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Abstract: For over fifty years Ireland has pursued an industrial policy that has had at its core the generation 
of sustainable manufacturing jobs spread across all regions of the country.  From the late 1980s the emphasis 
on sustainability has increasingly been reflected in the promotion of new and expanding projects in high-tech 
sectors, while from the late 1990s the regional dimension of policy has been reflected in attempts to create 
strong manufacturing centres in the regions rather than the regional spread of projects.  This paper examines 
the progress made between 1985 and 2002 in achieving greater sectoral specialisation and spatial dispersion 
in Irish manufacturing. The analysis focuses separately on multinational enterprises (MNEs) and local 
enterprises (LEs), and distinguishes two time periods – 1985-1993 and 1993-2002. Net changes in 
employment at an abridged NACE 2-digit level are used to measure sectoral change and NUTS-2 and NUTS-
3 regions are used to examine regional changes. Hirschman-Herfindahl indices are employed to measure 
changes in spatial concentration by sector and sectoral specialisation by county in three-year sub-periods. We 
find increasing sectoral and spatial concentration of MNE employment, but more spatially dispersed and less 
sectoral concentration of LE employment over the period. Additionally, we examine the co-location patterns 
of MNEs and LEs using correlation coefficients at spatial and sectoral levels, and also at county levels. At 
national level there is evidence of some degree of spatial separation between MNEs and LEs and a high and 
increasing level of sectoral dualism between MNEs and LEs in Irish manufacturing. However, at county level 
we find a wide variation in the patterns of co-location by sector. 
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1. INTRODUCTION 
 

For over fifty years Ireland has pursued an industrial policy, which has had at its core the 
generation of manufacturing jobs and their geographic distribution across the country. The origins 
of the policy lay in the need to create jobs in rural areas to compensate for declining prospects in 
agriculture in the 1950s and thereby reduce rural unemployment and stem emigration. In the 
1960s the policy extended to assisting the manufacturing sector, which for thirty years had been 
protected by high tariffs, to prepare for free trade by supporting the modernisation of existing 
indigenous enterprises and the promotion of Ireland as an export base for foreign-owned 
manufacturing. The 1970s saw the final step in removing industrial protectionism, as Ireland 
became a full member of the European Economic Community (EEC), while the 1980s saw 
increasing emphasis on (a) the restructuring of Irish manufacturing into new high-tech industries 
based on foreign direct investment, and (b) support for links between these enterprises and 
indigenous enterprises. Finally, in the 1990s this emphasis shifted onto promoting clusters of high 
value-added activities within the high-tech sectors and once again the regional dimension was 
highlighted in response to unbalanced regional growth and the growing congestion costs in the 
Dublin area.   

While Irish policy formulation has had a uniquely homespun and eclectic provenance, its 
emphasis on the spatial/sectoral links, through the strong regional dimension in policy, is now 
echoed very strongly in the new economic geography literature, which has expanded rapidly since 
the early 1990s. This literature has focused on the importance of the location of industries within 
economies in the context of global trade (Krugman, 1991). It emphasises the role of centripetal 
and centrifugal forces that affect the spatial concentration and sectoral specialisation of industry, 
in response to changes in the tradability of products and differences in the degrees of factor 
mobility. The tendency for enterprises conducting innovative economic activity to cluster has been 
found to be higher in many of the high-tech industries, where external economies of scale and new 
economic knowledge play an important role. When this knowledge is tacit, geographical 
boundaries will exist (Audretsch and Feldman, 1996), and enterprises will locate within close 
geographic proximity to each other. This will allow them to benefit from potential knowledge 
externalities and to gain access to skilled workers endowed with a high level of industry-specific 
human capital. The spatial concentration and sectoral specialisation of enterprises thus have 
significance for regional and industrial policy as the establishment of high technology clusters has 
the potential to increase economic activity and enhance regional development.  

Ireland’s recent economic success has been attributed to many factors, one of which is the role of 
foreign direct investment (FDI) in growing an externally-owned, high-tech manufacturing sector 
(see Ruane and Görg, 1997; Sweeney, 1998). The scale of growth of this external sector has meant 
that Ireland’s industrial base has been re-oriented towards high-tech products produced for 
expanding export markets, in contrast with traditional goods (linked to static comparative 
advantage) produced for contracting domestic markets (Barry and Bradley, 1997). At the same 
time this growth has been accompanied by increased spatial imbalance, with per capita incomes in 
the Western regions of the country lagging significantly behind those in the East in particular. 
This led to the European Commission removing Objective 1 status from the country as a whole 
(which Ireland had since entering the EC/EU) and granting it solely to the less developed Border, 
Midlands and West (BMW) regions.  It also led to the development of the National Spatial 
Strategy (NSS), which is discussed further in Section 3.   
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The extent of, and relationship between, spatial concentration and sectoral specialisation in Irish 
manufacturing has been relatively little analysed.1 Moreover, the relationship, if any, between 
spatial/sectoral patterns of multinational enterprises (MNEs) and those of Irish-owned local 
enterprises (LEs) has not been examined. This paper contributes to and extends this analysis by 
comparing the spatial and sectoral concentration of manufacturing enterprises in the Irish 
economy. The period 1985 to 2002 is examined in order to establish the extent of the changes that 
have occurred, and whether they are in line with stated industrial and regional policy objectives. 
Throughout the analysis employment data are used to measure changes in specialisation and 
concentration.   

The paper proceeds as follows: Section 2 looks at structural change in manufacturing in the broad 
sectoral context and describes the data used to analyse sectoral and spatial change. Section 3 
reviews the evolution of industrial and regional policy. In Section 4 we examine the sectoral and 
spatial employment performance over the period, noting sectoral and spatial restructuring and 
differences in rates of employment growth. The analysis is carried out on MNEs and LEs 
separately. Section 5 estimates spatial and sectoral Hirschman-Herfindahl indices to provide a 
picture of the interconnectedness between sectoral and spatial policies. Section 6 focuses on the 
co-location patterns of MNEs and LEs using correlation coefficients to determine if LEs are 
following MNEs into the same sectors and counties. This section also looks in more detail at 
specific regions and sectors where change has been most marked over the period. Conclusions and 
suggestions for further research are contained in Section 7. 

2. STRUCTURAL CHANGES 1985-2002: AN EMPLOYMENT PERSPECTIVE 
 
2.1.  Economy wide changes 

Ireland has been in the process of continuing structural change since the 1950s, when it began 
transforming from an agricultural protectionist economy into an export-led-growth economy, 
driven by manufacturing and internationally traded services.  Given its small market size and 
absence of key natural resources, it is not surprising that these two sectors have been the engine of 
growth in the economy. As late as 1985, employment in the agricultural sector in Ireland still 
accounted for 16 per cent of total employment, compared to an average of 10.8 per cent for the EU 
at the time.2 However, as Table 2.1 indicates, over the following 17 years employment in 
agriculture fell by 28 per cent at a time when total employment rose by 56 percent, so that in 2002 
it accounted for just over 7 percent of total employment. This reduction is set to continue as 
reforms in EU agricultural policy opens member states to increased international competition and 
as the role of the new Eastern European member states impacts on the Irish economy. 

Within the Irish economy, the services sector has been the most significant source of employment 
creation over the period, with growth in services employment increasing by almost 75 per cent – 
see Table 2.1. However, whilst Ireland has followed Europe and the rest of the developed world in 
the expanding share of its services sector employment, which now comprises almost two-thirds of 
total employment, the pattern of growth in industry is quite different. In Ireland the growth in 
employment in the industrial sector, which is dominated by manufacturing, was almost as strong 

                                                 
1 Since completing the paper, we have become aware of several other papers which have looked more 
specifically at the spatial/sectoral concentration issue, in particular Morgenroth (2004) and Morgenroth 
(2005).  These papers overlap to some extent with this paper and in other respects complement it. 
2 This average excludes Germany, as figures were not available for 1985 (European Commission, 1996). 
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(66 percent) as that of the services sector between 1985 and 2002. The importance of the industrial 
sector for Irish growth is reflected in the increase in its share of total employment over the period 
considered, contrary to its declining employment share in most other developed countries.3  

Table 2.1 Total Employments in Ireland by Broad Sector, 1985-2002 

Sector 

Industry Employment as 
Proportion of Total 

Employment 
% 

Change in 
No. of 

Persons 
Employed 

(‘000s) 

Change in 
Industry 

Employment 
% 

 1985 2002 1985 – 2002 1985 - 2002 

Agriculture 16.0 7.4 - 47.1 - 28.1 

Industry a 26.7 28.3 183.8 65.5 

Services b 56.9 63.8 447.6 74.9 

Other c 0.4 0.5 5.6 114.3 

Total Employment (‘000s) 1,051.1 1,641.0 589.9 56.1 

Source: ILO, Total Employment by Economic Activity (http://laborsta.ilo.org/)  
a   Manufacturing and Construction  
b Wholesale & Retail Trade, Transport & Communications, Finance & Business Services, and 
Community, Social & Personal Services 
c   Activities not adequately defined.  

 

2.2  Manufacturing Change 

The manufacturing sector accounts for over half of the employment in the industrial sector, and 
while this share is down from 70 percent in 1985, it is nonetheless a key employment sector in the 
economy.4 The growth in manufacturing employment of 26 percent (Table 2.2) over the period is 
the product of two quite different growth rates – employment growth of 64 percent in MNEs, and 
employment growth of under 4 percent in LEs. Table 2.2 also highlights the contrast between the 
growth in the number of enterprises and employment in MNEs and LEs between 1985 and 2002. 
Overall the number of manufacturing enterprises increased by 14 per cent net over the period, but 
all of this increase was due to growth in the number of LEs, as the number of MNEs increased by 
only slightly over 1 per cent during the period. The contrasting patterns of enterprises and 
employment meant that by 2002, the share of total employment in MNEs had risen to 48.4 
percent, while the share of total enterprises owned by MNEs had fallen to less than 14 percent of 
total manufacturing enterprises. While policy is focused on altering the behaviour of enterprises, 
in terms of the sector in which they establish or the location at which they build new, or expand 
existing plant, our focus in this paper is on the impact of such behaviour on employment.5    

                                                 
3 Declining employment, because of rising productivity, is consistent with constant or growing industrial 
output shares in these economies. 
4 Calculated from Tables 2.1 and 2.2. 
5 In Gleeson, Ruane and Sutherland (2005) we explore the enterprise data using entropy indices to provide 
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Table 2.2 Employment and Enterprises in Irish Manufacturing 

 Employment Enterprises 

 1985 2002 1985 2002 

LEs 119,181 123,777 3,769 4,380 

MNEs 70,707 116,190 699 709 

TOTAL 189,888 239,967 4,468 5,089 

Source: Own estimates derived from the Census of Industrial Local Units, CSO.  

 

2.3  MNE’s in Irish Manufacturing 

Ireland’s success in attracting foreign direct investment (FDI), evidenced by the strong presence of 
MNEs in its manufacturing sector, has been well documented (Barry, Bradley and O’Malley, 1999 
and Ruane and Uğur, 2005). Consistent public policy instruments promoting Ireland as an export 
platform for manufacturing FDI over the past four decades have integrated regional and industrial 
policy objectives through proactive and selective support for individual MNE projects. 
Specifically, the sectoral focus of industrial policy has increasingly been on the electronics 
(NACE 30-33) and chemical and pharmaceutical (NACE 24) sectors. In the former case, the 
policy has sought to encourage MNEs across the range of upstream-downstream industrial 
activities so that an effective industrial clustering of MNEs would result (Görg and Ruane, 2001).6 
In the case of chemicals and pharmaceuticals, policy has focussed on creating a geographic 
clustering of upstream activities, centred primarily on serviced land in Ringaskiddy, as well as 
encouraging the location of pharmaceutical plants in downstream activities more widely 
distributed throughout Ireland. The next implementation phase of this policy is the creation of 
stronger links between these industries and the third-level colleges in Ireland in order to 
strengthen Ireland’s comparative advantage in the higher value-added activities of these sectors. 

The export focus of the MNEs in Ireland, together with the insignificance of the domestic 
consumer market and non-resource-based element of most of their activities, has meant that MNEs 
have considerable choice as to where within Ireland they might locate, as their location choice is 
driven by production rather than market considerations. Since proximity to ports (air and sea) is 
essential, the quality of local infrastructure (transport/ telecommunications/energy) has a major 
role in influencing MNE location choice.   

2.4 LE’s in Irish Manufacturing 

Over the past thirty-five years there has been a huge turnover of LEs in Ireland, as the 
manufacturing sector has moved from being sheltered under protectionist policies to having to 
compete on the domestic market at EU prices and with increasing volumes of imports, particularly 

                                                                                                                                      
integrated measures of spatial concentration and sectoral specialisation.   
6 For example, IDA Ireland has built a strong electronics/software sectoral cluster based on some key global 
enterprises  (Intel, Dell, IBM, Hewlett Packard, Microsoft), which signals to other enterprises Ireland’s 
potential as a base for export platform location within Europe and creates the opportunity for upstream and 
downstream links to these sector leaders (Krugman, 1997).  
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of textiles, textile products and household goods coming from exporters in Asia. The focus of 
industrial policy has been on consolidating the food-processing sector, building sub-supply 
capacity in electronics, and supporting potential exporters in niche markets right across 
manufacturing. In recent years, as domestic production costs have risen, policy has supported Irish 
enterprises in outsourcing production lines to Eastern Europe and South East Asia, when the brand 
and marketing value of the enterprise means that the design/management/marketing activities of 
the enterprise can successfully thrive in Ireland at higher labour costs.   

While the spatial distribution of Irish consumers is not relevant to location choice of the export-
orientated MNEs, it is more important for LEs who sell two thirds of their output on the Irish 
market. The existence of a significant local market and the residential location of the entrepreneur 
mean that LEs are less able to respond positively to incentives created by regional policy in terms 
of their location choices. As such, there is a natural contrast between the situation of export-
focused MNEs and domestic-market focused LEs, with the former being potentially more spatially 
mobile within Ireland, if the facilities at specific locations meet their needs.7   

2.5. Data 

This paper studies the sectoral and spatial distribution of Irish manufacturing employment, 
distinguishing between LEs and MNEs, within the framework of Irish industrial and regional 
policy for the period 1985 to 2002. The empirical study is based on longitudinal plant level data of 
all manufacturing plants in Ireland with three or more employees, collected as part of the Census 
of Industrial Production (CIP) conducted annually by the Central Statistics Office (CSO) of 
Ireland. The Census data allow detailed examination of MNEs and LEs separately at sectoral level 
(based on the NACE Rev.1 nomenclature classification) and geographically by Irish county 
(NUTS 4) and regional authority (NUTS 3). For the purpose of this study we have aggregated 
enterprise employment using the CSO’s classifications for the 2-digit sectoral level (15 – 37 
inclusive).8 Hirschmann-Herfindahl indices (HHIs) are used to measure the degree of sectoral 
specialisation and spatial concentration of MNEs and LEs and, together with correlation 
coefficients, the indices are used to measure the co-location of MNEs and LEs sectorally and 
geographically. These measures permit analysis of the impact of stated industrial and regional 
policy goals on the overall sectoral and spatial clustering of manufacturing within Ireland. 

3. REVIEW OF INDUSTRIAL AND REGIONAL POLICY 

3.2 Evolving Policies  

Industrial and Regional policies in Ireland have evolved steadily since the 1960s, when Ireland 
adopted an export-led-growth approach to economic development.  This has involved four key 
strands: (a) a progressive reduction in tariffs, quotas and all barriers to trade; (b) promotion of 
exports by those existing LEs which are perceived to have the potential to be internationally 
competitive using discretionary financial supports and automatic fiscal incentives; (c) promotion 
of Ireland as an export-platform base for green-field investment by MNEs, again using financial 
supports and fiscal incentives; and (d) pro-active policy instruments to disperse manufacturing 
industry across the whole country in the interests of achieving a more even spatial development. In 
adopting a project-based rather than a sectoral approach to (b) and (c), it was possible to address 
                                                 
7 Where MNEs or their senior staff require facilities which are not available in smaller urban centres, they 
may be geographically mobile but only within a range of larger centres. 
8 See Appendix A for further details. 
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(d) by providing a higher maximum scale of financial support in the less economically developed 
areas.   
 
  Starting in the early 1970s, and in anticipation of joining the EEC, Irish policy towards FDI 
became increasingly more sectorally selective, while still remaining project focussed. This sectoral 
focus took the form of seeking MNE investment in modern high technology (high-tech) sectors. It 
was widely accepted that Irish entrepreneurs were not well placed to move into the production of 
high-tech goods, and that the key to the development of high-tech sectors was to build a strong 
base of international enterprises which were already trading successfully in electronics and 
pharmaceuticals. These sectors were identified as being readily suited to an export-platform island 
economy because such high-tech goods have low per-unit-value transportation costs.9  

At the same time as this increased focus on the sectoral dimension to industrial policy, there was 
also a growing emphasis on the spatial dimension. The first full articulation of the government’s 
regional/industrial policy appeared in the form of the Regional Industrial Plans 1973-77 (RIP, 
1973), published by the Industrial Development Authority (IDA) in 1972. These followed on from 
the decision of government not to adopt the growth-pole approach enunciated in the Buchanan 
Report, which was published in 1969. That report favoured the establishment of a small number of 
strong growth poles, with other towns playing minor roles in the development process. The 
approach adopted by the RIP sought to spread manufacturing job across small as well as large 
towns.10 Targets were set for clusters of towns with incentives (grants, serviced land and in some 
cases advanced factories) provided to support location by MNEs and LEs in these centres. This 
involved the establishment of regional offices by the IDA, which was charged with matching 
national sectoral objectives regarding FDI to local spatial needs and potentialities.  

The sectoral and spatial dimensions came together in the 1980s with the idea of “cluster creation”, 
which had two elements. The first was that the creation of high-tech clusters of foreign-owned 
enterprises would generate Marshallian-type external economies, and optimise the positive 
cumulative effects of attracting MNEs. By building clusters of MNEs it was expected that several 
important effects would be generated: (i) the development of potential Hirschman-type production 
linkages among MNEs; (ii) the growth of a skilled labour pool to which all entrants and 
incumbents would have access; and (iii) the possibility that LEs would locate close to these MNE 
clusters with potential for higher levels of linkages and technology transfer from MNEs to LEs. 
The second element was that the creation of clusters also raised the possibility of regional markets 
emerging with critical mass in terms of labour and service supply; it was argued that such regional 
markets would allow greater numbers of enterprises to locate successfully outside Dublin and 
Cork, the largest cities. Over the 1980s, this approach replaced the earlier policy (RIP, 1973) of 
distributing manufacturing plants in a more dispersed way across all the towns in Ireland, without 
much regard for their economic interconnectedness.   

The creation of clusters involved the identification of key sectors and associated locations, and 
their promotion to potential inward FDI enterprises. In the case of electronics, it also built on an 
active linkages programme (in the 1980s and 1990s) which fostered production links between 
enterprises in that sector, thereby building an electronics sector to service the European market. In 
effect, Ireland’s longstanding reputation for being pro-MNE and its network of relationships with 

                                                 
9 These products are often referred to as “weightless products”. 
10 This could be seen as a pre-cursor of the present policy of dispersing sections of government departments 
to 52 centres around Ireland. 
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MNEs in electronics helped it to leverage further MNEs to locate on the basis that these key 
enterprises had chosen Ireland as their manufacturing base in Europe.  However, with the 
recession in the Irish economy in 1980s, the emphasis fell on the sectoral rather than the spatial 
dimension of the policy, especially as there were growing numbers of job losses in Dublin and 
some of the larger manufacturing centres.   

The unprecedented economic growth in the 1990s, which reversed the trends of the 1980s, saw the 
Greater Dublin Area (GDA) accounting for increasing shares of total employment, especially in 
key sectors.11 From the mid-1990s onwards, this growth resulted in social and infrastructural 
pressures leading to evidence of the development of a “dispersed city” phenomenon, with 
enterprises and households spreading out to the boundaries of County Dublin and into the 
surrounding counties.  There was also growth along the Dublin-Belfast corridor (due to improved 
transport and communications networks as well as increased investment confidence), which 
reinforced the eastward economic and social shift of the island. However these high levels of 
growth and prosperity have not been experienced in all regions, furthering the unbalanced pattern 
of regional development; large areas, especially in the Border, Midlands and Western (BMW) 
regions, increasingly lagged behind the rest of the country in terms of income, employment and 
infrastructure, as was noted in Section 1.  

3.2 New Polices 

There have been two major policy changes which overlap only slightly with our period of 
analysis, but which we include here for completeness. Following on from the Lisbon Strategy, the 
Irish government sought to enhance systematically the knowledge (R&D) and associated skill 
content of new and expanding MNEs, in order to increase productivity in Ireland so that global 
competitiveness could be maintained at higher income levels. Funding for these new 
developments formed part of the National Development Plan published in 1999. In 2000, the IDA 
identified its key high-tech sectors as: Information and Communications Technologies (ICT), 
Pharmaceuticals and Healthcare, Engineering and International Services (such as software, 
financial services and others), and new R&D grants systems were introduced which could be 
given throughout the country and not just in the Objective 1 regions (IDA, 2001).12 In 2001, the 
government established Science Foundation Ireland (SFI), which was charged with strengthening 
the links between MNEs and third level researchers in Ireland and with optimising the potential 
gains from such links.13   

The second policy change occurred in 2002, with the publication of a long-term spatial policy 
document, the National Spatial Strategy (NSS). Its specific aim was to correct the spatial 
imbalance that had increased during the economic boom of the 1990s.14 The NSS aims to provide 
a national framework to guide policies, programmes and investment, taking a comprehensive 
long-term view with regard to location and the interactions between locations across Ireland.  

                                                 
11 See the National Spatial Strategy, p 14 
12 Traditional grants to support fixed asset creation and employment training were not longer permitted by 
the European Commission outside the BMW. 
13 A related policy in the education sector, the Programme for Research in Third Level Institutions (PRTLI), 
helped to underpin these links. 
14 This followed on from a commitment undertaken in the National Development Plan (NDP) in 1999, which 
contained virtually no spatial planning dimension. 
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Under the NSS there is a “pivotal” role for the state’s development agencies, such as the IDA and 
Enterprise Ireland (EI), in “fostering and attracting private investment in the regions” to support 
the spatial structure outlined therein (NSS, 2002, p.97).   

While the NSS was the first formal articulation of spatial policy in more than two decades, the 
IDA, as part of its three-year plan, had already begun to address the problems associated with the 
spatial concentration of manufacturing in the East.  In addition to the BMW regions, which had 
Objective One status under European Commission rules, the IDA also targeted the South-East 
region which had not experienced strong growth during the 1990s (IDA, 2000).  The IDA’s target 
was to locate half of all new jobs in green-field projects in Objective One regions, and six of its 
nine regional offices were located in these regions to support this. 15  New regional development 
centres were established in Sligo, Athlone and Waterford, reflecting the IDA view that a strong 
urban base is needed in each region, with critical mass supported by infrastructure of international 
standards, if economic and social convergence is to occur across the regions.  This underpins the 
importance of the implementation of the NSS, with its focus on regional gateways, for inward 
investment to continue its contribution to more balanced regional development. (IDA, 2003)  As 
such, the spatial policy for manufacturing announced in 2002 is much closer to what was proposed 
by Buchanan in 1969, than the policies adopted in the 1970s and 1980s. 

 
While the NSS acknowledges that large inflows of FDI have been a major contributor to the 
strong growth over the previous decade, it also recognises the substantial restructuring occurring 
within the indigenous sector and its spatial implications. While location close to major urban 
environments is more important for advanced MNEs, the location preferences of LEs often reflect 
family and community ties, as well as production and market considerations. As typical small and 
medium enterprises (SMEs), LEs may have less need for access to larger urban centres on 
production grounds but have more need on market grounds. Enterprise Ireland’s strategies include 
specific spatial elements which aim to link the development of LEs in key high-tech sectors to a 
small number of centres where there are existing MNEs and third level educational facilities (NSS, 
2002, p.98).  In effect, achieving the objectives of better regional balance in the NSS and 
increased value-added production in the National Development Plan (1999) relies on the ability of 
these two agencies to promote spatial clusters of innovative, technology-intensive, high value-
added enterprises in appropriate locations across the regions.16  While these new developments are 
unlikely to impact on the period we analyse, we note later the extent to which patterns of change 
up to 2002 are moving in this policy direction.   

 
In the remainder of this paper we explore how the geographic and sectoral patterns of Irish 
manufacturing employment have changed between 1985 and 2002 in response to proactive 
industrial and regional policies centred on increasing sectoral specialisation and reducing spatial 
concentration. This time frame combines an early period of low net employment growth (1985-

                                                 
15 A number of these offices have national responsibilities as well as their Regional Office functions: Athlone 
hosts the headquarters for Regional Development and Property and the Healthcare sector; Sligo – the 
Engineering & Consumer Products sector and International Services, and Waterford – ICT, Engineering and 
Consumer Products sectors. 
16 Clearly the work of other agencies is also relevant to spatial distribution, but since our focus is on 
manufacturing, we are concentrating here on the two agencies with national responsibility to influence the 
sectoral and spatial distribution of manufacturing. 
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1993), followed by the later period of rapid growth in employment in both MNEs and LEs (1993-
2002), which contrasts with earlier decades when MNE employment had expanded as LE 
employment contracted in adjusting to the move to free trade. With the improved economic 
climate of the 1990s, and with the effects of globalisation becoming ever more evident, the policy 
emphasis on sectoral specialisation, spatial dispersion and cluster creation has increased 
significantly, giving rise to several questions that are addressed in this paper. Are MNEs and LEs 
becoming more or less sectorally specialised and spatially dispersed? To what extent is there 
evidence that the LE location patterns are mirroring those of MNEs?   

4. SECTORAL AND SPATIAL DISTRIBUTION OF MNE/LE EMPLOYMENT 
 
As we saw in Section 3, there were two foci to industrial and regional policy over the 1990s. The 
first focus is to increase the sectoral specialisation of manufacturing, moving from low-tech and 
low value-added into high-tech and higher value-added activities. The second focus is to improve 
the spatial distribution of manufacturing by reducing spatial concentration in the Greater Dublin 
Area especially and creating employment in what was to become the BMW region in the late 
1990s. In this section we look at the distribution of manufacturing employment sectorally and 
spatially for three different years, namely 1985, 1993 and 2002, to see the extent to which it 
moved in the direction of policy, i.e., increased shares of employment in the designated high tech 
sectors (24, 30-33) and increased employment shares in the BMW. 
 
A key issue for any discussion of policy is the metric to use to examine changes in the economy 
over time. In terms of sectoral composition, there is much to be said for taking a highly 
disaggregated approach, for example at 4-digit NACE level, since much change occurs within 
sectoral groupings. In terms of spatial distribution, a focus at county level or sub-county level, say 
in terms of key towns, might seem appropriate. However, the counter argument is that this would 
lead to the expectation that the impact of policy would be more precise than is realistic, since the 
government influences entrepreneurial and location decisions but does not control them. For this 
reason, and to ensure the confidentiality of the data used, in this section we use an aggregated 2-
digit NACE classification to look at sectoral specialisation, and we use county, planning-region 
and NUTS-II classifications to focus on spatial concentration.17     

4.1 Sectoral Patterns 

Tables 4.1, 4.2 and 4.3 detail changes in sectoral employment in all enterprises, MNEs and LEs 
respectively. Table 4.1 shows that Irish manufacturing employment increased by 21 per cent 
between 1985 and 2002, with most of this growth occurring post-1993. Tables 4.2 and 4.3 
demonstrate that this growth was largely driven by the growth in employment in MNEs, which 
accounted for over 90 percent of the net change in total manufacturing employment. 
Manufacturing employment in MNEs grew by over 64 percent, with a slightly larger portion of 
this growth occurring after 1993. LEs enjoyed a comparatively modest growth of 3.9 percent in 
employment overall, with contrasting trends in the two periods – a decline in employment of over 
6 percent in the earlier period followed by an increase of over 10 percent in the latter period.18  
The contrast between LEs and MNEs points to the need to distinguish between the two groups, as 
their aggregation creates a misleading impression of the dynamic of the manufacturing sector. 

                                                 
17 This analysis can also serve as a base for a more micro approach in the future. 
18 This was the first period of net growth in LE manufacturing employment in decades. 
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The difference in net employment growth between the high-tech and low-tech sectors is also stark, 
even in the aggregate. The high-tech Chemicals (24) and Electronics (30-33) sectors experienced 
extraordinary employment growth over the period, with increased intensity after 1993. Both of 
these high-tech sectors show net employment growth of more than 50 percent, so that by 2002 
these high-tech sectors combined constituted approximately one-third of total manufacturing 
employment, compared with less than 20 percent in 1985. Table 4.2 indicates that most of this 
increase in high-tech employment occurred in MNEs; the net increase in MNE Chemical and 
Electronic sector employment of 38,387 amounted to over 84 percent of the increase in 
employment in MNEs over the period.  By 2002, employment in these high-tech sectors exceeded 
59 per cent of total MNE employment compared to 43 per cent in 1985. It should also be noted 
that some of the employment in the Paper and Paper Products sector (21-22) is directly related to 
the activities in the Electronics sector.19 

Table 4.1 All Employment by Manufacturing Sectors, 1985 – 2002 

 

 

Sector Employment as 
proportion of total 

manufacturing 
employment (%) 

Change in 
Employment 

(No.) 

Change in Employment, 
various periods 

(%_) 

Sector 1985 1993 2002 1985-02 85-93 93-02 85-02 
15 - 16 24.6 22.2 20.3 2,027 -4.6 9.3 4.2 
17 - 18 14.8 10.4 4.0 -18,619 -25.8 -54.4 -196.0 

19 1.1 0.6 0.2 -1,486 -43.6 -50.1 -255.8 
20 2.2 2.0 2.7 2,208 -1.4 55.0 34.6 

21 - 22 7.2 9.0 9.7 9,598 32.8 28.0 41.2 
24 6.1 8.1 10.6 13,701 39.5 55.8 54.0 
25 3.2 4.3 3.9 3,301 40.1 9.7 34.9 
26 5.9 4.5 4.4 -737 -19.5 16.1 -7.0 

27 - 28 6.8 6.1 6.5 2,503 -5.6 26.3 16.2 
29 5.8 6.2 5.3 1,573 12.3 1.6 12.4 

30 - 33 13.8 17.6 23.6 30,466 35.7 59.7 53.8 
34 - 35 4.2 4.4 4.1 1,815 10.9 10.6 18.5 

36 – 37, 23 4.1 4.7 4.8 3,729 21.0 22.2 32.4 
Total 

Employed 189,888 
 

201,385 239,967 50,079 6.1 19.2 26.4 
Source: Own estimates derived from the Census of Industrial Local Units (CSO). 
 

                                                 
19 This refers to the publishing of manuals, etc. 
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Table 4.2 MNE Employments by Manufacturing Sectors, 1985 – 2002 

 

MNE Sector Employment as 
proportion of total MNE 

Employment 
 

(%) 

Change in 
Employment

  
 

(No.) 

Change in MNE Employment, 
various periods 

 
 

(%) 

 Sector 1993 2002 
 

1985-02 85-93 93-02 85-02 
15 - 16 15.2 13.7 10.5 1,470 13.6 0.1 13.7 
17 - 18 12.8 10.1 2.5 -6,074 0.1 -67.3 -67.2 

19 0.8 0.1 0.1 -442 -78.5 -8.5 -80.4 
20 0.6 0.5 0.9 608 2.5 133.9 139.8 

21 - 22 2.6 3.8 6.6 5,830 83.4 125.0 312.6 
24 11.6 13.9 18.1 12,878 52.1 69.0 157.1 
25 3.6 5.2 2.9 866 81.3 -26.1 34.0 
26 3.0 1.7 1.5 -373 -26.9 12.6 -17.7 

27 - 28 5.3 3.7 2.8 -484 -10.9 -2.3 -13.0 
29 8.5 7.3 5.0 -218 8.5 -11.2 -3.6 

30 - 33 31.5 32.9 41.1 25,509 31.8 62.7 114.4 
34 - 35 0.9 2.9 5.0 5,223 315.9 122.1 823.8 

36 – 37, 23 3.6 4.2 2.8 691 45.5 -12.7 27.1 
Total MNE 

Employment 70,707 89,442 116,190 45,484 26.5 29.9 64.3 

 
Table 4.3 LE Employments by Manufacturing Sectors, 1985 – 2002 

 

LE Sector Employment as 
proportion of total LE 

Employment 
(%) 

Change in 
Employment 

(No.) 

Change in LE 
Employment, 

various 
periods 

(%) 
 

Sector 1985 1993 2002 
 

1985-02 85-93 93-02 85-02 
15 - 16 30.2 28.9 29.5 557 -10.0 12.8 1.5 
17 - 18 16.0 10.5 5.3 -12,545 -38.1 -44.6 -65.7 

19 1.3 0.9 0.4 -1,044 -31.0 -54.8 -68.8 
20 3.1 3.3 4.3 1,600 -1.8 45.4 42.7 

21 - 22 9.9 13.2 12.6 3,768 24.8 5.6 31.8 
24 2.9 3.4 3.5 823 9.8 12.6 23.7 
25 3.0 3.6 4.9 2,435 10.9 51.2 67.7 
26 7.7 6.7 7.1 -364 -17.8 16.8 -4.0 

27 - 28 7.8 8.0 9.9 2,987 -3.4 36.9 32.3 
29 4.3 5.3 5.6 1,791 16.9 15.5 35.0 

30 - 33 3.2 5.4 7.1 4,957 58.3 45.2 129.9 
34 - 35 6.2 5.6 3.2 -3,408 -15.4 -36.5 -46.3 

36 – 37, 23 4.4 5.1 6.7 3,039 9.1 44.8 57.9 
Total LE 
Employment 119,181 111,943 123,777 4,596 -6.1 10.6 3.9 
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Source: Own estimates derived from the Census of Industrial Local Units (CSO).  
While LE employment growth was highest in the Electronics sectors, rising by 130 per cent 
between 1985 and 2002, by 2002 the Electronics sector, seen as a key driver of growth in 
manufacturing, only comprised just over 7 per cent of total LE employment.  However, this may 
somewhat understate the indigenous high-tech picture as manufacturing data exclude the software 
sector, which is part of services, and there has been a rapid increase in employment in software 
services over the 1990s, which is related to the growth in the Electronics sector.20   

As employment in the high-tech sectors rose in terms of employment numbers and shares, there 
was a decline in employment in the low-tech sectors in terms of absolute employment numbers. 
Employment in the Textiles and Leather products sectors (sectors 17-18, 19) declined by more 
than 20,000, so that by 2002 these sectors comprised around 4 per cent of total manufacturing 
employment compared to 16 per cent in 1985. In absolute numbers employed, most of this decline 
was in LEs, where net employment fell by over 13,000, compared with a fall of 6,500 in MNEs. 
While the focus of industrial policy for MNEs has been on the high tech sector for several 
decades, it is surprising that the employment in these traditional sectors accounted for almost 14 
per cent of MNE employment in 1985.    

In many countries Food Products, Beverages and Tobacco (Sectors 15-16) are thought of as 
traditional sectors and might be expected to have a rapidly declining share of employment in a 
modernising economy, such as Ireland. However, their employment patterns contrast with those of 
the other traditional sectors in Irish manufacturing. Sectors 15-16 experienced some decline prior 
to, but reasonable growth after 1993. This outturn primarily reflected growth in LE employment 
after 1993, following a period of job losses prior to 1993. The net result was that the share of LE 
employment in these sectors remains at around 30 per cent of total LE employment, virtually 
unchanged since 1985, while the share of MNE employment fell by one third.21   

The contrasting sectoral restructuring of manufacturing as between MNEs and LEs is also evident 
in the Metal and Machinery sectors (27 – 29), wherein employment in MNEs declined by over 7 
percent, while it grew by over 30 percent in LEs. The other sectors where contrasting experiences 
of MNEs and LEs are notable are Transport Equipment (34-35) – the share of employment in 
MNEs in these sectors has increased five fold over the period while it has almost halved for LEs. 

In summary, there is strong evidence of the successful restructuring of manufacturing employment 
away from the traditional towards the high-tech sectors. The increased share of the high-tech 
sectors in manufacturing employment has been driven by the MNE sector, where the IDA has 
targeted inward investment in line with stated policy. These sectors have also contributed to the 
increase in LE employment, albeit at a much smaller scale. 

4.2 Spatial Patterns 

In order to analyse changes in the spatial concentration of manufacturing enterprises and 
employment we use a combination of county and regional categories. These are set out in Tables 
4.4-4.6 below. From an EU perspective, the key spatial division is between the NUTS II regions – 
the Border-Midlands-West (BMW) region and the South & East region (S&E), since the 
incentives available in these two regions now differ markedly, as noted in Section 3. From a 
domestic policy perspective, this aggregation is too high, hiding great differences in the economic 
circumstances of different sub-regions and counties within the NUTS II grouping. Thus we use the 
                                                 
20 See Ruane and Uğur (2005). 
21 The fall in the share of these MNE sectors reflects the huge growth in the high-tech sectors. 
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planning-region structure as the next level of dis-aggregation, and below that we present county 
measures, recognising that the county level is not a realistic scale for spatial planning purposes. 
Because of the emphasis in policy on increasing manufacturing employment in the BMW and on 
reducing concentration in the Greater Dublin Area, at the bottom of each table in this section we 
also look at three regional groups – the BMW, the Greater Dublin Area (GDA), which is Dublin 
and the Mid-East, and the remaining regions in the South and East (South East, South West and 
the Mid West.   

Tables 4.4, 4.5 and 4.6 detail changes in the spatial employment patterns of all enterprises, MNEs 
and LEs respectively. We note that in the period we are considering, the GDA experienced a 
reduction in employment share, which is in line with policy, but so too did the BMW, which is out 
of line with policy. Although all eight regions experienced a positive change in net employment 
between 1985 and 2002, slower growth in some regions led to significant changes in the relative 
employment position of those regions. At first sight, the change in spatial concentration appears to 
be broadly in line with the policy objective of reducing the concentration of manufacturing 
employment in Dublin, as set out in Section 3. The proportion of total manufacturing employment 
in Dublin dropped from around 30 per cent to 25 per cent between 1985 and 2002, while 
increasing overall by 3.4 per cent. This change was the consequence of two different trends - net 
employment in Dublin declined by 5 percent prior up to 1993 but increased approximately 9 per 
cent in the period up to 2002. As evident from Tables 4.5 and 4.6, these overall changes reflect 
differences between MNEs and LEs in Dublin over this period; net employment by LEs fell by 
almost 6,000 or almost 16 per cent while MNE net employment grew by almost 8,000 or 41 per 
cent.  However, to focus on Dublin alone is to overlook the relevant agglomeration that is the 
Greater Dublin Area (GDA), i.e., we also need to look at the Mid-East (Kildare, Meath and 
Wicklow) in addition to Dublin. Net manufacturing employment increased by 12,500 in this 
region, three quarters of which was in the MNEs, who more than doubled their employment in that 
region over the period. If we take the two regions together as the GDA, then we find that the share 
of MNE employment in the GDA rose slightly over the period (33.4 to 35 percent) while the share 
of LE employment in the GDA fell from 39 to 36.4 percent. Table 4.5 shows that the downward 
trend in the share of MNE employment in the GDA between 1985 and 1993 was completely 
reversed in the more recent period of rapid growth.22  Since the GDA would generally be seen as 
the more relevant spatial measure, it is clear that the new policy of incentivising MNEs to locate 
outside the GDA is timely.  What of the changes in the location of activities to the BMW region? 
Tables 4.4-4.6 show that the BMW is far from being a homogenous region. Whilst Donegal, 
Leitrim, Laoighis and Longford lost employment over the period, significant increases were 
experienced in Monaghan, Offaly, Sligo, Westmeath and Galway. The West experienced growth 
in net employment and in its share of total employment in both MNEs and LEs, although this was 
highly concentrated in Galway.  Employment growth of 30 percent in Mayo was due solely to the 
increase MNE employment in the county.23 Overall, the Midlands enjoyed an increase in 
employment but remained approximately constant in terms of employment share. It was the only 
region to experience a net loss in MNE employment between 1985 and 2002, although this was 
more than compensated by the increase in LE employment, which was the highest experienced for 
any region.24 The patterns of employment growth and decline varied by county with LE 
employment growth concentrated in Westmeath, while the MNE losses were in Laoighis and 
Longford. 
                                                 
22 While the GDA is the metric used, we can see from the tables that the employment growth is occurring 
primarily in Kildare in MNEs and in Meath and Wicklow in LEs. 
23 The relative position of Roscommon was virtually unchanged over the period.   
24 LE employment declined prior to 1993 but increased significantly afterwards. 
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Table 4.4 Total Manufacturing Employments by County and Region, 1985 – 2002 

 
Employment as a % of Total 

Employment 
 

(%) 

Net Chge 
in Emplt 

(No.) 

Change in Total Employment, Various 
Periods 

(%) 

 1985 1993 2002 85-02 85-93 93-02 85-02 

Border 14.6 14.3 12.5 2,300 4.0 4.1 8.3 

Cavan 1.9 1.6 1.6 192 -8.9 15.7 5.4 

Donegal  4.8 4.8 3.6 -646 4.8 -11.3 -7.0 

Leitrim 0.8 0.6 0.4 -606 -18.3 -25.3 -39.0 

Louth  4.0 3.8 3.4 694 2.5 6.5 9.2 

Monaghan 1.9 1.8 1.9 1,115 3.5 26.9 31.3 

Sligo 1.2 1.6 1.6 1,551 42.9 18.7 69.7 

Midlands 5.6 5.2 5.1 1,732 -0.5 17.0 16.4 

Laoighis 1.2 0.9 0.6 -709 -14.6 -20.9 -32.4 

Longford 1.2 0.9 0.9 -199 -19.9 14.2 -8.5 

Offaly 1.4 1.5 1.6 1,053 10.0 26.0 38.6 

Westmeath  1.8 1.9 2.0 1,587 13.8 29.8 47.7 

West  7.4 7.7 9.2 7,991 11.1 41.2 56.9 

Galway 4.2 4.4 5.8 5,852 10.2 57.3 73.3 

Mayo  2.5 2.6 2.6 1,417 9.2 18.6 29.6 

Roscommon  0.7 0.8 0.8 722 24.3 26.6 57.4 

Dublin  29.9 26.7 24.4 1,939 -5.0 8.9 3.4 

Dublin 29.9 26.7 24.4 1,939 -5.0 8.9 3.4 

Mid-East  7.1 8.0 10.8 12,499 20.4 60.5 93.4 

Kildare 2.8 3.3 5.7 8,530 27.5 105.9 162.6 

Meath  2.3 2.5 2.3 1,165 15.5 10.2 27.2 

Wicklow 2.0 2.2 2.8 2,804 16.3 48.4 72.6 

Mid-West  12.2 12.4 13.2 8,437 7.3 27.1 36.4 

Clare 3.2 3.5 3.3 1,659 15.1 10.3 27.0 

Limerick 5.3 5.3 6.0 4,308 4.5 36.4 42.5 

Tipperary  3.6 3.6 3.9 2,470 4.5 29.9 35.8 

South-East  9.7 10.1 9.5 4,184 10.0 11.5 22.6 

Carlow 1.9 1.8 1.4 -245 2.8 -9.4 -6.9 

Kilkenny 1.6 1.5 1.6 776 -0.5 26.5 25.8 

Waterford 4.2 4.5 4.0 1,438 12.4 4.8 17.9 

Wexford 2.1 2.3 2.6 2,215 19.6 30.9 56.6 

South-West  13.6 15.5 15.3 10,997 21.1 17.8 42.6 

Cork  11.2 12.9 13.1 10,303 22.3 21.4 48.5 

Kerry  2.4 2.6 2.2 694 15.2 -0.1 15.1 

Total  189,888 201,385 239,967 50,079 6.1 19.2 26.4 
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The Border region enjoyed employment growth over the period but lost employment share, falling 
from second to fourth place in terms of total manufacturing employment between 1985 and 2002. 
Again there were contrasting employment trends for MNEs and LEs.  MNE employment 
increased by over 3,000 over the entire period, with a 50 per cent rise between 1985 and 1993 
being moderated by a decline of almost 10 per cent after 1993. In contrast to MNEs, which 
enjoyed employment growth in all counties, employment in LEs in the Border region fell by 
almost 900, with Donegal, Leitrim and Louth all suffering declines in LE employment.25 

 
Table 4.4 Continued Total Manufacturing Employment by County and Region, 1985 – 2002 

Regional 

Sub-totals 

Total Employment 
 

Net Change 
in 

Employme
nt 

Change in Total Employment, Various 
Periods 

(%) 

BMW 52,276 54,890 64,299 12,023 5.0 17.1 23.0 

GDA 70,087 69,979 84,525 14,438 -0.2 20.8 20.6 

Remainder 67,525 76,516 91,143 23,618 13.3 19.1 35.0 

        
Source: Own estimates derived from the Census of Industrial Local Units (CSO).  

                                                 
25 A large fall in LE employment prior to 1993 was moderated by an increase up to 2002, so that LE 
employment overall fell by under five percent.   
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Table 4.5 MNE Employments by County and Region, 1985 – 2002 

Region MNE Employment as 
Proportion of Total 
MNE Employment 

 
(%) 

Net 
Chang

e in 
MNE 

Emplt 

(No.) 

Change in MNE  

Employment, various periods 

 

(%) 

 1985 1993 2002 85-02 85 - 93 93 – 02 85 – 02 

Border 11.2 13.6 9.6 3,198 54.3 -9.0 40.5 

Cavan 1.5 0.9 0.9 23 -20.2 28.2 2.2 

Donegal  3.4 4.9 2.4 332 82.4 -37.6 13.8 

Leitrim 0.6 0.5 0.4 123 22.6 7.3 31.5 

Louth  3.7 4.7 3.4 1,383 63.9 -6.4 53.4 

Monaghan 0.3 0.4 0.5 382 94.1 48.0 187.3 

Sligo 1.8 2.1 1.9 955 46.3 19.4 74.7 

Midlands 7.5 6.0 4.0 -640 0.6 -12.5 -12.0 

Laoighis 1.5 1.1 0.3 -780 -12.0 -68.8 -72.6 

Longford 1.4 0.7 0.3 -694 -35.0 -50.8 -68.0 

Offaly 1.6 1.7 1.4 531 35.0 8.7 46.7 

Westmeath  2.9 2.5 2.1 303 5.7 8.4 14.5 

West  9.1 9.0 10.4 5,660 25.4 49.7 87.8 

Galway 6.5 5.9 7.2 3,847 14.9 60.4 84.2 

Mayo  2.4 3.0 2.7 1,439 57.0 17.9 85.1 

Roscommon  0.3 0.2 0.5 374 -2.1 205.4 198.9 

Dublin  27.2 22.6 23.3 7,868 5.3 33.9 41.0 

Dublin 27.2 22.6 23.3 7,868 5.3 33.9 41.0 

Mid-East  6.2 7.2 11.7 9,228 47.3 111.7 211.9 

Kildare 2.7 4.0 8.7 8,193 90.2 181.8 436.0 

Meath  1.9 1.6 1.0 -125 9.4 -17.1 -9.3 

Wicklow 1.6 1.5 2.0 1,160 21.2 67.0 102.3 
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Table 4.5 Continued MNE Employment by County and Region, 1985 – 2002 

 
Mid-West  17.0 16.1 16.3 6,938 19.8 31.7 57.7 

Clare 4.8 4.8 4.9 2,327 26.0 33.5 68.2 

Limerick 8.9 8.1 8.2 3,189 14.9 30.9 50.4 

Tipperary  3.2 3.2 3.2 1,422 24.0 30.9 62.3 

South-East 8.4 9.2 8.3 3,618 37.5 16.8 60.6 

Carlow 2.0 1.5 1.0 -249 -4.8 -13.9 -18.0 

Kilkenny 0.9 0.8 1.0 574 13.2 72.2 95.0 

Waterford 3.4 5.0 4.5 2,820 87.4 16.7 118.7 

Wexford 2.3 2.0 1.8 473 9.2 18.5 29.4 

South-
West  

13.4 16.3 16.4 

9,613 53.5 31.2 101.3 

Cork  10.0 13.3 14.3 9,532 68.6 39.4 135.1 

Kerry 3.4 3.0 2.2 81 9.6 -5.7 3.3 

Total 70,707 89,442 116,190 45,483 26.5 29.9 64.3 

        

Regional 

Sub-
totals 

Total Employment 
 

Net 
Chang

e in 
Emplt 

 

Change in Total Employment, 
Various Periods 

(%) 

BMW 19,668 25,632 27,886 8,218 30.3 8.8 41.8 

GDA 23,564 26,645 40,660 17,096 13.1 52.6 72.6 

Remainder 27,4
75 

37,165 47,644 
20,169 35.3 28.2 73.4 

Source: Own estimates derived from the Census of Industrial Local Units (CSO).  
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Table 4.6 LE Employment by County and Region, 1985 – 2002 

Region 
LE Employment as Proportion of 

Total LE Employment (%) Net Change 
in LE 

Emplt 

(No.) 

Change in LE  

Employment, various periods 

(%) 

 1985 1993 2002 1985-02 85 - 93 93 - 02 85 – 02 

Border 
16.6 14.8 15.2 

-898 -16.1 13.8 -4.5 

Cavan 
2.1 2.2 2.2 

169 -4.2 11.4 6.7 

Donegal  
5.7 4.7 4.7 

-978 -22.7 10.7 -14.4 

Leitrim 
1.0 0.7 0.4 

-729 -32.0 -45.0 -62.6 

Louth  
4.2 3.1 3.5 

-689 -29.4 22.1 -13.9 

Monaghan 
2.8 2.9 3.3 

733 -2.0 24.3 21.8 

Sligo 
0.8 1.2 1.2 

596 38.4 17.8 63.1 

Midlands 4.4 4.6 6.2 2,372 -1.6 47.4 45.0 

Laoighis 
0.9 0.8 1.0 

71 -17.1 28.3 6.4 

Longford 
1.1 1.1 1.5 

495 -8.2 49.8 37.4 

Offaly 
1.3 1.3 1.7 

522 -7.9 44.2 32.8 

Westmeath  
1.0 1.4 2.0 

1,284 27.2 59.7 103.1 

West  
6.4 6.7 8.0 

2,331 -1.0 32.1 30.7 

Galway 
2.9 3.2 4.4 

2,005 3.9 52.7 58.6 

Mayo  
2.6 2.3 2.5 

-22 -16.8 19.3 -0.7 

Roscommon  
0.9 1.2 1.1 

348 29.0 2.8 32.6 

Dublin  
31.5 30.0 25.5 

-5,929 -10.3 -6.1 -15.8 

Mid-East 7.6 8.7 9.9 3,271 7.5 26.7 36.2 

Kildare 
2.8 2.8 3.0 

337 -7.5 18.9 10.0 

Meath  
2.5 3.1 3.4 

1,290 18.2 21.7 43.9 

Wicklow 
2.3 2.8 3.5 

1,644 14.3 40.2 60.3 

Mid-West  
9.4 9.4 10.2 

1,499 -6.1 20.8 13.4 

Clare 
2.3 2.5 1.7 

-668 1.4 -25.4 -24.4 

Limerick 
3.2 3.0 4.0 

1,119 -12.8 48.3 29.4 

Tipperary  
3.9 3.9 4.6 

1,048 -5.1 29.2 22.7 

South-East 10.5 10.9 10.6 566 -3.1 7.9 4.5 

Carlow 
1.8 2.1 1.7 

4 7.6 -6.9 0.2 

Kilkenny 
2.0 2.1 2.1 

202 -4.0 12.9 8.4 

Waterford 
4.8 4.1 3.5 

-1,382 -18.9 -6.7 -24.4 

Wexford 
1.9 2.6 3.3 

1,742 26.8 38.4 75.5 

South-West 13.7 14.9 14.3 1,384 2.3 6.1 8.5 

Cork  
11.9 12.6 12.1 

771 -0.7 6.1 5.4 

Kerry 
1.8 2.3 2.2 

613 21.6 5.7 28.5 
 
 
 

Total  
119,181 111,943 123,777 

4,596 -6.1 10.6 3.9 
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Regional  

Sub-totals  
Total Employment 

 
 

Net 
Change 

in 
Emplt 

 

Change in Total Employment, 
Various Periods 

(%) 

BMW 32,608 29,258 36,413 3,805 -10.3 24.5 11.7 

GDA 46,523 43,334 43,865 -2,658 -6.9 1.2 -5.7 

Remainder 40,050 39,351 43,499 3,449 -1.7 10.5 8.6 
Source: Own estimates derived from the Census of Industrial Local Units (CSO).  
 

In summary, employment in the BMW rose by 23 per cent and its share of total employment 
declined by a marginal 0.5 per cent. The winning sub-region was clearly the West, while the 
Border and Midland regions lost in terms of LE and MNE employment respectively. To complete 
the regional discussion, we look at the South-East, South-West and Mid-West regions.1 
Employment in MNEs in the South-East rose by almost 60 per cent between 1985 and 2002, but 
this was insufficient to avoid loss of employment share. Waterford enjoyed the largest MNE 
employment expansion but also the largest LE loss – at least part of which are associated with 
ownership changes of Irish plants during that period. Outside Waterford the largest MNE and LE 
employment gains were in Kilkenny and Wexford respectively.   

There was a significant increase in net employment (almost 11,000) in the South West region, 
resulting in an increase in employment share of 4.4 per cent. Most of this increase was the result 
of MNE employment, which was highly concentrated in Cork, with relatively little net 
employment increase by either MNEs or LEs in Kerry. Employment by MNEs in the Mid-West 
grew by almost 60 per cent over the period, with the largest net increase being in Limerick. In 
Clare, MNE employment growth was almost 70 per cent, in contrast to the decline in LE 
employment in that county, whereas MNE LE employment grew elsewhere in the Mid West.   

The employment patterns detailed in Tables 4.5 and 4.6 highlight the contrast between MNE and 
LE employment trends between 1985 and 2002. The strong growth in MNE employment is 
reflected in the increase in net MNE employment in all regions except the Midlands. LE 
employment grew at one twentieth the rate of MNE employment overall and fell in two regions - 
marginally in the Border region and significantly in Dublin. In Dublin that absolute decline was 
more than compensated for by the absolute increase in employment in MNEs. 

 

 

 

 

                                                 
1 Tipperary county, North and South Riding, is classified under the Mid-West sub-region 



5. SECTORAL SPECIALISATION AND SPATIAL CONCENTRATION IN IRISH 
MANUFACTURING  

 

In this section we examine specialisation and concentration using the Hirschman-Herfindahl Index 
(HHI).2 The value of the HHI ranges from n1  to a maximum of 1, where in our analysis n  is the 
number of possible categories (sectors/counties) in which individuals are employed. To avoid 
requiring multiple decimal places, it is conventional to write the index in terms of these values 
multiplied by 10,000. In the case where the HHI has the value n1  (or 10,000* n1 ) exactly, 
employment is equally distributed throughout sectors/counties, while an index value of 1 (or 
10,000) indicates all employment is in a single sector/county.3 The higher the value of the sectoral 
and spatial HHIs, the more manufacturing industry is concentrated in a small number of sectors or 
counties.  

We estimate the HHIs separately for MNEs and LEs, and generate sectoral and county indices for 
each. The spatial HHI by sector is measured by∑

=
⎟⎟
⎠

⎞
⎜⎜
⎝

⎛

1

2

r i

ir

E
E , where Eir represents employment in 

sector i in county r and Ei represents total employment in sector i. The sectoral HHI by county is 
measured in a similar manner as ∑

=
⎟⎟
⎠

⎞
⎜⎜
⎝

⎛

1

2

i r

ir

E
E where Er is total employment by county. We also 

estimate national spatial and sectoral indices: 
2

1
∑
=

⎟
⎠
⎞

⎜
⎝
⎛

i

i

E
E  for sector and 

2

1
∑
=

⎟
⎠
⎞

⎜
⎝
⎛

r

r

E
E  for space, where Ei 

and Er represent total employment by sector and county respectively and E represents total 
manufacturing employment.4 The potential spatial HHI by sector runs from (1/26)*10,000, i.e., 
385, (if employment in each sector was spread evenly across all 26 counties), to 10,000 (if 
employment in each sector was in one county only). The potential sectoral HHI by county runs 
from (1/13)*10,000, i.e., 769, (if employment in a given county were spread evenly across all 
thirteen sectoral groups), to 10,000 (if employment in a county were in one sectoral group only). 
In order to capture any significant changes over the 18-year time period considered (1985-2002) 
we divide the data into six 3-year intervals, presenting the HHIs for the 3-year averages. 

5.1 Spatial Concentration 

Tables 5.1 and 5.2 present the spatial indices, by sector, for MNEs and LEs respectively. For 
manufacturing as a whole the national HHI for MNEs was virtually static during the period up to 
1991-93 but has increased significantly thereafter – from 1649 to 2392. By contrast, the HHI for 
LEs fell continuously from 1985 up to 1999 and rose in the most recent period, 2000-02. Two 
observations are pertinent here: at the national level, the spatial distribution of MNEs has become 
increasingly concentrated since economic growth accelerated in the mid 1990s, whereas the spatial 
distribution of LEs became less concentrated. Secondly, in the early period the HHI for MNEs 
was just marginally higher than for LEs, over the period this gap has widened significantly. 

The increasing spatial disparity of MNEs and LEs is reflected in sectoral differences for both 
                                                 
2 This well-known index is used most often to examine firm-level concentration in industrial 
economics.   
3 Where n is very large, the index effectively runs from 0 – 1.   
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4 The formula is essentially the sum of the squares of shares, for sectors or counties as appropriate. 
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groups of enterprises. In the case of MNEs, employment in the Electronic sectors (30-33) and 
Chemical and Pharmaceutical sectors (24) became more spatially concentrated in recent years, but 
in the latter case, it is less concentrated than it was in the 1980s. These high value-added sectors, 
with higher per capita wages and salaries than other sectors, increase the benefits and persistence 
of economic prosperity in those counties in which they locate. While there is an upward trend in 
spatial concentration overall for MNEs, it is clear from Table 5.3 that there are very wide 
differences between MNE sectors. 

In contrast to MNEs, the HHI for LEs has fallen in all but three sectors - Food Products (15-16), 
Textiles (17-18) and Leather Products (19). The increases in the concentration of Textiles (17-18) 
and Leather Products (19) are associated with reductions in net employment and shares of 
employment in these declining sectors.  There is evidence of a substantial increase in the spatial 
dispersion of LE employment in high-tech sectors, associated with rapid employment expansion – 
24 percent in the case of Chemicals and 130 percent in the case of Electronics. It shows that the 
sectoral restructuring of LE manufacturing employment towards the high-tech sectors is impacting 
positively on spatial dispersal. This outturn would suggest that Enterprise Ireland’s regional 
strategy could be effective in these sectors.   

Table 5.1        MNE Spatial HH Indices of Employment by Sector, 1985-2002  

Sectors Time Periods 
 85-87 88-90 91-93 94-96 97-99 00-02 

15-16 3921 3214 3265 3176 2896 2980 
17-18 877 987 1137 1492 1861 1833 

19 2725 3235 3767 3285 3830 4222 
20 3224 4409 3035 2953 1831 1902 

21-22 3626 4121 4335 4751 5154 4558 
24 1509 1355 1358 1237 1217 1348 
25 1471 1696 1580 1380 887 919 
26 1349 1480 1637 2066 2521 2823 

27-28 1153 1168 1043 933 1012 1078 
29 1183 1078 1038 996 920 911 

30-33 988 960 997 952 1052 1088 
34-35 2554 1763 1893 2490 2259 2558 

36-37,23 1388 1320 1401 1383 1280 1331 
Total Mfg 1646 1643 1649 1837 2241 2393 
Source: Own estimates derived from the Census of Industrial Local Units (CSO).  
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Table 5.2 LE Spatial HH Indices of Employment by Sector, 1985-2002  

Sectors  Time Periods 
 85-87 88-90 91-93 94-96 97-99 00-02 

15-16 862 822 773 733 722 738 
17-18 1899 1706 1833 1818 1557 1684 

19 1015 1277 1551 1759 1817 1671 
20 773 793 878 753 724 717 

21-22 4515 4579 4559 4453 4298 4082 
24 1569 1457 1513 1419 1412 1070 
25 1642 1271 1100 1075 931 956 
26 1667 1385 1137 1015 1067 900 

27-28 1176 1206 1082 974 1022 959 
29 1195 1034 1026 976 971 860 

30-33 2554 2160 1780 1699 1557 1444 
34-35 5361 5618 5679 3909 3592 2507 

36-37,23 1545 1318 1398 1284 1310 1243 
Total Mfg 1500 1425 1382 1328 1279 1336 
Source: Own estimates derived from the Census of Industrial Local Units (CSO).  
 

5.2 Sectoral Specialisation 

Tables 5.3 and 5.4 show the sectoral HHIs by county for MNEs and LEs respectively. In the case 
of LEs, we see in Table 5.4 that the national HHI has fallen in each period since the mid-1980s 
indicating reduced sectoral specialisation overall. This is consistent with industrial restructuring 
amongst LEs as certain large sectors, such as Textiles (17-18), Leather Products (19) and 
Transport Equipment (34-35) have declined while others, for example, Electronics (30-33), have 
grown in relative and absolute terms. The national MNE pattern shows a falling HHI up to 1997, 
implying less sectoral specialisation in employment terms, while it has risen steadily since 1997, 
which is consistent with the patterns evident in Section 4. Over the period, the relative positions of 
LEs and MNEs have changed; national sectoral HHIs were higher for LEs in 1985 but are less 
than the HHIs for MNEs in the most recent period 

There are marked differences between the national and county levels evident in Tables 5.3 and 
5.4. This is consistent with greater sectoral concentration at country level, which is to be expected 
as not all activities are equally suited to each county location. The differences point to the likely 
asymmetric effects of negative exogenous shocks on different counties. Some counties have much 
higher absolute levels of HHIs than others – Carlow/Galway and Leitrim amongst MNEs and 
Longford and Roscommon amongst LEs, which means that in manufacturing portfolio terms, they 
are highly specialised and may be subject to greater risk in the face of a negative shock. Also, 
counties that are more specialised in the high-tech sectors are likely to have higher levels of 
human capital, which may help to embed MNEs in the locality as well as offering greater ability to 
diversify should a shock occur. 

Differences in the high-tech/low-tech sector specialisation of MNEs across counties are evident in 
the changing indices in Table 5.3. Indices have risen particularly in counties where old sectors 
have declined (Cavan, Leitrim, Louth and Offaly) and where new high-tech sectors have 
established (Galway, GDA counties, Limerick, Tipperary and Cork). In the remaining counties 
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they have fallen. If policy is to be interpreted as successful when there is increasing sectoral 
specialisation, then the impact of policy over this period has been modest in the case of many 
counties. As might be expected, there is little similarity between LEs and MNEs in terms of 
patterns of sectoral specialisation at county level, and furthermore, the differences between MNE 
and LE HHI levels at county level are much larger than for the country as a whole, reflecting 
differences in location patterns by sector. The data in Tables 5.3 and 5.4 are at least consistent 
with the pattern of location on the part of LEs which are more diverse than MNEs.  
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Table 5.3 MNE Sectoral HH Indices of Employment by County, various periods 

Region Time Periods 
 85-87 88-90 91-93 94-96 97-99 00-02 
Border       
Cavan 2601 2157 2055 2020 2618 2670 
Donegal 3123 3417 3657 3916 3159 2469 
Leitrim 4809 4193 3199 3960 4187 5290 
Louth 2234 2270 2340 2681 3173 3129 
Monaghan 3149 3356 3381 3352 2827 2256 
Sligo 3856 2846 2611 2655 2682 2686 
Midlands       
Laoighis 3360 3488 5260 4719 3100 1861 
Longford 4848 4011 3327 2714 2826 3826 
Offaly 2599 2822 3426 3858 3840 5118 
Westmeath 3028 2059 2302 2525 2866 3021 
West       
Galway 3408 3626 3747 3884 5203 6124 
Mayo 3166 3073 3062 2790 3135 2895 
Roscommon 4101 4548 2387 2083 2198 2105 
Dublin 2140 1945 2070 2014 2134 2187 
Mid-East       
Kildare 1976 1939 2055 3303 3616 3702 
Meath 2824 2969 2819 3374 3423 3043 
Wicklow 3304 2750 2955 3356 3797 4142 
Mid-West*       
Clare 2679 2690 2223 2230 2096 1875 
Limerick 2402 2289 2236 2643 3926 4976 
Tipperary 2110 1940 1962 2179 2974 3244 
South-East       
Carlow 6253 6653 6651 7124 6521 6584 
Kilkenny 5045 4586 4687 4501 3593 3678 
Waterford 3296 3016 3166 2455 2334 2569 
Wexford 1798 1862 1990 2111 2528 3207 
South-West       
Cork 1871 2053 2222 2572 2816 2929 
Kerry 2442 2196 2334 1876 1718 1991 
Ireland 1055 987 986 974 1035 1092 

* includes Tipperary South 
Source: Own estimates derived from the Census of Industrial Local Units (CSO).  
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Table 5.4 LE Sectoral HH Indices of Employment by County, 1985-2002 

Region Time Periods 
 85-87 88-90 91-93 94-96 97-99 00-02 
Border       
Cavan 2558 2393 2513 2565 2049 2333 
Donegal 4364 3604 3554 3409 3125 2676 
Leitrim 2594 2211 1920 1772 1723 1717 
Louth 2074 1686 1455 1636 1640 1446 
Monaghan 2397 2539 2481 2319 2519 2743 
Sligo 1795 1849 2455 2137 1953 1929 
Midland       
Laois 2405 2329 2103 1862 1829 1820 
Longford 2009 2763 3098 3213 2858 3287 
Offaly 1458 1391 1765 2018 1776 1553 
Westmeath 1353 1283 1322 1564 1431 1406 
West       
Galway 1350 1155 1122 1118 1116 1224 
Mayo 2453 2444 2275 1911 1670 1579 
Roscommon 4213 4357 5713 5708 6400 6293 
Dublin 1387 1430 1467 1476 1491 1577 
Mid-East       
Kildare 2351 2128 1912 1937 2060 2228 
Meath 1228 1229 1304 1371 1374 1349 
Wicklow 1095 1108 1152 1365 1396 1324 
Mid-West*       
Clare 1451 1357 1333 1532 1918 1729 
Limerick 1995 1885 1821 1689 1517 1523 
Tipperary 3397 3134 3664 3485 3471 3613 
South-East       
Carlow 3097 3012 2891 2387 2130 2035 
Kilkenny 3319 3372 2607 2189 2118 2265 
Waterford 3610 3090 2836 2515 2364 1827 
Wexford 3011 2732 2320 1955 1482 1605 
South-West       
Cork 2255 2203 2008 1788 1688 1762 
Kerry 3170 3801 3890 2987 3014 2690 
       
Ireland 1335 1281 1257 1132 1082 997 

* includes Tipperary South 

Source: Own estimates derived from the Census of Industrial Local Units (CSO).  
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6. CO-LOCATION OF MNES AND LES 

Section 5 has highlighted the increasing sectoral specialisation and spatial concentration of MNE 
employment between 1985 and 2002. Conversely, LE employment has become more spatially 
dispersed and less sectorally concentrated over the same period. The changing relationship 
between the spatial and sectoral patterns of MNE and LE employment can be examined using 
correlation coefficients, which are presented in Table 6.1.  

Table 6.1   Spatial and Sectoral Correlation Coefficients, 1985-2002 

    
Spatial  

Sectoral* 
Sectoral** 

1985 0.95  0.49 0.104 
1993 0.93  0.41 0.065 
2002 0.91  0.23 0.061 

**Sectoral correlation coefficients are calculated at standard 2-digit level. 
*** Sectoral correlation coefficients are calculated at 4-digit level.  
 

The correlation between the location of MNE and LE manufacturing employment is very strong 
and positive, a result that is not surprising given that we are dealing with total manufacturing at 
county level in a relatively small country. However, the correlation is trending downward, 
suggesting some degree of spatial separation between MNEs and LEs over the period; this is to be 
expected from the differences of patterns shown in Section 5.   

In contrast to the spatial correlations, the sectoral correlations between MNE and LE employment 
are low. We calculate sectoral correlations at the standard 2-digit (23 sectoral groups) and the 4-
digit levels (241 sectoral groups). Naturally the correlations are much higher at the 2-digit 
compared with the 4-digit level. The 2-digit sectoral correlations have more than halved between 
1985 and 2002, while the much lower 4-digit correlations have fallen by over 40 percent over the 
period. Such low sectoral correlation coefficients highlight the high and increasing level of 
sectoral dualism between MNEs and LEs in the Irish economy: LEs and MNEs operate in 
different sectors. In terms of building up a sustainable manufacturing sector, these simple 
correlation coefficients suggest that policy has a long distance to go if it seeks to have LEs and 
MNEs operating synergistically in the same broad sectors, especially when account is take of 
diversity of location. 1    

In Table 6.2 we explore this issue a little further by presenting two-digit sectoral correlation 
coefficients by county for 1985-2002. The extent to which MNEs and LEs in the same sector are 
co-located by county varies very widely, from highly positive (*) to very negative (**).  While the 
trend is downwards over the period, in some counties there has been an absolute increase in the 
correlation coefficients in the most recent period (bolded) and in some other counties a relative 
increase compared to that for the country as a whole (bolded italics).   

                                                 
1 Given the aggregation of sectors, it is likely that such synergies would be intra- 
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Table 6.2 MNE/LE Sectoral Correlation Coefficients by County, 1985-2002 

 
Region County 1985 1993 2002 
Border Cavan 0.52* 0.23 0.16 
 Donegal 0.81* 0.77* 0.40 
 Leitrim -0.23 0.06 0.36 
 Louth 0.19 0.36 0.28 
 Monaghan 0.08 0.19 0.34 
 Sligo -0.26 -0.17 -0.20 
Midland Laois -0.12 -0.17 -0.09 
 Longford 0.03 -0.07 -0.16 
 Offaly -0.06 -0.28 -0.25 
 Westmeath -0.22 0.14 -0.19 
West Galway -0.06 0.28 0.77* 
 Mayo 0.12 -0.16 0.20 
 Roscommon 0.92* 0.42 -0.18 
Dublin Dublin 0.31 0.28 0.58* 
Mid-East Kildare 0.28 0.01 0.03 
 Meath -0.17 -0.34** -0.43** 
 Wicklow -0.35** -0.13 0.00 
Mid-West* Clare -0.18 0.43 0.53* 
 Limerick 0.03 0.29 0.15 
 Tipperary 0.08 0.37 -0.09 
South-East Carlow 0.23 0.38 0.72* 
 Kilkenny -0.21 0.55* 0.34 
 Waterford -0.21 -0.21  -0.32** 
 Wexford 0.43 0.56* 0.32 
South-West Cork 0.34 0.09 0.14 
 Kerry 0.18 0.08 0.03 
Ireland  0.49 0.41 0.23 
*includes Tipperary South  
Source: Own estimates derived from the Census of Industrial Local Units (CSO).             
 

In order to explore the nature of the decreasing correlation between MNE and LE sector 
specialisation and spatial concentration, we examine in Tables 6.3 and 6.4 sectoral and spatial co-
location by selecting the five key sectors in which there was significant change in net employment 
between 1985 and 2002: Food Products, Beverages and Tobacco (15-16); Textiles and Textile 
Products (17-18); Paper, Publishing and Printing (21-22); Chemicals (24); and Electronics (30-
33).  

The relatively small increase in total MNE net employment in the food, beverages, and tobacco 
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(FBT) sectors (15-16) was concentrated in Louth and Kildare,2  with a smaller rise in Cork. 
Moreover, most of the employment growth in Louth, Kildare and Cork occurred in the post-1993 
period. By contrast, the major change in employment in LEs in these sectors occurred in Cork, 
with a marginal increase in Kildare. Although employment in the FBT sectors was concentrated in 
the same geographic regions for both MNEs and LEs, the pattern of employment change was very 
different across these regions over the period.  

The net decline in MNE employment within the textile sectors (17-18) occurred in the 
geographical core and periphery of the country. The largest net decline occurred in Dublin, and 
Dublin now accounts for less than 6 percent of MNE employment in textiles. While net 
employment in textiles also declined in Donegal and Kerry, these counties still account for over 55 
percent of MNE employment in these sectors. The pattern is similar for LE textile employment, 
with these three counties also experiencing a net decline. However, very little of the LE textile 
industry is now based in Kerry, while the large share in Donegal shows its vulnerability to the 
expected decline in that sector.   

Before turning to the high-tech sectors, we look at the Paper and Paper products sector (21-22). 
This is a hybrid sector, with traditional elements to it, and modern components linked to the high-
tech sectors and to increasing international trade.  More than 70 per cent of the total net increase in 
MNE employment in the paper product sectors occurred in Dublin, with a significant increase also 
in Kildare, so that by 2002 well over 70 percent of the paper product sectors was concentrated in 
the GDA. This concentration is consistent with the links between this sector and the Electronics 
sector which we discuss below. LE employment growth in the paper product sectors is equally 
highly concentrated in Dublin, despite a modest fall in employment in the period since 1993. 

Turning to the high-tech sectors, chemicals (24), and electronics (30-33), the most notable feature 
of both MNE and LE employment is their high concentration in the Cork, Dublin, and Kildare 
regions. Net growth in MNE employment in the chemicals sector was concentrated primarily in 
Cork, with significant increases in Dublin and Kildare. Despite the significant net increase in 
Dublin, the proportion of chemical sector MNE employees based in Dublin declined over the 
period. In effect, the MNE chemicals sector, which is highly profitable and with high average 
wages and salaries, has become increasingly concentrated in Cork and the Greater Dublin regions. 
The most notable feature of MNE employment in the electronic sectors was the relative decline of 
the sector in Dublin, despite a significant increase in net MNE employment. This reflects the 
successful development of electronics centres outside Dublin, and especially in Cork, Limerick 
and Galway, as well as the movement of this sector into the Mid-East region, Kildare in particular.   

LE employment growth in the high-tech sectors was relatively strong in electronics but low in 
chemicals3 , and it exhibited less regional concentration than that of MNEs over the period. LE 
employment in the chemicals sector over the period increased by just over 800, and the pattern of 
employment growth was rather mixed, with each of Cork, Dublin, Kildare, and Limerick each 
experiencing negative LE employment growth at some time between 1985 and 2002. Given the 
declining share of the major centres in LE employment in this sector, it is clear that the sector is 
becoming more distributed outside the key traditional “chemical counties”. The most significant 
net increases in employment in the electronics sectors occurred in Cork and Galway, where each 
region comprised just over 15 per cent of total LE electronic sector employment in 2002. Over the 

 
2 MNE employment in these sectors grew in the areas immediately surrounding the greater Dublin region, but 
declined within Dublin itself. 
3 Much of this decline in Chemicals was due to the closure of the IFI plants. 



 139

period, employment in the electronics sector in Dublin continued to rise but, as in the case of 
MNEs, the share of LE employment in electronics in Dublin declined significantly over the 
period.   

The changes outlined in high-tech sector employment between 1985 and 2002 have generally 
served to increase the concentration of high-tech employment in the Greater Dublin region and 
Cork. Given that employment in high-tech sectors has been driven by MNEs, the stated policy of 
the creation of high-tech clusters realised through increased MNE sectoral specialisation and 
geographic concentration can be considered a success based on this evidence.    
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Table 6.3 Sectoral and Spatial Clustering of MNE Employment   

Sector and 
Region 

Net cnge 
in MNE 

Empl 

(No.) 

Sector Emplt in County as 
Proportion of Total Sector MNE 

Employment 

(%) 

Change in MNE 

Employment, various periods 

(%) 

 1985-02 1985 1993 2002 85-93 93-02 85-02 
Food, beverages & tobacco (15-16) 

All  1,459 10,764 12,227 12,223 13.6 0.0 13.6 

     Cork 399 11.9 10.3 13.7 -1.9 33.7 31.2 

     Dublin    - 371 62.1 53.1 51.6 -2.8 -2.8 -5.6 

     Kildare 600 2.8 3.4 7.4 37.7 117.9 200.0 

     Louth  711 3.3 2.9 8.7 -2.0 205.1 199.2 

Textiles and textile products (17-18) 

All -6,074 9,035 9,043 2,961 0.1 -67.3 -67.2 

     Donegal  -327 13.1 27.7 28.9 111.9 -65.9 -27.7 

     Dublin -1,356 16.9 5.1 5.7 -69.6 -63.8 -89.0 

     Kerry -329 12.0 12.5 25.6 4.0 -33.0 -30.3 

Paper, publishing & printing (21-22) 

All 5,830 1,865 3,420 7,695 83.4 125.0 312.6 

     Cork  531 7.8 6.2 8.8 45.9 217.8 363.7 

     Dublin 4,130 50.2 64.6 65.8 135.6 129.5 440.8 

     Kildare  571 0.0 6.0 7.4 20,300 179.9 57,000 

Chemicals (24) 

All 12,878 8,198 12,468 21,076 52.1 69.0 157.1 

     Cork 3,967 21.8 25.4 27.3 77.2 81.7 222.0 

     Dublin 1,549 30.1 21.7 19.1 9.7 48.3 62.7 

     Kildare 1,518 0.4 0.6 7.3 133.3 2,111.4 5,060.0 

     
Limerick  -441 8.3 5.2 1.1 -4.0 -63.5 -64.9 

Electronics (30-33) 

All 25,509 22,301 29,394 47,810 31.8 62.7 114.4 

     Cork 4,677 9.2 15.4 14.1 120.3 48.9 228.1 

     Dublin 2,274 23.2 18.2 15.6 3.5 39.1 44.0 

     Galway 4,039 11.2 10.2 13.7 19.8 118.7 162.1 

     Kildare 4,918 2.5 5.5 11.4 191.2 238.1 884.5 

     
Limerick 3,637 11.7 10.0 13.1 12.9 112.2 139.6 
Source: Own estimates derived from the Census of Industrial Local Units (CSO). 
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 Table 6.4  Sectoral and Spatial Clustering of LE Employment   

Sector and 
Region 

Net 
change in 

LE 
Emplt 

(No.) 

Sector Emplt in County as 
Proportion of Total Sector 

LE Employment 

(%) 

Change in LE 

Employment, various 
periods 

(%) 

 1985-02 1985 1993 2002 85-93 93-02 85-02 
Food, beverages & tobacco (15-16) 

All  557 35,975 32,381 36,532 -10.0 12.8 1.5 

     Cork 5,043 1.7 16.8 15.4 810.9 3.7 844.7 

     Dublin    -719 18.4 14.0 16.1 -31.5 30.2 -10.9 

     Kildare 156 4.3 3.3 4.6 -30.6 58.6 10.1 

     Louth  -1101 5.2 1.9 2.1 -67.8 27.2 -59.0 

Textiles and textile products (17-18) 

All -12,545 19,084 11,808 6,539 -38.1 -44.6 -65.7 

     Donegal  -2,281 23.6 23.2 34.1 -39.2 -18.7 -50.6 

     Dublin -4,780 33.1 33.1 23.4 -38.1 -60.8 -75.7 

     Kerry -645 4.1 2.7 2.2 -60.2 -53.7 -81.5 

Paper, publishing & printing (21-22) 

All 3,768 11,855 14,798 15,623 24.8 5.6 31.8 

     Cork  376 7.5 8.8 8.1 46.1 -2.5 42.3 

     Dublin 1,854 66.1 67.9 62.0 28.3 -3.6 23.7 

     Kildare  -645 1.3 1.2 0.7 19.9 -39.2 -27.2 

Chemicals (24) 

All 823 3,479 3,821 4,302 9.8 12.6 23.6 

     Cork -389 29.9 16.4 15.1 -39.6 3.7 -37.4 

     Dublin 216 15.5 24.9 17.5 76.8 -20.7 40.1 

     Kildare 127 1.8 13.1 4.4 695.2 -62.1 201.6 

     Limerick  30 5.8 2.9 5.4 -44.8 108.1 14.9 

Electronics (30-33) 

All 4,957 3,816 6,040 8,773 58.3 45.2 129.9 

     Cork 983 10.7 13.1 15.8 94.8 75.3 241.5 

     Dublin 575 47.2 35.9 27.1 20.4 9.5 31.9 

     Galway 1,071 6.5 8.9 15.0 117.8 145.0 433.6 

     Kildare 131 0.9 1.2 1.9 105.6 125.7 363.9 

     Limerick 331 3.8 6.1 5.4 150.7 30.3 226.7 
Source: Own estimates derived from the Census of Industrial Local Units (CSO).  
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 7. SUMMARY AND CONCLUSIONS 

The purpose of this paper has been to review changes in sectoral and spatial patterns in Irish 
manufacturing over the period 1985-2002, in the general context of policies that operated during 
that period and policies that have recently been introduced.  The broad thrust of industrial policy 
has been to shift the manufacturing sector toward high-tech activities and to reduce the degree of 
spatial concentration in Dublin. Both multinational enterprises (MNEs) and local enterprises (LEs) 
play major roles in this regard. We focus on the differences between MNEs and LEs, since the 
former are much more export-oriented and typically more mobile within the country than the LEs, 
which are more local-market focused and whose choice of location is tightly linked to the family 
and community links of the founding entrepreneur. The paper explores how the spatial and 
sectoral patterns of Irish manufacturing employment have changed between 1985 and 2002 in 
response to the proactive industrial and regional policy measures designed to increase sectoral 
specialisation by expanding the modern high-tech sectors and reduce spatial concentration. 
Specifically, two questions are addressed. Are MNEs and LEs becoming more or less sectorally 
specialised and spatially dispersed? To what extent is there evidence that the LE location patterns 
are mirroring those of MNEs?   In terms of the first question, there is strong evidence of 
successful restructuring of manufacturing employment away from the traditional towards the high-
tech sectors, driven by the rapid expansion of MNE employment in electronics and chemicals 
throughout the period, largely in response to the IDA’s targeted inward investment strategy. To a 
lesser extent LE employment in these sectors has also increased. The data suggest that MNEs are 
becoming more sectorally specialised whilst LEs have become less sectorally specialised, and the 
gap between the two groups has widened. While the change in spatial concentration appears to be 
broadly in line with the policy objective of reducing the concentration of manufacturing 
employment in Dublin, net manufacturing employment increased in the Mid-East region, three-
quarters of which was in the MNEs. Since the GDA would generally be seen as the more relevant 
spatial measure, it is clear that the new policy of incentivising MNEs to locate outside the GDA is 
timely. Although all eight regions experienced a positive change in net employment between 1985 
and 2002, in contrast to earlier periods, slower growth in some regions led to significant relative 
changes across regions. Thus although during the period 1985 to 2002 the GDA lost share, which 
is in line with policy, so also did the BMW, which is out of line with policy. In terms of 
employment shares, the biggest beneficiaries were the “Remainder Group” - South East, the South 
West and the Mid West. The results show increasing spatial concentration of MNE employment 
between 1985 and 2002, while LE employment has become more spatially dispersed. Our 
examination of HH indices and correlation coefficients in Sections 5 and 6 suggest that the spatial 
distribution of MNEs has become increasingly concentrated since economic growth accelerated in 
the mid-1990s, whereas the spatial distribution of LEs became less concentrated. The correlation 
between MNE and LE spatial distribution is trending downward, suggesting some signs of spatial 
separation between MNEs and LEs over the period. There is evidence of a substantial increase in 
the spatial dispersion of LE employment in high-tech sectors, associated with relatively rapid 
employment expansion. It suggests that the sectoral restructuring of LE manufacturing 
employment towards the high-tech sectors is impacting positively on spatial dispersal. This 
outturn would suggest that Enterprise Ireland’s regional strategy could be effective in these 
sectors.   In contrast to the spatial correlations, the sectoral correlations between MNE and LE 
employment are low and falling. These results highlight the high and increasing level of sectoral 
dualism between MNEs and LEs in Irish manufacturing. 1  In terms of building up a sustaining 
manufacturing sector, these simple correlation coefficients suggest that policy has a long distance 
to go if it seeks to have LEs and MNEs operating synergistically in the same sectors, especially 

 
1 This issue is discussed in a comparative context in Ruane and Uğur  (2006) 



 143

when account is taken of location.  
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Appendix A: Industrial Sector Classification 
 

NACE Code Industrial Sector 

  

15 - 16 Food products, beverages and tobacco  

17 - 18 Textiles and textile products  

19 Leather and leather products  

20 Wood and wood products  

21 - 22 Pulp, paper and paper products; publishing and printing  

24 Chemicals, chemical products and man-made fibres  

25 Rubber and plastic products  

26 Non-metallic mineral products  

27 - 28 Basic metals and fabricated metal products  

29 Machinery and equipment n.e.c. 

30 - 33 Electrical and optical equipment  

34 - 35 Transport equipment  

36 – 37, 23 Manufacturing n.e.c.; refined petroleum products  

Source: Census of Industrial Production 2002, Central Statistics Office, Stationary Office: Dublin.  
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Appendix B: NUTS Regional Classification 

The regional classifications are based on the NUTS (Nomenclature of Territorial Units) 
classification used by Eurostat. The eight Regional Authorities (NUTS 3 Regions) were 
established under the Local Government Act, 1991 (Regional Authorities) (Establishment) Order, 
1993, which came into operation on 1 January 1994. The NUTS 2 regions are groupings of 
Regional Authorities.  
 

NUTS 2 Regions Regional Authorities 
(NUTS 3 Regions) 

Constituent Counties 
(NUTS 4 Regions) 

   
Border, Midlands and 
Western 

  

  Cavan 
  Donegal 
  Leitrim 
  Louth 
  Monaghan 
 Border Sligo 
  Laoghis 
  Longford 
  Offaly 
  Westmeath 
 West Galway 
  Mayo 
  Roscommon 
Southern and Eastern   
 Dublin Dublin 
   
 Mid-East Kildare 
  Meath 
  Wicklow 
 Mid-West Clare 
  Limerick 
  Tipperary 
 South-East Carlow 
  Kilkenny 
  Waterford 
   
 South-West Cork 
  Kerry 

Source: Census of Industrial Production 2002, Central Statistics Office, Stationary Office: Dublin.  
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VOTE OF THANKS – DR. EOIN O’LEARY, UCC 

I would like to thank the Society for inviting me to second the vote of thanks on this very 
worthwhile paper. Anne-Marie, Frances and Julie should be complimented for addressing key 
issues on the sources of future Irish competitiveness. For my part, I am particularly interested in 
this paper because of my work on Irish regional and national competitiveness.   

My comments are in four sections. I begin with some general comments and continue with more 
detailed comments on the approach taken by the authors and on how we might analyse external 
agglomeration economies. This is followed by some comments on the findings. 

General Comments 

The authors explore how the spatial and sectoral patterns of Irish manufacturing have changed 
between 1985 and 2002 in response to the policy measures aimed at increasing sectoral 
specialization and reducing spatial concentration. Having conducted a study of longitudinal plant 
level data from the Census of Industrial Production, they find evidence of increasing sectoral and 
spatial concentration of MNE employment, but more spatially dispersed and less sectorally 
concentrated LE employment over the period. Overall, by drawing attention to these important and 
interesting findings they have offered a very interesting paper. I would now like to offer some 
reactions and extensions to this line of inquiry.  

Why Manufacturing Employment in MNE’s and LE’s? 

The analysis is restricted to manufacturing establishments from the Census of Industrial 
Production, with no attention paid to the increasingly important services sector.  Part of this sector, 
especially activities such as business services, transport and communication, may be especially 
relevant to Irish competitiveness. In the authors defence official manufacturing data is extremely 
comprehensive with individualised census data available annually from 1980. Service sector data 
is more limited, being restricted to periodic sample surveys of selected sectors. I know that the 
Central Statistics Office has improved services data, but more needs to be done.  Our 
understanding of the sectoral and spatial concentration of Irish enterprise would be greatly 
enhanced if the coverage and timeliness of service sector data was the same as it has been for 
manufacturing. 

The authors also restrict their analysis to employment. Given the richness of the data set this is 
perhaps surprising, as presumably plant level data are also available on the number of plants, 
output, capital input et cetera. This would facilitate an investigation of productivity, which one 
might see as being important for agglomeration analysis. Perhaps the authors might respond that, 
due to the problem of transfer pricing, output estimates in some foreign-owned high-technology 
plants are grossly over-stated, making a productivity analysis more troublesome. However, given 
the importance of future productivity growth in our now fully employed economy, I think that 
efforts should be made to adjust output in these plants for transfer pricing. I have attempted this in 
my own work on Irish regional convergence/divergence, using Balance of Payments data and have 
found considerable differences (O’Leary, 2003a and 2003b). However, more work needs to be 
done on what is a sizeable task. 

The authors contend that there is a natural contrast between export-focused MNE’s and domestic-
market focussed LE’s which results in them being analysed separately. Their justification is that 
on average LE’s sell 60% of their output domestically. I would have misgivings about this. It is 
highly probable that individual LE’s are export-focussed and that they locate close to an MNE in 
the same sector because of the Marshallian-type external economies being examined. Moreover, 
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even if LE’s are domestic-market focussed it is possible that they are part of an agglomeration 
containing MNE’s, if for example they supply MNE’s. This might apply to LE’s in the service 
sector but it may also be relevant to manufacturing LE’s, either in the same or different sectors, 
depending on how widely sectors are defined. By analysing MNE’s and LE’s separately, these 
possibilities may be missed.    

Analysing External Agglomeration Economies   

The authors proceed to conduct an agglomeration analysis of MNE and LE employment. I would 
like to offer some thoughts on how we might analyse external agglomeration economies. Lets start 
by defining them.  Following Parr (2002), one type is the localization economy defined as the 
common location of independent firms in the same industry. This is what is being investigated 
here. It should be noted that the common location of MNE’s in Irish sectors does not necessarily 
imply the presence of any of the three classic sources of localization economies, the availability of 
a skilled labour pool, a range of auxiliary trades and specialized services and knowledge 
spillovers. Barry, Gorg and Strobl (2003) have recently shown that the so-called ‘demonstration 
effects’ associated with Krugman (1997), may also be important determinants of US firms entry 
into Ireland. It is therefore important to establish the relative importance of each of these effects in 
order to understand how policy may support whatever localization effects are observed.  In 
relation to skilled labour, I would ask whether by concentrating on formal educational 
qualifications we are missing part of the story. Surely, on-the-job training is also crucial, 
especially in high-technology sectors. If so we may be overstating the importance of higher level 
qualifications. In relation to knowledge spillovers, our work on innovation in Irish–based high-
technology sectors has shown that although interaction with suppliers, customers and other 
companies in the same enterprise takes place, it does so over 4 hours average driving time (Jordan 
and O’Leary, 2005). This might suggest that in the Irish case geographical proximity may not be 
crucial for innovation and competitiveness, although more work needs to be done here.                    

It should also be noted that, again following Parr (2002), two other types of external 
agglomeration economies may also be present. Urbanization economies refer to the common 
location in urban centres of firms in different and unrelated industries. The diversity found in an 
urban setting may be a potential source of efficiency gains.  Interestingly Gordon and McCann 
(2005) have found that, as far as innovation is concerned, this factor provides the best explanation 
of innovation performance in the London area. It would be interesting to investigate whether this 
result holds for our urban centres. The last type is the activity complex economy which refers to 
the common location of a particular set of firms that exist in a production chain (Parr, 2002). This 
might refer to firms supplying different inputs to a given firm for final assembly, which may be 
relevant for some of the foreign-owned assembly plants based here. My reason for outlining the 
full range of potential external agglomeration economies is to point out to policymakers the 
importance of conducting research in these areas. Such research might involve studies of the kind 
presented tonight by the authors, which could include econometric analysis. I am sure the authors 
have considered this and may have already done it. However, other methodologies such as surveys 
and case studies have the potential of offering invaluable insight into the more qualitative aspects 
of these issues. This in a rich area for future research.              

 Main Findings 

The authors proceed to present results on the degree of sectoral specialization and spatial 
concentration in Irish manufacturing. The detailed tables are meticulously presented and provide 
much ‘food for thought’. I would like to concentrate on two key findings. First, the correlation 
between MNE and LE spatial distribution is downward over the period (although I wonder 
whether this is statistically significant) suggesting signs of spatial separation between them. I 
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wonder whether this should be a cause for concern. It is possible that linkages might exist between 
MNE’s and LE’s in neighbouring counties, which are geographically close. Of course linkages 
may also occur over longer distances and may even be international (see for example Jordan and 
O’Leary, 2005). For policymakers the priority is to foster linkages and not just to locate 
businesses in the same geographic space. The increased spatial dispersion of LE employment in 
high-technology sectors is taken by the authors as evidence that Enterprise Ireland’s regional 
strategy has been effective. I am not sure about this. It may have happened anyway, so it cannot be 
automatically attributed to Enterprise Ireland. Also, the issue may arise as to what drives 
competitiveness in these sectors, which might be an avenue for future research.   

May I conclude by invoking a political catch-phrase: ‘alot done more to do.’ In doing so I would 
like to commend this interesting paper to you and second the vote of thanks to Anne-Marie, 
Frances and Julie. 
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