this view. In response to the que&mase describe the most significant
disappointments or under performing aspects oinestment in Ireland’, one respondent
wrote, “immature and over zealous regulatory emrmnent”, while another, adding
commentary on the question ‘In your view, whattaee3 biggest risks or disadvantages of

doing business/investing in Ireland?’ included,dua burden related to employment laws”.

In contrast, The Doing Business Project, part oMhald Bank Group, which reviews the
impact of national business regulation and enfoer@nranked Ireland tenth best country out
of 183 global economies in its 2012 “Ease of ddnginess” survey, a fall of two places

from the 2011 position (Doing Business Project, 281 ZT'he report places the State behind

-67-



other locations identified in this survey as patntvestment locations such as Singapore,
which it placed T and the United States"4but well ahead of China which it ranked mid-
table at 91. The survey found Ireland to be the third best.Edgmber, behind Denmark"5
and the United Kingdom,"6 and as a result the country is ranked as thestgsiace in the

Euro Area to do business (Doing Business Projedi2 21).

The single largest risk or disadvantage presengdceland to American investors, as
selected by 70% of respondents was the on-goirtghiisy in the Euro Area. That was
followed by the size of the domestic market witB&}sost of doing business on 40% and
uncertainty over government finances chosen by 30%se, as the top four match the

findings of Lyons, albeit in a different order.

Both in this work and the earlier study by Lyong tlost of doing business was selected as
the second most significant factor by U.S. companiken considering a location for FDI

(Figures 12 & 13).

In light of the prominent position that ‘Instalbyliin the Eurozone’ and ‘Uncertainty over
government finances’ received in both Lyons’ and survey’s findings, it is probably not
surprising that the American Chamber of Commercaekl the lobby and representative
group for U.S. companies operating in the Statd,daanpaigned publicly for a “Yes” vote in
the 2012 constitutional referendum on the Treatgtability, Co-ordination and Governance
in the Economic and Monetary Union, also knownhasRiscal Stability Treaty. In a press

release promoting acceptance of the amendmentdpné®f the Chamber, Paul O’Neill

-68-



said, “with this Treaty we have the opportunityptd in place new limits on public debt and
budget deficits, providing stability not only faeland's domestic finances but across the

Eurozone” (American Chamber of Commerce Ireland, 2012
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Figure 19 Response to “In your view, what are the Biggest risks or disadvantages of doing business/esting in
Ireland?” Number of responses: 20, with comparisoro Lyons 2012.

Reviewing the elements contributing to the costdamfig business, respondents were asked
to rank Ireland’s performance versus other locatiom a list of cost elements that affect
firms. Only in ‘Overall tax burden’ did the countrgceive a majority view of being less
expensive than other locations. Of those who espiéan opinion a combined 70.6%
indicated they believed the State to be ‘Somewdsst €xpensive’ or ‘Significantly less
expensive’ than other locations for total tax bumdeith a further 11.8% stating taxes were

about the same as other locations within which thymgrated.
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In no area did an overall majority indicate thagtsan Ireland were more expensive than
elsewhere, however, with regard to wages, 47.1%ase who expressed a view stated

Ireland was either ‘somewhat more expensive’ grgicantly more expensive’.

The areas of ‘Professional services’ and ‘Utilittasl infrastructure’ were both selected by
46.7% of respondents as being more expensivelanttehan in their other locations. Apart
from taxes, the only area where more respondetits/bd Ireland to be less expensive rather
than more was ‘Commercial rents’, 41.7% expressisdstaw, with 25% indicating the cost

of property to be about the same as elsewherer@Rf).

Cost of living

Professional services (legal, accounting etc)

Utilities, infrastructure

= Significantly less
expensive Insurance

mSomewhat less
expensive

Commercial rents
m About the same

= Somewhat more Overall tax burden
expensive

= Significantly more
expensive Raw materials

= N/A or don't know

Wages and salaries

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Figure 20 Response to “In terms of the following geects of business cost, how does Ireland comparett® other
jurisdictions (outside your home market) in which you do business?” Number of responses: 19.

Two categories were added to this question beylaatiginal version; ‘Insurance’ and
‘Professional services’, however, the overall fimgi do not align with Lyons’ results. The

earlier work revealed a clear trend; in every catggnore respondents believed Ireland to be
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a higher cost location than a lower cost one, arigio two categories, ‘Raw materials’ and
‘Overall tax burden’, did the largest group of resgdents believe costs were on a par with
other locations. 29% of Lyons’ respondents indiddte tax burden imposed by the State
was less than other locations where they operateite 47% believed rents were more
expensive in Ireland, 49% indicated the cost ahwvas greater and 56% that wages where

somewhat or significantly higher in the country wlsempared to other economies.

One respondent who indicated their employer hacksgnce in the country commented,

“The costs of operations rose significantly over plreriod we have been in Ireland”.

The National Competitiveness Council, which operatefer Forfas, the State advisory body
for enterprise, trade, science, technology andvation agrees that there are issues related to
the costs of doing business in the country. Ingport “The Costs of Doing Business in

Ireland 2011”, the Council notes a reduction ints@snce 2008 but cautions that;

“Even though prices in Ireland have fallen sinc@&ahe cost of a range of
business inputs remain relatively expensive contpr®ther jurisdictions,
including property costs, calls from landlines, dghl fees. A large number

of these inputs arise in the locally traded sector.

Even though many enterprise costs are decreasinglamd, this does not

necessarily mean that we are experiencing significaprovements in relative



cost competitiveness. The pace of this decline mwistrip that of our trading

partners in order to close the gap.”

(National Competitiveness Council, 2011, p.7).

At the time of writing, no 2012 costs of doing mess report has been released by the
Council, however, in its “Ireland’s Competitiveneso&card 2012” publication, the Council
notes that Ireland’s wage rates, at 20% abovewbeage within the group rank as the tenth
highest in the OECD and that after a period of defta prices are now increasing in the

country (National Competitiveness Council, 2012, p.58

When asked to compare the country’s performandevobreaks to other locations, a
significant percentage of respondents selected d/don’t know'. There is no immediate
obvious reason; however this author speculatestthaty be due to respondents being
unfamiliar with the detailed working of the tax neg@s of host countries within which they

are invested, including Ireland.

In only three areas of the tax regime did the Stateive any votes from respondents who
expressed the view that the country was worsedlttzar locations, these were;
‘Implementation of regulation/oversight’ and ‘Totak rate’ both selected by 14.3% and
‘Personal tax rates’ chosen by 46.2%. In all otlreas, with the exception of ‘R&D tax
credits’ a majority stated that they believed Inel@o be either somewhat or significantly
better than other jurisdictions within which theusiness operated. ‘Corporate tax rate’ was

selected by 81% as being somewhat to significdetier in Ireland, ‘Total tax rate’ and
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‘Training grants’ were both selected as better 567A majority, 53.3% stated that tax

breaks for research and development activities aoeit the same as elsewhere.

Lyons also found that ‘Personal taxes’, with 16%esponses being negative, were identified
by more respondents than any other category asdhst element of the Irish tax code. The
best rated elements from the original survey we€aporate tax rate’, with 66% selecting
either “far better” or “slightly better”, 57% selarg ‘R&D tax credits’ as better and 54% the
‘Network of double taxation treaties’, which reaeivan equal 50/50 split between “About

the same” and better in this survey.

Implementation of
Regulation/Oversight

Network of double-taxation treaties

Other incentives

= Significantly
worse Training grants
= Somewhat worse
Personal tax rates
= About the same
m Somewhat better | R&D tax credits
m Significantly
better Total tax rate
uN/A or don't
know
Corporate tax rate

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Figure 21 Response to “In terms of the following geects of the tax regime, how does Ireland compare the other
jurisdictions (outside your home market) in which you do business?” Number of responses: 20.

Reviewing the results from both sets of data, Ir@scorporate tax rate is seen as being

better than other locations by the majority of stees, with the State rated highly for tax
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breaks on research and development functions alithghe network of double taxation

agreements in place.

4.2.2. View of those invested in Ireland

The survey was designed to separate respondeatthiee groups based on their
organisations investment in Ireland; those thatdradhvestment, those that did not have an
investment but planned to invest and finally a groamprised of those not invested without

any plans to do so and organisations that may d&ested from the country.

Once all responses were analysed, 86.9% of resptnaerked for organisations that
currently had investments in Ireland, the remaivdere employed in companies with no

investment and no plans to enter the State.

5.0%

m | ess than 5 years
m Between 5 to 10 years

Between 11 to 20
years

m Between 21 and 30
years

m More than 30 years

Figure 22 Response to “How long has your company be invested in Ireland?” Number of responses: 20.



Of the businesses invested in Ireland, 25% ha@sepce for 5 years or fewer, arriving after
the economic shocks of 2006/2007. The majority, 6@ been in Ireland for more than 10

years (Figure 22)

Respondents were asked to identify which businesgifins their investment in Ireland
hosted for the organisation. The most selectedpgtivere ‘Core business function:
customer service delivery’ selected by 45%, folldvay both ‘Core business function:
manufacturing’ and ‘Back office/shared servicesfimé support function’ with 30%.
Possibly echoing the strong rating for the peroeptif tax credits on offer by the State, 25%
said they had located an ‘R&D’ function in Irelandile both ‘Headquarters’ and ‘“Treasury’
functions were chosen by 5%. No organisations luatila involved ‘Customer call

centre/customer support’ operations in the coufiigure 23).

m Back office/shared services/internal support function
= Core business function: customer service delivery

m Core business function: manufacturing

m Customer call centre/customer support service

m Headquarters

uR&D

5.0%

= Treasury operations

u Other (please specify)

Figure 23 Response to “Please indicate which bussefunctions you have located in Ireland. (Selectlahat apply).”
Number of responses: 20.
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Customer support functions, such as call centres discussed during this authors interview
with Corporate Officer ‘'S’, whose firm has operaseath a facility outside Dublin since
2001. He noted that during the “Celtic tiger” dna tost of operation of such facilities in
Ireland had become an issue as staff members wpeeting base salaries in the region of
€35,000 while similar positions could be filled @ss the border in Northern Ireland for

around £16,000. (CO ‘S’, 2012).

The cost sensitivity of this function was highligtitby the loss of two Waterford based call
centre functions; the 2011 closure of the TalkTatklity (Ni Bhraonain, 2011) and the 2012
relocation of the outsourced call centre functigriModafone to a Newry based provider

(O’'Brien, 2012).

According to the data, the majority of organisasioaplying to the questionnaire, 75% have
core business functions of either service delivergnanufacturing located in Ireland. With
30% of respondents basing shared services opesatighe country. Items submitted as

LT}

‘Other’ included a “repair depot”, “factory” andlfdunctions”.

Insight was then sought into the factors that aally attracted the organisations to Ireland.
The question required the selection of three fadimm a supplied list. The most often
selected, chosen by 50% of respondents was ‘Eduieaté skilled labour force’, followed by
‘Competitive tax regime’, 45%, with ‘Access to EU mket’ 35% (two entries made under
‘other’ were “Proximity to UK” and “Close to customigthese have been interpreted by this

author as ‘Access to EU market’ and as such haee beluded in that total), followed by
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‘Ease of doing business’ on 25%. Three other fact@ost of doing business’, ‘Presence of
an cluster in our industry or activity’ along witultural similarity with U.S.” were all

selected by 20% of respondents (Figure 24).

The quality of the available workforce and managaneehort was reflected in some of the
comments added by participants in the survey.dpaese to “Please describe the highlights
or out performing elements of the investment itaind”, one replied “Ease of operation and
competency of management and work force” while laeroadded “Qualified, experienced
hard working engineers”. This view was shared biye@perating Officer ‘M’ who stated
during interview, “Our people generally have a gogputation in the US, are well thought

of” (COO ‘M, 2012).

The most selected option in Lyons’ survey was ‘Catitige tax regime’, chosen by 44%,
with ‘Access to Irish market’ second on 25%, ‘Ea$éoing business’ third, 21% and

‘Economic and political stability’ on 19% in fourfilace (Figure 24).
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Figure 24 Response to “Please indicate the threeipcipal reasons why Ireland was an attractive destiation at the
time of your initial investment into the country.” Number of responses: 20.

Amongst the reasons listed as ‘Other’ by participamthis survey were the “Grants
available”, "Good experiences with senior staff velne from Ireland” and “Site acquired as

part of larger acquisition”.

When given the opportunity on the questionnairexjpand on the reasons for their
organisation’s Irish investment, one respondengchdite clarity “of legislation and political
stability”, another cited IDA Ireland as being aotgl partner”, while two others, both
operating in the software services sector, indécétat the presence of an industry cluster
and resultant “Skilled workforce in our domain” hadde Ireland “a central country for [...]

expertise with many other U.S. companies having fespurces in Ireland”. As mentioned in
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the literature review, the targeting of industfi@sinvestment in the country through the

creation of industry clusters has been a straté¢fyA Ireland since the 1980's.

Evidence of the effect that clusters have on tloesden making process was provided during
interviews with both Corporate Officer ‘S’ and Ch@perating Officer ‘M’. Characterising
the influence that the prior presence of indusegrp has on suggesting the suitability of a
location as “very definitely an indicator, very thétely a help”, Chief Operating Officer ‘M’
suggested that such clustering pointed to the peesef both potential customers and the
availability of suitable staff (COO ‘M’, 2012). Sitarly, Corporate Officer ‘S’ stated that
investing in a location where competitors were ené$iad the benefit of the organisation not
being alone and at a board level was perceived'path of least resistance” for FDI (CO

‘S’, 2012). These views corroborate the work of Ba@org & Strobl (2001) and in

particular the influence of the “demonstration efé of the prior FDI investments of

industry peers.

The role played by IDA Ireland in securing investmiato Ireland was discussed during both
interviews. Chief Operating Officer ‘M’ stated ththe agency had little if any involvement in
their organisation’s initial investment explainitigat the company was originally “too small
an operation at that time and IDA does not paridylunderstand the [...] business”, adding
“They’re very helpful people, and certainly whecaime to dealing with them in around
about 2010 they were extremely helpful and theltyréaed to pull out all the stops” (COO
‘M’, 2012). Corporate Officer ‘'S’ summarised the manin which IDA Ireland operates

when compared to their competition from other natias follows, “the investment agency
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from Germany would really like you to invest thetteg IDA needs you to invest in Ireland

and that’s the difference” (CO ‘S’, 2012).

While the ability to operate in English was notked highly in either survey, Corporate
Officer ‘'S’ stated that “Ireland and the U.S. sp#ad same language, I’'m not talking about
English, I'm talking about legally”, explaining théne legal systems and frameworks in both
jurisdictions were sufficiently similar that Ameaic companies felt comfortable operating

within the State (CO ‘S’, 2012).

Comparing both sets of survey data, an overlapsikighe reasons organisations indicated
for selecting Ireland as an investment locatior;dbrporate tax regime, access to markets

(either the domestic Irish or regional EU) and ezfsdoing business in the country.

Participants where then asked how their percepmtidhe State as a location for investment
had changed during the time their organisationdhpesence in the country. The question,
“Please indicate how Ireland appears today asaitocfor your investment compared to
when you first invested”, required respondentsslec a single overall rank for the nation on
a scale from “Significantly more attractive”, thghu“Somewhat more attractive”, “No

Change”, “Somewhat less attractive” down to “Sigrafitly less attractive”.

No businesses felt that Ireland was now a ‘Sigaiftty more attractive’ place for their

operation when compared to the time of their ihitigestment. 10% stated that the country
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is ‘Somewhat more attractive’, 40% that their viead not changed from the time of their
original decision and half felt that the countrysaaless attractive location, with 40%
indicating it ‘Somewhat less attractive’ and 10%#gnificantly less attractive’ site for

investment (Figure 25).

m Significantly more attractive

m Somewhat more attractive
No change

mSomewhat less attractive

m Significantly less attractive

Figure 25 Response to “Please indicate how Irelarappears today as a location for your investment copared to
when you first invested.” Number of responses: 20.

Both Corporate Officer ‘S’ and Chief Operating Offit& suggested in their interviews that
the changed regulatory environment in Ireland,esithe problems in the domestic banking
sector arose had made Ireland a less attractiagidaocfor their industries, banking and
insurance respectively. Chief Operating Officer ‘8fmmed up the current environment as a
“lack of clarity coming from the Regulator, lackioterest in developing Ireland and a belief
from the Regulator that everybody is doing wrong” (@®1’, 2012), while Corporate

Officer ‘S’ noted that the regime as it now opedateade doing business in Ireland more
difficult and in order to improve the image of tt@untry, prosecutions of those responsible

for the current situation needed to be seen tod@appO ‘S’, 2012).



The cultural similarity between Ireland and Ameneas selected by 20% of respondents as a
reason for locating. Corporate Officer ‘'S’ during@ithinterview suggested this may be a
factor, but speculated that it was one that “mightn sixth or seventh place” (CO ‘S’, 2012).
Coincidently, that aligns with the factor’s rankimgthe survey. During the interview, the

links between both countries were expanded updm thvé strong Irish-American lobby in

the U.S. and the “well developed” American Chambdé&€a@mmerce in Ireland being
characterised by the interviewee as “useful” incemaging investment into the country (CO

'S’, 2012).

Despite the slip in stated attractiveness as anlddation, when asked “With the benefits of
hindsight, if you were making your investment dexis today, would you still choose to
locate in Ireland?” and given a ranking scale ofagety from “Definitely” through

“Probably” to “Possibly”, 80% of respondents indeé they would still invest in the country.
45% selected “Definitely yes”, 25% “Probably yesital0% selecting “Possibly yes”. 5%
indicated they would not place their investmenir@band, stating their view was “Definitely

not”, with 15% not sure either way.

This finding may contradict sentiment expresseddtypn Chief Operating Officer ‘M’ and
Corporate Officer ‘S’ during interviews when askéxbat how the “brand of Ireland” was
perceived by corporate America. Both felt that tggutation of the nation had been damaged
by the events of the “Celtic Tiger” era and subsatj@geonomic and banking collapse. Chief
Operating Officer ‘M’ characterised the damage Redrettably the brand of Ireland is very,

very severely damaged. Really, that could not be estmated the damage that has been
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done” (COO ‘M’, 2012) while Corporate Officer ‘S’aed that he felt many senior

executives were now “nervous” about Ireland (CO 2812).

m Definitely yes

m Probably yes

m Possibly yes

mDon't know

m Possibly not

= Probably not
Definitely not

Figure 26 Response to “With the benefits of hindshg, if you were making your investment decisions tay, would
you still choose to locate in Ireland?” Number of esponses: 20.

When questioned about the expected net value ofittvestments in the country over the
period 2007-2015, a majority, 55%, indicated theljdved the value of their investment in
the State would increase during the period, 15%itheould decrease, 20% that there would
be no change and 10% indicated that they did nowvk®verall, 20% indicated their
organisation’s investment would increase by betwkdmillion and $10 million, 15% that it
would increase by between $100 million and $500ioni] 10% expect an increase of up to
$1 million and an increase of between $10 milliod 50 million along with an increase of

over $500 were both selected by 5% of respondé&idsie 27).
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Reductions in net investment value between 2007-201p to $1 million were indicated by
10% of respondents, while 5% stated an expecteaulidrtheir investment by between $1

million and $10 million.

H Increase by more than $500m

M Increase of between $100m and

$500m
M Increase of between $10m and

S50m
M Increase of between $1m and $10m

B Increased by up to $1m

® No change in investment value

Figure 27 Response to “Please indicate the expectapproximate net change in value of your investmestin Ireland
between 2007-2015.” Number of responses: 20.

Respondents were asked to indicate what changesplogment levels in their Irish
operations they expected between 2007 to 2015. tderehe outlook of the majority was
positive for their presence in Ireland with 65%igading a net increase in head count during
the period. 15% indicated a decrease in employni®8f, stated that there would be no

change and 10% that they did not know what changesd take place (Figure 28).

20% indicated a net increase of up to 10 jobs, Wit expecting an increase of between 10

to 50 staff, increases of 50-100 positions as a&head count growth of 100-500 were both
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indicated by 10% of respondents while two largerass of 500-1,000 additions and over

1,000 new roles were both chosen by 5% of partntga

Suggesting their organisations would cut head coutite State, 10% of respondents
indicated a reduction of employment of betweenal®Q positions while 5% selected a

shrinking of staff numbers by up to 10.

Lyons, looking at the years 2007 to 2012, found the majority of international MNC’s
invested in Ireland, 69% of those surveyed, hacesmed their head count during the period.
This compares the 65% who stated on this surveythles expected a net increase between

2007-2015.

= Net addition of over 1,000 jobs
m Net addition of 500-1,000 jobs
= Net addition of 100-500 jobs

= Net addition of 50-100 jobs

= Net addition of 10-50 Jobs

= Net addition of up to 10 jobs

= No change in head count

= Net reduction of up to 10 jobs

Net reduction of 10-50 jobs

= Don't know or not applicable

Figure 28 Response to “Please indicate the expectapproximate net change to your head count in Irelad over the
period 2007-2015.” Number of responses: 20.
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4.2.3. View of those not invested in Ireland

13.1% of respondents indicated that their orgaioisathad no presence in Ireland and had no
intention to invest in the country. Given the oVies&ze of the response pool, this represents 3
respondents and as such the data may not be refaéése However, in common with

Lyons, the most selected reason given for compamaesvesting in Ireland is the size of the
domestic market, while the only other area of agewith the earlier findings is the

peripheral location of the country.

In contrast, as noted by Corporate Officer ‘S’ dgriheir interview, Ireland peripheral
location on the western edge of Europe has thergiaga of placing the country one time

zone closer to the operations in the U.S. (CO ‘812).
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Figure 29 Response to “Please indicate the 3 mairasons why Ireland is not an attractive business emonment for
your company.” Number of responses: 3.
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4 .3. Limitations of the research

The author acknowledges the limitations of theasd® The small sample size may be
unrepresentative of the wider community of U.S. tiNitional Corporations while both
time and word count constraints imposed on thege®timited the depth to which the data

could be analysed.

All responses, both to the survey and during theriiews were taken in ‘good faith’ by the
author and were intended to capture the viewsefrttlividuals participating. Furthermore,
all responses to the self-administered questioana@re anonymous with no linkage made or

recorded between the invitation to participate gredanswers given.

4.4 Findings

In reviewing the data from both this survey anddhdier work by Lyons (2012), it is clear
that the key financial factor in attracting U.S.Itimationals to any country is a low corporate
tax rate, but it is not the single most importastiedminant. The cost of doing business in the
country, along with the ease with which organisaioan carry out the functions they locate
there as well as the political stability of the twation were all ranked as the most significant
factors in the decision making process, with actessarkets and a local skilled workforce

being separately identified as the top two attomsia potential host country can offer.
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The results of this survey found that the two grsadvantages U.S. multinationals felt
Ireland offered them as an investment location vaela@v corporate tax rate and the skilled
local work force in the country. Lyons, found theaeked third and fourth. Access to E.U.
Markets was in the top four most chosen optiortsoithh papers, with ease of doing business

in the top six of each.

Other aspects of the Irish tax code are also sogmif factors including the network of bi-
lateral double tax agreements which benefit orgdinss that place European headquarters
operations in the State, and the legal structin&satilow for transfer pricing arrangements on

intellectual property rights.

The challenges facing Ireland in attracting invesitare greatest with regard to the cost of
doing business in the country and uncertainty sungdong the instability in the Euro Area
along with the size of the domestic market. Concatss exist within the Financial Services
Sector surrounding the increased regulatory buatelhpotential for additional legislation
that may negatively impact on the ease of doingniess in the country. As both this survey
and the earlier work by Lyons found, ease and @bdbing business in a host country are in
the top three most significant factors in attragimvestment, these findings suggest Ireland
may be losing some of its allure for investorstipalar those in the financial sector, which

is, as noted in the literature review, a primargea sector for IDA Ireland.
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Even so, despite the survey finding that sentint@mairds Ireland by those already invested
in the country is neutral to negative with regardhow attractive the country appears when
compared to the time of their original investmeti% neutral, 50% negative), the majority,
80% indicated that, with hindsight, they wouldlstivest in the State, including 45%

emphatically stating a “Definitely yes”.

This favourable disposition is borne out by the 5&%espondents who indicated a net
increase in the Dollar value of their investmentthie country between 2007-2015, and 65%

who stated that employment in their Irish operatiamuld increase during the same period.

The professionalism and positive role of the Sitateard investment agency IDA Ireland in
attracting investment was a recurring theme. ABrmiewees spoke highly of the Agency and
individuals within it and how well they regardedritcomparison to the international
competition. Respondents to the survey also sintijlech out for mention. This, against a
backdrop of Euro Area uncertainty and the suggesifoeputational damage done to the

country following the fall out of the property bubb

With regard to soft factors, such as Irish-Ameritias, this survey found no strong linkage
to suggest they act as driving factors in investndegisions. 20% of survey respondents
selected cultural similarity with the U.S. as omé¢heir three reasons why their organisation
originally located in Ireland, while 15% indicatdeey felt such ties were a competitive
advantage that the country offered. The preseneestbng Irish-American Lobby in the

U.S. and well establish Irish branch of the Amari€Ghamber of Commerce were
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characterised as “helpful” in easing the selectibiieland by Corporate Officer ‘'S’ in an

interview (CO ‘S’, 2012).

Overall, the findings of the survey indicate thaspite concerns surrounding the cost of
doing business in the State or issues with reguiat the financial services sector,
regardless of worries about the Euro Area crisss@ndition of the national finances, all of
which are leading to a general belief amongst ixjstivestors that Ireland is a slightly less
attractive place to do business than when themilyiinvested, U.S. Multi-National
Corporation’s remain positive about Ireland andisas a location that is a source of a
quality skilled and educated workforce, where génerally easy to operate, that offers good
government incentives and is somewhere they sesiadss and legal similarity with
America, if not necessarily a cultural one. Thithau speculates that much of that may be

down to the success of IDA Ireland in establishimdystry clusters.

4.5. Summary

This chapter reviewed and analysed the data celldry the questionnaire and through
interviews with senior executives in American MiNi@ational Corporations. The findings
suggest that despite concerns surrounding ecorammdi¢inancial factors, U.S. MNC'’s

remain positive about Ireland as an investmentioca

While the driving factors behind the selectionafdtions for FDI are predominantly

financial, ‘Corporate America’ has a positive vieireland.
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As Chief Operating Officer ‘M’ noted when asked abthe influence that the cultural ties
between Ireland and American have on where U.Spaores locate their overseas

investments, “People are quite happy if Ireland esmp trumps, but it is a cold blooded

market access decision” (COO ‘M’, 2012).
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5. Conclusions and Recommendations

5.1 Introduction

This chapter will review the findings of the resdain order to draw conclusions and make

recommendations as to how the findings may be used.

5.2 Conclusions

The findings of the research point to a wide sdaofors influencing the choice of host
country for U.S. FDI. While the key factors suchcast of doing business, tax rates and
availability of a pool of skilled labour can be swtered to support the rational choice thesis,
as outlined by Bandelj (2001), suggesting invesanesseeking to maximise profit with their
choice of location, the fact that American compartentinue to invest in Ireland while costs
and other factors such as economic stability ati@xge rate risk remain a concern suggests

that other factors may also be at play.

The role played by IDA Ireland cannot be discountest can the creation of industry
clusters and the support mechanisms provided by #red by the American Chamber of
Commerce Ireland to existing and potential investOrdtural and legal similarities between
Ireland and the U.S. while not ranking highly oe 8urveys may also be contributing to the

sense of an “ease of doing business”.
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In essence, this author suggests, that the anewlee guestion posed by the paper; “What is
the attitude of U.S. Multi-National Corporations tngs Ireland as an investment location?”
can be summed up as follows; that, despite consemmeunding the cost of doing business
in the country and issues related to national ammd Brea finances, U.S. corporations have a
favourable disposition towards the country and gamewhere American firms are

‘comfortable’ to locate in and do business.

This is borne out by the number of companies plagio increase their net investment and
levels of employment in the State between 2007281d%. Echoing the sentiment expressed
in the survey with regard to on-going and futuneestment by companies already located in
Ireland, in May 2012, Intel Corporation, one of flist major investors from the ICT sector
into Ireland and a major employer in the countppleed to Kildare County Council for
planning permission to construct a new 162,000 $epbrication Plant (Fab) at their existing
Leixlip facility (O’Halloran, 2012). Permission fohe development was granted the
following August (Mulligan, 2012) and if the projgaroceeds it will represent the first

investment by the company in Ireland since 2004.

5.3 Recommendations

This author suggests there is scope for furtherares in a number of topics within this area.

First, identifying all the factors that contributethe ease of doing business in Ireland and

how each is perceived by U.S. MNC’s may help to meitge what role, if any, cultural
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similarities between the two countries plays initheestment decision. Secondly, an industry
sector based review of investors may provide greasgyht into to the broad range of factors

selected as key to investment decisions.

Based on conversations between this author andar gamtner in the Dublin based law firm
that sponsored the earlier work by Lyons, a reg@aunning of that survey is expected.
There is scope for that research to include sontleeofactors investigated in this paper.
Furthermore, investigation of the factors influemgcspecific industries investment decisions
with regard to Ireland may be of benefit as thatid@ssist IDA Ireland with its targeted

campaigns to attract future investment.

The findings of this survey, the earlier work byog and the reports of the National
Competitive Council all indicate that more work ided to contain the cost of doing
business in the country. Equally, based on data the interviews, steps should be taken to
ensure that in regulated sectors, prudent, robngsappropriate levels of oversight are

exercised to protect both consumers and the tagrpasile also attracting new investment.
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Appendix | — Questionnaire

Following is the questionnaire used in the onliek-administered survey. The questions are
adapted from Lyons (2012) and were written in EE&glish to accommodate the majority of

participants.

Using the features within the SureveyMonkey websjteestion 14 was used as the trigger to
branch respondents through different paths on dgilestgpnnaire. Participants indicating their
organisation was invested in Ireland were thengiresl with the pages “Invested in Ireland
1 of 2" and “Invested in Ireland 2 of 2”7, thosettsalected “Not invested with plans to
invest” were routed through the “Planning to inviesireland” set of questions while all
others received the “Not Invested or Reduced Investrm Ireland” page. After which, all
participants rejoined the same track through thestionnaire at “View of Ireland as an

investment location”.
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Investing in Ireland

Thank you for taking the time to complete this survey on the attitudes of US companies to FDI
and in particular, investing in Ireland. Your understanding and insight are important and will make
a significant contribution to the findings and accuracy of the research paper.

This survey should take around 5 minutes to complete and your answers will be completely
anonymous.

The survey will comprise of a maximum of 30 questions and all, apart from some clearly marked as
optional, require an answer in order to progress through the survey. Questions requiring multiple
selections will clearly state the number of responses to make. Most multiple selection questions will
require you to pick 3 items from a list, unless otherwise stated, and all will allow you to add an
option if you so choose.

Navigation through the survey is straight forward and if you miss a question or option then you will
not be able to move to the next page, in which case a message will appear above to the question to
indicate what information was required.

* Simply click on items to select or deselect them.

* Click the [ Next ] button at the bottom of the page to continue to the next page.

* Click the [ Previous ] button to return to the previous page.

* Click the [ Exit the Survey ] button at the top of the page if you want to leave the survey without
submitting your responses.

* Click the [ Done ] button on the final page to submit your survey.

If you have any queries or comments about this survey or the research then please feel free
to contact me at eoghan.stedman@student.ncirl.ie.

Please click the [ Next ] button below to begin.
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Investing in Ireland

Personal Information

1. Do you have responsibility for, or familiarity with your company's international
investment decisions?

Yes

No

2. Are you familiar with your company's current or prospective investment(s) in Ireland?

Yes

No

3. Which of the following best describes your job title?
CEO/President/Managing Director
COO/Head of Operations
CFO/Treasurer/Comptroller
CRO/Chief risk officer
Chief Compliance Officer
Other C-Level Executive
Other Board Member (incl. Non-Executive)
SVP/VP/Director
Head of Business Unit
Head of Department

General Manager

Other (please specify)
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Investing in Ireland

Company Background Information

4. In which U.S. State is your company headquarters based?

State: I I

5. What is your company's primary industry?

Aerospace/Aviation Government/Public Sector
Agriculture/Agribusiness ICT/Software/Hardware/Services
Automotive Leisure/Travel/Tourism
Chemicals/Petrochemical Life Sciences

Consumer Goods Logistics/Distribution
Construction/Real Estate Manufacturing

Energy/Natural Resources Professional Services
Education Retailing
Entertainment/Media/Publishing Telecoms

Financial Services

Other (please specify)

6. Including the U.S. in how many countries worldwide do you have operations?

5 or Fewer
Between 6 and 10
Between 11 and 20

21 or More

7. What is your organization's approximate global annual revenue in US dollars?
Up to $250m
$250m to $500m
$500m to $1bn
$1bn to $5bn
$5bn to $10bn

Over $10bn
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Investing in Ireland

8. What is your organization's approximate global head count?
Fewer than 100
100 to 500
500 to 1,000
1,000 to 5,000
5,000 to 10,000
10,000 to 50,000

Greater than 50,000
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Investing in Ireland

Global Investment Decisions

9. What are the 3 primary factors that attract your business to invest in an overseas

location?
Access to natural resources/raw materials
Access to markets (domestic or regional)
Access to government
Availability of key skills (eg, language)

Government incentives (Tax, Capital Grants etc.)

Other (please specify)

Legal regime in target country
Educated labor force

Local labor costs.

Local non-labor costs

Workforce flexibility

10. Please rank the significance of the following characteristics of investment locations

to your worldwide direct investment decisions.

Somewhat significant

Not significant
Ease of doing business
Political stability
Cost of doing business
Fiscal stability
Access to raw materials

Quality of physical
infrastructure (roads, ports,
airports, utilities etc.)

Intellectual property
protections

Tax incentives for investors

Working day overlap with
head office

“Light Touch” regulation

Cultural similarity with the
uU.s

Access to pool of local
skilled labor

Quality IT infrastructure
(telecoms, broadband etc.)

Tax treaty with U.S.

Ability to speak the
English language

Ease of attracting key
international staff (cost of
living, quality of life, etc.)

Direct flights to your
company'’s head office city
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Investing in Ireland

11. With respect to financial incentives offered by host countries; what are the 3 most
important types of incentive for your company?

Low corporate tax rate R&D tax credits

Double taxation agreements with the U.S. Capital grants

Transfer pricing taxation arrangements Low personal tax rates

Access to local sources of credit and funding Low total tax rate (i.e. total taxation burden placed on a
company, includes 'profits tax’, social charges etc.)

Training and other human resources grants

Other (please specify)
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Investing in Ireland

Global Investment Decisions

12. In your view, which 3 host countries (excluding Ireland) offer the best overall
conditions for your company as a direct investor?

Australia Japan
Belgium Mexico
Brazil Netherlands
Canada Russia

China (PRC) Singapore
France Spain
Germany Sweden
Hong Kong Saudi Arabia
India Switzerland
Israel United States
Italy United Kingdom

Other (please specify)

13. What are your primary sources of information about potential investment
locations?
(Please select 3)

Professional advisor (e.g. legal or accountancy firms)
Financial and business press

Inward investment agency of target country
Annual reports

Industry colleagues

Trade fairs and exhibitions

Existing corporate investments/divisions
Work colleagues

U.S. Government sources

Industry peers & competitors

Personal contacts

Previous experience

Other (please specify)
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Investing in Ireland

14. With regard to investing in Ireland, which statement best reflects your company's
actual and planned net position over the period 2007 - 2015?

Invested in Ireland with net investment increasing over the Not invested in Ireland with plans to invest during the period.
period

Invested in Ireland with no change in net investment over the Not invested in Ireland having divested during the period.
period

Invested in Ireland with net decrease in investment over the Not invested in Ireland with no plans to invest during the
period. period.
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Investing in Ireland

Invested in Ireland 1 of 2

Less than 5 years
Between 5 to 10 years
Between 11 to 20 years
Between 21 and 30 years

More than 30 years

over the period 2007-2015.
Net addition of over 1,000 jobs
Net addition of 500-1,000 jobs
Net addition of 100-500 jobs
Net addition of 50-100 jobs
Net addition of 10-50 Jobs
Net addition of up to 10 jobs

No change in head count

in Ireland between 2007-2015.

Increase by more than $500m

Increase of between $100m and $500m
Increase of between $50m and $100m
Increase of between $10m and $50m
Increase of between $1m and $10m
Increased by up to $1m

No change in investment value

15. How long has your company been invested in Ireland?

16. Please indicate the expected approximate net change to your head count in Ireland

Net reduction of up to 10 jobs

Net reduction of 10-50 jobs

Net reduction of 50-100 jobs

Net reduction of 100-500 jobs

Net reduction of 500-1,000 jobs

Net reduction of over 1,000 jobs

Don't know or not applicable

17. Please indicate the expected approximate net change in value of your investments

Decrease by up to $1m

Decrease of between $1m and $10m
Decrease of between $10m and $50m
Decrease of between $50m and $100m
Decrease of between $100m and $500m
Decrease by up to $500m

Don't know or not applicable




Investing in Ireland

18. Please indicate the three principal reasons why Ireland was an attractive destination
at the time of your initial investment into the country. (Select 3)

Competitive corporate tax regime Access to government

Access to EU market Workforce flexibility

Economic and political stability Good physical and IT infrastructure

Certainty/clarity of legislation Educated and skilled labor force

Sector-specific tax incentives (e.g. R&D credits, low royalties) Ease of doing business (eg, low bureaucracy, good labor relation)

Access to Irish market

Transfer pricing rules
Interest rates

Overlap of Irish and U.S. working day
Bi-lateral tax treaties

Ability to operate in the English language
Cost of doing business

Personal tax rates
Presence of a cluster in our industry or activity

Flexible labor laws
Member of the Euro Area/currency stability

Direct transport links from the U.S.
Competitive labor tax regime

Cultural similarity with U.S.

Other (please specify)

19. Optional: Please comment on any other factors/items/circumstances that contributed
to the selection of Ireland as a location for your investment. (You may skip this question
by leaving the box blank.)

20. Please indicate which business functions you have located in Ireland. (Select all that
apply).

Back office/shared services/internal support function

Core business function: customer service delivery

Core business function: manufacturing

Customer call centre/customer support service

Headquarters

R&D

Treasury operations

Other (please specify)
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Investing in Ireland

Invested in Ireland 2 of 2

21. Please indicate how Ireland appears today as a location for your investment
compared to when you first invested

Significantly more attractive
Somewhat more attractive
No change

Somewhat less attractive
Significantly less attractive

Please feel free to comment

22. Optional: Please describe the highlights or out performing elements of the
investment in Ireland. (You may skip this question by leaving the field blank.)

23. Optional: Please describe the most significant disappointments or under
performing aspects of the investment in Ireland. (You may skip this question by leaving
the field blank.)

24. With the benefits of hindsight, if you were making your investment decisions today,
would you still choose to locate in Ireland?

Definitely yes
Probably yes
Possibly yes
Don't know
Possibly not
Probably not

Definitely not
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Investing in Ireland

Planning to Invest in Ireland

25, Please indicate the three principal reasons why Ireland is an attractive destination
for your investment. (Select 3)

Competitive corporate tax regime Access to government

Access to EU market Workforce flexibility

Economic and political stability Good physical and IT infrastructure

Certainty/clarity of legislation Educated and skilled labor force

Sector-specific tax incentives (e.g. R&D credits, low royalties) Ealls(nT of)doing business (eg, low bureaucracy, good labor
relation

Access to Irish market

Transfer pricing rules
Low interest rates

Overlap of Irish and U.S. working day
Bi-lateral tax treaties

Ability to operate in the English language
Cost of doing business

Personal tax rates
Presence of a cluster in our industry or activity

Flexible labor laws
Member of the Euro Area/currency stability

Direct transport links from the U.S.
Competitive labor tax regime

Other (please specify)

26. Optional: Please comment on any other factors/items/circumstances that
contributed to the selection of Ireland as a location for your investment. (You may skip
this question by leaving the box blank.)

27. Please indicate the planned approximate net change to your head count in Ireland
up to 2015.

Addition of over 1,000 jobs Addition of 10-50 jobs
Addition of 500-1,000 jobs Addition of up to 10 jobs
Addition of 100-500 jobs No change in head count
Addition of 50-100 jobs Don't know or not applicable

28. Please indicate the expected approximate value of your investments in Ireland up to
2015.

More than $500m Between $1m and $10m
Between $100m and $500m Up to $1m
Between $50m and $100m Don't know or not applicable

Between $10m and $50m
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Investing in Ireland

29, Please indicate which business functions you plan to locate in Ireland. (Select all
that apply.)

Back office/shared services/internal support function

Core business function: customer service delivery

Core business function: manufacturing

Customer call centre/customer support service

Headquarters

R&D

Treasury operations

Other (please specify)
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Investing in Ireland

Not Invested or Reduced Investment in Ireland

30. Please indicate the 3 main reasons why Ireland is not an attractive business
environment for your company. If your organization has no investments outside of the
U.S. then select "No overseas investments” and no other options.

Size of domestic market Quality of IT infrastructure

Global economic factors Workforce/industrial relations issues

Economic uncertainty surrounding the Eurozone Difficulty in finding skilled labor

Possibility of a tax increase or removal of tax benefits Peripheral geographic location/poor links to other markets
Lack of investment incentives Quality physical infrastructure

Industry specific regulatory issues Restructuring and/or downsizing of entire business

High wage costs compared to other locations Poor previous experience doing business in Ireland
Difficulty securing local funding/credit Lack of direct air links to head office location

High non-wage costs, including energy and property No prior industry experience or cluster in the country

Red tape and excessive bureaucracy No overseas investments

Other (please specify)

31. Optionally, if you wish to comment on your firm's experience operating in Ireland or
on any reason why Ireland was not selected for an investment, please feel free to do so
here. (You can skip this question by leaving the box blank.)
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Investing in Ireland

View of Ireland as an investment location

investors?
Access to EU market
Legal and fiscal stability
Competitive corporate tax rate regime
Educated and skilled local work force
Ease of doing business in general
Existing clusters (eg, R&D, technology, funds administration)
Access to skilled labour from across the EU
Double taxation agreements with US

Access to government

Other (please specify)

business/investing in Ireland?
Size of domestic market
Instability in the Eurozone
Uncertainty in relation to government finances
Cost of doing business
Red tape and bureaucracy
Poor transport and physical infrastructure
Total tax burden

Potential for change to US corporate tax rules

Other (please specify)
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32, In your view, what 3 competitive advantages does Ireland have to offer US

Working day overlap with US

Transfer pricing arrangements

Sector-specific tax incentives (eg, R&D Tax Credit)
Only English-speaking member of the Eurozone
Ability to attract international staff (beyond EU)
Strong IT and telecoms infrastructure

Work ethic of Irish workforce

Cultural ties with the US

33. In your view, what are the 3 biggest risks or disadvantages of doing

Poor IT and communications infrastructure

Lack of skilled labour

Work ethic of Irish workforce

Limited direct flights to US cities

Perception of Ireland as corrupt/poorly regulated

Peripheral geographic location/poor links to other markets

No industry clusters/prior experience




Investing in Ireland

34. In terms of the following aspects of business cost, how does Ireland compare to the
other jurisdictions (outside your home market) in which you do business?

Significantly less Somewhat less Somewhat more Significantly more
About the same N/A or don't know

expensive expensive expensive expensive
Wages and salaries
Raw materials
Overall tax burden
Commercial rents
Insurance
Utilities, infrastructure

Professional services
(legal, accounting etc)

Cost of living

Please feel free to comment

35. In terms of the following aspects of the tax regime, how does Ireland compare to the

other jurisdictions (outside your home market) in which you do business?

o Significantly
Significantly worse Somewhat worse  About the same Somewhat better bett N/A or don't know
etter

Corporate tax rate
Total tax rate
R&D tax credits

Network of double-taxation
treaties

Personal tax rates
Training grants
Other incentives

Implementation of
Regulation/Oversight

Please feel free to comment
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Investing in Ireland

36. In your view, if Ireland were to implement changes, which 3 of the following actions
would do most in order to boost the investment attractiveness of the country for your

firm?
Lowering corporate tax rates Increased intellectual property protections
Better support for small, entrepreneurial businesses Direct air links with more key US cities
Increased investment incentives Establish industry specific clusters
Better regulatory policies Lowering commercial rents

Secure certainty on US government position regarding

Promoting science & mathematics in schools
corporate tax arrangements

Reduced bureaucracy surrounding relocation (eg, work

permits)
Closer links between government and business
More competition in professional services (legal, accountancy) Leave the Eurozone
Lowering personal income tax rates Reduce level/perception of corruption
Fewer links between government and business Secure EU guarantee on corporate tax rate

Other (please specify)
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Investing in Ireland

37. Thank you again for participating, you have now finished the survey.
Please feel free to add any comments in the box below. Click [ Done ] to
submit your answers. In order to preserve the anonymity of the survey
please do not add any information that could be used to identify you or your
organization here.

If you are willing to participate in short follow up phone interview to explore
some of the issues raised in the research please let me know by mail at
eoghan.stedman@student.ncirl.ie or reply to the original mail request you
received.

Best Regards,

Eoghan Stedman,
National College of Ireland.
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