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Securing Ireland’s Future: Strengthening Competitiveness for Long-
Term Success

1. Inthe context of the new Medium-Term Fiscal and Structural Plan, how can Ireland ensure that
a dynamic and competitive economy continues to be supported though enterprise policy which
is fiscally sustainable while also being ambitious and forward looking?

2. lreland’s current suite of enterprise supports were designed in a different enterprise
environment to the rapidly changing and more challenging one that now exists (in terms of
international protectionism, increased state aid and issues with attracting FDI). How can Ireland
pivot its offering to ensure that it can continue to attract and sustain FDI going into the future,
considering it is a small open economy?

3. Considering the competitiveness challenges currently facing Ireland, how can we ensure that
economic and employment growth is adequately distributed regionally?

Over the last eighteen months, competitiveness has come to the top of the EU agenda given the
rapidly changing global backdrop in terms of greater protectionism in the form of both tariffs
and increased state aid. Even before this current period of heightened tensions in terms of
protectionism, largely driven by US Tariff announcements, competitiveness was already a major issue
at a European level, particularly around the issue of the EU lagging behind the US and China in
competitiveness and innovation. Indeed, among the common perceptions of the EU is that it is overly
burdened in regulation which prevents businesses innovating and scaling to their full potential.

While the EU single market is widely acknowledged as a success, analysis by Letta and Draghi
in 2024, clearly demonstrate the need for reform and development. Together, these reports of
outline strategic recommendations to strengthen the EU single market, enhance European
competitiveness and ensure economic resilience in the face of global challenges.

Following these reports, in January 2025, the EU Commission devised the Competitiveness
Compass, a new roadmap to restore the EU’s dynamism and boost economic growth. It
addresses the three necessities identified by Draghi, with a series of high-level actions, as Table 1
shows. In terms of reducing dependencies, the Commission notes that the EU has the largest and
fastest growing network of trade agreements in the world, covering 76 countries, and this can be used
to further diversify and strengthen supply chains.
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Table 1: EU Competitiveness Actions under Each Draghi Report Necessity

Closing the innovation gap Decarbonising our economy Reducing dependencies
EU start-up and scale-up strategy to | A Clean Industrial Deal, to help New range of clean trade and
help new firms start/ expand. reduce carbon emissions, especially investment partnerships to help
« T . for energy intensive companies, and secure supply of raw materials, clean
‘Apply AI” initiative to help big facilitate their transition to low carbon energy, sustainable transport fuels,
flrms_adopt new tech (Alland technologies and clean tech from across the world
robotics)

N . . Action plans for energy intensive Public procurement rules review to
ML ding) [ eaS|er_f0r firms to operate sectors, such as chemicals, steel and allow for the introduction of a European
QeIoSS the EUvia a 28th legal metals (most vulnerable at this phase preference in public procurement for
regime to guarantee one set of rules | ¢ 40 yrangition). critical sectors and technologies.
across the EU (simplify rules and
laws) Affordable Energy Action Plan to
Action plans for advanced zglsgzsbnng down energy prices and
materials, quantum, biotech,
robotics and space technologies to
support new technologies.

Complementary Enablers

These Pillars Are to be Complemented by five horizontal enablers to increase our competitiveness across all sectors:
1. Cutting red tape (omnibus proposals to simplify EU sustainability reporting obligations)
2. Removing barriers in the single market (horizontal single market strategy to modernise rules)
3. Enabling more efficient financing (savings and investments union to ensure investment flow across the EU).
4

Promoting skills and quality jobs (union of skills to ensure high quality education, training and lifelong learning
to fill the skills and labour gaps).

5. Ensuring better coordination (competitiveness coordination tool to ensure implementation at EU and national
level of shared EU policy objectives — will be supported by the competitiveness fund).

Source: European Commission

Since Ireland recovered from the late 2000’s crash, it has been consistently rated as being
among the world’s most competitive economies, having been in the top 20 most competitive
economies globally since 2012. In 2024, the Institute for Management Development (IMD)’s World
Competitiveness Yearbook ranks Ireland as the World’s fourth and Euro Area’s most competitive
economy, as figure 1 shows. This is a slight fall in Ireland’s global position on 2023, when it was ranked
the world’s second most competitive economy.? In terms of the four individual pillars within these
rankings, Ireland is ranked tenth globally in Economic Performance, with the most significant detracting
factor here Ireland’s price level. Indeed, Ireland is ranked 46% globally in terms of prices, reflecting high
fuel costs and a high cost of living index, which the IMD has identified as a particular competitiveness
weakness. For the pillars of Business Efficiency and Government Efficiency, Ireland is ranked third and
sixth respectively.

1 The IMD Competitiveness Rankings assesses 67 economies around the world based on their ability to create
and maintain a competitive business environment. The rankings are based on more than 256 indicators grouped
across four pillars: Economic Performance, Government Efficiency, Business Efficiency, and Infrastructure. 164 of
the indicators are based on ‘hard’ quantitative data, while a further 92 are based on ‘soft’ data (i.e., the latter are
subjective, qualitative data from a survey of business executives). The highest possible score is 100 points,
which measures the frontier of economic competitiveness.
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Figure 1: Ireland’s IMD Overall and Pillar World Competitiveness Rankings, 2018-2024
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Source: National Competitiveness and Productivity Council (NCPC), Annual Bulletins

There are challenges to maintaining Ireland’s high competitiveness performance, given our
economy is highly exposed to international trade disruptions. The NCPC has highlighted Ireland’s
vulnerability to global economic uncertainty. Ireland has a high reliance on US foreign direct investment
in which the current trade disputes result in Ireland’s export competitiveness being at risk. Additionally,
ongoing wars, the lingering effects of past shocks and increased regulatory burden are all factors that
have the potential to impact global trade flows.

Infrastructural deficits, particularly in foundational supporting infrastructure are a major
impediment on Ireland’s competitiveness. In 2024, Ireland ranked 17 in the IMD’s infrastructure
pillar, this has largely been driven by a low level of basic infrastructure where the country ranks 28th
globally. However, Ireland’s position has improved since 2022 and 2023 when it was ranked 23 and
19t for infrastructure, which is illustrative of the investment that the NDP has put into infrastructural
improvements. In basic infrastructure, Ireland performs poorly on management of water infrastructure,
density of road and rail networks, and energy infrastructure.

Employment growth in enterprise agency supported firms is slowing, with net new job creation
being at its lowest in a decade in the past two years. Error! Reference source not found., which s
hows net full time permanent job creation in the enterprise agencies (IDA Ireland, Enterprise Ireland
and Udaréas na Gaeltachta), demonstrates that there were 6,988 and 6,800 new enterprise agency client
jobs created in 2023 and 2024 respectively, down from 32,160 in 2022.
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Figure 2: Permanent Full-time Job Growth in Enterprise Agency Client Firms, 2016-2024
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Source: Annual Business Survey of Economic Impact Data

The ongoing productivity gap between indigenous Irish businesses and foreign multinational
firms leaves our economy very exposed to global dynamics. Labour productivity was five times
higher in foreign-owned firms than domestic-owned firms in 2021. However, recent research from DETE
and the NCPC has demonstrated that this is largely due to the foreign multinational firms being heavily
concentrated in high value-added sectors, while domestic firms tend to be SMEs or concentrated in
more labour intensive and low margin sectors.

The Programme for Government called for an Action Plan on Competitiveness and Productivity
to be agreed within 12 months of Government formation. Given the rapidly changing international
economic environment, on 15 April 2025 Government decided to accelerate the timeline for the Action
Plan to produce a draft for discussion at a Ministerial Summit in July.

The Action Plan will focus on those matters that are within the domestic sphere of influence,
that Government can control by way of policy changes to make Ireland’s economy more
competitive and resilient to economic shocks. The approach for the Action Plan development will
be evidence based, underpinned by consultations by the Department of Enterprise, Tourism and
Employment with other Government Departments and stakeholders, as well as by research and
analysis.

Ireland’s international competitiveness position can be strengthened by taking advantage of
the opportunities and strengths that our country possesses and though policies supporting
development of physical, business and knowledge infrastructure. Developing effective policies in
this context is pertinent in a changing international and European context, with persistent global
economic and political uncertainty.

Ireland’s EU and Single Market Membership offers advantages to enhance competitiveness and

mitigate and take advantage of changes in international trade. As a member of the world's largest
single market area, Ireland continues to be an attractive destination for FDI. Additionally, Ireland can
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use its influence at EU level to advocate for continued free trade. Being part of the EU trading bloc
enables us to leverage the full EU market to better combat negative trade policy.

Ireland’s stable governmental system, independent judiciary and commitment to the rule of law
is an advantage for attracting future investment. Ireland is listed as a Full Democracy by the
Economist Democracy Index. The Institute for Management Development (IMD)'s World
Competitiveness Yearbook 2024 ranks Ireland as the most competitive country in the euro area. This
demonstrates there is a sound and stable environment for businesses to operate in.

At the same time, the legal system partially contributes to impeding competitiveness
improvements, particularly on insurance regulation and delays to infrastructural projects. The
cost of insurance is a major impediment to small businesses in Ireland. This is partially due to the high
level of awards from legal cases. Additionally, legal processes, including judicial review, are a major
obstacle to the development of infrastructure in Ireland.

The review of the National Development Plan (NDP) provides an opportunity to implement the
Government’s clear ambition to prioritise the delivery of transformative, critical and growth-
enhancing infrastructure over the next five years. This will be done by reassessing investments
plans and capital programmes, updating project costings and ensuring a strong focus on value for
money and delivery. The key objectives are to support the delivery of 300,000 homes by 2030 and to
support the international competitiveness of the country.

The key areas to be targeted under the NDP are strategic supporting infrastructure such as the
energy grid, water and wastewater provision, and public and road transport investment. Should
Ireland be successful in developing this foundational infrastructure, it will greatly assist in enhancing the
competitiveness position of the economy and allow for the development of solutions to retain and attract
FDI. Investing in foundational infrastructure, such as transport, may also enhance the offerings provided
in the Tourism industry, which employs 257,900 people in Ireland, particularly in rural areas. It is
important in the competitiveness conversation that low margin but labour intensive industries,
such as tourism and retail, benefit from these foundational investments.

The business supports offered by enterprise agencies need to be increasingly agile because of
rapidly evolving enterprise environment. Ireland’s enterprise agencies have been enormously
successful in attracting FDI, assisting indigenous firms and in correcting regional imbalances in
employment and economic growth. The growth in permanent full-time jobs supported by all enterprise
agencies has slowed significantly since 2022 as Error! Reference source not found. shows. This s
uggests that consideration needs to be given to the targeting of enterprise agency supports to ensure
our competitiveness position and FDI attractiveness is preserved and enhanced into the future. Irish
enterprises need to scale-up, innovate and increase investment in research and development. This can
include the expansion of firms in high value added areas and though boosting productivity domestically
through innovation and digitalisation.

Ireland has an existing large base of multinational companies, often clustered in specific

geographical locations, which can serve as the foundation for future growth and FDI, not only
nationally but also regionally. Foreign owned companies made up 3.4% of Irish enterprises in 2021
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and 72% of total turnover (€798.8bn) and total GVA (€266.7bn).2 The presence of multinationals can
act as a catalyst for future investment and expansion. Furthering links between industry and Irish
universities and other Irish firms can also foster knowledge spill-overs. Additionally, many of these firms
are clustered in locations around the country (e.g. Limerick, Cork, Letterkenny etc.). Taking advantage
of these existing clusters can enable balanced regional growth, given these are somewhat evenly
spread geographically around the country. This can also enable Irish regions to compete with regions
in other countries.

In terms of decarbonisation, existing supports and IDA and Enterprise Ireland’s new enhanced
mandate to allow grants on Environmental Criteria may have a role to play in enhancing
progress towards the Green Transition. Existing firm decarbonisation supports include the
Environmental Aid Scheme and the Local Enterprise Office Green for Business Scheme and associated
Energy Efficiency Grant. Recent changes to the IDA and ElI mandates allow them award grants solely
on Environmental Criteria.

Knowledge Environment

Ireland’s English-speaking workforce with its high levels of educational attainment will be vital
to further growth. Ireland is one of two EU countries with English as an official language. English the
global language of business, trade, telecommunications and academia, and having the largest English
speaking workforce inside the EU Common Market will continue to be a significant advantage for Ireland
going into the future. Educational outcomes in Ireland are relatively positive which ensures our
population are highly skilled. Ireland had the highest PISA scores in reading and the third highest scores
in maths and science in the EU in 2022. In 2022, 54% of our population aged 25-64 had completed
tertiary education, the highest proportion in the EU.

However, rates of lifelong learning need to improve to ensure our workforce can be better
prepared to deal with shocks and to adapt to changes in working. In 2024, the portion of those
aged 25-64 having undertaken education or training in the previous four weeks was 15%, 14™ in the
EU, just above the EU average of 13% and well behind leaders Sweden at 38%.

Figure 3: Participation rate of those aged 18-64 in education and training in past-4 weeks
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Source: Eurostat

2 CSO - Multinationals: An Irish Perspective https://www.cso.ie/en/releasesandpublications/ep/p-
biidr/businessinireland2021detailedresults/multinationalsanirishperspective/#:~:text=1n%202021%2C%20there%?2
Owere%2012%2C436,GVA%20(%E2%82%AC266.7bn).
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Skills shortages in key areas including science, research, technology, digital and IT pose an
economic risk if specific interventions are not employed to address them. The increasing use of
foreign labour to meet our needs, needs to be considered in the context of economic convergence of
other EU member states — as other economies grow and improve in living standards the ability of Ireland
to rely on the EU labour market may be impaired.

Access to the EU Labour Market and our attractiveness as a destination for foreign workers and
improvements to the employment permits system can be used to further enhance our human
capital base. Ireland has access to the EU Labour Force, which can also supplement the issue of our
ageing population. However, this is heavily dependent on the economic performance of other member
states and growth convergence may reduce this labour source. Ireland continues to be an attractive
destination for foreign workers. 2024 was a record year for the Employment Permits service, with almost
45,000 employment permit applications received and 38,189 permits issued, representing an increase
of 24% on 2023. The pipeline of workers though the permits system will be crucial for dealing with the
challenges imposed by an aging workforce and from short terms skills shortages.

The international, EU and domestic environment for enterprise is rapidly changing, given
international geopolitical development and trends towards increased protectionism. Ireland's
strong global reputation for competitiveness—consistently ranking at the top of cross-country
comparisons—demonstrates a robust economic framework built on business and government
efficiency, a highly educated English-speaking workforce, and a stable institutional environment. These
strengths not only attract foreign investment and provide key inputs to domestic firms but also provide
a foundation for policy reforms aimed at long-term competitiveness

However, these strengths are tempered by key vulnerabilities. Rising price levels, infrastructural
deficits, low levels of lifelong learning and a significant dependence on US-based FDI expose the

economy to external shocks and trade disruptions.

This duality suggests that while Ireland benefits from considerable competitive advantages, strategic
foundational interventions are needed to bolster key areas that could undermine future growth.
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