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What is competitiveness?

Competitiveness encompasses all those factors
which impact on the ability of firms in Ireland
to compete on international markets in a way
which provides our people with the opportunity
to improve their quality of life.



Key findings

» Competitiveness is improving:
= costs are falling;
= skills availability has improved,;

= pressures on infrastructure have weakened as demand has fallen
and as major projects are completed; and

= some exporting sectors are performing relatively well.

» However significant challenges remain:
= high levels of unemployment;

high private and public debt levels;

a high cost base;

weak productivity performance; and

limited access to new credit.
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Despite the sharp’decline in Irish living standards,
national income levels (GNP based) remain close to

euro area average

Levels of GDP per capita in constant prices (US$ PPP)
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net exports...but

Contribution of Net Exports to GDP
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Source: Forfas calculations, CSO National Accounts.



Public debt iIs growing rapidly

General Government Debt (as a % of GDP), 2000-2011F
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Source: Eurostat, Economy and Finance; and European Commission, Spring Economic Forecasts May 2010



Household Borrowing Per Capita, 2010 Q1
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Gross Public Expenditure on Pensions (as a % of GDP), 2007-2050
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Source: European Commission, DG EcoFin, Pension schemes and pension projections in the EU-27 members, October 2009.
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Private sector investment has collapsed

-from an average of 24.6% of GNP over the 2005-2008 period to 13.4% in 2009

Gross Fixed Capital Formation by the Private sector (as % of GDP)
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Irish exports held up well during the crisis...but
countries which experienced sharp falls in 2009

are rebounding in 2010

Annual Growth in Exports Goods and Services, 2005- 2010F

15%

—&— |reland —&—curoarea 13 —#— OECD-28
10% -

5%
0%
-5%
-10%
-15%
-20%

] © N~ [} (o2} o

o o o o o ~

o o o o

N N N N N N

Source: OECD Economic Outlook 86, December 2009



)
)
-
@)
@)
)
p -
-
@)
o
-
@)
>
-
@)
-
s
)
)
=
qv]
-
)
-
)
@)
-
qv]
&
-
@)
(P
-
)
Q.
a
LL

(@)
=
©
il

D

-

©

Stock of Inward Direct Investment (as %

Rate of Return to US-Owned Companies,

a2"NNO

[adnin)}

120%

2009

35

2005

(RiLE

10

1
]
I ——
———
]

L]

#2005

02009

100
80
60°
40
20

0

ueder
BULYD
eLpu|
22403 yinosg
Areay

sn
AuBLuaas
|BZ-AD30
12euas|
puejod
puejuLy
Soued
Hn

uteds

AdeBunpy

pueiesz
P R=TN]

sdewuaq
Uapasms

dgo pueyad|
s

PUEjd=L 3=k

PUBISZILANS

dND pueE1Sd)

aaodesSulg

Soue.ay
puejod

Hn

Aea)
AueLuasa
puelesz AMman
enediIsny
Zl-22ae odna
PUeEluLY
epeUues)
MaeLuuag
ueder
siodeBulg
urecs
spuBdaLIapn
elpu|

es40y Yinos
IZzeag

BuULyD
PUBISZILANG
puesd)

AdeBunp

Source: Forfas Calculations, UNCTAD World Investment Report, 2009

Source: US Bureau of Economic Analysis



Productivity

SUSTAINABLE
GROWTH

ESSENTIAL
CONDITIONS

Business Productivity Prices Labour
Performance and Supply
Costs

FOLICY

INPUTS Business Physical Knowledge
Envirenment Infrastructure Infrastructure



Average Annual Growth in Output per hour Worked, 2001 -2009
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Prices and Costs
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= |reland experienced a 7.7% loss

in cost competitiveness (real
HCI) between January 2005 and
April 2008 .

Ireland has regained some of its
competitiveness since then
because of falls in relative
prices and favourable exchange
rate movements vis-a-vis key
trading partners.

In May 2010, Ireland’s real HCI
was 6.1% below the January
2005 value. However, the real
HCI remains 19% above the
January 2000 level.

Deterioration

Improvement
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Labour costs - unit labour costs are falling but

performance varies by sector

Annual Change in Unit Labour Costs
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Property - still amongst the most expensive

despite significant falls in prices

Cost of Renting a Prime Office, 2006 -2009
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Energy costs fall significantly but likely

to be cyclical

Industrial Energy Prices for Large Energy Users, 2007 -2009
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decreased by more in

12007 12008 12009 |

0.14

Ireland (24%) than in 0.12
any other o
benchmarked location. :
= This downward 5
adjustment is largely i
due to the steep =
decline in global fuel
prices (gas and coal) .
and temporary rebates -

which are to be phased
out by the end of 2012

France
Finland
Greece

Poland

Denmark
Spain
Ireland
Hungary

Netherlands

Source: Eurostat, Environment and Energy



Business services costs decline

Services Price Index, 2006=100
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Accountancy costs fall significantly but only

marginal declines in legal services costs

Accounting and Legal Services Index, 2006=100
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The steep rise in hemployment is affecting all parts of
society...but those with lower educational attainment are

more likely to be unemployed

Unemployment, Standardised Rates Unemployment (%) by Educational Attainment
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Total Government Revenue and Expenditure (as % of GDP) 2010F
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Tax wedge on labour has risen over the last

three budgets

Fig. 5.06 Married Couple, 2 children Fig. 5.07 Single Person on 167% of Average Wage
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Cost of credit and access to credit remain more

challenging than in the euroarea average

Fig. 5.10 Overdraft Interest Rates, Fig 5.12 Change in Credit Standards for
2005-January 2010 Loans for Enterprise (1-5)
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Improving broadband infrastructure Is essential to

support irish exporters (particularly services)

Fixed Broadband Lines by Speed, January 2010
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Educational atfainment of younger people is a

key strength...but performance is relatively

average

Population by Age Cohort that has third
level education
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Source: OECD, Education at a Glance, 2009
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Business R&D has grown significantly. Most
business expenditure on R&D iIs undertaken by

foreign owned companies.

Business Sector R&D Expenditure by Firm Type, 1995-2007
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