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The global economic landscape is being re-shaped, and is now very different from that of just a decade
ago. Protectionist policies — geared towards reinvigorating domestic industries and reducing supply
chain dependencies — are on the rise, especially in strategically-important sectors. The return of more
activist industrial policies — notably in larger countries with deep pockets — is also a key feature of the
‘new normal’. Finally, the weaponisation of trade — through a greater use of tariffs, non-tariff barriers,
export restrictions, etc. — is prompting a re-configuration of the global economy.

All-in-all, global economic activity is becoming more fragmented and polarised, with mounting evidence
of decoupling among the world’s ‘super-powers’. Crucially, these trends are occurring at a time when
other structural factors — workforce ageing and structurally weak productivity — are weighing on global
economic growth.

Few countries have benefitted as much from the liberalisation of trade and investment than Ireland; in
a symmetric manner, few countries are as exposed to any reversal. Ireland’s economy is now deeply
integrated into global supply chains and the associated investment has allowed the country to specialise
in the production and export of high value-added goods and services. Accordingly, in a more polarised
global economy, where trade frictions are more disruptive and where economic nationalism is more
prevalent, Ireland’s capacity to continue raising domestic living standards could be tested.

The theme of this year’s National Economic Dialogue is “Medium-term budgetary planning against a
rapidly changing global backdrop.” The objective is to reflect on the implications of these fundamental
changes to the global economy for Ireland, and to consider how best the State can prepare.

The purpose of this note is to set the scene, offering a starting point for discussions.

The future of the rules-based, global economic order is increasingly uncertain. While recent policy
announcements have undoubtably amplified this uncertainty, it is clear that these are not new trends.
Fundamental shifts in the global economy have been underway for some time, as economics has
increasingly collided with geopolitics. For instance, following decades of deeper integration across most
of the world, data show a pronounced slowdown in international goods trade since the global financial
crisis (figure 1A). Importantly, the slowdown of goods trade has so far been less pronounced in Ireland
and the rest of the EU, where trade remains a core driver of economic activity (figure 1B).

The most benign interpretation of these trends is that this is evidence of ’‘slo-balising’: cross-border
trade is slowing, rather than actually reversing. A less benign interpretation is that, symptomatic of the
new geopolitical realities, cross-border trade and investment links built up over decades are now
reversing; in other words, the world economy is ‘de-globalising’.

While the jury is still out, it is beyond doubt that the nature of cross-border economic relationships is
changing. Data confirm a sharp rise in the number of protectionist government policies adopted around



National Economic Dialogue 2025

the world;! while most of these measures are concentrated in the goods market, there has also been a
notable uptick in protectionism in the services sector, as well as measures aimed at restricting
international investment (figure 2A). In addition, tariff rates (at the time of writing) applied on imports
to the US are at their highest in nearly a century (figure 2B).

Figure 1: Trade in goods

A: Global trade in goods relative to GDP B: Goods trade in Ireland and EU, per cent of GDP
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Figure 2: Global protectionist trends
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! Defined as implemented national policies which almost certainly discriminate against foreign commercial interests, including
tariffs, non-tariff barriers, capital controls, export bans, investment screening, procurement preferences and subsidies. Some
measures introduced in the early 2020s were likely temporary responses to the COVID-19 pandemic, however the number of
protectionist policies has remained elevated well-above 2019 levels.
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Globalisation and the Irish economic model

The Irish economy relies on open markets so that goods and services produced here can be sold
abroad, with market access allowing Irish-based firms to benefit from economies of scale which would
otherwise be unattainable in a country with a small domestic market.

Over the past few decades, the rules-based international order, alongside the deepening of the Single
European Market, created a virtuous circle in which Ireland became a major exporter in a number of
high value-added sectors, with associated gains in employment, productivity and living standards.
Strengthening economic ties with the US and the integration of China into the global economy has also
enabled export diversification (figure 3A).

A major contributor to global economic integration was the elongation of global supply chains, which
allowed multinational firms to locate different parts of production in different geographical regions,
allowing them specialise on the basis of factor (capital, unskilled labour, skilled labour) endowment.
Ireland has benefitted enormously from this: an abundant supply of skilled labour has helped attract
inward investment and has facilitated a greater degree of specialisation in high-value sectors, with
positive spillovers. Over time, Ireland has gained a comparative advantage in the production and export
of high value-added services, most notably in ICT (figure 3B).

Figure 3: Irish trade over time

A: Share of goods trade by geography B: lIrish exports, € bn
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One important vulnerability — highlighted in the immediate aftermath of the pandemic — has been a
growing dependence on imports of critically-important materials needed for production. Ireland would
be unable to produce many of these goods domestically, or would produce them less efficiently than
other parts of the world.?

2 Jreland has high labour and capital costs relative to the global mean, and has specialised in advanced sectors which rely on
digital and human capital. Expanding domestic production in other industries where productivity is lower would be costly for
consumers and could also result in labour and capital being diverted away from existing high-value sectors.
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The pick-up in protectionism and interventionism

At the risk of over-simplification, the resurgence of protectionist and interventionist policies can, at least
in part, be traced to the adoption of the ‘Made in China 2025’ strategy a decade ago. In broad terms,
this programme aimed to transform the structure of manufacturing production in China; essentially the
objective was the move further up the manufacturing value-added curve — production based on capital
and skilled labour inputs rather than unskilled labour. The strategy involved targeting several strategic
sectors, including electric vehicles and next generation ICT (including artificial intelligence). To achieve
leadership in these sectors, large-scale state funding was mobilised, with inter alia via state subsidies
and other financial incentives. State funding was complemented by restrictive trade practices that
limited foreign firms access to its domestic market.

An important consequence has been a widening of global economic imbalances (figure 4A), with
China’s current account (balance of payments) surplus — at 2.3 per cent of GDP last year — a major
source of trade tensions. The United States, in particular, has registered a persistent current account
deficit (figure 4B), which the current administration is now aiming to reduce.

Figure 4: Current account imbalances

A: Current account balances, per cent of global GDP B: US current account balance, per cent GDP
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Western countries responded by ramping up fiscal supports (tax incentives, subsidies) to promote their
own domestic industries, notably to support the green and digital transitions. For instance, the US
responded by imposing tariffs on trade with China (2016-2020) and again later by introducing its own
industrial policies (Inflation Reduction Act; CHIPS and SCIENCE Act) in order to shift the production of
key goods (chips/semi-conductors, ‘green’ inputs, etc) back to the US and to boost economic resilience.
In the EU, the Net-Zero Industry Act and the European Chips Act have similar objectives while the Letta
and Draghi reports, which are now shaping the EU’s competitiveness agenda, emphasised the
importance of strategic investments into key sectors. The UK has indicated that it intends to support
growth-driving sectors within its industrial strategy Invest 2035.

A second source of greater interventionism relates to the vulnerabilities associated with elongated
supply chains that were exposed during the pandemic (personal protective equipment, vaccines, semi-
conductors). To ‘de-risk’ their economies and boost resilience, governments in many regions are
increasingly using subsidies, procurement rules and other industrial policy instruments to ensure
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manufacturing capacity for strategic products (especially those associated with the green and digital
transitions).®

To put it in economic terms, countries are re-evaluating the trade-off between the efficiency gains
associated with supply-chain elongation on the one hand and economic resilience and national security
on the other. Greater weight is being attached to the latter, and this is weighing on global economic
integration.

Less global economic integration, increasing trade frictions and the potential for slower inflows of inward
investment do not bode well for an open economy like Ireland’s.

From a budgetary perspective, the State’s tax base has expanded significantly as a direct or indirect
result of global economic integration, with corporation tax from large multinational enterprises based in
Ireland, income tax revenue from high-income earners in these multinationals and general tax revenues
generated by higher levels of economic activity all major contributors to the exchequer. Corporation tax
receipts, in particular, have increased sharply over the last decade (figure 5A), although this revenue
stream is become highly concentrated within a small number of large firms.

A second risk relates to an ‘uneven playing field’ triggered by the use of subsidies and other financial
instruments in larger countries with deeper fiscal pockets. If these became the key differentiator in
attracting substantial investment, smaller economies such as Ireland will be unable to compete with the
fiscal capacity of much larger countries (figure 5B).

Figure 5: Ireland’s fiscal exposure to changing global backdrop

A: Corporation tax receipts, per cent of total tax revenue B: State Aid* by EU Member State in 2022, € mn
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While not the baseline scenario, a key risk relates to the possibility of a ‘sudden stop’ in corporate tax
receipts — in other words, a sharp fall in this revenue stream over a short period of time. To stress-test
the public finances, two scenarios from the Government's Medium-Term Fiscal Plan (published last

3 Manufacturers of clean energy technologies (such as solar PVs, wind turbines and batteries) and microchips have been the
major recipients of state support.
4 Excludes crisis aid allowed due to the Covid-19 pandemic, but includes aid distributed under the Temporary Crisis Framework.
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October) are presented below (figure 6A, figure 6B). The first scenario envisages a stagnation of
corporation tax receipts, the second envisages a return to 2020 levels by the end of the decade. Both
scenarios have a negative impact on the exchequer balance and the general government balance.

Figure 6: Impact of corporation tax shock on budget balances

A: Exchequer balance, € billions B: General government balances, € billions
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The trend towards fragmentation of global economic activity will be more manageable if Ireland can
plan for these changes in advance. While sustaining strong ties with closest trading partners,
diversifying export markets and promoting multilateralism are all part of the policy response, many of
the geopolitical driving forces are beyond the control of domestic policymakers. Accordingly it is
important to plan ahead and to double-down on those policy levers that can help the economy navigate
the transition.

While the public finances are in a better position than in many other advanced economies, this is largely
due to the over-performance of corporate tax receipts. A significant part of these are sourced from a
handful of firms, highlighting the narrowness of the corporate tax base.

More broadly, the data show that the income tax base is also very narrow. Foreign-owned MNEs
account for 84 per cent of corporation tax revenue and around half of income tax and VAT paid by all
companies in Ireland.®

More generally, the public finances are set to deteriorate in the years ahead as population ageing and

the costs of supporting the climate transition adversely affect both revenue and expenditure.

Another important goal for improving resilience to fragmentation is the growth of Irish businesses,
especially SMEs. Productivity enhancements will be key to achieving this objective, as labour

5 Revenue: Corporation Tax, 2023 Payments and 2022 Returns. Available at
https://www.revenue.ie/en/corporate/documents/research/ct-analysis-2024.pdf
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productivity in the domestic sector of the economy is currently six times lower than labour productivity
in sectors dominated by foreign multinationals.® Domestic firms in Ireland perform moderately well
relative to their European peers, but there are clear opportunities for productivity improvements,
evidenced by the significant productivity gap between domestic and multinational firms.

In particular, wider adoption of new innovative technologies such as Artificial Intelligence (Al) by Irish
firms could lead to enormous productivity benefits, which would enhance the resilience of our economy
to unfavourable global conditions.” Technology can also be used to increase automation in labour-
intensive businesses, including services, thereby increasing productivity. Furthermore, Irish businesses
are being encouraged to expand their investment into research and development (R&D) to boost
productivity levels. Enterprise Ireland provides a range of supports, including Innovation Vouchers to
boost collaboration between firms and academia.

It is imperative to create and nourish the right environment for firms to enter the market, for the most
dynamic firms to prosper and expand, and for the least dynamic firms to exit. In the public sector,
productivity gains are a priority, in order to improve overall efficiency and ensure value-for-money.
Finally, it is vital that addressing infrastructural bottlenecks is prioritised.

More broadly, in an environment where trade flows are more likely to be disrupted and international
investment will be harder to attract, Ireland must address its existing competitiveness challenges to
ensure we are in the best possible position to deal with future uncertainty. The National
Competitiveness and Productivity Council® has outlined the importance of reducing capacity constraints
in the economy, which are stifling the delivery of key infrastructure such as housing. The Council has
pointed to the high cost of doing business in Ireland and the need to minimise the regulatory burden,
especially for SMEs, whilst highlighting the value of deepening the EU Single Market so that Irish firms
can successfully scale up. Improving labour market flexibility will remain key to ensure efficiency within
the economy. Government is actively working to address competitiveness issues, with a strong focus
on planning reform, minimising the regulatory burden on SMEs, boosting labour force participation and
skills through active labour market policies, as well as enhancing the use of digital technologies.®

The Irish economy can improve its preparedness for unexpected geopolitical shocks through
diversification of international trade and investment links, expanding the market for our exports,
increasing the supply of inward FDI and diversifying our supply chains. Ireland is already well-integrated
within the European Single Market, with strong links to the United States and United Kingdom. Further
developing our ties with the rest of the world, especially fast-growing emerging markets, is a central
objective to minimise the potential damage caused by protectionist policies arising from some of the
world’s major economies. Government is focused on expanding Ireland’s economic relations with the
rest of the world, as addressing the risk of concentration has been a central goal of our trade and

6 CSO: Productivity in Ireland 2022-2023. Available at:
https://www.cso.ie/en/releasesandpublications/ep/p-pii/productivityinireland2022-2023/labourproductivity/

" A recent report from the Trinity Centre for Digital Business and Analytics (CDBA) at Trinity Business School, in collaboration
with Microsoft Ireland, estimated that the economic benefits of Al to Irish economy would be considerably higher if the technology
was adopted more broadly across firms, especially under favourable policy conditions. The report is available at:
https://www.tcd.ie/media/tcd/business/pdfs/research/Microsoft-Report.pdf

8 National Competitiveness and Productivity Council: Ireland’s Competitiveness Challenge 2024. Available at:
https://www.competitiveness.ie/media/d2nhry3o/icc 2024 final version.pdf

% The Government Response to Ireland’s Competitiveness Challenge 2024 is available at:
https://www.competitiveness.ie/media/tvwlufc1/the-government-response-to-ireland-s-competitiveness-challenge-2024.pdf



https://www.cso.ie/en/releasesandpublications/ep/p-pii/productivityinireland2022-2023/labourproductivity/
https://www.tcd.ie/media/tcd/business/pdfs/research/Microsoft-Report.pdf
https://www.competitiveness.ie/media/d2nhry3o/icc_2024_final_version.pdf
https://www.competitiveness.ie/media/tvwlufc1/the-government-response-to-ireland-s-competitiveness-challenge-2024.pdf

National Economic Dialogue 2025

investment strategy.’® A new Government’s Action Plan on Market Diversification is being developed
to assess the available supports for Irish businesses to diversify their export markets and supply chains.

The external environment which the Irish economy is dependent on is shifting, with geopolitical tensions
and the return of protectionism posing a serious risk to Ireland’s economic model. Any reversal of global
integration could restrict the available markets for Irish exports, as well as limiting the supply of foreign
direct investment. This would likely have consequences across all sectors of the Irish economy,
however, some would be affected more than others, especially the country’s high-value industries which
are driven by multinational enterprises. A deterioration of economic openness around the world will
also have considerable fiscal impacts for Ireland.

Other than continuing to advocate for trade liberalisation, there is little Ireland can do to influence the
external environment.

The priority, therefore, must be on addressing the competitiveness challenges that are already weighing
on the Irish economy (water and energy infrastructure, housing, transport) as well as ensuring the
sufficient flexibility — including fiscal flexibility via running budgetary surpluses in ‘good’ times — so that
the economy can adapt if the situation deteriorates.

10 See Trade and Investment Strategy 2022-2026: Value for Ireland, Values for the World. Available at:
https://www.gov.ie/en/department-of-enterprise-trade-and-employment/publications/trade-and-investment-strateqy-2022-2026-
value-for-ireland-values-for-the-world/
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Ireland’s Well-being Framework is a cross-government initiative to help improve understanding of
quality of life and to measure overall progress as a country. The CSO’s Well-being Information Hub
shows lIreland’s performance across thirty-five well-being indicators selected to give a high-level
overview of how the country is doing. This short summary reviews the latest data from these indicators
in terms of trends over time and compares Ireland’s performance with other countries. It also highlights
which indicators are particularly important for economic, social, and environmental sustainability! and
finally looks at what the indicators tell us about well-being outcomes and equality.

The indicators show that for Ireland the well-being trend over a five-year period is moving in the right
direction, with eighteen of the twenty-eight indicators (for which data are available across time) showing
positive progress, with the remaining ten showing negative or little progress (table 1).

Table 1: Well-being indicators in Ireland

Positive time trend (five best performing) Negative time trend

% of population who feel lonely School-aged children happy with their life at present

% of pop. who did not feel depressed” in the last four weeks Unmet need for medical attention

Proportion of A or B domestic dwelling energy ratings @ % of households experiencing pollution or grime**

Net government worth @ Murder rate for 100,000 of population

New dwelling completions @ % of people experienced discrimination in last two years

A or downhearted
A or other environmental problems
Source: CSO.

Relative to others, Ireland performs above the EU or OECD average across nineteen of the twenty-five
indicators for which data are available, while six performed poorly relative to other countries (table 2).

Of the fifteen indicators considered particularly important for sustainability (economic, social and
environmental), eleven have trending data and eight of these have improved over the 5 year period.
Three of these eight perform particularly well: net government worth, new dwelling completions and
high domestic energy rating. Ten of the sustainability indicators can be assessed for international
performance and three of these perform particularly well: population reporting depression, reading and
maths performance among 15 year olds and healthy life years. One of the sustainability indicators —
waste generated - performs poorly across both trend and international comparison.

This year’s data show that single-parent households, younger people in the workforce, unemployed
people, people in bad or very bad health, households with lower incomes, and households in
accommodation rented at market rates are population cohorts with lower well-being outcomes than
other comparable groups across multiple well-being dimensions.?

! Indicated by the leaf in the tables, as defined in the Department of Finance (2022), Sustainability in the Irish Well-being
Framework: A Review, which also identified the fourteen indicators.

2 For more detail, see the Well-being Portal, available at: www.gov.ie/wellbeing-framework.
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A review of the Well-being Framework will be carried out in 2026, informed by consultation with

stakeholders.

Table 2: Well-being indicators — international comparison

Above international average (five best performing)

Median household net wealth

Mean weekly earnings

Equivalised net income

Satisfaction with how democracy works in Ireland

Reading and Maths performance in fifteen year olds

Source: CSO.

@

Below international average

Share of research and development personnel @
Unmet need for medical attention @
Long working hours in main job

Greenhouse gas emissions ®

Waste generated

12
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BREAKOUT SESSION 1:

A Fiscal Policy that Builds Resilience

CHAIR: Minister for Finance, Paschal Donohoe T.D.
RAPPORTEUR: Professor John McHale, University of Galway

POTENTIAL ISSUES/QUESTIONS FOR DISCUSSION

1. What is the best way to address critical infrastructural deficits without overheating the
economy?

2. What steps can be taken to “de-risk” the Irish public finances in light of the cyclical and structural
risks that the economy now faces?

3. What steps can be taken to improve the efficiency of existing government spending in the
economy?

4. The Medium-term plan will set binding net expenditure ceilings. How can government
departments, agencies and bodies ensure they stay within these constraints?

Introduction

Economic growth in Ireland is being supported by a combination of strong employment growth, a
moderation of inflation and supportive macroeconomic policies (monetary and fiscal). Working in the
other direction, heightened levels of uncertainty are weighing on consumer and business confidence,
prompting households to increase precautionary savings and firms to delay investment.

Against this background, Modified Domestic Demand (MDD) is projected to increase by 2.5 per cent
this year (figure 1A).1

While the Department’s baseline outlook for the economy is positive, these forecasts have been
calibrated on the assumption that an agreement can be reached to eliminate tariffs on trade between
the EU and US.

An alternative forecast incorporating the impact of tariffs now in place between the US and EU leads to
a cumulative downward revision in MDD of around 1% per cent by end-2026. From a labour market
perspective, roughly 25,000 fewer jobs could be created by end-2026 under this scenario, relative to
the baseline forecasts.

Beyond the short-term, the impact of fragmentation of the global trading system could also have more
far-reaching consequences for the Irish economy. Having been the beneficiary of reductions in trade
barriers and the elongation of global supply chains over the last three or four decades, Ireland’s
economy is now intertwined with global trade and investment flows. A sustained move towards a more
de-globalised economic environment would heighten the risk of a substantial slowdown in economic
growth in Ireland.

1 For further information see, “Annual Progress Report”, Department of Finance (May 2025). Available at:
https://www.gov.ie/en/department-of-finance/publications/annual-progress-report/
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Figure 1: Forecasted change in modified domestic demand and employment

A: Contributions to change in MDD, per cent B: Impact of tariffs on MDD, various scenarios, per cent
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excluding investments in aircraft by the leasing sector, plus
domestic R&D.
Source: CSO, Department of Finance Source: Department of Finance, ESRI

Background: Fiscal Outlook

The headline position for Ireland’s public finances is relatively positive. A budgetary surplus of €8.9
billion was recorded last year? with additional fiscal surpluses in prospect for this year and next,
assuming tariffs are not introduced.

As has been well documented, these favourable budgetary outcomes are largely reliant on volatile
corporation tax receipts that are not linked to the domestic economy. The Department of Finance
estimates that, if these revenue streams were excluded, the fiscal accounts would be in the red ink —
everything else being equal, deficits of between €4-7 billion (figure 2A) would be in prospect.

The risk is compounded by the narrowness of the Irish tax revenue base: €9 in every €10 received in
tax revenue in 2024 was sourced from income tax, corporation tax and VAT. This has been driven in
large part by a substantial increase in corporation tax receipts from a small number of highly profitable
firms in multi-national dominated sectors. Corporation tax revenues have risen four-fold from their 2015
level, from €6.9 billion to €28.1 billion in 2024. The growth in corporation tax revenues is at odds with
the experience of Ireland’s main trading partners.

The risks associated with so-called ‘windfall CT receipts are further heightened by the strong
interlinkages between corporation and income tax receipts. A sizeable amount of income tax receipts
are paid by employees working in a limited number of high-paying sectors, the same sectors that pay a
high percentage of corporation tax (figure 2B). In 2023, the three industries with the highest proportion
of persons working for foreign-owned MNCs (Manufacturing, Finance, ICT) paid c. 70 per cent of total

2 Surplus excluding €14.2 billion revenue arising from CJEU ruling.
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corporation tax and c. 30 per cent of total income tax. It follows that a shock to one or more of these
sectors could lead to a ‘snowballing’ deterioration of both corporation and income tax revenues.

Figure 2: Fiscal Vulnerabilities

a: General Government Balance, € million B: Income tax and foreign-owned firms (2023), per cent
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On the spending side of the equation, there have been significant increases in recent years. Total
government spending has risen by 44 per cent in nominal terms, or 23 per cent in real terms since 2019
(from €86.6 to €125.6 billion). This level of spending growth makes Ireland an outlier among Eurozone
peers (figure 3A). Growth is evident in all components of government spending, including pay, social
benefits and capital investment.®> On a sectoral basis, the largest increase in voted expenditure has
been in Children and Youth Affairs, Health, Social Protection, Further & Higher Education and Housing,
which cumulatively account for 77 per cent of voted expenditure growth over this period.*

Increasing the level of public capital investment has been a key focus of recent Governments. Following
a collapse in public investment expenditure during the financial crisis (a decline from a peak of 6.3 per
cent of GNI* in 2008 to 2.6 per cent of GNI* in 2013), capital investment has now recovered to around
4 per cent of GNI*.> The real increase in investment over this period has also been significant. Real

3 Intermediate consumption is a national accounts concept which measures the value of the goods and services
consumed as inputs by a process of production. Intermediate Consumption includes bank charges, including
indirectly measured charges on loans, insurance costs, accounting services, and rent of buildings and equipment
(see CSO 2024 for further details).

4 Social Protection figures are inclusive of growth in spending on the Social Insurance Fund. Expenditure on
Children and Youth Affairs makes up 20.4 per cent of the total rise in expenditure, with this in part attributable to
the transfer of functions of disability from health to this department. In spite of this development, health made up
the second largest component of overall expenditure growth in this period (18.5 per cent).

5 National Development Plan 2021 — 2030, Government of Ireland (2021). Available at:
https://www.gov.ie/en/publication/774e2-national-development-plan-2021-2030/
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public investment has risen by 128 per cent since 2013, and in 2023 was equivalent to investment
during the height of ‘Celtic Tiger’ period (figure 3B).

Figure 3: Expenditure developments
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Structural Challenges

In addition to the risks posed by the external economic environment, Ireland also faces a number of
structural issues that will have a profound impact on the economy.

Most pressingly, Ireland needs to address infrastructural deficits and to improve business
competitiveness.® This is evidenced by the poor performance on rankings of global competitiveness
vis-a-vis infrastructure quality. Ireland ranks below other EU countries in many categories identified
from a range of organisations (figure 4A).

Discussions on the review of the National Development Plan (NDP) are ongoing and the Government
has prioritised five key areas — housing, energy, water, transport and health digitalisation.
Notwithstanding the additional resources available via the sale of bank shares and the decision by the
Court of Justice of the Europe Union (CJEU), the scale of the infrastructural deficits mean that significant
trade-offs exist in effective management of the public finances. For example, between current and
capital expenditure or between tax reductions and increased spending.

Moreover, there are a number of long-term structural issues that will act as a draw on the public purse.
Sometimes referred to as the “4Ds” — demographics, decarbonisation, de-globalisation and
digitalisation — these will have major implications for the public finances over the medium- and longer-
term and maintaining living standards will require an active response from successive governments.

6 see Programme for Government, Securing Ireland’s Future, Government of Ireland, January 2025 available at:
https://www.gov.ie/en/department-of-the-taciseach/publications/programme-for-government-2025-securing-
irelands-future/
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Most notably, Ireland’s population is set to age significantly in the coming decades. By 2050, the
population aged 65-79 will rise by 80 percentage points and the population aged over 80 will rise by
166 percentage points. This compares to a 9 percentage point increase in persons aged 20-64 over
the same period. These trends mean that Ireland is set to have one of the largest increases in its old
age dependency ratio among EU countries, rising from 26 per cent in 2022 to 47 per cent in 2050.

In short, by 2050 Ireland will have a similar age profile to that of Italy or Greece today. Population
ageing will place significant pressure on the public finances. Total-age related expenditure is expected
to increase from 22 per cent of GNI* in 2022 to 28 per cent by 2050. As a share of national income,
this increase is the largest in the EU (figure 4B).

Figure 4: Age-related expenditure projections
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Global Quality Infrastructure Index calculations.

The need to decarbonise the economy will also have implications for the public finances. Ireland has
committed to a range of legally binding climate and energy targets by 2030, with the ultimate objective
of carbon neutrality by 2050. A failure to meet these commitments could result in Ireland facing
substantial costs (financial penalties, or the purchase of compliance credits from other EU Member
States). The Climate Change Advisory Council has estimated that the cost of failing to meet these EU
targets could exceed €8 billion between now and 2030.7 More recently, the Irish Fiscal Advisory Council
(IFAC) estimated this cost at between €8 and €26 billion.8

”For more information, see Annual Review 2024: Cross-sectoral Review, Climate Change Advisory Council
(October 2024). Available at:

https://www.climatecouncil.ie/councilpublications/

8 For more information, see A colossal missed opportunity: Climate action and potential costs of missing targets
(March 2025). Available at:

https://www.fiscalcouncil.ie/a-colossal-missed-opportunity/
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Digitalisation will continue to have a significant impact on the Irish and global economy. It impacts
economic growth through a number of channels, including inter alia long-run trends in productivity,
investment and employment.

Like all Member States, Ireland is subject to the revised EU fiscal framework. The Government is
required to commit to a Medium-Term Fiscal Plan (MTP) setting out a binding net expenditure path that
cannot be changed during the five years covered by the plan. This represents a sea-change in how
budgetary policy is calibrated and presents significant challenges.

Once agreed, the new plan will need to balance several competing aims; managing cyclical risks and
avoiding overheating; investing in infrastructure to maintain economic competitiveness; strengthening
public services; and addressing longer-term structural issues such as aging.

The establishment of the Future Ireland and Infrastructure, Climate and Nature Funds are positive
developments in this context, with contributions to these funds saved and invested to support State
expenditure in the future. Nonetheless, further consideration will be needed regarding how to better
balance short-term needs with longer-term requirements.
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Infrastructure Investment: Prioritisation and Delivery

National Development Plan Review

1. The core focus of the review of the National Development Plan is to fund the supporting
infrastructure to deliver 300,000 additional housing units by 2030 and boost international
competitiveness. Should Government prioritise increases to a small number of priority sectors
to deliver on the core objective of the review?

2. Is the construction sector able to deliver on the State’s ambitious pipeline? Do we need to
attract more workers and investment from abroad?

Infrastructure Delivery

3. Beyond funding, what measures should be taken to enhance the delivery and value for money
of capital projects, while minimising the inflationary impact of additional spending?

4. What are the specific barriers to increased delivery of core economic infrastructure, such as
transport, electricity and water networks in Ireland?

5. What cross cutting policy changes could remove these barriers?

In line with the commitment in the Programme for Government, the Department of Public Expenditure,
National Development Plan Delivery and Reform (DPENDR) has commenced a review of the National
Development Plan (NDP) across Government, to be published in July 2025.

The review will encompass all public capital investment to 2035 and use both Exchequer and non-
Exchequer sources of funding, including the Apple Escrow funds, the Infrastructure, Climate and Nature
Fund, and proceeds of the AIB share sales.

While there is substantial additional funding available for investment, Ireland currently experiences an
infrastructure deficit relative to peer countries. The Irish Fiscal Advisory Council estimate that Ireland’s
infrastructure is 25% lower than average for a high-income European country despite significant
progress over recent years?.

As a holistic review of public capital spending, this review provides an opportunity to implement this
Government’s clear ambition to prioritise the delivery of transformative, critical and growth-enhancing
infrastructure. This will be done by reallocating funding in line with strategic prioritisation, reassessing
investments plans and capital programmes, updating project costings and ensuring a strong focus on
value for money and delivery.

" Irish Fiscal Advisory Council (2024) ‘Ireland’s Infrastructure Demands’, Working Paper 23, Available at:
https://www.fiscalcouncil.ie/infrastructure/
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The scale of the funding requirement in the identified priority areas, coupled with infrastructure demands
across most sectors, indicates the need to strategically prioritise the available funding.

The review will therefore seek to inform the allocation of funding to meet the ambition set out in the
Programme for Government to improve our infrastructure, especially energy, water, transport and
health digitalisation. Improvements to these sectors is required to facilitate the objective of delivering
300,000 additional homes by 2030 and of boosting our competitiveness.

As shown in Figure 1 below, capital expenditure has increased significantly over recent years. From
2019 — 2025, expenditure has increased by over 107%. This reflects an average year-on-year increase
of 14% over the period. In 2025, the capital allocation will reach almost €15 billion, an all-time high.
Table 1 details how capital expenditure allocations have increased across all sectors over the period
2019 — 2025. By sector, the Departments of Housing, Local Government and Heritage (DHLGH) and
Environment, Climate and Communications (DECC) have seen the largest growth in their capital
expenditure allocation. Capital funding to DHLGH increased by €2.4bn (112%) from 2019 to 2025, while
capital funding to DECC increased by €1bn (468%) over the same period. Departments such as
Transport and Health have also had a significant increase, with an almost doubling of their capital
allocation over this period. This demonstrates the broad based nature of increases in capital allocations
over the period.

Figure 1 - Capital Expenditure 2019-2024 and 2025 allocation, € billion
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Source: DPENDR Estimates Management system

21



National Economic Dialogue 2025

Table 1: Largest Spending Departments Capital Expenditure Breakdown 2019 — 2025

% Increase

2019 outturn (€m) 2025 (€m) 2019 - 2025
DHLGH 2,151 4,554 112%
Transport 1,552 2,877 85%
Health 689 1,460 112%
Education? 764 1,391 82%
DECC 211 1,199 468%
Other Depts 1,797 3,354 87%
Total 7,164 14,835 107%

Source: DPENDR Estimates Management system

Given the trend of significant increases in capital expenditure, there is a need for strategic prioritisation
and a focus on delivery to ensure that funding is channelled to meet priority needs and that projects
receiving funding are delivered on time and within budget.

There are many factors that contribute to the increased needs for strategic infrastructure, but those
particular to the demand side of the economy are:

e Energy intensity of modern manufacturing and large-scale servers powering cloud / Artificial
Intelligences3;

e Greater electrification of the housing and transport sectors, which were primarily fuelled by
imported fossil fuels;

e Strong economic growth, with record numbers at work and requiring housing; and

e Higher demographic growth than previously anticipated, placing pressure on infrastructure
(annual increase of 1.3% between census 2016 and 2022, versus an estimated increase of
0.8% underpinning the National Planning Framework (NPF) in 2018, which has led to the
population to be 111,000 higher than expected as of 2022).

Compounding the significant growth in demand has been the difficulty in adding capital stock to boost
supply. To date, projects in critical sectors have faced challenges beyond funding, including:
e Judicial Reviews of successful planning decisions and local opposition to proposed
developments (particularly onshore wind/solar generation). This has been identified in the
Draghi Report4, which found that Ireland has among the longest processes in the European
Union to get planning consents for both solar PV and onshore wind projects;

2 Some DFHERIS functions had not transferred from Education in 2019 so the figures in the table have been adjusted to
assume it had taken place.

3 As an example of the growing intensity of energy required for new technologies, a ChatGPT query needs nearly 10 times as
much electricity to process as a traditional Google search.

4 The future of European competitiveness (European Commission, Sept 2024)
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e Energy and Water sectors also rely on additional environmental consents beyond planning
(consents for extraction, energy generation, waste licenses etc.);

e Labour supply shortages, particularly in the construction sector, which faces competing
demands for its resources (e.g. retrofit vs. housing construction); and

e The availability of construction companies to tender and bring competitive tension has been a
challenge.

The NDP 2021-2030 document estimated that an annual average of up to approximately 47,000 direct
and 33,000 indirect construction jobs would be sustained by the investment over the course of the NDP.
With additional funding available as part of the NDP Review, there will be an additional demand for
construction workers to deliver the projects receiving funding.

The Department of Further and Higher Education, Research, Innovation and Science (DFHERIS)
recently updated a report® which forecasts the skills required to deliver 50,000 new homes annually
and meet national retrofit targets. It found that in a no change approach, 80,000 additional construction
workers will have to be recruited to build an average of 50,000 new homes annually and to retrofit
444,106 older, existing homes. In a scenario where Modern Methods of Construction was adopted
significantly, the additional construction workforce requirement reduces to 70,000, i.e., 10,000 fewer
additional workers.

At time of writing, Indecon Economic Consultants have been appointed by DFHERIS to provide
research to develop an integrated national framework for meeting priority construction workforce needs
with labour demand modelling. While this analysis will further detail the trade-offs involved, it is clear
from existing analyses that the scale of demands on the construction sector workforce will require
careful management and prioritisation to ensure that priority projects are delivered in line with the aims
of the Review.

The continued impact of construction inflation on projects has also challenged cost-efficient delivery.
For example, Table 2 shows that the price of all construction materials increased by 27% on average
from January 2021 to March 2025. There is a risk that stimulus spending as part of the investment in
essential infrastructure could drive further inflation. In prioritising sectors for funding, a challenge will be
to manage these trade-offs and constraints to ensure effective delivery.

5 An Update to the Report on the Analysis of Skills for Residential Construction and Retrofitting (DFHERIS 2024)
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Table 2: Construction input inflation index and percentage monthly and annual change, March
2025 (base year 2021 as 100)

Materials Index M&?:;,Ige% A&?;r?é?
Mar-25 Mar-25 Mar-25
Stone, Sand and Gravel 131.6 0.4 1.9
Cement 151.4 0 5.7
Structural Steel and Reinforcing Metal 129.3 -0.1 -2.5
Rough Timber (including plain swan) 88.7 0 -0.3

Bituminous macadam, asphalt and

. . . 124 0.2 -0.9
bituminous emulsions
Electrical Fittings 110.3 -0.4 -4.5
All Other Material 124.7 0.2 1.6
All Materials 126.9 0.2 1

Source: CSO Wholesale Price Index

Total capital investment in 2025 will be almost €15 billion which is the highest annual spend to date in
this country and four times the level of investment only 10 years ago. This continued investment is
providing housing, school buildings and transport infrastructure across the country, building capacity for
our future.
In the past five years, there has been more than €65 billion invested in capital infrastructure projects
across our country to improve people’s lives through the National Development Plan. This includes:
e 171 kilometres of new roads across the national, regional and local networks
e 257 kilometres of cycling infrastructure
o 496 kilometres of walking infrastructure in our towns and cities, and a further 222 kilometres of
Greenways
e Better health facilities including the National Forensic Mental Hospital in Portrane; four major
hospital extensions in Drogheda, Limerick, Clonmel and Waterford and new primary care
centres all over the country
e Cultural and sporting amenities such as the Indoor Arena and elite training facilities at the
Sports Campus in Blanchardstown
e Improved connectivity such as the North Runway Project at Dublin Airport
e Hundreds of projects funded under the Rural and Urban Regeneration and Development
Funds, the Disruptive Technologies Innovation Fund and the Climate Action Fund.

While recognising the significant progress to date, reforms are being progressed to boost delivery to
ensure that projects are delivered on time and within budget.

The Department’s expanded role in Infrastructure delivery provides an opportunity to develop policy
proposals to improve infrastructure delivery as delayed development of infrastructure leads to costs that
are borne across society. These costs include the increased costs from delays and the opportunity
costs in terms of investments foregone.
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The Department’s first task in its expanded infrastructure delivery mandate is to identify the most
significant barriers impeding infrastructure development. To undertake this task, experts from a range
of semi-state companies and state agencies have been redeployed to the Department, and the Minister
has established an Accelerating Infrastructure Taskforce with senior experts to provide guidance and
advice.

Over the coming weeks and months, the Department will be gathering evidence on how infrastructure
is developed in certain key sectors. There are four strands to this work:

1. The deployed experts will bring their own substantial expertise and experience and that of
their parent organisations to bear on how the development cycle has evolved over time and
the issues impacting infrastructure delivery in their sector.

2. The Department along with the deployed experts will engage with a range of key
stakeholders and representative organisations involved with infrastructure development to
consider their views as part of this public consultation on how infrastructure development
can be reformed and accelerated.

3. The Department will review international best practice and reforms to infrastructure
development that have been successfully implemented in other jurisdictions.

4. A report will be prepared for Government on the barriers to delivering core economic
infrastructure.

The aim of this work is to present a systematic assessment of the infrastructure development cycle
across key sectors to Government. This will include a view on the most pressing barriers to
infrastructure development, and it will focus on critical economic infrastructure, specifically the
electricity, water and transport sectors. These sectors have been chosen as this infrastructure is
required to underpin the development of all other infrastructure in the State, whether social or economic.

Arising from this assessment, a series of focused, high impact reforms and actions will be developed
for consideration by Government. These actions will focus on where reforms can be introduced that will
improve the efficiency of current processes, focusing on achieving the dual benefit of balancing the
achievement of positive outcomes, such as value for money, public input, and sustainability with the
timely provision of infrastructure that benefits society.

To support this work, a Public Consultation has been issued to give interested parties an opportunity to
contribute their views, expertise, and evidence to inform the work of the Department. A selection of the
guestions from the public consultation have been included as part of this paper.

Capital investment has reached an all-time high in 2025, at almost €15 billion. This reflects the highest
ever annual investment in infrastructure in this country and four times the level of investment only 10
years ago. This has arisen from substantial broad-based year-on-year increases to capital allocations
over recent years.

The Programme for Government has prioritised an early review of the National Development Plan,
encompassing all public capital investment (Exchequer and non-Exchequer sources of funding) through
to 2035. The reallocation of funding is intended to deliver on the ambition of the Government to improve
our infrastructure, especially: housing, energy, water, transport and health digitalisation.

The Review will therefore inform strategic prioritisation to achieve the overarching objective of delivering
300,000 additional housing units by 2030 and boosting our international competitiveness. As we look
to boost infrastructure delivery, consideration needs to extend beyond funding to address non-funding
barriers to delivery, such as planning and approval processes and labour supply shortages. Reforms
underway in these areas are critical to unlocking timely delivery, underpinned by the principle of value-
for-money.

25



National Economic Dialogue 2025

Climate and Sustainability: Transitioning the Irish Economy

1. Achieving Climate Action Plan 2025 (CAP25) targets and halving our emissions by 2030 will
require significant efforts from both the private sector and individuals, as well as Government.
In a growing economy, is our approach to climate action responsive and agile enough to adapt
to evolving political and economic circumstances, and a changing geo-political landscape?

2. Security of energy supply, energy and food price inflation and affordability, and building
resilience to economic shocks are some of the main threats/opportunities to sustaining progress
towards our sustainability goals; how can we mitigate/adapt these and others?

3. Further behavioural change progress is required to achieve a just and green transition - what
needs to be done to improve how climate action is framed from an economic and social policy
perspective?

4. Early action is critical to ensuring cost effective compliance with legally binding EU targets as
well as to avoid the costs of inaction - what can be done to accelerate delivery and to remove
impediments and barriers to investments across key sectors?

Decarbonising economic activity or systematically reducing carbon emissions across all areas of the
economy is a key part of the global policy response to addressing the risks and challenges posed by
climate change. To meet climate targets set out by the Paris agreement across Europe the European
Green Deal commits the EU Member States to cut greenhouse gas (GHG) emissions and become
climate-neutral by 2050.1

Against this background, the Programme for Government 2025, “Securing Ireland’s Future”, the
Government has also set out its commitment to address the risks and challenges posed by climate
change. Ireland’s national emissions reduction target as legislated for in the Climate Action and Low
Carbon Development (Amendment) Act 2021, is to achieve a 51 percent reduction in overall GHG
emissions by 2030 compared to 2018 levels, and to reach net zero emissions by 2050. This is to be
achieved through a series of rolling “carbon budgets” that set out the maximum level of emissions that
may be permitted over 5-year periods. These carbon budgets have been further sub-divided into a
series of sectoral emissions ceilings. These sectoral ceilings set the maximum level of emissions that
may be released by each sector over the period of the carbon budget. 2

! See The European Green Deal - European Commission

2 See Climate Action and Low Carbon Development (Amendment) Act 2021 (irishstatutebook.ie) and gov.ie - Programme for
Government 2025 - Securing Ireland's Future
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Recent publications by the Climate Change Advisory Council (CCAC) and the Environmental Protection
Agency (EPA) however have raised concerns that Ireland will not meet its Sectoral Emission Ceilings
(SECs), or Carbon Budget targets for 2021 to 2025 or for 2026 to 2030, unless urgent action is taken
and emissions begin to fall much more rapidly.® Based on current provisional national total GHG
emissions level estimates, the EPA highlights that almost all sectors are on a trajectory to exceed their
national SECs for 2025 and 2030.4

Since hitting a peak in 2001 of around 78 million tonnes of carbon dioxide equivalent (Mt of CO2), overall
GHG emissions in Ireland have fallen over the last two decades, to currently stand at 58.3 Mt of CO: in
2024, just below 1990 levels of 60.8 Mt of CO: (see figure 1A).5

Over the remainder of the decade to reach the 2030 target will require a 9.5 percent annual reduction
in GHG emissions (see figure 1b). This gap is significant when compared with historical trends. For
context, in 2020 during the Covid-19 pandemic country-wide lockdown, overall national GHG carbon
emissions only fell by 5 percent compared to 2018 levels.

Figure 1: Ireland’s Greenhouse Gas Emission Trends

A: Ireland’s total GHG’s emission levels 1990-2023, and projection estimates 2024-2030
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Source: Environmental Protection Agency (EPA) national inventory GHG emissions March 2025 data and EPA GHG emissions projections

2024-2055 data publication May 2025. Analysis Department of Finance. Note: Ireland’s total GHG’s emission levels include LULUCF, in MtCO:>
equivalent 1990-2024.

3 See Climate Change Advisory Council Annual Report: News | Annual Review 2024 - Cross Sectoral Review | Climate Change
Advisory Council and EPA Ireland's Greenhouse Gas Emissions Projections 2024-2055 | Environmental Protection Agency. For
further details on Ireland’s Sectoral Emissions Ceiling see: gov - Sectoral Emissions Ceilings (www.gov.ie), and see Reducing
emissions from aviation - European Commission (europa.eu). Note in July 2022 based on recommendations made by the
Climate Change Advisory Council (CCAC), the Government agreed to establish three five-year Carbon Budgetary periods.
These Carbon Budgets indicate the total amount of emissions or Sectoral Emission Ceilings (SECs), expressed in tonnes of
CO; equivalent (CO.eq.), that can be emitted for almost all sectors of the economy for each of the following periods: 2021-
2025, 2026-2030, and 2031-2035. SECs are enacted to set the total amount of permitted GHG emissions that each sector of
the economy can produce during a carbon budget five-year period. SECs are set for the following sectors: electricity, transport,
buildings, industry, agriculture and other. It is important to note that international aviation emissions fall under the EU emission
trading system (EU ETS) as these emissions can only be collectively addressed by Member States.

4 See Ireland's Greenhouse Gas Emissions Projections 2024-2055 | Environmental Protection Agency

5 See Climate Action Plan 2025 and gov.ie - Programme for Government 2025 - Securing Ireland's Future

6 Based on the latest available greenhouse gas (GHG) emissions inventory data published by the Environmental Protection
Agency March 2025, see Ireland's National Inventory Submissions 2025 | Environmental Protection Agency and Ireland's
Greenhouse Gas Emissions Projections 2024-2055 | Environmental Protection Agency May 2025 publication.
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Ireland’s greenhouse gas emissions compared to other European countries

In a European context, comparing Ireland’s total GHG emissions per capita to other European countries
per capita emissions, shows that they are the third highest after Luxemburg and Iceland (see figure 2).
In a European Union (EU) context, Ireland’s GHG emissions per capita stands at 4.2 million tonnes or
56 percent above the EU-27 average. Interestingly, one tonne of the 4.2 tonne gap between Ireland’s
and the EU-27 average per capita GHG emissions was attributable to differences in CO2 emissions,
but just over 2% tonnes of the gap came from excess methane emissions in Ireland. This is particularly
notable since Irish methane emissions are more than 3.9 times higher than the EU average per capita
GHG emissions. Ireland currently also has the largest Methane CO:z equivalent per capita compared to
other European countries (see figure 2a).

Based on current levels of ESR GHG emissions in Ireland which stood at c.42.8 Mt of CO2 emissions
in 2022, linear estimates suggest that this will currently require around a 6.1 per cent annual reduction
in ESR GHG emissions over the remainder of the decade to achieve Ireland’s EU target (see figure
2b).”

Figure 2: Ireland’s greenhouse gases in a European Context

A: Ireland’s GHG emissions vs other European B: Ireland’s European GHG emissions target by
Countries, in 2022 2030
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" Based on the latest available GHG emissions inventory data published by the Environmental Protection Agency (EPA).
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It is important to note that if the State does not achieve its EU climate and energy targets directly, that
it has the option to make use of various flexibilities that are available to assist Member States (for
example, purchasing surplus carbon credits or statistical transfers from other Member States). Ireland
made use of such flexibilities to meet compliance with its EU 2020 climate and energy targets at a cost
of approximately €150 million. Estimating the costs which may arise as a result of the States projected
performance against its obligations under EU 2030 climate and energy legislation is a complex and
evolving area. Any costs involved would be a function of Ireland’s gap to target and the potential market
price at which Member States with surplus may be willing to sell. In a 2023 Spending Review, the
potential cost of purchasing compliance with ESR targets was estimated at between €3.5 billion -
€8.1billion8. More recently, the Irish Fiscal Advisory Council (IFAC) and the Climate Change Advisory
Council have estimated that the cost for purchasing compliance with ESR, renewable energy directive
(RED) and land-use, land-use-change and forestry (LULUCF) compliance could be between €8 billion
and €26 billion®.

As noted in the IFAC and CCAC paper, the market price for such carbon credits/statistical transfers is
not known, so any estimates of potential compliance costs are inherently highly uncertain. Nevertheless,
such estimates provide a useful indication of potential expenditure risk associated with purchasing
compliance. The State will be exploring all avenues available to it to meet compliance with its EU 2030
climate and energy targets, including continuing to invest significantly in policies and measures that will
support Ireland’s transition to a low-carbon economy, as well as exploring the various flexibilities
available under EU legislation to assist Member States in meeting compliance.

At the sectoral level a decomposition analysis of GHG emission levels and economic activity indicates
the Agriculture, Forestry and Fishing sector including manufacturing of food products, beverages and
tobacco is the largest contributor to the overall GHG emissions in Ireland at around 42 percent of total
GHG emissions in 2022, and the lowest contributor to employment, gross value add and exports in the
economy compared to other sectors (see table 1).1° Households, and Industry (including construction)
are the second and third largest contributors of GHG emission at 23 and 16 percent respectively in
2022, followed by the Services sector and Transport and Distribution sector. Interestingly, Industry
(including construction) and the Services sector contribute almost 90 percent of total economic output
in the economy on a GVA basis, and 74 percent of total employment, but account for just over a quarter
of total GHG emissions (see table 1). When interpreting the findings it is important to note that
households are accounted for as consumers. Thus, the household sector contributes to GHG
emissions, however households as consumers do not contribute to employment, GVA, goods export or
services export trade production activity in the economy (see table 1).11

8 See Department of the Environment, Climate and Communications and the Department of Public Expenditure, NDP Delivery
and Reform paper https://assets.gov.ie/246850/5982d0ec-1590-4caf-8c40-ce8bf178f5fc.pdf

® See https://www.climatecouncil.ie/councilpublications/otherpublications/#d.en.129929

10 Note: GHG emissions data is based on Environmental Protection Agency national inventory emissions data that excludes
Land Use Land Use Change and Forestry (LULUCF) published March 2023 and CSO DEFEAQ1 - Greenhouse Gas Emissions
data.

11 For further details see CSO publication Decoupling Emissions from Economic Activity 2022 - Central Statistics Office
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Table 1: Economic Activity linked to Greenhouse Gas Emissions in Ireland (in 2022)

Agriculture
Forestry
Fishing and Industry Transport
Manufacturing including Services and Total Total
of Food, Construction (%) Distribution (%) (level)
Beverage and (%) (%)
tobacco
products* (%
Share of Greenhouse 16 10 9 100 61
MtCO,
Gas Emissions
Share of Employment 15 59 17 100 26
million
(Persons)
Share of Gross Value \ 41 48 8 100 €497
billion
Added
Share of Goods 78 4 8 100 €199
billion
Exports
Share of Services = 11 87 1 100 €3f10
billion
Exports*

Source: CSO and EPA national inventory data, Department of Finance analysis. * Note due to confidentiality issues with CSO
data estimates may not fully account for total Services exports. In addition, Industry including Construction in the table excludes
Manufacturing of Food, Beverage and tobacco products. The GHG emissions total excludes land-use, land-use change and
forestry (LULUCF) emissions, due to LULUCF currently not assigned to NACE-codes. In relation to GHG emissions from
electricity generation, the CSO state that GHG emissions from fossil fuels used to generate electricity are assigned to the NACE
sector of the final user of the electricity. Households are accounted for as consumers in the CSO’s data that links territory principle
GHG emissions to economic activities. The household sector contributes to GHG emissions, however households as consumers
do not contribute to employment, GVA, goods export or services export trade production activity in the economy. Note rounding
to the nearest percentage may impact totals.

On a more detailed sectoral level disaggregation, a decomposition analysis of GHG emission levels
and economic activity indicates that, even when excluding manufacturing of food products, beverages
and tobacco, the Agriculture, Forestry and Fishing sector remains the largest contributor to the overall
GHG emissions in Ireland at around 39 percent of the total in 2022, and one of the lowest contributors
to employment, gross value add and exports in the economy compared to other sectors see (table 2).12

12 Note: GHG emissions data is based on Environmental Protection Agency national inventory emissions data that excludes
Land Use Land Use Change and Forestry (LULUCF) published March 2023 and CSO DEFEAQ1 - Greenhouse Gas Emissions
data.
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Table 2: Sectoral Economic Activity linked to GHG Emissions in Ireland (in 2022)

Share of Share of e Share of Share of
Greenhouse Gas Gross Value Goods Services

Emissions Added = pla e Exports Exports

(Mt CO) (€bn) (Fersens) (€bn) (€bn)

Agriculture, Forestry

and Fishing (%) 39 1 4 0 0

Households*
consumption (%)

Industry (excluding
Construction) %

Transport, distribution,
hotels and restaurants (%)

Manufacture of food
products, beverages and
tobacco

Information and
Communication (%)

Public administration,
education and health (%)

Construction (%)

Professional, administration
and support services (%)

Arts, entertainment
and other services (%)

Financial and insurance
activities (%)

Real estate activities (%)

Total (%) 100 100 100 100

€497 2.6 €199 €340

e ((leve) billion million billion billion

Source: CSO and EPA national inventory data, Department of Finance analysis. * Note due to confidentiality issues with CSO
data estimates may not fully account for total Services exports. In addition, the GHG emissions total excludes LULUCF emissions,
due to LULUCF currently not assigned to NACE-codes. In relation to GHG emissions from electricity generation, the CSO state
that GHG emissions from fossil fuels used to generate electricity are assigned to the NACE sector of the final user of the
electricity. Households are accounted for as consumers in the CSQO’s data that links territory principle GHG emissions to economic
activities. The household sector contributes to GHG emissions, however households as consumers do not contribute to
employment, GVA, goods export or services export trade production activity in the economy. Note rounding to the nearest
percentage may impact totals.

The Household sector and Industry (excluding construction) are the second and third largest
contributors of total GHG emissions at 23 and 15 percent respectively in 2022, followed by the
Transport, Distribution, Hotel and Restaurants sector (see table 2).

When interpreting the results presented in table 2 is important to note however that the output of

Agriculture is an important input for other NACE sectors, for example in 2020, “43 percent of the value
of the output of the Agriculture, Forestry and Fishing sector was used as input for the manufacture of
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food products” based on CSO data. In addition, in 2022, “41 percent of Household GHG emissions were
from fossil fuels used for household heating, 36 percent were from fossil fuels used for transport, and
21 percent were from electricity use (including electricity used for heating and transport)”.%3

Over the next five years, transitioning the economy towards achieving the CAP objectives, meeting the
SECs and Carbon Budget targets by 2030, while working to ensure that no sector or community is left
behind, will be extremely challenging. Should Ireland fail to make sufficient progress towards its EU
2030 climate and energy targets, there are however flexibility options available to meet compliance
obligations set out in relevant EU legislation, which Government could choose to exercise. In 2023, joint
research conducted by the Department of the Environment, Climate and Communications (DECC) and
the Department of Public Expenditure, NDP Delivery and Reform estimated that costs of non-
compliance could range from around €3.5 billion (under the Fit for 55 WAM scenario) up to around €8.1
billion (under the WEM scenario) from 2021 up to 2030 under the EU’s Effort Sharing Regulation (ESR)
alone.'*15 In addition, as noted in CAP25, IFAC and the CCAC have recently published work assessing
potential compliance costs with the EU’'s ESR and the considerable degree of uncertainty involved.
They also point out that, to reduce potential costs, a significant emissions reduction will be needed.6

As our economy continues to decarbonise, and in facilitating the transition to carbon-neutrality, policy-
makers will inevitably face important trade-offs, including with regard to the energy trilemma of
affordability, security and sustainability and that the transition is managed in a fair and equitable
manner.t” In addition, there will need to be an increased focus on addressing the risks of climate inaction
by removing barriers which are hindering progress and causing slower rates of delivery than those
necessary to achieve our national, EU and international commitments.

Taxation policy plays a central role in incentivising or nudging the behavioural change necessary to
reduce GHG emissions and produce additional environmental benefits. Environmentally positive
taxation policy, operating in conjunction with other measures, provides an important policy lever for
advancing climate action and assisting to achieve carbon budgets and SECs. Fiscal measures, which
help to incentivise the use of greener fuels and technologies and a move away from pollutant fossil
fuels, will play an important role in the journey to a carbon neutral economy by 2050.18 Ensuring the
optimal mix of supports, regulation and taxation in place is a vital consideration for Government,
especially as we know action today is more cost-effective than action tomorrow.

To address the challenges and advance climate action, Government has shown its commitment by
providing significant levels of public resources for investment in the green transition, and to achieve the

13 See Decoupling Emissions from Economic Activity 2022 - Central Statistics Office

14 See Irish Government Evaluation and Economic Services Spending Review 2023 joint paper by the Department of the
Environment, Climate and Communications (DECC) and the Department of Public Expenditure, NDP Delivery and Reform
(DPENDRY), Estimating the Potential Cost of Compliance with 2030 Climate & Energy Targets. Link:
https://assets.gov.ie/246850/5982d0ec-1590-4caf-8c40-ce8bf178f5fc.pdf, and see Climate Action Plan 2024 (page 16) for more
information on the costs of compliance: https://www.gov.ie/en/publication/79659-climate-action-plan-2024/

15 This figure is focused on a range of possible outcomes to allow for a sensitivity analysis as advised by section 4.9.2 of the
Public Spending Code (PSC, 2019). The with existing measures (WEM) scenario is a projection of future emissions based on
the measures currently implemented and actions committed to by Government. With Additional Measures (WAM) scenario is
the projection of future emissions based on the measures outlined in the latest Government plans at the time projections are
compiled. This includes all policies and measures included in the WEM scenario, plus those included in Government plans but
not yet implemented. See Frequently asked questions | Environmental Protection Agency (epa.ie)

16 See Climate Action Plan 2025

17 See The National Demand Management Strategy: gov - New National Demand Management Strategy aims to reduce
congestion and free up our cities and towns (www.gov.ie) and: Climate Action Plan_2025 updated cover.pdf

18 See gov - Potential fiscal impacts of the transition to a lower carbon economy in Ireland (www.gov.ie) and Climate Action and
Tax Strategy Group — 23/07 July 2023 link: gov - Budget 2024 Tax Strategy Group papers (www.gov.ie)
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objective of a climate resilient, biodiversity rich, environmentally sustainable and climate neutral
economy by 2050. In both 2024 and 2025, voted public expenditure allocated to climate and
environmentally favourable programmes increased year-on-year. As part of the revised estimates
volume (REV) 2024 some €5.4 billion was allocated to climate and environmentally favourable
expenditure programmes for spending in that year. In REV 2025 (December 2024), it was considered
that some €7 billion of expenditure that is allocated for spending in 2025 will have a probable favourable
climate/environmental impact and support the green transition.

The Infrastructure, Climate and Nature Fund (ICNF) is providing €3.15 billion for designated
environmental projects to be allocated as part of the national development plan (NDP) review. It's
important to note that public investment alone however will not be sufficient to fund the transition, reduce
national GHG emissions and support the development of a climate resilient economy. A mix of
regulatory changes, taxation policy, subsidies, and private investment will be required to fund climate
action alongside the significant public expenditure resources applied to these objectives.

To this end, green financing is fundamental to guide, support and drive the transition. Ireland was
among the first European countries to issue Sovereign Green Bonds. To date, Ireland, acting through
the National Treasury Management Agency, has raised €11.3 billion, the proceeds of which have been
allocated against eligible green projects which generate a positive environmental benefit in six broad
categories; Built Environment/Energy Efficiency, Clean Transportation, Climate Change Adaptation,
Environmentally Sustainable Management of Living Natural Resources/Land Use, Renewable Energy
and Sustainable Water/Wastewater Management.

There is also commercial interest in Green Bonds. In 2025, AIB raised €500 million from the issuance
of its seventh green bond, bringing their total green bond issuance to €5.15 billion, while Bank of Ireland
raised €750 million from a new green bond in 2025 bringing their total green bond issuance to date to
€5.6 billion. In September 2023, the ESB raised €500 million issuing a green bond that aligns with the
European Union’s Taxonomy for sustainable activities. This shows the strength and influence of the EU
approach to steering financing towards the green transition.

The transition to a green economy also presents opportunities, and the EU taxonomy is a pivotal
instrument to guide and support Ireland’s green transition. The taxonomy acts as a classification
system for sustainable activities. The European Green Bond Standard utilises the detailed criteria of
the EU Taxonomy to define green economic activities and allows investors to clearly identify projects
that align with environmental goals. Sustainable Irish companies meeting these clear standards can
utilise the EU taxonomy. This will help drive and steer investment towards truly environmentally
sustainable projects.

In this context, key measures committed to as part of the national Climate Action Plan to reduce
emissions include:

e Significant expansion of renewable electricity generation, to reach 9 GW of onshore wind
energy, 8 GW of solar energy, and 5 GW of offshore wind energy production by 2030, in parallel
with the phasing out of coal and peat electricity generation.

e Greater energy efficiency within the built environment, through the completion of 500,000 B2
retrofits and the installation of heat pumps in 680,000 new and existing dwellings by 2030.

e Reducing transport emissions by cutting car journeys by 20%, ensuring that nearly 1 in 3 cars
is electric by 2030, and supporting a shift to more sustainable transport whereby walking,
cycling and public transport account for 50% of our journeys.
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e Reduced use of chemical nitrogen fertilizer in the agriculture section, along with the expansion
of organic farming to 450,000 hectares and tillage to 360,000 hectares and using anaerobic
digestion to reach 5.7 TWh of biomethane production (a more environmentally friendly natural
gas substitute) by 2030.

Cost-effectiveness is a fundamental element for a successful green transition and is key when selecting
which measures to implement and how to implement them. Consideration of both the sustainable use
of the public finances and equitable burden sharing in the planning of climate action measures is a
requirement of the 2021 Climate Act. The costs of climate action, which can be regressive in nature,
must be distributed fairly across both the public and private sector and therefore the economic
environment and regulatory framework need to be effectively used to mobilise private investment.

At a societal level, behavioural change has a crucial role to play in limiting climate change and protecting
our environment for future generations. This will require individuals, households and firms to think about
how they utilise resources and what changes can be made to promote a low-carbon circular economy
that benefits everyone. This again is something that requires broad stakeholder engagement to create
the degree of trust and buy-in required for these to be successful. An integral part of this process will
be planning for the just transition to which the Government is committed and in which no sector of
society or community should be left behind. We are keen to hear your views on innovative ways to bring
about this just transition and to maximise the opportunities it can bring for all of society as part of the
National Economic Dialogue.

As recent years have shown, unexpected new challenges can arise at any time, so it is important that
our climate action strategy is both resilient, adaptive, and embedded within the public policymaking
process. Costs of climate events are already with us, notably the storm events of late last year and early
this year. Taking account of climate change will not only ensure that we can overcome unforeseen
setbacks, but also that climate considerations are factored into decision making across the entirety of
the public service, to take account of any direct or indirect impacts that policies may have on the
environment.

Given the scale of the transition needed to avoid the worst impacts of climate change, the National
Economic Dialogue provides an excellent opportunity for exchanging views, and discussing how all of
us as stakeholders can contribute to prioritise measures that will achieve our targets in the most cost-
effective manner.

e Achieving Climate Action Plan 2025 (CAP25) targets and halving our emissions by 2030 will
require significant efforts from both the private sector and individuals, as well as Government.
In a growing economy, is our approach to climate action responsive and agile enough to adapt
to evolving political and economic circumstances, and a changing geo-political landscape?

e Security of energy supply, energy and food price inflation and affordability, and building
resilience to economic shocks are some of the main threats/opportunities to sustaining progress
towards our sustainability goals; how can we mitigate/adapt these and others?

e Further behavioural change progress is required to achieve a just and green transition - what
needs to be done to improve how climate action is framed from an economic and social policy
perspective?
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e Early action is critical to ensuring cost effective compliance with legally binding EU targets as
well as to avoid the costs of inaction - what can be done to accelerate delivery and to remove
impediments and barriers to investments across key sectors?
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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.

37



National Economic Dialogue 2025

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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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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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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A Successor to Housing for All: Overcoming Structural Challenges

1. How can the State leverage its regulatory and market power to lower the cost of residential
construction, increase viability and improve affordability?

2. Given the scale of investment needed, how can the State attract more private investment into
the housing market?

3. Given fiscal constraints and the need to stay within the path set out in the Medium-Term Plan,
what are the most cost-effective ways the State can increase affordable housing output?

4. What should the respective roles of the LDA, AHBs and Local Authorities be in housing
delivery?

For more than a decade, the housing system has been characterised by a structural imbalance between
demand and supply. The mismatch has presented considerable challenges, including reduced access,
increasing prices and higher rents. In the long-run, housing need is driven by a number of factors
including inter alia economic growth, demographics and trends in household size. In relation to the
former two, Ireland has experienced very strong economic and population growth in the post-pandemic
period (figure 1a).

The supply of housing has not kept pace, with the dynamics of a small and unproductive construction
industry and the need to build more complex typologies amplifying the demand-supply imbalance.

Partly in response, the State’s involvement in the housing system has changed. The end of boom-era
credit conditions, coupled with the legacy of structurally higher construction costs, means that many
people have found themselves unable to provide for their own housing needs. Accordingly, the State
has stepped in and is doing more than ever in the sector. National expenditure as a share of GNI* is
now at record levels, and significantly higher than other advanced economies (figure 1b).
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Figure 1: Change in Irish population and scale of investment
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This year, the State is channelling a record €6.1 billion in capital expenditure into housing — a six-fold
increase in just a decade. Investment under Housing for All delivered a rapid expansion in output in its
initial years, with more than 133,000 new dwellings completed from 2020-2024, almost double the
previous 5-year period. However, a further step-change is required to meet revised targets for output
of 60,000 homes by 2030.

The Department of Finance estimates that around €20bn in annual investment will be required to meet
this target. An expansion of public expenditure in-step with the revised targets would not be fiscally
sustainable in the near - or long-term; this means that significant private capital is also required.

Other factors are also at play. Government policy is centred around avoiding the environmental, social,
and fiscal cost of sprawl. The National Planning Framework has targets around compact growth aiming
at a developing a sustainable system of urban residential construction that complements many people’s
preference for rural or suburban living.

However, it is precisely those denser, urban, and brownfield developments where viability pressures
are most acute. The choices and trade-offs inherent in addressing this issue are at the core of housing

policy.

Recent Developments

Housing Completions

There were 5,938 new dwelling completions in the first quarter of 2025, an increase of 2 per cent on
the same period last year. While this is positive, delivery will need to accelerate significantly through
the year to meet the Government’s target of 41,000 units for 2025.

Commencements

In the year to April, a total of 3,945 homes commenced, a reduction of 87 per cent compared to the
same period last year. The weakness likely reflects front-loading of submissions ahead of deadlines
for the expiration of the Development Levy Waiver and Uisce Eireann rebate last year. In 2024, an
unprecedented number of new homes were commenced (69,060), of which nearly 19,000 were
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submitted in April alone. The spikes in commencement notices in 2024 distort year-on-year
comparisons and the role of commencement notices as leading indicator.

A total of 32,401 homes were granted planning permission in 2024, down 21 per cent on 2023. Houses
were down 2.7 per cent, while planning permissions for apartments were down 39 per cent. Houses
accounted for 59 per cent (19,207) of all planning permissions in 2024 while apartments (13,194)
accounted for 41 per cent. The decline in apartment planning permissions reflects ongoing viability
concerns and weaker Private Rented Sector/Build to Rent (PRS) investment.

Lack of viability is the most significant impediment to increasing housing supply. The legacy of boom-
era construction inflation, as well as the global supply-side shocks that characterised the post-pandemic
period drove construction prices ahead of changes in the aggregate price level (figure 2a). Despite a
recent moderation in growth, housing input costs remain structurally high and have contributed to a
sharp growth in nominal house prices beyond their pre-GFC peak (figure 2b).

Figure 2: Cost and price developments
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The legacy of higher costs is most acute in higher density developments. In fact, there is little or no
market for Build-to-Sell apartments with relatively few owner-occupier apartments being built in the last
decade. The cost to produce a new Build-to-Sell apartment is affordable only for individuals with
earnings in the top deciles (figure 3). Accordingly, apartments are unlikely to be built unless they are
pre-sold to either a PRS investor, the State (AHB, LA, LDA), or subsidised by Government intervention
via Croi Conaithe.
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Figure 3: Income and affordability

A: Income by decile and affordable house prices

= Household Income mmmmmm Affordable House Price
Cost of new build apartment c550k e= = Costof new build house excl GDA c.386k
e= = Costof new build house GDA c.461k
€1200.008 : : : : 'Squeezed middle'- In need of some E Can afford private
Qualify for social housing form of SUbport to purchase : housing without state
€1,000,000 ) PP P ; support
€800,000 : ;
€600,000 i i
e e e s i R e e e e e - -
€400,000 -— ean e eo» e e :— -—es e e» e eo» e e - - -
€200,000 ; I :
€0 _—-_J J : J A
o o o o o o o o o o
5] 5] ) S S S ) S 5] 5]
j) [ [ j Q [} [} j Q Q
[a} [a} a [a} [a} o [a} [a} [a} [a}
@ e ° k= s £ S = £ ]
= & @ < s o = o & S

Source: CSO, DFIN, DHLGH

The economics of the PRS market are different. Dublin experienced a mini-boom in apartment building
between 2019 and 2022 as PRS investors took advantage of the city’s attractive fundamentals (full
employment, rising wages, demand-supply imbalance) and cheap credit. As pandemic-era supply side
shocks contributed to both higher costs and interest rates - PRS viability worsened. Investment
transactions fell more than 80 per cent in 2023. Despite a progressive easing in ECB policy rates, PRS
activity is yet to recover (figure 4a). As a result, the pipeline of PRS apartments — the engine of high-
density delivery over recent years — is forecast to be as low as 1,000 units by 2027 (figure 4b).

The lack of viability in both the BTS and PRS markets poses a significant barrier to the implementation
of public policy which explicitly encourages higher density forms of housing for a host of fiscal,
environmental and demographic reasons.

Viability in traditional housing schemes, although stretched in places, is less of a concern. Supported
by Help-to-Buy and the First Home Scheme, scheme houses are largely viable. Accordingly, three and
four-bed houses on greenfield suburban sites are being built in much greater quantities than

apartments.
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Figure 4: PRS Investment and apartment delivery

A: Private Rental Sector investment 2018-2025, € millions B: PRS Delivery and forecast delivery 2018-2029
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The Department of Finance’s ‘Report on the Availability, Composition, and Flow of Finance for
Residential Development’ (June 2024) found that there is reasonable access to finance for viable
residential developments. While there are fewer domestic banks lending into residential development
in the State, there has been an expansion in alternative and non-bank lenders who are active in the
market.

Notwithstanding, the funding landscape has changed significantly in the period following the financial
crisis. Developers are typically only able to obtain debt funding for approximately 60-70 per cent of the
development cost of a project from banks. Given that many developers are equity constrained, the
remainder is often funded via private finance, private equity or some other form of institutional
investment. These sources of equity are often expensive, and for some developers unattainable, due
to lack of scale and profitability.

Budget 2025 outlined an overall capital provision of over €6.1bn for housing in 2024. Although a very
significant outlay, it is far short of the c. €20 billion required to produce 50,000 units. Accordingly, while
the State is investing unprecedented levels into housing delivery, Government cannot deliver on its
own. The only way to deliver housing at the scale needed is by attracting tens of billions of euro of
private capital to the market over the coming years.
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Table 1: Social housing delivery

Build:

Target 4,969 6,545 7,736 9,500 9,000 9,100 9,300
Output 4,794 6,072 5,064 5,202 7,433 8,110 7,871
Acquisition:

Target 900 1,325 800 800 200 1,500 1,500
Output 2,592 2,752 1,314 1,262 947 1,829 1,501
Lease:

Target 2,000 2,130 2,631 2,450 2,620 2,530 2,130
Output 1,001 1,161 1,440 2,711 1,870 1,999 1,223
Total:

Target 7,869 10,000 11,167 12,750 11,820 13,130 12,930
Output 8,387 9,985 7,818 9,175 10,250 11,938 10,595

Note: These figures exclude rental supports such as RAS and HAP

The construction industry is a low productivity sector arising from the labour-intensive nature of much
of the work, lack of scale and its cyclical nature.! The need for higher density housing poses additional
challenges, as there are likely only 10-12 building contractors capable of delivering apartments at scale.

Low productivity effects both the public and private sectors, but the scale of the public sector as a
funder, producer and buyer in the market should mean that it can achieve efficiencies and cost-effective
practices unavailable to other stakeholders.

The availability of labour represents an additional challenge. The Irish Fiscal and Advisory Council
estimate that around 80,000 additional construction workers will be needed to meet Ireland’s
infrastructural demands. At this point, the pipeline of construction workers from national apprentice
schemes — at around 5,000 per year is far too small to meet that need.

The provision of infrastructure for development is a key factor in future delivery. The recent revision to
the National Planning Framework will shape regional strategies to ensure sufficient levels of residential
land is zoned. Zoning will match current and future population growth, while the revised NDP should
prioritise infrastructure such as energy, water supply and transport connectivity.

However, competition for public capital is intense and industry stakeholders have flagged lack of
delivery by public utility companies over recent years. Prioritisation and the recognition of key trade-
offs will be key to delivery in the area.

" See KPMG Economic analysis of productivity in the Irish construction sector. Available at:
https://assets.gov.ie/75034/5ea76039-b46b-434d-9b66-ab2936df38f7.pdf
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The purpose of this paper was to identify the many structural barriers to addressing the current
imbalance in Ireland’s housing market.

Restoring balance must be a priority — for social and economic reasons — and will require a multi-faceted
approach that recognises, firstly, structural reforms must complement funding by Government and,
secondly, that private sector capital must also be mobilised. This approach ensures that the intervention
by the State can be optimised, while also acknowledging that neither the public or private sectors can
address these issues on their own.

The Government is currently developing a new housing plan, one that will tackle these issues and
increase the supply of all forms of housing — social, affordable, and private. It is hoped that the
discussion will inform that work.
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Medium Term Planning in Agriculture: Opportunities and Challenges

4. Taking into account the rapidly changing global backdrop, and other challenges over the past
decade, what are the main factors behind the resilience of the agri-food sector?

5. The new Multiannual Financial Framework will provide a new context for the sector, including
the next Common Agriculture Policy (CAP) and the Common Fisheries Policy (CFP). How can
the sector work across all stakeholders to prepare and plan for the medium term?

6. How can the sector plan for the future, including a workforce of the future? What is the role of:
e Food Vision 2030 and its vision for environmental, economic and social sustainability
e Generational Renewal
e The Women in Agricultural Action Plan

In recent years, the agri-food sector has shown resilience to global shocks and changes. The abolition
of the Milk Quota in 2015, the UK’s exit from the EU, the Covid-19 pandemic, the Common Agricultural
Policy (CAP) and the Common Fisheries Policy (CFP) reform, geopolitical events such as the Russian
invasion of Ukraine, as well as potential changes in relation to tariffs in the current geopolitical
environment, have set new challenges for all the stakeholders in the sector. These challenges have
required all stakeholders, at National and European level to work together.

The agri-food sector, like many others, is highly reliant on the global environment and trade. This paper
provides an overview of the sector over recent years as the global backdrop has changed in terms of:
¢ Inputs including exchequer supports through the Department of Agriculture, Food and the
Marine, imports and employment rates;
e Output including income and exports;
e Adiscussion of policies aimed at planning for the future and medium-term opportunities.

Over the last ten years, the budget allocation of the Department of Agriculture, Food and the Marine
(DAFM) has increased by 63%, or €756 million.

Figure 1 demonstrates the budget allocations for programmes A- Food Safety, Animal and Plant health
and Animal Welfare, B- Farm/Sector Supports and Controls and C- Policy and Strategy has steadily
increased since 2017. Programme D- Seafood Sector while still increasing substantially overall has had
a more varied path. The allocation fell in 2024 due to the substantial budget increase in years 2022-
2023 attributable to the special temporary allocation from the Brexit Adjustment Reserve (BAR). The
allocation for the seafood sector has still increased by 25 per cent since 2017, demonstrating an
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increase in supports, with a temporary enhancement to address the adjustment period. Farm/Sector
supports and controls have enhanced significantly over the period, due to the increased funding in
schemes such as Agri-Climate Rural Environmental Schemes (ACRES), Organic Farming Schemes,
and sectorial supports such as the Beef Sustainability Schemes and the Animal Welfare Scheme for
Sheep.

Figure 1: DAFM Gross REV budget allocation 2017 — 2025 (€000)
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The CAP Strategic Plan 2023 — 2027 has a budget of €9.8 billion over the five-year period. This includes
an EU fully-funded allocation of almost €6 billion under Pillar I, which targets basic income support and
eco-scheme measures; and national co-financing of €3.8 billion for Pillar I, which is dedicated to
environmental action at farm level. The CFP is funded through its main financial instrument, the
European Maritime, Fisheries and Aquaculture Fund (EMFAF); with a financial allocation for six years,
from 2021 to 2027 of €258.4 million, of which €142.4 million is funded by the EU.?

Year 2024 closed with over €19 billion in agri-food exports. This represented an increase of €4.8 billion,
or 34% growth, in comparison to 2020. In terms of volume, the increase was 730,276 tonnes, or 10%:

o In 2024, the three largest export categories by value were dairy produce, at €6.5 billion (+26%),
beef at €3.1 billion (+34%) and beverages at €2.3 billion (+54%).

e The category with the largest increase in exports by volume was Wool, Flax and Cotton
(+136%), followed by Live Animals (+47%), Beverages (+29%) and Animal Feed (+25%). The
increase in value for each of these categories was: +82% for Wool, Flax and Cotton exports,
+91% for Live Animals, +54% for Beverages, and +50% for Animal Feed.

o Every agri-food export category has increased its value by at least 11% in the last five years,
with the exception of Other Meat & Meat Produce (-27%) and Pigmeat (-0.5%), which have
decreased their volume of product exported by -88% and -10%. Some of the categories have
enlarged their value regardless of the volume of product exported decreased. For instance, the
exports of Poultry fell by 37%, or 49,864 tonnes — nevertheless, their monetary value increased
by 15%. Similarly, Fish exports have decreased their volume by almost 25% but increased its

! For context, the CAP and CFP are EU wide policies and the goals, organisation and funding of the CAP and CFP apply to all
EU countries.
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value more than 11%, as well as Beef exports have also fallen in volume exported by over 6%
but increased its value by 33.5%.

In regard to the agri-food imports, an increase of over €3.67 billion, or 36%, was observed in 2024 in
comparison to 2020. In volume terms, agri-food imports have increased by 15%, or 1,830,216 tonnes:

e In 2024, the three largest import categories by value were Animal Feed at €1.9 billion (+42%),
Beverages at €1.5 billion (+45%) and Cereal & cereal preparations at €1.3 billion (+50%).

e The category with the largest increase was Egg, with 177% more value (+€36,9 million) and
1.3% more volume imported (+161 tonnes), followed by Wool, Flax & Cotton, with 63% more
value (+€8,604 million) and 222% more volume imported (+4,068 tonnes).

e Live animals and Sheepmeat are the only categories of imports that have decreased since
2020; with €78.9 million (-16%) or 2,841 tonnes (-19.5%) less and €16.9 million (-46%) or 3,060
tonnes (-46%) less, respectively.

o Despite the generalised increase in value across the rest of categories of imports, import
categories such as Fish or Coffee, tea, cocoa & spices, have decreased in volume by 5% (-
4,055 tonnes) and 6.5% (-10,337 tonnes), respectively. The increase in the money spend was
26%, or €75 million, and 40%, or €256 million.

Figure 2: Volume and Value of Agri-food Exports and Imports 2020 — 2024 (Tonnes & Billion €)
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As observed in Figure 2, the agri-food exports and imports have increased from 2020 to 2024 both in
volume and value. However, it is noted that while the value of agri-food exports has increased by 33%,
imports have also increased by 36%; while import volume has increased by 15%, and export volume
has grown by 10%. Agrifood exports in 2024 were €19.15 billion, while imports were €13.92 billion
reflecting an overall continued trade surplus for the sector. As set out in Food Vision 2030, Ireland aims
to grow agri-food exports from €14 billion to €21 billion by 2030. This export growth demonstrates both
the importance of trade to the sector and the resilience of the sector to recent global shocks.

In 2024, the agri-food sector employed 6.1% of the total working population of Ireland. Overall, the
percentage of those employed in the Agri-food sector as a proportion of total employment across all
sectors fell by 14% since 2020, from 7.2% in 2020 to 6.1% in 2024. This occurred despite the absolute
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number of people employed in the sector increasing by 3.8%. The growth of people working across all
sectors was far more substantial at 21%, leading to a drop in the sector’s share of total employment.
This estimate only accounts for those who main occupation is working in the Agri-Food sector.
Estimates from the CSO Farm Structure Survey indicate that close to 300,000 people work on farms,
either full-time or part-time.

Beginning in late 2020 (base year 2015=100), there has been significant growth and volatility in both
the output and input price indices relative to previous years, which were generally stable compared to
the 2015 baseline. From late 2020 to early 2024, input prices and output prices began to grow rapidly
and by early 2022, input prices were consistently growing faster than output prices, indicating that
trading conditions were worsening for farmers. However, this trend has reversed since 2024, with output
prices increasing to record levels, whilst input prices have stabilised. This signifies that trading
conditions for farmers are improving significantly, and, as of March 2025, the input index is 29% above
the level of September 2020, while the output index is 64% higher.

Several factors combined to create these conditions, most notably combined pressures arising from
global economic shocks such as Brexit, which led to higher import tariffs and disrupted supply chains
that created inflationary pressure affecting the Irish Agri-Food sector. The effect of Brexit was further
exacerbated by Covid-19 which severely disrupted global supply chains and consumer behaviour.
Furthermore, the lllegal invasion of Ukraine by Russia affected global agricultural commodity markets
significantly, leading to energy price spikes and supply shortages driving input prices up. The recent
increase in output prices and improving terms of trade are linked with higher prices for commodities
such as beef and milk, as well as slowing inflation for key inputs and normalising supply chains.
However, it is important to note that input prices remain at an elevated level relative to their 2015
baseline.

Figure 3: Trends in Agricultural Price Indices — January 2014 to March 2025
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Looking at the determinants of these changes in prices, within the Agricultural Output Price Index
products, since January 2021, Crop Output has increased by 45%, Cattle Output by +89%, Pig output
by +33%, Sheep output by +44%, Poultry by +19%, and Milk by +54%.

53



National Economic Dialogue 2025

In the case of input prices, since their peak in January 2023, Energy prices have declined by -8%,
Electricity prices by -22%, Fertilisers by -46%, and Feeding stuffs by -20%.

According to the CSO’s Value at Current Prices for Output, Input and Income in Agriculture, aggregate
farm income (operating surplus)?, in 2024 increased by €1,025 million, or 32%, compared to 2020. The
overall value at Current Prices for goods output at producer prices by the sector also increased by 37%,
or €3,143 million. The price of all outputs increased in 2024 compared to 2020, with the largest
increases occurring in Livestock products (+49%), mainly thanks to the increase in Milk prices (+49%,
or +€1,139 million). Within Livestock (+31%, or €1,110 million), Horses (+50%), Cattle (+33%) and
Sheep (+30%) output prices rose the most, while Crops had a 34% increase and Cereals grew by 31%.
The Intermediate Consumption -the value of all goods and services used as inputs in the production
(excluding fixed assets)- increased by 34%, or €1,897 million. The largest increases on intermediate
consumption were on Energy and Lubricants (+60%), Feeds (+44%) and Contract Work (+42%).

Overall, as per the estimations reported by Teagasc Outlook 2025, about the Situation and Outlook for
Irish Agriculture; Family Farm Income? is estimated to have increased by an average of 3% since 2020,
despite notable income challenges experienced in 2023 where incomes fell 57% on average compared
to 2022, albeit due to high price effects in the previous year. It should be noted that in a farm household,
the income-earning adults of the household may also receive income from a variety of off-farm activities
that may also contribute to the standard of living and well-being of that household. Furthermore, there
can be significant differences within sectors. Dairy, Cattle Rearing and Cattle Other farms have grown
their incomes between 6% and 20%, while Sheep and Tillage farmers saw decreases averaging 16%
and 7%, respectively. In 2023, Direct Payments accounted for 98.6% of the national average income
per hectare (farm size 46 ha) - €432 of every €438. Out of those €432, 61%, or €264, were issued
through CAP’s Pillar | Payments, however average farm incomes are estimated to have increased by
49% in 2024, implying reduced dependence on Direct Payments. This demonstrates the volatility in the
sector which both off-farm income and direct payments can play a role in stabilising.

The agri-food sector has benefited from an approach to strategic planning through the development of
stakeholder-led strategies. Since their inception over twenty years ago, these have ensured that the
sector has a coherent vision to underpin its continued development. Food Vision 2030 is Ireland’s
current stakeholder-led agri-food strategy, developed for the sector by the sector. Its vision is that
Ireland will become a “World Leader in Sustainable Food Systems”. Working together, all the
stakeholders have committed to transform our agriculture, food, forestry, and marine sectors to achieve
environmental, economic and social sustainability.

Food Vision 2030 was designed using a food systems approach, recognising the requirement to have
greater policy coherence across agriculture, food, and the environment. It contains four high-level
Missions:

2 The operating surplus is calculated by subtracting compensation of employees from factor income. The figure is comprised of
the operating surplus earned by farmers and that earned by agricultural contractors. It is an estimate of income before
deductions for interest payments on borrowed capital, land annuities and rent paid by farmers to landowners for the use of their
land.

3 The Family Farm Income (FFI), the return from farming for family labour, land and capital, is the principal measure used in the
Teagasc National Farm Survey.
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e Mission 1, “A Climate Smart, Environmentally Sustainable Agri-Food Sector”, aims for a
climate-neutral food system by 2050, with measurable progress by 2030. This includes
emissions reductions, carbon sequestration, improvements in air quality, restoration and
enhancement of biodiversity, improvements in water quality, development of diverse forests,
enhanced seafood sustainability, exploring the bioeconomy and strengthening Origin Green.

e Mission 2, “Viable and Resilient Primary Producers, with Enhanced Wellbeing”, places primary
producers, our farmers, fishers and foresters, at the centre and aims to improve
competitiveness and productivity, increase the creation of value and distribute it fairly, introduce
greater diversification in production systems and incomes and to improve the social
sustainability of primary producers.

e Mission 3, “Food which is Safe, Nutritious and Appealing, Trusted and Valued at Home and
Abroad”, looks to protect and build on our global reputation as a trusted supplier of high quality,
safe, sustainable food to consumers at home and abroad, built on sustainable, steady value
growth. This Mission aims to prioritise coherent food and health policies for better health
outcomes, to enhance consumer trust in our food system, to create value add through insight,
innovation and product differentiation.

e Mission 4, “Innovative, Competitive and Resilient Agri-Food Sector, Driven by Technology and
Talent”, promotes challenge focused innovation, enhanced digital adoption and a dynamic skills
avenue to future proof the sector.

The Minister for Agriculture, Food and the Marine chairs a High-Level Implementation Committee
monitoring the delivery, through stakeholder collaboration, of the four Missions. The third annual report
on Food Vision is due to be published shortly.

A new Food Vision 2030 dashboard has also been developed to monitor progress against the key
indicators. To highlight one key indicator, for example, in 2024 exports of agri-food products were valued
at a record €19.26 billion. This is an increase of €1.125 billion from 2023, and 1.6% above the previous
peak of €18.95 billion achieved in 2022. This also represents a significant 58% increase in value over
the last decade, from €11.57 billion in 2014. Significantly, a substantial proportion of the rise in agri-
food exports is driven by value rather than volume.

Demographic challenges for the agricultural sector are not unique to Ireland. The challenge of attracting
young people into a career in farming is widely recognised, both at national and EU level. The most
recent figures show that only 4.35 % of farmers are under 35 years of age, and some 37% of farmers
are over 65.

Supporting young farmers and facilitating generational renewal is critical to ensure a bright future for
the agri-food sector. There are a number of supports currently available under the Common Agricultural
Policy (CAP), a suite of national taxation measures, access to finance supports and education &
training. In addition, Teagasc’s annual “Transferring the Family Farm Clinics” guide farmers on
succession. Despite the significant existing supports, the age demographics of the farming population
are not improving significantly.

Last October, an independent Commission on Generational Renewal in Farming was established. Farm
succession is a complex area and there are many factors that impact farmers’ decisions. The
Commission is adopting an objective, evidence-based approach to examining all the factors involved
and is engaging closely with stakeholders. It will issue a report on options for the future, expected in the
coming months, which will inform next steps.
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Gender equality in agriculture is vitally important for the future sustainability of the sector and it features
in the new Programme for Government. It is also a core principle of the European Union and the current
Common Agriculture Policy (CAP) places particular focus on promoting women’s participation in the
development of rural areas, with special attention to farming.

Ireland’s CAP Strategic Plan (CSP) actively promotes gender equality, through several new initiatives,
such as:

e Anincreased grant rate of 60% under the Women Farmer Capital Investment Scheme (WFCIS)
to fund on-farm investments by trained women farmers (TAMS 3). Tranche 5 of the WFCIS
received 225 applications, of which 147 approvals have been issued and 58 applications are in
progress.

e The inclusion of an option to establish women-only groups in the current Knowledge Transfer
Programme. Improved recording and reporting of gender data and the leveraging of the
National CAP Network to increase the involvement of all women in the implementation of CAP.

e A European Innovation Partnership open call in April 2024 for proposals on “innovative
approaches to support greater gender balance in farming in Ireland”, which led to the
announcement in October of €650,000 in funding for the "Making Farms Work for Women"
project.

Ireland is only one of two member states to have specific measures under their CAP Strategic Plan to
improve gender equality.

Additionally, DAFM supports rural female entrepreneurs by funding the ACORNS programme providing
tailored support to early-stage female entrepreneurs living in rural Ireland. Up to 50 new female
entrepreneurs can participate in ACORNS annually, with ACORNS 11 programme due to launch in
August this year. This initiative has supported over 400 women in rural Ireland over the last ten years.
The programme aims to address the skills and enterprise gaps that female entrepreneurs can face and
takes into account the barriers which often limit entrepreneurial activity in rural areas.

Food Vision 2030, Ireland’s stakeholder-led strategy for the agri-food sector, recognises the importance
of gender balance to the long-term sustainable future for primary producers. Food Vision includes
actions to promote and improve gender balance at all levels within the sector, and included a
commitment to host a National Dialogue on Women in Agriculture.

The Dialogue was held in February 2023 and explored gender equality in farming and the agri-food
sector generally. The outcomes and recommendations were compiled into a report and action plan. A
working group oversees implementation of the action plan and has delivered a number of "Women in
Agriculture" events, an online portal and a "Women in Agriculture Studies Excellence Award" in UCD,
sponsored by DAFM.

In addition, DAFM commissioned research to inform future policies that are focused and targeted to

achieve meaningful change for women in agriculture. For example, the HERSELF project report, to
establish a baseline position on women in agriculture and provide evidence to underpin future policy.
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Despite the challenges faced by the agri-food over recent years, the sector has demonstrated strong
resilience with high levels of exports and improved output prices. Exchequer supports to the sector have
increased substantially over the past 10 years, demonstrating the support by the state throughout these
challenges.

However, challenges remain, increases in input prices and the potential for shocks to inputs
demonstrate a need for agility in the sector. An agility which has been demonstrated for instance in the
reduction and better use of fertiliser inputs, particularly organic solutions, in the face of price increases
following the War in Ukraine. The ongoing global challenges in relation to tariffs is also expected to
have an impact on the sector, which has built up and maintained a strong export base. While the sector
also faces challenges around generational renewal and gender balance. The New Multiannual Financial
Framework and the Common Agriculture Policy (CAP) and Common Fisheries Policy (CFP) will also
provide both opportunities and challenges for the sector.

Agri-food exports have increased significantly, with an increase in the value of the products exported.

Aggregate farm income has also risen during the same period. This demonstrates the ongoing
resilience of the sector.
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Strengthening coherence in disability policy and services for
improved outcomes.

1. Policy coherence: How can a more coherent ‘whole-of-government’ policy approach help
people with disabilities realise their potential and improve life outcomes including in health,
education, and labour-market participation? How best can progress on outcome be
measured?

2. Value-for-money: Expenditure on disability policy has continued to grow significantly over the
last decade. How do we balance resources across service delivery and income supports to
achieve better outcomes for people with disabilities?

3. Medium-Term Expenditure: Looking at a medium-term time horizon (5 years), how do we
ensure that funding for disability services is used effectively and efficiently, reflecting changing
demographics, demand, and commitments under the UNCRPD? What should be prioritised?

4. Public Service Transformation: How can we leverage technology, better use of data, and
user centred design to deliver more integrated services for people with disabilities? How can
the public sector lead the way in closing the employment gap for disabled people in the public
sector workforce?

Disability is a cross-cutting, cross-government policy area currently undergoing significant policy
development including the development of a new National Disability Strategy led by the Department
of Children, Disability, and Equality. Many government departments and agencies have
responsibilities in delivering programmes, services, and supports relating to disability. Expenditure on
disability has continued to grow over the last decade and as of 2024 stands just short of €10 billion,
from around €4.6 billion in 2011.

The ultimate objective of disability policy is to improve outcomes for people with disabilities in line with
commitments under the United Nations Convention on the Rights of Persons with Disabilities
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services. A new standalone Cabinet Committee on Children and Education and Disability has also been
established to oversee the implementation of government commitments in the disability sector.
Disabilities can range from psychological or emotional conditions to conditions which substantially limit
one or more basic activities. The breadth of disabilities is reflected in the range of services provided by
the state. Supports range from additional educational support such as teachers and Special Needs
Assistants to assist students with learning and psychological disabilities in education settings, to
residential care for those with severe intellectual disabilities.

The most recent Census results show that 22% of individuals in Ireland report having a long-lasting
condition or difficulty. Evidence points to an increasing overall prevalence across the population. The
composition or proportion of different conditions is also changing, with increasing disability rates among
younger people and higher rates of psychological disabilities being identified. Challenges persist for
people with disabilities in Ireland, including:

¢ Ireland’s disability employment rate is one of the lowest in the European Union, with only one
in three disabled people being employed.

e Among people unable to work due to a long-standing health problem, one in five live in
consistent poverty and two in five are at risk of living in poverty.

e One in four disabled people report that their health status is ‘bad or very bad’ compared to the
state average of 4%.

In 2024, the Department of Public Expenditure, National Development Plan Delivery, and Reform
convened a series of three events focusing on disability policy. These events focused on the importance
of strengthening data and evidence, policy coherence and taking a system wide approach, with the
ultimate aim of improving value-for-money, service delivery, and outcomes for people with disabilities.
The events brought together a wide range of stakeholders who highlighted common challenges and
actions to strengthen disability policy, improve efficiency, and deliver better services. The main themes
identified were value for money; cross-government coordination; role of disabled person’s
organisations; co-creation of policy; data availability, standards and sharing; and building policy
capability?.

As noted above, there has been significant growth in disability expenditure over the past decade. Total
current expenditure is estimated to be €9.8 billion in 2024, increasing from around €4.6 billion in 2011.
The increase in disability expenditure has accelerated since 2020. In that time, funding has increased
by €2.6 billion, a growth rate of 38%. This is an annual average increase of 8%.

Aggregate expenditure for disability supports and services over the last decade is shown by Department
and by Expenditure Line/Scheme over the last decade in Figure 1. The Department of Social Protection
has the largest disability related expenditure at €3.7 billion in 2024. The Department of Children,
Disability and Equality (DCDE) are the second largest spending department with €3.2 billion of
expenditure in 20242. The third largest disability expenditure area is the Department of Education, with
€2.6 billion of expenditure. Of the three largest spending departments, Education has seen the largest
increase in funding at 7% per annum. The remainder of expenditure is comprised of Department of

1 https://lwww.gov.ie/en/department-of-public-expenditure-ndp-delivery-and-reform/publications/better-
public-services-publications/

2 Responsibility for specialist Disability services transferred from the Department of Health to the
Department of Children, Equality, Disability, Integration and Youth on 1 March 2023
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Housing, Department of Further and Higher Education, Research, Innovation, and Science (DFHERIS),
and the Access and Inclusion Model (AIM).

Figure 1 - Disability Expenditure by Department, € Million
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Figure 1 shows disability related expenditure by Department from 2011 to 2024 in a stacked area chart. The Department of Social Protection
(dark green) has seen expenditure increase from €1.9 billion in 2011 to €3.7 billion in 2024. Expenditure in the Department of Children, Disability,
and Equality (gold) has increased from €1.5 billion in 2011 to €3 billion in 2024. The Department of Education’s (green) expenditure has increased
from €1.2 billion to €2.8 billion.

Figure 2 breaks down the expenditure into a line-item level. Disability Allowance is the largest area of
expenditure at €2.4 billion in 2024. Eligibility for disability allowance is subject to an injury, disease or
physical or mental disability that has continued for at least one year or is expected to continue for at
least one year, which needs to be validated by a doctor. The disability must also substantially restrict
an individual from doing work that would be suitable for a person of that age, experience and
gualification level. Residential care is the second largest line item and includes residential care and
group supported housing for those with an often-severe intellectual disability. In 2024, €1.8 billion was
allocated to this service delivery. The third largest line item of expenditure is the additional teachers for
Special Education Needs in both mainstream and special class settings, with expenditure of
approximately €1.5 billion.
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Figure 2 - Disability Expenditure by Line-ltem (Million €)
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Figure 2 shows disability expenditure for six line-items for the years 2014, 2019, and 2024. at a line-item level from 2011 through to 2024 in a bar
chart. Residential Care expenditure was €876 million in 2014, €1. 215 billion in 2019, and €1.755 billion in 2024. Adult Day Programme
expenditure was €330 million in 2014, €458 million in 2019, and €726 million in 2024. Disability Allowance expenditure was €1.238 billion in 2014,
€1.706 billion in 2019, and €2.408 billion in 2024. Invalidity Pension was €652 million in 2014, €728 million in 2019, and €852 in 2019. Teacher
expenditure €737 million in 2014, €1.151 billion in 2019 and €1.542 billion in 2024. Special Needs Assistants expenditure was €375 million in
2014, €564 million in 2019, and €935 million in 2024. Other disability expenditure was €587 million in 2014, €859 million in 2019, and €1.358
billion in 2024.

Prevalence of Disability

Census 2022 provides a detailed breakdown of the level of disability across the country. At a national
level, over 1.1 million people (22% of the population), experienced at least one long-lasting condition or
difficulty. 8% of the population (407,342 people) experienced long-lasting conditions and difficulties ‘to
a great extent’, with the remaining 14% (702,215) of the population reporting they did so ‘to some
extent’. Demographically, disability rates are slightly higher in women (578,350) than in men (531,207).
Figure 3 shows the disability prevalence by age. In line with the well-established relationship between
ageing and disability rates, Census 2022 reported that disability rates rise after the age of 50, with a
pronounced increase from age 70 onwards. In contrast, the percentage of people experiencing these
conditions or difficulties was lower among young children (0 to 4 years) at 4% and young adults (15 to
19 years) at 17%. As noted above, there are a broad range of conditions which can be classified as a
disability. Figure 4 outlines the number of people identifying with specific disabilities.
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Figure 3 - Disability Prevalence by age (%)

Both sexes ==Female Male
90%
80%
70%
60%
50%
40%
30%
20%
10%
0%
< (o) < (o)) <t (@)} <t [e)] < (o)) < (o)} < (o)) < [} < +
S v T o7 g4 ¢ o o ¥ ¥ L O © © 5~ N 0 0
o [Te} o 19} o L0 o L0 o [To} o X9} o [T} o ©
— — N N [90] ™ < < Te) [Te} (e} o M~ M~ ©

Figure 3 shows the disability prevalence in Ireland by sex and by five-year age groups. Overall, prevalence rates increase in the early years of life
until 20-24 and decline slightly until 45-49, after which they begin to increase. A significant increase in prevalence is shown for age groups over 70.

Figure 4: Recorded Disabilities Nationally
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Figure 4 shows recorded disabilities nationally from Census 2022. 590,838 people said that they have a difficulty with pain,
breathing, or any other chronic illness or condition to some extent, and 289,342 to a greater extent 461,444 people said
that they have a difficulty with basic physical activities to some extent, and 236,866 to a great extent. 376,844 people said
that they have a deafness or hearing impairment to some extent, and 89,996 to a greater extent. 531,272 people said they
have a blindness of visual impairment to some extent, and 61,930 said to a greater extent. 123,246 people said that they
have an intellectual disability to some extent, and 95,330 to a greater extent. 373,032 people said they had a psychological,
emotional condition, or mental health issue to some extent, and 166,546 to a greater extent. 374,326 people said they have
difficulty learning, remembering, or concentrating to some extent, and 143,774 to a greater extent.
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The Census 2022 results for disability are not directly comparable to previous Census because of a
change in the question. However, it is possible to compare the Census results for 2002, 2006, 2011,
and 20163. Figure 5 shows how disability prevalence by age has changed from 2002 — 2016. Overall,
the figures point to an increasing prevalence of disability across all age groups, but there has been a
particularly noticeable increase in younger age groups. The composition of disability has also changed
over time. Figure 6 shows recorded disabilities nationally from 2011 to 2016. Overall, the Census results
show an increase in people reporting all categories of disabilities. However, the largest increase is in
the recorded number of learning conditions, psychological and emotional conditions.

Figure 5: Disability Prevalence by Age from 2002 — 2016

2002 2006 2011  e==——2016

90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

0 6 12 18 24 30 36 42 48 54 60 66 72 78 84 90 96

Figure 5 shows the disability prevalence by age for 2002, 2006, 2011, and 2016. Disability prevalence rates increase from
birth until early adulthood, before declining slightly. Prevalence rates increase in middle age, and then this increase
accelerates in older stages of life. Across the timespan 2002 — 2016, there has been an increase in prevalence rates across
age groups.

3 Census 2011 and 2016 used the same question but there are some minor differences in the questions used in 2002 and
2006, so the results may not be directly comparable.
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Figure 6 — Changes in composition of disability, 2011 — 2016.
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Medium-Term Planning for Disability Policy.

Research suggests that population growth, an ageing population, and an increasing prevalence of
disability will translate into a higher demand for disability services over the medium-term. Meeting these
needs and continuing to improve outcomes poses a significant challenge across the disability sector,
particularly in the context of activity increases lagging behind the investment levels. This section outlines
several ways in which the disability services and policies can deliver more effective care for those who
need it.

Strengthening governance and evaluation to provide more effective services.

Ensuring value-for-money is key to the effective delivery of care, in response to increased levels of
demand. Increases in investment in disability services in recent years have not resulted in a comparable
increase in activity levels in services, providing a challenge to the sustainability of funding and the
delivery of care*. A renewed focus on expenditure management, governance reform and digitalisation
can support the more efficient and effective delivery of disability services, ensuring that citizens receive
the support they require in a fiscally sustainable way. The evaluation of expenditure on programmes
and supports relating to disability has an important role to play in providing the evidence base for
developing and reforming disability policies and services. Detailed policy evaluation can help identify

4 Hurley and Marin (2025), Specialist Disability Services in Ireland: An Overview of Expenditure Trends, Activity
Outputs and Budget Governance 2018 — 2023, Analytical Paper 2025.
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potential governance reforms, assess if and how programmes are meeting their objectives, and
evaluate how the delivery of supports and services has translated into improved outcomes. As such,
policy evaluation can act as an important feedback loop for policymakers.

Strengthening the use of data and evidence is required to better inform disability policy development
and service delivery. Strengthening data sharing between Government Departments and Agencies will
improve policy design and service delivery and the experiences of disabled people. The new National
Public Service Data Strategy provides an opportunity to improve the collection and utilisation of data,
including disability data. This can strengthen the evaluation of service delivery through the effective
monitoring of disability inputs, outputs, and outcomes.

Improving outcomes and living standards for individuals with disabilities throughout their lifetimes
requires greater coherence in policy development and service delivery across government departments
and agencies, with a clear focus on shared objectives and outcomes. The changing demographic
distribution of disability and changes to the types of disability provides a requirement and opportunity
for reforming policy approaches and supports, to deliver better outcomes for people with disabilities in
areas such as health, education, and employment. A move towards responsive and differentiated
supports can improve the quality of life for people with disabilities, whilst enabling targeted resourcing
and supports to be delivered for those with more intense resource needs.

The vision for better public services in Ireland, as outlined in Better Public Services®, the overarching
transformation strategy for public services, is to create an inclusive, high-quality, and integrated service
that meets the needs of the public and improves their lives. Progressing key initiatives of this strategy
across public services, including digitalization of public services, greater adoption of technology, and
strengthening the evidence base for policy development, will underpin the delivery of better services for
people with disabilities. The public service will work to create a more inclusive public workforce, one
that leads by example on the employment and inclusion of disabled people. Increased engagement
with DPOs can strengthen the evidence base for reform by drawing on their insights from lived
experiences.

Continuous engagement can support the prioritisation of key issues and shape disability policy through
co-designing of surveys, methods, and measures. In particular, the integration of user-centred design
principles into the development of disability policy, and meaningful engagement of those with a disability
in the co-creation of policies and services that affect them, will lead to more successful policy
implementation, service delivery and improved outcomes.

5 https://www.gov.ie/en/department-of-public-expenditure-ndp-delivery-and-reform/publications/better-public-
services-public-service-transformation-2030-strategy/
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