
1

ICELAND THE STRATETIC CHOICE
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Iceland think it s just ice?

January: -0.5°C 

July: 10.6°C 

Is Iceland Icy?

Is Iceland cold?

Is Iceland inhabitable?

These kind of questions you often get from those who have never 
visited the country.

In fact the name Iceland is not the best brand name for a country 
who is attracting tourists and investors.

Some tourists who have been pleasently surpriced over our mild 
climate have suggested that we should put an n infront of the name 
and call it Niceland. That is perhaps not so stupid afterall.

In fact the climate is much milder than might be expected, especially 
in the winter.

The mean temperature  in the capital city, Reykjavik, is -0.5°C in 
January (similar to New York) and 10.6°C in July reaching more and 
more frequently up to 15-20°. 

I dear not  say- thanks to the global warming- but there are of 
course strong indications for this connection.
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103,000 km2

300,000 inhabitants

Iceland is a large country with a small nation of 300.000 inhabitants.  

The country is comfortably positioned between USA and Europe, 
The density of the population is three persons per square kilometer. 
The south west part of Iceland around Reykjavik is inhabited by 
some 160.000 inhabitants. Rest of the population is schattered 
around the country along the coast side.
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We are doing well at the moment and that we are thankful for. 

We are very fortunate to have good economic growth for the last 10 
years, topping at the moment at 5.5% annual increase. 

This has enabled us to be recorded to have one of the highest living 
standard in world.  
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Iceland is Competitive

Competitiveness: 1st in Europe, 4th Worldwide

Economic Freedom:                    5th Worldwide

Low Corruption:                           1st Worldwide

Global Creativity Index:              7th Worldwide

Quality of Life:                             3rd Worldwide

Iceland is internationally competitive in all the important areas for 
business operations as has been confirmed by a number of 
distinguished comparative studies.

These are areas which are considered to be important for foreign
investors who would consider to locate their business activities in 
Iceland.  
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Active in Foreign Investments

Over 100,000 people
in 14 countries

are employed by
Icelandic investors

Before I start to explain what makes Iceland an attractive location for 
investments, I would like to  draw your attention to the fact that 
Icelanders themselves have indeed been very active in foreign 
Investments

For the last 3-4 years, Icelandic companies have gained world wide 
reputation for large investments outside Iceland, especially in 
European retail chains, food industries and banks.

Companies owned by Icelandic investors employ today over 
100.000 people in 14 countries. 
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Icelandic FDI abroad by sectors
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As this chart confirms the two fastest growing sectors for Icelandic 
FDI abroad have been in financial activities and food products with 
trade growing as well.
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Icelandic FDI abroad by location
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The Icelandic FDI abroad has mainly focused on Europe, not least
UK and the Scandinavian countries.
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FDI in Iceland by sector
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Next let´s look at Foreign Direct Investmen in Iceland

Look at this chart and notice the strong characteristics. 

As you can clearly see, the main investment is in knowledge based 
industry like software, research and IT based industry.Since 2003 
some 800 million USD have been invested by foreign investors in 
these secors

Foreign investments in the aluminium industry has been growing 
rapidly the last 3 years and will continue to grow over the next 4-5 
years at least, if plans for new smelters materialize.

It is therefore mainly knowledge based businesses, and power and
capital intensive industry who have been the main areas of foreign 
direct investment in Iceland the last 3-4 years. These areas will 
continue to play the dominant part in the growing foreign investment 
in the coming years.

We will get back to some of these sectors and the reason behind 
their growth.
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FDI in Iceland by origin
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The bulk of the FDI in Iceland comes from Europe while almost all 
the rest comes from America.
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Iceland´s potentials for investment

World Investment Report 2005:

Actual Performance 
Investment Index:
Iceland #76

Potential Performance 
Investment Index:
Iceland #14

Actually we are in general seen as a much more actractive location 
than our actual performance is indicating.

According to World investment report, we are number 76 according to 
actual performance investment index, but number 14 when it comes to 
potential performance.

We obviously therefore have to inform international investors better 
about our competitiveness.
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Why invest in Iceland?

Compact society 
minimum red tape

Competive tax legislation
Expanding finance sector
Strategic location
Political stability
Advanced infrastructure
Educated population
Safe society

So what will attract more investment to Iceland?

Here are some of the answers.
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Small is beautifulSmall is efficient

First, small is not only beutiful. 

Small is also efficient and minimizes red tape

Short chains of command enables you to complete your task swiftly 
and fast.

We, the Invest in Iceland Agency, can give you an easy access to all 
relevant decision makers within the government and in the business 
community with short notice since most things are only a phone call 
away.  

This is very important
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Attractive Business Environment

Low corporate taxes
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We have one of the lowest corporate taxes in the world. 

Instead of offering special incentives Iceland has focused on making 
the whole business environment more competitive and attractive for 
companies. 

Emphasis has been put on making the tax system simple and 
effective, lowering taxes and broadening the tax base.

Corporate Income tax in Iceland is now only 18%, one of the lowest 
in Europe and among the OECD member countries
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Advantages and tax benefits in Iceland
The company can be used 
for both active business and 
holding simultaneously
No net wealth tax
No legislation on Controlled 
Foreign Corporations
No legislation on thin 
capitalization
No branch profits taxes on 
repatriated profits

Iceland offers a number of tax benefits for all kinds of operations, whether 
it is ordinary businesses, branch offices, financial service companies or 
holding companies. I will just adress few of them and the most important 
ones.

There is no legislation on CFC´s. As you know, where applicable, CFC´s 
taxation rules apply to foreign financial companies controlled by the 
resident company, if the effective overseas tax rate is essentially lower 
than the resident corporate tax rate. CFC´taxation rules are valid in 
Denmark, India and US as an example

No legislation on thin capitalization as is the case in both Denmark and UK 
as an example. (dept to equity ratio)

No taxes on branch profits from non-resident companies
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Advantages and tax benefits in Iceland
Corporate dividends not 
taxable
Consolidated returns 
available for companies 
under 90% common control
Corporate Double taxation 
treaties available for 27 
countries (France incl.)
No annual return filing fees!

Consolidated returns is available for companies under 90% common
control. In Denmark the same applies for 100% but 80% in US. 
Consolidated returns are not at all available in UK.

Resident companies can apply for joint taxation if one company owns 
at least 90% in another company. Joint taxation means, inter alia, that 
losses of one company can be set off against profit of the other
companies. Joint taxation must persist for at least five years. If a joint 
taxation is put to an end, at least five years have to pass by until joint 
taxation can be granted again. Joint taxation may not be extended to 
non-resident companies.
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Strategic Location
Europe: 2-3 hours
USA: 5-8 hours

Europe: 3 days
USA: 7 days

Iceland is the bridge between North America and Europe.

In fact we have had companies deciding on location based 
on the fact that we have good relations both to USA and to 
EU.

Traveling and transport distances are also within acceptable 
limits. 
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Best of both worlds
North America Europe

Welfare

Indvidualism

Entrepreneurship

Some have pointed out that Iceland lies midway between Europe and 
America not only geologically but also culturally, enjoying both the 
comprehensive Scandinavian health care and educational system and 
the North American belief in entrepreneurship and individual freedom.

This is a dynamic mixture.

International studies have consistently shown that entrepreneurial 
activity in Iceland is among the highest in the world and much more in 
line with USA and Canada than the rest of Europe. (Global 
Entrepreneurship Monitor 2004).
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500 million

Bridging Markets

300 million

Iceland is bridging two of the world´s strongest market: The North 
American and the European.

Icelanders have close relations both with North America and Europe, 
business-wise and culturally.
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