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Is Globalisation Good for Ireland and for Irish Workers?
Introduction
Thank you for your invitation to speak here today. In short I believe the answer to the question “Is globalisation good for Ireland and for Irish workers?” is yes. 

Ireland is undoubtedly one of the most globally-integrated economies in the world. As a society we have been major beneficiaries of a more open and outward looking mind set ever since the 1950’s when we sought to encourage trade. Inflows of foreign direct investment have been substantial, and employment in foreign-owned firms supported by the IDA amounts to around 7 per cent of total employment. Apart from the employment effects, this investment has also facilitated technology transfer, spurred innovation, resulted in the greater diffusion of skills and managerial know-how throughout workers in the economy, and provided opportunities for Irish companies to trade overseas. This in turn has helped raise productivity and living standards for society overall.

In addition, having an outward looking focus has meant that as a society we have become used to thinking beyond our own Island. In the past this sadly has meant many going overseas for work and new opportunities, but thankfully in more recent years it has actually meant others coming here and contributing to our society. 

Globalisation undoubtedly entails significant benefits for workers, for firms and for consumers. However, it is also fair to say that greater integration also involves challenges. In my remarks today I would like to elaborate on how we in Ireland benefit from our strong ties with the global economy, before highlighting how public policy is addressing the challenge of ensuring all members of society benefit from these links.

Recent global trends
In its most simple form, globalisation can be thought of as the process whereby markets for goods and services and for labour and capital are becoming increasingly integrated. And while rising international economic integration has been ongoing for some time, it is clear that the world economy has entered a new phase over the past decade or so in which the pace of integration has shifted up a gear.
A number of factors lie behind this trend; perhaps the most important has been the economic reforms which have been undertaken in many emerging countries. The growing economic importance of China – now the world’s second largest economy, accounting for one-tenth of global output – is the best example. The progressive dismantling of various artificial barriers to trade and capital flows has been another key driver of greater integration. Declining transport and communication costs, mainly due to ICT advances, have helped reduce geographical barriers to trade and investment. Moreover, ICT advances are also responsible for breaking down barriers between what can and what cannot be traded.

All of these factors have resulted in substantial changes in the global pattern of trade and investment and I think it is fair to say that these structural changes are likely to intensify in the future.

Rising to the challenge of globalisation
In a general sense few would dispute the benefits of globalisation – the rise in income per capita levels in the some of the world’s poorest nations is perhaps the most desirable benefit. And while the benefits to developed countries such as Ireland are numerous, it must be recognised that greater economic integration will also involve significant challenges.
In terms of what we must do, there is no quick fix. However what we must not do, as some have done already, is to adopt a negative attitude and resist globalisation. Instead we must build on Ireland’s comparative advantage in the production of knowledge-intensive goods and services. This includes addressing the challenges posed by globalisation by a substantial programme of investment in human capital. This policy focus is directly aimed at ensuring that low-skilled workers do not bear a disproportionate share of the costs of adjusting to greater global integration. In other words, equipping workers with further education, skills and training is needed to facilitate their movement from low-skilled, contracting sectors to higher-skilled expanding sectors. Deepening the skills pool will help us to re-position the economy further along the value chain.

The delivery of lifelong learning opportunities to our population is a key objective of the National Development Plan, which provides €2.8 billion over the Plan period for giving the workforce new and improved skills under the Sub-Programme - Upskilling the Workforce. This year some 67,000 people in employment will receive training through FAS or Skillsnet funded programmes, an increase of 43% over the last two years.

Furthermore, the optimal response to globalisation will require flexibility – on the part of both workers and employers – so that enterprise and labour can adapt to the rapidly changing environment. In this regard I believe that the role of social partnership will be crucial if we are all to benefit from more rather than less globalisation. What we must also accept is that we cannot insulate our economy from international developments.

Competitiveness
If we are to ensure that we continue to enjoy the high standard of living we have so quickly become used to over the last decade or so, we must focus on being competitive, so that we continue to attract knowledge-intensive investment.
The factors that determine a country's competitiveness are many and varied but in broad terms they can be narrowed down to two overarching and inescapable determinants: price levels and productivity or GNP per person employed. 

From the mid 1990’s to the early years of this decade Ireland was in a strong position to compete in global markets. Ireland was very successful in attracting FDI in this period and exports grew strongly. This resulted in us becoming a relatively low cost economy with strong productivity growth. 

Over the last number of years prices here have risen more rapidly than elsewhere in Europe. At the same time productivity growth has eased. Therefore, on any measure, we have lost competitiveness.

As I have said in the past, it is very important that we enhance our productive capacity if we are to ensure that we sustain the benefits of economic growth into the future. In this regard we all have our role to play and Government is playing its part by for example investing in physical infrastructure. Underdeveloped infrastructure constrains our economic development, and we are tackling it through policies such as the National Development Plan 2007-2013, and Transport 21. The Government is also investing in innovation, research and development via tax credits and other measures. 

By investing in education we can support a more knowledge based economy. Central to this is the need to encourage more science, maths and IT focused graduates who have the skills that businesses will require in the future. Government has committed increased funding to support more of this type of graduate as well as increased “fourth” level funding – to encourage more graduates to achieve PhD’s.

Finally, the Government is working to maintain and improve our pro-enterprise tax and policy environment which helps to attract both new and top-up investment, which provide jobs. This is something we will continue to do in a balanced manner respecting the rights of workers and the more marginalised within society.

Notwithstanding these efforts Government actions can only go so far. The key to maintaining our competitive position and to continuing to increase our living standards is to raise the level of productivity and keep costs down. We cannot do one and not the other. Measures to increase productivity take time to bear fruit; in the meantime it would not be appropriate to respond to externally generated price increases by simply increasing pay costs to match such increases. This would be futile and self-defeating. It would add domestic price increases to imported ones. It would not only fail to improve living standards but instead would lead to widespread job losses, thus leaving those without jobs much worse off than before.

Pay Talks
In this regard while the focus of today is the opportunity presented by the global economy, it would be remiss of me not to say a few words about pay developments.

We will shortly be entering into negotiations on a new pay agreement under Towards 2016. I have worked constructively with the Social Partners on previous agreements and look forward to doing so again. Having regard to the current economic and budgetary outlook and the need to sustain our competitive position, we must not undermine this position relative to our main trading partners. Therefore future pay increases must be linked to a number of factors: 

· Prospective productivity growth improvements are forecasted to be significantly lower than those attained in the second half of the 1990s; and 

· Inflation is expected to be lower in the coming years. 

I note that in addition to the pay issues, Congress has concerns in relation to pensions, equal treatment for agency workers and trade union representation rights. I am also concerned at the very significant payments being made to senior business people and the signal these payments send out to the majority of workers in relation to two key principles of social partnership; fairness and equity.

Government has a dual role as both an employer and guardian for the overall best interests of all in society, which must include fiscal stability. In these circumstances we will have to ensure that we don’t jeopardise the future for all so as to benefit certain sectoral interests.

As regards public service pay, you are aware that the public service paybill remains the biggest single element in public expenditure accounting for over a third of all current expenditure. Each 1% increase in the public service pay bill costs just under two-hundred million a year. The development of public service pay costs must be such as to ensure that resources allocated to public service pay do not cause a shortfall of resources for other key priorities. 

It is essential that all those who work in the public service also improve their productivity and continue to deliver the best possible quality services to the public. The structures that have been put in place in the public service pay agreements are an important mechanism to help ensure that we achieve that goal. We need to build on that base in what is agreed in the coming negotiations. 

Conclusion
I began by saying that globalisation is a powerful force, and on balance a positive one. Irish workers have benefited greatly from globalisation. We are now among the best paid in the world and as a nation our significant improvement in living standards and employment growth as well as the historical achievement of ending involuntary emigration, are real concrete evidence of these benefits. Nothing stands still, however, and the same force that gave us these wonderful benefits can easily take them away if we do not act as we should: 
Ø      Firstly, the Government will continue to raise the skill level of the labour force and invest in necessary infrastructure. 

Ø      Secondly, business must continue to innovate, to develop new and existing markets. Trying to take advantage of inadequate competition by increasing profit margins will benefit no one in the end. 

Ø      Thirdly, pursuit of unsustainable wage increases that cannot be justified by their productivity, will, if achieved, only constitute short-term gains with significant long-term costs for all. 

The Government is committed to continuing to ensure that Ireland’s great success as part of the global economy will continue for the benefit of all. I expect, and would urge, all others to do likewise.

In conclusion, I agree that globalisation is an important issue and I am glad that ICTU has organised this valuable conference today. I wish you well and I look forward to hearing more about the outcome of your discussions in due course.
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