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PART 1

Market Economy

Ireland is a market economy in which entrepreneurs use the required amount of land/labour/capital and raw materials to produce goods/services.

Market Economy Failures

· Entrepreneurs only think of making profit

· They have no interest in producing goods which are not in high demand (i.e.) no demand for rail services

· No feeling of responsibility towards employees/environment/pollution etc.

Government structure in Ireland takes the form of the following


1.   Local Government – 

· Community council/urban district council (UDC)

· County council

· City corporations

2. Central Government

· The Dail

· Seanad

· President signature of bill

All TD’s voted into the Dail act in the interest of their party members in proposing issues e.g. as anti-smoking in public places/plastic bag levies etc.

When the proposal is accepted (it may also be thrown out) it must be approved by the Seanad. It is then passed by the Seanad before being signed by the president. The law may be enforced thereafter.

Encouraging Business

Both local and central government encourage business.

How local government encourages business

· Purchasing of land for development

· Zoning of land for commercial use/residential use

· Remedies to pollution/sewage disposal/waste

· Remedies to counteract traffic congestion

· Development of car parks
· Assistance to small businesses through county enterprise boards
How central government encourage businesses in Ireland

· Development of government department (eg) environment/finance/tourism/education

· State owned enterprises (eg) Bus Eireann/An Post/Bord Gais/ESB/RTE/FAS/Teagasc

· Infrastructure Development – Ireland has seen major transformations in terms of harbours, roads, railways, airports and communication services.

· National Plans such as “Partnership 2000” determines the route that Business in Ireland is going. This helps to plan for future investment and job creation.

PART 2

IMPACT OF THE ECONOMY ON BUSINESS

The economy of Ireland affect Irish businesses through the following ways:

1.Unemployment

If large numbers of people are unemployed, spending on goods/services will decrease, people who are then unemployed pay less tax and get more social welfare. Then because more social welfare (dole money) is being paid out taxes increase. As a result of taxes increasing people do not wish to buy goods.

2. Interest Rates (IR)

IR can be defined as the cost of borrowed money. In Ireland IR are set by the central bank. If IR is low it is good for entrepreneurs to seek loans from financial institutions. Low IR is also important to encourage customers to borrow from banks to buy cars/houses/equipment.
3. Exchange Rates

A drop in the E.R means that other currencies are more expensive. An attractive E.R helps to attract tourists to the country.

High ER            goods being exported become more expensive abroad

                         Imported raw materials become cheaper

Low ER             goods exported become abroad cheaper and therefore easier to sell  

                          Imported raw materials will become dearer.
	Note: There is no ER between nations in the Euro zone.


4. Inflation 

Is defined as the annual percentage rise in prices from 1 year to the next. Inflation is measured by the CSO. High levels of inflation leads to:

· Irish product being more difficult to sell abroad/at home

· Reduction in profits of Irish firms

· Decline in sales of Irish firms

· Less money available for consumers to buy goods

· Industrial relations problems, employees will look for pay increases

	Note: In Ireland at the moment Inflation levels are high.. WHY?


5. Taxation 

Businesses and employees have to pay VAT/PRSI/PAYE/corporation tax, so it is quite clear that the economy impacts on businesses. 

High personal employees tax leaves less disposable income for employees to spend

High rates of personal tax leads to employees seeking higher wages

Lower rates of tax – stimulate employees to join company

6. Grants - are given by the government to enable businesses to grow

 Economic Growth – if the economy is growing it becomes more wealthy

                                        More money for businesses to expand

IMPACT OF BUSINESSES ON ECONOMY

Business impacts upon the economy in 3 ways

1- Employment Levels

Shops/pubs/restaurants/supermarkets etc create employment so the following consequences occur as result. 

· Less unemployment benefit being paid out by govt

· Creation of higher std of living as people have sources of income

· Profit made in business are usually invested back into the business – more jobs

· Increases in levels of employment will lead to more jobs for builders/plumbers/carpenters etc.

2. Tax Revenue (TR)

There is an increase in TR for the government through 

VAT - because extra goods/services bought

PAYE –- because of larger work force

Government/economy gain on corporation taxes.

3. Environment

Businesses affect the environment through pollution such as industrial pollution/air pollution/water pollution.

Social costs such as road traffic delays/health risks to workers/noise pollution

Development of Businesses also affects parking problems/litter problems and a distinct lack of green spaces in urban districts.

PART 3

The government affects the labour force in Ireland by helping to generate employment through

A. Infrastructure- helps to create jobs and also stimulates business growth

B. Personal Taxes- lower rates of businesses taxes helps to give enterprise incentives

C. Public sector employment includes the following categories
Civil service – those who work in government departments

Public Servants – the government pays these people but they have a separate employer, eg Primary School Teacher employed by INTO, nurses employed by the nurses union.

D. Economic Variables – Interest Rates, Exchange Rates, Inflation

E. National Agreements – (e.g.) “Programme for Prosperity and Fairness” helps to determine pay for all workers for a number of years allowing businesses to plan accurately their future wage costs.

State Owned Enterprises

These are enterprises that are set up, financed and controlled by the government. The government provides the share capital and subsidies. These companies usually have a good understanding with financial institutions, (banks/building societies).
The major changes affecting State owned enterprises

1. Competition – firms are likely to be affected from new low cost operators

2. Funding – the government will no longer be able to prop up these state firms as the funding is not available

3. Alliances are causing concern as they are becoming more commonplace as firm are looking to improve cash flow problems

4. Privatisation and closures – in the years ahead the Irish government may decide to close more of its unprofitable state bodies while some firms that look profitable will be privatised. 

Privatisation - Is the transfer on state owned companies into private ownership. Reasons for this include:

· Because the company is losing money and the state is unwilling to give it any more finance

· And also to help raise more money for company through shares being sold

Examples of this include:

1. Irish Sugar Company which became Green core in 1991

2. Telecom Eireann which became Eircom in 1999

