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Birds-eye view

Shifting economic landscape
» Globalisation
* Automation

Some economic conseguences
* Factor (of production) returns
* Income distribution

Conclusions
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who’s who? - the changing share of the world economic pie

Global Ranking by Economy Size, GDP (PPP exchange rates)

2000 2005 2010 2015 2020 2023
1 US 1 China
2 China 2 US
3 Japan 3 India
4 Germany / 4 Japan
' 5 Germany
5 India
6 Indonesia
6 France \
7 Russia >< 7/ Russia
8 Italy )< \/ 8 Brazil
' 9 UK
9 Brazil \ { /\
10 France
10 UK
' 11 Mexico
11 Mexico /—>< \\
' 12 Turk
12 Spain // urkey
13 Indonesia Ne—o— 13 ltaly

14 Canada

15 South Korea

3 Rialtas na hEireann | Government of Ireland

14 South Korea

15 Saudi Arabia

Source =



outsourcing of manufacturing to EMEs: financial side-effects

45""“‘“(‘)
N>z @ N\
.;.

t/ : < IR v- < '.‘:‘.\
YA
QY

30 BoP current account, per cent of world GDP m China and other emerging Asian economies 00 Global interest rate (proxied by US_10-year, per cent)
advanced economies exc US '
mUS

m other (inc disc)

9.0

20
............ 8.0

\\\\\ ]HI
7.0
, “m y = -0.0006x + 26.914
50 ‘ \ R2 = 0.8797
e |

~_———-

10 :

5.0 \ '-“

| ARRRRR ,
4.0 h"
| e
d
10 3.0 F , A
2.0 '
20 export earnings recycled *°

Into US financial assets

=/
_i A

v

0.0

O 0O 00O 0000000000000 0000O00O0O0O0OO0OO0O OO

P PP PEPPPEPPPEPPPPPPPPPPPEPPPEPPPEPEPPRLEP

e e e e e e e e e e e e e e e e e e e e e e e e e e e e e

O OO0 0000000000000 00O0O00O0OO0O0CO0OO0O0 oo o

-30 P PP PEPPRPPEPPPEPPPPPEPPPEPEPPEPPPEPPEPEPRLEPRP
e e e e T e e e S S S - - - - e - e - e e - e e e

PR RN N NONONONONODN DN DN DN DN DN DN DN DN NN B REF P RBERPRPRERERERERERPENNNNNNNNNNNNNNNNNDRNDNNNRN
© © ©W O O O O O O O O O O O o o o o o o o © © © © © © © O © OV O OO0 OO0 000000000000 o o o
© © ©W O O O O O o o o o© O PP P P P P P PP P © © © © © O © © OV O O O0OO0OO0OO0O0OO0OO0OO0ORPRPRPRRPRELRRPRERPRERERLEPR
N~ © © O P N W b~ OO O N O © O PN W N~ oo o N OFRP NWDAOOONIOWOORFRPN®MBNOAOONOOOFRNWROUUON WO

4 Rialtas na hEireann | Government of Ireland
Source = IMF, macrobond



‘peak’ globalisation?

decade-long ‘blip’ or fundamental reversal?
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Industrial revolution 4.0 —is the labour market ready?

INDUSTRIAL REVOLUTION 1.0

INDUSTRIAL REVOLUTION 2.0

INDUSTRIAL REVOLUTION 3.0

INDUSTRIAL REVOLUTION 4.0
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1800s

1870

1980

2000s

Mechanisation of agriculture / industry

Mass production

Technological advancement

Al / robotics / automation

capital / labour substitution?

water, steam

electricity

digital, electronic

computer power

2-tier (skilled / unskilled) labour market?

Commonalities

: factor returns

. productivity differences
: Income distribution



rise of “superstar firms” [oeco countries;

Productivity of firms in manufacturing sector
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declining share of labour income in US and Europe
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EU = closest approximation; interpolated between 1990-1995
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uneven distribution of income gains, 1980-2015
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Ginl IS out of the bottle [higher figure = higher income inequality]
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Conclusions

Globalisation and trade

* Benefits are spread and often invisible
 (Costs are concentrated and visible

s the labour market ready?

« Comparative advantage changing
 Investment in education and skills crucial
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Disclaimer and other information:

The views expressed in this presentation are those of the presenter and do not necessarily reflect the views held by the Department of Finance, the
Minister for Finance or the Government of Ireland.

Data are sourced from a variety of sources including the IMF, the World Bank, the OECD and the World Inequality Database.

For the latest publication’s follow the Department of Finance on social media:

Q @IRLDeptFinance m Department of Finance Ireland
https:/Awitter.com/IRLDeptFinance https:/Mmww.linkedin.com/company/department-of-finance-ireland/
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