Additional Activities

e Class podcast
o How Ireland became the richest country in the world video

Topic:
National Incarre
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An Introduction to Macroeconomic Objectives

e Macroeconomic Objectives are goals set by the government aimed at improving the overall
economic performance of a country as well as the quality of life of its citizens

e The government aims to achieve these objectives through the use of macroeconomic
policies
e It can be difficult to achieve some outcomes simultaneously
o E.g., high economic growth and stable price levels can be in conflict with one
another

Macroeconomic Objectives / Roles of Irish Government

Measures of Economic Growth: National Income

(Analyse using TTFR)

Macro Goal Explanation Measure
Economic Growth e A steady rate of increase in na Jnal ¢ utpt ., | GDP, GNP,
income
Low unemployment o Alow level of unempl /ment Live Register,
Unemployment
Rate
Price stability e Alow and stat .c 1. 2 of inflation (2%) CPI
Favourable balance e Ensuring the v ue ¢ exports matches or Favourable
of payment exceed , imy “rts uver time (avoiding heavy current Account
ueficite Balance
Equity of e '~-on. dis.ibution - An equitable distribution | Gini coefficient,
distribution of of .. ~omz lorenz curve
income
Sustainable e Meet the needs of future generations, without | Carbon
development compromising the needs of current Emissions, HDI
generation

Castletroy College LClancy

Timeframe Trend Figures Reason
(GDP)

2021 Increase 13.6% Reopening of the economy, paired with . 1ass..
post-pandemic surge in global tech ar i phariacet ical
exports.

2022 Increase 9.4% Continued strong demand for . sh che ~ical and
multinational exports.

2023 Decrease -3.2% Global supply chain . ~ock an’ rising energy costs
from the Ukr .ne-rRussic “risis triggered a contraction in
contract m¢ 1wufacturir .

2024 Increase 1.4% Modest reco. v anr stabilising global markets
following the seveie post-pandemic sector corrections.

2025 Increase 12.3% Gl 2. der and for Irish-made weight-loss drugs and

arpe ~* ront-loading of exports to bypass potential
inw national tariffs.

2026 Decrease 2026. Slobal geopolitical instability, lingering cost-of-living

A impacts, and the high-base math effect left over from
orr,eci ! the extreme export spikes of 2025.
[ cor. =7 .0n)
Castletroy College LClancy



The Circular Flow of Income Model

Money can enter or leave the circular flow of income in an economy. Video and_Video
Injections add money to the circular flow of income and increase its size

o Increased government spending (G)

o Increased investment (1)

o Increased exports (X)

Leakages (withdrawals) remove money from the circular flow of income and reduc. its size
o Increased savings by households (S)
o Increased taxation by the government (T)
o Increased import purchases (M)

e There are high levels of interdependence between households, firm ., u > gu. _.ament, the
financial sector, and the foreign sector (foreign firms and househo. 3)

Incomes for supplying factors of produc. n/ N ges ‘

Households

S —

Government

Financial
Institutions

Foreign
Markets

(Source: SEC)

A diagram that shows the injections and leakages that influence the relative size of the circular
flow of income

Castletroy College LClancy

Diagram Analysis

e Government: Government spending (G) is an injection and taxation (T) is a leakage
Financial sector: Investment (l) is an injection and savings (S) is a leakage
e Foreign sector: Exports (X) is an injection and imports (M) is a leakage

e The relative size of the injections and withdrawals impacts the size of the economy:
o Injections > withdrawals = economic growth and increase in national income
o Withdrawals > injections = economic decline and a fall in national income

e Changes to any of the factors that influence government spending, investment,
consumption and net exports will increase/decrease the relative size of the cirtlar 1. 'w of
income

o E.g. Anincrease in interest rates will increase savings (withdrawal' and reduce
consumption and investment

Castletroy College LClancy



Exam Question 2023

(3) (i) DOraw afully labelled diagram showing the Circular Flow of Income for an open
economy.

(i) Explain the terms ing. o “od leakages and refer to two examples of each from

your diagram aF
Injections:
Example ': Example 2:
*akages:
Example 1 Example 2
Castletroy College LClancy

Exam Question 2022

(a) Categorise each of the following as either an injection, or a leakage from the circular flow of
income.

1. The Irish government increases public sector
salaries by 1% in 2023.

2, Irish exports increase to record €160bn
despite the Covid-19 Pandemic.

3. Irish consumers saved more than €10bn in
the first quarter of 2021.

Answer either (b) or (c)

(b) In the box below justify each of your choices in part (a) above.

1.

Castletroy College LClancy



Exam Question 2022 Deferred Paper

{c) (i) Drawafully labelied diagram, showing the Circular Flow of Income for an open
economy.

(i) Explain the terms In, ctior. wnd lea. “ges using examples from your diagram above.

: — —
Example 1: N Example 2:
Leakage:
Example 1 Example 2:

Castletroy College LClancy

(i)

The Irish Government paid all social weifare recipients 3 Christmas boaus in
December 2021, double their normal weekly payment.

Adapted from independent.ie

Qutline how this measure might have affected the Circular Flow of Income.
(Note: You do not have to redraw the Circular Flow of Income diagram.)

Castletroy College

LClancy
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Exam Question 2024

The chart below shows the number of foreign tourists who arrived in Ireland in July 2021 and in
August 2023,

Number of foreign tourists

July 2021. August 2023,
e
(a) () Calculate the percentage increase in forelgn tourists in August 2\ 3 com, 4red to
July 2021, Show your workings.
Workings:
Answer:

(ii) Outline the effect of this in reas. ‘a tourism on Ireland’s circular flow of income.

(i) O . . ossible disadvantage of increasing tourism numbers in the Irish
(onom)y

‘sadvantage.

—

Castletroy College LClancy

Three Approaches to the Calculation of National Income

With reference to the circular flow of income model, national income can be calculated using three
possible approaches

Approaches to the Calculation of National Income

The expenditure °
approach

This approach adds up the value of all * = exp. ~ditures in the
economy in a year and includes cor~'imp 'an (C), government
spending (G), investment (1) by fir ns 7 1 ne exports (X - M)

e Nominal GDP=C+I1+ G- ‘X-\;

The income approach e This approach adds n the pa' nents (rewards) for the factors
of production in a yeai d ir ,udes the wages from labour (W),
rent from land (R), interest rom capital (I) and profit from
entrepreneu ..., ‘P)

e National Inc m” ='V+R+1+P

The output approach e T.'s ay “roach adds up the value of all finished goods/services

nrou ‘cew within the economy each year (national output)

e All approachr « shou. ‘ provide the same figure
o One age *'s expenditure is another agent's income
o T.eve e finished goods ready for sale is equal to the expenditure paid to acquire
em

e “Vhat is NOT Included in National Income
o> I come in Kind
m Income received in non-monetary form (goods or services).
m Example: Free meals, rent-free accommodation.
o Transfer Payments
m Payments received without supplying any goods or services.
m Example: Social welfare, pensions.

Castletroy College LClancy
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Calculating Nominal GDP Using the Expenditure Approach CSO Quarterly National Accounts Quarter 3 2025

e Nominal GDP can be calculated using the value of the expenditure in an economy

GDP = Consumption (C) + Investment (I) + Government spending (G) + Exports (X) - Central "
’ Imports (M) umetion () =iy () Gov pending (©) * Exports () Phriomab-Oifig Statstcs Quarterly National Accounts Q3 2025

Staidrimh Off
o GDP=C +1+G + (X-M) .
o If any of the components of GDP increase, then economic growth is likely to occur

Industry Information Distribution, 'Pmlﬂ:lonal‘ : Financial &
N 8% excl Constraction ) Transport, A Admin. & Insurance
The Components of the Expenditure Approach GNP 1 0.8% | &CommEgggy - o \ ‘Sopport  Activitied

0/0 '11.2%

0.7%

a

Is the total spending on goods/ =rvic s, ¢ ~sumers (households)

0 o’ \ \
‘ 03 % Personal Government Inves

Consumption

in an economy €152.6bn Consumption \ Expenditure
) MDD 1 2.3%
. . . , 2.1%
Investment e Investment is the total sp. ~dinc .n capital goods by firms °
growth Q3 2
CSO:C+1+ G+X-M
Government e Governme~* s adir | is the total spending by the government in
Spending the econc my
o In. udes L .blic sector salaries, payments for the provision of
men. 2nd public goods etc. WORKED EXAMPLE: Expenditui. Ap, "oach

It "~es not include transfer payments (payments received
‘ar which no FOP has been supplied or offered, e.g.,
‘opseeker's allowance) Answer:

—— Step 1: Determine v iich ¢ *he data presented is relevant to the calculation

Exports & Im.or. | o Net exports are the difference between the revenue gained from GDP =C + 1+ G+ (X-M)
selling goods/services abroad and the expenditure on

| goods/services from abroad So income tax is not relevant (it is a leakage)

Step 2: S0 st ute the relevant values into the formula

How to Classify Expenditure GDP =C + 1+ G + (X-M)
GDP = 11255 + 8927 + 15697 + (8532 - 4957)
National
Income Nominal GDP = 39,454 $m
Y (Two marks for the correct answer or 1 mark for any correct work in the process)
Castletroy College LClancy Castletroy College LClancy
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Exam Question 2023 OL

(b) National Income is calculated using the following formula:

National Income (Y) = C 4+ Investment + G + Exports — Imports

(i) State what each of the letters C and G represent.

C

|G

—_—l

(ii) Using the formula in (i) above and the figures below calcula’ =

e The level of National Income in 2023 and

e The Balance of Trade

Show your workings
Year Income C Investme, * { G Txports Imports
€m €m €m | €= €m €m
2023 700 - 400 300 200
Nat usna. ‘acu...< 2023
Workings:
Answer:
Castletroy College LClancy
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Components of AD / Expenditure Approach

Factors that Cause AD/GDP/National Income to Increase/Decrease

Component

Explanation

Consumption

e Consumption level changes for the following reasons:
o Level of real disposable income

MPC: Marginal Propensity to consume

Availability of credit

Interest rates

Rate of taxation

O O O O

Investment e Investment level changes “.. . e fo. "wi. _ easons:
o Interest rates
o Business confide ce/expe ‘ation / uncertainity
Government e Fiscal policy - u e of .avation and government spending to
Spending influence the ec ~umy employment

e Candepe .u. gu. ..mentrevenue from taxes

Exports & Imports

e K:F . ort. - what do exports depend on?
o 1.come level in export markets
~ Competitiveness of Irish Exports
o Value of Euro compared to other currencies
e /: Imports - Determinants
| o Levels of income rise
o Value of Euro compared to other currencies
o The higher the MPM (Marginal propensity to import

Castletroy College

LClancy
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Economic factors When Deciding How much to Save

Factors

Explanation

Interest rates / access to
credit

Higher interest rates encourage household savings as
deposit returns increase, while lower rates reduce the
incentive to save.

When borrowing is more accessible, households ma* save
less and rely more on credit for major purchases.

However, if borrowing becomes harder to obtain, ~~us. holds
may need to save more to fund future expen- __.

Rate of inflation

If inflation is high or rising, households .... ‘¢1. ~_.e to
spend rather than save, as the valu >f the. savings will
decline over time.

However, if inflation is low or " able “ouc holds may be
more inclined to save, « * the /s .vin ,  will retain their
purchasing power.

Employment security

If a household ha a stable ind long-term job (e.g.,
permanent contrac. \ it m* y feel comfortable spending
more and saving less.

However, * _ '~ers in temporary contracts, self-employment,
or more ola*.e ‘1dustries may save more as a financial
safetv ne " cas : of job loss.

Economic outlook /
consumer confidence

Levels of househ 'd
de’.c

e If1. 1sehoids feel more optimistic about the economy, they

. ay « “ve less and spend more.
If u certainty is high (e.g., due to a recession), households
"ay increase their precautionary savings.

If a household has high levels of debt (e.g., mortgage, car
loan, personal loan), it may focus on repaying debt(s)
rather than saving.

If debt levels are low / non-existent, households may feel
they can save more.

Demogaphics / life

Younger households may save less to prioritise major

stage expenses such as buying a home or raising children.
e Households near retirement may save more as they shift
focus towards financial security and future planning.
Castletroy College LClancy
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Exam 2025
(iii) The data below shows the levels of total expenditure by the Irish government for the
years 2015, 2019, and 2025 (forecasted).
Year 2015 2019 20257
Sovsrhment €54 billion €67 billion €105. illi 1
Expenditure - ]
Adapted from the Dep rtmen’ f Fin nce
Explain two economic reasons for the significant increase in g~ ernn, "t expenditure
from 2015 to the projected figure for 2025, other than spendin, ~n infrustructure.
2 (8
2

(i)

Castletroy College

Outline three curre~* dex. min_nts of the level of consumption in the Irish economy.

LClancy
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Exam Question 2022 OL

Answer either (a) or (b)
The graph below shows the amount of interest paid (2018, 2019, 2020) and forecast to be paid on
the general government debt from 2021 up to 2024.

General Government Debt -
interest paid/forecasted

600 53

%00 462

400 M s—am—is 3
; 3100 l
v 200

100 ‘ l

000

013 2019 2020 2021 2002 X, N,
Years
Acapted from nima.ie

(a) Compare the interest paid on the national debt in 018 to thy forecasted amount to be
paid in 2024, using the data above.

Compare:

(b) Explain’ @ ™A ‘ional Debt,

Mational Dev -

Castletroy College LClancy
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2025 Q2

The tabie below shows household disposable income, household consumption expenditure,
and household savings in Ireland for Quarter 1, 2024,

Household Disposable Income €43.91 bilion
Household Consumption Expenditure €37.32 bilon
Household Savings €6.59 bilion
Adapted from the £SO

(a) From the data in the above table, cakulate the household percentage savings rate for
Quarter 1, 2024 Show all your workings.

Workings:

Answer:

Answer either (b) or (¢}

(b) Outline two economic factors which some householc i reland 'y Lonsider when deciding
how much of their income 1O save (other than their b <l of incor 2),

OR
{c) Ahighlevelof, ‘sehon “avings is desirable for the Irish economy.
Doyou a”  “co. “eree with this statement?
Indicate owr 3t wer delow by ticking () the relevant box and justify your answer.

poee [ | [oewe ] ]

Justify:

Castletroy College LClancy
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National Income Measures: GDP V. GNP and GNI

e GDP is a widely used measure of economic performance;

o GNP and GNI are more accurate indicators of economic welfare for Irish residents

due to their focus on resident income and disposable resources.
e Watch measures of Economic Growth and check up-to-date GDP and GNP figures on CS

Measures of National Income

Measure Explanation
Gross o GDP is the total output (value of goods and services) by tha fa "ars o
Domestic production in the domestic country, irrespective of whe' er .. ~ facwuis are
Product (GDP) foreign-owned or not.

o Represents total income from production i~ 'rela, '

o A significant portion of this income accr es t reiy, « owners of capital
assets in Ireland.

o Limitation: GDP can overst~t~ the . ‘ing an- ards of Irish residents, as
it includes income earned " y non-resiu nts.

Gross National
Product (GNP)

o GNP = GDP +/- net factor income ..  .oroad
o GNP is the total outnut produced (value of goods and services) by Irish
factors of produr .on» lIreland and elsewhere
m Netfact ri- cor eis the income earned by Irish factors of
pro~--~tio. =bre Jd and repatriated minus income earned by
fc eign ~ctors of production in Ireland and repatriated to their
L ncoun .
o ltis e mea. ‘re of the income accruing to a country’s residents.
o r*'Pis ercne-fifth lower than GDP, highlighting the extent of foreign
owr . -shig .n the Irish economy.

Gross National
Income (GNI)

GNi GNP + EU subsidies - EU Taxes
o Reflects the income accruing to a country's residents.
o Excludes income generated by foreign-owned capital stock in Ireland.
o Significance: GNI is a more accurate measure of Irish citizens'
economic welfare, as it focuses on income received by permanent
domestic residents.

GNI modified

o GNI modified = GNI - adjustments
o Adjustments include:
m  Factor income of redomiciled firms
m  Depreciation of R&D and trade in IP
m Depreciation of aircraft leasing

Castletroy College
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Sample Calculations: National Income

2025 Million
GDP 372,869
+ /- Net factor income -90,235
GNP 282,633
+ EU subsidies +1,102 -~ |
- EU Taxes -0 o
GNI 28" 735 N
- Income of redomiciled PLCs " 500
- Depreciation on R&D and IP G —6_1 252
- Depreciation on aircraft leasing -9,799
GNI* modified 208,179
Castletroy College LClancy
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Exam Question 2024 OL

The following data shows two different estimates of Ireland’s economic growth for 2023 from the
Department of Finance.

Real GDP 4.7%

Real GNI 0.4%

Adapted from Economic & Fise~l Out ok

Complete the following table to show what each of the abbreviations stand for.

G Domestic P

G N In “me

Exam Question 2023 OL

Ireland’s GDP is predicted to increase by 2.7% in 2023
Adapted from www.oecd.org
(i) What do the initials GDP stand for?
G is completed for your benefit.

Gross D P

(if) Outline one advanta ¢ of . ~ inu 2asing GDP for the Irish economy.

Castletroy College LClancy
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Exam Question 2021

(a) Which measure is & more accurate indicator of Ireland's economic welfare:

Gross Domestic Product (GOP) or Gross National Income (GNI)?

Justify your answer,

Answer:

Justification:

Castletroy College

LClancy
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Exam Question 2024

The data below has been adapted from Ireland’s National Accounts for 2023.

fromabroad -

EU Subsidies €2bn
EU Taxes €0.5bn

(a) Given that Gross Domestic Product (GDP) at Current Market Prices (CMP) was €43, ~ « ¢
the Information above to calculate part (H). Part () has been completed fory w.
State the relationship and show all your workings.

Relationships / Workings:

| Relationships / Workings | Answer€bn ;
Gross Domestic Product (GDP) at Current Market Pri. s ___V‘ €430bn '
Relationships / Workings:
Gross Domestic Product (GDP) at CMP 430.00

Castletroy College LClancy

Castletroy College

Exam Question 2023

* Foctor income of redomiciled componies
o Depreciotion on RE&D imports and trode in IP
o Depreciotion on oircroft lecsing

Given that Gross Domestic Product (GDP) at Current M> ~ ~ Priv < (C ™ was €426ba,

use the information abowve 10 calculate the followingt /ms B, and C.

A has been completed for you,
State the refationships and show all your workings.

I Relationships Wr 4 (s

| Answer €bn’s

Gross Domestic Product (7 oP)  Cur._.«« Market Prices (CMP)

alats <hips ) . ‘oriings:

Gror “Same. ¢ Pruduct (GDP) st CvP
LI o Qeintome from Aboad

42600

A | = Gross Nai._ val P ~_ct (GNP) at Current Market Prices

Ans: €323 bn

Reldatioraiips |/ Workings:

|~ | = Gross National Income at Current Market Prices.

Relationships / Workings:

C | = Modified Gross National Income at Current Market Prices

LClancy
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Exam Paper 2022 Deferred Paper Exam Question 2022

————er— -

(a) Explain the term GNP at cumment mariet prices The infographic below shows the Quarterly National Accounts for Quarter 2, 2021

Explanation:

0.7%  16.2% 2.4%

(b) The data below has been adapted from Ireland’s National Accounts for 2020.

Adjustments |
sy
o Foctor income of redomiciied componirs 1560
¢ Depreciotion on KAD mponts ond trode n W |
*  Oepreciotion oo arcraft esieg WWW.CS0.le
! — (a) Using the data above, explain whether the Balance of Paymen. & likr y to 1ave an overall
EU subsidies v Sbh expansionary or contractionary effect.  Refer to reler atngures  thy Lagram above to
EU taxes Daca explain your answer,  Indicate by means of a tick (v ) whether " is \ «pansionary or
Net factor income from abroad </ 0.2bn contractionary. y
Expansionary: E Contrac, “arv J
Given that Gross Domestic Product (GOP) at Current Market Prices (CMP) Is €372bn, Explanation:
use the information above to calculate ANY TWY of v following terms A, B, ORC. y
State the relationships and show all your workin <
Adjustme ¢/Re. “onships _ Answer € be's
Gross Domestic Produc” at\ rent harket Price ANS: ©372ba
z o
Workings
A | Gross? - doma -oduct (GNP) at Current Market Prices ANS: —
(€ at {b) Outline one facy “which Juld have influenced the above trend in Personal Consumption in
Quarter 2 .. °
L
Workings
|\ |G s National Income at Current Market Prices ANS: .
(<
Workings
c Modified Gross National Income at Current Market Prices ANS:
Castletroy College LClancy Castletroy College LClancy
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Uses of National Income Statistics

e GDP is a really useful indicator of economic growth in the economy that allows
policymakers to determine what policy they need to implement.

Advantages of Using National Income Statistics

Advantage

Explanation

Indication of Changes in
Standard of Living

Changes in national income figures reflec” ine level u.
economic growth or decline year-over-ye r.

Provides a general indication of cha~_~s\ *he .@andard
of living, if any.

Often used by trade unions to justi.. wage Jemands.

International Comparisons

Enables compari-  of . ste °~ .«d of living in Ireland
with that of oth r countries.
Helps assess eland’s re ative economic position globally.

Policy Formulation

Providr . . =ential data for governments to plan economic
devel om at nd growth effectively.

Helos , 4icyr akers understand key aspects of the

:Ccor "My «iid address challenges.

Evaluation of Economic
Policy

. 'lows assessment of changes in the economy and
across various sectors.

Acts as a benchmark to monitor progress and
effectiveness of economic policies.

EU Budget ‘ontri. utions

National income statistics influence Ireland’s contribution

and b efi’, to the EU budget.
e Determines eligibility for financial aid from the EU and the
amount allocated to Ireland.
Castletroy College LClancy
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Exam Question 2024

(i) Outhine two uses of the Information provided by national income statistics

Castletroy College

LClancy
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Limitations of Using GDP for Comparisons

e Using GDP as a measure of economic health of a country has numerous limitations
e A better measure of economic growth is GDP per capita = GDP / the population
o It shows the mean wealth of each citizen in a country
o This makes it easier to compare standards of living between countries. For
example, Switzerland has a much higher GDP/capita than Burundi
o See GDP per capita graph

Limitations of Using GDP as a Measure of Economic Health

Limitations Explanation
GDP gives an overall measure of a co*” *v's ~onomic output but
Population does not show how income is distrib' .ed .. “ong the population.
distortions It can mask inequalities, as a hi. ™~ GuUP .nig i coexist with significant
poverty if wealth is concer’ ~ .di1. *he . ~~ us of a few
Inflation / Nominal GDP might ris simply b ause prices increased, not
. because more goods an services were produced.
deflation not ) -~ . L
o anawr Real GDP solves this by au, .J for price changes, giving a more

accurate view of actual economic growth.

Exclusion of
various activities

GDP excludes nr .ud nd voluntary work, like family childcare, which
improves " "~q s *nd~ ds but isn’'t counted.
If these = -tiviti. ~ were included, GDP per capita would be higher.

Differences in
hours worked

_u. " doe "'t show how many hours people work to produce it. A
co’ At with the same GDP per capita but shorter working hours
li" 2ly '.as a higher standard of living.

Environms atal

GDP does not capture the environmental and health impacts of
generating the income within a country (externalities)

factor: In one country, where there are fewer externalities in generating the
income the standard of living would be higher
Weh. © .ot GDP measures economic growth and not standard of living or
consiaered economic performance. Therefore is not a measure of welfare.

International
Comparison

When comparing GDP between countries, population size must be
known, spending patterns may vary, and figures need to be
converted to a common currency.

Without these adjustments, comparisons can be misleading.

Castletroy College
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Hidden Economies / Shadow economy / lllegal Economies

e Hidden economies, or shadow economies, describe all economic activity that goes
unrecorded in the national income accounts.

,— Figure 1. Shadow economy average (% of GDP), 2014-2024 ——————————————————————

Greece 21,4
Italy 20,4
Spain } 17,2
Portugal 16,9
Belgium i 16,2

France 13,2
Sweden 12,0
Norway 11,7

Finnland 16
UK i 10,4
Ireland 104
Germany 103
Canada | 10,1
Austral 96
Japan  ——

Netherlands |EEEEEE—————— S5
New Zealand |— 7,7
Austria —— 74
Switzeland — 2

US |—— 5.8

Economic effects of hidden ecor. my

Loss of tax revenue tc gov .. ‘mei.t

Decline in legitima* bus’ «ess uctivity / threat to jobs
Increased goverr. * ent e. ~~ .diture on enforcement
Pressure on a verr. ~ent services / finances
Standard of pi ducts ; services decline

R WON=

Social effects of hiv ‘en economy

7 Increase. ..me levels
2. ‘ublic ouv*rage / dissatisfaction

3. De rer od provision of public goods & services

How to reduce hidden economies (strategies/policies) - Video

Reduce taxation rates — direct and indirect
Better enforcement by revenue commissioner
Education public about importance of taxation
Simplify tax system and loopholes

Encourage culture of ethical businesses

R WON=

Castletroy College LClancy
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What is Ireland doing about the shadow / hidden economy

Revenue Commissioners' Compliance Initiatives

o Reporting tax evasion (shadow economy activity) - Revenue

e What is Revenue doing about the shadow economy?
e Revenue saw high compliance rates across all taxes in 2023 - RTE
Promotion of Electronic Payments

e The Evolving payment landscape in Ireland - Remarks by Vasileios Madou”_ . Dep. ™
Governor, Monetary and Financial Stability

e National Payments Plan | Central Bank of Ireland

Castletroy College LClancy
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Exam Question 2023 OL

(c) The hidden economy in the hair & beauty market is estimated to be worth €400m.
Adapted from Jim Power for HABIC, 2020

The Irish government is concerned about the size of this hidden economy.

(i) Explain the term hidden economy. Give one other example of an activity in . ‘e
Irish hidden economy.

Explanation:

One other example:

(ii) Outline one effect the hiddei - _.ono' iy in the hair and beauty industry has on
businesses in this indu .y . ™d u.. € Irish government.

Businesses in this industry:

The Irish goverm. “nt:

A

Castletroy College LClancy
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Exam Question 2023

(i)  Some citizens engage in activities in the hidden economy In redand.
Outline two effects on the Irish economy of activities in the hidden economy.

Exam Paper 2022

Brexit and possible supply chain issues have led to fewer illega, “rew( ks, Ireland during
Halloween 2021. \dap«ed from The Journal.ie

(a) Explain what is meant by the economic term hidec « econor ;.

Explain:

(b) Outline two reasons f th- . vply chain issues which many companies experienced in
Ireland during 202 - 207 <.

Castletroy College LClancy
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The Multiplier effect

e The multiplier shows the relationship between an (initial) injection into the circular flow of
income and the eventual total increase in national income resulting from the injection.

o Marginal Propensity to consume (MPC): is the proportion of each additional unit of
income that is spent (MPC = A in consumption / A in income)

o Marginal Propensity to Save (MPS): is the proportion of each additional ur. * of
income that is saved (MPS = 1- MPC)

o Marginal Propensity to Tax (MPT): is the proportion of each addit’ .iic unit u.
income that is taxed

o Marginal Propensity to Import (MPM): is the proportion of ¢ _" au. i~ al unit of
income that is spent on imports

Formulas:
1 - - ]

. T [P S — 1 N A
The multiplie = mpe OR mps + mpm (o - v

From the example above, where the mpc = 0. tb multiplier is:

S
=06 04 22

or
the mps = 0.1, mrt = 0.2, .nd e my n = 0.1, the multiplier is:

— 1 _____ _ TN
0.1 +0.2+0.) 4 )

Or
1/(1-MPC) + MPM + M= [
Question: Ca’ .ulate e ..ultiplier in each of the following

+ MPM=0, .. =0.05 MPC=0.65
2. .’®M =01, MPT =0.05, MPS=0.65
3. My - 0.3, MPT =0.02, MPC=0.9
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Exam Question 2022

(b) National Income Is calculated using the following formula:
National Income = Consumption + | + Government Spending + X - M

(i) State what each of the letters I, X and M stand for.

(ii) The multiplier formula for an open econormy is:
1

MPS + MPM
Assume that MPS is 0.1 and MPM is 0.4, Calculz =, usi gt ¢. we formula, the size of
the multiplier.
Workings:
Answer:

(lil) Explain ™ :ecor \m¥ meaning of the figure you have calculated for the multiplier in
(ii) at ve.

Explan’ .on.

Castletroy College LClancy
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Exam Question 2024

{b) It has been estimated that in the Irish economy: MPT = 0.22, MPM = 0.30 and MPC = 0.6.

() Based on the information stated above and using an appropriate formula, calculate the
value of the multiplier in the Irish economy and explain the economic meaning of your
answer. Show all your workings.

Workings:

Explanation:

(i)  Explain briefly how a reduction ir nce @ “ax rates would affect the value of the
multiplier.

Explanation:
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Exam question 2025

(b) ()

Explain what is meant by the term the multiplier.

Formula:

State the formula by which the multiplier is measured in an open econc wy.

(i)

It has been estimated that in the Irish eco’ smy MPM = 1, MPT = 0,24, MPS = 0.26.

Calculate the value of the multiplier in the \rish ecom ny. Show your workings.

Exam Question 2023

(b) Use the information in the table below, to answer the questions that follow:

Marginal Propensity to Consume (MPC) 07
Marginal Propensity to Import (MPM]) 0.2
Current equitbrium level of National Income €500m
Leve! of National income that would give full employment €750m
() Cakulate the marginal propensity to save (MPS) for this economy.
Show your workings.
Workings: 1

|
e S7M

(i) Cakulate the value of the multiplier in this open econor . Show your w. “ngs.

Workings:

Workings:

Castletroy College LClancy
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(i) How much will the government have to ingect into this economy if it wants the
y 10 ope at its full employ t Sevel? Show your workings.

Workings:

Answer:

{c} Ouri tax system is heavily reliant on a relatively small number of emy. * vees;
just 500,000 workers and 10 multinational companies account for over ~~« thy. " of
our total tax revenue,
Adapted from Statement by Po "3l Dy soF eo Tudget 2023

Exam paper 2021
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(€) (i) Explain the term multiplier.

(i) Assume that MPM is 0.25 and MPC is 0.65 and MPT is 0.10.
Calculate the multiplier. Show all your workings

Workings:

2025 Q12
Castletroy College

LClancy
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(c) (i) This September, the Irish government will introduce an auto-enrolment pension
scheme for employees, who do not have a private pension.

Note: For every €3 an employee puts into their pension, €4 more will be added to it:
€3 by their employer and €1 by the State.

Outline one possible economic advantage to the employee and one possible economic
disadvantage to the employer of this scheme.

Advantage to the employee:

Disadvantage to the employer:

(ii) Discuss how this auto-enrolmen. ensir « scheme may influence the multiplier effect in
Ireland in the short term / ¢ it . \ds w a lower marginal propensity to consume, MPC),

Influence on the multiplier effe. *

Castletroy College LClancy
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Negative Multiplier Effect

(iiil)  Discuss two possible negative multiplier effects of large corporations such as Google
withdrawing from their rental property contracts in Dublin city during 2020.

Castletroy College LClancy
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The Business Cycle / Economic Cycle

e A business cycle refers to the changes in real GDP that occur in an economy over time
e There are four recognisable points in the cycle
o Peak/boom; slowdown/downturn; recession, recovery

Ireland Economic Trade Cycle (1990s-2026)

Output / 2008 o

Real GDP Global Piasncidl P, Modk,
20008 Crivis P scanery
Beam Perod St
Rapid growth, 2009-201
PO Inflows, Recession ¢ 2024-2026
riving buing Sunking critis, . Outlook
- 20342019

overegn dett b Moder e grows

Mid-Late 19905 v, sustisity o o 0212002 enpected,

ECOncmic Growth Sandy o “/ Sarerg Recovary Chabergn
O on ” e

Recovery and Petound ooy
Strong exparmion = w4 activity, -';pum
Early 19905 . from government
Recession The Ceitc Tiger Ero / 2020
Post-boom ——— COVID-19
W o3 Pancemic
o e s
com,  Weness Sowsn
ooy
+ u t t * t t >
1990 1995 2000 2005 2010 2018 2020 2026

The Business Cycle illustrates the flu~ uatio, ~ of real GDP (actual growth) around long-term trend
yrowth

Diagram Analysis

e Boom /Peak (19€ ,s—2( )7): Rapid economic growth known as the Celtic Tiger. Foreign
direct investme~t |, Dl), s..ung exports, rising consumer spending, and a growing property
market led tc * gher . mployment and rising living standards. The economy reached a peak
around 2007-2 18, wiih very high levels of output and confidence.

e Slowd: wn/D wnturn (2008-2009): The Global Financial Crisis marked the beginning
of a maj. “sle «down in the Irish economy. Falling property prices, reduced lending, and
Jeclining consumer confidence caused economic activity to contract. This period represents
t  dow .curn phase of the economic cycle.

e Recession (2008-2012): Ireland entered a deep recession following the banking and
property market collapse. The government introduced a costly bank bailout to support the
financial system. Unemployment rose sharply, businesses closed, government debt
increased, and economic output fell significantly. This period represents the trough (lowest
point) of the economic cycle.

Castletroy College LClancy
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e Recovery (2013-2019): From 2013 onwards, Ireland entered a period of recovery.
Exports grew strongly, employment increased, and confidence gradually returned.
Economic output expanded steadily as the country recovered from the financial crisis.

e Downturn (2020: COVID-19 Pandemic): Lockdowns and restrictions across the economy.
Many businesses were forced to close temporarily, reducing economic activity and causing
another sharp downturn.

e Recovery / Rebound (2021-2022): As restrictions were lifted, Ireland experienced a strong
recovery. Government supports, renewed consumer spending, and strong export
performance helped economic growth return quickly.

e Slowdown (2022-2024: Ukraine—Russia Conflict): Supply chain disruptions, 1._"a.
energy costs, and increased inflation. While the Irish economy continued * , grow. grov. ‘*h
was slower than during the rebound period. This phase represents anotht - slow owp 1
the economic cycle.

e 2025: Ireland remains in the growth phase of the cycle, although g1 vth is uxpected to be
more moderate. Challenges such as inflation, housing short ,cx ‘nte. "ational uncertainty,
and geopolitical tensions may limit future expansion.

e Arecession occurs when there are two or more _uivecuu = qe . cers (6 months) of
negative economic growth
o Try this activity
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Exam 2025 Q10

The diagram below illustrates different phases of Ireland’s economic cycle since 2000.

A
Output /
Real GDP
2008
A
B
2011
t { t t } —»
2000 2005 2010 2015 2 .20

(a) Identify from the diagram above which option (A or B) represents:

* An economic boom
* An economic recession

Indicate your choice below by inserting A or B in the ay ropriate box . 4 justify your choice
in each case.

An economic boom | I |Aneeonon.‘ TesT son I I

Economic boom justification:

Economic recession justificatior

(b) Outline o .. ~no. ‘cfactor which led to a change in Ireland’s economic output during the
years 20 8to2L 1.

Ev “omic factor.
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Exam Paper 2021

(b) (i) Define the term recession.

() Based upon the graph below, identify the years when both Ireland and t' ¢ United
States were in recession. Explain your answer,
GNI Per Capita PPP (Constant 2017 Internat. nal ,
70000
L0000 — e '—-A
2 403 /—/—\ ~— )
8 3000
8 w00
10000
0
B EEEERERER: 2293229388
SRS ESCEEHRENBERRRARARARRRAE
Years
—tyetand CNIper Coaptain’ . Wy, «=Urvted Staten GN per Capits P US Oollans 3)
== Adapted from Statbank
Years:
Explanation:
Castletroy College LClancy
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(i) With reference 1o GNI, wiyy is it important 10 use per capita measures f0¢ COMpParisons
between countries?

2025 Q16

(iii) The data below shows the levels . . “al expenditure by the Irish government for the

years 2015, 2019, and 2025 (fo1 'ca .ed’

Year 20.° 2019 2025f
Government €5~ Nillion €67 billion €105.4 billion
Expenditure g

Adapted from the Department of Finance

Explain * vi. ‘cono.... reasons for the significant increase in government expenditure
from I° \5to. = projected figure for 2025, other than spending on infrastructure.
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Analysing Data: Economics

You are expected to comment on the trend of the data. Use TAFR

e TAFR

o Timeframe
Trend (Up/Down)
Figures (% change).
Reason (Why)

Analysing a Graph
= TTFR

O O O

Government Finance Statistic , z\ %4
(Apr. 202,

20235z gy €7.9bn  2024TZ iy 2.2bn
\

\ 4
Expenditure Expenduu.v
€115.9bn Revenue €125.1bn Revenue
.3bn
[ o .
& 3“6:,‘)0 -
- @b@‘

(Source: CSO)
Analyse debt per person

Timeframe: 7 123-20. %

Trend: Government debt decreased

Figu ~s: Debt per person fell by 2.97% from 2023 to 2024.

Reason: L ' . per person fell by 2.97% from 2023 to 2024 because of increased economic growth. The
Irish economy expanded, increasing GDP, which brought about increased consumption and investment.
This increased government revenue from taxes (such as income, corporate, and VAT taxes). This

allowed the government to reduce its debt per person without having to increase borrowing.
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Phriomb-Oifig e Government Finance Statistics 2024

Staidrimh  Office (April 2025)

Statistics

An o Central Women in the Labour Market
% Stdrimn Ofce 2023-2024

2023 g

641,800 1,310,600

Feenale Representation Q4 2024
= Human Health Education -

(Source: CSO) & Social Work 5
76.6% 73.6%

- (Source: CSO)
Timeframe Trend:
. Participation of women in the labour market
Figures:
Reason: Timeframe Trend:
"IN Figures:
o Reason:
Castletroy College LClancy Castletroy College LClancy
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Office

Residential Property Price Index Median Property Prices
Relative to 2007 Peak e
2017 2025

An Central
% S Statstics Residential Property Prices 2025

Volume of Transactions
2013

(3 % 200 A ST B )

(Source: CSO)

Change in property prices from 2013 to 2025

Timeframe “rend:

Figures:

Reason:
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