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IntroductionIntroduction

�� Economic crisisEconomic crisis

•• Irish economyIrish economy

•• Northern Ireland economyNorthern Ireland economy

�� Preparing for recoveryPreparing for recovery

•• Public financesPublic finances

•• CompetitivenessCompetitiveness

�� Future growthFuture growth

•• Regional implicationsRegional implications

�� ConclusionsConclusions

Failure of Irish PolicyFailure of Irish Policy

�� Stability and Growth Pact a distractionStability and Growth Pact a distraction

•• Needed a large surplus e.g. FinlandNeeded a large surplus e.g. Finland

•• The opposite happenedThe opposite happened

�� Building squeezed tradable sectorBuilding squeezed tradable sector

�� Failure of banking regulationFailure of banking regulation

�� Bubble burstBubble burst

�� Fiscal crisisFiscal crisis

•• Structural deficit c. 6% of GDPStructural deficit c. 6% of GDP

•• After 2010 Budget 3% to 4%After 2010 Budget 3% to 4%

Housing InvestmentHousing Investment
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Failure of UK policyFailure of UK policy

�� Regulatory failure in bankingRegulatory failure in banking

•• Building not a key elementBuilding not a key element

•• Though property market did not helpThough property market did not help

�� Public finance crisisPublic finance crisis

•• Structural deficit c. 6% of GDPStructural deficit c. 6% of GDP



Housing, % of GDP, 1970Housing, % of GDP, 1970--0505

AverageAverage MaxMax MinMin 20052005

FranceFrance 5.45.4 7.97.9 4.14.1 4.64.6

GermanyGermany 6.56.5 8.28.2 5.25.2 5.65.6

UKUK 3.63.6 4.54.5 2.82.8 3.93.9

IrelandIreland 6.16.1 13.913.9 3.73.7 13.913.9

SpainSpain 5.45.4 8.98.9 4.14.1 8.98.9

Poland, 1996Poland, 1996--0505 2.62.6 3.03.0 2.22.2 2.72.7

General Government BalanceGeneral Government Balance
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Source: Ireland, ESRI, neutral policy. 
UK: NIESR announced policies in October

VulnerabilitiesVulnerabilities

�� Northern economyNorthern economy

•• Dependence on public sectorDependence on public sector

•• Part of solution to UK budget problem: Part of solution to UK budget problem: 
10% cut in public sector?10% cut in public sector?

•• Banking Banking –– credit crisis?credit crisis?

�� Irish economyIrish economy

•• Banking crisisBanking crisis

•• Public finances Public finances –– on course (difficult)on course (difficult)

•• Competitiveness Competitiveness –– aggravated by sterlingaggravated by sterling

•• Solution Solution –– cuts in nominal pay ratescuts in nominal pay rates

ForecastForecast

2009 2010 2010-15 2015-20

Annual % Growth Rate
Average Annual % 

Growth

Ireland GDP -7.2 -0.2 5.6 3.3

UK GDP -4.4 1.3 2.5

Year End: 2009 2010 2015 2020

GGB, % GDP, Ireland -11.7 -11.5 -4 -2.4

GGB, % GDP, UK --11.7 -12.9 -6

Ireland Wage RatesIreland Wage Rates
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Northern IrelandNorthern Ireland

�� Weak sterlingWeak sterling

•• A major opportunityA major opportunity

•• Major competitive advantageMajor competitive advantage

•• Need to exploit by expanding exportsNeed to exploit by expanding exports

•• Shift resources into tradable sectorShift resources into tradable sector

�� Solve the regional banking crisisSolve the regional banking crisis



Future GrowthFuture Growth

�� From exports of goods and servicesFrom exports of goods and services

•• Using skilled labourUsing skilled labour

•• High productivity High productivity 

•• High value addedHigh value added

�� In Irish economyIn Irish economy

•• High tech manufacturing High tech manufacturing and and market market 

servicesservices

Human CapitalHuman Capital

�� Importance of educationImportance of education

•• End early school leavingEnd early school leaving

•• 80% to 90%  Complete high school80% to 90%  Complete high school

Participation in EducationParticipation in Education
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Population aged 25Population aged 25--3434

PersonsPersons MalesMales FemalesFemales

IrelandIreland 39.239.2 34.934.9 43.743.7

United KingdomUnited Kingdom 34.734.7 33.633.6 35.835.8

Northern IrelandNorthern Ireland 35.535.5 28.028.0 42.642.6

EU 25EU 25 28.528.5 25.925.9 31.231.2

percentage with 3percentage with 3rdrd level education, 2005level education, 2005

Human CapitalHuman Capital

�� Importance of educationImportance of education

•• End early school leavingEnd early school leaving

•• 80% to 90%  Complete high school80% to 90%  Complete high school

•• Increasing third level participationIncreasing third level participation

�� Role of returned emigrantsRole of returned emigrants

•• Change in outlookChange in outlook

•• Management expertiseManagement expertise

�� Welcoming Skilled ImmigrantsWelcoming Skilled Immigrants

Regional Growth ImplicationsRegional Growth Implications

�� What type of skilled jobs?What type of skilled jobs?

�� Where are skilled jobs?Where are skilled jobs?

•• Regional implicationsRegional implications

•• Commuting Commuting –– sustainable developmentsustainable development

�� Where do people want to live?Where do people want to live?

�� Where can people live as they want?Where can people live as they want?



Proportion MarriedProportion Married

For those aged 40-44, Ireland, 2007
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Regional ImplicationsRegional Implications

�� New skilled jobs in major urban areasNew skilled jobs in major urban areas

•• Morgenroth 2008Morgenroth 2008--99

�� Commuting not feasible or sustainableCommuting not feasible or sustainable

�� Implications forImplications for

•• Spatial StrategySpatial Strategy

•• Implications for development patternsImplications for development patterns

•• Implications for environmentImplications for environment

•• Implications for infrastructureImplications for infrastructure

Economic ChallengesEconomic Challenges

�� Public financesPublic finances

�� Banking and financeBanking and finance

�� CompetitivenessCompetitiveness

•• Expanding tradable sectorExpanding tradable sector

�� Investing in Human Capital + R&DInvesting in Human Capital + R&D

�� Labour market policyLabour market policy


